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Message from the Superintendent and CFO

Kyrene Community,

It is with great pride that we present the 2024-25 Kyrene Elementary School District Budget Annual Report.
This report provides the Kyrene community with a window into the overall budget process, in the interest of
transparency, accountability and public edification. It is important to Kyrene that our stakeholders
understand how resources are aligned with educational outcomes, so we may illustrate both our challenges
and our triumphs, as we strive to ensure all Kyrene students are Ready for the Future in high school, college,
career and life.

Kyrene has been educating children since 1888, and for more than 135 years, we have worked hard to
establish a reputation for delivering excellence in education. We achieve that excellence through the
commitment of our school leaders, our educators, our families and our extended Kyrene community. In line
with our District’s reputation for outstanding achievement, Kyrene is also a leader among Arizona districts in
fiscal responsibility, directing significantly more dollars to the classroom when compared to peer and state
averages.

This report represents a comprehensive, detailed accounting of the District’s financial profile. It reflects the
District’s efforts to implement best practices in budgeting and financial management throughout all areas of
the organization. It is also an opportunity to highlight some of the important work taking place across the
District and to help our community understand more about our financial processes.

A Roadmap for the Future

In 2023, Kyrene launched a new five-year strategic plan: Thrive! Ready for the Future. The District began
developing the plan in 2022, when public education was emerging from the greatest challenges it had ever
faced, in a landscape that had been fundamentally transformed. For Kyrene, this presented an opportunity,
and as the District engaged thousands of stakeholders in the visioning process, a new picture emerged: of a
district that measures its achievement not only on the success of its current preK-8 students but on whether
they are prepared for success in high school, college, career and life.

It takes funding and resources to ensure a successful strategic plan, and this requires careful budgeting, clear
communication and sound fiscal planning. There must be alignment between the available financial
resources and the desired outcomes of our five-year plan. This alignment was evident in the first year of
implementation, as Kyrene allocated funding to support the first priority in the strategic plan, the early
learning initiative. In 2023-24, the District committed to covering the cost for teachers to complete training
on the processes and research behind learning to read. Kyrene also made an investment in staffing to reduce
class sizes in early grade levels. This ensures that any classes above the target range receive additional
support, such as instructional assistants.

The investment in our educators yielded results for our students. End-of-year reading benchmark tests
showed, district-wide, Kyrene students grew 2-4% in every K-3 grade level. This is an encouraging early
outcome, and we intend to build on those results in year two.

Integrity in Budget Planning

Developing a budget that addresses current realities while also planning for the future is a monumental
challenge, and we wish to express our gratitude for everyone who played a part in preparing a balanced
budget and for all who contributed to this report, so we can share our work with the community. We have
organized our Budget Annual Report into the following sections:
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1. The Executive Summary is a brief summation and overview of all the information contained in the

report.

2. The Organizational Section provides information about Kyrene School District’s vision, mission and
core values as well as an overview of budget policies and statutory requirements.

3. The Financial Section contains the budget itself, with details by fund for each major budget
category.

4. The Information Section includes additional data and measures that play a role in developing the
budget.

We hope this report is illuminating and demonstrative of Kyrene's efforts to lead Arizona school districts into
the future through sound financial management and expert budgetary planning. While much has changed
over the last century, one thing remains constant: We put students at the heart of everything we do, and that
commitment is reflected in our 2024-25 budget.

Laura Toenjes, Superintendent

Chris Herrmann, Associate Superintendent and Chief Financial Officer
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Organizational Overview

About Kyrene

Kyrene Elementary School District is one of Arizona’s leading public school districts, providing excellence in
education for more than 135 years. Kyrene comprises 25 schools: 17 elementary, six middle, and two K-8
schools. Kyrene’s district boundaries are located within Maricopa County and encompass all of Ahwatukee in
Phoenix, south Tempe, west Chandler and parts of Guadalupe and the Gila River Indian Reservation. Kyrene
enrolls approximately 13,000 students in preschool through 8th grade. Team Kyrene is made up of 1,800
educators, including teachers, leaders and education support professionals.

Kyrene program offerings include world languages (Spanish and Mandarin), STEM, college prep, gifted, fine
and performing arts, experiential learning, and computer science immersion. Kyrene is also home to a
Traditional Academy and an IB World School. Preschool options include dual-language, leadership, and arts
integration programs, as well as project-based and self-directed learning programs. The Integrated Preschool
program serves students with developmental needs, and classes are taught by certified staff. Kyrene also
offers an impressive selection of programs that occur before, during and after school hours.

Kyrene’s Governing Board is organized under Section 15-321 of the Arizona Revised Statutes (A.R.S.).
Management of the District is independent of other state or local governments. The County Treasurer
collects taxes for the District, but exercises no control over its expenditures or expenses. The membership of
the Governing Board consists of five members elected by the public. Under existing statutes, the Governing
Board’s duties and powers include, but are not limited to, the acquisition, maintenance and disposition of
school property; the development and adoption of a school program; and the establishment, organization
and operation of schools. The Board also has broad financial responsibilities, including the approval of the
annual budget and the establishment of a system of accounting and budgetary controls.

Kyrene’s financial reporting entity consists of a primary government and its component units. A component
unit is a legally separate entity that must be included in the reporting entity in conformity with generally
accepted accounting principles. The District is a primary government because it is a special-purpose
government that has a separately elected governing body, is legally separate, and is fiscally independent of
other state or local governments. No component units are presented in the District’s financial statements
and the District is not included in any other governmental reporting entities.

A.R.S. §15-914.01 allows school districts the opportunity to apply to the state board of education to assume
all accounting responsibilities. This statute requires a school district to develop an accounting responsibility
plan and file their application with both the Arizona State Board of Education and also the Office of the
Maricopa County School Superintendent. Kyrene School District assumes all responsibility for its accounting
responsibilities and maintains all financial records in accordance with the Uniform System of Financial
Records and other applicable laws, and is therefore independent from the County Superintendent's Office.

Consequently, the District’s financial statements include only the funds of those organizational entities for
which its elected governing board is financially accountable. The District’s major operations include regular
and special education, student transportation, construction and maintenance of District facilities, food
services, and athletic functions.
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A Model of Excellence

Kyrene is known for top academic achievement, with schools consistently outperforming peer districts,
charter schools and state averages on Arizona assessments and other academic benchmarks. This provides
the District with an indicator to confirm that outcomes are in line with budget investments.

Kyrene has an established reputation as a high-performing district. Eleven Kyrene schools hold the distinction
of being an “A+ School of Excellence,” as recognized by the Arizona Educational Foundation (AEF). AEF is a
nonprofit organization that fosters excellence in education by administering statewide programs that
enhance the capabilities of Arizona’s schools. Applicant schools are evaluated across such areas as teaching
and learning strategies, student achievement, leadership and community integration. The evaluation of
schools for this designation is based on a lengthy written application submitted by the school and rigorous
site visits conducted by a team of trained judges. Preparation of each school’s application involves
collaboration among all stakeholders including students, faculty, staff, administrators and community
members.

Two Kyrene Schools, Kyrene Traditional Academy and Sierra Elementary, have been designated as National
Blue Ribbon Schools. The National Blue Ribbon Schools Program recognizes public and private schools based
on their overall academic excellence or their progress in closing achievement gaps among student subgroups.
With approximately 10,000 awards to more than 9,000 schools across the country having been presented
with this award, it is widely recognized as a symbol of exemplary teaching and learning.

Nineteen Kyrene teachers and administrators have earned certification by the National Board for Professional
Teaching Standards. National Board Certification (NBC) is the highest certificate an educator can achieve in
the United States, and it is achieved by successfully completing a rigorous process of performance-based
analysis and peer review. Research shows performance growth among students of Board-certified teachers,
with an even greater impact among minority and low-income
students. Teachers with NBC often advance to leadership positions,
where they can have an even broader impact on students and
learning.

Strategic Plan

The Kyrene Strategic Plan 2023-2028, Thrive! Ready for the Future is a
comprehensive roadmap outlining the Kyrene community's shared
vision for the future, the transformation needed to realize that vision,
and specific goals to reach by 2028. Strategic planning is an active,
continuous improvement process with oversight by the Kyrene
Governing Board. Accordingly, the plan itself is a dynamic one, with
room for reflection and progress checks along the way.

The strategic plan was developed with the collective input and collaboration of a diverse range of
stakeholders, including families, teachers, staff, students and community members.

As the District engaged thousands of stakeholders in the visioning process, a new picture emerged: of a
district that measures its achievement not only on the success of its current preK-8 students but on whether
they are prepared for success in high school, college, career and life.

A strategic plan must be built on a solid foundation. Kyrene established that foundation through the
development of several cornerstone pieces that provide the framework on which the entire strategic plan is
built. Each cornerstone serves a different purpose: defining what makes Team Kyrene exceptional, identifying
the traits that will prepare our students to excel, and establishing Kyrene’s promise for the future.
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The Kyrene Promise is a vision and a mission all rolled into one unifying commitment. The Governing Board
adopted the promise language to express both the action and the expected outcome if Kyrene creates the
right environments and circumstances for student success.

Kyrene’s Key Values are the traits we embody as educators. Every single employee in Kyrene plays a role in
the education of each child. Our shared values define who we are and what it takes to meet our
responsibilities to students, to each other and to our community.

The Portrait of a Kyrene Kid reflects our community’s collective vision of the skills, traits and competencies
each of our students should exemplify by the time they complete grade 8, in preparation for high school,
college, career and life.

The Kyrene Promise

We promise to provide welcoming, inclusive learning environments in which every student is honored,
valued, and feels a strong sense of belonging and purpose.

We promise to provide rigorous, responsive learning environments in which every student is given what they
need to develop knowledge, skills, confidence, and a passion for learning.

We promise to provide vibrant, world class learning environments in which every student believes they are
empowered and prepared to make a meaningful impact on a rapidly changing world.

Kyrene Key Values

Connection: We build and maintain trusting relationships so that our students, families and staff are seen,
heard, and valued.

Compassion: We treat and respond to others with dignity, understanding, empathy, and kindness.

Courage: We possess the moral and mental strength to do what is right, even when it is challenging.

Collaboration: Together, we make a difference, by learning and working in unity to deliver excellence for our
students, colleagues and community.

Curiosity: We reach beyond our comfort zone to explore innovative and unconventional ideas with a sense of
wonder.

Portrait of a Kyrene Kid

Adaptable Learner: I possess the desire to learn, unlearn, and re-learn. I believe in the ability to master
challenging concepts and demonstrate positive attitudes about learning.

Self-Advocate: I demonstrate personal agency. I possess confidence in my ability to reflect, overcome
adversity, appropriately express needs, and act with purpose.

Community Contributor: I pursue opportunities, actions and contributions that positively impact the
community and the world. I demonstrate global and cultural citizenship through empathy and respect for
others.

Communicator: I articulate thoughts and ideas effectively, using spoken, written, and nonverbal skills in a
variety of forms and contexts. I listen effectively to interpret meaning and intentions.

Critical Thinker: I demonstrate thinking that is clear, rational, open-minded, and informed by evidence. I am
able to analyze and evaluate difficult or complex situations, and I ask questions to further understanding.

Problem Solver: I exhibit steadfastness in achieving success despite difficulty, opposition, or failure. I am able
to identify and prioritize solutions.

Collaborator: I engage with others by honoring and leveraging diverse perspectives and strengths to achieve
shared goals.
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District Goals

Kyrene goals focus on student outcomes in the
areas of early literacy, academic progress, sense
of belonging and equity. Each area has an
identified target with expected outcomes to be
achieved over the next five years. These goals
serve to create alignment of resources, systems,
and organizational design to hold the District
accountable on how to best meet the needs of
each student.

By creating a scorecard that includes measures
focusing on academic, social emotional, and
equity, the District addresses the whole child and
the environment in which they learn.

Early literacy is defined by the percentage of
students in grades K-3 who are able to demonstrate grade-level reading competencies.

Academic Progress is a weighted calculation that uses student performance from state assessments in the
subject areas of math and English language arts.

Sense of Belonging is a measurement that calculates the percent of items that students mark favorably
(agree/strongly agree) illustrating their agreement that their experiences align to items that indicate a sense
of belonging.

Equity defines a collection of measures that focus on improving student representation in identified
populations for which they were disproportionately represented at the start of the plan.

Financial Investment and Outcomes

Kyrene invested a total of $2.5M in support of its strategic plan initiatives during the 2023-24 school year.
Most of that amount ($1.6M) was related to early literacy, which included lowering class sizes in kindergarten
through second grade, along with providing Language Essentials for Teachers of Reading and Spelling (LETRS)
training for teachers. LETRS is comprehensive professional learning that provides educators and
administrators with a deep knowledge of language and literacy aligned with the science of reading. This
training provides participants with the skills needed for foundational and fundamental reading and writing
instruction, and also meets Arizona’s requirement to hold a K-5 literacy endorsement. Results for Early
Literacy showed the largest percentage change year over year (YOY), with an overall increase of four
percentage points. With continued success, the District anticipates that it will prove to be a leading indicator
of later-year outcomes as measured by Academic Progress.

Year over Year (YoY) and End of Year (EOY)
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Another component in developing the strategic plan includes dedicating sufficient financial resources to
support Kyrene’s district-wide goals. An annual budget procedure 3-101.C was developed and implemented
in 2020 to ensure that budget practices are consistent with supporting strategic objectives to produce the
most benefits for students. Elements from this procedure include:

● Prepare and produce an annual balanced budget to the Governing Board.
● Create budget processes with fiscal responsibility and transparency to ensure financial resources

are allocated to support the highest level of student achievement.
● Develop a five-year plan for curriculum activities.
● Develop a ten-year Capital Master Plan for district-wide facilities.

Through the budget development process, resources are aligned with the goals and objectives defined in the
District’s strategic plan. The long-term plans for curriculum and facilities are critical components of the
budget. These costs are significant, so the commitment to invest and fund these areas in the budget must be
consistent with the overall goals and objectives of the District. For the 2024-25 adopted budget, funding has
been committed to support Kyrene’s strategic capital needs for curriculum and facilities:

Curriculum Capital Plan

($ Millions)

Facilities Capital Master Plan

($ Millions)

Additionally, $2.0M of funding has been budgeted to support Kyrene’s strategic plan. Although the District
will continue to support strategic plan initiatives over the next four years, for budgeting purposes the entire
amount has been included in the 2024-25 fiscal year, and any remaining money will be carried over
throughout the strategic planning time period.
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Budget Development Process

The budget development process is designed to create fiscal responsibility and transparency and ensure
maximum financial resources are allocated to support student achievement while also creating the most
benefits for students. The District uses a zero-based budgeting method in building and developing annual
budgets, meaning that expenditures for each operational area begin at zero, and any proposed expenditure
must be reviewed, justified and approved each year. Through the budget development process, resources are
aligned with the goals and objectives defined in the District’s strategic plan and are continuously evaluated
using a cost-benefit analysis.

Consistent with District budget procedures, each year the District prepares and presents a balanced budget to
the Governing Board for approval. This practice is essential because it ensures financial decisions are
sustainable and will not jeopardize the long-term fiscal health of the District. The budget is considered
balanced when total expenditures are equal to or less than total revenues. The District also considers the
budget to be balanced in instances when fund balances from previous years are spent on one-time or
non-routine expenditures. This situation is especially prevalent with state and federal grants as funding can be
received in a different fiscal year vs. when the actual spending takes place. It can also be the case in the
category of capital spending as budgeted expenditures are often dependent on the issuance of bonds, so there
are often timing issues between when bond revenue is received vs. when the actual expenditure takes place.

Operating Budget

The District operates under an annual budget, with fiscal years beginning July 1 and ending June 30. Budget
development is a year-round process that involves the Legislature, community, employees and the Governing
Board. The budget development process begins in the fall, right after the school year begins.

During this time, the District reviews its long-term strategic plan and sets goals and objectives for the
upcoming fiscal year. This includes working closely with directors and school leaders to identify and prioritize
any strategic priorities that will have an impact on the annual budget. For any new programs impacting the
budget, a cost-benefit analysis is performed to ensure measurable goals are in place to evaluate the
effectiveness of these programs in the future.

In January, the Governor’s office presents a statewide
budget proposal. Although this proposal ultimately does
not become the final state budget, this is typically when
the District has the first opportunity to see any proposed
changes that could occur in state funding. Ultimately, both
the House and Senate of the Arizona Legislature must
agree and approve the elements of the state’s budget, and
this activity typically occurs in late spring or early summer.
The state budget becomes law and is finalized once signed
by the Governor. The District does not know its final
funding until the state ultimately passes and approves a
statewide budget for the coming year.

From January through May, ongoing work takes place with
directors, principals, and department leaders to develop a
detailed operating budget for the upcoming fiscal year. This
involves the areas of assigning organizational staffing,
departmental spending, capital planning and estimating
enrollment and revenue projections. Employee compensation is also determined through a collaborative
process with various employee groups. Because the state ultimately determines the District’s funding level,
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and available resources are often not adequate to address all the needs of the District, all spending requests are
reviewed and prioritized before anything becomes finalized in the budget. This process ensures that any funding
decisions are sustainable for the long-term.

Public budget presentations take place during board meetings throughout the spring as information becomes
known and decisions are finalized. In late June the proposed budget is presented to the Governing Board, and
the Board votes to adopt the budget at a public hearing held in early July. Per Arizona statute, the expenditure
budget must be adopted by July 15.

Capital Budget

The development of the capital budget occurs concurrently with the creation of the District’s operating
budget. Capital budgets typically involve areas such as facilities, technology and curriculum. Each of these
areas develops a long-range plan that identifies both short-term and long-term needs. Like the operating
budget, the capital budget is aligned with and incorporates the priorities identified in the District’s strategic
plan. Development of the capital budget involves collaboration among directors, school leaders and project
managers to ensure resources are allocated optimally to support student achievement. Once developed, the
capital budget is also presented to the Governing Board and community as part of the spring budget
presentations.

Budget Timeline and Calendar

The following chart and table shows the timeline of activities that took place in order to produce the annual
operating and capital budgets for the 2024-25 fiscal year.
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Date Budget Type Activity Authority

By
July 5

Proposed
Expenditure Budget

An electronic copy of the proposed expenditure budget must be prepared
and furnished to the Superintendent of Public Instruction and the county
school superintendent, unless waived by the county school
superintendent. Districts that maintain a website must provide a link on
their website to the proposed budget summary on ADE’s website.

A.R.S. §15-905(A)

By
July 5

Proposed
Expenditure Budget

Not later than July 5, but at least 10 days prior to the governing board
meeting to adopt the proposed expenditure budget, a copy of the
proposed expenditure budget or budget summary, and a notice of the
public hearing and governing board meeting must be published in a
newspaper of general circulation within the district, posted on the
Arizona Department of Education’s (ADE) website, or mailed to each
household in the district.

A.R.S. §15-905(C)

By
July 15

Proposed
Expenditure Budget

The proposed expenditure budget must be presented at a public hearing
immediately followed by a governing board meeting to adopt the budget.

A.R.S. §15-905(B),
(D), and (E)

By
July 18

Adopted
Expenditure Budget

The adopted expenditure budget must be submitted to the county school
superintendent and the Superintendent of Public Instruction and posted
on ADE’s website. Districts that maintain a website must provide a link on
their website to the adopted budget on ADE’s website.

A.R.S. §15-905(E)

By
Dec. 5

Revised
Expenditure Budget

If the Governing Board received notification from the Superintendent of
Public Instruction that the adopted expenditure budget is in excess of the
general budget limit or the unrestricted capital budget limit by 1 percent
or more of the general budget limit, by December 5 or at least 10 days
prior to the governing board meeting, publication and notice of a public
hearing of the revised expenditure budget is needed.

A.R.S. §15-905(E)

By
Dec. 15

Revised
Expenditure Budget

If the Governing Board receives notification from the Superintendent of
Public Instruction that the adopted expenditure budget is in excess of the
general budget limit or the unrestricted capital budget limit by 1 percent
or more of the general budget limit, it shall adopt a revised budget for the
current year.

A.R.S. §15-905(E)

By
May 15

Revised
Expenditure Budget

Before May 15, expenditure budget revisions must be made and the
revised budget approved at a governing board meeting. These
include: revisions for certain overestimated or underestimated tuition
revenues, revisions for overestimated or underestimated joint career and
technical education and vocational education center average daily
membership, and revisions for overestimated or underestimated
allowable budget balance carryforward in the M&O fund.

A.R.S. §15-905(I)
and (J)

A.R.S. §15-910.01
(C)

A.R.S. §15-943.01
(B)

Budget Management

The District has mechanisms in place to ensure compliance with the adopted budget and has a strong focus
on transparency and accountability with regard to budget management. An automated online control system
is in place to provide real-time financial information as prescribed by the Uniform System of Financial
Records (USFR). Budget control groups are also created and assigned to individuals who have budget
ownership. This provides another layer of control over expenditures and how they are recorded in the
District’s financial records.

