Northwestern Lehigh School District
6493 Rte. 309, New Tripoli PA 18066

BOARD FINANCE COMMITTEE MEETING

District Board Room
Wednesday, May 6, 2015, 7:30 PM

1. Agenda

2. Routine Items

1.01

1.02

1.03

1.04

1.05

2.01

MINUTES

Call to Order
The May 6, 2015 Finance Committee Meeting was called to order at 7:33 PM by Willard

Dellicker.

Roll Call

PR/AB
PR Willard Dellicker PR Ronald Morrison PR LeRoy Sorensen
PR Paul Fisher PR Joseph Reiter PR Darryl Schafer
AB Todd Hernandez PR Greg Sanders PR Phil Toll

Also Present:

Kristine Roddick, Charlene Rauscher, Luann Matika, Arthur Oakes, Leslie Frisbie,

Jennifer Holman, Mary Anne Wright and Janine Partenio

Approval of Agenda

Change proposed by W. Dellicker to move discussion on item 4.01 to right after the

approval of the minutes, item 1.05, since Kristine Roddick was in attendance to speak
about item 4.01.
Moved: P. Fisher

Public Comment
The Chairman offered Courtesy of the Floor for Public Comment and there was none at
the time.

Seconded: J. Reiter

Approval of Minutes for April 1, 2015

Approval of the minutes as stated.

Moved: J. Reiter

Reports

1. Budget Report

2. Revenues Report
3. Treasurer’s Report

o0k

Fund 10 General Fund

Seconded: P. Fisher

Fund 22 Capital Reserve Fund

Fund 31 2009 Note

Fund 33 2008A General Obligations Bond (GOB)

Fund 50 Food Service Fund

EIT Report
Activity Fund Report
Comparison of Prior Year to Current Year Budget to Actual Expenditures by Object

Report

Vote: 8 Aye, O Nay

Vote: 8 Aye, O Nay

L. Frisbie noted that collections have been standard year to date and the reports reflect

only one payroll in March. She reminded the Board there will be three payrolls next

month because of this.
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3. Discussion
Items for Board

Action

2.02

3.01

Budget Transfers

NORTHWESTERN LEHIGH SCHOOL DISTRICT
BUDGET TRANSFERS
2014-15 SCHOOL YEAR

May 13, 2015

I0 DESCRIPTION AMOUNT
1100 Regular Programs $ 7,970
2300 support Administration 3,051
2600 Support Operation/Maintenance 74,915
2800 Support Central 15,655
3300 Community Services 2,500
$ 104,091

FROM DESCRIPTION AMOUNT
1100 Reqular Programs $ 3,241
2200 Support Instructional Staff 1,869
5200 Fund Transfers 31,146
59010 Budgetary Reserve 67,835
$ 104,091

Budgetary Reserve as of April 2015 $ 366,878

Less Current Months Transfers (67,835)

Total Budgetary Reserve Remaining 4 299,043

L. Frisbie explained to the Board the budget transfers of the 2014/2015 school year.
She said a transfer was made to 2600 Support Operations/Maintenance for additional
gallons of fuel oil, which was used, and budgetary reserve then covered any additional
oil after that. L. Frisbie stated in 2800 Support Central there were transfers between
budget codes for the CISCO technology service agreement for wireless internet. The
5200 Fund Transfers were utilized for the oil purchase as well as part of the 5900
Budgetary Reserve. She mentioned an additional item from 5900 Budgetary Reserve
included the Foundation’s funds for broadcasting equipment for the Middle School.

201572016 Proposed Final Budget

L. Frisbie recapped the Budget to date. She stated that on December 3, 2014 a high
level budget was presented in order to provide the Board with information to adopt the
resolution to stay within the Act 1 Index. On January 21, 2015, the Board adopted the
resolution to stay within the Act 1 Index. Budgeting Strategies for the 2015/2016
Budget were introduced on February 4, 2015. L. Frisbie said a Budget discussion and
updated assumptions were discussed on April 15, 2015. Changes made from that
meeting were incorporated into the Proposed Final Budget and are expected to be
adopted on May 13, 2015.

L. Frisbie explained the Proposed Final Budget at this point has $39,658,787 in
estimated revenues and $43,655,535 in estimated expenditures, leaving a shortfall of
$3,996,748, without an increase in millage. She noted the significant increase of the
estimated expenditures was due to the use of fund balance, in order to fund the McClure
Energy Savings Project. L. Frisbie explained changes made from the April 15" Meeting
led to a decrease in the shortfall of about $23,000. She said the changes were in
assessment base, TIF revenues and expenditures which included the decommissioning
of the Weisenberg Sewer Plant as well as the McClure Project.

