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EXECUTIVE SUMMARY

The 2007-08 Willows Unified School District (WUSD) budget was disapproved by
the Glenn County Office of Education (GCOE) at the second interim report after it
was submitted as qualified by the district. Subsequently, the 2008-09 budget
was likewise disapproved, based not exclusively on the current budget year, but
primarily on years two and three of the multiple year projections.

The Budget Review Committee (BRC) concurs with this finding. However, a
detailed review of the budget as originally submitted, reveals potential revenue
and expenditure revisions (see exhibit lI) that could improve the status of the
budget at the First interim Report. Nonetheless, especially given the likelihood of
mid-year cuts, further significant expenditure reductions will be required to meet
state criteria and standards in future years. The Willows Unified School District
appears willing to undertake the necessary actions to resolve its budgetary
Issues, especially given the assistance of the Glenn County Office of Education’s
appointment of Pat Goss as fiscal advisor.




BUDGET REVIEW PROCESS

LEGAL AUTHORITY: The budget Review Committee (BRC) was convened
pursuant to Education Code sections 42127.1 and 42127.2 (a). The BRC acted
in compliance with Education Code sections 42127.2 (b, ¢ and d) and 42127.3.
The BRC conducted extensive document review and interviewed face to face key
personnel from both the WUSD and the GCOE. Additional interviews were
conducted at the BRC's request and by the request of any individual wishing to
be interviewed (see exhibit |, Interview List). The BRC worked entirely as a three
member team, without dividing responsibilities and meetings/interviews. The
presence of the BRC in the community of Willows was highly publicized, thus
providing ample opportunity for broad spectrum participation.

The primary objective of the BRC is a,..."workable, fiscally prudent budget for the
district that conforms as much as possible to the CDE criteria and standards.” It
Is important as well, that the readers of this document understand that this report
is based on a perceptual “snapshot” of compressed time and events. A given in
this and all processes to follow, is to protect as much as possible, core services
to students in the Willows Unified School District.

BACKGROUND: The 2007-08 Willows Unified School District (WUSD) budget
was disapproved by the Gienn County Office of Education (GCOE) at the second
interim report after it was submitied as qualified by the district. Subsequently, the
2008-09 budget was likewise disapproved, based not exclusively on the current
budget year, but primarily on years two and three of the muitiple year projections.

In short, the reasons for the disapproval were:
= Over reliance on the features contained in the Governor's 2008 May
Revise, which in retrospect were not permitted
o Lack of official documentation for claimed expenditure reductions
o Incomplete fund transfers
» lack of an acceptable Fiscal Solvency Recovery Plan

In its correspondence of October 7, 2008 (exhibit il), to WUSD board president,
Sherri Brott, the GCOE stated,...It appears the district will end the (current) year
with a positive (fund) balance at this time and will be able to meet its fiscal
obligations and reserves for the current year, but not for the two subsequent
years.” Additionally noted in that correspondence is the fact that the GCOE
appointed, Pat Goss, a fiscal advisor, to assist the district in developing a Fiscal
Solvency Recovery Plan and approvable budget. Ms. Goss will be a pivotal
neutral contributor to ensuring the WUSD'’s current and future solvency and will
provide essential insight to both the GCOE client services administrators and the
WUSD board and administration. As such, the BRC predicts that the individuals
and entities involved in this budgetary controversy can benefit greatly through the
resolution process.




Muiti-Year Budget Findings and Recommendations

Finding Number 1: Given the state’s fiscal/political circumstances at the time
the budget was adopted, which have subsequently significantly worsened, and
the issues cited in the October 8, 2008 correspondence (above), the BRC
concurs with the GCOE disapproval of the WUSD's 2008-09 budget as
submitted.

Recommendation 1.1: That the WUSD fully embrace and engage the services
of the appointed neutral fiscal advisor. The GCOE is commended for the specific
selection of this fiscal advisor, Pat Goss. In this difficult circumstance, her
expertise will bring a wealth of knowledge and experience to all involved in
resolving this circumstance.

Recommendation 1.2: That the WUSD, with the aid of the fiscal advisor,
present a first interim report that is as much as possible precise and compliant
with the current directives of the GCOE and the State of California.
Recommendation 1.3: That the GCOE consider the First Interim Report, which
will be prepared under the guidance of the neutral fiscal advisor, with absolute
objectivity, given the fact that he BRC is suggesting legitimate revisions to the
2008-09 budget that should improve both the current budget year and
subsequent years findings (see 1.6, below).

