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Date: March 3, 2022

To: Board of Trustees and Superintendent Michael Matsuda
From: Nancy Nien, Ph.D., Assistant Superintendent Business Services
RE: 2021-22 Second Interim Budget

Background Information

Education Code (EC) Sections 3503(g), 42130, and 42131 require the Governing Board of
each school district to certify at least twice a year to the district’s ability to meet its financial
obligations for the remainder of that fiscal year and for the subsequent two fiscal years. This
is referred to as the Interim process.

The Second Interim Report for 2021-22 is due to Orange County Department of Education by
March 15, 2022.

Current Considerations

For 2021-22, the certification is accompanied by three years of financial reports: the interim
report for the current year plus projections for two future years (fiscal years 2022-23 and
2023-24).

The reporting schedule is shown below.

Closing Date Filing Date
First Interim Oct. 31, 2021 Dec. 15, 2021
Second Interim Jan. 31, 2022 Mar. 15, 2022

School boards are required to adopt one of the three following certifications.

Positive: A school district that, based on current projections, will meet its financial
obligations for the current fiscal year and two subsequent fiscal years.

Qualified: A school district that, based on current projections, may not meet its financial
obligations for the current fiscal year or subsequent two fiscal years.

Negative: A school district that, based on current projections, will be unable to meet its
financial obligations for the current fiscal year or subsequent fiscal year.

Focus on the General Fund

This interim report focuses on the General Fund, the main operating fund of the District. With
the General Fund, the focus is on the unrestricted, as opposed to the restricted or categorical
portion. The State Report submitted to the county office is included in this document starting
with Section IX.

Summary
Based on the realization of certain revenue and expenditure assumptions, the Board would

be justified to adopt a positive certification that the District will be able to meet its financial
obligations for this fiscal year and two subsequent years.



Table of Contents

Introduction: Letter to the Superintendent

2021-22 Second Interim

I. 2021-22 Budget Assumptions
Il. Revenue Considerations
I1l. Expenditure Considerations
IV. Local Control Accountability Plan
V. Financial Analysis
V1. District Reserves
VII. Multi-Year Projections
VIIl. Budget Stabilization Plan

IX. State Forms



Section |
2021-22
Budget Assumptions



Summary of Second Interim Assumptions

Amount represents per-student level of funding:

2021-22

2022-23

2023-24

2024-25

Local Control Funding Formula
(LCFF)

$362,527,520

$358,083,832

$367,506,302

$370,106,040

LCFF COLA 5.07% 5.33% 3.61% 3.64%
Estimated Funded ADA $12,418 $13,191 $13,538 $14,003
Increase (Decrease) in Funded (0) (2,059) 11 (715)
ADA
Prior Year Base Revenue
[0)
Yo Increase (Decrease) per 8.37% 6.2% > 63% 3.43%
Student
Revenue Increase (Decrease)
per Student $959.00 $773.00 $347.00 $465.00
Unduplicated Pupil 76.72% 75.84% 75.84% 75.84%
Unduplicated Pupil 76.56% 77.57% 76.14% 75.84%
Rolling 3 Year Average
Revenues

2021-22 2022-23 2023-24 2024-25
Restricted Program (COLA)
State Programs 1.70% 5.33% 3.61% 3.64%
Special Education 4.05% 5.33% 3.61% 3.64%
Lottery (per ADA)
Unrestricted per ADA $163 $163 $163 $163
Unrestricted $4,730,530 $4,406,496 $4,291,255 $4,011,058
Prop 98 per ADA $65 $65 $65 $65
Restricted $1,888,686 $1,711,236 $1,664,696 $1,599,502
Interest Rate 1.0% 1.0% 1.0% 1.0%
Interest Income $1,350,000 $1,250,000 $1,150,000 $1,050,000