L. Frisbie explained the Revenue changes from 2014/2015 which included State and
Local Revenues. Changes to Local Revenues include an increase of $797,000. L. Frisbie
explained the changes to State Revenues include an increase of $708,000. Total
revenue change of $1.5M increase from the 2014/2015 Budget.

L. Frisbie explained the Millage History saying there has not been an increase in millage
for the last four years; however, in 2013/2014 the actual millage base changed due to
reassessment. Northwestern Lehigh School District is ranked 6" in Lehigh County
based on Millage Rate. She said the average millage rate is 16.72 which would place
Northwestern Lehigh School District slightly under the average.



May 6, 2015 Finance Committee Minutes P 3

L. Frisbie explained the Expenditure Changes from 2014/2015. She said changes in
Salaries, Benefits, Professional & Tech Services, Property Services, Supplies, Property as
well as Other Services and Financing Uses net an expenditure increase of $4.3M. R.
Morrison asked what the increase was under the insurance line item. L. Frisbie
explained the budget includes additional funds for a cyber policy. This would cover any
costs associated with technological breaches at the District. She stated it is still being
evaluated and she decided to include it in the budget should the Board decide to
implement the expanded insurance policy. She mentioned Rob Thompson from EHD will
be at the June Finance Committee Meeting to discuss the renewal. L. Frisbie explained
the largest change to expenditures was under Other Financing Uses which included the
$2.85M fund transfer to support the McClure Project. She also said there is $150,000 in
expenditures built-in, based on Governor Wolf’s proposal as an offset to the additional
Basic Education funding.

L. Frisbie discussed the staffing recap with the projected staff for the 2015/2016 school
year. She said these numbers may change between now and June. Dr. Wright
explained recommendations to the Board for a staffing plan for the 2015/2016 school
year. She mentioned all classes are at the recommended student/teacher ratio except
for Kindergarten. Dr. Wright reviewed the Elementary Enrollment for 2014/2015
showing the predicted enrollment versus the actual enrolilment. She said based on this
data, the District could expect an additional eight students to enroll in Weisenberg and
an additional eight students to enroll at Northwestern Elementary. Dr. Wright
suggested planning for an additional five students at Northwestern Elementary and an
additional six at Weisenberg Elementary. With the advice of the principals, Dr. Wright
explained the changes requested to the 2015/2016 classrooms. This included an extra
2" Grade class at Weisenberg, an extra 6" Grade class in the Middle School and one
less 4" Grade class at Weisenberg, which Dr. Wright is concerned about. She explained
the need for a music teacher, an emotional support teacher and one additional teaching
staff for the added Middle School class. G. Sanders recommended hiring someone with
appropriate certifications who can follow the Middle School students to High School. Dr.
Wright said they will try to be as flexible as possible with the employment of that
position. D. Schafer questioned if full day Kindergarten is a possibility. Dr. Wright
believed it would be best to keep the Kindergarten class size low to allow sufficient
attention to the incoming students. This would mean keeping the %2 day Kindergarten
and have a full classroom for a full day with two Kindergarten classes. L. Frisbie stated
to the Board the 2015/2016 Budget also includes positions for two additional
Elementary Aides, two Part-time Elementary Office Assistants and a Technology Support
Partner.

L. Frisbie explained the plan for the Estimated Use of Fund Balance to cover the
anticipated shortfall of $3,996,748. This included the use of committed funds from the
Emmaus Bond Pool Stabilization Fund, the Energy Stabilization Fund and PSERS
Stabilization Fund. Assigned funds will be utilized for Curriculum Texts/Materials and
Technology, and Budgetary Reserve will be utilized for the remainder of the shortfall.

L. Frisbie discussed the 2014/2015 Estimated Budget Variances. She explained there
were revenues in the amount of $232,698 which was budgeted for, but the district does
not expect collection. L. Frisbie said estimated expenditures will result in a net positive
Variance of about $1.2M. She said there were a planned/anticipated variance of
$849,000 and an unplanned Variance of $380,293 equaling the Net Estimated Variance
of $1,229,293.