Recommendation 1.4: That the WUSD, the GCOE and the neutral fiscal
advisor work collectively to prepare the WUSD to deal with the inevitable mid-
year revenue reductions from the state and generously share coping strategies
with all of the GCOE client districts.

Recommendation 1,5: That the WUSD with the expert assistance of the fiscal
advisor develop and submit a viable fiscal solvency recovery plan to the GCOE,
as soon as possible.

Recommendation 1.6: That the WUSD provide official (board adopted)
documentation of its fiscal solvency recovery efforts.

Recommendation Number 1.7: The BRC reviewed several financial documents
which included:

o 08-09 original budget with 07-08 estimated actuals

e (07-08 unaudited actuals

o (7-08 first and second interim, and the year-end report

e Annual Financial Audit reports for June 30, 2005, 20086,

o ADA trends

In reviewing these documents several recommendations were ascertained:

° Inreviewing the A form from SACS software it was discovered that WUSD
has built the 08-09 budget with the assumption that no average daily
attendance (ADA) would be generated from the three Community Day
Schools (CDS). These schools are funded on current year ADA. CDS
funding is based on the necessary small school funding formula. In
reviewing the past five years, the WUSD had ADA of 13 to 17 per year. It
is the recommendation of the BRC that at least 12 ADA be included on the
revenue limit at first interim.




WUSD in the past has budgeted the full current allocation and deferred
revenue or carry over for categorical programs. WUSD budgets any
surplus in a separate expenditure object code to set aside funds for future
years. This practice overstates expenditures in the current year. The
district could implement using object code 9740 legally restricted. These
funds could then be used in future years.

In reviewing the unaudited actuals against the current 08-09 budget,
several expenditure object codes seem to be overstated in the 08-09 year.
The overstatement of expenditures could be caused by balancing the
categorical programs. A review of all expenditure lines should be
conducted to see if the amounts budgeted is in line with the unaudited
actuals from the prior year.

o Health and Welfare unaudited Actuals 07-08 are $315,086 and the
current 08-09 budget has $340,754 for a difference of $25,688.
This seems high as several positions were eliminated in the 08-09
year.

o Supplies in the unaudited actuals for 07-08 were $365,623 and the
current 08-09 budgeted amount of $599,519 for a difference of
$233,896

o Travel and conference in 07-08 unaudited actuals was $63,159 and
the budgeted amount for 08-09 is $187,941 for a difference of
$124,782

o It appears that the communications budget has been doubled. In
reviewing this with the district they did concur that the budget was
inflated because of a coding error. This will be a cost saving of
approximately $25,000.

The district has also seen declining enroliment in the current year
enroliment. By using the last three years of CBEDS to P-2 ADA numbers,
it appears the district will be funded on the prior year ADA at P-2. The
district could also look for ways to increase ADA with student incentives.
The trend shows ADA percentage falling each of the last three years. The
district could use 91% of the CBEDS number as a possible ADA projection
for the multiyear.

= (5-06 CBEDS 1804, 05-06 funded ADA1695, 94%

= (06-07 CBEDS1766, 06-07 funded ADA1628, 92%

= 07-08CBEDS 1783,07-08 funded ADA 1628, 91%

o The district needs to monitor enroliment on a more frequent basis.

The ending fund balance in the general fund from the audit reports for the
last three years has decreased. WUSD should not continue to deficit
spend in the future. Working with the fiscal advisor to regain a balanced
budget is necessary to provide fiscal solvency.

= June 30 2005 General Fund Balance $1,915,297

= June 30, 2006 General Fund Balance $1,881,287

= June 30, 2007 General Fund Balance $1,478,687




» The district, with approval from the board of trustees, could move a portion
of the resources from fund 20 to fund 17. This would help in showing the
minimum requirement of 3% reserve for economic uncertainty.

Finding Number 2: By the admission of most individuals meeting with the BRC,
the working relationships between the WUSD and the GCOE is strained,
specifically as regards the budget approval and monitoring process.
Recommendation Number 2.1: That the WUSD and GCOE, under the tutelage
Ms. Goss, endeavor to work collaboratively to ensure the solvency of the district
and protect as much as possible core educational programs.

Finding Number 3:  The special education bill-back to the WUSD from the
SELPA (GCOE) has grown exponentially over the past several years. Analysis
has revealed that this has been a fairly typical circumstance state-wide, as
SELPAs and school districts adjusted to new state-mandated formulas. Most
school districts were “held-harmless” as county offices continued to shoulder this
burden for several years, as these formulas were implemented. Once the county
offices were fiscally unable to shoulder this burden, most school districts
experienced significant increases in bill back costs.