Additionally, reports can be run in real time and contain expense details, account information and remaining
balances to ensure budget administrators have adequate visibility regarding their budgets. Requisitions,
purchase orders and employee positions are also recorded as encumbrances against available budget
appropriations at the time they are originated. This assists budget administrators with seeing a full year
picture of their respective budget as well as any anticipated expenditures in the coming year.
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Governing Board

The Kyrene Governing Board is authorized under the laws of the state of Arizona (A.R.S. §15-341) to prescribe
and enforce policies and procedures for the governance of the school district that are not inconsistent with
the laws or rules prescribed by the state board of education. According to Kyrene Policy 1-102, Governing
Board responsibilities include, but are not limited to:

1. Hiring and evaluating the Superintendent.
2. Hiring school personnel and terminating the employment of school personnel.
3. Developing the District's mission, vision, and strategic plans, to include, but not be limited to, an

annual review of the strategic plan's performance measures and goals.
4. Setting the standards for the performance of District schools to improve student achievement and

regularly review and publicly report on student outcome data.
5. Setting school attendance boundaries.
6. Establishing the policies that will be used to govern the District and assessing compliance with

policy standards and requirements.
7. Approving curriculum and textbooks.
8. Approving and monitoring the District's budget and spending priorities.
9. Approving salaries and benefits for employees.
10. Approving District purchases, unless this responsibility has been delegated to the Superintendent.
11. Acting in a "quasi-judicial" capacity in student or employee hearing matters.
12. Vesting the Superintendent with the powers and duties permitted by law to implement Board

policies and develop procedures, implement Board directives and act as the District's chief
administrative officer.

13. Conducting a Board self-evaluation and establishing annual Board goals should the Board choose
to do so.

14. Establishing a Communication Handbook, in collaboration with the Superintendent.
15. Establishing procedures for gathering stakeholder feedback for decision making, in collaboration

with the Superintendent.

Each member of the Governing Board is elected to serve a four-year term. Every two years, either two or
three positions are filled during the November general election. Board candidates must reside within the
district boundaries for one year prior to being elected to office. Arizona law does not limit the number of
terms a member may serve, and members receive no compensation for their service on the board. As
prescribed in A.R.S. §15-302, if a board member vacates a position before the end of their term, the
Maricopa County School Superintendent is required to appoint a Governing Board member to fill the
vacancy until the next regular election for Governing Board members, at which time a successor shall be
elected to serve the unexpired portion of the term.

Kyrene Governing Board Members
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District Leadership

The District is administered by the Superintendent, along with senior leadership shown below. Additionally,
the District is organized into the following departments:

● Academic Equity & Excellence
● Accountability & Performance

Management
● Communications & Engagement
● Community Education
● Exceptional Student Services
● Facilities

● Federal Programs & Outreach
● Finance
● Information Technology
● Professional Growth and Development
● Safety and Security
● Talent Management
● Transportation

25 principals are responsible for the administration at each of the Kyrene school locations.
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Financial Overview

2024-25 Budget Summary

Revenue

The 2024-25 budget assumes $236.3M in total governmental fund revenue, which is $11.8M higher (a 5.2%
increase) from the prior year. Most of the revenue increase is driven by higher capital project funds as
$42.8M of bonds are expected to be sold in 2024-25 vs. only $19.5M the prior year. Other significant
decreases in 2024-25 revenue come from $6.3M in lower special revenue funds due to the discontinuation of
one-time federal grants and $5.5M in lower general fund revenue, which is a combination of the funding
impact from expected enrollment decline plus one-time state funding received in 2023-24 that is not
recurring.

Kyrene’s 2024-25 revenue budget assumes a reduction of $3.4M in ongoing M&O operational revenue from
expected enrollment decline. Kyrene works with an outside firm that specializes in providing demographic
information for our district. After consultation with our demographer, the 2024-25 budget assumes a
reduction of 636 students. Kyrene’s opportunity for student enrollment growth is limited due to several
reasons. The District boundaries are landlocked with minimal room for growth or new housing, which
restricts the opportunity to increase the overall population residing within Kyrene’s boundaries. In addition,
the community is aging in place with limited turnover in neighborhoods, creating reduced opportunity for
families with school-age children to move into the District. The impact of past economic recessions has also
resulted in a declining birth rate across Maricopa county, resulting in fewer new incoming kindergarten
students.

Expenditures

The 2024-25 budget assumes $250.3M in total government fund expenditures, which is $28.5M higher (a
12.8% increase) from the prior year. That increase is driven mainly by $25.9M in additional capital
expenditures related to several high dollar construction projects, technology/upgrade projects taking place at
schools, and replacing a number of school buses. 2024-25 expenditures also include $8.7M of one-time
operational expenditures within The General Fund as the District looks to spend down its reserve balance,
mostly to support of Kyrene’s strategic plan. Although the entire $8.7M has been budgeted in the 2024-25
year, any remaining or unspent money will continue to be budgeted throughout the strategic plan time
period as necessary. The General Fund also includes $3.5M of expenditure reductions that were made in
order to align budgetary spending with changes in enrollment.

Fiscal Responsibility

When state funding decreases as a result of enrollment changes, the District undertakes significant efforts to
reduce operational expenditures in order to right size spending against any expected revenue declines. The
goal is to reduce ongoing operational expenditures by an amount equal to the funding decreases in order to
produce a sustainable and balanced budget. In order to accomplish this, Kyrene has developed a timeless
spending model.

14 | Page Executive Summary



ii
The concept of a timeless model involves looking at how expenditures should ideally be spent in future years
across all operational functions to ensure that maximum resources continue to be allocated to the classroom.
By using this model, Kyrene can look at the expected budgetary impact from enrollment and determine how
proportionate expenditure reductions need to take place across all district operational areas. This model also
provides safeguards so that one particular group or area is not disproportionately overburdened with
potential budget reductions.

Expenditure reductions take place across operational and functional areas as defined by the Uniform System
of Financial Records (USFR) and the Arizona Auditor General’s office. For Kyrene, the operational areas
included in its timeless spending model include classroom instruction, student support areas, instructional
support, administration, plant operations and transportation. It is important to note that capital items and
capital expenditures are not included in Kyrene’s timeless spending model, so any expenditure reductions
must take place within the ongoing operational categories of personnel costs, contracted services, medical
costs, supplies, services, repairs/maintenance or utilities/fuel.

The 2024-25 budget includes a permanent reduction of $3.5M in operational expenditures. District office
reductions account for $0.4M across a variety of areas. Although most of those expenditure reductions will
take place in the area of personnel costs, this will happen without the need to implement a reduction in
force and these position reductions will be achieved through employee retirements or closing unfilled
positions. The District also expects to see increases in contracted services and supplies/services as a result of
price increases and inflationary impacts.
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In addition to the reduction in district office budgets, ongoing medical expenses are expected to be $0.6M
lower than the previous year. This is due to medical and pharmaceutical plan design and carrier changes that
were first implemented during the 2022-23 fiscal year and continue to see positive and sustainable financial
results.

Overall budgets related to schools in 2024-25 decreased by $2.5M as a result of enrollment changes, and most
of those reductions will take place in personnel costs. However, school staffing allocations and budgeted
resources naturally adjust up or down based on changes in enrollment. This automatic and variable adjustment
to school budgets is important because it means that classroom resources will always be in line with
supporting student needs while still keeping dollars spent in the classroom at the highest level. The reduction
in personnel costs will occur without any need to implement a reduction in force and will be achieved through
employee retirements or closing unfilled positions.

History of Balancing the Budget

Although any lost funding from enrollment declines can make it very difficult to create a sustainable and
balanced budget, Kyrene has done so for many years. Over the last eight years, the operational funding loss
related to enrollment declines has been almost $21M. Without expenditure reductions, it would have been
impossible to produce a balanced and sustainable budget over this time period. Utilizing Kyrene’s timeless
spending model, operational expenditures were reduced by $21.6M over this same eight-year period,
demonstrating Kyrene’s commitment to creating financially sustainable budgets and fiscal responsibility to our
community.

16 | Page Executive Summary



ii
Expenditures were reduced in a variety of ways over this eight-year time period, with the largest amount
of reductions ($17.4M) made in personnel costs, which equates to 294 full-time positions, and represents
almost 81% of the total reduction amount. Since almost 85% of Kyrene’s overall operational budget
relates to personnel costs, most of those reductions have taken place in this area. Any decreases to
personnel costs were mainly achieved through employee retirements or closing unfilled positions. Each
year Kyrene looks for opportunities to reduce expenses such as attrition, reorganizing departmental work,
retirements, or eliminating vacant positions rather than pursuing other options such as implementing a
reduction in force, raising class sizes or elimination of programs.
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Financial Summary: Governmental Funds

A financial summary of all governmental funds included in Kyrene’s budget is provided below:

18 | Page Executive Summary



ii

Explanation/Comments:
For the 2024-25 budget, the District is expecting $236.3M in total governmental fund revenue, which is $11.8M higher (a 5.2%
increase) from the prior year. Most of the revenue increase is driven by increased capital project funds as $42.8M of bonds are
expected to be sold during the 2024-25 fiscal year. Bond sales of $42.8 are also projected to take place during the 2026-27 fiscal year.

The District is expecting $250.3M in total governmental fund expenditures for 2024-25, which is an increase of 12.8% from the prior
year. That increase is driven mainly by $25.9M in additional capital expenditures as outlined in the District’s capital spending plans.
2024-25 also includes $8.7M of expenditures that would be considered one-time in nature and would recur in future years.

The timing of the bond sales is the main driver for the swings in fund balances throughout the 8-year time period between 2020-21
and 2027-28.

An “adjusted” ending fund balance* is provided in situations where the budget balance more accurately reflects the ending fund
balance, or when certain fund groupings blend cash and budgeted funds. In these cases the adjusted ending fund balance is used as
the beginning fund balance for the next fiscal year.
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Informational Overview

Student Enrollment History and Projections

Projecting and monitoring enrollment data is critical in the development of the District’s budget as it helps
estimate future year revenue and costs. School funding in Arizona is calculated based on student enrollment
in the current school year, and these enrollment projections provide the District with an estimated revenue
expectation for the current year budget. Those projections, when analyzed by student characteristics,
provide direction on where to target the allocation of resources. Since Kyrene has a long history of analyzing
enrollment data, the District is able to identify trends that inform decisions on how to allocate resources
district-wide.

The District works with a demographer to help predict future enrollment estimates. This work uses
enrollment data based on the 40th day of school and assists with providing school and grade level
projections, anticipating staffing resources and budgets for school needs. When analyzing enrollment,
variables such as housing and occupancy rates, birth rates and residential development are considered in
calculating future year projections. The combination of rolling the student population forward in grades
kindergarten through seven, using demographic insights, and factoring in housing occupancy and birth rates
allows the District to project the best possible enrollment estimates into the future.

There are several factors that limit Kyrene’s opportunity for enrollment growth. The District boundaries are
landlocked which restricts the opportunity to increase the overall population residing within Kyrene’s
boundaries. In addition, the community is aging and remaining in their homes for longer periods of time,
which limits the opportunity for families with school-age children to move into the District. Maricopa County
has also experienced a decline in overall birth rates, resulting in fewer new incoming kindergarten students.
The illustrations below show the impact of birth rates and housing demographic changes over time.

Historical Impact of Birth Rates

Birth rates across Arizona and specifically Maricopa County have been declining over time and are
anticipated to continue that trend. The graph below shows historical birth rates across the state of Arizona
along with the more populous counties that are close to Kyrene. The kindergarten entrance year is also
overlaid with the birth rate year, indicating when the district should expect to see lower enrollment in
incoming kindergarten classes.

Birth Rate Trends
Births per 1,000 people aged 15 to 45
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Housing Demographics

Housing demographics also play a role in decreased enrollment across the District. The chart below shows
that the overall percentage of homeowners between the ages of 25-44 has dropped from 53.2% to 36.2%
over the last 20 years. Likewise, the overall percentage of children in our boundaries between the ages of
0-13 has dropped from 22.3% to 15.8% over that same time period. This data illustrates that households in
our boundaries over the last two decades have typically become older and have fewer elementary aged
children.

Source: Applied Economics, Demographic and Enrollment Update to Governing Board—April 11, 2023

District-wide Enrollment

Public school districts are required to accept all children who live within their boundaries. However, state law
allows students to apply for admission to any public school, based on available classroom space (A.R.S.
§15-816.01). This means students from outside the district boundaries are able to attend Kyrene where
space allows.

Kyrene’s enrollment consists of students that reside both within and outside District boundaries.
Out-of-district (nonresident) students are a significant source of enrollment for Kyrene. Historically, they
make up approximately 20% of Kyrene’s total enrollment.

A combination of methodologies is used to project future enrollment. The foundation for enrollment is
created by rolling the student population forward in grades kindergarten through seven. Estimates for
kindergarten are based on birth rates and additional factors such as housing/occupancy rates, household
population characteristics and residential development.

The chart titled Population by Boundary Status, provides multiple years of enrollment data for grades
kindergarten through eight. This data reflects a downward trend in enrollment due to the factors previously
mentioned such as being a landlocked district, declining birth rates and limited housing turnover. These
factors influence the size of the incoming kindergarten class, which will continue to be lower than the size of
the outgoing 8th grade class. Of note is that Kyrene continues to maintain a consistent nonresident
enrollment over 20%, indicating that Kyrene remains a district of choice for families in Arizona.
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School Enrollment

The following table illustrates school-level enrollment over time along with projections for future years. In
2024-25, Kyrene will migrate online learning from a full-scale online school to a program of choice. Kyrene
operated its Kyrene Digital Academy beginning in the 2020-21 year, which was created as an on-line school
largely in response to the coronavirus pandemic, and served children in grades kindergarten through eighth
grade. The move to provide online learning as a program, housed within one of the District’s in-person
schools, will return Kyrene to a district of 25 schools.
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Property Tax Rates and Amounts

Primary and Secondary Taxes

The Arizona school finance formula attempts to ensure that each district has equitable budget capacity
compared to others across the state. The state distributes equalization assistance (which comes from the
Arizona state budget) to school districts over and above the levy amount raised with the uniform Qualifying
Tax Rate (QTR) set forth by the Joint Legislative Budget Committee each year. A significant portion of school
district financing in Arizona comes from local property taxes on real and personal property. This system
results in districts with high taxable property values per pupil paying a higher percentage of the total cost
with local taxes. In contrast, school districts with lower taxable property values per pupil pay a lower
percentage of the total cost.

In August, county school superintendents’ offices transmit tax levy requirements for each district to the
county finance departments which, in turn, inform their county boards of supervisors of the necessary levy
by fund for each district. The levy, placed on property in August, applies to the assessed valuation
determined for real property and secured personal property in the district through the previous January.
Property taxes are collected and distributed in November and April of each year. Generally in Arizona, the
delinquency rate on taxes has been averaging approximately 5%, which can account for cash flow problems
in some school districts. Kyrene School District typically experiences less than a 2% delinquency rate.
Regardless of the collection of taxes or the timeliness of being received in a district, the district can spend up
to the budget capacity authorized by the state’s funding formula.

Per state statute, taxes levied for the maintenance and operation of counties, cities, towns, school districts,
community college districts and the state are classified as “primary taxes.” The primary taxes levied by each
county, city, town, and community college district are constitutionally limited to a maximum increase of 2%
over the maximum allowable prior year’s levy limit, plus any taxes on property not subject to taxation in the
preceding year. The 2% limitation does not apply to primary taxes levied on behalf of school districts. The
combined taxes on owner occupied residential property only, for purposes other than voter-approved bond
indebtedness and overrides and certain special district assessments, are constitutionally limited to 1% of the
limited property value of such property. This constitutional limitation on the combined tax levies for owner
occupied residential property is implemented by reducing the school district’s taxes. To offset the effects of
reduced school district property taxes, the state compensates the school district by providing additional state
equalization assistance, which comes from the state’s general budget.

Also per state statute, taxes levied for payments of voter-approved bonds and voter-approved budget
overrides are classified as “secondary taxes.” These budget overrides can relate to either maintenance and
operations or capital areas. However, unlike primary taxes, there are no constitutional or statutory limitations
on annual levies for voter-approved bonds and overrides.
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The following chart illustrates the historical trends in primary and total secondary tax rates. The secondary
tax rate only relates to bonds or overrides that were approved by voters within the Kyrene School District. An
additional chart also provides the individual components of the secondary property taxes that relate to
bonds, the maintenance and operations override and the district additional assistance/capital override. The
tax rate information is stated in dollars per $100 of net limited assessed property valuation.

24 | Page Executive Summary



ii
Personnel Data

The tables that follow summarize personnel by full-time equivalency (FTE) over five years by employee
group: Certified, Education Support Professionals and Administrators. School-based positions are allocated
based on staffing formulas and other allocation ratios across the District such as class size and case
management assignments. Other positions that are not school-based are reviewed and finalized during the
annual budget development process. All employee resources are aligned to student support levels for the
coming year.

Certified Category Employee Category

Education Support Professionals Employee Category
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Administrative Employee Category

Bond Issues and Amortization Schedules

A bond is a promise to pay a specified sum of money (called the principal) at a specified date in the future,
together with periodic interest at a specified rate. Bonds are debt securities issued to finance capital related
purchases and projects and are the funding source for Kyrene’s Capital Master Plan. They are used to
maintain the school buildings and grounds, repair school buildings, purchase transportation vehicles and
address other administrative capital needs. Without the support of our Kyrene community, there is not
enough state capital funding to support the ongoing capital needs for our school facilities.

Bond Credit Rating

When school districts issue bonds, part of that process includes receiving a credit rating from a municipal
bond rating agency. Bond ratings are a general reflection of the credit quality of the school district and have a
direct impact on the interest rates that school districts pay when selling bonds. Traditionally, Kyrene receives
a bond rating from two main agencies: Moody’s Investors Service and Standard & Poor’s. Moody’s has

assigned Kyrene a rating of Aaa and Standard & Poor’s has
assigned a rating of AA. Although the rating scales are different
for each agency, both of those ratings are the highest credit
ratings assigned to school districts in Arizona. Being assigned
the highest rating in Arizona is not something new for Kyrene
as the District has held the distinction for receiving the highest
possible school district credit rating for many years.

A strong local economy and tax base, rising real estate values, a
formidable management team and strong fund balances are all
reasons listed by Moody’s and Standard & Poor’s as to why
they have assigned this high credit rating to Kyrene. This rating
reaffirms to our community, employees, and taxpayers that
Kyrene is a responsible steward of state, federal and taxpayer
dollars.
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Bond Issues and Amortization

Kyrene’s last bond sale occurred in October 2023. After this sale was completed, all of the $116,950,000 of
bonds authorized by voters in November 2017 had been sold. In November 2023, voters in the Kyrene
District approved a new bond authorization for $161,000,000. The table below provides an amortization
schedule showing future debt service expenditures based on the total outstanding bond debt after July 1,
2024.
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Operational Spending

As part of the budget process, Kyrene strives to maximize funding allocated to the classroom in order to
produce the most direct benefits to students. The results from this activity can be measured and evaluated
by reviewing an independent report prepared and published by the Arizona Auditor General’s office. This
report is produced annually in the spring and provides information for the previous fiscal year.

A.R.S. §41-1279.03 requires the Auditor General to monitor school districts to determine the percentage of
every dollar spent in the classroom and also conduct performance audits of Arizona’s school districts.
However, Arizona charter schools, which are also funded with taxpayer and public dollars, and private
schools that receive public funding through empowerment scholarship accounts (ESA) are not subject to
these requirements. The report produced by the Arizona Auditor General’s office monitors state-wide
operational spending trends in instruction and other operational categories such as student support,
instructional support, administration, plant operations, food service and transportation. It also identifies
spending for peer districts within Arizona as well as overall state results. Peer groups are identified based on
districts that have a similar size, type and location. For Kyrene, its peer group includes districts categorized by
the Auditor General as very large and large elementary school districts in cities and suburbs.

Classifications

Operational spending includes costs incurred for the District’s day-to-day operations and contains the
categories listed below. These categories follow Arizona’s Uniform Chart of Accounts for school districts,
which meets the requirements of the U.S. Department of Education’s account classifications. This provides
the ability to compare results over time against peers, the entire state of Arizona and also national averages.
Operational spending includes both instructional and non-instructional spending. The definition of
instructional spending used in the Auditor General’s report is based on the definition of “instruction”
developed by the U.S. Department of Education’s National Center for Education Statistics. Operational
spending excludes costs associated with acquiring capital assets (such as purchasing or leasing land, buildings
and equipment), as well as interest and programs that are outside the scope of preschool through grade 12,
such as adult education and community service programs. Total operational spending includes the
instructional and non-instructional expenditures as shown below:

Instructional Spending

Classroom personnel: Salaries and benefits for teachers, teacher’s aides, substitute teachers, graders and
guest lecturers.

General instructional supplies: Paper, pencils, crayons, etc.

Instructional aids: Textbooks, workbooks, instructional software, etc.

Activities: Field trips, athletics, and co-curricular activities, such as choir or band.

Tuition: Paid to out-of-State and private institutions.
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Other Non-instructional Spending

Instruction support: Salaries and benefits for curriculum directors, special education directors, teacher
trainers, librarians, media specialists and instruction-related IT staff. This category also includes other costs
related to assisting instructional staff in delivering instruction.

Student support: Salaries and benefits for attendance clerks, social workers, counselors, nurses, audiologists
and speech pathologists. This category also includes other costs related to these support services for
students.