L. Frisbie summarized the 2015/2016 Proposed Final Budget saying the District should
be receiving a little less than $39.7M in total revenues, total expenditures should be
around $43.7M. The use of fund balance for the ESCO Project should be in the amount
of $2.85M leaving a revised shortfall of around $1.2M. The Budget includes a O Tax
Millage increase and utilization of Fund Balance to fund the shortfall, which is
appropriate for non-recurring expenditures. L. Frisbie explained this Proposed Final
Budget will be presented to the Board at the May 13, 2015 Board Meeting for adoption.
The Board appreciated the work done by L. Frishie.
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3.02

3.03

3.04

3.05

3.06

3.07

Annual Investment Update
L. Frisbie gave an update on investments as shown below:
NORTHWESTERN LEHIGH SCHOOL DISTRICT

2013-2016 INVESTMENT REPORT
FINANCE COMMITTEE

MAY & 2013
T35
INSTITUTION FUND AMOUNT RATE INTEREST | TYPE TERM | MATURITY
Hew Tripoll Bank
Certificate Deposit (CD) General [10) § 10,000,000 0.E0% 50,000 Fixed 1 YEAR D275
Certificate Deposit [CD) General (0] § 8,000,000 1.00% 73,333 Fed 1 YEAR D25
Certificats Depostt (S0} | General (10 |5 1000000 | bl o O | 27 457 | Fieed |syEAR | oRm4ns
Certficate Cepash (C0) | Capital Resenve (22) [§ 1,000,000 | TT1%| | 27,457 | Fued [SYEAR | Onodis
Centficate Depash (CO) 2008 Nede (31) § 400,000 271% 10,987  Fueed SYEAR O7/IMA5
Certficate Depash (CO) 20084 G0B (33) § 300,000 271% 8.240 Fued SYEAR D7D
PENDING TRANSACTIONS
INSTITUTION FUND EMOUNT RATE TYPE TERM | MATURITY
Hew Tripol Bank General (1) ¥ 10,000,000 TBD TED = TED [
Mew Tripol Bank General (10) § 5,000,000 " 158% ™ Feed 5 YEAR 6212020 [
[ | | | |
| | | | || | | | I
Certificate Depesits for the 2009 Node and e 2008A GOS wil be Iquidated July 2015 to pay for the Energy Savings Confract.
| [ [ | |
I [ [ 1 [
* Amount detsrmined bo roll Indo CO basad on avalable funds 266 antic costs for the Enengy Savings Conbract.
" Fate based on the pUDEshed 5 Year CO rate a5 of May 1, 2015 wih New Tripoll Bank pius 0.25%. ACILG rate wil D2 OStenmined on June 2, 2015 by
taking the putiished S Year CO rate pius 0.25%
I [ 1 [ 1 [ I I
RECOMMENDATION: When the 54,000,000 CO comes due on June 2, 2015, ol 55,000,000 M0 one, T year cerincais Beposit. ACal Iteres: e
wil be detesmined on June 2, 2015 by tking the published 5 year CO rate plus 025%. Per discussions with New Tripoll Bank, early withdrawi penalties
il not be Imposed and there are no significant changes to market Inerest rates antidpated In e upcoming year, thereafre | Is not recommended bo
ladder the Invesiments. Same strateqy Is recommended for the 510,000,000 CD which comes due In September 2015,

L. Frisbie said $3M from the June CD will be utilized for the ESCO Project; the remainder
will be reinvested into a CD at the published 5 year CD rate plus 0.25%. G. Sanders
asked if the District can pull money out of the CD if rates increase prior to the 5 years
since there is no penalty clause. L. Frisbie said she can check on that answer with New
Tripoli Bank. Consensus was with the recommendation and will move this to the May
13, 2015 Regular Board Meeting for action.

Agreement with CLIU to participate in the Technology in Education Legal
Counsel Consortium for the 2015-2016 school year. Rate will be determined
by the number of schools participating.

L. Frisbie explained the agreement with the CLIU for the District to participate in the
consortium has given the ability to pool together resources for technological counsel. J.
Holman said they have been very resourceful. Consensus was to move this to the May
13, 2015 Regular Board Meeting for action.

Approval of Agreement and Statement with Detweiler Family Medicine and
Associates, Lansdale, PA to provide employee immunization clinic on August
26, 2015 at no cost to the District.

L. Frisbie mentioned the agreement is for a vaccination clinic for employees, which had
been implemented the last two years. She believes it was successful in the past and
would like to bring it back again this year. Consensus was to move this to the May 13,
2015 Regular Board Meeting for action.

Agreement with New Story School Wyomissing, PA for Extended School Year
services at a rate of $175/day.

L. Frisbie explained this was a routine item which is to occur after July 1, 2015, for
services for one of our students. Consensus was to move this to the May 13, 2015
Regular Board Meeting for action.

Agreement with Capital Area Intermediate Unit for educational services.

J. Holman explained to the Board the agreement is in regards to specialized placement
of a student who needs educational services to be provided. Consensus was to move
this to the May 13, 2015 Regular Board Meeting for action.

Agreement with Lifetouch for Production of the Middle School Yearbook for the
2015-2016, 2016-2017, and 2017-2018 school years.

L. Frisbie stated the agreement is for the Middle School Yearbook for the next three
school years. Consensus was to move this to the May 13, 2015 Regular Board Meeting
for action.
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4.