Although, apparently by the agreement of the GCOE client districts, the bill-back
cost is not provided until the First Interim Report. Recommendation Number 3:
That the fiscal advisor examine this practice and determine if this calculation can
be made for WUSD (and all GCOE client districts) prior to the adoption of the
budget, for the current budget year and as much as possible for two additional
budget years.

Finding Number 4: Within the WUSD there is, as perceived by the BRC, the
dedication to do whatever is necessary to maintain fiscal solvency and provide
the best possible education and services to students. The district's current
position is precarious, but undoubtedly will worsen, once the inevitable mid-year
cuts are identified.
Recommendation number 4: That the WUSD superintendent and board work
closely with all stakeholders by:
e Sharing openly all levels of information to the community via bulletin,
media releases and the district website
¢ Creating a broad-spectrum budget review committee
» Engaging the employee associations in exploratory discussions regarding
revenue enhancement and expenditure reductions

Finding Number 5: The current WUSD business office data processing system
is incomplete, and thus it does not adequately communicate internally for report
generation and externally with the GCOE.

Recommendation Number 5: That the GCOE and the GCOE client districts
come to agreement on a data processing system that best meets the full
spectrum of business operations needs.




Finding Number 6: The inevitable revenue reductions mid-year and subsequent
years will bring unprecedented challenges to the WUSD and virtually ail school
districts state-wide. The state will not likely make specifically targeted state-wide
cuts, and as such, every district in the state, including WUSD, will be confronted
with difficult choices and potentially concerned constituents and stakeholders.

All constituents and stakeholders need to be reminded that if the WUSD fails to
comply with the provisions of AB 1200 (fiscal solvency), requiring a state loan to
survive, a state appointed trustee will take over the district and suspend all
policies and collective bargaining agreement provisions.

Recommendation Number 6: The employee associations and the district must
meet regularly and frequently to determine best practices to protect core
programs for students and the essential interests of current and retired
employees, while realizing the very negative consequences should the WUSD's
fiscal condition continue to deteriorate.

Finding Number 7: As much as could be determined during this brief review,
the contributing factors that have brought the WUSD to this circumstance include
the following:
e Significant and continuing enroliment losses
» Delayed corrective response to declining enrollment, i.e.. delayed staffing
reductions
e The planned spend down of reserves over several budget years
e Unintended consequences of the benefits on the salary schedule
agreement
e Limited lifetime benefits for some classified and administrative personnel
The Willows United Teachers Association (WUTA) has been appropriately
cooperative in dealing with this circumstance, readily making concessions.
Informed cooperation will be required by all stakeholders to fiscally survive
the mid-year cuts and future year lean revenues.
Recommendation Number 7.1: That the WUSD work closely with the fiscal
advisor and any experts she recommends to determine the future costs of
both the benefits on the salary schedule and the limited lifetime benefits and
means by which these costs can be contained.
Recommendation Number 7.2:  That the WUSD work closely with the
Fiscal Advisor to explore means by which to enhance revenue and reduce
expenditures. WUSD board action on the fiscal advisor's recommendations
must be completed expeditiously.
Recommendation Number 7.3: That the WUSD immediately suspend all
but essentially required expenditures.
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Exhibit

The BRC met on the morning of November 10" 2008 and convened an initial
meeting

as arranged in advance by the State Superintendent of Public Instruction staff at
the Willows Unified School District Central Office at 1:30 p.m. on November 10,
2008. This initial meeting was attended by Glenn County Office of Education
staff and Willows Unified School District staff. The purpose of the meeting was to
outline the anticipated

process for collecting data, interviewing individuals, and developing materials to
form the basis of the final report authored by the BRC. Interviews were
conducted on November 10" at the Willows Unified District Office, November
11" in the conference room at the Baymont Inn and Suites in Willows, and
November 12" at the Willows Unified School District Office. An exit conference
was held on November 13 at 9 a.m. in fhe Willows Unified District Office where
preliminary findings by the BRC were reported. This

exit conference was attended by the BRC and the Board President and staff of
the Willows Unified School District. Glenn County Office of Education staff
notified BRC that they would not be able to attend. Al interviews were in person

with the exception of the Fiscal Advisor who was interviewed by phone.

