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STATEMENT ON THE BUDGET

The 2011-12 Budget demonstrates how the Alum Rock Union Elementary
School District’s (ARUESD) Board of Trustees (Trustees) expects to spend
its educational dollars during the 2011-12 school year. As ARUESD’s
policy makers, the Trustees have translated educational dollars to
educational programs that will serve to enhance the learning opportunities
for the children of ARUESD.

BUDGET PRIORITIES

The budget is a policy statement. It is an evolving, comprehensive fiscal document
that puts into action the school board’s policies, priorities, and commitment to the
district’s students, employees and parents. In order for the district to meet its
goals, a large part of its budget is committed to the salaries and benefits of
employees — employees who are dedicated to delivering education to the district’s
students. The budget reflects long and short-term goals, achievable over a three
year period. Due to limited resources, it is challenging for a district to accomplish
everything desired by the community, the board, the superintendent, and the staff.
This budget attempts to describe what can be accomplished projections over the
next year, and the next several years based on the revenue and the expenditure
reflected on Federal, State, and County assumptions as of the date the budget was
prepared.

The budget constantly changes as goals evolve and as the environment changes.
Demographics, state funding, politics and the economy all influence the budget
process. The Superintendent and the Board of Trustees must monitor the changes
and modify the budget accordingly.
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ALUM ROCK UNION ELEMENTARY SCHOOL DISTRICT

The Alum Rock Union Elementary School District was established in 1930 and is
comprised of an area approximately eleven square miles located in Santa Clara County.
The district is currently operating seventeen elementary, six middle schools, and three

small schools.

ORGANIZATION

FISCAL YEAR 2011-12

Name

Dolores Marquez
Esau Ruiz Herrera
Darcie Green
Frank Chavez

Scott Pham

Board of Trustees
Office
President
Vice-President
Clerk
Member

Member

Term Expires

November 2012
November 2012
November 2014
November 2014

November 2014

Business Services

José L. Manzo
Superintendent

Laura Phan

Assistant Superintendent, Business Services




UNDERSTANDING SCHOOL BUDGETS

School budgets are sometimes daunting to read because they reflect a complex
organization which performs many functions, funded by many sources, each of which has
different provisions governing how their funds may or may not be used. This Budget report is
a document which links the district’s educational policies and goals with its strategies for
achieving them. It calculates expected revenues and reflects district plans for using them
during the fiscal year which begins July 1, 2011 and ends June 30, 2012.

School districts use a system called “fund accounting”. All revenues are placed in the
General Fund or in one of the Special Purpose Funds which are either required or permitted by
law. Most of the district’s transactions flow through the General Fund. Most of the funds are
spent for general purposes (Unrestricted programs). Expenditures from the funds must be
made strictly according to their specified purpose. Much of the budget is regulated by law.

Each fund includes: A beginning balance (last year’s ending balance), revenues,
expenditures, and an ending balance. The ending balance in the General Fund is usually
divided between money which is restricted for a special purpose. In all funds, revenues and
expenditures are recorded line by line according to the purpose of the account.

In summary pages, the revenue and expense for funds are broken down into their major
categories. Following the summary page, the reader will find several pages which detail the
components of these categories, with some explanation.

Each fund also shows a Multi-year Report of Income and Expense. This page reveals a
financial history of the fund. This report tracks growth or decline of revenues and
expenditures over time.

Restricted programs are funded and regulated by a government agency with
restrictions either on the characteristics of the children it may serve or on the aspect of any
program it may fund. An explanation of the Restricted programs is offered on page 7. Special
Purpose Funds are explained on page 16.

All unusual terminology is explained in the glossary. Reviewing the glossary before
approaching the financial pages will be helpful in understanding the relationships of program
revenues and expenditures.

In addition, refer to the Executive Summary in section iii for a discussion of District
operations.



__ First Interim Report — Narrative Section | FY 2011-12

B e s = =

Executive Summary

The following narrative of all funds is in accordance with AB 1200 and AB2756, which
require projections for the current fiscal year and two budget years in the future. Two
major criteria are positive cash and positive fund balances at the end of the fiscal year.
If a district indicates that either of these qualifications cannot be met, then the district has
a qualified certification (the district may not meet its financial obligations for the current
fiscal or subsequent two fiscal years) or negative certification (the district will be unable
to meet its financial obligations for the remainder of the fiscal year or for the subsequent
two fiscal years).