Informational

Updates

3.08

3.09

4.01

Agreement with Lehigh Valley Business Education Partnership for Career
Linking Academy June 10-June 30, 2015.

L. Frisbie said they have been working on recommended changes from KingSpry which
she had just received this morning. L. Frisbie mentioned changes to the agreement in
regards to student data confidentiality were most important. Consensus was to move
this to the May 13, 2015 Regular Board Meeting for action.

Approval of agreement with Preferred EAP, Allentown, PA for employee
assistance services for the 2015-2016 and 2016-2017 school years.

L. Matika explained to the Board the agreement is a routine item which will be
continuing the District’s relationship with EAP, a division of Lehigh Valley Hospital. She
noted there was an increase of about $90 in the agreement. Consensus was to move
this to the May 13, 2015 Regular Board Meeting for action.

Update on Tax Rebate Program

K. Roddick explained to the Board the research done in regards to the implementation
of a senior citizens tax rebate program. She explained that it is a grey area. K. Roddick
said the Pennsylvania Constitution authorizes the legislature to establish exemptions or
other special tax provisions on the basis of age, disability or poverty. However, it also
specifies there must be a specific source of revenue to feed that exemption. K. Roddick
believes the District would not be expressly authorized to implement this program by
the Constitution or by statute. She explained some statutes have provisions that will
allow exemptions to certain types of taxes (OPT or EIT) but not to Real Estate taxes. K.
Roddick explained the Pennsylvania Constitution also states that laws exempting real
estate from taxation, other than as expressly authorized as an exception to the
Uniformity Clause are invalid. She continued to explain Dillon’s Rule which states
political subdivisions can only engage in activities which are expressly granted to them.

K. Roddick mentioned a few other school districts have implemented a tax rebate
program back in 2004 or 2006 and they have not been challenged. She warned the
Board that even though they have not been challenged it does not mean that it cannot
happen in the future. She said it is her responsibility to the Board as the Solicitor to
give them her legal advice and this is what her research shows. If the Board does
decide to implement the program and it does get challenged, her firm will do their best
to advocate on their behalf.

P. Toll asked if there is a penalty that the District would have to pay it is was to be
challenged. K. Roddick explained there is no specific case law right now on this subject.
Based on case law for other types of exemptions from political subdivisions, the
outcome of an invalid exemption may be a halt in the program, or, the entire tax levy
may be deemed invalid and the District may be forced to refund all of the property
taxes collected for that year.

D. Schafer asked how many districts does KingSpry represent which already implement
this program. K. Roddick had mentioned four districts which either had the program
implemented prior to hiring KingSpry to represent them or they never specifically asked
for legal advice on the program. She explained Northwestern Lehigh School District
specifically asked for legal advice. She stated that it is at the Board’s discretion. If the
Board does not agree with her advice and implement the program, KingSpry will be
there to represent them if it is challenged.

W. Dellicker stated that although it sounds like a good thing to do, the Board is asking
for about $126,000 to be shifted to another income group. He asked what would be the
possibility of taking this idea to a voter referendum for the taxpayers’ opinion. K.
Roddick said she did not know at that time what would be involved in offering a voter
referendum.

P. Fisher brought up Act 4, which allowed a millage freeze for land preservation. He
explained that the Board declined the implementation of this Act a few years ago
because it was thought to create an unfair advantage across the board. He also
believed that the Board had done its due diligence to the District, saying the finances
have been well managed to the point of not needing to increase property taxes.
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5. Other

6. Adjournment

4.02

5.01

5.02

5.03

J. Reiter agrees with the referendum in order to give a chance to low income residents.
G. Sanders would support the referendum if it does not include renters as a recipient.
K. Roddick explained that the property tax rebate program is not only for senior
citizens, it includes renters, widow/widowers, and permanently disabled residents.
Consensus supported adding this proposal to a voter referendum. K. Roddick will
research what is involved in that process.

Final GASB 45 Valuation Report

L. Frisbie stated Mark Bonsall gave a presentation of the final GASB 45 Valuation Report
via conference call at the April Finance Committee Meeting. She said the valuation
report will be completed and ready for receipt at the May 13, 2015 Regular Board
Meeting.

Old Business
None

New Business
L. Frisbie explained the Constable contracts will be up for renewal and other options will
be brought to the June Finance Committee Meeting for discussion.

P. Fisher announced a Personnel Meeting was to be held immediately following the
Finance Committee Meeting

Public Comment
The Chairman offered Courtesy of the Floor for Public Comment and there was none at
the time.

Upon motion by P. Fisher, Seconded by D. Schafer, the meeting was adjourned at 9.41
PM.

Respectfully submitted,
Janine Partenio, Recording Secretary