Expenditures

2021-22 2022-23 2023-24 2024-25
General Fund Contributions
Special Education As Budgeted Plu§ S.BZ'O P'“? 5.51'5 PIU? $1'6

million million million

Step, Column, and Longevity
Incremental Cost As Budgeted $2.7 million $2.8 million $2.6 million
Certificated 1.5% 1.5% 1.5% 1.5%
Classified 1.5% 1.5% 1.5% 1.5%
STRS and PERS Rates Increase (Unrestricted)
STRS New Rate As Budgeted $3.5 million $0.4 million $0.4 million
PERS New Rate As Budgeted $1.4 million $0.6 million $0.4 million
Health and Welfare Benefits (Unrestricted)
Incremental Contributions As Budgeted $3.7 million $3.8 million $4.2 million
Super Composite Rate $15,959
Change in Teacher
Staffing Growth (Decline) As Budgeted* (25)** (25)** (35)**

*Reduction of FTE in certificated staffing due to enrollment decline, and 26.2 FTE due to increase in
student load per ASTA 2017-18 agreement ending June 2021
**Reduction of FTE due to declining enrollment




Second Interim Assumptions Summary - Continued

2021-22 2022-23 2023-24 2024-25
Contributions to Statutory Benefits
State Teachers Retirement

o) (0) (0) (o)

System (STRS) 16.92% 19.10% 19.10% 19.10%
Public Employee Retirement o o o o
System (PERS) 22.91% 26.10% 27.10% 27.70%
OASDI (Social Security for 6.20% 6.20% 6.20% 6.20%
School Sector)
Medicare 1.45% 1.45% 1.45% 1.45%
?;:Gts Unemployment Insurance 0.50% 0.50% 0.20% 0.20%
Workers’ Compensation Rate 2.5212% 2.5212% 2.5212% 2.5212%




Section 11
Revenue Considerations



Local Control Funding Formula (LCFF):

= The Local Control Funding Formula (LCFF) was adopted in the 2013-14 State Budget
Act under Assembly Bill (AB) 97. With the implementation of the LCFF Model, the State
permanently consolidated the 40 plus categorical programs with the base revenue limit
to create a new funding base. In the initial year, Governor Brown established a plan
for the model to be fully implemented over an eight-year period. As of 2018-19, LCFF
is fully implemented at 100.00%.

» LCFF takes into consideration differentiated funding by grade spans. Targeted average-
daily-attendance (ADA) allocations also include additional augmentations for the Grade
Span Adjustment program for Career Technical Education (9-12 CTE).

» The funding formula establishes additional grants designated to improve or increase
services to students of need.

= Compared to the prior funding model (Base Revenue Limit), the same principles apply
in the LCFF Model with funding being tied to generated ADA, and funding is based on
higher of current or prior year ADA total. The conventional method of projecting ADA
consists of adjusting enrollment projections by prior year absenteeism rate. According
to apportionment funding law, the higher number between the current and prior year
ADA is used for LCFF funding purposes. Funded ADA for 2020-21 was 28,841 and
funded ADA is projected at 29,194 for the current budget year.

= For the budget year, LCFF revenues are projected at $362,527,520 million, an increase
of $32,025,776 million over the prior year. Components of revenues include the
following:

v' $120,863,312 million in property taxes (based on data provided by the Orange
County Assessor'’s Office)
v $57,946,867 million from the Education Protection Account (EPA)



Other Programs:

= Unrestricted Lottery revenue (non-Proposition 20) is budgeted at $4,730,530 million,
a decrease of $208,744 from prior year. Program funding is computed at $165 per unit
of annual ADA.

» Restricted Lottery revenue (Proposition 20) is budgeted at $1,888,686 million, a
increase of $878,996 from prior year. Program funding is computed at $65 per unit of
annual ADA.

= Interest earnings are budgeted at $1,350,000, assuming the following:

v 1.0% interest rate on an average daily cash balance of $96,656,103*

*The cash balance is lower than in previous years due to in part to the contribution to the
Pension Stabilization Trust.



