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Agenda

- Governor’s State of the State Address
- FY2019 Revenue Assumptions
- FY2019 Review of Mandatory Expenses

- FY2019 Budget Development Process Update
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Goals

Review Governor Deal’s State of the State address and the impact to APS
Drill into the revenue assumptions for FY2019 in more detail
Review the mandatory cost increases on the FY2019 budget

Align on recommendations to close the potential FY2019 budget gap
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Governor’s Address
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Governor’s FY2018 Midterm
Budget

» $86.6 million for midterm adjustment for enrollment growth

» We developed the FY2018 budget assuming the state growth in the
original budget forecast; unlikely to require a budget adjustment

» $17.6 million for Forestland Protection grants (under Dept. of
Revenue)

» No anticipated increase for APS
» $16.4 million State Commission Charter supplement
» No anticipated increase for APS

» $2.4 million autism services for children under 21 (under Dept. of
Behavioral Health and Developmental Disabilities)

» Minimal impact to APS anticipated

» -S$1 million for the Special Needs voucher program

» Minimal impact to APS anticipated
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Governor s FY19 Proposed Budget'

This is the first step of the budget process, Governor’s recommendations
to the General Assembly. Now goes to house

» No funding for salary increase outside of T&E

e Continues a $166,769,846 austerity cut to the QBE funding
- APS impact is approximately $3.8 million
e $361.7 million for Teachers' Retirement System (to fully fund the
actuarially determined employer contribution)
- Certified employees only; local revenue must cover TRS increase for
all other classified employees
e $260 million for capital outlay bonds (nothing for vocational equipment
or buses included)
- Impact to APS TBD
e $119.5 million for 0.38% enrollment growth and training and experience
(T&E)
- Impact to APS TBD
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Governor’s FY19 Proposed Budget
Continued

e $34 million dual enrollment (under Technical Colleges)
- Impact to APS TBD

e $30 million equalization
- No impact to APS
e $22.9 million to implement
recommendations from Commission on Children's Mental Health
- Impact to APS TBD

e $9.8 million State Commission Charter Supplement
-No impact to APS

e $1.6 million to establish a leadership academy (under Office of Student
Achievement)

-No impact to APS
-$1.2 million for differentiated pay for newly certified math and science
teachers

- Minimal impact to APS

-$580,542 for school nurses

- Minimal impact to APS ) ATLANTA
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FY2019 Revenue

Assumptions

l ATLANTA
. | ! PUBLIC

SCHOOLS



Revenue Assumptions

» State: State funding unknowns

Austerity not restored, continued but slowing growth mostly offset by
increases to the Local Fair Share ($10.5 million); approximately 2%
growth annually

> Local:

Assumes continued conservative growth based on historical trend for the
out years of approximately 3%

Unknown legislative impacts to revenue including potential caps,
potential exemptions

> Other:

Assumes decline based on actual buyback of services from partner and
charter schools
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Considerations for Discussion

Local

A mil of tax is equal to
$1.00 per every $1,000
of assessed valuation

of real estate property

Total millage has not
changed since 2012
when the debt service
millage was increased
by .046 to .100

As debt was paid, in
2016 & 2017 Debt
Service millage was
moved to M&O

One mil currently
generates about $23
million
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Considerations for Discussion
Local

» Approximately 71% of Local

general fund revenue comes $700
from local property taxes

Millions

$600

» Large growth in FY2016 was
reversed by successful $500
appeals in FY2017
$400
» Fulton County Residential
Property Assessments were $300
frozen for FY2018 to 2016
levels $200
» DeKalb reduced property $100
values in FY2018 by 20% in
$-

response to Fulton's freeze
FY2015 FY2016 FY2017 FY2018 FY2019 FY2020 FY2021 FY2022
The projections assume an Audited Audited Actuals Current  Projection Projection Projection Projection
Budget

approximate 3% increase for
FY2019 and the out-years
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Update from Fulton County Tax
Assessor

» Goal - Restore public confidence by employing a three-pronged Appraisal and Assessment
Systems Improvement Strategy

1. Data Quality Improvements

» Invest resources into improving the quality of the data upon which an appraisal
analysis is based, baseline review of current business processes' performance,
determine the gap between current performance levels and desired/expected
performance levels

2. Citizen Experience Improvements

» A new tax assessor website, with up-to-date features and a user-friendly platform
hosted by the tax system provider (Q3 of 2018)

» Implementation of a taxpayer interface application will allow each tax payer to
interface directly with the Tax Assessor's Office for key customer service tasks