Transportation: Salaries, benefits, and other costs related to maintaining buses and transporting students to
and from school and school activities.

Plant operations: Salaries, benefits, and other costs related to equipment repair, building maintenance,
custodial services, groundskeeping and security. This category also includes costs for heating, cooling, lighting
and property insurance.

Food service: Salaries, benefits, food supplies and other costs related to preparing, transporting and serving
meals and snacks.

Administration: Salaries and benefits for superintendents, principals, business managers, clerical and other
staff who perform accounting, payroll, purchasing, warehousing, printing, human resource activities and
administrative technology services. This category also includes other costs related to these services as well as
the Governing Board.

Spending by Operational Area

The results from the latest independent Arizona Auditor General report are listed below. This report is produced
annually in the spring and provides information for the previous fiscal year, which means that the most current
information is for the 2022-23 year. Information for the 2023-24 year will not be available until the spring of
2024.

According to the report, Kyrene’s instructional spending was 59.3%. This amount is substantially higher than
both Kyrene’s peer district average of 53.1% and the overall state average of 53.4%. The combined spending for
instruction, student support, and instruction support is also identified as “classroom spending” by the Auditor
General. These amounts represent the total funding spent for overall classroom activities within a school
district. For Kyrene, this amount was 73.6% and represents the 7th highest amount in the state, and is higher
than both its peer district average of 69.3% and the overall state average of 69.0%. This means that almost
three out of every four dollars spent by Kyrene went into the classroom to provide the most direct benefits for
students.
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These results and distinctions for Kyrene are similar to previous years as Kyrene has consistently put more

dollars into the classroom than both its peer groups and the overall state average. Information from the most
current Auditor General report for Kyrene’s total operational spending is provided below.

Historical Classroom Spending Comparisons

The combined spending for instruction, student support, and instruction support is characterized as
“classroom spending” by the Auditor General. These amounts represent the total funding spent for overall
classroom activities within a school district. The graph below displays five years of history and shows that
Kyrene has consistently outperformed the state of Arizona and peer comparison groups as identified by the
Auditor General’s office.
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ORGANIZATIONAL SECTION
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About Kyrene

Kyrene Elementary School District is one of Arizona’s leading public school districts, providing excellence in
education for more than 135 years. Kyrene comprises 25 schools: 17 elementary, six middle, and two K-8
schools. Kyrene’s district boundaries are located within Maricopa County and encompass all of Ahwatukee in
Phoenix, south Tempe, west Chandler and parts of Guadalupe and the Gila River Indian Reservation. Kyrene
enrolls approximately 13,000 students in preschool through 8th grade. Team Kyrene is made up of 1,800
educators, including teachers, leaders and education support professionals.

Kyrene program offerings include world languages (Spanish and Mandarin), STEM, college prep, gifted, fine
and performing arts, experiential learning, and computer science immersion. Kyrene is also home to a
Traditional Academy and an IB World School. Preschool options include dual-language, leadership, and arts
integration programs, as well as project-based and self-directed learning programs. The Integrated Preschool
program serves students with developmental needs, and classes are taught by certified staff. Kyrene also
offers an impressive selection of programs that occur before, during and after school hours.

Kyrene’s Governing Board is organized under Section 15-321 of the Arizona Revised Statutes (A.R.S.).
Management of the District is independent of other state or local governments. The County Treasurer
collects taxes for the District, but exercises no control over its expenditures or expenses. The membership of
the Governing Board consists of five members elected by the public. Under existing statutes, the Governing
Board’s duties and powers include, but are not limited to, the acquisition, maintenance and disposition of
school property; the development and adoption of a school program; and the establishment, organization
and operation of schools. The Board also has broad financial responsibilities, including the approval of the
annual budget and the establishment of a system of accounting and budgetary controls.

Kyrene’s financial reporting entity consists of a primary government and its component units. A component
unit is a legally separate entity that must be included in the reporting entity in conformity with generally
accepted accounting principles. The District is a primary government because it is a special-purpose
government that has a separately elected governing body, is legally separate, and is fiscally independent of
other state or local governments. No component units are presented in the District’s financial statements
and the District is not included in any other governmental reporting entities.

A.R.S. §15-914.01 allows school districts the opportunity to apply to the state board of education to assume
all accounting responsibilities. This statute requires a school district to develop an accounting responsibility
plan and file their application with both the Arizona State Board of Education and also the Office of the
Maricopa County School Superintendent. Kyrene School District assumes all responsibility for its accounting
responsibilities and maintains all financial records in accordance with the Uniform System of Financial
Records and other applicable laws, and is therefore independent from the County Superintendent's Office.

Consequently, the District’s financial statements include only the funds of those organizational entities for
which its elected governing board is financially accountable. The District’s major operations include regular
and special education, student transportation, construction and maintenance of District facilities, food
services, and athletic functions.
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A Model of Excellence

Kyrene is known for top academic achievement, with schools consistently outperforming peer districts,
charter schools and state averages on Arizona assessments and other academic benchmarks. This provides
the District with an indicator to confirm that outcomes are in line with budget investments.

Kyrene has an established reputation as a high-performing district. Eleven Kyrene schools hold the distinction
of being an “A+ School of Excellence,” as recognized by the Arizona Educational Foundation (AEF). AEF is a
nonprofit organization that fosters excellence in education by administering statewide programs that
enhance the capabilities of Arizona’s schools. Applicant schools are evaluated across such areas as teaching
and learning strategies, student achievement, leadership and community integration. The evaluation of
schools for this designation is based on a lengthy written application submitted by the school and rigorous
site visits conducted by a team of trained judges. Preparation of each school’s application involves
collaboration among all stakeholders including students, faculty, staff, administrators and community
members.

Two Kyrene Schools, Kyrene Traditional Academy and Sierra Elementary, have been designated as National
Blue Ribbon Schools. The National Blue Ribbon Schools Program recognizes public and private schools based
on their overall academic excellence or their progress in closing achievement gaps among student subgroups.
With approximately 10,000 awards to more than 9,000 schools across the country having been presented
with this award, it is widely recognized as a symbol of exemplary teaching and learning.

Nineteen Kyrene teachers and administrators have earned certification by the National Board for Professional
Teaching Standards. National Board Certification (NBC) is the highest certificate an educator can achieve in
the United States, and it is achieved by successfully completing a rigorous process of performance-based
analysis and peer review. Research shows performance growth among students of Board-certified teachers,
with an even greater impact among minority and low-income students. Teachers with NBC often advance to
leadership positions, where they can have an even broader impact on students and learning.

33 | Page Organizational Section



ii
Geographic Area

Kyrene’s district boundaries are located within Maricopa County and encompass parts of Phoenix, Chandler,
Guadalupe, Tempe, and the Gila River Indian Reservation. Approximately 163,000 people reside within the
District boundaries. A few of the major companies represented in this metropolitan area include Banner
Health Systems, Wells Fargo, Dignity Health, Honeywell and Intel.

Public school districts are required to accept all children who live within their boundaries. However, state law
allows students to apply for admission to any public school, based on available classroom space (A.R.S.
§15-816.01). More information about enrollment is provided in the Informational Section of this report.

In addition, this metropolitan area continues to provide excellent educational and training opportunities
through community colleges, multiple private colleges and graduate schools, as well as one state university.
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District Leadership

The District is administered by the Superintendent, along with senior leadership shown below. Additionally,
the District is organized into the following departments:

● Academic Equity & Excellence
● Accountability & Performance

Management
● Communications & Engagement
● Community Education
● Exceptional Student Services
● Facilities

● Federal Programs & Outreach
● Finance
● Information Technology
● Professional Growth and Development
● Safety and Security
● Talent Management
● Transportation

25 principals are responsible for the administration at each of the Kyrene school locations.
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Governing Board

The Kyrene Governing Board is authorized under the laws of the state of Arizona (A.R.S. §15-341) to prescribe
and enforce policies and procedures for the governance of the school district that are not inconsistent with
the laws or rules prescribed by the state board of education. According to Kyrene Policy 1-102, Governing
Board responsibilities include, but are not limited to:

1. Hiring and evaluating the Superintendent.
2. Hiring school personnel and terminating the employment of school personnel.
3. Developing the District's mission, vision, and strategic plans, to include, but not be limited to, an

annual review of the strategic plan's performance measures and goals.
4. Setting the standards for the performance of District schools to improve student achievement and

regularly review and publicly report on student outcome data.
5. Setting school attendance boundaries.
6. Establishing the policies that will be used to govern the District and assessing compliance with

policy standards and requirements.
7. Approving curriculum and textbooks.
8. Approving and monitoring the District's budget and spending priorities.
9. Approving salaries and benefits for employees.
10. Approving District purchases, unless this responsibility has been delegated to the Superintendent.
11. Acting in a "quasi-judicial" capacity in student or employee hearing matters.
12. Vesting the Superintendent with the powers and duties permitted by law to implement Board

policies and develop procedures, implement Board directives and act as the District's chief
administrative officer.

13. Conducting a Board self-evaluation and establishing annual Board goals should the Board choose
to do so.

14. Establishing a Communication Handbook, in collaboration with the Superintendent.
15. Establishing procedures for gathering stakeholder feedback for decision making, in collaboration

with the Superintendent.

Each member of the Governing Board is elected to serve a four-year term. Every two years, either two or
three positions are filled during the November general election. Board candidates must reside within the
district boundaries for one year prior to being elected to office. Arizona law does not limit the number of
terms a member may serve, and members receive no compensation for their service on the board. As
prescribed in A.R.S. §15-302, if a board member vacates a position before the end of their term, the
Maricopa County School Superintendent is required to appoint a Governing Board member to fill the vacancy
until the next regular election for Governing Board members, at which time a successor shall be elected to
serve the unexpired portion of the term.

Kyrene Governing Board Members
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Strategic Plan

The Kyrene Strategic Plan 2023-2028, Thrive! Ready for the Future is a comprehensive roadmap outlining the
Kyrene community's shared vision for the future, the transformation needed to realize that vision, and
specific goals to reach by 2028. Strategic planning is an active, continuous improvement process with
oversight by the Kyrene Governing Board. Accordingly, the plan itself is a dynamic one, with room for
reflection and progress checks along the way.

The strategic plan was developed with the collective input and collaboration of a diverse range of
stakeholders, including families, teachers, staff, students and community members.

As the District engaged thousands of stakeholders in the visioning process, a new picture emerged: of a
district that measures its achievement not only on the success of its current preK-8 students but on whether
they are prepared for success in high school, college, career and life.

A strategic plan must be built on a solid foundation. Kyrene established that foundation through the
development of several cornerstone pieces that provide the framework on which the entire strategic plan is
built. Each cornerstone serves a different purpose: defining what makes Team Kyrene exceptional, identifying
the traits that will prepare our students to excel, and establishing Kyrene’s promise for the future.

The Kyrene Promise is a vision and a mission all rolled into one unifying commitment. The Governing Board
adopted the promise language to express both the action and the expected outcome if Kyrene creates the
right environments and circumstances for student success.

Kyrene’s Key Values are the traits we embody as educators. Every single employee in Kyrene plays a role in
the education of each child. Our shared values define who we are and what it takes to meet our
responsibilities to students, to each other and to our community.

The Portrait of a Kyrene Kid reflects our community’s collective vision of the skills, traits and competencies
each of our students should exemplify by the time they complete grade 8, in preparation for high school,
college, career and life.

The Kyrene Promise

We promise to provide welcoming, inclusive learning environments in which every student is honored,
valued, and feels a strong sense of belonging and purpose.

We promise to provide rigorous, responsive learning environments in which every student is given what they
need to develop knowledge, skills, confidence, and a passion for learning.

We promise to provide vibrant, world class learning environments in which every student believes they are
empowered and prepared to make a meaningful impact on a rapidly changing world.

Kyrene Key Values

Connection: We build and maintain trusting relationships so that our students, families and staff are seen,
heard, and valued.

Compassion: We treat and respond to others with dignity, understanding, empathy, and kindness.

Courage: We possess the moral and mental strength to do what is right, even when it is challenging.

Collaboration: Together, we make a difference, by learning and working in unity to deliver excellence for our
students, colleagues and community.

Curiosity: We reach beyond our comfort zone to explore innovative and unconventional ideas with a sense of
wonder.
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Portrait of a Kyrene Kid

Adaptable Learner: I possess the desire to learn, unlearn, and re-learn. I believe in the ability to master
challenging concepts and demonstrate positive attitudes about learning.

Self-Advocate: I demonstrate personal agency. I possess confidence in my ability to reflect, overcome
adversity, appropriately express needs, and act with purpose.

Community Contributor: I pursue opportunities, actions and contributions that positively impact the
community and the world. I demonstrate global and cultural citizenship through empathy and respect for
others.

Communicator: I articulate thoughts and ideas effectively, using spoken, written, and nonverbal skills in a
variety of forms and contexts. I listen effectively to interpret meaning and intentions.

Critical Thinker: I demonstrate thinking that is clear, rational, open-minded, and informed by evidence. I am
able to analyze and evaluate difficult or complex situations, and I ask questions to further understanding.

Problem Solver: I exhibit steadfastness in achieving success despite difficulty, opposition, or failure. I am able
to identify and prioritize solutions.

Collaborator: I engage with others by honoring and leveraging diverse perspectives and strengths to achieve
shared goals.

District Goals

Kyrene goals focus on student outcomes in the
areas of early literacy, academic progress, sense
of belonging and equity. Each area has an
identified target with expected outcomes to be
achieved over the next five years. These goals
serve to create alignment of resources, systems,
and organizational design to hold the District
accountable on how to best meet the needs of
each student.

By creating a scorecard that includes measures
focusing on academic, social emotional, and
equity, the District addresses the whole child and
the environment in which they learn.

Early literacy is defined by the percentage of students in grades K-3 who are able to demonstrate grade-level
reading competencies.

Academic Progress is a weighted calculation that uses student performance from state assessments in the
subject areas of math and English language arts.

Sense of Belonging is a measurement that calculates the percent of items that students mark favorably
(agree/strongly agree) illustrating their agreement that their experiences align to items that indicate a sense
of belonging.

Equity defines a collection of measures that focus on improving student representation in identified
populations for which they were disproportionately represented at the start of the plan.
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Financial Investment and Outcomes

Kyrene invested a total of $2.5M in support of its strategic plan initiatives during the 2023-24 school year.
Most of that amount ($1.6M) was related to early literacy, which included lowering class sizes in kindergarten
through second grade, along with providing Language Essentials for Teachers of Reading and Spelling (LETRS)
training for teachers. LETRS is comprehensive professional learning that provides educators and
administrators with a deep knowledge of language and literacy aligned with the science of reading. This
training provides participants with the skills needed for foundational and fundamental reading and writing
instruction, and also meets Arizona’s requirement to hold a K-5 literacy endorsement. Results for Early
Literacy showed the largest percentage change year over year (YOY), with an overall increase of four
percentage points. With continued success, the District anticipates that it will prove to be a leading indicator
of later-year outcomes as measured by Academic Progress.

Year over Year (YoY) and End of Year (EOY)

Another component in developing the strategic plan includes dedicating sufficient financial resources to
support Kyrene’s district-wide goals. An annual budget procedure 3-101.C was developed and implemented
in 2020 to ensure that budget practices are consistent with supporting strategic objectives to produce the
most benefits for students. Elements from this procedure include:

● Prepare and produce an annual balanced budget to the Governing Board.
● Create budget processes with fiscal responsibility and transparency to ensure financial resources

are allocated to support the highest level of student achievement.
● Develop a five-year plan for curriculum activities.
● Develop a ten-year Capital Master Plan for district-wide facilities.

Through the budget development process, resources are aligned with the goals and objectives defined in the
District’s strategic plan. The long-term plans for curriculum and facilities are critical components of the
budget. These costs are significant, so the commitment to invest and fund these areas in the budget must be
consistent with the overall goals and objectives of the District. For the 2024-25 adopted budget, funding has
been committed to support Kyrene’s strategic capital needs for curriculum and facilities:

39 | Page Organizational Section



ii

Curriculum Capital Plan

($ Millions)

Facilities Capital Master Plan

($ Millions)

Additionally, $2.0M of funding has been budgeted to support Kyrene’s strategic plan. Although the District
will continue to support strategic plan initiatives over the next four years, for budgeting purposes the entire
amount has been included in the 2024-25 fiscal year, and any remaining money will be carried over
throughout the strategic planning time period.
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Significant Laws Affecting the Budget

The public elementary and secondary schools of Arizona are governed by the Arizona Constitution and Title
15 of the Arizona Revised Statutes (A.R.S.). The Arizona Legislature has required that the Arizona Department
of Education and the state’s Auditor General interpret Title 15 and design the state’s Uniform System of
Financial Records (USFR) which is used in maintaining local school district financial records and preparing
reports.

A school district budget is for the fiscal year from July 1 to June 30. Each school district must propose, adopt
and revise an expenditure budget according to state law, designated timelines and other statutory
requirements as listed below. The expenditure budget package includes the forms and instructions as
dictated by the state that are required to be submitted in order to remain in compliance, and these forms are
revised annually as needed based on legislation changes.

A.R.S. §15-903(A) requires the Superintendent of Public Instruction in conjunction with the Auditor General
to prescribe the budget format to be used by all school districts. A.R.S. §15-905 requires districts to prepare
and submit budgets containing the information and in the form provided by the Arizona Department of
Education (ADE). The Auditor General and ADE have developed the budget format to incorporate the
information districts are statutorily required to include in their annual budgets. This format assists districts in
complying with budget preparation and submission requirements, and districts are not allowed to modify the
budget format. The elements of A.R.S. §15-905 are listed below as these are the statutory requirements for
budget preparation, public notice, and budget revisions.

1) Not later than July 5 of each year or no later than the publication of notice of the public hearing and
board meeting as required by this section, the Governing Board of each school district shall prepare
and furnish to the Superintendent of Public Instruction and the county school superintendent, unless
waived by the county school superintendent, a proposed budget in electronic format for the budget
year, which shall contain the information and be in the form as provided by the Department of
Education. The proposed budget shall include the following:

a) The total amount of revenues from all sources that was necessary to meet the school district's
budget for the current year.

b) The total amount of revenues by source that will be necessary to meet the proposed budget of
the school district, excluding property taxes. The Governing Board shall prepare the proposed
budget and a summary of the proposed budget. Both documents shall be kept on file at the
school district office and shall be made available to the public on request. Not later than July 5 of
each year or no later than the publication of notice of the public hearing and board meeting
required by this subsection, the Governing Board shall submit the proposed budget to the
Department of Education, which shall prominently display this information about that school
district on the website maintained by the department. If the school district maintains a website,
the school district shall post a link to the website of the Department of Education where this
information about the school district is posted. The Auditor General in conjunction with the
Department of Education shall prescribe the form of the summary of the proposed budget for use
by governing boards.

School district governing boards may include in the proposed budget any items or amounts that
are authorized by legislation filed with the Secretary of State and that will become effective
during the budget year. If subsequent events prevent the legislation from becoming effective,
school district Governing Boards must reduce their budgets by the amounts budgeted pursuant to
the legislation that did not become effective.
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2) The Governing Board of each school district shall prepare a notice fixing a time not later than July 15

and designating a public place within each school district at which a public hearing and board meeting
shall be held. The Governing Board shall present the proposed budget for consideration of the
residents and the taxpayers of the school district at that hearing and meeting.

3) The Governing Board of each school district shall publish or mail, before the hearing and meeting, a
copy of the proposed budget or the summary of the proposed budget and a notice of the public
hearing and board meeting no later than ten days before the meeting. The proposed budget and the
summary of the proposed budget shall contain the percentage of increase or decrease in each budget
category of the proposed budget as compared to each category of the budget for the current year.
Notification shall be either by publication in a newspaper of general circulation within the school
district in which the size of the newspaper print shall be at least eight-point type, by electronic
transmission of the information to the Department of Education for posting on the department's
website, or by mailing the information to each household in the school district. The cost of
publication, website posting, or mailing shall be a charge against the school district. The publisher's
affidavit of publication shall be filed by the Governing Board with the Superintendent of Public
Instruction within thirty days after publication. If the budget or proposed budget and notice are
posted on a website maintained by the Department of Education or mailed, the board shall file an
affidavit with the Superintendent of Public Instruction within thirty days after the mailing or the date
that the information is posted on the website. If a truth in taxation notice and hearing is required
under section A.R.S. §15-905.01, the Governing Board may combine the notice and hearing under this
section with the truth in taxation notice and hearing.

4) At the time and place fixed in the notice, the Governing Board shall hold the public hearing and
present the proposed budget to the persons attending the hearing. On request of any person, the
Governing Board shall explain the budget, and any resident or taxpayer of the school district may
protest the inclusion of any item. A Governing Board member who has a substantial interest, as
defined in section 38-502, in a specific item in the school district budget shall refrain from voting on
the specific item. A Governing Board member may participate without creating a conflict of interest in
adoption of a final budget even though the member may have substantial interest in specific items
included in the budget.

