Meeting with Nellie Hungerford – Assistant Superintendent 
December 10, 2008

· Nellie began the meeting by stating that our district is facing extraordinary issues, as the district is being affected by the problems being faced on statewide, global and national levels. 

· On a statewide level, there are strong indications that the governor and legislators of California will be forced to make significant mid-year cuts to balance the budget in California.

· The budget cuts are expected to be announced on January 12th.

· The cuts could be anywhere from $300 - $600 per student, which would translate to about $800,000 - $1.7 million for our school district.

· If these cuts do occur, as many as 50% of the school districts in California would end up as “qualified” or “negative” status, as their would be significant deficits in these districts’ budgets.

· Currently, if a school district is in a deficit position, it has to borrow money from the state, and the operations of the district are taken over by the state until that money is repaid.  However, if 50% of the districts have deficit budgets, then the state would have to figure out another way to treat these districts.

· Another drain on the school district’s budget is the requirement that the district pay for “unfunded mandates” – programs that by law the school district is required to pay for, but receives no extra funds to maintain.
· A recent court ruling found that the state needs to fund any mandates.  However, with the state’s budget problems, it remains to be seen if there is any money to fund mandates.

· The biggest unfunded mandate is in special education.  In just the first 3 months of the school year, the district has paid $800,000.

· Due to our district’s good reputation and affordable housing, we have a higher than normal proportion of special education students, and we must fund their educations.
· As a “basic aid” district, we get the majority of our money from property taxes.

· In the current year, the increase in property taxes was 7.1% over last year, when only 5% was budgeted.

· However, based on the expected costs, we would need a 12.9% tax increase to cover all the costs.

· Therefore, although we collected more in property taxes than expected, it still is not enough.

· It’s expected that many property owners will ask for reassessment in this economy, reducing future property tax revenue.

· Genentech recently won a tax appeal, and will be repaid excess property taxes from previous years, which will result in a bill of $180,000 to our district.

· Based on these factors, Nellie is anticipating only a 4% tax increase for the next 2 years.

· The Lehman Brothers bankruptcy resulted in $1.729 million of lost funds in our district, which affect the new school and the general fund.
· There will be a need to make difficult choices in our district.

· The first interim budget will be presented in December.

· The second interim budget will be presented in January.

· The actual budget will be presented in March, and the district needs to show that it is solvent not only for the current year, but for 3 years out.

· To balance the budget, Nellie went to an advisor to find out where she could make cuts and move money.

· The district had to give up debt service reserves.  Previously the district was able to maintain the debt service for the current year, plus 2 years in reserves.  This was to make sure that previous years’ debts could continue to be paid.  However, the reserves were needed to help bridge the budget deficit.

· The district is required to keep general reserves of 3%, but had been maintaining 5% reserves.  The extra 2% had to be used to bridge the budget deficit.

· All reserves for capital improvements had to be used for the budget deficit.
· The district is currently asking all staff members to submit their ideas for how to decrease spending, in the hopes that some cost-saving can be obtained through the staff participation.

· Nellie anticipates that the district will need to make about $250,000 in “hard” cuts for the current school year to show that the deficit is solvent for the next 3 years.

· If these cuts are not made in the current school year, she anticipates that in the next school year, the district would need to make $250,000 in “hard cuts, plus $250,000 in “soft” cuts.

· To combat these issues, a new task force is being put together by School Force.

· This task force will use lobbying efforts and writing campaigns to try to raise funds for our district.

· Nellie talked a little about the effect that all of these budget problems will have on the new RWS school.

· Our school district is filled to the max.  The new school is really needed.

· Currently, the construction is hung up by a geotechnical report.

· The hope is that the new school will be ready to house kindergarten & 1st grade classes by August 2009.  
· If the school cannot be built on time, then we have the issue of lack of space.

· A possibility to alleviate this problem of lack of classroom space is having AM/PM kindergartens.

