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EFFECT OF STATE BUDGET AND LOCAL PROPERTY TAXES

STATE BUDGET

The primary source of funding for school districts is the revenue limit, which is a combination of State funds
and local property taxes. State funding sources typically make up the majority of a district’s revenue limit.
Revenue to be received by the District from the State portion of the revenue limit, will account for about 63%
and local property taxes will account for about 14% of the total general fund revenue in 2010-11.

Proposition 98 determines the minimum funding level for K-14 education. But there are many facets below the
surface that determine Proposition 98 funding, most notably the strength of the State’s economy and State tax
collections.

The Proposition 98 minimum funding level can be thought of as a “pot” of money for K-14 educational
agencies. Proposition 98 does not, by itself, appropriate money for specific purposes. Rather, it is up to the
Legislature to appropriate that minimum level through the annual Budget Act or other legislation. About 90%
of Proposition 98 funding is appropriated for K-12 school districts and county offices of education and about
10% is for community college districts. Both the split of the Proposition 98 guarantee between K-12 education
and the community colleges and the appropriation of funds among specific programs to satisfy the guarantee
are under the control of the Legislature. And although Proposition 98 gives K-12 education a constitutionally
guaranteed minimum funding level, there are no guarantees that the state will not suspend that guarantee
when fiscal conditions are bad enough.

Mid year in 2008-09 the real picture of the State budget on K-12 education was revealed and significant
reductions had to be made. The slow down in the housing market and construction reduced the number of
additional dollars allocated by the State to schools. In 2010-11, State budget shortfalls will significantly
decrease K-12 educational funding, as reflected in the following graph.

Proposition 98 Funding Levels (In Billions)
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LoCAL PROPERTY TAXES/ASSESSED VALUATION

Taxes are levied by the County for each fiscal year on taxable real and personal property situated in the District
as of the preceding January 1st. Proposition 13 fixed property tax rates at 1% of the assessed value (AV) of the
property. Only certain special tax overrides (requiring a 2/3 majority vote) are permitted to increase that tax
rate. The AV increases by a fixed amount, no more than 2% per year, unless the house is sold. Thus one finds all
over the state situations in which the owners of identical houses next door to each other pay radically different
levels of property tax. This also means that the assessed values carried on the roll show minimal relationship in
many cases to the actual market value of the property. The County Assessor maintains a database of assessed
values. There is no database of the market value of properties.

The table below shows the tax collections in our tax area since the creation of the District. On average, school
tax revenues cost the taxpayers $.35 per $100 assessed valuation (AV). In addition, homeowners in our District
are assessed an average of approximately $55.00 per $100,000 for our general obligation bonds.

Twin Rivers Unified School District
Assessed Valuation and Property Tax Comparison

TRUSD Property Tax Revenue

Fiscal Year Local Secured ‘ Utility Unsecured Tax Revenue Per $100 AV

2008-09 $ 9,766,497,323 $ 5,357,287 S 402,760,131 $ 10,174,614,741 |$ 35,570,694 S 0.35
2009-10 $ 8,508,867,837 $ 5,357,287 S 415,193,724 $ 8,929,418,848 |$ 28,695,706 S 0.32
2010-11

Proposed S 8,508,867,837 $ 5,357,287 S 415,193,724 S 8,929,418,848 |$ 32,207,805 S 0.36
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SPECIAL EDUCATION

As required by federal and state law we provide a full continuum of services to students with special educational
needs. Federal law requires public schools to provide appropriate services for eligible children from age 3 through
21, which include district preschool programs for special education children. State and federal law requires that
an individual education plan (IEP) be developed for each special education student. The IEP is developed by a
team including teachers, specialists, administrators, and the student’s parents. Approximately 11% of our
students are eligible for and receive some kind of special education service in the district.

Because the cost of providing services to these students is a significant portion of our total spending, our special
education administrators try to find the most efficient way to deliver quality services to our students. For the
budget year we expect to spend $33 million, 14% of our total general fund expenditures. We receive funding from
the state and federal government that covers 72% of this total. The district contributes $9.1 million or 28% of the
total cost of our special education program. The costs and funding sources since the inception of Twin Rivers
Unified School District is shown in the accompanying table.

