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To: Robert J. O’Donnell
From: Randy L. Brown
Date: January 14, 2013
Subject: 2013-14 Budget Development

Attached is the preliminary budget on PDE-2028 form. The budget includes a number of
assumptions at this point of the development process. The assumptions on the revenue side are at
all levels, local, state and federal. As we continue through our development process toward the
month of June, when the district and the state approve budget, our assumptions will become
definite.

On the local side, the only revenue source which is increased compared to the prior year is local
real estate tax revenue. All other revenues are estimated at the amount or level from 2011-12.
State revenue is estimated flat, or no increase, compared to the prior year with the exception of
the revenue for PSERS/retirement which is reimbursed at fifty percent. The only other exception
is the Accountability Block Grant (ABG) funding, this revenue is expected to be eliminated
based upon the last two budget projections from the state. Federal revenue is budgeted at the
amount received in 2011-12 as well.

The increase in real estate tax revenue is based upon a change in the tax millage rate and the
assessed value. The assessed value assumes an increase of one percent, based upon recent trends.
As we have discussed, several years ago the district experienced three to four percent growth in
assessed value, which resulted in additional revenue without a rate increase. The preliminary
budget also includes a tax rate increase equal to 3.2%, including 1.7% Act 1 Index and 1.5% in
exceptions for PSERS/retirement expenses. The millage increase equates to 3.2% or 1.21 mills,
over the current rate of 37.73 mills, resulting in a new millage of 38.94.

All operating expenses are estimated at the 2011-12 actual expense amount, with the following
exceptions:
e Salaries are budgeted at the greater of the Act 1 Index or the contract/bargaining unit
agreement.
e Health Insurance is budgeted at an increase 11.5% for 2013-14 and for 12.5% for each
year beyond.

Budget 1.14.2013.Docx 1/13/2013



e PSERS is budgeted at the certified rate for 2013-14 of 16.93% and the estimated rates
recently released for those years beyond.

e Athletics and transfers to capital reserve are budgeted at a 2% increase.

e The PSERS pre-funding is expected to begin balancing the budget in 2013-14.

Items for future discussion:

e Budget analysis reports over the next few meetings. These reports include review of
district operations and programs, including cost savings initiatives.

e State revenue concerns and potential funding limitations.

e PSERS funding strategy will be reviewed in light of recent rate certification and
estimated rates for future years.

e Capital project funding, for short and long term basis, will be reviewed.

e Zero basis review for personnel will continue, as started in previous fiscal years. The
focus of reducing staff through attrition where possible will remain the primary focus.

e Cohort comparisons will continue with budget analysis reports when appropriate and
possible.

The district budget projections for 2013-14 as well as the next five years have been updated to
reflect the financial results from 2011-12 and information obtained during the current fiscal year.
These projections currently show a deficit for 2013-14 of approximately $100,000 assuming a
tax increase of 3.2%. This tax increase requires the use of all available funding from the
PSERS/retirement exception. This deficit assumes usage of $346,000 from the PSERS funding in
the designated fund balance. The updated projections in summary and detail for revenue and
expenses are included. An analysis of capital expenditures will be completed and reviewed in the
future.

This preliminary budget is being presented according to the timeline set forth in Act 1 of 2006.
The timeline requires a preliminary budget approved by the district in February, prior to the
release of the governor’s proposed budget. After we learn the details of the governor’s proposed
budget, we will bring a refined preliminary budget to you in either late February or early March.
This approach will enable you to reflect the updated information in our budget planning
conversations this spring.
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State College Area School District
General Fund Budget Projections - 1.10.2013

Budget 2013- Budget 2013- Budget 2013-

14 14 14

Revenue 118,044,009 119,355,821 120,513,303
Expenses 120,605,423 120,605,423 120,605,423
Surplus/(Deficit) -2,561,414  -1,249,601 -92,120
Use of Fund Balance -346,353 -346,353 -346,353
Tax Increase 0.00% 1.70% 3.20%
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State College Area School District
General Fund Budget Projections - 1.10.2013