Section 111
Expenditure Considerations
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Personnel Costs Additions/Deletions to Unrestricted General Fund

Salary Calculations:

Salary projections incorporate added costs for step, column, and longevity as follows:

Fiscal Year Total Amount
2021-22 As Budgeted
2022-23 $1.9M
2023-24 $2.0M
STRS and PERS Rates Increase:
STRS 2018-19 2019-20 2020-21 2021-22 2022-23 2023-24 2023-24
New Rate 16.28% 17.10% 16.15% 16.92% 19.10% 19.10% 19.10%
PERS 2018-19 2019-20 2020-21 2021-22 2022-23 2023-24 2024-25
New Rate 18.062% 19.721% 20.70% 22.910% 26.10%

27.10% 27.70%

Increase for STRS for 2022-23 and 2023-24 is $3.5 million and $0.4 million respectively.

Increase for PERS for 2022-23 and 2023-24 is $1.4 million and $0.6 million respectively.

Contribution for Health and Welfare Benefits

super blend composite at $16,244 for the 2022 cap.

11

In January 2021, the District reached a MOU with the five associations to maintain the



Noteworthy Expenditures in General Fund Unrestricted:

Restricted Routine Maintenance Account (RRMA) contribution is budgeted at
$13,407,177.

Indirect support charges (charges to other programs and funds of the District):
v/ Categorical Programs $3,487,081

The District’s indirect rate for 2021-22 is 6.72%. This rate is applicable for most
categorical programs.

Liability and property damage insurance in the General Fund is budgeted for $3.5
million.

Utility, postage, and other operating costs are budgeted at $102 million. For the budget
year, projections incorporated rate changes and demand charges. Telephone, postage,
and internet are budgeted at $458,200; natural gas for $400,000; lights and power
for $5.4 million; waste disposal for $616,500; and water for $1.5 million.

Contributions from the General Fund:

Contributions to restricted programs will increased from $60.7 million to $67.2 million, a
difference of $6.5 million.

Contributions for Special Education are budgeted at $48.9 million.

12



Section IV
Local Control Accountability Plan
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Overview:

*» The basis of the funding reform was to provide additional augmentations to base fund
amounts specifically designated to increase and improve services for the students with
the greatest needs. The Governor’s policy goal was to simplify education funding while
increasing accountability and transparency.

= Another component of the funding reform included the creation of supplemental and
concentration grants that are designated to provide increased and improved services
to low-income students, English learner students, and foster youths. The funding is
tied to unduplicated pupil counts of respective populations. The Supplemental Grant
provides a 20% stipend while the Concentration Grant generates an additional 65%
stipend for the served population above 55%. The Supplemental and Concentration
Grants are funded on a three-year rolling average of the number of students who are
eligible for Free and Reduced Lunch, identified as Foster Youth, and/or English
Language Learners. In 2021-22, AUHSD projects having 76.56% unduplicated
students.

= Effective in 2014-15, Districts are now required under the new LCFF Model to adopt a
Local Control Accountability Plan (LCAP) concurrently with the District’s spending plan
that complies with the State Priorities (8) as adopted by the State Board of Education.
Accordingly, the LCAP will be approved at the June 16" Board Meeting.

» Integral feedback was gathered through survey instruments and a series of District
meetings with various stakeholders. Consequently, the District’s Strategic Plan was
updated to integrate the following three goal areas in accordance with the State Board
of Education:

v' All students will demonstrate college, career, and life readiness and success.

v" Provide meaningful educational engagement opportunities for all parents and
families to advocate for all students.

v" Provide and nurture a safe, reflective, responsive, and positive school culture.

14



Section V
Financial Analysis
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Student Enrollment Trends:

The Second Interim Report includes projections based on recent trends in enrollment
and enrollment information from our feeder districts. Multi-year projections have been
updated accordingly.

Districts in Southern California started realizing a decline in student population as early
as 2001-02. For Anaheim Union High School District, enrollment decline did not
materialize until the 2009-10 fiscal year. There is a multitude of reasons for the
enrollment decline. Primarily, the enrollment decline is due to charter schools,
affordable housing, and lower birth rates.