3.  Communication Improvement Plan

» Focus on key audiences and stakeholders (Fulton County property owners, taxing
jurisdictions, elected officials, the media and key partners)

» Primary objective is to increase public confidence

» Secondary objective will be to set expectations with property
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Pending Legislation

» LC 44 05702 (City of Atlanta Independent Schools)

» Provides an exemption from ad valorem taxes in an amount by
which the current year assessed value exceeds the adjusted year
assessed value by a capped percentage

» Base year assessed value adjusted annually by the lesser of 3
percent or the percentage increase, if any, in the CPI for all urban
consumers, U.S. City Average, all items 1967-100 - (2017 average
through November is 2.12%)

» Base year is the 2016 taxable year
» Effective with the 2019 taxable year

» Exemption does not apply to improvements or additional land
added after the base year

» Bill requires the residents of Fulton County and the City of Atlanta

to vote “yes” or “no.” Vote for election of the Bill is proposed for
May 22, 2018.
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Considerations for Discussion
State

» Assumes continuation State
of austerity cuts at $250
current rate

Millions

$200 $203 $206 $209

$197 $198

» Increases for those $200 $188
employees eligible for $167
TRS reimbursement $150
for the state
. $100
» Assumes an increase
for LFS contribution
by approximately 590
$10.5 million
$_

g 2 FY2015 FY2016 FY2017 FY2018 FY2019 FY2020 FY2021 FY2022
> ASSU mes Cont] n Uat] on Audited Audited Actuals Current  Projection Projection Projection Projection
of current year Budget

allocations for most
state grants
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Considerations for Discussion

Other

» Includes Payments in Lieu
of Taxes, tuition,
investment interest, rental
of facilities, sale of assets,
lost and damaged
reimbursements, charter
buy-back, field trips, and
other sources

» FY2018 assumes one-time
E-Rate increase

» Federal Reimbursement
Rate declining

» OQOut-years assume
flattening in buy-back
services from charter and
partner schools

Millions

$16

$14

$12

$10

$8

$6

$4

$2

$14

FY2015
Audited

$11
I $10 $10 $10 $10 $10

FY2016
Audited

FY2017
Actuals

Other

$14

FY2018
Current
Budget

FY2019  FY2020 FY2021 FY2022
Projection Projection Projection Projection
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Considerations for Discussion
Fund Balance

Rz Rl ctacile Ending Fund Balance
practice of maintaining
a fund balance above $180.00
7.5% of revenue, but s16000 17

In Millions

below the statutoril
required cap of 15% $140.00
» The Fund Balance is $120.00 $109.70
equal to assets less $100.00 $04.04
liabilities for the : ' se130 8360 oo st
calendar year and does $80.00 $75.37 '
not represent the cash
on hand at any given $60.00__ - - - - - - - - ——
time $40.00 Minimum
» With an approved FY18 620,00 FY2018
budget of $783.5

million, the acceptable $-
fund balance range -is FY2010 FY2011 FY2012 FY2013 FY2014 FY2015 FY2016 FY2017 FY2018

between $58.7 million
and $117.5 million
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FY2019 Review of

Mandatory Expenses




Expend1ture Assumptions

Neighborhood school enrollment flattening districtwide but pockets of growth
and decline

» Charter schools will continue to scale-up, receive a portion of all new revenue,
and receive increasing enrollment

» Unfunded Pension increases will continue based on the approved actuarial
payment plan; 3% increase annually

> CRCT Remediation will continue to decline as students matriculate
» Continued support of turnaround strategy and additional partner school
> School Allotments and Student Success Funding Formula

» Special Education will continue to grow but at a slower pace as many “correcting”
adjustments have been made in previous year budgets

> Signature Programming will still be supported and continue to increase as schools
move from early to intermediate to advanced stages of implementation

> Charter System flexibility investments will continue and likely increase as the
administration reviews current allotment formulas and makes recommendations to
ensure increased equity, transparency, and autonomy

» Compensation Strategy includes the cost equivalent of a 2% COLA in each out
year and a continued scaling of TRS (4% in FY2019 and 2% in each out year)

» Employer contribution for health care costs (currently $945PP/PM; increase for
FY2018 was $1.3 million)

> General Administration budgets remain flat with a CPl adjustment on some non-
personnel line items
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Considerations for Discussion

Enrollment

» Less than 1% growth
districtwide from
FY2018 levelling to
FY2019 projections

» Charter school growth
continue to outpace
traditional schools.
Total growth 3.6%

» Carver transitions to
partner school in
FY2019
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Considerations for Discussion
Charters

