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To:  Dr. Robert O’Donnell

From: Jeffrey Ammerman

RE: 2012-13Preliminary Budget
Date: December 15, 2011

Attached is the preliminary budget on PDE-2028 form. The budget has quite a number of
assumptions that are included with it. The only local revenue that was allowed to
increase was real estate tax. Assessed value was assumed to increase by 1%. All
available exceptions were assumed to be used. After using the official form and putting
in the numbers, the actual maximum millage rate that appears to be allowable (the final
official exception worksheets are still unavailable) is 38.067 mills. This equates to a
3.3% tax increase and an increase of 1.217 mills over the current rate of 36.85 mills. The
corresponding dollar increase to the average homeowner would be $85. Until the final
exception worksheets are made available, this may change, but it should vary only
slightly by .1% or so.

At the state level, the following assumptions were made:

1. The only state revenues that would increase are the state share of FICA and
PSERS

2. Basic Education Funding was assumed to fall by $500,000 to partially offset the
increased PSERS funding. This is hoped to be a conservative assumption. It
takes into account the possibility of the state funding some of their share of the
PSERS increase through a reduction in Basic Education Funding.

3. The $128,000 of Accountability Block Grant Money was assumed to continue.

4. There is no reflection of property tax reduction money in state revenue. The form
does not allow for that to occur. This is not a net reduction in revenue, however.
Property tax revenue is shown by an equally higher amount in the local section.
This is a quirk of the state preliminary budget form and is not an assumption that
there will be no property tax reduction money this year.



Federal revenue was assumed to remain flat.

All operating expenses except for PSERS and Health Insurance were assumed to grow at
1.7%. Health Insurance was assumed to grow at 12%. PSERS is per the rate recently
certified. (12.36% in 12-13, up from 8.65% in 11-12). The current PSERS pre-funding
strategy is assumed to continue ($515,000 increase in fund balance in 12-13). The $1
million of money that was transferred to capital reserve for 11-12 was also assumed to
continue in 2012-13.

PSERS Rate Changes

PSERS has recently certified a rate of 12.36% for 2012-13. Additionally an estimate of
future rates was produced. The changes are represented below:

Salary at

amount in 12- "Old" PSERS PSERS

13 Preliminary PSERS "New" "Net" at "Net" at
Year Budget Rate PSERS Rate | Old Rates New Rates  Difference
12-13 58,258,002 12.19% 12.36% 3,550,825 3,600,345 49,519
13-14 58,258,002 16.69% 16.75% 4,861,630 4,879,108 17,477
14-15 58,258,002 21.18% 21.25% 6,169,522 6,189,913 20,390
15-16 58,258,002 23.66% 25.56% 6,891,922 7,445,373 553,451
16-17 58,258,002 24.50% 26.26% 7,136,605 7,649,276 512,670
17-18 58,258,002 25.27% 26.80% 7,360,899 7,806,572 445,674
18-19 58,258,002 26.24% 27.53% 7,643,450 8,019,214 375,764
19-20 58,258,002 26.96% 28.04% 7,853,179 8,167,772 314,593

Rates Reach Maximum in 19-20
Items for Discussion throughout the Budget Process

State funding is unknown. A $500,000 decrease in BEF was assumed. If this does not
come about, the District will have additional funding.

The PSERS funding strategy will be reviewed in light of salary changes and PSERS rate
changes. Funding of capital projects will need to be reviewed, both from a short term
basis and a longer term basis.

On the personnel side, reducing staff through attrition where possible will remain a focus.
Supplies and equipment should also be focal points of our budgeting strategy. Compared
to our cohort group, we spend significantly more in these areas. The data from 2009-10 is
below.



Supplies and Supplies and

District Equipment # of Students Equipment/Student RANK
Lower Merion SD $7,281,220 6,782 $1,074 1
State College Area SD $4,979,626 7,226 $689 2
Parkland SD $5,459,666 9,555 $571 3
Cumberland Valley SD $4,048,682 7,844 $516 4
Tredyffrin-Easttown SD $3,294,234 6,397 $515 5
Abington SD $3,485,900 7,499 $465 6
North Allegheny SD $2,861,622 8,181 $350 7

As we proceed through the budgeting process and review our budget analysis reports, we
will review more specifics about spending in this area.

