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Final Update regarding Significant Budget Considerations for the Christina
School District

The initial draft of this report, issued on April 21, 2006, indicated that the Christina School
district was projected to have a deficit of $13.9 million through June 30, 2006. This projection
was based on information made available to the state group during the first three weeks in
April and was focused on major expenses such as salaries, other employment costs and
energy expenses. This projection was not intended to fully encompass all expenses that the
district would incur through the end of the fiscal year and also did not include every
revenue source. The purpose of the projection was to assess the relative financial position of
the Christina School District and was not intended to be viewed as a comprehensive audit or
pinpoint any projected deficit amount.

Since the release of that report, district officials have provided the state group additional
information concerning the projected deficit. Some of the additional information was the direct
result of Christina officials taking action on items identified in the report while some information
was not originally made available to the group. The state group has analyzed all of additional
information that the district provided. The group has altered some of their projections based on
this information and has questioned the appropriateness of other items. Based on all of the
information provided to the state group as of noon on May 19", the final projection
regarding the financial position of the Christina School District concerning major
obligations such as salaries, other employment costs and energy, indicates a deficit of $11.3
million through June 30th. Please be advised that District officials are in the process of
identifying additional obligations that may increase the projected deficit. Additionally, the
district will begin Fiscal Year 2007 with a structural budget problem. Further action will be
needed to quantify and close the structural gap for the next fiscal year and ensure the district’s
financial stability.

While the work of the financial review team is now complete, issues brought to light during the
review process must still be resolved and may affect the local fund obligations of the district.
These issues include an audit of authorized positions throughout the district, amendments to
current federal grants, review of charges in the tuition bills and satisfaction of any audit findings
done as a result of this review.

One of the areas identified by Christina officials as a possible revenue source was $1.7 million
for special school transportation. The Department of Education and the state group have
questioned the appropriateness of this charge and are concerned that the district may be double
counting those expenses. The state group has had several discussions with the district regarding
this concern and has asked for additional information to support the charge. As of May 19", the
state group has not received enough information to include this charge as an appropriate part of
tuition bills to be paid by other school districts. Additional questions have been generated



concerning the charges billed for the Autistic program and the REACH program that need to be
resolved. Until resolution of those questions, the state group, in collaboration with Department
of Education officials and Christina officials, has estimated the appropriate billing amount based
on the actual costs of those programs to date. This has impacted the indirect cost revenue
estimates for the districts as well as the amount the district owes to its own special schools.

Since the original draft of this report was released, Christina officials have begun the process to
amend their federal grant applications. This was done as a result of the group’s analysis that the
district was out of compliance in some of those programs. To date, amendments have been
submitted for many of the federal programs but have not yet been approved. For example, one
amendment for the Title | program would close the funding deficit for salaries projected in the
program through June 30", which was calculated to be $439,786. Because these have not yet
been approved, the state group has not changed the deficit projection included in the balance
sheet but we recognize that these amendments sought by the district may decrease the projected
deficit.

Another area where further review is needed is the use of state authorized positions. The State
Auditor will conduct an audit to ensure that the district is in compliance. The state group has not
assumed that the outcome of such a review will impact local obligations but this is a possibility.

CSD officials have identified additional amounts owed by the district before June 30" that were
not factored into the state group’s projection because they were outside the scope of the review.
We wish to reinforce the fact that this review focused on the major obligations of the district and
was not a comprehensive audit of all accounts. It would not be possible for the group to
anticipate any and all transactions occurring between now and June 30" that could change the
amount of the deficit. We feel it is important to state that Christina officials have had ample time
to review the projections provided in this report. All additional information provided by the
district in response to the initial draft of the report has been analyzed and changes have been
made where we agreed with the district’s information. While complete consensus between
Christina officials and the state group on the projection has not been reached, Christina officials
have independently identified a multi million-dollar deficit through June 30th. Christina officials
have also identified that the issue is structural in nature and will carry over into fiscal year 2007
as evidenced by the announcement that 75 teachers have been notified for a reduction in force
(RIF) and indication that other employee groups may be affected.

Officials at the Christina School district, the Department of Education, the State Auditor’s Office
and the Office of Management and Budget will continue working towards resolving the financial
issues identified in this report.