Special Education "Encroachment"
The Difference Between Our Mandated Spending and How Much We Are Funded

$40,000,000
$30,000,000
$20,000,000
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S_ 4
2008-09 2009-10 2010-11*
O State/Federal Revenue $25,523,865 $25,308,553 $23,814,894
B Expenditures $31,797,300 $31,446,770 $32,956,042
* Proposed

The number of students receiving special education services remains fairly constant each year at around 10-11% of
the total student population, but the cost of certain programs such as services to children with autism spectrum
disorder has risen dramatically. Specialized services for these students can cost an average of $50,000 or more per
student per year.

State funding for special education flows through our Special Education Local Plan Area (SELPA), a consortium of
ten districts including the County Office of Education. The districts work together to coordinate services and
Programs, where appropriate, in serving students from the entire SELPA in the most cost efficient manner. As an
example, our district operates a program for students with orthopedic impairments for districts in the north area
of our SELPA. Our county office of education supports our SELPA and other SELPAs in the county with some
financial management services as well as providing some special education programs and services.

TwinRivers
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I MUuLTI-YEAR FINANCIAL ASSUMPTIONS AND FORECASTS

The following section contains a four-year forecast of revenues and expenditures in the General Fund. The
assumptions underlying the multi-year projections are detailed below. The projections follow the assumptions.

GENERAL FUND — UNRESTRICTED

Revenue Assumptions. Our District Revenue Limit includes:

COLA Deficit adj Deficit ADA
2011-12 2.10% (3.85%) (18.355%) (533.41)
2012-13 2.40% (3.85%) (18.355%) (461)
2013-14 2.70% (3.85%) (18.355%) 200.00

A 200 ADA increase is anticipated for 2013-14 based upon infrastructure changes (underground, bridges, etc.)
which will allow for easier access to one of our dependent charter schools, resumption of construction in
Natomas and gains in secondary schools due to the unification and instructional changes Twin Rivers USD is
making.

No Federal Revenues are projected since all Federal Revenues are restricted.

Within Other State Revenues, lottery revenue remains at the 2010-11 rates as does hourly programs and all other
State programs.

Other Local Revenue and Other Financing Sources are projected at the 2010-11 levels.
Expenditure Assumptions.

Note: Per State law, all Tier llI flexibility (totaling $5,685,182) ends June 30, 2013. The $5.6 million is disbursed
between salaries, benefits, books, supplies, services and other financing uses since Categorical programs will
have access to spend these funds instead of using the flexibility to off set unrestricted expenditures.

Certificated salary changes include:

e 1.5% for Step/Column increase for all projection years
e Nosalary schedule increase for all the projection years

-2011-12
e Reduction of 15 teaching positions due to declining enroliment
e  Reduction of a principal position due to a school closure

-2012-13

o Decrease of 13 teaching positions due to declining enrollment

e Decrease of two principal positions due to two school closures

e Anincrease reflecting the elimination of furlough days for TRUE and management
-2013-14

e Increase of 7 teaching positions due to increasing enrollment

e Increase due to the elimination of Tier Ill flexibility

TwinRivers
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Average Daily Attendance (ADA)

The student days of actual attendance divided by the number of days school was in session. ADA is usually lower
than enrollment due to factors such as students moving, dropping out, or staying home due to illness. A school
district’s revenue limit income is based on its ADA.

Base Revenue Limit
See Revenue Limit.

Block Grant

An allotment of money that is the sum of multiple special-purpose funds combined into one. A block grant tends
to have fewer restrictions on how the money is spent than that of the original, disparate funding streams; and it
often combines funds that have similar purposes.

Bonded Indebtedness

An obligation incurred by the sale of bonds for acquisition of school facilities or other capital expenditures. Since
1986, districts have been able to levy a local property tax to amortize bonded indebtedness provided the taxes
are approved by a two-thirds vote of the electorate.

California Basic Education Data System (CBEDS)
The statewide system of collecting enroliment, staffing, and salary data from all school districts on an
"Information Day" each October.

Capital Outlay

Expenditures for major physical changes to a school, such as new buildings, renovations, reconstruction, or
certain new equipment. These investments in the physical structure of a school are expected to last for a number
of years.

Categorical Aid

Money from the state or federal government granted to qualifying school districts for children with special needs
(e.g., Special Education Master Plan), for special programs (e.g., School Improvement Program), or for special
purposes (e.g., transportation). Expenditure of categorical aid is restricted to its particular purpose. The funds are
granted to districts in addition to their revenue limits.