Budget 2012- Budget 2013- Budget 2014- Budget 2015- Budget 2016- Budget 2017-

13 14 15 16 7 18
Revenue 116,176,529 120,513,303 124,115,963 127,846,287 131,076,618 132,471,266
Expenses 115,863,495 120,605,423 125,883,707 131,618,721 137,172,425 141,815,525
Surplus/(Deficit) 313,034 92,120  -1,767,744 -3,772,434  -6,095,807 -9,344,258
Use of Fund Balance -346,353  -1,253,395 -1,731,374 -1518,798 -1,274,000
Tax Increase 3.20% 1.70% 1.70% 1.70% 1.70%

1/13/2013



State College Area School District

Revenue Projections - 1.10.2013

Updated 12-13 Updated 13-14
7% 1.5% Updated 14-15 Updated 15-16 Updated 16-17 17-18 No
Exceptions, Act Exceptions, Act No Exceptions, No Exceptions, No Exceptions, Exceptions, Act
1 Index 1 Index 1.7%o, Act 1 Index Act 1 Index Act 1 Index 1 Index 1.7%o,
Increase, and and 1% 1.7%,and 1% 1.7%,and 1% 1.7%, and 1% and 1%
1% Assessed Assessed Value Assessed Value Assessed Value Assessed Value Assessed Value

LOCAL Value Growth Growth Growth Growth Growth Growth
CURRENT REAL ESTATE TAX 77,165,458 80,406,407 82,577,380 84,806,969 87,096,758 88,160,726
EARNED INCOME TAX 14,000,000 14,000,000 14,000,000 14,000,000 14,000,000 14,000,000
REALTY TRANSFER TAX 1,500,000 1,500,000 1,500,000 1,500,000 1,500,000 1,500,000
DELINQUENT REAL ESTATE TAX 1,100,000 1,100,000 1,100,000 1,100,000 1,100,000 1,100,000
INTERIM REAL ESTATE TAX 500,000 500,000 500,000 500,000 500,000 500,000
IDEA-B 600,000 600,000 600,000 600,000 600,000 600,000
PAYMENTS IN LIEU OF TAX 400,000 400,000 400,000 400,000 400,000 400,000
LOCAL SERVICES TAX 300,000 375,000 375,000 375,000 375,000 375,000
MISC LOCAL REVENUE/TUITION 589,452 600,000 600,000 600,000 600,000 600,000
PUBLIC UTILITY REALTY TAX 100,000 100,000 100,000 100,000 100,000 100,000
INTEREST ON INVESTMENTS 100,000 100,000 100,000 100,000 100,000 100,000
TOTAL LOCAL 96,354,910 99,681,407 101,852,380 104,081,969 106,371,758 107,435,726
STATE

BASIC ED INSTR SUBSIDY 6,840,170 6,790,170 6,690,170 6,590,170 6,490,170 6,390,170
SPECIAL ED REVENUE-REGULR 3,221,641 3,221,641 3,221,641 3,221,641 3,221,641 3,221,641
REV. FOR RETIREMENT 3,576,009 4,993,361 6,425,048 7,925,783 8,866,326 9,197,006
REV. FOR SOCIAL SECURITY 2,000,000 2,100,000 2,200,000 2,300,000 2,400,000 2,500,000
PROPERTY TAX REDUCTION 1,426,724 1,426,724 1,426,724 1,426,724 1,426,724 1,426,724
TRANSPORTATION REVENUE 800,000 750,000 750,000 750,000 750,000 750,000
BOND REIMBURSEMENTS 300,000 200,000 200,000 200,000 200,000 200,000
HEALTH SERVICES REVENUE 150,000 150,000 150,000 150,000 150,000 150,000
PA ACCOUNTABILITY GRANT 0 0 0 0 0 0
VOCATIONAL EDUCATION 100,000 100,000 100,000 100,000 100,000 100,000
OTHER STATE REVENUE 42,075 0 0 0 0 0
TUITION - 1305/1306 65,000 65,000 65,000 65,000 65,000 65,000
TOTAL STATE 18,521,619 19,796,896 21,228,583 22,729,318 23,669,861 24,000,541
FEDERAL

TITLE | REVENUE 575,000 600,000 600,000 600,000 600,000 600,000
TITLE Il REVENUE 290,000 200,000 200,000 200,000 200,000 200,000
ACCESS FUNDS 260,000 100,000 100,000 100,000 100,000 100,000
OTHER FEDERAL REVENUE 100,000 100,000 100,000 100,000 100,000
TITLE Il REVENUE 175,000 35,000 35,000 35,000 35,000 35,000
TOTAL FEDERAL 1,300,000 1,035,000 1,035,000 1,035,000 1,035,000 1,035,000