5) Immediately following the public hearing, the president shall call to order the governing board
meeting for the purpose of adopting the budget. The Governing Board shall adopt the budget, which
shall not exceed the general budget limit or the unrestricted capital budget limit, making such
deductions as it sees fit but making no additions to the proposed budget total for maintenance and
operations or capital outlay, and shall enter the budget as adopted in its minutes. Not later than July
18, the budget as finally adopted shall be filed by the Governing Board with the county school
superintendent who shall immediately transmit a copy to the board of supervisors. Not later than July
18, the budget as finally adopted shall be submitted electronically to the Superintendent of Public
Instruction. Not later than July 18, the Governing Board shall submit the budget as finally adopted to
the Department of Education, which shall prominently display this information about that school
district on the website maintained by the department. If the school district maintains a website, the
school district shall post a link to the website of the Department of Education where this information
about the school district is posted. On or before October 30, the Superintendent of Public Instruction
shall review the budget and notify the Governing Board if the budget is in excess of the general
budget limit or the unrestricted capital budget limit. The Governing Board shall revise the budget as
follows:

a) Before December 18, the Governing Board shall file the revised budget it adopts with the county
school superintendent who shall immediately transmit a copy to the board of supervisors. Not
later than December 18, the budget as revised shall be submitted electronically to the
Superintendent of Public Instruction. School districts that are subject to section A.R.S. §15-914.01
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are not required to send a copy of revised budgets to the county school superintendent.
Procedures for adjusting expenditures or revising the budget shall be as prescribed in the uniform
system of financial records.

6) The Governing Board of each school district may budget for expenditures within the school district
budget as follows:

a) Amounts within the general budget limit, as provided in section A.R.S. §15-947, subsection C, may
only be budgeted in the following sections of the budget:

i) The maintenance and operation section.

ii) The capital outlay section.

b) Amounts within the unrestricted capital budget limit, as provided in section A.R.S. §15-947,
subsection D, may only be budgeted in the unrestricted capital outlay subsection of the
budget. Monies received pursuant to the unrestricted capital budget limit shall be placed in the
unrestricted capital outlay fund. The monies in the fund are not subject to reversion.

7) The Governing Board may authorize the expenditure of budgeted amounts within the maintenance
and operation section of the budget for any subsection within the section in excess of amounts
specified in the adopted budget only by action taken at a public meeting of the governing board and if
the expenditures for all subsections of the section do not exceed the amount budgeted as provided in
this section.
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Budget Policies

Identifying clear policies and having effective processes is a critical component of the District’s budget
planning. The Kyrene School District operates in accordance with policies established by the Governing Board
and procedures developed by the Superintendent. The Board, which represents the local community, adopts
policies after careful deliberation, and the school administration implements the policies through specific
procedures and exhibits. The Board and administration evaluate the effects of the policies, procedures and
exhibits and will revise them on an ongoing basis as necessary.

These Governing Board policies guide and impact the development of the annual budget. Beginning with the
2023-24 fiscal year, Kyrene adopted a new format and naming convention for its overall district and financial
Governing Board policies. Chapter three of the policy manual deals with budgetary and financial issues as
well as business operations. The following budget policies have been adopted by the Kyrene Governing Board
and were used to guide the preparation and administration of this budget. These policies include:

● 3-101 - Budget Adoption
● 3-102 - Revenue
● 3-103 - Expenses and Payroll
● 3-104 - Property Controls
● 3-105 - Disposition of Property
● 3-106 - Federal Grants and Other Funding Sources
● 3-107 - Fiscal Accounting and Financial Reporting
● 3-108 - Audits
● 3-109 - Procurement

Budget Procedures

Procedures are the method by which the school administration implements the Governing Board policies.
Multiple procedures have been developed for the policies listed above and provide more specific details on
how to carry out and implement Board policies. Although all procedures play a role in developing the annual
budget, procedure 3-101.C deals with elements that are foundational to this work.

Budget Adoption - Annual Budget (Procedure 3-101.C): Procedure 3-101.C was developed and implemented
to create fiscal responsibility and transparency and ensure maximum financial resources are allocated to
support student achievement while also creating the most benefits for students. Specific elements from that
procedure include:

● Prepare and produce an annual balanced budget to the Governing Board.
● Create budget processes with fiscal responsibility and transparency to ensure financial resources

are allocated to support the highest level of student achievement.
● Develop a five-year plan for curriculum activities.
● Develop a ten-year Capital Master Plan for district-wide facilities.

The District uses a zero-based budgeting method in building and developing annual budgets, meaning that
expenditures for each operational area begin at zero, and any proposed expenditure must be reviewed,
justified and approved each year. Through the budget development process, resources are aligned with the
goals and objectives defined in the District’s strategic plan and are continuously evaluated using a
cost-benefit analysis. Each year the District is also directed to prepare and present a balanced budget to the
Governing Board for approval. This practice is essential because it ensures financial decisions are sustainable
and will not jeopardize the long-term fiscal health of the District. The budget is considered balanced when
total expenditures are equal to or less than total revenues. The District also considers the budget to be
balanced in instances when fund balances from previous years are spent on one-time or non-routine
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expenditures. This situation is especially prevalent in the areas of capital spending where budgeted
expenditures are often dependent on the issuance of bonds, or in the areas of grant funding when funding is
often received in a different fiscal year vs. when the actual spending takes place.

Developing long-term capital plans for curriculum and facilities are also part of procedure 3-101.C. The
long-term plans for curriculum and facilities are critical components of the budget because they ensure
funding is available to support the long-term needs in both of these areas.

Kyrene does not have a formal policy or procedure that specifically defines a minimum or maximum fund
balance threshold level. However, by requiring an annual balanced budget be presented to the Governing
Board, procedure 3-101.C establishes a condition that fund balances would not structurally decline as part of
the budget development and approval process.

Types of Funds and Definitions

School districts in Arizona follow the guidelines prescribed by the Uniform System of Financial Records (USFR)
for accounting structure and financial reporting. The USFR has been developed by the Office of the Auditor
General and the Arizona Department of Education pursuant to Arizona Revised Statutes (A.R.S.) §15-271. The
USFR prescribes the internal control policies and procedures to be used by Arizona school districts for
accounting, financial reporting, budgeting, attendance reporting, and various other compliance
requirements. These policies and procedures are in conformity with generally accepted practices as well as
federal and state laws.

For proper accounting and financial reporting, districts must account for their financial position and
operational results in accordance with generally accepted accounting principles applicable to governmental
units, which requires using a fund accounting system. Fund accounting systems provide the means to
separate financial resources into specific funds in order to determine compliance with finance-related legal,
contractual or other restrictive requirements and to aid management by separating transactions related to
certain restrictions and specific district functions or activities.

Funds

A fund is a fiscal and accounting entity with a set of accounts that are separated for the purpose of carrying
on specific activities or attaining certain objectives in accordance with special regulations, restrictions or
limitations. Funds contain a self-balancing set of accounts that record cash and other financial resources,
liabilities and equity/residual balances. Although accounts are separately maintained for each specific type of
fund activity, funds that have similar characteristics are combined into broad fund categories. There are three
fund categories: governmental, proprietary and fiduciary.

Governmental funds account for most of a district’s financial resources based on the purposes for which
these resources may or must be used. Governmental funds are classified into four fund types for the District:
general, special revenue, capital projects and debt service.

Proprietary funds account for the district’s ongoing activities that are financed and operated in a manner
similar to private business enterprises. Proprietary funds are generally self-sustaining with user charges as
the primary source of revenues. The District has one proprietary fund type: internal service funds.

Fiduciary funds account for assets a district holds in a trustee capacity or as an agent for individuals, private
organizations, and other governmental entities and which therefore may not be used to support the district’s
own programs. The District does not currently utilize any fiduciary fund types, mainly as a result of changes to
Governmental Accounting Standards Board (GASB) No. 84 that revised the definition of Student Activities funds
and changed the classification from a fiduciary fund to a special revenue fund effective in the fiscal year
2020-21. For reporting and comparative purposes, any historical financials for the Student Activities fund are
included and shown as a special revenue fund.
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Classification of Revenue and Expenditures

Revenue Classifications

School Districts in Arizona follow the guidelines prescribed by the USFR for their accounting structure and
chart of accounts. This chart of account structure establishes the requirements for a complete fund
accounting system, including the recording of assets, deferred outflows of resources, liabilities, deferred
inflows of resources, fund balance/fund net position, revenues, other financing sources, expenditures and
other financing uses.

Arizona school districts receive revenues from local, state and federal sources. In general, districts receive
local and state revenues based on an equalization formula set by Arizona law. This “equalization formula
funding” provides the base funding for districts through locally levied property taxes and state-appropriated
monies. Revenues are categorized according to the following codes:

● 1000—Revenue from local sources: Includes taxes levied by the county on the assessed value of
real and personal property located within a school district. Also includes interest income, portions
of food service operations, district activities that generate revenue, tax credit donations, gifts and
donations, and income from the rental of real or personal property.

● 2000—Revenue from intermediate sources: Includes revenue received from county sources.
● 3000—Revenue from state sources: Includes state equalization assistance as well as state funding

that designates restricted or specific purposes.
● 4000—Revenue from federal sources: Includes proceeds or grants received from the federal

government that can be used for any restricted or unrestricted purposes.
● 5000—Other financing sources: Includes income received from bond issuances, transfers-in and

lease proceeds.

Expenditure Classifications

District expenditures are tracked and reported by fund, program, function, object and unit codes according to
the criteria as defined in the USFR.

Program: Programs are activities designed to achieve a specific goal or set of objectives. The primary
program classifications are regular education, special education and transportation.

Function: Functions describe the activity for which a service is acquired, or an expenditure is made. The
function classifications are instruction, support services, non-instructional services, facilities acquisition and
construction, debt service and other financing uses.

Object: Objects are the most detailed classification level and describe the service or material obtained as the
result of a specific expenditure. The main object classifications are salaries, benefits, purchased services and
supplies.

Unit: A unit separates expenditures by a location or separate level.

46 | Page Organizational Section



ii
Function Classifications

Functions are a way to categorize expenditures and are defined by the USFR according to the following
codes:

● 1000—Instruction: Includes the activities dealing directly with the interaction between teachers and
students. It includes the salaries and benefits of certified teachers, classroom furniture, and
technology used by students in the classroom or that has a student instruction focus.

● 2100—Support Services, Students: Activities designed to assess and improve student well-being and
to supplement the teaching process.

● 2200—Support Services, Instruction: Activities associated with assisting the instructional staff with
the content and process of providing learning experiences for students.

● 2300—Support Services, General Administration: Activities associated with establishing and
administering policy for the operation of a district.

● 2400—Support Services, School Administration: Activities concerned with the overall administrative
responsibility for a school.

● 2500—Central Services: Relates to activities that support other administrative and instructional
functions, including fiscal services, human resources, planning and administrative information
technology.

● 2600—Plant Operations: Includes activities concerned with keeping the physical plant open,
comfortable, and safe for use, and keeping the grounds, buildings, and equipment in effective
working condition. This also includes the activities of maintaining safety in buildings, on the grounds
and in the vicinity of schools.

● 2700—Student Transportation: Includes activities concerned with conveying students to and from
school, as provided by state and federal law. This includes trips between home and school and trips
to school activities.

● 2900—Other Support Services: All other support services not coded elsewhere in the function 2000
range.

● 3100—Food Service Operations: Activities concerned with providing food to students and staff in a
school or district. This function includes preparing and serving regular and incidental meals, lunches,
or snacks in connection with school activities and food delivery.

● 3200—Enterprise Operations: Activities that are financed and operated in a manner similar to
private business enterprises, where the stated intent is to finance or recover the costs primarily
through user charges.

● 3300—Community Services Operations: Activities concerned with providing community services to
students, staff, or other community participants. Examples of this function would be offering
parental training or operating a community swimming pool, a recreation program for the elderly or a
childcare center for working parents.

● 3400—Bookstore Operations: Activities concerned with bookstore operations.
● 4000—Facilities Acquisition & Construction: Activities concerned with acquiring land and buildings,

remodeling buildings, constructing buildings and additions to buildings, initially installing or
extending service systems and other built-in equipment and improving sites.

● 5000—Debt Service: Activities related to servicing long-term debt and other long-term obligations
including payments of both principal and interest. This function is used to account for bond interest
payments, retirement of bonded debt including current and advance refundings, financed purchase
agreements, leases and subscription-based information technology arrangements (software
subscriptions).

● 6000—Other Financing Uses: A number of outlays are not properly classified as expenditures, but
still require budgetary or accounting control. These include certain transfers of monies from one fund
to another, indirect costs and payments to bond escrow agents.
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Classification of Objects

Objects are a way to categorize expenditures and are defined by the USFR according to the following codes:

● 6100—Salaries: Amounts earned by permanent or temporary employees of the district.
● 6200—Employee Benefits: Includes taxes, state retirement system contributions, worker’s

compensation and other health/employee benefit programs.
● 6300—Purchased Professional and Technical Services: Services that by their nature can be performed

only by persons or firms with specialized skills and knowledge.
● 6400—Purchased Property Services: Includes services for utilities (other than from

telecommunications and energy services), water, cleaning services, disposal services, repair and
maintenance services not performed directly by district employees, rental costs and construction
services.

● 6500—Other Purchased Services: Includes student transportation services provided outside of the
district, insurance, telecommunications, advertising, tuition, travel and food service management.

● 6600—Supplies: Includes energy costs, textbooks, library books, and other items that are consumed,
worn out or deteriorate through use.

● 6700—Property: Expenditures for the purchase of land and land improvements, building, equipment
and depreciation.

● 6800—Debt Service and Miscellaneous: Includes dues and fees, bond principal and interest
payments, instructional software subscriptions or amounts not coded to any other expenditure object
code.

● 6900—Other Financing Uses: Includes indirect cost transfers, fund transfers-out or for extraordinary
items (natural disasters, environmental issues, etc.).

Basis of Accounting

Basis of accounting refers to when changes in a fund’s resources are recognized in the accounting records and
reported in the financial statements. Basis of accounting also relates to the timing of the measurements made,
regardless of the measurement focus applied. The general ledger for school districts is maintained on a cash
basis for day-to-day transaction activities, but converted to a modified accrual basis for governmental funds
and accrual basis for proprietary and fiduciary funds for financial statement presentation purposes.

The modified accrual basis is a government accounting method where revenue is recognized when it
becomes measurable and available to finance expenditures of the current period. Revenue is considered
available when it is collected within the current period or during the encumbrance period thereafter.
Expenditures are typically recognized in the period in which the liability is incurred. However, principal and
interest on general long-term debt, claims and judgments and compensated absences are recognized when
due. The modified accrual basis is used for budget development as well as the financial statements presented
in this document.

The accrual basis is a governmental accounting method where districts recognize increases and decreases in
economic resources as soon as the underlying transaction or event occurs. Revenues are recognized when
they are earned, and expenses are recognized as soon as a liability is incurred, regardless of the timing of the
related cash inflows and outflows.
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Budget Development Process

The budget development process is designed to create fiscal responsibility and transparency and ensure
maximum financial resources are allocated to support student achievement while also creating the most
benefits for students. The District uses a zero-based budgeting method in building and developing annual
budgets, meaning that expenditures for each operational area begin at zero, and any proposed expenditure
must be reviewed, justified and approved each year. Through the budget development process, resources are
aligned with the goals and objectives defined in the District’s strategic plan and are continuously evaluated
using a cost-benefit analysis.

Consistent with District budget procedures, each year the District prepares and presents a balanced budget to
the Governing Board for approval. This practice is essential because it ensures financial decisions are
sustainable and will not jeopardize the long-term fiscal health of the District. The budget is considered
balanced when total expenditures are equal to or less than total revenues. The District also considers the
budget to be balanced in instances when fund balances from previous years are spent on one-time or
non-routine expenditures. This situation is especially prevalent with state and federal grants as funding can be
received in a different fiscal year vs. when the actual spending takes place. It can also be the case in the
category of capital spending as budgeted expenditures are often dependent on the issuance of bonds, so there
are often timing issues between when bond revenue is received vs. when the actual expenditure takes place.

Operating Budget

The District operates under an annual budget, with fiscal years beginning July 1 and ending June 30. Budget
development is a year-round process that involves the Legislature, community, employees and the Governing
Board. The budget development process begins in the fall, right after the school year begins.

During this time, the District reviews its long-term strategic plan and sets goals and objectives for the
upcoming fiscal year. This includes working closely with directors and school leaders to identify and prioritize
any strategic priorities that will have an impact on the annual budget. For any new programs impacting the
budget, a cost-benefit analysis is performed to ensure measurable goals are in place to evaluate the
effectiveness of these programs in the future.

In January, the Governor’s office presents a statewide
budget proposal. Although this proposal ultimately does
not become the final state budget, this is typically when
the District has the first opportunity to see any proposed
changes that could occur in state funding. Ultimately, both
the House and Senate of the Arizona Legislature must
agree and approve the elements of the state’s budget, and
this activity typically occurs in late spring or early summer.
The state budget becomes law and is finalized once signed
by the Governor. The District does not know its final
funding until the state ultimately passes and approves a
statewide budget for the coming year.

From January through May, ongoing work takes place with
directors, principals, and department leaders to develop a
detailed operating budget for the upcoming fiscal year. This
involves the areas of assigning organizational staffing,
departmental spending, capital planning and estimating
enrollment and revenue projections. Employee compensation is also determined through a collaborative
process with various employee groups. Because the state ultimately determines the District’s funding level, and
available resources are often not adequate to address all the needs of the District, all spending requests are
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reviewed and prioritized before anything becomes finalized in the budget. This process ensures that any funding
decisions are sustainable for the long-term.

Public budget presentations take place during board meetings throughout the spring as information becomes
known and decisions are finalized. In late June the proposed budget is presented to the Governing Board, and
the Board votes to adopt the budget at a public hearing held in early July. Per Arizona statute, the expenditure
budget must be adopted by July 15.

Capital Budget

The development of the capital budget occurs concurrently with the creation of the District’s operating
budget. Capital budgets typically involve areas such as facilities, technology and curriculum. Each of these
areas develops a long-range plan that identifies both short-term and long-term needs. Like the operating
budget, the capital budget is aligned with and incorporates the priorities identified in the District’s strategic
plan. Development of the capital budget involves collaboration among directors, school leaders and project
managers to ensure resources are allocated optimally to support student achievement. Once developed, the
capital budget is also presented to the Governing Board and community as part of the spring budget
presentations.

Budget Timeline and Calendar

The following chart and table shows the timeline of activities that took place in order to produce the annual
operating and capital budgets for the 2024-25 fiscal year.
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Date Budget Type Activity Authority

By
July 5

Proposed
Expenditure
Budget

An electronic copy of the proposed expenditure budget must be
prepared and furnished to the Superintendent of Public
Instruction and the county school superintendent, unless waived
by the county school superintendent. Districts that maintain a
website must provide a link on their website to the proposed
budget summary on ADE’s website.

A.R.S.
§15-905(A)

By
July 5

Proposed
Expenditure
Budget

Not later than July 5, but at least 10 days prior to the governing
board meeting to adopt the proposed expenditure budget, a copy
of the proposed expenditure budget or budget summary, and a
notice of the public hearing and governing board meeting must be
published in a newspaper of general circulation within the district,
posted on the Arizona Department of Education’s (ADE) website,
or mailed to each household in the district.

A.R.S.
§15-905(C)

By
July 15

Proposed
Expenditure
Budget

The proposed expenditure budget must be presented at a public
hearing immediately followed by a governing board meeting to
adopt the budget.

A.R.S.
§15-905(B), (D),
and (E)

By
July 18

Adopted
Expenditure
Budget

The adopted expenditure budget must be submitted to the county
school superintendent and the Superintendent of Public
Instruction and posted on ADE’s website. Districts that maintain a
website must provide a link on their website to the adopted
budget on ADE’s website.

A.R.S.
§15-905(E)

By
Dec. 5

Revised
Expenditure
Budget

If the Governing Board received notification from the
Superintendent of Public Instruction that the adopted expenditure
budget is in excess of the general budget limit or the unrestricted
capital budget limit by 1 percent or more of the general budget
limit, by December 5 or at least 10 days prior to the governing
board meeting, publication and notice of a public hearing of the
revised expenditure budget is needed.

A.R.S.
§15-905(E)

By
Dec. 15

Revised
Expenditure
Budget

If the Governing Board receives notification from the
Superintendent of Public Instruction that the adopted expenditure
budget is in excess of the general budget limit or the unrestricted
capital budget limit by 1 percent or more of the general budget
limit, it shall adopt a revised budget for the current year.

A.R.S.
§15-905(E)

By
May 15

Revised
Expenditure
Budget

Before May 15, expenditure budget revisions must be made and
the revised budget approved at a governing board meeting. These
include: revisions for certain overestimated or underestimated
tuition revenues, revisions for overestimated or underestimated
joint career and technical education and vocational education
center average daily membership, and revisions for overestimated
or underestimated allowable budget balance carryforward in the
M&O fund.

A.R.S.
§15-905(I) and
(J)

A.R.S.
§15-910.01 (C)

A.R.S.
§15-943.01 (B)
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Budget Management

The District has mechanisms in place to ensure compliance with the adopted budget and has a strong focus
on transparency and accountability with regard to budget management. An automated online control system
is in place to provide real-time financial information as prescribed by the Uniform System of Financial
Records (USFR). Budget control groups are also created and assigned to individuals who have budget
ownership. This provides another layer of control over expenditures and how they are recorded in the
District’s financial records.