Categorical Programs

Funds from the state or federal government granted to qualifying school districts for children with special needs,
such as disabilities; for special programs, such as the School Improvement Program; or for special purposes
categorical aid is restricted to its particular purpose. The funds are granted to districts in addition to their
revenue limits.

Certificated Employees
School district employees who are required to possess a state credential in order to do their jobs. All regularly
employed teachers and principals are certificated employees.

Certificates of Participation (COP)
A financing technique which provides long-term financing through a lease (with an option to purchase or a
conditional sale agreement).

TwinRivers
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Class Size Reduction (CSR)

Initiated in the 1996—-97 school year for kindergarten through third grade, the state now has two programs that
provide incentive funding for schools to reduce or maintain class sizes of no more than 20 students per teacher.
One program covers kindergarten through third grade classes. A separate program supports smaller classes for

core academic subjects in 9th grade.

Classified Employees
School district employees not required to possess a state credential in order to do their jobs. Examples include
instructional aides, secretaries, clerks, maintenance, custodial workers, and some management personnel.

Collective Bargaining
As required by state law, school districts must follow a prescribed process in negotiating with its employee
groups for salaries and benefits, working conditions, and like issues.

Consumer Price Index (CPI)

A measure of the cost of living compiled by the United States Bureau of Labor Statistics. Separate indexes of
inflation are calculated regularly for the United States, California, some regions within California, and selected
cities. The Consumer Price Index is one of several measures of economic change.

Cost-of-Living Adjustment (COLA)

An increase in funding for government programs, including revenue limits or categorical programs. Current law
ties the COLA for most education programs to the annual percentage change in the "Implicit Price Deflator" for
State and Local Governments -- a government price index. (See Education Code Section 42238.1.)

Debt Service
Expenditures for the payment of principal and interest on long-term debt.

Declining Enrollment Adjustment
A formula that cushions the drop in income in a district with a shrinking student population. Under current law,
districts can count the higher of either last or current year ADA.

Deferred Maintenance
Major repairs of buildings and equipment which have been postponed by school districts. Some matching state
funds are available to districts that establish a deferred maintenance program for these repairs.

Deficit Factor

The percentage by which an expected allocation of funds to a school district or county office of education is
reduced. The state may apply deficit factors to revenue limits and categorical programs when the appropriation is
insufficient based on the funding formulas specified by law.

Deficit Spending
The amount by which total expenditures exceed total revenues for the fiscal year. Deficit spending results in a
reduction of fund balance.

Developer Fees

A charge per square foot on residential and commercial construction. Developer fees are levied by school
districts, with the maximum amount set by law and adjusted for inflation every two years. Proceeds are used for
building or renovating schools and for portable classroom.

TwinRivers
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Economic Impact Aid (EIA)
State categorical aid for districts with concentrations of children who are transient, from low-income families or
need to learn English.

Encroachment/Contribution
Spending a local education agency’s general-purpose funds on mandated special-purpose programs when the
cost of providing the programs exceeds the state or federal funding provided.

Ending Balance

Generally a reference to a school district’s net ending balance of their general fund. The ending balance is divided
into restricted and unrestricted funds that a school district has remaining at the end of a fiscal year. A school
district must have a Reserve for Economic Uncertainties within their ending balance which meets the criteria and
standards minimums as established by the State Board of Education.

Enrollment
A count of the students enrolled in each school and district on a given day in October. The number of pupils
enrolled in the school is usually larger than the average daily attendance (ADA).

Entitlement
An apportionment, typically from the federal or state government, that is received based on specific
qualifications rather than through a competitive process.

Equalization Aid

The appropriation of state monies to increase revenue limit funding for districts with a revenue limit per student
amount below the state average. The amount appropriated to each district is intended to bring the district up to
the state average.

Free/Reduced Price Meals

A federal program to provide food—typically lunch and/or breakfast—for students from low-income families. The
number of students participating in the National School Lunch Program is often used as a way to measure the
poverty level of a school or district population. The number of children in this program can affect schools' or
districts' eligibility for grants or other funding aimed at helping lower-income families.

Full Time Equivalent (FTE)
A term describing the percentage of day an employee works compared to a full day. 1.0 FTE is equal to a full day.