It is difficult to gauge when enrollment trends will stabilize. As shown on the chart on
the previous page, the District is expected to realize declines in student enrollment
through 2026-27. If the anticipated projections were to materialize, the cumulative
decline in enrollment from 2011-12 to 2026-27 would reach a loss of 8,671 students.

Enrollment Projections
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Average Daily Attendance (Actuals and

Projections)

il

35,000

30,000

198‘Ct
ceL'se
ST9've
L19°ST
TeE'9T
1Z€9C

25,000
20,000
15,000

10,000

5,000

0

17



ANAHEIM UNION HIGH SCHOOL DISTRICT
VARIOUS FUNDS
AS OF JANUARY 31, 2022

DEFERRED MAINTENANCE FUND (Fund 14)

Cash Balance

Due From General Fund
Revenues

Expenditures

Budgeted Ending Balance

GO BOND 2014 SERIES 2015 (Fund 24)

Cash Balance

Revenues

Expenditures

Budgeted Ending Balance

GO BOND 2014 SERIES 2018 (Fund 26)

Cash Balance

Revenues

Expenditures

Budgeted Ending Balance

GO BOND 2014 SERIES 2019 (Fund 27)

Cash Balance

Revenues

Expenditures

Budgeted Ending Balance

CAPITAL FACILITIES FUND (Fund 25)

This fund contains the receipts from developer fees.

Cash Balance

Developer fees
Expenditures

Budgeted Ending Balance

CAPITAL FACILITIES AGENCY RDA (Fund 45)

Cash Balance

Due From General Fund
Revenues

Expenditures

Budgeted Ending Balance

18

5,421,829
0

6,848
85,013
5,545,348

54,240
15,055
13,163
23,344

81,609,351

59,960
11,497,442
32,800,416

9,395,523
1,367,416

708,546
5,650,867

11,739,171
2,683,670
2,690,708
2,646,311
7,317,901



ANAHEIM UNION HIGH SCHOOL DISTRICT
VARIOUS FUNDS
AS OF JANUARY 31, 2022

COUNTY SCHOOL FACILITIES FUND (Fund 35)

This fund is being used to account for the state funds
awarded for construction at school sites.

Cash Balance 29,750
Revenues (7,003) *
Expenditures 1,230
Budgeted Ending Balance 40,053

SPECIAL RESERVE FUND (Fund 40)

Cash Balance 17,805,363
Revenues 21,794
Expenditures 4,417
Budgeted Ending Balance 17,827,986

SPECIAL RESERVICE 2017 COP PROJECT FUND (Fund 41)

Cash Balance 13,258,676
Cash with Fiscal Agent 1,112,295
Revenues 2,623,731
Expenditures 2,291,386
Budgeted Ending Balance 9,160,915

SELF-INSURANCE FUND

WORKER'S COMPENSATION FUND (Fund 68)

Cash Balance 94,096
Cash with Fiscal Agent 400,000
Revenues 95
Expenditures 60,265
Budgeted Ending Balance 160,591
HEALTH AND WELFARE FUND (Fund 69)

Cash Balance 35,852,244
Due From General Fund 0
Cash with Fiscal Agent 2,800,000
Revenues 38,697,319
Expenditures 37,432,325
Budgeted Ending Balance 32,907,043

CAFETERIA FUND (Fund 13)
(as of December 31, 2021)

Cash Balance 774,386
Revenues 11,289,056
Expenditures 9,809,701
Budgeted Ending Balance 7,145,993

*Negative revenue is due to GASB 31 Unrealized Gain recorded June 30, 2021
reversed in current year.
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Section VI
District Reserves
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Unrestricted Fund Balance:

* The beginning fund balance for the budget year is $128.4 million.
* The ending fund balance is projected to be $130.6 million, an increase of $5.8 million.
= Components of the fund balance are as follow:

v Necessary reserve (non-spendable) for revolving cash account is $155,000 and
$550,000 for warehouse inventory.

v The State mandatory 3% Economic Uncertainty Reserve is earmarked at $15.2
million.

v' The other assigned amount of the District reserves is budgeted at $27.1 million.

v" The unassigned/unappropriated amount of the District reserves is budgeted at
$57.5 million.

