A nglél scco, DISTRICT

Board Work Session Minutes
Thursday, March 2, 2023

The Board of Directors held a Work Session on Thursday, March 2, 2023. The meeting began at
2 pm and was held at District Office. Directors Denholm, Olson, Cannon and Gray were present.
Director Burchard was excused. Also attending were Superintendent Shawn Woodward, Chief
Financial Officer Heather Ellingson and Assistant Superintendents Heather Havens and Jared

Hoadley.

I Approval of Agenda
Director Olson made a motion to approve the agenda, as presented. Director Cannon seconded

the motion. The motion carried unanimously.

IL. Mead School District Finances/Budget Presentation & Discussion
Chief Financial Officer Heather Ellingson presented information on school district finances in
general and comprehensive information on the Mead School District's budget for the current
school year, 2023/2024 and beyond, specifically. A copy of the PowerPoint used in the
presentation, that was designed to help guide conversation/discussion, is attached.

Information presented included the following:

e A review of the following budget planning considerations:
o Local Tax Rate

LEA (Local Effort Assistance)

Capital Needs

Contractual Obligations

Targeted Reductions

o Fund Balance

e A review of definitions for the following terms that are frequently used when talking
about school district financing:

o LEA (Local Effort Assistance)

o Regionalization

o IPD (Implicit Price Deflator) - For 2022/2023 the IPD was 5.5%. The district has
contractual obligations to increase wages by the IPD annually. The state provides
IPD monies per the prototypical school funding model. However, the district must
cover IPD costs out of local levy funds when staffing levels, such as nurses, exceed
this model. At this time the IPD is projected to be 3.8%in 23/24 and 3.8%in 24/25.

o CPI (Consumer Price Index)

o AV (Assessed Valuation) - The Mead School District Assessed Valuation went up
29.1% for 2023. This unprecedented increase, which is completely out of the
district’s control, has had a negative impact on the district’'s budget. Because the
AV is so high, and the district is between levy election cycles, it is not possible to
get the tax rate high enough to avoid some loss of LEA funding based on the state’s
LEA funding formula. In the current school year, the district will experience a $1.7
million loss (approximate) in state LEA funding.

e A review of the district’s current financial position (General Fund) comparing revenues,
expenditures and Ending Fund Balance for the 22/23 Adopted budget, 22/23 budget
Forecast and 23/24 Preliminary budget. Ending Fund Balance information included
amounts that are non-spendable, restricted, assigned and unassigned. If targeted
reductions are not made for the 23/24 school year the district’s Ending Fund Balance is

o O 0O O



projected to be $2.1 million, which is not sufficient to cover non-spendable, restricted
and assigned obligations.

e A review of the district’s current Capital Projects Fund financial position. It is projected
this fund will be “spent out” in the 23/24 school year. The district has “over-delivered”
on all bond projects approved by voters in both 2015 and 2018. A list of projects taking
place in 22/23 and planned for 23/24 was shared.

e A review of upcoming technology needs. Most critical is the $600,000 Switch
Replacement line item that supplies internet to schools. The district is considering paying
for this out of the Capitol Projects Fund. The current practice and expense associated
with leasing student Chromebooks versus a purchase cycle was also reviewed.

e A review of upcoming capital facility needs. This included 60+ projects ranging from
minor parking lot asphalt repairs to the complete overhaul of a HVAC system.

e To help explain the “why” of the current “perfect storm” financial situation facing the
district the following contributing factors were noted:

o McCleary “fix”

Loss of Regionalization

Increased Assessed Valuation

Loss of LEA

Enrollment losses as a result of the Pandemic

New buildings brought online based on projected growth in enrollment by Davis

Demographics

o Ongoing Capital needs

e Notation of externally controlled (Assessed Valuation, legislative decisions,
Regionalization, LEA calculation, State Levy) and internally controlled (targeted
reductions, local M&O Levy, local Capital Levy) factors that impact budgetary
assumptions.

e Demonstration of an interactive Excel budgeting tool that includes a host of known
and/or projected budget assumptions (IPD, revenue, expenses, Assessed Value, Levy
Rate, etc.) and the ability to, in particular, see how various levy rates will impact the
district’s Ending Fund Balance through the 2026/2027 school year.

O 0O 0O 0 0

Other items discussed and/or of note included:

RIF (reduction in force) notices, by law, must be delivered on or before May 15®.

A list of proposed/potential reductions, totaling over $4 million for the 23/24 school year,
will be formally shared at the first board meeting in April. (A preview was shared at this
meeting.)

Concern of “over-shooting” the upcoming levy rate.

The problematic nature of the district asking for too little (less than $2.50 levy rate), the
community voting yes, and then cuts still needing to be made.

e Notation that the budgeting tool, as presented, includes no money for curriculum
adoptions. The tool additionally only brings back $1 million of the proposed $4+ million
in cuts that must be made in 23/24.

e Correction regarding the amount the district would receive if the cap on Special Education
funding is removed by the legislature. The amount would be between $700,000 and $1.2
million depending on which version of the bill (House or Senate) is approved rather than
the $300,000 - $500,000 shared at the February 27™ board meeting.

¢ Additional revenue the district will receive as a result of the recent Juul Vaping Litigation
Settlement - approximately $140,000 in 22/23 and $140,000 in 23/24.

e Information on the school tax rate percentage increase for four homes located in the Mead
School District from 2018 to 2023.

e The levy resolution for the February 2024 election must be submitted to Spokane County
by December 16, 2023. However, to provide adequate time to inform the community on
the ballot measure a decision on the levy rate would need to be made prior to this

deadline.



e The board will hold a second finance/budget Work Session on Thursday, March 23, 2023.

III. Adjourn
The meeting was adjourned at 4:05 pm.

President Secretary
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