» Charter School Charter Schools
enrollment continues . $160
to scale as grade S o 6135
levels are added to §124 $128

FY2022

. 9 $116
existing charter $120 $110
$101
schools $100 $95
» Charters receive a $80
proportionate share of o
local revenue based
on their QBE $40
allotments $20
Charter enrollment -

Cont]nues tO ]ncrease FY2016 FY2017 FY2018 FY2019 FY2020 FY2021
at a higher pace than
traditional schools
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Considerations for Discussion
Unfunded Pension

» The annual pension Unfunded Pension
liability payment , $62
represents 7% of S
general fund spending = -

» Unfunded Pension will $56

$57
$55

continue to increase 650 $53
by 3% until the $52
pension program is $52 $50
fully funded in 2027 850

$48

$46

$44
FY2016 FY2017 FY2018 FY2019 FY2020 FY2021 FY2022
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Considerations for Discussion
CRCT Remediation

» CRCT Remediation CRCT Remediation
Funds will continue to $5
decrease each year o
until FY2021 when all $3.51
impacted students will ™ $3.02
have graduated or left ¥ e 625

the system $3
$2

$4.03

Millions

$2.03

$2

$1

$1 $0.42

FY2020 FY2021 FY2022

FY2016 FY2017 FY2018 FY2019
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Considerations for Discussion
Turnaround and Partner Schools

» FY2017 Thomasville
Heights

» Increase in FY2018 to
cover 3 new partner
schools (Price,
Gideons, Slater)

» Increase in FY2019 to
cover the addition of
Carver High School

» FY2020 Woodson Park
transitions to partner
school

Millions

$60

$50

$40

$30

$20

$10

$3

FY2016

Turnaround and Partner Schools
$53 $54 355
$45

$37

$17

FY2022

FY2021

FY2017 FY2018 FY2019 FY2020
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Considerations for Discussion
Signature, Cluster, and Flex Funds

» Signature Funds Signature, Cluster, and Flex Funds
allocated to schools to 850
support their specific S g5
signature program 2 410
(STEM, IB, or College 435
and Career) $30
$3
» Cluster Funds: allocated $25 - =
to schools to support 520 = $15
cluster initiatives $15 - §12 $11 B
$10
» Flex Funds: allocated to o o
schools to allow for N
additional school-based FY2016 FY2017 FY2018 FY2019 FY2020 FY2021 FY2022
flexibilities ®Flexibility ®Signature ®Cluster
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Considerations for Discussion
Compensation and Benefits

>

APS Compensation and
Benefits are
approximately 65.7% of
General Fund total
expenses

1% COLA and the cost of a
Step Increase will cost the
district $7.3m

The district's contribution
to TRS has been steadily
increasing.

> FY16 14.3%

> FY17 14.3%

> FY18 16.8%

> FY19 20.9%

Increase in the enrollment
(staff increase) or an
increase in salaries will
increase TRS and Health
Benefit Expenditures

Millions

$600

$500

$400

$300

$200

$100

Salaries, TRS, and Health

FY2016 FY2017 FY2018 FY2019 FY2020 FY2021 FY2022

BSalary ®State Health ©TRS Contributions
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Looking Ahead to FY19

Mandatory expenses continue to grow and will make up half of the total
general fund budget. These expenses outpace new revenue estimates for
FY2019 and going forward.

FY2022
FY2021
FY2020
FY2019
FY2018
FY2017

FY2016

$- $50 $100 $150 $200 $250 $300 $350 $400 $450
Millions
H Charter Schools ETRS Contributions & Special Ed MOE “Pension Liability B Strategic Priorities

, CRC ) ATLANTA
o lides Tumaround, CRCT. | A ATLANTA
Signature Programing 26 m SCHOOLS
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Anticipating the Budget Gap

» Holdback from School Allotments = $4.5 million

» Department cuts based on enrollment declines and Carver
move to Partner school = approximately $4 million
(departments will submit two budgets; one encapsulating
this reduction but also a request aligned with district
transformational strategy)

» Current assumptions include paid step increase... may need
to revisit
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FY2019 Budget

Development Process

Update




Budget Development Process

Senior Cabinet
Updates 3:00-4:00:
e January 23
* February 6
e February 13
* February 20
* February 27

Senior Cabinet

Retreat:
* February (TBD)

Departments
Budgets Released:

* January 17
Training:
e January 19

Support Sessions:
* January 22-26

Budgets Locked:
* February 19

Schools

Budgets Released:

* January 12

Workshop:
e January 16-17

GoTeam Approval:

+ Early March

Budgets Locked:
* March 9th

Board
Budget
Commission:

» September 21
e  October 19
* November 16

e January 18

* February 15

e March 15

e April19

e May 17
Tentative Adoption:
* May7

Final Adoption:
e June4

PUBLIC
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Wrap-Up and Next Steps

» Next Commission meeting February 15t 2018

» First public budget hearing for Fiscal Year 2019 General
Fund Budget and Tentative Adoption

> May 7, 2018

» Conduct Regional Public Meetings on FY2019 Budget
» Throughout May

» Second public budget hearing for Fiscal Year 2019
General Fund Budget and Final Adoption

» June 4, 2018
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Appendix
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Guiding Principles for Revenue
Consideration

Guiding Principles under which the Board will consider using a millage rate increase in
order to advance the organization’s mission and vision:

» If the budget contemplates significant investments in strategic priorities above current
operational costs

» If the Board can identify that the District is making continuous improvement toward
using all available resources (including special revenue, partnerships, SPLOST, and
general funds) in a more efficient and effective manner

» |If the budget proposals support the District’s transformational strategy

» If mandatory expenses (pension, MOE, healthcare, etc.) increased to a point where they
were significantly impeding on the ability to accomplish the District’s mission and vision

» If the Board believed that not raising the millage rate would impede the District’s ability
to deliver on promises to stakeholders (signature programs, turn-around, whole-child
development, to address equity)

» If unfunded mandates emerge from the General Assembly
If there is significant loss of long-standing revenue streams

If the increase will not inhibit the economic stability of local neighborhoods
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Guiding Principles for Revenue
Consideration

The Board will consider utilizing the amount of fund balance above 7.5% of
prior years budgeted expenditures under the following conditions:

» To fund one-time expenditures that are nonrecurring in nature and which will
not require additional future expense outlays for maintenance, additional
staffing or other recurring expenditures

» To pilot new programs or to fund other short-term priorities of the Board

» To meet emergencies and unexpected expenses throughout the year
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FY2019 Resource Parameters
Last revised September 21, 2017

1. The District will implement the expenditure parameters using the current millage rate or the Board’s
Guiding Principles for Revenue Consideration to support the mission and vision.

2. The District will continue to identify grant generating opportunities, assess the required millage rate,
and/or seek additional business, philanthropic and community partnerships in an effort to support the
ongoing transformation of APS.

3. The District will maintain a fund balance between 7.5% and the statutory limit of 15% projected
expenditures.

4. The District will analyze and explore all funding sources including grants and special revenue to
maximize resources and supplement the general fund.

5. The District, with support and collaboration from other stakeholders, will continue to identify and
encourage grant generating opportunities, especially through our Partnerships Office.

6. The District will identify and sunset ineffective programs to redirect human resources and funding where
possible.
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Guiding Principles for FY2019
Expenditure Parameters

» Depth vs. Breadth with unfavorable revenue projections
and increasing mandatory costs, a focus should be on
making deeper investments in specific parameters
instead of distributing funds over too many disparate
priorities

» Budget parameters should be in alignment with the
District mission, vision, strategic plan, and with the
charter system operating model
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Our Theory of Change

Flexibility & autonomy are means to an end, not ends themselves...

If we...

Build the capacity of
school-based decisions that best

leadership teams and meet the needs of their

We will be positioned
to achieve our
mission of ensuring
our kids graduate
ready for college &
careers.

empower them... unique school
communities...

Schools must look and feel different
as a result of flexibility & autonomy
if we expect the strategy to produce

different outcomes for students
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FY2019 Expenditure Parameters

Last revised September 21, 2017

1.
2.

The District will allocate resources pursuant to the District’s definition of equity.

The District will continue investing in the Turnaround Strategy, providing additional support and

interventions for schools that have been chronically struggling on the state accountability metric

(in support of the District’s mission that every student will graduate ready for college and career,

and the vision of being a high-performing school District).

The District will recruit, develop, retain, and promote high-quality staff by investing in a robust

talent strategy that includes a multi-year compensation model, pipeline development work,

professional development, and coaching and career pathways (in support of the Talent component

in the District’s Strategic Plan).

The District will continue implementing its charter system operating model and core components of

signature programming, cluster and flexibility funds, investments in a College and Career Academy,

and a community engagement strategy (in support of the District’s mission that every student will

graduate ready for college and career, and the vision of engaged families).

The District will fund pension obligations in accordance with State statute and actuarial standards.