Other Commitments:

e The Board of Trustees approved on September 14, 2021 to establish a California Public
Entity Pension Stabilization Trust.

¢ The committed Funds were established at $30 million.

Restricted Fund Balance:

= The District receives funding that is designated by the grantee to be utilized for a
specific purpose. Generally, these funds are to supplement District Baseline Programs
and cannot be used to pay for general operating costs. As part of the audit process,
the District contracts with a certified public accountant firm to audit District accounting
records to ensure compliance with guidelines from granting agencies.

= The Beginning Fund Balance is reported at $18.5 million.

= The Ending Fund Balance is estimated to be $9.1 million.

Restricted for Economic Uncertainties:

» Per Education Code Section 42124(a)(2)(B), districts that propose to adopt a budget
that includes a combined assigned and unassigned ending fund balance in excess of
the minimum recommended reserve for economic uncertainties (REU) must provide
the following information.

*  Minimum REU level required: $15,232,568

=  Amount of assigned ending fund balance: $27,110,946

» Amount of unassigned ending fund balance: $57,545,874

21



Section VII
Multi-Year Projections
(2022-23, 2023-24, and 2024-25)
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Budget Assumptions for 2022-23

The projections are contingent using baseline data from 2021-22 plus relevant major changes
itemized below.

Revenue Revisions

= Decline in funded ADA by 2,059
= Unduplicated pupil percentage 75.84%
= Unduplicated pupil percentage three year rolling average 77.57%

= COLA of 5.33%

Expenditure Revisions

= Reduction of 25 FTE in certificated staffing, enrollment decline

= Cost increases for operating costs
v'  Step increases for Step, Column, and Longevity for Certificated and Classified
is 1.5%
v" Increase in STRS 16.92% to 19.1% and PERS rate of 22.91% to 26.1%
v Increase 10% in Health and Welfare Benefits

= Added General Fund contributions

v' Special Education
v' Routine Repair & Maintenance

Reserve for Economic Uncertainty (REU)

*  Minimum REU level required: $14,651,934
=  Amount of assigned ending fund balance: $23,580,212

=  Amount of unassigned ending fund balance: $37,716,111

23



Budget Assumptions for 2023-24

The projections are contingent using baseline data from 2022-23 plus relevant major changes
itemized below.

Revenue Revisions

= Increase in funded ADA by 11
= Unduplicated pupil percentage 75.84%
= Unduplicated pupil percentage three year rolling average 76.14%

= COLA of 3.61%

Expenditure Revisions

= Reduction of 25 FTE in certificated staffing, enrollment decline
= Cost increases for operating costs
v Step increases for Step, Column, and Longevity 1.5% for Certificated and
Classified
v STRS rate (no increase) of 19.1% and an increase in the PERS of 26.1% to
27.1%
v" Increase 10% in Health & Welfare Benefits
» Added General Fund contributions
v' Special Education
v Routine Repair & Maintenance
Reserve for Economic Uncertainty (REU
*  Minimum REU level required: $15,139,478
» Amount of assigned ending fund balance: $24,017,856

=  Amount of unassigned ending fund balance: $18,481,140
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Budget Assumptions for 2024-25

The projections are contingent using baseline data from 2023-24 plus relevant major changes
itemized below.

Revenue Revisions

= Decline in funded ADA by 715
* Unduplicated pupil percentage 75.84%
= Unduplicated pupil percentage three year rolling average 75.84%

= COLA of 3.64%

Expenditure Revisions

= Reduction of 35 FTE in certificated staffing, and enrollment decline
= Cost increases for operating costs
v'  Step increases for Step, Column, and Longevity 1.5% for Certificated and
Classified
v STRS rate (no increase) of 19.1% and an increase in PERS rate of 27.1% to
27.7%
v" Increase 10% in Health & Welfare Benefits
» Added General Fund contributions
v' Special Education
v Routine Repair & Maintenance
Reserve for Economic Uncertainty (REU
*  Minimum REU level required: $14,603,639
=  Amount of assigned ending fund balance: $185,000

=  Amount of unassigned ending fund balance: $15,686,678

25



Projections for the General Fund

Summarized in the chart below is a recap of projected revenues, expenditures, and fund
balance totals for the current year and subsequent three years. These totals incorporate
revenues, expenditures, and reserves for the General Fund.