Individuals Interviewed

Sherry Brott, President, Willows Unified School District Board of Trustees

Arturo Barrera, Glenn County Superintendent of Schools



Pat Goss, Fiscal Advisor, Glenn County Office of Education
Karen Hanson, President, Willows Unified Classified Bargaining Unit
Margaret Hays, Bargaining Chair, Willows Unified Teachers Association

Randy Jones, Director of Business Services, Glenn County Office of
Education

Diane Lyon, Coordinator of Fiscal Services, Glenn County Office of
Education

Linda Miller, Board Member, Glenn County Office of Education

Dr Steven Olmos, Superintendent, Willows Unified School District
Steven Rudy, Fiscal Consultant, Willows Unified School District

Vicki Shadd, SELPA Director, Glenn County Office of Education

Betty Skala, Director of Fiscal Services, Willows Unified School District

Jack Townley, President, Willows Unified Teachers Association




OFFICE OF EDUCATION

Arturo Barrera

Superintendent

Board of Education

Ray Gollnick
Orland Area

Catherine Hanes
Elk Creek Arca

Linda Miller
Willows Arca

James Mason
Princeton Arca

JuliaLarson
Hamilton Arca

Programs

Administrative Services
Adult Education
Business Services
Child & Family Services
Curriculum & Instruction
Facilities
Human Resources
Regional Occupational Programs
Senior Nutrition
Student Services
Technology
William Finch Chaner School

Glenn County Office of Education
Willows Office
311 8. VillaAvenue
Willows, CA 95988
530-934-6575
Fax 530-934-6576

Glenn Connty Learning
Center-North
P.O. Box 817
607 E. Tehama St.
Orland, CA 93963
530-865-1683
Fax 530-865-1688

Glenn County Learning
Center-Scuth
451 5. Vilia Avenue
Willows, CA 95988
530-934-6320
Fax 530-934-6325

Glenn County Office of Education
Orland Office
P.O. Box 817
676 E. Walker Strect
Orland, CA 95963
530-8365-1267
Fax 530-865-1276

October 7, 2008

Ms. Sherri Brott, Board President
Board of Trustees

Dr. Steve Olmos, Superintendent
Willows Unified Schoo! District
823 W. Laure] Street

Willows, CA 95988

Dear Ms. Brott, Trustees and Superintendent Olmos:

This letter is being sent to the Willows Unified School District
Governing Board (District) in accordance with AB1200, AB2756 and
Education Code provisions of Section 42127. The Glenn County
Superintendent of Schools (County Superintendent) has reviewed the
District’s letter dated September 5, 2008 and documents enclosed
therewith in response to the July 23, 2008 disapproval by the County
Superintendent of the District’s 2008/09 adopted budget. I have also
met with Dr. Olmos and members of your staff to discuss and review our
continued concerns regarding the District’s 2008/09 adopted budget.

The District’s adopted budget was heavily dependent on proposals
included in the Governor’s May Revise, but unfortunately none of the
proposals were adopted into the State budget. As mentioned in our letter
dated July 23, 2008, our latest review must take into account the impact
of the State’s budget on your District and we provided you with
recommendations to consider in revising your budget. We have
recalculated the revenues and expenditures included in your budget and
carefully considered the information provided with your September 5,
2008 letter. It appears the District will end the year with a positive
balance at this time and will be able to meet its fiscal obligations and
reserves for the current year, but not for the two subsequent years. It is
our opinion, therefore, that neither the budget nor the fiscal recovery
plan contains sufficient reductions to demonstrate how the District will
address the deficits projected for future years. The State budget and
proposed zero COLA for next year have only served to make this
situation worse.

"Quality Programs and Services for Lifefong Learning”™




Based on the above information, the County Superintendent has no choice but to disapprove
the District’s adopted budget. Therefore, the County Superintendent invokes Education Code
42127(d), and assigns a Fiscal Advisor to assist the District in the development and adoption of
a budget along with a fiscal recovery plan that governs the District. The plan and budget will
be developed to assure the District meets its fiscal obligations both in the current and
subsequent years.

Invoking section 42127(d) will assist both the District and the County Superintendent with a
partnership that has shared common interests focused on keeping the District solvent. To
comply with all legal timelines we will be setting up regularly scheduled meetings. We are
convinced the District has the ability to make a complete recovery. As always our staff will be
available to assist you. If you have any questions or need my assistance, please contact me.

