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September 17, 2007 

Carol Silveria 
Modoc County of Education 
139 Henderson Street 
Alturas, California 96101 

Dear Carol, 

As requested in your letter dated August 10, 2007, the district has made the necessary 
updates to the 2007-2008 budget. Enclosed are copies of the updated budget, multiyear 
projections and narratives explaining the changes. 

With the closing of fiscal year 2006-2007, accurate beginning balances for fiscal year 
2007-2008 are now reflected in the updated budget. Income has been adjusted to reflect 
any changes following the signing of the State Budget Act and an income recap has been 
provided to show budget changes. MAA reimbursement, based on actual invoices, and 
interest earned, based on actuals for the prior year, were underestimated and have been 
adjusted to reflect a more accurate picture. 

Expenditures have been adjusted based on staffing changes made since the adoption of 
the district's budget and supply budgets have been updated based on actuals from the 
prior year. 

The Board of Trustees and administration are committed to reducing costs while 
providing the students of Surprise Valley the quality education they deserve. Over the 
last several years, General Fund expenditures for building and grounds maintenance and 
capital outlay have decreased to almost zero. Deferred Maintenance funds and the 
District Discretionary Block Grant have provide funds to replace windows and sidewalks 
at the elementary school. The district has applied for Critical Hardship funding for 
deferred maintenance projects at the high school. The elementary school has been 
approved for a modernization grant. Thus providing some funding for maintenance 
outside the general revenue stream. 

The budget reductions have not been sufficient and the Board of Trustees and 
administration know that personnel costs are the largest portion of the budget. It is 
imperative that continued evaluation be made for the purpose of reducing expenditures in 
the area that has the largest impact on the budget. 



In November of 2006, the district's superintendent resigned. Rather than replacing the 
position, the Board of Trustees named Mike Ray the high school principal and contracted 
with Don Demsher for superintendent services. Mr. Demsher works no more than five 
days per month and will provide services through December 2007. The Board of 
Trustees is aware that it needs to develop a plan for superintendent services for the 
remainder of the current fiscal year and for future years. 

The retirement of a full time teacher at the end of the 2006-2007 school year enabled the 
district to reassign certificated staff, which resulted in the reduction of .5 FTE. 

The Board of Trustees did not renew the elementary school's principal's contract for 
fiscal year 2007-2008. Instead they choose to create a teaching/principal position and 
employed a current elementary teacher in the new position. This resulted in the reduction 
of 1 FTE. 

Both the high school and elementary school have teaching principals who have two 
periods of release time each day to take care of the principal portion of their assignment. 
They are also provided a monthly stipend to compensate for their increased 
responsibilities. 

Overall certificated salary costs decreased by $75,000 and 1.5 FTEs. A recap of those 
savings is provided on page three of the budget narrative. 

Along with the changes to certificated staff, classified staff was reduced by .5 FTE. The 
accounts payable/payroll clerk retired and the position reduced to part-time. This saved 
$26,000 in salary and health and welfare costs. 

Since the adoption of the district's 2007-2008 budget, certificated and classified staff has 
been reduced by a total of two FTEs. The reductions and changes in income resulted in a 
swing from a projected deficiency of expenditures to income of $46,000 to an excess of 
income to expenditures of $77,000. 

These substantial staff reductions, when carried through to the multi-year projections do 
not address the district's fiscal needs without Forest Reserve funding and even then the 
district's financial condition can only be described as precarious. Page four of the multi 
year projections has a recap of the differences in projected ending fund balances for the 
current year and the subsequent two years in comparison to the original multiyear 
projections. Although the unrestricted general fund balance is projected to decrease in 
the subsequent two years, the amount of the decrease has changed by approximately 
$100,000 for each year. Pages four through seven of the MYP explain the changes from 
the original to updated multi-year projections and the projections for the district's 
enrollment. 

Even though the district's multi-year projections show deficit spending for the next two 
years, the amount is less than originally projected. The district does have reserves in the 



General Fund to fund the projected deficit and will not need to transfer funds from the 
Special Reserve. 

The Board of Trustees is aware that the changes that have been made are not enough and 
will continue to work on a plan to further reduce expenditures. As mentioned earlier, the 
largest costs in the district are related to personnel and for that reason the Board of Trustees 
will need to look at combining administrative duties through the services of current 
personnel to the fullest extent possible. In addition the district enjoys the benefit of a very 
small student to teacher ratio and a serious examination of reduction in certificated teaching 
staff needs to take place. Clearly, if Forest Reserve funding is reinstated for the next several 
years the district's financial situation is far less critical but should not be considered a 
situation in which the financial problems of the district are resolved. 

The Board of Trustees and administrative staff will be holding discussion in the next few 
months for the purpose of developing a fiscal plan that addresses the district's financial 
problems for the remainder of the current fiscal year and for fiscal years 2008-2009 and 
2009-2010. 

Sincerely, 

Robin Teuscher, Business Manager 

cc: Don Demsher 
Board of Trustees, SVJUSD 
Gary Jones, MCOE 