In accordance with AB2756, Qualified and Negative Certification districts must wait for
County Office of Education review before the Board of Trustees can act to ratify
bargaining unit tentative agreements.

Based on the current assumptions and projections, the District’s Proposed Budget has
a Qualified Certification. This means that ARUSD will be able to meet its financial
obligations for the current fiscal year and subsequent fiscal year two, but may not be
able to meet its financial obligations in subsequent year three.
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Financial Highlights

The ARUSD Board of Trustees approved the 2011-12 original budget on June 16, 2011
based on the Governor’s May 2011 Proposed Budget. The First Interim Budget
presented herein has been revised to reflect the projections of income with new funding
information per the State Budget Plan and AB114 as signed into law by the Governor on
June 30, 2011. The expenditures also reflect total staffing with step and column increases
and collective bargaining settlements, new expenditures, and other operational changes.

The state budget contains “trigger provisions” that require the Director of Finance to
assess tax receipts in December 2011, and to make additional expenditure reductions if
revenues fall short of forecasts. If tax receipts are more than $2 billion below estimates,
schools would be cut in the following manner:

* Home-to-School Transportation funding would be cut by 50%
* Revenue Limit funding would be cut proportional to the revenue shortfall up to
4% of revenues

If the “triggers” are pulled, school districts are given the option to reduce the school year
an additional 7 days, in addition to the 5 days reduction previously authorized. However,
reducing the school year and imposing corresponding furlough days on employees
require agreement by the collective bargaining units.

Key financial highlights for the General Fund Budget are as follows:

e Base Revenue Limit per average daily attendance (ADA) is $6,266.07, but
funding is at $4.698.27 per ADA based on the statutory COLA of 2.24%, deficit
factor of 19.754% and a one-time revenue limit reduction of $250.00 per ADA.

e Average Daily Attendance is projected at 12,057.03 but the District will be
funded at the higher prior year ADA of 12,181.58 (adjusted for loss to charter
schools).

e Home-to-School Transportation revenue is reduced by $703 thousand (50% cut)
pending mid-year triggers.

e Total expenditures and other uses are projected to exceed revenues, and therefore
reducing reserves, by $9.7 million.

e The $2.1 million Federal Ed Jobs Fund received in 2010-11 is used in 2011-12 to
fund positions previously paid for by the State Fiscal Stabilization Fund (SFSF).
This allows the District to reduce the number of layoffs necessitated by revenue
decrease.
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General Fund

The general fund is the main operating fund of Alum Rock Union Elementary School
District. It is used to account for all activities except those that are required to be
accounted for in another fund. All of the District’s activities are reported in the general
fund unless there is a compelling reason to account for an activity in another fund.

Alum Rock Union is a revenue limit school district, which means that the District
operates under general-purpose revenue limits established by the State Legislature.
Increase in revenue limit funding is set by a statutorily determined Cost of Living
Adjustment (COLA) plus individually determined equalization aid, if any. Revenue limit
income is calculated by multiplying (1) the actual daily attendance (“ADA”) by (2) a base
revenue limit per unit of ADA. In recent years, revenue limit funding has been reduced
by the deficit factor which means that the District is not receiving all the funds it is
entitled to.

In addition to revenue limit income, the District receives federal and state revenues for
categorical programs. These resources are highly restricted and may only be expensed
within the guidelines provided for each program. Local revenues include property parcel
taxes, leases and rentals, interest income, and miscellaneous local sources.

2011-12 General Fund Revenues
(in millions)

Local Revenues
Other State $6.35

Revenues 6%
$17.39
17%

|
Class Size Reduction ‘
$6.06

Unrestricted
$1.40
2%

Revenue Limit

Federal Revenues Resources
$10.03 $59.37
10% 59%

The District’s expenditures are primarily to provide classroom instruction, student
intervention, or instructional support. Administrative and support services are in
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accordance to requirements or mandates by California Education Code, and other federal
and state regulations. Employee salaries and benefits take up approximately 81% of total
general fund expenditures.

