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SUBJECT:
Adoption of Resolution Declaring End of Financial Exigency and Successful Implementation of Program Changes (EL-8)



PRESENTER:
Larry Throm



RECOMMENDATION

That the Board adopt the attached resolution (Attachment 1) declaring end of financial exigency and successful implementation of program changes (reduction in force).




BACKGROUND INFORMATION


On February 24, 2003; March 17, 2003; and March 24, 2003; and March 31, 2003, the Board of Trustees approved resolutions stating that a financial exigency existed.  Since that time, the District has eliminated approximately 423 positions that, along with budget reductions, totaled $39,358,322.  The District was able to balance its fiscal year 2003-04 budget through the utilization of some $30,164,000 in general fund fund balance.  


At its recent December 5, 2003 Board Budget Workshop, the administration provided the Board with preliminary budget revenue and expenditure projections for fiscal year 2004-05, that represented a balanced budget scenario for the coming year.


ADMINISTRATIVE CONSIDERATIONS


Whenever a school district declares a financial exigency, it is incumbent that it declare, at some point in time, that the financial exigency no longer exists.  As a result of the declaration of financial exigency, the District was able to reduce its number of employees.  This, along with other reductions, the elimination of the uncertainty regarding the state legislative process, and the certification of property tax values, has placed the District in a position where at this time a financial exigency no longer exists.  

The declaration of a financial exigency by the Austin ISD (AISD)  informs the citizens and the financial community that a financial emergency exists.  This indicates that there is some uncertainty regarding the finances of AISD.  The finance market and people who purchase our bonds and notes are cautious of this state of affairs, and as a result require the borrower (AISD) to pay higher rates when financing bonds.  The current owners of AISD bonds also have occasion to sell their AISD bonds, and it becomes more 

difficult to sell such bonds given the financial uncertainty of the District  .  The result is that such bonds could lose value.

Currently, AISD bonds are rated AA by Standard & Poors and Moody’s.  However, because AISD is a public school district in Texas, it has been eligible to apply to the Texas Education Agency (T.E.A.) for a Permanent School Fund (P.S.F.) guarantee in each of its last three sales.  As a result of the P.S.F. guarantee, the District sold its bonds under a AAA rating instead of the AA rating.  This has resulted in a savings of many millions of dollars.  However, T.E.A. will not grant a P.S.F. guarantee to a district that is in a state of financial exigency.  It is incumbent upon the district to declare that financial emergency no longer exists, and to send copies of the declaring resolution to T.E.A. and the rating agencies.

The underlying reasons for declaring at this time that a financial exigency no longer exists are the recent adoption of our budget for the 2003-2004 fiscal year, and the projected balanced budget for the 2004-2005 fiscal year.  The administration on many occasions predicted that the District had a one-year financial problem and that this could be addressed by decreasing expenditures and utilizing the District’s fund balance.  The Board of Trustees did both of these.  The administration believes that the Trustees have successfully addressed this issue, so a financial exigency no longer exists.

Adoption of this resolution informs the citizens of Austin and the financial community that the financial exigency (emergency) no longer exists.


ACTION REQUIRED
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