Significant Budget Considerations Christina School District (95 33) - Final

Identified Issues as of May 18, 2006

Projected Projected
Receivables Expenditures
Through Through
Appr June 30 June 30 Comments ATTACHMENT OR SOURCE
Fiscal Year 2006
State
0287 99,458 Unencumbered Balance, Appr 0287 FY 05 and 06 Daily Validity Balance F25R1405 as of 05 18 06 1
- PO's to be closed Already done by CSD 2
Local Funds
8000
3,609,590 Unencumbered Balance Local Funds, Appr 8000 FY 05 and 06 Daily Validity Balance F25R1405 as of 05 18 06 3
300,000 Projected Tax Revenue CSD District Office 4
471,000 Sr. Citizen Tax Relief OMB calculation 5
13,002 Reserve Account, Appr 8001 Daily Validity Balance F25R1405 as of 05 18 06 6
143,815 School CHOICE Receivable DOE Spreadsheet 7
- Transportation from DOE, Appr 0150 CSD District Office- already received and spent 8
51,818 Indirect Costs, Appr 8910 State Group Analysis- possible revenue through June 30th 9
68,587 Unused POs to be Closed CSD District Office 10
1,100,614 Indirect cost revenue from tuition billings DOE worksheet based on CSD date 11
111,391 Revenue in Appr 9303 to be used to offset deficit in Appr 9302 CSD District Office 12
5,969,275 }
(381,115) Prior Year Audit Findings Audit Findings 13
(726,872) Private Placement costs due to DOE DOE Worksheet 14
(6,086,223) Projected Salary and OEC, Appr 8000 Payroll Posting Report F25U5405 as of 05 12 06 15
(2,069,240) Projected Transportation Salary and OEC and Kickers, Appr 0150 Payroll Posting Report F25U5405 as of 05 12 06 16
(1,500,000) Projected Energy Costs (March, April and May) State Group Analysis- updated numbers did not indicate March expenses paid 17
(1,586,315) Projected School CHOICE Costs DOE Worksheet 18
(666,651) Repay Tuition for Improper Cash Movement , Appr 8200 DOE Worksheet and CSD confirmation 19
(240,000) Projected Substitutes Cost-3 pays CSD District Office projection of $80,000 per pay 20
(70,477) Projected Salary Shortfall PCD, Appr 0197-Code Local Payroll Posting Report F25U5405 as of 05 12 06 21
- Improper Contractual Option Charge, Appr 0188 Corrected by District 22
(19,931) Repay Tuition for Improper Cash Movement (2), Appr 8200 DOE Worksheet and CSD confirmation 23
(805,731)| | Analysis of Tech Maintenance, Appr 8425 State Group Analysis 24
(1,206,528) Federal Salary/OEC Shortfall-Code Local State Group Analysis- previous kickers resolved 25
- Payroll Kickers-Expired Federal Grants Resolved as of 05 18 06 using local funds 26
(199,008) Projected Shortfall/Kickers Indirect Cost Salary, Appr 8910 Payroll Posting Report F25U5405 as of 05 12 06 plus payroll kickers as of 05 17 27
(650,118)| | Additional tuition owed to CSD Special Schools State Group Analysis 28
(103,384) Projected Salary Shortfall/Kickers-Prof Devel/Teacher Cadre, Appr 0205/0206 Payroll Posting Report F25U5405 as of 05 12 06 29
(104,671) Projected Salary Shortfall-Full day Kindergarten, Appr 9302 Payroll Posting Report F25U5405 as of 05 12 06 30
(896,818)| | Tuition due to other District's Special Schools State Group Analysis 31
(17,313,082)
Projected June 30, 2006 Ending Balance
wiThout‘ consideration of Pending Ite‘ms (11,343,807)
L | \
FY 2007 Significant Budget Considerations
Federal payroll July through Sept 15 (1,891,318) Federal Program Analysis
Federal payroll Sept 16 through Dec 31st (2,845,565) Federal Program Analysis
Energy Inflation [ (2,000,000) CSD District Office
General Reserve Fund: Budgeted but spent (2,000,000), |Commitment made in FY 2006 Budget Final budget presented to Board of Education
Next FY Opening Expense \ (2,000,000), |Commitment made in FY 2006 Budget Final budget presented to Board of Education
Board approved Budget for Admin. Perf Pay (600,000) Board Meeting Date - October 11, 2005 Board Minutes - Action Item
Estimated Summer School Costs \ (420,000) CSD District Office
Temporary Employee Contracts - July to Sept (300,000) CSD District Office
Liability Insurance (200,000) FY 2006 Costs
Termination \ (168,000)| |Unknown Fund Source(s) CSD District Office
FY 07 Teacher Contract increase - All Salary funding sources 3.25% per Ms. DeCosta
Cost of Administrator Increases
Retirement
Movement on Employee Pay Scales
Collective Bargaining Agreement Commitments
\ (12,424,883)| | These are not all local funds commitments
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