Sincerely,

, (o G

Randy Jones
Director of Business Services

cc: Mr. Arturo Barrera, County Superintendent of Schools
Ms. Betty Skala, District Business Manager
Mr. Steven Rudy, District Consultant
Mr. Scott Hannan, California Department of Education
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July 23, 2008

Ms. Sherri Brott, Board President
Board of Trustees

Willows Unified School District
823 W. Laure] Street

Willows, CA 95988

Dear Ms. Brott and Trustees:

This letter to the Willows Unified School District Governing Board
(District) is in accordance with AB1200, AB2756 and Education Code
provisions of Section 42127. The Glenn County Office of Education
(County Office) has reviewed the District’s adopted budget submitted to
us prior to July 1, 2008. Based upon our review, we note the following.

AREAS OF CONCERN

The Board of Trustees has not adopted a Fiscal Solvency Plan as
directed by the County Office in our April 15, 2008, response letter to
the District’s Second Intenim report.

Certificated salary accounts have been reduced by over $500,000 since
the submission of the End of Year Projection report and the assumptions
submitted with the budget do not substantiate any staffing reductions.

The cash transfer of over $500,000 from fund 20 to the general fund has
not been completed. These dollars, however, are currently included in
the beginning balance totals for the budget.

The inclusion of over $400,000 in May Revise savings was premature.
These savings consist of a sweep of unspent categorical cash to the
general fund, no match for deferred maintenance, a reduction in the
reserve levels for both the Routine Restricted Maintenance account and
the Designated Reserve for Economic Uncertainties in the general fund.
Current budget discussions at the state level do not guarantee these
savings. No board-approved plan was submitted showing altemative
reductions to be implemented if the May Revise savings are not part of
the state budget.

“Quality Pragrams and Services for Lifelong Learning”




Reductions to legal expenses are not in line with what was spent last year for those
services.

DETERMINATION

It is certain that without the inclusion of the above savings and reductions, the District’s
budget would end with a negative furid balance. In additjon, due to the lack of
sufficient documentation we are disapproving your 2008/09 budget at this time.

Education Code allows the District until September 8, 2008, to provide the necessary
documentation that supports the District’s reductions and savings. The District shall
hold a public hearing and revise and readopt its budget if necessary.

REQUIRED FORMAT, INFORMATION AND DOCUMENTATION

Copies of layoff notices, retirermnents or termination letters that correspond to the
reduction in salary from last year. In addition, please create a report that lists the
person’s name, position, FTE, location, salary and benefit cost and provide totals.

Copies of any layoff rescission notices.

Copies of signed contract changes showing the reduction in FTE and salary that
corresponds to the reduction in teaching periods as listed in the assumptions.

Copies of all class lists with the number of students and assigned teacher for the
2008/09 year as of August 26, 2008.

Provide a written status of the elimination of Class Size Reduction as approved by the
Board of Trustees in resolution 07-08-05. Including an explanation why Class Size
Reduction remains in the budget.

Submit the cash transfer paperwork for the movement of cash from fund 20 to the
general fund by July 31, 2008.

Provide documentation of the source of funds totaling $165,000 recorded as a transfer
into the general fund. .

Provide documentation demonstrating why the District has reduced appropriations for
lega) fees, increased revenues from interest, rents and leases, and increased
appropriations for travel and conference.

Provide board-approved alternative budget reductions that will be made if the savings
associated with the May Revise are not a part of the state budget when adopted, or
remove the May Revise savings amounts.




Provide an adopted Fiscal Solvency Plan demonstrating how the District will reduce -
staffing over the subsequent two years by over $900,000 as listed in the Multiyear
Projection (MYP) that was submitted. The reported decline in students is not sufficient
evidence that the projected layoffs can be achieved. If the District is not currently
overstaffed, the salary reductions in future years must be decreased significantly or
removed from the MYP.

CONCLUSION

Upon receipt of the requested information, including, if necessary, an updated board-
approved budget and MYP, we will be able to make our final review and determination.
Changes to the adopted state budget affecting schools will be considered in our review.

Our final review and determination regarding your budget will be completed by
October 8, 2008, as required by Education Code. At that time, your budget will be
approved or disapproved. If disapproved, the County Office will invoke and comply
with Education Code 42127 et seq.

It is in the best interest of the District to establish a sustainable budget. Open
communication is critical to achieve this goal. If you have any questions or need
additional assistance, please call me.

Sincerely,

Randy Jones
Director of Business Services

Cc:  Mr. Arturo Barrera, County Superintendent of Schools
Dr. Steven Olmos, District Superintendent
Ms. Betty Skala, District Business Manager
Mr. Steven Rudy, District Consultant
M. Scott Hannan, California Department of Education