Additionally, reports can be run in real time and contain expense details, account information and remaining
balances to ensure budget administrators have adequate visibility regarding their budgets. Requisitions,
purchase orders and employee positions are also recorded as encumbrances against available budget
appropriations at the time they are originated. This assists budget administrators with seeing a full year
picture of their respective budget as well as any anticipated expenditures in the coming year.

Other Local Revenue Sources

Arizona school districts are allowed to generate additional funding through voter-approved budget overrides
for three possible areas: Maintenance and Operations (M&O), District Additional Assistance (DAA/capital)
and bond. Thanks to the support of our Kyrene community, a DAA/capital override and bond were approved
by voters in November 2023 and an M&O override was approved in November 2021. These areas provide the
District with additional funding that is greatly needed to support our schools as Kyrene could not provide the
same level of student or facility support by relying purely on state funding.

For M&O overrides, A.R.S. §15-481 allows a school district in Arizona to increase its budget up to 15% of its
Revenue Control Limit (using prior year average daily membership figures) if the voters in the district approve
the measure during an election. The voter authorization is valid for a period of up to seven years. However,
the full funding amount for an M&O override is only provided through the first five years. If the override is
not reviewed and approved by voters before the end of year five, the funding amount drops by⅓ in year six,
another⅓ in year seven, then finally drops to zero in the following year. A school district is allowed to renew
its M&O override prior to the phase out period, which would reset the seven year cycle.

Kyrene’s M&O override funding is used to hire additional teacher positions that reduce class size, support
elementary and middle school instructional programs such as art, music, band, chorus, languages, and
physical education, and also provide student support services such as occupational and physical therapy
services, academic and behavioral support services, speech, vision and hearing services. This funding also
allows the District to hire additional staff to provide a variety of resources and support services to students
beyond what would be possible if relying solely on state funding.

For DAA/capital override funding, A.R.S. §15-481 allows a school district to receive up to 10% of its Revenue
Control Limit to be used for capital purposes. The voter authorization is valid for a period of up to seven
years, but there is no phase down of funding for DAA/capital overrides. The override calculation is based on
the Revenue Control Limit amount using the prior year average daily membership figures, and no state
equalization assistance is provided for override amounts. A school district is allowed to renew its DAA/capital
override at any time prior to the end of the seventh year, which would reset the seven year cycle. Kyrene’s
DAA/capital override funding is used to provide instructional materials and technology for students, software
and licensing, technology equipment, network equipment and vehicles needed to support students.

Bond funding is used to maintain the school buildings and grounds, repair school buildings, purchase
transportation vehicles or address other administrative capital needs. Because the average age of Kyrene
schools is over 35 years old, without the support of our Kyrene community through these initiatives, there is
not enough state funding to provide this level of capital support for our students and school facilities.
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Outside of the state educational funding formula, districts also receive funding through additional statutory
funding mechanisms, such as funds generated from local sources, the Classroom Site fund, Instructional
Improvement funds or from grant funding.

Kyrene also generates local revenues from the operation of robust and award-winning Community
Educational programming throughout the District. This revenue is generated by serving more than 3,000
children through a variety of academic classes, programs, and recreation activities offered throughout the
school year as well as during school breaks. Programs are designed to develop the whole child and support
student achievement. The District also generates smaller sources of local funding from other sources such as
use of facility rentals, or leases from areas such as small cell tower locations.

Arizona also provides funding to school districts through the Classroom Site fund and Instructional
Improvement fund. The Classroom Site fund was created as a result of Proposition 301 and is defined in
A.R.S. §15-977. Funding for the Classroom Site fund is based on a 0.6% sales tax with the proceeds to be used
for public education in the form of class size reduction, teacher compensation, teacher performance pay,
intervention programs, teacher development, dropout prevention programs, teacher insurance premiums
and student support services.

The Instructional Improvement fund receives money from state gaming revenue and is defined by A.R.S.
§15-977. Up to 50% of the monies received in the Instructional Improvement fund may be used for teacher
compensation and class size reduction, and the remaining money must be used for dropout prevention and
instructional improvement programs, including programs to develop minimum reading skills for students by
the end of third grade.

State and federal grants are another source of revenue for school Districts. These state and federal grants
relate to additional funding provided to supplement educational programs provided by the District. These
areas include Title, IDEA, or other specific areas as designated by the state of Arizona or federal government.
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FINANCIAL SECTION
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Financial Overview

The financial section contains detailed information about Kyrene's revenues and expenditures for the
2024-25 budget. Revenue amounts are presented by the various sources (local, intermediate, state, federal
and other sources), and expenditures are presented by object as well as by function. All financial schedules
contain the 2024-25 adopted budget information, the current year budget, three years of prior year data for
comparative purposes and three years of forecasted data.

Budget information in the financial schedules is reported and presented at three different levels. The highest
(or summarized) level is shown for all governmental funds. The remaining schedules provide budget
information for the next level, which would be represented by each fund type: general, special revenue,
capital projects and debt service. Within each fund type, budgets for each individual fund are also presented
and would represent the lowest level of information available. Below is a summary for how funds are
consolidated in the financial statements.
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Fund Categories

The District uses fund accounting to ensure compliance with finance-related legal requirements. All of the
funds utilized across the District can be divided and summarized into three categories: governmental funds,
proprietary funds and fiduciary funds.

Governmental Funds

Governmental funds account for most of a district’s financial resources based on the purposes for which
these resources may or must be used. Governmental funds are classified into four fund types: general,
special revenue, capital projects and debt service.

● General Fund: The General Fund accounts for and reports all financial resources of a district
except those required to be accounted for and reported in another fund. This is the largest fund
type and contains a school district’s maintenance and operations fund.

● Special Revenue Funds: Special revenue funds account for and report the proceeds of specific
revenue sources that are restricted or committed to expenditures for specific purposes other than
debt service or capital projects.

● Capital Projects Funds: Capital projects funds account for and report financial resources that are
restricted, committed or assigned to expenditures for capital outlays.

● Debt Service Funds: Debt service funds account for and report financial resources that are
restricted, committed or assigned to expenditures for principal and interest. These funds would
only be applicable when school districts have issued bonds.

Proprietary Funds

Proprietary funds account for a district’s ongoing activities that are financed and operated in a manner
similar to private business enterprises. Proprietary funds are generally self-sustaining with user charges as
the primary source of revenues. The District has one proprietary fund type: internal service funds.

● Internal service funds: Internal service funds account for activities that provide goods or services
to other funds, departments, component units or to other governmental entities on a
cost-reimbursement basis.

Proprietary funds will not be shown or displayed in the financial schedules because the principal operating
revenues of the internal service funds are charges for health benefits and other charges to district
departments for goods and services. This means that the revenue and expenditures related to internal
service funds have already been accounted for in other sections of governmental funds. Therefore, only
governmental funds are accounted for and shown in the schedules displayed in the financial section of this
report. This practice mirrors the methodology used in developing the financial statements for the District’s
Annual Comprehensive Financial Report (ACFR) and prevents the duplication of revenues and expenditures in
the financial statements.

Fiduciary Funds

Fiduciary funds account for assets a district holds in a trustee capacity or as an agent for individuals, private
organizations and other governmental entities and which therefore may not be used to support the district’s
own programs. The District does not currently utilize any fiduciary fund types, mainly as a result of changes
to Governmental Accounting Standards Board (GASB) No. 84 that revised the definition of Student Activities
funds and changed the classification from a fiduciary fund to a special revenue fund effective in the fiscal
year 2020-21. Prior to GASB No. 84, the District reported Student Activities funds as part of the fiduciary
funds category. For reporting and comparative purposes, any historical financials for the Student Activities
fund are included and shown as a special revenue fund.
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Major Revenue Sources

Arizona school district revenues may be derived from local, county, state and federal sources, and may be
received directly by the district, by the county school superintendent, or county treasurer on the district’s
behalf. School districts receive local and state revenues based on an equalization formula set by state law.
This “equalization formula funding” in Arizona provides the state funding for Revenue Control Limits (RCL)
and capital funding (known as District Additional Assistance or DAA) for districts through locally levied
property taxes and state-appropriated monies.

The RCL is primarily based on a calculation that incorporates student enrollment counts and weights, base
level per student funding amounts determined annually by the state, and transportation funding as dictated
by the state. The RCL provides the majority of funding for school districts to support ongoing maintenance
and operations expenditures.

Primary tax levies are established by the state of Arizona to provide funding for RCL and DAA capital funding.
These levies are determined by applying tax rates against the net limited assessed valuation across all
commercial and residential properties within the school district. This tax calculation is based on a limited
value determination as specified in the Arizona constitution, which limits the value of the property used for
tax purposes each year to five percent growth, up to the full cash value of the property. Property taxes are
collected and distributed in November and April of each year. Regardless of the collection of taxes or the
timeliness of being received in a district, the district can spend up to the budget capacity authorized by the
funding formula.

Equalization assistance is the amount of money that the state provides to school districts over and above the
amounts raised with a state-wide primary tax rate, known as the uniform Qualifying Tax Rate (QTR). If the tax
collected from the QTR is sufficient to fund the RCL and DAA amounts, no equalization assistance from the
state is required. However, if the tax rate necessary to fund the state-established funding levels is not
sufficient, this difference is provided by the state through equalization assistance. For Kyrene, the amount of
property tax collected under the QTR is not sufficient to cover the state-established funding levels for RCL
and DAA amounts, so state equalization is needed to provide the proper levels of state funding.

Prior to the 2022-23 school year, each county board of supervisors was required to annually levy a state
equalization assistance property tax rate, which was subtracted from the state equalization provided to a
school district. As part of S.B. 1733, which was enacted in June 2022, the requirement to levy a state
equalization assistance property tax rate was repealed to remove the county tax, and this revenue source is
now funded from the state general fund. Due to this change, any revenue previously recorded as an
“Intermediate” source has been shifted to a “State” revenue source and this change is reflected in the
financial schedules for all years and revenue projections beginning with the 2022-23 fiscal year.
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Major Expenditure Categories

Arizona school district expenditures are tracked and reported by fund, program, function, object and unit
codes according to the criteria as defined in the Uniform System of Financial Records (USFR). This common
system of accounting allows consistent financial reporting and aggregation of revenues and expenditures.
Governmental fund expenditures include salaries and benefits, supplies, purchased professional and
technical services, purchased property services, other purchased services, other miscellaneous charges,
and principal and interest payments on long-term debt. Expenditures may also include acquisition or
construction costs for land, buildings, vehicles, furniture and equipment, land and building improvements,
and capital lease payments, but those expenditures are primarily contained in capital projects funds.

The General Fund and special revenue funds comprise the majority of the District’s day-to-day operating
funds and 81% of total expenditures within those two fund categories are related to salaries and employee
benefits.
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Revenue and Expenditure Assumptions

In Arizona, revenue for public education is controlled through state funding formulas, whether sourced from
property taxes or from the state budget in the form of “equalization assistance.” The state frequently does not
allocate funding across fiscal years, which makes it difficult to project revenues or expenditures for future years.
Therefore, the District has attempted to make conservative future estimates based on reasonable assumptions,
but the annual legislative sessions will ultimately determine the future funding amounts allocated for all public
schools.

Projected Revenue Assumptions:

● As defined by A.R.S. §15-901, the state of Arizona is required to increase the per pupil funding amount on
an annual basis. Per state law, school districts receive an annual inflation increase based on the lesser of
2% or the annual change in the Gross Domestic Price deflator index, whichever is less. For future year
projections, a 1.5% annual increase in state funding has been assumed for the M&O fund.

● The projections for future student enrollment have been used to calculate the projected state level of
funding for M&O and capital (District Additional Assistance) in future years.

● Revenues for the School Plant fund are based on land lease contractual amounts.
● Projected revenue amounts for the District Additional Assistance/Capital Override fund are based on

$8,500,000 per year, which reflects the amount approved by voters in November 2023.
● Bond revenues are estimated at $42.75M in 2024-25 and $42.75M in 2026-27.
● All other revenue amounts from recurring sources are assumed to be consistent with the 2024-25

adopted budget.

Projected Expenditure Assumptions:

● A reduction in operational expenditures is assumed in the years where student enrollment is declining.
The expenditure reduction is assumed to be equivalent to the enrollment funding loss, and reflects a
commitment by the District to make structural budget reductions in order to maintain a balanced
budget. Expenditure reductions for projected years have been assumed proportionally across the
following functions:

○ 1000—Instruction
○ 2100—Support Services, Students
○ 2200—Support Services, Instruction
○ 2300—Support Services, General Administration
○ 2400—Support Services, School Administration
○ 2500—Central Services
○ 2600—Plant Operations
○ 2700—Student Transportation

● Beginning in 2025-26, a 1% increase to salaries & benefits has been assumed for annual employee
compensation increases. This amount is assumed to be sufficient to address any future increases to
minimum wage increases per state law.

● The District has received several one-time federal grants in relation to the COVID-19 pandemic and does
not expect those funds to continue into future years. However, all other grants are assumed to continue
at the same rate as the 2024-25 adopted budget.

● Approximately $8.7M of additional one-time expenditures have been budgeted during the 2024-25
fiscal year, which includes amounts to support the implementation of Kyrene’s new strategic plan.
Although those costs could wind up spanning multiple years, they have been entirely budgeted in the
2024-25 year.

● All other expenditures are assumed to remain consistent with the 2024-25 adopted budget and should
not exceed future projected revenue assumptions.
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Fund Balances:

School districts in Arizona are allowed to carry forward any unused cash or budget balances from year to
year. A fund balance is the difference between total fund assets and deferred outflows of resources and total
fund liabilities and deferred inflows of resources of governmental funds. For certain funds, the ending cash
balance is the best way to illustrate the amount of funding that will be carried forward into the next year.
However, for some funds, the budget balance is a more accurate indicator of the carry forward amount
because it reflects the budgeted capacity that school districts are allowed to spend, regardless of when the
actual cash proceeds are received.

The financial schedules in this report calculate the ending fund balance based on the following methodology:
beginning fund balance plus current year revenue less current year expenditures. This approach is
appropriate when calculating ending cash fund balances. However, an “adjusted” ending fund balance is
provided in situations where the budget balance more accurately reflects the ending fund balance, or when
certain fund groupings blend cash and budgeted funds. In these cases the adjusted ending fund balance will
be used as the beginning fund balance for the next fiscal year. The change in fund balances is calculated as
the difference between current year revenues and expenditures.

Changes in fund balances are mainly influenced by the following factors:

1. Difference between total revenue vs. expenditures: In situations where revenues exceed
expenditures, this results in a surplus for the year. Likewise, if expenditures exceed revenues this will
result in a deficit.

2. Timing issues: This situation occurs when the period in which revenues are received is different from
the period when expenditures actually take place. This is fairly common with state and federal grants,
debt service or when bond sales occur.

3. Managing cash balances: Because of the multitude of funds and individual state laws that prescribe
specific uses for individual funds in the state of Arizona, it is very common for school districts to
manage expenditures and cash activities between multiple funds on an ongoing basis. Because cash
funds can not have negative balances, ongoing management and monitoring of funds and fund
balances must occur throughout the year. Often, there are multiple funds that can meet the eligibility
requirements to pay for expenditures according to the USFR and state laws, so this cash management
activity can cause balances to fluctuate between multiple funds or fund types throughout the year or
over multiple years.
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2024-25 Budget Summary

Revenue

The 2024-25 budget assumes $236.3M in total governmental fund revenue, which is $11.8M higher (a 5.2%
increase) from the prior year. Most of the revenue increase is driven by higher capital project funds as
$42.8M of bonds are expected to be sold in 2024-25 vs. only $19.5M the prior year. Other significant
decreases in 2024-25 revenue come from $6.3M in lower special revenue funds due to the discontinuation of
one-time federal grants and $5.5M in lower general fund revenue, which is a combination of the funding
impact from expected enrollment decline plus one-time state funding received in 2023-24 that is not
recurring.

Kyrene’s 2024-25 revenue budget assumes a reduction of $3.4M in ongoing M&O operational revenue from
expected enrollment decline. Kyrene works with an outside firm that specializes in providing demographic
information for our district. After consultation with our demographer, the 2024-25 budget assumes a
reduction of 636 students. Kyrene’s opportunity for student enrollment growth is limited due to several
reasons. The District boundaries are landlocked with minimal room for growth or new housing, which
restricts the opportunity to increase the overall population residing within Kyrene’s boundaries. In addition,
the community is aging in place with limited turnover in neighborhoods, creating reduced opportunity for
families with school-age children to move into the District. The impact of past economic recessions has also
resulted in a declining birth rate across Maricopa county, resulting in fewer new incoming kindergarten
students.

Expenditures

The 2024-25 budget assumes $250.3M in total government fund expenditures, which is $28.5M higher (a
12.8% increase) from the prior year. That increase is driven mainly by $25.9M in additional capital
expenditures related to several high dollar construction projects, technology/upgrade projects taking place at
schools, and replacing a number of school buses. 2024-25 expenditures also include $8.7M of one-time
operational expenditures within The General Fund as the District looks to spend down its reserve balance,
mostly to support of Kyrene’s strategic plan. Although the entire $8.7M has been budgeted in the 2024-25
year, any remaining or unspent money will continue to be budgeted throughout the strategic plan time
period as necessary. The General Fund also includes $3.5M of expenditure reductions that were made in
order to align budgetary spending with changes in enrollment.

Fiscal Responsibility

When state funding decreases as a result of enrollment changes, the District undertakes significant efforts to
reduce operational expenditures in order to right size spending against any expected revenue declines. The
goal is to reduce ongoing operational expenditures by an amount equal to the funding decreases in order to
produce a sustainable and balanced budget. In order to accomplish this, Kyrene has developed a timeless
spending model. The concept of a timeless model involves looking at how expenditures should ideally be
spent in future years across all operational functions to ensure that maximum resources continue to be
allocated to the classroom. By using this model, Kyrene can look at the expected budgetary impact from
enrollment and determine how proportionate expenditure reductions need to take place across all district
operational areas. This model also provides safeguards so that one particular group or area is not
disproportionately overburdened with potential budget reductions.
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Expenditure reductions take place across operational and functional areas as defined by the Uniform System
of Financial Records (USFR) and the Arizona Auditor General’s office. For Kyrene, the operational areas
included in its timeless spending model include classroom instruction, student support areas, instructional
support, administration, plant operations and transportation. It is important to note that capital items and
capital expenditures are not included in Kyrene’s timeless spending model, so any expenditure reductions
must take place within the ongoing operational categories of personnel costs, contracted services, medical
costs, supplies, services, repairs/maintenance or utilities/fuel.

The 2024-25 budget includes a permanent reduction of $3.5M in operational expenditures. District office
reductions account for $0.4M across a variety of areas. Although most of those expenditure reductions will
take place in the area of personnel costs, this will happen without the need to implement a reduction in
force and these position reductions will be achieved through employee retirements or closing unfilled
positions. The District also expects to see increases in contracted services and supplies/services as a result of
price increases and inflationary impacts.
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In addition to the reduction in district office budgets, ongoing medical expenses are expected to be $0.6M
lower than the previous year. This is due to medical and pharmaceutical plan design and carrier changes that
were first implemented during the 2022-23 fiscal year and continue to see positive and sustainable financial
results.

Overall budgets related to schools in 2024-25 decreased by $2.5M as a result of enrollment changes, and most
of those reductions will take place in personnel costs. However, school staffing allocations and budgeted
resources naturally adjust up or down based on changes in enrollment. This automatic and variable adjustment
to school budgets is important because it means that classroom resources will always be in line with
supporting student needs while still keeping dollars spent in the classroom at the highest level. The reduction
in personnel costs will occur without any need to implement a reduction in force and will be achieved through
employee retirements or closing unfilled positions.

History of Balancing the Budget

Although any lost funding from enrollment declines can make it very difficult to create a sustainable and
balanced budget, Kyrene has done so for many years. Over the last eight years, the operational funding loss
related to enrollment declines has been almost $21M. Without expenditure reductions, it would have been
impossible to produce a balanced and sustainable budget over this time period. Utilizing Kyrene’s timeless
spending model, operational expenditures were reduced by $21.6M over this same eight-year period,
demonstrating Kyrene’s commitment to creating financially sustainable budgets and fiscal responsibility to our
community.
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Expenditures were reduced in a variety of ways over this eight-year time period, with the largest amount
of reductions ($17.4M) made in personnel costs, which equates to 294 full-time positions, and represents
almost 81% of the total reduction amount. Since almost 85% of Kyrene’s overall operational budget
relates to personnel costs, most of those reductions have taken place in this area. Any decreases to
personnel costs were mainly achieved through employee retirements or closing unfilled positions. Each
year Kyrene looks for opportunities to reduce expenses such as attrition, reorganizing departmental work,
retirements, or eliminating vacant positions rather than pursuing other options such as implementing a
reduction in force, raising class sizes or elimination of programs.
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Governmental Funds
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Governmental Funds

Governmental funds account for most of a district’s financial resources and consist of four fund types:
general, special revenue, capital projects and debt service. The General Fund is the largest revenue source
within the governmental funds category and comprises 49% of the total $236.3M revenue budget for
2024-25.