Fund
An independent accounting entity with its own assets, liabilities, and fund balances. Generally, funds are
established to account for financing of specific activities of an agency’s operations.

Fund Balance
The difference between assets and liabilities of governmental and trust funds.

Gann Appropriations Limit

A ceiling on each year’s appropriations of tax dollars by governmental entities, including school districts. Using
the base year (1978-79), subsequent years’ limits are adjusted for the change in California Consumer Price Index
or in per capita personal income, whichever is smaller, and for the change in population (ADA for school districts).
Voters may elect to increase the limit for a four-year period.

TwinRivers
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General Fund
Accounting term used by the state and school districts to differentiate general revenues and expenditures from
those placed in separate budget funds for specific uses.

General Obligation Bonds (GO Bonds)

A local bond for renovating, reconstructing, and building new facilities or for acquiring certain new equipment.
The principal and interest are repaid by local property owners through an increase in property taxes. School
districts can seek either two-thirds or 55% voter approval. If districts seek the 55% approval, they must meet
additional accountability requirements.

Indirect Cost Rate
The rate set by the State to cover a portion of the general expenses of operating the district (overhead costs) to a
specific grant or program. School districts may assess indirect costs to some state and federal grants.

Mandated Costs

School district expenditures required by federal or state law, court decisions, administrative regulations, or initia-
tive measures. Since the passage of Proposition 4 in 1979 (the Gann Limit), the California constitution has
required the repayment of mandated costs to school districts.

Parcel Tax

A fixed tax amount assessed on each parcel in the district regardless of size or value. Exemptions are granted for
certain parcels (those for which a property tax is not normally assessed—e.g., churches; parcels unable to be
developed, usually because of size; or annually upon application to senior citizens who reside on the parcel). The
tax must be approved by two-thirds of the voters in a school district. When proposing parcel tax elections,
districts indicate how the money will be used, generally for educational programs.

PL94-142
A federal law that requires a free and appropriate education to all children with disabilities, ages 3-21.
(See also “Special Education”.)

Principal Apportionment

Funding from the State School Fund for school districts, county offices of education, and charter schools. The
Advance Principal Apportionment is certified by the Superintendent of Public Instruction in July of each school
year, followed by the First Principal Apportionment (P1) in February, and the Second Principal Apportionment
(P2) in June.

Proposition 13 (1978)

An initiative amendment passed in June 1978 adding Article XllI A to the California Constitution. Tax rates on
secured property are restricted to no more than 1% of full cash value. Proposition 13 also defined assessed value
and required a two-thirds vote to change existing or levy other new taxes.

Proposition 98 (1988)

Voter-approved initiatives that amended the California constitution in 1988 and 1990 to guarantee a minimum
amount of funding from property and state taxes for K-14 (kindergarten through community college) education
each year. The propositions included formulas for calculating the guarantee under different economic conditions.

TwinRivers
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Public Employees’ Retirement System (PERS)
A retirement fund to which classified employees, their district, and the state must contribute according to
California law.

Reserves
Funds set aside in a school district budget to provide for estimated future expenditures or to offset future losses,
for working capital, or for other purposes.

Revenue Limit

The amount of general-purpose money districts receive per pupil (ADA) from combination of state funds and
local property taxes. Categorical aid for specific programs and students is in addition to revenue limit income. The
Legislature came up with the revenue limit concept to create a more equal distribution of monies for schools.

School Boards

By law, every school district in California is governed by a locally elected school board. The number of board
members, generally between three and seven, relates to the size of the district. Together with the school district
administration, the governing board makes many fiscal, personnel, instructional, and student-related policy
decisions. The board also provides direction for the district and hires and fires the district superintendent.

School Improvement Programs (SIP) or improvement of the school’s program
Money granted by the state to selected schools to carry out a plan developed by the school site council for
improvement of the school’s program.

Schoolwide Programs

Schoolwide programs use Title | money to support comprehensive school improvement efforts and help all
students, particularly low-achieving and at-risk students, meet state standards at particular schools. To qualify as
a Title | schoolwide program, at least 40% of a school’s students must be considered low income. Schoolwide
programs can provide Title | services and support to all of the children in the school, regardless of income level.
Schoolwide programs have more flexibility than targeted assistance programs when using Title | funds. For
example, schools operating schoolwide programs can combine Title | funds with other federal, state, and local
funding to finance a more comprehensive approach.