TOTAL REVENUE 116,176,529 120,513,303 124,115,963 127,846,287 131,076,618 132,471,266



State College Area School District
Expense Projections - 1/10/2013

2012-13 2013-14 2014-15 2015-16 2016-17 2017-18

2011-12 Budget Budget Budget Budget Budget Budget

Actual Updated Updated Updated Updated Updated Updated
Salaries 56,510,531 57,864,231 59,283,651 60,770,041 61,924,672 63,101,240 64,300,164
Health Insurance 12,774,417 11,475,000 12,694,625 14,281,453 16,066,635 18,074,964 20,334,335
PSERS 4,603,130 7,152,019 9,986,722 12,850,096 15,851,565 17,732,651 18,394,012
Other Benefits 5,655,440 6,500,000 6,500,000 6,600,000 6,700,000 6,800,000 6,900,000
Professional Services 2,531,301 2,180,779 2,400,000 2,400,000 2,400,000 2,400,000 2,400,000
Purchased Property Services 1,911,124 2,030,681 1,900,000 1,900,000 1,900,000 1,900,000 1,900,000
Other Purchased Services 8,973,582 8,973,342 9,000,000 9,000,000 9,000,000 9,000,000 9,000,000
Supplies/Equipment 5,230,570 5,530,667 5,400,000 5,400,000 5,400,000 5,400,000 5,400,000
Minor Capital Projects 1,893,550 1,975,891 2,015,409 2,055,717 2,096,831 2,138,768 2,181,543
Athletics/Fees/Other 1,482,962 2,658,485 2,711,655 2,765,888 2,821,206 2,877,630 2,935,182
Debt Service 5,910,139 6,350,000 6,350,000 5,350,000 5,350,000 5,350,000 5,350,000
Transfer to Capital Reserve 1,000,000 2,656,582 2,709,714 3,763,908 3,839,186 3,915,970 3,994,289
PSERS Pre-funding Strategy 1,000,000 515,818 -346,353  -1,253,395 -1,731,374 -1518,798  -1,274,000
Total Expenses and PSERS Pre-funding 109,476,746 115,863,495 120,605,423 125,883,707 131,618,721 137,172,425 141,815,525
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(@)

(b)
(c)
(d)
(e)
(f)
(9)

(h)
(i)
()

(k)
()

Retirement Contributions
Referendum Exception Worksheet
333(n) as amended by Act 25 of 2011

THIS WORKSHEET IS FOR ESTIMATIONS ONLY AND MAY NOT BE USED FOR OFFICIAL SUBMISSION.

2011-2012 Salary Base - Total
2011-2012 Salary Base - Federal

$56,510,531
$1,304,329

Actual Dollar Value of Actual Dollar Value of
Estimated Payments Estimated Payments

Budgeted School District Share of Payments to PSERS

Salary Base - Total

Salary Base - Total to use for Referendum Exception
PSERS Employer Contribution Rate

Expenditure Object 230 (a x b)

Revenue 7820

Percent State (d + ¢)

Expenditure Object 230 - Local and Federal Share of Total (c - d)
Salary Base - Federal

Salary Base - Federal to use for Referendum Exception
Expenditure Object 230 - Federal Share of Total (g x b)
Expenditure Object 230 - State Share of Federal (h x e)
Expenditure Object 230 - Local Share (f - i)

School District's Index for 2013-2014

Index multiplied by 2012-2013 budgeted school district share of payments to PSERS:

2013-2014 net budgeted amount minus 2012-2013 net budgeted amount:

Allowable Retirement Contributions Exception (I - k):

v 12-18-12

for 2012-2013

$57,864,231
$56,510,531
12.36%
$6,984,702
$3,492,351
50.00%
$3,492,351
$1,329,111
$1,304,329
$161,215
$80,608
$3,411,743

for 2013-2014

$59,283,651
$56,510,531
16.93%

$9,567,233
$4,783,617

50.00%

$4,783,617
$1,354,364

$1,304,329
$220,823
$110,412
$4,673,205

1.7%

$58,000

$1,261,462

$1,203,462I
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