2011-12 General Fund Expenditures
(in millions)

Debt Service
Capital Outlay & Payment
Other Outgo $0.59 Direct
$0.46 1% ____Support/indirect
1% Cost
Services, Other
Operating (500:0]
$13.53
12%

Materials and
Supplies
$5.80
5%

Employee Salaries
and Benefits

Changes in the General Funds at First Interim

Total revenues decreased by $2.4 million, from $103.0 million at Revised Adopted
Budget to $100.6 million at First Interim as follows:

e Revenue Limit revenues decreased by $3.0 million as a result of projected mid-
year trigger cuts of $250.00 per ADA,;

o Federal revenues increased by $1.0 million primarily due to 2010-11 categorical
carryovers not included in the Adopted Budget;

e Other State revenues decreased by $.4 million from a reduction in Transportation
apportionment as a result of mid-year trigger (-$702 thousand), and mandated
reimbursements not included in the Adopted Budget ($327 thousand); and

e Class Size Reduction revenues decreased by $56 thousand due to revised K-3
enrollment.

Page |4 il
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Total expenditures increased by $4.5 million, from $105.7 million at the Adopted Budget
to $110.3 million at First Interim as follows:

o Employee salaries and benefits increased by $1.0 million to reflect the addition of
11.43 FTEs, adjustments in budgeted step/column increases, and one-time
$750.00 per FTE stipends per collective bargaining agreements with CSEA and
Teamster;

e Materials and supplies increased by $2.3 million, with the majority of the increase
($2.1 million) in the restricted funds;

o Services and other operating expenditures increased by $1.1 million as a result of
unanticipated services and contracts as approved by the Board; and

o Capital Outlay increased slightly by $.1 million for technology equipment to
support the iDream Project at San Antonio and LUCHA schools.

| General Fund - Unrestricted/Restricted |

2011-12
2011-12 First Revised Budget
Interim Adopted Budget Change

BEGINNING BALANCE 18,453,048 16,005,024 2,448,024
REVENUES
Revenue Limit Resources 59,371,918 62,402,614 (3,030,696)
Other Federal Revenue 10,027,553 8,998,428 1,029,125
Lottery Revenues - Unrestricted 1,399,840 1,373,996 25,844
Other State Revenue 17,394,776 17,748,096 (353,320)
Class Size Reduction 6,059,718 6,115,410 (55,692)
Other Local Revenue 6,347,399 6,358,593 (11,194)
TOTAL REVENUES 100,601,204 102,997,137 (2,395,933)
EXPENDITURES
Certificated Salaries 54,621,926 53,668,401 953,525
Classified Salaries 14,348,137 14,010,228 337,909
Employee Benefits 21,248,330 21,530,473 (282,143)
Materials and Supplies 5,795,496 3,463,491 2,332,005
Services, Other Operating 13,534,946 12,468,556 1,066,390
Capital Outlay 432,220 289,000 143,220
Other Outgo 30,068 30,068 0
Debt Service Payment 590,178 590,178 0
Direct Support/Indirect Cost (302,329) (302,329) 0
TOTAL EXPENDITURES & OTHER USES 110,298,972 105,748,066 4,550,906
INCREASE/(DECREASE) TO FUND BALANCE (9,697,768) (2,750,929) (6,946,839)
ENDING FUND BALANCE 8,755,280 13,254,095 (4,498,813)
TOTAL DESIGNATIONS 3,615,958 3,193,306 422,652
UNASSIGNED/UNAPPROPRIATED AMOUNT 5,139,322 10,060,789 (4,921,467)
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Demographics and Data
ENROLLMENT

Student enrollment for the District peaked in 1998 and has been in a decline since. In
addition to families moving out of the area as a result of the economic downturn, charter
schools continued to erode district enrollment in recent years. The District has lost 985
students since 2005. The CBEDS October 2011 enrollment count was 12,541 (including
special education), a decrease of 140 students from the prior year ending enrollment. The
2011-12 enrollment loss was actually lower than estimated for the Adopted Budget when
the loss was projected at 274.

5 year ARUSD enroliment chart
as of 2011-12 First Interim
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STAFFING

The District already settled with both classified units, CSEA and Teamster, for fiscal year
2011-12 for one-time stipends of $750.00 per FTE. There are no salary increases except
for Step and Column movements. The District is in continuing discussions with the
Alum Rock Educators Association (AREA), as the contract expired June 30, 2011. The
$750.00 per FTE stipends have been disbursed for CSEA and Teamster members.

Class sizes across the district for 2011-12 are as follows:

Grade K-3 20:1
LUCHA Grade 4-5 25:1
Adalante Grade 4-6 25:1
Grade 4-8 32:1
Special Day Class (SDC) 11:1 (average across the district)
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