Second Interim Projected Projected Projected
Budget 2022-23 2023-24 2024-25
Beginning Fund Balance $ 146,926,659 | $ 139,730,904 | $ 119,246,576 | $ 93,252,228
Audit Adjustment
Fund Balance $ 146,926,659 | $ 139,730,904 | $ 119,246,576 | $ 93,252,228
Annual Revenues (includes other financial sources) $ 500,556,525 | $ 467,913,472 | $ 478,654,911 | $ 459,725,445
Annual Expenditures (includes other financing) $ 507,752,280 | $ 488,397,800 | $ 504,649,259 | $ 486,787,994
Change in Fund Balance $ (7,195,755)] $ (20,484,328)] $ (25,994,348)] $ (27,062,549)
Projected Ending Fund Balance $ 139,730,904 | $ 119,246,576 | $ 93,252,228 | $ 66,189,679
| Unavailable Reserves:
1) Non Spendable
a. Revolving Cash $ 155,000 | $ 155,000 | $ 155,000 | $ 155,000
b. Inventory $ 550,000 | $ 500,000 | $ 500,000 | $ 500,000
c. Prepaid Expenses $ -1% -1% -1 -
2) Restricted Balances $ 9,136,516 | $ 12,643,319 | $ 4,958,754 | $ 5,059,362
3) Other Commitments $ 30,000,000 | $ 30,000,000 | $ 30,000,000 | $ 30,000,000
4) Assigned $ 27,110,946 | $ 23,580,212 | $ 24,017,856 | $ 185,000
Il Total Unrestricted Fund Balance $ 72,778,442 1 $ 52,368,045 $ 33,620,618 | $ 30,290,317
1) Reserves for Economic Uncertainness (3%) $ 15,232,568 | $ 14,651,934 | $ 15,139,478 | $ 14,603,639
2) Available Reserves $ 57,545,874 | $ 37,716,111 | $ 18,481,140 | $ 15,686,678
|III Available Reserves (Unrestricted Funds) 11.33% 7.72% 3.66% 3.22%
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Section V111
Budget Stabilization Plan
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Overview:

The 2016-17 Adopted Budget for Anaheim Union High School District (AUHSD) indicated that
the District was engaged in a pattern of deficit spending that would result in a shortfall of
$8.6 million at the end of the 2019-20 fiscal year. Based on this projection, the Orange County
Department of Education required that the District create a Budget Stabilization Plan as a part
of its Second Interim Report in March 2017.

In the Fall of 2016, Cabinet engaged in a process to ascertain where reductions could be
made. At a Principal’s Meeting, an interactive process was done where principals and directors
identified areas for preservation and areas for potential reduction. Each participant was then
asked to designate which areas identified for reduction were most important to meet the goals
for AUHSD. Cabinet then invited leadership from each of our associations to participate in this
process.

Based upon the feedback from each of the stakeholder groups, the Budget Stabilization Plan
was created indicating potential reductions in 2016-17 through 2022-23. This plan was
presented to the Board of Trustees at a Board Study Session in February 2017, and adopted
as a part of the Second Interim Report in March 2017.

The Budget Stabilization Plan should be viewed as a fluid document that provides a roadmap
of needed reductions to allow AUHSD to move towards the implementation of a balanced
budget. Based upon the budget assumptions for the upcoming years, AUHSD will need to
begin the process of identifying future reductions to eliminate the projected structural deficit.
At each budget update (Adopted Budget, First Interim Report, and Second Interim Report)
the Budget Stabilization Plan will continue to be updated to indicate changes and progress
towards reductions and presented to the Board of Trustees for review.
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