Summary

With all of the assumptions incorporated in the preliminary budget, the District budget is
$1.7 million out of balance even with a 3.3% tax increase. There is a provision for
$300,000 of budgetary reserve money for unforeseen expenses that is typically not
funded through taxation. That would leave the gap at $1.4 million. This is based upon a
number of potentially conservative assumptions. For the last few years, we have
proceeded with passing an out of balance preliminary budget and worked to close that
gap throughout the Spring. As time goes on, some assumptions can be replaced with
more concrete information. We will need to determine if that approach is still acceptable.

There are some supplementary materials in addition to the required PDE-2028 attached to
this memo. Pie charts showing values and percentages for expenses and revenue are
included. Some highlights of what we spend in some major areas are listed. Also, details
about historical and projected special education expenses were requested.



2012-13 Preliminary Budget Expenses by Amount

Transfer to Capital
Reserve, 1,000,000

Debt Service, 6,373,173

PSERS Pre-funding

Athletics/Fees/Other, Strategy, 515,000

2,715,684

Minor Capital Projects,
1,975,891

Supplies/Equip/Utilities,
5,828,099

Other Purchased Services,
9,125,889

Purchased Property

Services, 2,065,203 Salaries, 58,258,002

Professional Services,
2,217,883

Other Benefits, 7,058,839

PSERS, 7,200,689

Health |nsurance, Total EXpenseSI $118,334,351

14,000,000



2012-13 Preliminary Budget Expenses by Percentage

Transfer to Capital Reserve

Debt Service 1%

5%

Athletics/Fees/Other

PSERS Pre-funding
2%

Strategy

. . . 0%
Minor Capital Projects

2%

Supplies/Equip/Utilities
5%

Other Purchased Services
8%
Salaries
49%

Purchased Property
Services
2%
Professional Services
2%

Other Benefits
6%

Health Insurance
12%



2012-13 Preliminary Budget Revenue by Amount

Other State Revenue,

FICA Revenue, 2,195,920 1,643,440

PSERS Revenue, 3,600,345 Federal Revenue, 1,300,000
Special Education Funding,
3,221,641

Basic Education Funding,
5,807,886

Other Local, 2,000,000
Real Estate Tax (All),
Realty Transfer Tax, 81,327,250

1,500,000

Earned Income Tax,
14,000,000

Total Revenue: 116,596,481



2012-13 Preliminary Budget Revenue by Percentage

FICA Revenue Other State Revenue
2% 1%

PSERS Revenue
3%

Federal Revenue

Special Education Funding 1%

3%

Basic Education Funding

Local Total: 85%
5% )

State Total: 14%

Federal Total: 1%

Other Local
2%

Realty Transfer Tax
1%

Earned Income Tax
12%

Real Estate Tax (All)
70%



What would we spend on....? (all numbers are rounded)

Teacher Salaries?

Health Insurance?
Support Staff Salaries?
Pension Contributions?
Debt Service?

School Bus Transportation?
Administrator Salaries?
Utilities?

Athletics?

Technology Equipment?
Supplies?

Other Equipment?
Textbooks and Software?

Clubs/Activities?

Some expenses fall into more than one category (i.e.
transportation includes some expenses for athletics).

$41,000,000
$14,000,000
$10,600,000
$ 7,200,000
$ 6,300,000
$ 5,700,000
$ 5,500,000
$ 2,000,000
$ 1,800,000
$ 1,800,000
$ 1,800,000
$ 700,000

$ 600,000

$ 500,000
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SPECIAL EDUCATION STIMULUS SPENDING

Project/Initiative:

#1 Response to Instruction & Intervention

#2 Competent Learner Model

#3 Transition

#4 Teacher and paraprofessionals

#5 Contracted Services

#6 Specialized Placements

69,147.61
15,299.19
15,959.82
208,105.07
193,415.34

76,816.19

#7 Curriculum materials and psychological instruments 181,868.95

#8 Technology

Total:

327,316.83

$ 1,087,929.00

SPECIAL EDUCATION OVERALL SPENDING (1200 Function Only)

Salaries

Benefits

Purchased
Services

Supplies/Equip

Total

2007-08 2008-09 2009-10
6,819,419 7,127,024 7,524,171
2,709,944 2,801,764 3,099,337
1,788,912 1,992,574 2,250,019

211,622 275,012 429,690

11,529,897 12,196,734 13,303,217

2010-11 2011-12 2012-13
Budget Prelim
Budget
7,731,392 7,600,750 7,729,963
3,502,154 3,866,289 4,478,323
2,179,840 1,817,600 1,848,500
339,557 204,316 207,790
13,752,943 13,488,955 14,264,576