Special Education

Programs to identify and meet the educational needs of children with emotional, learning, or physical disabilities.
Federal law requires that all children with disabilities be provided a free and appropriate education between 3
and 22 years of age.

Special Education Local Plan Area (SELPA)

A regional group responsible for administering special education services effectively and efficiently. Districts are
organized into SELPAs; some are countywide, some are a single large district or part of a district, and some
combine several smaller districts.

Standardized Account Code Structure (SACS)

As a result of legislation in 2000 all California school districts were required to convert to a new system of
accounting for and reporting of school district revenues and expenditures. The new structure enables the state to
electronically capture consistent data from district to district. Additionally the new structure allows California
data reporting to the federal government to be consistent with what other states are doing.

[ ] [ ]
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State Allocation Board (SAB)
A regulatory agency which controls most state-aided capital outlay and deferred maintenance projects and
distributes funds for them.

State Teachers’ Retirement System (STRS)
A retirement fund to which all certificated employees, school districts, and the state must contribute according to
California law.

Supplemental Grant

An appropriation of state monies to districts with relatively little categorical funding, such as many suburban
districts. The amount appropriated can be used either to increase the district’s revenue limit or to supplement
existing categorical appropriations.

Tax and Revenue Anticipation Notes (TRAN)

Notes issued in anticipation of collection of taxes or revenues, usually retirable only from those tax and revenue
collections. School districts typically issue notes (i.e., borrow cash) to cover cash flow deficits in months prior to
the collection of property taxes (usually November/December).

Title 1

A federal program that provides funds for educationally disadvantaged students, including the children of
migrant workers. Funding is based on the number of low-income children in a school, generally those eligible for
the free/reduced price meals program. Title | is intended to supplement, not replace, state and district funds. The
funds are distributed to school districts, which make allocations to eligible schools, according to criteria in the
federal law. Schools receiving Title | monies are supposed to involve parents in deciding how those funds are
spent and in reviewing progress.

Unrestricted Funds
Monies whose use is not restricted by legal requirement or by the donor.

Waivers

Permission from the State Board of Education or in some cases, from the Superintendent of Public Instruction to
set aside the requirements of an Education Code provision upon the request of a school district. The code
specifies which laws can be waived. (See Education Code Section 33050.)
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FACTS AT A GLANCE

2008-09

2009-10*

| 2010-11%*

Fall Enrollment (CBEDS) 27,416 27,035 26,438
Average Daily Attendance (ADA) 26,319 25,954 25,380
General Fund Revenue per Student $9,850 $9,436 $8,438
General Fund Expenditures per Student $9,506 $9,829 $8,890
Revenue Limit per Student (Statutory) $6,950 $7,210 $7,187
Revenue Limit per Student (Funded) $6,405 $5,634 $5,590
Revenue Limit Funding Deficit 7.84% 18.355% 18.355%
Revenue Limit Funding Cut 0% 3.5% 3.85%
State Aid from Revenue Limit $127,994,654| $108,781,660| $106,683,276
Property Tax Collections (less in lieu to Charters) $29,584,109| $26,360,549| $25,964,710
Total General Fund Revenue $270,049,711| $255,107,214| $223,082,547
Total General Fund Expenditures $260,613,760[ $265,716,024| $235,037,963
Teacher Salary Schedule Improvement 0% 0% 0%
Total Classroom Teacher Salaries $105,318,918| $93,790,700| $90,160,062
Average Classroom Teacher Salary $78,511 $79,924 $82,652
Average Classroom Teacher Benefits Package $17,421 $17,591 $17,918
Number of Classroom Teachers (FTE) 1,341.45 1,173.50 1,090.84
Number of Other Certificated Staff (FTE) 462.08 393.68 413.57
Number of Classified Staff (FTE) 1,407.60 1,393.11 1,184.48
Number of Elementary Schools 33 33 31
Number of Intermediate Schools 5 5 5
Number of High Schools 4 4 4
Number of Dependent Charter Schools 3 3 3
Number of Alternative Schools 8 7 7
Number of sites with Child Development Centers 19 20 21
Average Class Size (composite) 20.48 23.04 24.24
Ratio, Administrators to all Staffing 5.8% 6.2% 5.7%
% Spent on District Classroom Instruction

(state standard - 55% minimum) 57.61% 55% 55%

* estimated
** projected
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