Historically, the General Fund has always been the largest source of revenue, and a breakdown of revenue by
the various fund types is displayed below. The large fluctuations in Capital Projects Funds is explained by the
timing of when bonds are sold.
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Of the $245.2M expenditure budget for 2024-25, salary and benefit costs make up the largest component, at
$133.6M or 55% of the total. Purchased property services, which are primarily capital items, comprise
$37.5M of total expenditures. The primary capital funding source for these expenditures comes from the
District’s bond and district additional assistance/capital override, underscoring the importance of the support
from our community to provide the additional capital funding needed to support Kyrene’s school sites and
provide the technology resources for students. Likewise, the majority of the $17.6M expenditures within the
property category are capital items that are also funded from bond proceeds. A full breakdown of budgeted
governmental fund expenditures for 2024-25 is listed below:
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Explanation/Comments:
For the 2024-25 budget, the District is expecting $236.3M in total governmental fund revenue, which is $11.8M higher (a 5.2%
increase) from the prior year. Most of the revenue increase is driven by increased capital project funds as $42.8M of bonds are
expected to be sold during the 2024-25 fiscal year. Bond sales of $42.8 are also projected to take place during the 2026-27 fiscal year.

The District is expecting $250.3M in total governmental fund expenditures for 2024-25, which is an increase of 12.8% from the prior
year. That increase is driven mainly by $25.9M in additional capital expenditures as outlined in the District’s capital spending plans.
2024-25 also includes $8.7M of expenditures that would be considered one-time in nature and would recur in future years.

The timing of the bond sales is the main driver for the swings in fund balances throughout the 8-year time period between 2020-21
and 2027-28.

An “adjusted” ending fund balance* is provided in situations where the budget balance more accurately reflects the ending fund
balance, or when certain fund groupings blend cash and budgeted funds. In these cases the adjusted ending fund balance is used as
the beginning fund balance for the next fiscal year.
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General Fund
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General Fund

The General Fund accounts for and reports all financial resources of a district except those required to be
accounted for and reported in another fund. Although several individual funds comprise the total activity for
the General Fund, the M&O fund is by far the largest as it comprises 98% of total General Fund revenues for
2024-25.

The M&O fund is also where most of the day-to-day expenditures take place for regular education, special
education and transportation. Typically, budgeted expenditures include salaries, employee benefits, supplies,
utilities, general maintenance and repairs and other expenditures that are not of a capital nature. Salaries
and benefits make up the vast majority of expenditures within the General Fund category, at 84% of the
total.
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The M&O revenue budget is based on a number of formulas as defined by Arizona state law but begins with an
estimate of student enrollment which is used to estimate the Average Daily Membership (ADM) for the
upcoming budget year. ADM is a key component in the Arizona funding formula for school districts and is a
method of counting the number of enrolled students based upon the first 100 school days.

Additional weights are applied to the ADM estimates as defined by A.R.S. §15-943 and are designed to take into
consideration the additional cost of educating certain classifications of students. These weighted student counts
are then multiplied by a base funding level as determined by the state. Additional funding can also be obtained
for school districts that have higher average years of teacher experience vs. the overall state average according
to A.R.S. §15-941. However, school districts are not penalized if the average years of experience is lower than
the state average. The state of Arizona also provides funding to reimburse school districts for the cost of
non-federal audit services. Transportation funding as defined by A.R.S. §15-945 and A.R.S. §15-946 is added to
these amounts to determine the Revenue Control Limit (RCL) for the District.

Any funding allocated to M&O from District Additional Assistance (DAA) is also included, plus any funding
provided from voter-approved M&O overrides and Prop 123 Funding. Prop 123 funding is related to the
lawsuit settlement over inflationary funding that was passed by voters in May 2016 to increase school
funding for a ten-year period. All of these amounts determine the total M&O revenue for the upcoming
budget year.

In addition to M&O, the following funds are included in the General Fund for Kyrene.

Fund Name Description

Advertising Related to the sale of advertising

Indirect Costs Transfers from federal project funds or food service

Insurance Proceeds Money received from insurance claims

Maintenance & Operations Supports day-to-day school operations

Medicaid Money received from Medicaid reimbursement

School Plant Sale/lease of property

Unemployment Insurance Unemployment insurance contributions
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Explanation/Comments:

Expenditures were lower in the 2022-23 year due to a high number of unfilled positions and lower medical expenditures, which is
why the ending fund balance increased over that time period. It is also expected that the 2023-24 year will also experience lower
employee expenses from unfilled positions, corresponding to an increase in fund balances during that year as well. The District has
decided to spend down $8.7M of reserve balances in future years towards expenditures that would be considered one-time in
nature, mostly in support of its strategic plan. Although the entire $8.7M has been budgeted in just the 2024-25 year, any remaining
or unspent money will continue to be budgeted throughout the strategic plan time period as necessary.

The increase in 2023-24 revenue is mainly a result from $3.6M in one-time state funding for public schools that will also be spent
during the 2023-24 fiscal year. The $5.5M drop in revenue in 2024-25 is mainly a result of the one-time revenue not recurring in
addition to the funding impact from expected lower student enrollment. Revenues for projected years include a 1.5% annual increase
in state funding for inflation increases, and also include the estimated funding impact from anticipated student enrollment changes.

The General Fund shows a declining fund balance in the projected years. However, this does not mean the fund has a structural
deficit during those years, but rather is a reflection of how revenue and expenditure projections were accounted for between
different fund categories. The entire impact of revenue declines from enrollment changes were included in the M&O fund, but the
equivalent dollar reduction in operational expenditures exists in funds other than M&O (such as special revenue funds). When
aggregating all fund categories and fund types, the District has a balanced structural budget during these projection years, which
reflects the commitment by the District to make operational budget reductions in order to maintain an overall balanced budget.

An “adjusted” ending fund balance* is provided in situations where the budget balance more accurately reflects the ending fund
balance, or when certain fund groupings blend cash and budgeted funds. In these cases the adjusted ending fund balance is used as
the beginning fund balance for the next fiscal year.
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Explanation/Comments:
The District expects very little activity in this fund and budgeted/projected expenditures are aligned with revenue.
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Explanation/Comments:
Expenditures decreased in 2020-21 in anticipation of lower funding as a result of the COVID-19 pandemic. However, revenue for that
time period did not see a dramatic decrease, and this accounts for the increased fund balance. The District projects future
expenditures to be closer to pre-pandemic levels. Higher revenue amounts from 2021-22 through 2023-24 reflect the impact from
one-time federal grants over that time period.
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Explanation/Comments:
The District expects very little activity in this fund and budgeted/projected expenditures are aligned with revenue.
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Explanation/Comments:
Expenditures were lower in the 2022-23 year due to a high number of unfilled positions and lower medical expenditures, which is
why the ending fund balance increased over that time period. It is also expected that the 2023-24 year will also experience lower
employee expenses from unfilled positions, corresponding to an increase in fund balances during that year as well. The District has
decided to spend down $8.7M of reserve balances in future years towards expenditures that would be considered one-time in
nature, mostly in support of its strategic plan. Although the entire $8.7M has been budgeted in just the 2024-25 year, any remaining
money will continue to be budgeted throughout the strategic plan time period as necessary.

The increase in 2023-24 revenue is mainly a result from $3.6M in one-time state funding for public schools that will also be spent
during the 2023-24 fiscal year. Revenues for projected years include a 1.5% annual increase in state funding for inflation increases,
and also include the estimated funding impact from anticipated student enrollment changes. Prior to S.B. 1733, school districts that
received a portion of their maintenance and operations funding from the state equalization assistance property tax rate would record
that revenue as an “Intermediate” revenue source. Beginning with the 2022-23 school year, as part of S.B. 1733 there will no longer
be any “2000-Revenue from Intermediate Sources” recorded by school districts.

The M&O fund shows a declining fund balance in the projected years. However, this does not mean the fund has a structural deficit
during those years, but rather is a reflection of how revenue and expenditure projections were accounted for between different fund
categories. The entire impact of revenue declines from enrollment changes were included in the M&O fund, but the equivalent dollar
reduction in operational expenditures exists in funds other than M&O (such as special revenue funds). When aggregating all fund
categories and fund types, the District has a balanced structural budget during these projection years, which reflects the
commitment by the District to make operational budget reductions in order to maintain an overall balanced budget.

An “adjusted” ending fund balance* is provided in situations where the budget balance more accurately reflects the ending fund
balance, or when certain fund groupings blend cash and budgeted funds. In these cases the adjusted ending fund balance is used as
the beginning fund balance for the next fiscal year.
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Explanation/Comments:

Expenditures decreased in 2020-21 in anticipation of lower funding as a result of the COVID-19 pandemic. However, revenue for that
time period did not see a dramatic decrease, and this accounts for the increased fund balance. Going forward, a slow depletion of the
fund balance is projected from 2022-23 through 2027-28.
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Explanation/Comments:

The District entered into a lease agreement in October 2020 to develop a 28-acre parcel of land owned by Kyrene that is located in
Phoenix. The increased revenue that is shown from 2023-24 through 2027-28 reflects the contractual lease increases over that time
period. No planned expenditures are anticipated for the 2024-25 year from this fund.
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Explanation/Comments:
Revenue and expenditures were elevated in 2020-21 due to high rates of unemployment claims filed during the COVID-19 pandemic.
The District projects future expenditures to be closer to pre-pandemic levels.
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Special Revenue Funds
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Special Revenue Funds

Special revenue funds account for and report the proceeds of specific revenue sources that are restricted or
committed to expenditures for specific purposes other than debt service or capital projects. This is the
broadest fund type within the governmental funds category, as each of these individual funds is designated
to handle very different types of activities.

For the 2024-25 budget, 88% of revenue originates from four individual funds: Classroom Site Fund,
Community School, Food service and Federal Projects.
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The following individual funds listed below comprise the special revenue fund for Kyrene. Governmental
Accounting Standards Board No. 84 revised the definition of Student Activities funds and changed the
classification from a fiduciary fund to a special revenue fund effective in fiscal year 2020-21. For reporting
and comparative purposes, any historical financials for the Student Activities fund are included as a special
revenue fund type.

Fund Name Description

Auxiliary Operations Bookstore operations, athletics, or extracurricular activities

Civic Center Rental and use of school facilities

Classroom Site Portion of state sales tax and State Trust Land revenues as part of Prop 301

Community School Tuition based preschool, before and after school programs

County, City and Town Grants Monies received from county, city and town grants

Extracurricular Activities Fees Tax Credit Related to activities from public school tax credits

Federal Projects Federally funded projects (includes Title, IDEA Part B, E-Rate, ESSER, etc.)

Fingerprint Activities associated with fingerprinting employees

Food Service Revenues generated from school cafeteria operations

Gifts & Donations Non-capital donations to the District

Grants & Gifts to Teachers Grants and gifts under $1,500 designated for instructional purposes

Instructional Improvement Monies received from gaming revenue

State Projects State funded projects (includes Results Based Funding, Gifted, State Grants, etc.)

Structured English Immersion State grant for English Language Learner (ELL) instruction and programs

Student Activities Student organizations, clubs, activities

Textbooks Replacement or repair of lost/damaged textbooks or library books

Federal Projects is one of the largest fund types within the special revenue funds and includes all Title
funding, IDEA Part B, Elementary and Secondary School Emergency Relief (ESSER) funding, and other federal
reimbursement programs such as E-Rate. Title funds are supplemental funds that support the District’s basic
educational model and can be used for instructional staffing to support programs, materials, supplies or
training. These funds are geared toward supporting low-income students, students who have limited English
proficiency and Native American students. IDEA Part B funding provides services to children with disabilities
under the Individuals with Disabilities Education Act (IDEA). However, the amount of funding provided by
IDEA Part B and the state funding for special education does not come close to funding the overall special
education needs of the District. Each year Kyrene has to dedicate M&O dollars or identify other funding
sources to bridge this funding gap with special education.

There are no budgeted projections or financial activities planned for County, City, and Town grants and
Fingerprint funds due to their limited scope and immaterial balances. Therefore, no financial schedules will
be presented for these groupings of funds.
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Explanation/Comments:
The increase in revenue in 2021-22 is mostly related to these funds: Food Service (resulting from free student meals as prescribed by
the US Department of Agriculture Food and Nutrition Service), Classroom Site fund (related to sales tax revenue collected) and
Community School (increase from 2020-21 levels that were depressed from the COVID-19 pandemic). In 2024-25 revenue is
projected to decrease by $6.3M, which is mostly a result of a decline in Federal Projects revenue as one-time federal grant funding
that was issued to local areas to address recovery efforts in response to the COVID-19 pandemic is set to expire.

An “adjusted” ending fund balance* is provided in situations where the budget balance more accurately reflects the ending fund
balance, or when certain fund groupings blend cash and budgeted funds. In these cases the adjusted ending fund balance is used as
the beginning fund balance for the next fiscal year.
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Explanation/Comments:
The decrease in 2020-21 revenue and expenditures was a result of the COVID-19 pandemic. Projected expenditures are forecasted to
be in line with revenue projections.
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Explanation/Comments:

The decrease in 2020-21 revenue and expenditures was a result of lower facility rentals due to the COVID-19 pandemic. Budgeted and
projected revenues are forecasted to be in line with revenue projections.
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Explanation/Comments:
The Classroom Site Fund was created as a result of Prop 301 and is defined in A.R.S. §15-977. Funding for the Classroom Site Fund is
based on a 0.6% sales tax with the proceeds to be used for public education in the form of class size reduction, teacher
compensation, teacher performance pay, intervention programs, teacher development, dropout prevention programs, teacher
insurance premiums and student support services. School districts receive a per pupil amount based on prior year 100th day
enrollment figures. Funding for this initiative was originally set to expire in 2021, but legislation was passed to extend Prop 301
funding for an additional 20 years (through June 30, 2041). The 54% increase in total revenue between the 2024-25 Adopted Budget
and 2020-21 is reflective of the economic growth in the state of Arizona.

An “adjusted” ending fund balance* is provided in situations where the budget balance more accurately reflects the ending fund
balance, or when certain fund groupings blend cash and budgeted funds. In these cases the adjusted ending fund balance is used as
the beginning fund balance for the next fiscal year.
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Explanation/Comments:
The Community School fund includes the revenues generated from the Kyrene Community Education program. The decrease in
2020-21 revenue and expenditures was a result of lower participation in before and after school programs due to the COVID-19
pandemic. Budgeted and projected revenues are forecasted to be closer to pre-pandemic levels.
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Explanation/Comments:
The decrease in 2020-21 revenue and expenditures was a result of the COVID-19 pandemic. Projected expenditures are forecasted to be in
line with revenue projections.
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Explanation/Comments:
Federal Projects include all Title funding, IDEA Part B, federal grants issued in response to the COVID-19 pandemic, and other federal
reimbursement programs such as E-Rate. Kyrene was eligible for $14.3M in federal ESSER grants, but also received $5.2M in other federal grant
money that was allocated for additional COVID-19 recovery efforts. This additional federal COVID-19 funding appears in the revenue numbers
shown for 2020-21 through 2023-24 but will not continue beyond those time periods, and is the main reason for the $7.6M revenue decline in
2024-25. Corresponding expenditures are also included during those same time periods. It is common to see negative ending fund balances or
large swings in fund balances for federal grant funds due to the nature of the timing between when expenditures are incurred vs. when revenues
are received.
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Explanation/Comments:

Food Service is used to record the financial activity of school cafeteria operations which involve the preparation and serving of
meals in connection with school functions. This fund includes all activities associated with the District’s third-party food service
provider as well as any other internal costs associated with the District. Food Service revenue grew 156% in 2021-22 and was
driven by the condition where all student meals were provided at no charge based on the guidance from the US Department of
Agriculture Food and Nutrition Service. This situation ended on June 30, 2022, and the District projects future revenue and
expenditures to be closer to pre-pandemic levels.
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Explanation/Comments:

Projected expenditures are forecasted to be in line with revenue projections.
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Explanation/Comments:

Projected expenditures are forecasted to be in line with revenue projections.
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Explanation/Comments:

As defined by A.R.S. §15-977, up to 50% of the monies received in the Instructional Improvement fund may be used for teacher
compensation and class size reduction, and the remaining money must be used for dropout prevention and instructional
improvement programs, including programs to develop minimum reading skills for students by the end of third grade. In 2020-21,
expenditures were artificially low as there was uncertainty from the impact of the COVID-19 pandemic on the gaming industry in the
state of Arizona. As it became clear that revenues would not be severely negatively impacted, expenditures were funded from the
Instructional Improvement fund at incrementally higher levels beginning in 2021-22, and are expected to continue near
pre-pandemic levels going forward.
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Explanation/Comments:

It is common to see large swings in fund balances for state projects and related grants due to the nature of the timing between
when expenditures are incurred vs. when revenues are received. No additional revenue from Arizona’s Results Based Funding
Grant is included after the 2022-23 fiscal year as that money is now included in the state’s base level funding formula beginning
with the 2023-24 fiscal year. Projected expenditures are forecasted to be in line with revenue projections.
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Explanation/Comments:

Expenditures are expected to be in line with revenue projections and are aligned with the amount received from this grant on an
annual basis.
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Explanation/Comments:

Governmental Accounting Standards Board No. 84 revised the definition of Student Activities funds and changed the classification
from a fiduciary fund to a special revenue fund effective in fiscal year 2020-21. For reporting and comparative purposes, any
historical financials for the Student Activities fund are included as a special revenue fund type. The decrease in 2020-21 revenue
and expenditures was a result of the COVID-19 pandemic, but the District projects future revenue and expenditures to be closer
to pre-pandemic levels.
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Explanation/Comments:

The District expects very little activity in this fund and budgeted/projected expenditures are aligned with revenue.
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Capital Projects Funds
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Capital Projects Funds

Capital projects funds account for and report financial resources that are restricted, committed, or assigned
to expenditures for capital outlays, including the acquisition or construction of capital facilities and other
capital assets. Most of the District expenditures for capital projects funds originate from bond proceeds,
which represent 63% of the total 2024-25 budgeted expenditures within the capital projects funds.

Bonds and District Additional Assistance (DAA)/capital overrides are opportunities for school districts to raise
additional capital funding beyond the amounts provided by the state. However, these funds are only
available if approved by voters within the district’s boundaries. The specific usage of bonds and DAA override
funds are designated by state statute and can only be spent on the areas identified and listed on the voter
pamphlet. These funds have a limited scope on how the money can be spent and cannot be mixed with other
funds or be used to cover other expenditure categories.

For Kyrene, the DAA override funding is used to provide instructional materials and technology for students,
software and licensing, technology equipment, network equipment or vehicles needed to provide technology
support for students. Bond funding is used to maintain the school buildings and grounds, repair school
buildings, purchase transportation vehicles or address other administrative capital needs. Without the
support of our Kyrene community through these initiatives, there is not enough state funding to provide this
level of capital support for our students and school facilities.

Per A.R.S. §15-481 and A.R.S. §15-491, Arizona state statute requires any public school district that has
approved an override or has unspent bond proceeds to provide an annual expenditure update at a public
meeting between September 1 and October 31. During this meeting information is shared about how that
money is spent and how it integrates within the District budget.
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The following individual funds comprise the capital projects fund:

Fund Name Description

Adjacent Ways Improvement of public ways adjacent to school property

Bond Building Proceeds from district bond issued for capital related purchases or construction

Building Renewal Grant Funding received from the School Facilities Board for qualifying capital items

Capital Outlay (District Additional
Assistance)

State funding used to purchase or lease capital items

Condemnation Proceeds from right-of-way settlements or sales by condemnation

District Add’l Assistance/Capital Override Voter approved funding used to purchase approved capital items

Energy and Water Savings Related to energy-related capital investments or rebates/grant funding

Gifts & Donations - Capital Accounts for any capital items that have been donated to the District

Litigation Recovery From expected settlements or proceeds as a result of legal action to

repair/replace buildings or property

There are no budgeted revenue projections or expected financial activities planned for Condemnation,
Energy and Water Savings or Litigation Recovery funds due to their limited scope and immaterial balances.
Therefore, no financial schedules will be presented for these groupings of funds.
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Explanation/Comments:
The $24.7M increase in revenue for the 2024-25 budget is a result of having $19.5M of bonds sold in 2023-24 vs. an expected $42.75M
bond sale in 2024-25. Another $42.75M bond sale is projected to take place during the 2026-27 fiscal year. Capital projects funds often
experience timing issues between when proceeds are received vs. when the actual expenditures take place which can cause large swings
in fund balances from year-to-year.

Expenditures are based on the overall budgeted capital plans for facilities, curriculum, technology and other school-based capital
expenditure needs. Capital expenditures are expected to increase during the 2024-25 fiscal year due to some high dollar construction
projects, a high number of technology replacement/upgrade projects taking place at schools and as Kyrene begins to replace its bus fleet.