In support of the charter system model, the District will modify the current school allotment plan

to increase transparency, equity, innovation, and autonomy with accountability so that Principals

and local GoTeams can make decisions aligned with their specific needs with a focus on:

» investments in Pre-K through 3rd grade to ensure all students are reading by the end of 3rd
grade.

» whole-child development, including positive behavior supports, arts and athletics.

» leadership development.

» access to quality Early Childhood Education.
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Draft Calendar for Review

Item Description
1Board Meeting -
2Board Budget Commission Meeting
Board Meeting; Draft Fiscal Year 2019 Budget Parameters and
Timeline presented in Finance update at work session
4Board Budget Commission Meeting
5Budget and Finance Advisory Committee (BFAC)
6Board Meeting; Board approves calendar and parameters
7Board Budget Commission Meeting
8Budget and Finance Advisory Committee (BFAC)

Board Meeting; Board reviews/discusses Fiscal Year 2019 budget
assumptions, staffing formulas, and strategic priorities

v 10Board Meeting
v Governor's State of the State Address and Education Budget
11
(OMB)
v 12Board Budget Commission Meeting
v 13Budget and Finance Advisory Committee (BFAC)
14Board Meeting; Fiscal Year 2018 Mid-Year adjustment
15Board Budget Commission Meeting; FY2019 Budget Primer
16Budget and Finance Advisory Committee (BFAC)
17Board Meeting
18Board Budget Commission Meeting; FC Tax Commissionerand FC
Chief Assessor Board Presentation
19Budget and Finance Advisory Committee (BFAC)
20Board Meeting
21Board Budget Commission Meeting; Special Revenue, SPLOST,
School Nutrition, Debt
22Budget and Finance Advisory Committee (BFAC)
23Board Meeting; Superintendent presents the Fiscal Year 2019
Budget to the Board (Tentative adoption)
First public budget hearing for Fiscal Year 2019 General Fund
Budget
Conduct regional public meeting for Fiscal Year 2019 General Fund
Budget

AR U N N R N

24

25

Yellow Denotes Board Budget Commission, Green denotes BFAC

Dates
Tuesday, September 5, 2017
Thursday, September 21, 2017

Monday, October 9, 2017

Thursday, October 19, 2017
Thursday, October 19, 2017
Monday, November 13, 2017
Thursday, November 16, 2017
Thursday, November 16, 2017

Monday, December 4, 2017

Monday, January 8, 2018
Monday, January 15, 2018 (est.)

Thursday, January 18, 2018
Thursday, January 18, 2018
Monday, February 5, 2018
Thursday, February 15,2018
Thursday, February 15,2018
Monday, March 5, 2018

Thursday, March 15, 2018

Thursday, March 15,2018
Monday, April 9, 2018

Thursday, April 19, 2018
Thursday, April 19,2018
Monday, May 7, 2018

Monday, May 7, 2018

Tuesday, May 8, 2018
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Draft Calendar for Review,
con’t

Item Description

Dates

Tuesday, May 15, 2018

zf

poard buaget Lommission lvieeting

rnursaay, viay 17, ZU1o

28

Conduct regional public meeting for Fiscal Year 2019 General Fund
Budget

Tuesday, May 22, 2018

29

Conduct regional public meeting for Fiscal Year 2019 General Fund
Budget

Tuesday, May 29, 2018

30

Board Meeting; Superintendent presents the Fiscal Year 2019
Budget to the Board (Final Adoption)

Monday, June 4, 2018

Second public budget nearing 1or Fiscal Year U710 General Funad

31 Monday, June 4, 2018
Budget Y ’

32 Advertise and publish notice of tax rate and budget TBD July
Advertise the first and second public hearings for the tax Millage

33 P 9 9 TBD July
rates
Advertise the tax digest for the five year history Fiscal Years

34 TBD Jul
2013-2018 Y
Advertise the third public hearings for the tax Millage rates (If

35 P 9 9 { TBD July
necessary)
Deadline for millage rates to be delivered to Fulton County Tax

36 e 9 y TBD July
Commissioner
Final adoption of the tax Millage rates for Fiscal Year 2019 (may

37 require a called Board meeting (public hearings) depending on the TBD July
county's schedule and millage rollback)

38 Hold the first and second public hearing on the tax Millage rate TBD July

39 Hold the third public hearings for the tax Millage rates (If necessary TBD July

40 Tax assessor provides final appraisal values to the District TBD July

Yellow Denotes Board Budget Commission, Green denotes BFAC

) ATLANTA
PUBLIC
SCHOOLS