An “adjusted” ending fund balance* is provided in situations where the budget balance more accurately reflects the ending fund balance,
or when certain fund groupings blend cash and budgeted funds. In these cases the adjusted ending fund balance is used as the beginning
fund balance for the next fiscal year.
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Explanation/Comments:
The amounts shown for revenue represent interest on existing fund balances. There are no plans to levy taxes for additional Adjacent
Ways funding in the budgeted or projected years.
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Explanation/Comments:
Bond Building revenue is recorded whenever proceeds are received from bond sales. This often creates a timing issue between when
proceeds are received vs. when the actual expenditures take place, and causes large swings in fund balances from year-to-year.
Capital expenditures are expected to increase during the 2024-25 fiscal year due to some high dollar construction projects, a high
number of technology replacement/upgrade projects taking place at schools and as Kyrene begins to replenish its bus fleet. Bond
revenues are estimated at $42.75M in 2024-25 and also in 2026-27.
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Explanation/Comments:
The receipt of any Building Renewal grants from the Arizona School Facilities Board (SFB) have not been included in the budgeted or
projected years. Although there are grant funds distributed annually by the SFB, those funds are often limited, vary year-to-year based on
state funding and are not enough to address the growing list of statewide capital needs. The 2022-23 year was the only time period where
Kyrene received a SFB funding during this time period, and the revenue from local sources represents interest on existing fund balances.
Nothing is included in the budgeted and projected years due to the uncertainty of funding and lack of future state funding commitments
to address the needs of all school districts across the state.
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Explanation/Comments:
The increased revenue for Capital Outlay—District Additional Assistance (DAA) funding reflects the restoration of the state capital
funding formulas back to 100% levels beginning in the 2021-22 fiscal year. The decrease in revenue in the adopted budget and
projected years reflects the funding impact from anticipated changes in enrollment. Expenditures in 2024-25 reflect higher expected
capital projects during those fiscal years.
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Explanation/Comments:
The increased revenue in 2024-25 reflects the new override amount approved by voters in November 2023. Expenditures from
2023-24 through 2026-27 reflect higher levels of capital projects during those fiscal years.
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Explanation/Comments:

The District expects very little activity in this fund and budgeted/projected expenditures are aligned closely with revenue.
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Debt Service Funds
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Debt Service Funds

Debt service funds account for and report financial resources that are restricted, committed or assigned to
expenditures for principal and interest. These funds cannot be used for any purpose other than to pay
principal and interest on bonds. Debt service is the only individual fund within the debt service fund type.
Any revenue or expenditure activity in the debt service fund is solely based on Maricopa County collecting
property taxes or making principal and interest payments on outstanding bonds.

Revenues are collected and deposited by the County in October and May, and any bond principal and interest
payments are made in January and July. A financial summary of debt service activity is listed below. Amounts
listed in debt service funds are used to fund the bond-eligible projects identified in Kyrene’s Capital Master
Plan.
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Explanation/Comments:
Projected debt service revenue and expenditures are estimated based on a $42.75M bond sale in the 2026-27 fiscal year.
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Debt Limits

Arizona school district general obligation bonds are subject to two limits: the constitutional debt limit on all
general obligation bonds and the statutory debt limit on Class B Bonds. The Net Full Cash Assessed Value is
used as the basis for determining the debt limits of the District. Class B designates, for the purposes of this
statutory limit, those bonds authorized at elections held after December 31, 1998. The security and source of
payment of Class B bonds is the same as Class A bonds (those authorized at elections held prior to December
31, 1998). The tables below show the unused or available bonding capacity for Kyrene based on the
constitutional debt limit capacity and statutory debt limit capacity. Kyrene’s current outstanding debt is
significantly below either of these debt limits, so there is adequate debt capacity to provide future funding
for the capital projects identified on Kyrene’s Capital Master Plan.

Unused Borrowing Capacity—Arizona Constitutional Debt Limit

Unused Borrowing Capacity—Class B Statutory Debt Limit
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Capital Planning and Projects

In addition to the state funding formula for capital (known as District Additional Assistance), Arizona also has
a funding structure in place for school facilities. That structure began in 1994, after Arizona’s system of school
capital finance was declared unconstitutional because it failed to conform to the state constitution’s “general
and uniform” clause. That system relied on the secondary property tax, driven by the property wealth of a
school district, and general obligation bonding. In 1996, the Arizona Superior Court imposed on the state to
develop a constitutional system of school capital financing. On July 9, 1998 legislation was signed and is
known as Students FIRST (Fair and Immediate Resources for Students Today). Students FIRST is a capital
finance program funded by appropriations from the state General Fund. The program is administered by the
School Facilities Board (SFB) and is charged with administration of three capital funds: building renewal,
deficiencies corrections and new school facilities.

The Students FIRST law established a deficiencies correction fund for the purpose of correcting deficiencies in
existing school facilities. The SFB was charged with adopting rules establishing minimum school facility
guidelines, assessing school buildings against these guidelines, and providing monies to bring the buildings
up to the guidelines. In 1999, building adequacy guidelines were adopted and now serve as the minimum
standards for existing and new school facilities in Arizona.

Although there are grant funds distributed annually by the SFB for school facilities, those funds are often
limited, vary year-to-year based on state funding, and are not enough to address the growing list of
statewide capital needs. Therefore, Kyrene can not rely on SFB grants to address its facility needs and relies
heavily on bond proceeds to provide the District with additional funding that is greatly needed to support
our schools. Without the support from our community in the form of bonds and overrides, Kyrene could not
provide the same level of student or facility support by relying purely on state funding or SFB grants.

In Kyrene, the vast majority of funding for facility needs comes from bond funding. Voters in Kyrene approved
a bond in 2017 which allows the District to fund projects identified in the Capital Master Plan. Without bond
funding, there would be insufficient funding to maintain and improve the District’s schools and facilities,
meet transportation needs, provide adequate technology and supply necessary equipment. The final bond
proceeds from the November 2017 bond authorization were issued in October 2023, and Kyrene voters
approved a new bond authorization during the November 2023 election for $161M. The increased bond
amount was needed to account for the actual inflation increases experienced over the last six years and also
provides funding to replace Kyrene’s aging bus fleet.

A district additional assistance/capital override was also approved by voters in November 2017 and this
funding primarily focused on software, instructional technology, curriculum, and other technology-related
areas. Without this district additional assistance/capital override additional funding, there would not be
enough state capital funding to provide for these technology needs across the District. Kyrene voters
approved a new seven year district additional assistance/capital override in November 2023, which increased
the annual override amount from $6.834M to $8.5M. The new override amount will begin with the 2024-25
fiscal year, and the increased amount was needed to account for the actual inflation increases experienced
over the last six years.

Kyrene has developed a comprehensive Capital Master Plan to manage capital spending that is funded by
bond proceeds. This Capital Master Plan encompasses a ten-year period and provides a detailed listing of all
bond eligible projects across the district. Projects are eligible for bond funding based on the criteria approved
by voters within the district boundaries as specified in the voter election pamphlet. These bond funds have a
limited scope on how the money can be spent, and funds cannot be mixed with other funds or used to cover
other expenditure categories.
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Capital Master Plan: District Overview

Schools: The Kyrene School District has a large footprint, encompassing 25 schools in three separate
municipalities that include Phoenix, Tempe, and Chandler. The Kyrene School District has a total of 2,467,816
square feet of instructional space across 68 buildings. School sites cover approximately 337 acres of land
consisting of playfields, ballfields, playgrounds, common areas, parking lots and school facilities. The average
age of Kyrene schools is over 35 years, so a comprehensive Capital Master Plan is necessary to ensure all
school facilities are safely maintained and provide the proper spaces for student learning.

District Office Complex: The 18-acre District Office complex consists of 12 buildings with a total of 133,696
square feet of space. The largest building is the 58,196 district office administrative building. Other buildings
on the complex include workspace for departments such as facilities, transportation, warehouse, grounds
and technology and also contains several storage buildings. The site also includes a transportation storage
yard holding 117 buses and other support vehicles.

Capital Master Plan: Development Process

Development of the Capital Master Plan involves collaboration among directors, school leaders and project
managers to ensure resources are allocated optimally to support student achievement. Once developed, the
Capital Master Plan is presented to the Governing Board and community as part of the spring budget
presentations. Projects identified in the Capital Master Plan encompass a variety of areas and are reviewed
and prioritized multiple times throughout the year before any money is authorized to be spent. An ongoing
analysis is performed for district school buildings, grounds and facilities to determine how and when projects
are scheduled to be completed. This process incorporates criteria used to determine short-term and
long-term facility and maintenance needs, and is based on three areas: life cycle analysis, preventative
maintenance and independent structural analysis.

Life Cycle Analysis: The District has worked with an outside construction vendor to conduct an audit of major
replaceable systems, determine existing building conditions and determine an appropriate useful life.
Replaceable systems are major components within the school and facility buildings such as air conditioning,
roofs, plumbing, electrical systems, carpeting/flooring, playground equipment, etc. Establishing a useful life
for each system allows the district to predict, maintain and schedule replacement expenditures accurately for
future years. As with any replaceable system, it is possible that an asset may exceed its useful life with proper
maintenance. With safety being the highest priority, the District always attempts to maximize and possibly
extend the life of its facilities and replaceable systems in a responsible manner. However, at times systems
may fail before the anticipated useful life. For these reasons, each year these replaceable systems on the
Capital Master Plan are evaluated and prioritized as necessary. A general contingency is also budgeted as part
of the Capital Master Plan in the event that an unplanned replaceable system fails during the course of the
school year.

Preventative Maintenance: The District performs periodic maintenance throughout the year on its facilities,
grounds and replaceable systems. Inspections are performed during these maintenance periods to determine
when certain systems may need to be replaced or repaired.

Independent Structural Analysis: The District utilizes an independent third-party structural engineering firm
to inspect schools for structural issues. Each school is inspected every five years on a rotating basis to
determine whether any structural related areas require attention.

Annual Budgeting Process: Projects are prioritized during the annual budget process so that funding occurs
in a fiscally responsible manner while ensuring the most important projects receive appropriate funding.
Projects are prioritized based on the following criteria:

● Safety and security
● Preventing/eliminating the possible loss of instructional time
● Compliance with regulatory requirements
● Alignment with and connection to the District’s strategic plan or other goals
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Because Kyrene is a landlocked district and does not have future facility expansion needs, most of the capital
activities and projects relate to ongoing facility maintenance. The components and types of projects within
the Capital Master Plan are consistent with the criteria contained in the voter-approved authorization
pamphlet and contains three main categories:

● Maintain Schools: Includes construction projects, classroom related capital (such as equipment and
furniture) and technology.

● Transportation: Includes school buses, other vehicles to transport students and transportation related
systems.

● Administrative: Relates to construction projects, equipment, furniture and technology at the district
office complex.

Useful Life of Replaceable Systems

The table below lists the estimated useful life of replaceable systems throughout the district. To determine
these useful lives, the District incorporated guidance from the state School Facilities Board, manufacturer
information and data from internal inspections. This information is the foundation of the Capital Master Plan
and allows the District to accurately plan for potential future capital needs.

Useful Life of Replaceable Systems Estimated Useful Life (Years)
Basketball/tennis court replace 20
Basketball/tennis court resurface 5
Bathroom renovation 15
Carpet replacement 15
Central plant replacement 20
Classroom furniture 30
Classroom renovation 10
Corridor renovation 10
Exhaust fan replacement 15
Exterior weatherization 10
Gym bleacher replacement 20
Gym floor replacement 20
Marquee replacement 15
Package unit replacement 15
Parking lot replace 20
Parking lot reseal 5
Partition replacement (bathrooms) 15
Playcourts replace 20
Playcourts resurface 5
Playfield renovation 20
Playground equipment replacement (pre-K) 15
Playground equipment replacement (primary) 15
Roof recondition 15
Roof replacement 20-30
Shade structure replacement 12
Water Heater replacement 7
Wrought iron recondition 5
Wrought iron replace 15
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2024-25 Expenditure Budget

Information for the 2024-25 Capital Master Plan expenditure budget is provided below for each major
category. The large increase in the ‘Maintain Schools’ category is mostly driven by an increase in technology
projects at school locations as these systems are approaching the end of their useful life. Those technology
projects in 2024-25 include $3.5M of network switches and infrastructure, $2.5M for intercom systems,
$1.5M for telephone systems and $1.5M for building access points.

Total Capital Master Plan Expenditures ($ Millions)
Category 2023-24 Estimate 2024-25 Budget
Maintain Schools $19.2 $31.9
Transportation $0.9 $3.6
Administrative $1.9 $2.7
Total $22.0 $38.1

The following table provides more detail for the $38.1M in 2024-25 capital master plan projects that are
funded from bond proceeds.

The projects identified in the ‘Maintain Schools’ category encompasses a wide variety of projects across
many school locations. Below is a table showing the individual school locations and construction projects
slated for 2024-25. Additionally, there is another $9.0M of technology projects that will be implemented
across all 25 school locations which includes network switches and infrastructure, intercom systems,
telephone systems and building access points.
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Capital Projects Across Kyrene

A: Restructuring a “pod” of classrooms at Kyrene de las Brisas for the new Early Learning Academy. B: New fitness
room at Kyrene Aprende. C: Bathroom renovations at Kyrene de la Mariposa. D: Roof renovations at Kyrene del
Milenio. E: New turf and playground renovations at Kyrene de las Brisas. F: Polished concrete floors in the Kyrene
Monte Vista MPR. G: New marquee at Kyrene de la Estrella.
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Long-Term Reductions in Energy Usage

As part of its capital planning strategy, the District has a history of implementing solutions to reduce energy
consumption in schools and district support buildings. Reducing energy consumption through changes in
staff behavior and conservation related projects allows the District to reduce overall utility expenditures and
direct these savings for use in educational related activities.

Energy Conservation Initiatives

● Kyrene has installed and utilizes an Energy Management System (EMS) for central control of
lighting and HVAC across the entire district. The facilities maintenance team maintains cooling and
heating set-points and run-time for district-wide lighting and cooling/heating systems which helps
drive major reductions in kWh usage. This helps to ensure that the maximum electrical
consumption for these activities occurs during off-peak hours.

● The district upgrades HVAC mechanical systems on an ongoing basis at the end of their useful life
at all schools. This lifecycle approach allows the facilities team to get the maximum useful life out
of existing HVAC systems in a safe and responsible manner and replace them with new, more
efficient systems whenever system upgrades are needed.

● The Facilities department is currently in the process of upgrading its lighting from T-8 fluorescent
bulbs to LED bulbs in classrooms and offices. In addition to converting to more energy efficient
LED light bulbs, a lighting control system is also being implemented to control light intensity and
ensure proper lighting levels in the classroom at significantly reduced costs.

Another energy reduction approach involves installing occupancy sensors district-wide in over
1,000 classrooms and offices to control lighting in unoccupied rooms. When students or staff are
present in a room the sensors turn on lights automatically. The sensors turn lights off when they
do not detect anyone present in the room.

● Energy conservation projects for the upcoming 2024-25 school year include the conversion of
both Kyrene de los Cerritos Elementary and Altadena Middle School from fluorescent lighting to
LED lighting. This project also involves the installation of a lighting control system that can
modulate lighting intensity and classroom occupancy.

Pension and Other Post-Employment Benefits (OPEB)

District employees participate in and are covered by the Arizona State Retirement System (ASRS). The ASRS
administers a cost-sharing multiple-employer defined benefit pension plan, a cost-sharing multiple-employer
defined benefit health insurance premium benefit (OPEB) plan, and a cost-sharing multiple-employer defined
benefit long-term disability (OPEB) plan.

The District currently does not offer any OPEB. The District’s employees, including their spouses and
survivors, may be eligible for certain retiree health care benefits under health care programs provided by the
state of Arizona. Employees on long-term disability and their spouses also may qualify for retiree health care
benefits through the state. Such individuals may obtain the health care benefits offered by the state by
paying 100% of the applicable health care insurance premium, net of any subsidy provided by the state. The
benefits are available to all retired participants in the state’s health care program. The District does not make
payments for OPEB costs for such retirees.

The ASRS board governs the ASRS according to the provisions of A.R.S. Title 38, Chapter 5, Articles 2 and 2.1.
ASRS is a component unit of the state of Arizona. The ASRS issues a publicly available financial report that
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includes its financial statements and required supplementary information, and the report is available on the
ASRS website at www.azasrs.gov. 

Benefits Provided

The District withholds employee ASRS contributions and remits employee and District contributions in
accordance with the ASRS employer manual. The ASRS provides retirement, health insurance premium
supplements, long-term disability and survivor benefits. State statute establishes benefit terms.

Retirement benefits for members who joined the ASRS prior to September 13, 2013 are subject to automatic
cost-of-living adjustments based on excess investment earnings. Members with a membership date on or
after September 13, 2013 are not eligible for cost-of-living adjustments. Survivor benefits are payable upon a
member’s death. For retired members, the survivor benefit is determined by the retirement benefit option
chosen. For all other members, the beneficiary is entitled to the member’s account balance that includes the
member’s contributions and employer’s contributions, plus interest earned.

Retirement benefits are calculated based on age, average monthly compensation and service credit as
follows:

Retirement Initial Membership Date

Before July 1, 2011 On or After July 1, 2011

Years of service and age
required to receive benefit

Sum of years and age equals 80
10 years, age 62
5 years, age 50*
Any years, age 65

30 years, age 55
25 years, age 60
10 years, age 62
5 years, age 50*
Any years, age 65

Final average salary is based on
Highest 36 months of last 120
months

Highest 60 months of last
120 months

Benefit percent per year of service 2.1% to 2.3% 2.1% to 2.3%

*with actuarially reduced benefits

Contributions

In accordance with Arizona state statutes, annual actuarial valuations determine active member and
employer contribution requirements. The combined active member and employer contribution rates are
expected to finance the costs of benefits employees earn during the year, with an additional amount to
finance any unfunded accrued liability. 

The District’s ASRS contributions are paid by the same funds as the employee’s salary, with the largest
component coming from the General Fund.
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Operational Spending

As part of the budget process, Kyrene strives to maximize funding allocated to the classroom in order to 
produce the most direct benefits to students. The results from this activity can be measured and evaluated 
by reviewing an independent report prepared and published by the Arizona Auditor General’s office. This 
report is produced annually in the spring and provides information for the previous fiscal year.

A.R.S. §41-1279.03 requires the Auditor General to monitor school districts to determine the percentage of 
every dollar spent in the classroom and also conduct performance audits of Arizona’s school districts. 
However, Arizona charter schools, which are also funded with taxpayer and public dollars, and private 
schools that receive public funding through empowerment scholarship accounts (ESA) are not subject to 
these requirements. The report produced by the Arizona Auditor General’s office monitors state-wide 
operational spending trends in instruction and other operational categories such as student support, 
instructional support, administration, plant operations, food service and transportation. It also identifies 
spending for peer districts within Arizona as well as overall state results. Peer groups are identified based on 
districts that have a similar size, type and location. For Kyrene, its peer group includes districts categorized by 
the Auditor General as very large and large elementary school districts in cities and suburbs.

Classifications

Operational spending includes costs incurred for the District’s day-to-day operations and contains the 
categories listed below. These categories follow Arizona’s Uniform Chart of Accounts for school districts, 
which meets the requirements of the U.S. Department of Education’s account classifications. This provides 
the ability to compare results over time against peers, the entire state of Arizona and also national averages. 
Operational spending includes both instructional and non-instructional spending. The definition of 
instructional spending used in the Auditor General’s report is based on the definition of “instruction” 
developed by the U.S. Department of Education’s National Center for Education Statistics. Operational 
spending excludes costs associated with acquiring capital assets (such as purchasing or leasing land, buildings 
and equipment), as well as interest and programs that are outside the scope of preschool through grade 12, 
such as adult education and community service programs. Total operational spending includes the 
instructional and non-instructional expenditures as shown below:

Instructional Spending

Classroom personnel: Salaries and benefits for teachers, teacher’s aides, substitute teachers, graders and 
guest lecturers.

General instructional supplies: Paper, pencils, crayons, etc.

Instructional aids: Textbooks, workbooks, instructional software, etc.

Activities: Field trips, athletics, and co-curricular activities, such as choir or band.

Tuition: Paid to out-of-State and private institutions.
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Other Non-instructional Spending

Instruction support: Salaries and benefits for curriculum directors, special education directors, teacher trainers, 
librarians, media specialists and instruction-related IT staff. This category also includes other costs related to 
assisting instructional staff in delivering instruction.

Student support: Salaries and benefits for attendance clerks, social workers, counselors, nurses, audiologists 
and speech pathologists. This category also includes other costs related to these support services for
students.

Transportation: Salaries, benefits, and other costs related to maintaining buses and transporting students to 
and from school and school activities.

Plant operations: Salaries, benefits, and other costs related to equipment repair, building maintenance, 
custodial services, groundskeeping and security. This category also includes costs for heating, cooling, lighting 
and property insurance.

Food service: Salaries, benefits, food supplies and other costs related to preparing, transporting and serving 
meals and snacks.

Administration: Salaries and benefits for superintendents, principals, business managers, clerical and other 
staff who perform accounting, payroll, purchasing, warehousing, printing, human resource activities and 
administrative technology services. This category also includes other costs related to these services as well as 
the Governing Board.

Spending by Operational Area

The results from the latest independent Arizona Auditor General report are listed below. This report is 
produced annually in the spring and provides information for the previous fiscal year, which means that the 
most current information is for the 2022-23 year. Information for the 2023-24 year will not be available until the 
spring of 2024.

According to the report, Kyrene’s instructional spending was 59.3%. This amount is substantially higher than 
both Kyrene’s peer district average of 53.1% and the overall state average of 53.4%. The combined spending for 
instruction, student support, and instruction support is also identified as “classroom spending” by the Auditor 
General. These amounts represent the total funding spent for overall classroom activities within a school 
district. For Kyrene, this amount was 73.6% and represents the 7th highest amount in the state, and is higher 
than both its peer district average of 69.3% and the overall state average of 69.0%. This means that almost 
three out of every four dollars spent by Kyrene went into the classroom to provide the most direct benefits for 
students.
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These results and distinctions for Kyrene are similar to previous years as Kyrene has consistently put more

dollars into the classroom than both its peer groups and the overall state average. Information from the most
current Auditor General report for Kyrene’s total operational spending is provided below.

Historical Classroom Spending Comparisons

The combined spending for instruction, student support, and instruction support is characterized as
“classroom spending” by the Auditor General. These amounts represent the total funding spent for overall
classroom activities within a school district. The graph below displays five years of history and shows that
Kyrene has consistently outperformed the state of Arizona and peer comparison groups as identified by the
Auditor General’s office.
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Assessed Value of Taxable Property

A sizable portion of school district funding in Arizona comes from local property taxes on real and personal
property, and valuations are conducted by either the County Assessor or the Arizona Department of Revenue.
Property valued by the Assessor of the County is referred to as “locally assessed” property and generally
encompasses residential, agricultural, and traditional commercial and industrial property. Property valued by
the Arizona Department of Revenue is referred to as “centrally valued property,” and generally includes large
mine and utility entities. Locally assessed property is assigned both a full cash and limited property value, and
centrally valued property is only assigned a full cash value.

In the context of a specific property parcel, the full cash value is statutorily defined to mean “the value
determined as prescribed by statute,” or if a statutory method is not prescribed it is synonymous with market
value, meaning that the estimated value is derived annually by using standard appraisal methods and
techniques. Generally, this includes either using a market value approach, a cost approach or an income
approach. The full cash value is also the basis for determining constitutional and statutory debt limits for the
Kyrene School District.

The limited property value is determined pursuant to the Arizona Constitution and the Arizona Revised Statutes.
For locally assessed property in existence in the prior year, the limited property value is limited to the lesser of
full cash value or an amount 5% greater than the limited property value determined for the prior year. The
limited property value is used as the basis for determining and levying both primary and secondary taxes.

The graph below illustrates the limited assessed values for Kyrene. Fiscal years 2025-26 through 2027-28
assume a 4.88% annual growth rate.
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Property Tax Rates and Amounts

Primary and Secondary Taxes

The Arizona school finance formula attempts to ensure that each district has equitable budget capacity
compared to others across the state. The state distributes equalization assistance (which comes from the
Arizona state budget) to school districts over and above the levy amount raised with the uniform Qualifying
Tax Rate (QTR) set forth by the Joint Legislative Budget Committee each year. A significant portion of school
district financing in Arizona comes from local property taxes on real and personal property. This system
results in districts with high taxable property values per pupil paying a higher percentage of the total cost
with local taxes. In contrast, school districts with lower taxable property values per pupil pay a lower
percentage of the total cost.

In August, county school superintendents’ offices transmit tax levy requirements for each district to the
county finance departments which, in turn, inform their county boards of supervisors of the necessary levy
by fund for each district. The levy, placed on property in August, applies to the assessed valuation
determined for real property and secured personal property in the district through the previous January.
Property taxes are collected and distributed in November and April of each year. Generally in Arizona, the
delinquency rate on taxes has been averaging approximately 5%, which can account for cash flow problems
in some school districts. Kyrene School District typically experiences less than a 2% delinquency rate.
Regardless of the collection of taxes or the timeliness of being received in a district, the district can spend up
to the budget capacity authorized by the state’s funding formula.

Per state statute, taxes levied for the maintenance and operation of counties, cities, towns, school districts,
community college districts and the state are classified as “primary taxes.” The primary taxes levied by each
county, city, town, and community college district are constitutionally limited to a maximum increase of 2%
over the maximum allowable prior year’s levy limit, plus any taxes on property not subject to taxation in the
preceding year. The 2% limitation does not apply to primary taxes levied on behalf of school districts. The
combined taxes on owner occupied residential property only, for purposes other than voter-approved bond
indebtedness and overrides and certain special district assessments, are constitutionally limited to 1% of the
limited property value of such property. This constitutional limitation on the combined tax levies for owner
occupied residential property is implemented by reducing the school district’s taxes. To offset the effects of
reduced school district property taxes, the state compensates the school district by providing additional state
equalization assistance, which comes from the state’s general budget.

Also per state statute, taxes levied for payments of voter-approved bonds and voter-approved budget
overrides are classified as “secondary taxes.” These budget overrides can relate to either maintenance and
operations or capital areas. However, unlike primary taxes, there are no constitutional or statutory limitations
on annual levies for voter-approved bonds and overrides.
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The following chart illustrates the historical trends in primary and total secondary tax rates. The secondary
tax rate only relates to bonds or overrides that were approved by voters within the Kyrene School District. An
additional chart also provides the individual components of the secondary property taxes that relate to
bonds, the maintenance and operations override and the district additional assistance/capital override. The
tax rate information is stated in dollars per $100 of net limited assessed property valuation.
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Tax Rate Impact

Property tax rates in Arizona are calculated by multiplying the limited assessed value of the home by the
overall tax rate. Examples of the property tax rates per $100,000 of limited value of a home are provided
below.
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Bond Issues and Amortization Schedules

A bond is a promise to pay a specified sum of money (called the principal) at a specified date in the future,
together with periodic interest at a specified rate. Bonds are debt securities issued to finance capital related
purchases and projects and are the funding source for Kyrene’s Capital Master Plan. They are used to
maintain the school buildings and grounds, repair school buildings, purchase transportation vehicles and
address other administrative capital needs. Without the support of our Kyrene community, there is not
enough state capital funding to support the ongoing capital needs for our school facilities.

Bond Credit Rating

When school districts issue bonds, part of that process includes
receiving a credit rating from a municipal bond rating agency. Bond
ratings are a general reflection of the credit quality of the school district
and have a direct impact on the interest rates that school districts pay
when selling bonds. Traditionally, Kyrene receives a bond rating from
two main agencies: Moody’s Investors Service and Standard & Poor’s.
Moody’s has assigned Kyrene a rating of Aaa and Standard & Poor’s has
assigned a rating of AA. Although the rating scales are different for each
agency, both of those ratings are the highest credit ratings assigned to
school districts in Arizona. Being assigned the highest rating in Arizona is
not something new for Kyrene as the District has held the distinction for receiving the highest possible school
district credit rating for many years.

A strong local economy and tax base, rising real estate values, a formidable management team and strong
fund balances are all reasons listed by Moody’s and Standard & Poor’s as to why they have assigned this high
credit rating to Kyrene. This rating reaffirms to our community, employees, and taxpayers that Kyrene is a
responsible steward of state, federal and taxpayer dollars.
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Bond Issues and Amortization

Kyrene’s last bond sale occurred in October 2023. After this sale was completed, all of the $116,950,000 of
bonds authorized by voters in November 2017 had been sold. In November 2023, voters in the Kyrene
District approved a new bond authorization for $161,000,000. The table below provides an amortization
schedule showing future debt service expenditures based on the total outstanding bond debt after July 1,
2024.
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Student Enrollment History and Projections

Projecting and monitoring enrollment data is critical in the development of the District’s budget as it helps
estimate future year revenue and costs. School funding in Arizona is calculated based on student enrollment
in the current school year, and these enrollment projections provide the District with an estimated revenue
expectation for the current year budget. Those projections, when analyzed by student characteristics,
provide direction on where to target the allocation of resources. Since Kyrene has a long history of analyzing
enrollment data, the District is able to identify trends that inform decisions on how to allocate resources
district-wide.

The District works with a demographer to help predict future enrollment estimates. This work uses
enrollment data based on the 40th day of school and assists with providing school and grade level
projections, anticipating staffing resources and budgets for school needs. When analyzing enrollment,
variables such as housing and occupancy rates, birth rates and residential development are considered in
calculating future year projections. The combination of rolling the student population forward in grades
kindergarten through seven, using demographic insights, and factoring in housing occupancy and birth rates
allows the District to project the best possible enrollment estimates into the future.

There are several factors that limit Kyrene’s opportunity for enrollment growth. The District boundaries are
landlocked which restricts the opportunity to increase the overall population residing within Kyrene’s
boundaries. In addition, the community is aging and remaining in their homes for longer periods of time,
which limits the opportunity for families with school-age children to move into the District. Maricopa County
has also experienced a decline in overall birth rates, resulting in fewer new incoming kindergarten students.
The illustrations below show the impact of birth rates and housing demographic changes over time.

Historical Impact of Birth Rates

Birth rates across Arizona and specifically Maricopa County have been declining over time and are
anticipated to continue that trend. The graph below shows historical birth rates across the state of Arizona
along with the more populous counties that are close to Kyrene. The kindergarten entrance year is also
overlaid with the birth rate year, indicating when the district should expect to see lower enrollment in
incoming kindergarten classes.

Birth Rate Trends
Births per 1,000 people aged 15 to 45
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Housing Demographics

Housing demographics also play a role in decreased enrollment across the District. The chart below shows
that the overall percentage of homeowners between the ages of 25-44 has dropped from 53.2% to 36.2%
over the last 20 years. Likewise, the overall percentage of children in our boundaries between the ages of
0-13 has dropped from 22.3% to 15.8% over that same time period. This data illustrates that households in
our boundaries over the last two decades have typically become older and have fewer elementary aged
children.

Source: Applied Economics, Demographic and Enrollment Update to Governing Board—April 11, 2023

District-wide Enrollment

Public school districts are required to accept all children who live within their boundaries. However, state law
allows students to apply for admission to any public school, based on available classroom space (A.R.S.
§15-816.01). This means students from outside the district boundaries are able to attend Kyrene where
space allows.

Kyrene’s enrollment consists of students that reside both within and outside District boundaries.
Out-of-district (nonresident) students are a significant source of enrollment for Kyrene. Historically, they
make up approximately 20% of Kyrene’s total enrollment.

A combination of methodologies is used to project future enrollment. The foundation for enrollment is
created by rolling the student population forward in grades kindergarten through seven. Estimates for
kindergarten are based on birth rates and additional factors such as housing/occupancy rates, household
population characteristics and residential development.

The chart titled Population by Boundary Status, provides multiple years of enrollment data for grades
kindergarten through eight. This data reflects a downward trend in enrollment due to the factors previously
mentioned such as being a landlocked district, declining birth rates and limited housing turnover. These
factors influence the size of the incoming kindergarten class, which will continue to be lower than the size of
the outgoing 8th grade class. Of note is that Kyrene continues to maintain a consistent nonresident
enrollment over 20%, indicating that Kyrene remains a district of choice for families in Arizona.
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School Enrollment

The following table illustrates school-level enrollment over time along with projections for future years. In
2024-25, Kyrene will migrate online learning from a full-scale online school to a program of choice. Kyrene
operated its Kyrene Digital Academy beginning in the 2020-21 year, which was created as an on-line school
largely in response to the coronavirus pandemic, and served children in grades kindergarten through eighth
grade. The move to provide online learning as a program, housed within one of the District’s in-person
schools, will return Kyrene to a district of 25 schools.
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Personnel Data

The tables that follow summarize personnel by full-time equivalency (FTE) over five years by employee
group: Certified, Education Support Professionals and Administrators. School-based positions are allocated
based on staffing formulas and other allocation ratios across the District such as class size and case
management assignments. Other positions that are not school-based are reviewed and finalized during the
annual budget development process. All employee resources are aligned to student support levels for the
coming year.

Certified Category Employee Category

Education Support Professionals Employee Category
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Administrative Employee Category
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Student Achievement

Arizona’s Academic Standards Assessment (AASA) is the statewide achievement test for Arizona students in
Grades 3-8. At the time of this report, only preliminary results aligned to this assessment are available.
Illustrated in Chart 1, Kyrene students outperformed grade-level peers across the state. These results are
consistent with historical performance trends that show Kyrene students perform above peer comparisons.

Chart 1
Percent of Students Passing AASA

The tables below include three years of state assessment performance in the subject areas of English
language arts and math for each Kyrene school. Previous year results include both general and alternate
assessments, Multi-State Alternate Assessment (MSAA) and Arizona’s Academic Standards Assessment
(AASA), respectively. These composite results are available after the time of this report. Therefore, the Spring
2024 percentages are preliminary.

Figure 1
Percent of Students Passing State Assessments by Subject Area
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Of interest is that the COVID-19 pandemic impacted most aspects of education for the past few years. As a
result, the process for student test-taking and the results look different than previous school years. This
makes annual comparisons challenging. While districts across the state may not be able to use results to
compare student achievement pre-pandemic, districts are still able to use them as a temperature check and
to address COVID-19 education recovery efforts. The assessment results, when combined with other data,
continue to present an opportunity to determine and prioritize the types of resources and student-based
supports that are needed to support students, using every piece of information available to promote success.

Free or Reduced-Price Meals

Chart 2 illustrates the percentage of students who are economically disadvantaged, as measured by the
percentage of students who receive free or reduced-price meals as of the 100th Day of the school year.
During the 2021-22 school year, the federal guidance waived the requirement for families to apply for this
support. As a result, overall percentages may not adequately reflect the number of students who were
eligible during that time period.

Chart 2: Percent of Students Receiving Free or Reduced Lunch Meals by Year
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Glossary of Commonly Used Terms

Accrual Basis: Governmental accounting method where districts recognize increases and decreases in economic
resources as soon as the underlying transaction or event occurs. Revenues are recognized when they are
earned, and expenses are recognized as soon as a liability is incurred, regardless of the timing of the related
cash inflows and outflows.

American Rescue Plan (ARP): The ARP was passed by the federal government in March 2021 to provide
one-time federal funding to address recovery efforts in response to the COVID-19 pandemic.

Arizona Department of Education (ADE): This agency, operating under the direction of the Superintendent of
Public Instruction, provides direct services to school districts. The agency executes the policies of the State
Board of Education and the State Board of Vocational and Technological Education – implementing state
academic standards, administering statewide assessments, disseminating information, administering and
allocating federal and state funds and providing program improvement assistance to schools and districts.

Arizona Revised Statutes (A.R.S.): The name given to the statutory laws in the state of Arizona.

Arizona State Retirement System (ASRS): The ASRS is a state agency that administers a pension plan, long term
disability plan, retiree health insurance plans and other benefits to qualified government workers.

Average Daily Membership (ADM): A method of counting the number of enrolled students based upon the first
100 school days in session. ADM is a key component in the Arizona school finance funding formula.

Balanced Budget: The budget is considered balanced when total expenditures are equal to or less than total
revenues. The District also considers the budget to be balanced in instances when fund balances from previous
years are spent on one-time or non-routine expenditures.

Bond: A promise to pay a specified sum of money (called the principal) at a specified date in the future,
together with periodic interest at a specified rate. Bonds are debt securities issued to finance capital related
purchases and projects.

Budget: A financial plan for a defined period (often one year) that includes estimates of revenues and
expenditures.

Capital Expenditure: An expenditure intended to benefit future periods. Generally, this includes the acquisition
of or improvement to land, buildings, or equipment.

Capital Projects Funds: Capital projects funds account for and report financial resources that are restricted,
committed or assigned to expenditures for capital outlays.

CARES Act: The Coronavirus Aid, Relief, and Economic Security Act was passed by the federal government in
March 2020 to provide one-time federal funding to address recovery efforts in response to the COVID-19
pandemic.

CRRSA Act: The Coronavirus Response and Relief Supplemental Appropriations Act was passed by the federal
government in December 2020 to provide one-time federal funding to address recovery efforts in response to
the COVID-19 pandemic.

Debt Service Funds: Debt service funds account for and report financial resources that are restricted,
committed or assigned to expenditures for principal and interest.

District Additional Assistance (DAA): The amount of capital funding provided by the state and is calculated by
multiplying the state approved funding level by the unweighted actual student count (based on the 100th day
from the prior year).

Education Support Professionals (ESP): School district employees who are not included as part of the Certified
or Administrative employee categories.

142 | Page Informational Section



ii
Empowerment Scholarship Account (ESA): Based on approved legislation, an account administered by the
Arizona Department of Education and funded by state tax dollars to provide money for students to attend
non-public school options, including private schools.

E-Rate: Federal program that reimburses school districts for network infrastructure, broadband, and
telecommunications upgrades such as switches, routers, fiber optics, access points and ethernet cabling.

ESSER: Elementary and Secondary School Emergency Relief federal one-time funding for local areas to address
recovery efforts in response to the COVID-19 pandemic.

Fiduciary Funds: A group of funds that account for assets a district holds in a trustee capacity or as an agent for
individuals, private organizations, and other governmental entities and which therefore may not be used to
support the district’s own programs.

Full Cash Value: Statutorily defined to mean “the value determined as prescribed by statute,” or if a statutory
method is not prescribed it is synonymous with market value, meaning that the estimated value is derived
annually by using standard appraisal methods and techniques.

Full Time Equivalent (FTE): A number derived by dividing the amount of actual employed time in a position by
the amount of time required in a full-time position.

Function: Method of classifying expenditures that describe the activity for which a service is acquired or an
expenditure is made.

Fund: A grouping of related accounts that is used to maintain control over resources that have been segregated
for specific activities or objectives.

Fund Balance: The difference between total fund assets and deferred outflows of resources and total fund
liabilities and deferred inflows of resources of governmental funds.

General Fund: The General Fund accounts for and reports all financial resources of a district except those
required to be accounted for and reported in another fund.

Governing Board: The governing body of a school district in Arizona, whose members are elected by voters
within the school district.

Governmental Fund: A group of funds that account for most of a district’s financial resources based on the
purposes for which these resources may or must be used. Governmental funds are classified into four fund
types for the District: general, special revenue, capital projects and debt service.

IDEA Part B: Federal funding to provide services to children with disabilities under the Individuals with
Disabilities Education Act (IDEA).

Limited Property Value: Property value determined pursuant to the Arizona Constitution and the Arizona
Revised Statutes, which limits the value of the property used for tax purposes each year to 5% growth, up to the
full cash value of the property.

Maintenance and Operations (M&O): The largest fund within the General Fund type that is used to fund most
of the operational day-to-day activities to run a school district. Typically, this includes costs to support regular
education, special education and transportation.

Modified Accrual Basis: Government accounting method where revenue is recognized when it becomes
measurable and available to finance expenditures of the current period. Expenditures are typically recognized in
the period in which the liability is incurred.

Object: Method of classifying expenditures at the most detailed level and describes the service or material
obtained as the result of a specific expenditure. 

Primary Taxes: Per state statute, taxes levied for the maintenance and operation of counties, cities, towns,
school districts, community college districts and the state of Arizona.
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Program: Method of classifying expenditures for activities designed to achieve a specific goal or set of
objectives.

Prop 123: The lawsuit settlement over Arizona state inflationary funding that was passed by voters in May 2016
to increase school funding for a ten-year period.

Prop 301: The legislative initiative that created the Classroom Site Fund as defined in A.R.S. §15-977. Funding
for the Classroom Site Fund is based on a 0.6% sales tax with the proceeds to be used for public education and
increasing teacher salaries.

Proprietary Funds: A group of funds that account for the district’s ongoing activities that are financed and
operated in a manner similar to private business enterprises.

Qualifying Tax Rate (QTR): The annual statewide property tax rate calculated to determine the local tax levy
before a district is eligible for equalization assistance.

Revenue Control Limit (RCL): A budgeted spending limit that is based on state determined funding and
calculated by adding the base support level plus the transportation revenue control limit.

School Facilities Board (SFB): The agency in Arizona designated to oversee the capital needs of K-12 school
districts and administer related funding.

Secondary Taxes: Per state statute, taxes levied for payments of voter-approved bonds and voter-approved
budget overrides.

Special Revenue Funds: The grouping of funds that account for and report the proceeds of specific revenue
sources that are restricted or committed to expenditures for specific purposes other than debt service or capital
projects.

STEM: The areas of educational coursework that include science, technology, engineering and mathematics.

Students FIRST: Students FIRST (Fair and Immediate Resources for Students Today) is a capital finance
program funded by appropriations from the state General Fund. The program is administered by the School
Facilities Board and is charged with administration of three capital funds: building renewal, deficiencies
corrections and new school facilities.

Title Funding: Federal supplemental funding to support the base educational model. Funds can be used for
instructional staffing to support programs, materials, supplies or training.

Title 15: A compilation of selected education laws passed by the Arizona Legislature.

Uniform System of Financial Records (USFR): A publication that is a joint responsibility of the Arizona Auditor
General and Arizona Department of Education. This document interprets Arizona Title 15 and contains the
guidelines and directions by which Arizona schools must financially comply.

Unit: Method of classifying expenditures by a location or separate level.

Zero-Based Budgeting: A method used in building and developing annual budgets where the expenditures for
each operational area begins at zero, and any proposed expenditure must be reviewed, justified and approved
each year.
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