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EXECUTIVE SUMMARY
Message from the Superintendent and CFO

Kyrene Community,

We are pleased to present the 2020-21 Kyrene Elementary School District Budget Annual Report. This work
represents a comprehensive, detailed accounting of the district’s financial profile. It reflects the many changes
the District has made to implement best practices in budgeting and financial management and is responsive to
the findings of a comprehensive audit of District policies and practices that was completed in 2017. This report
allows the Kyrene community to have a better understanding of the overall budget process, illustrates how
resources are aligned with educational outcomes, and provides insight into the budgetary challenges faced by
the District. It is also an opportunity to highlight some of the important work taking place across the District.

The Kyrene School District has been educating children since 1888, and over the past 130 years, we have worked
hard to establish a reputation as a high performing district. While we embrace our history, we continue to pursue
innovative programs that will ensure our students are prepared for the future.

As | enter my fifth year as Superintendent in Kyrene, | continue to be amazed by the commitment of our school
leaders, our teachers and staff, our parents, and our community to the goal of ensuring every student has the
opportunity to realize their full potential. It is our commitment that in return for this support, the District will be
accountable and transparent in its management and use of public funds toward achievement of that goal.

While much has changed over the last century, one thing remains constant—we put students at the heart of
everything we do. In 2019-20, we continued to provide our families with engaging, challenging educational
environments which promote and inspire passion for learning, leading, and achieving. In 2019, the District
launched a new program that reimagines the standard classroom structure by combining innovative practices in
learning environments, methods and staffing.

Innovation in Education—SPARK School

One of the hallmarks of the 2019-20 school year was the opening of the SPARK
| School. The SPARK School, located on the campus of Manitas Elementary, can
serve up to 120 students across three grade levels, taught by a core team of six
educators: one Teacher Executive Designer (TED), two certified teachers and
three teacher candidates. The SPARK learning studio is open and dynamic,
equipped with furniture designed for flexibility and collaboration.

This model is the culmination of two years of effort that involved more than 100 Kyrene stakeholders
participating in a design process facilitated by ASU’s Mary Lou Fulton Teachers College. Community input and
participation is an important part of the process and continues to influence the program’s design. It joins the
other signature programs in Kyrene, including the Kyrene Traditional Academy, two dual-language (Spanish)
academies, international languages (Mandarin, American Sign Language), and International Baccalaureate
Programme, “Leader in Me” Leadership Academies, Gifted and Talented Programs, STEM and Early Learning
programs.
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Commitment to Equity in Education

Kyrene School District is committed to ensuring equity among all students through the development of a system-
wide culture of inclusion. This systemic approach includes professional development for all educators, leaders
and staff members. In making professional development a cornerstone of Kyrene's equity work, the District will
be better equipped to address key elements of Kyrene's Strategic Plan 2022, by increasing the knowledge and
skills of our staff in the areas of diversity, equity, inclusion and restorative practices.

The District contracted with a consultant to develop a plan for equity and inclusion.
They worked with school administrators and began to implement professional
development work with staff in 2019-20. They also engaged representatives on the
Superintendent/Student Council on skill building and identifying ways they could
lead the work of equity and inclusion at their schools. The Superintendent also
convened a diverse group of representatives from the Kyrene community to inform
District practices on equity and inclusion.

In addition to the work with the consultant, the District has implemented a multi-tiered system of support for
academic, behavioral and social-emotional intervention to address gaps in achievement and discipline. This
includes ensuring that each school had a full or half-time counselor or social worker to provide additional
support to students.

While the current focus is on implementing a safe return to the classroom for the 2020-21 school year, the
District recognizes the impact of COVID-19 has been especially challenging for some students, and the continued
commitment to providing social/emotional supports to meet their needs will be even more critical in the year
ahead.

The most significant development that impacted both District operations and the budget was the onset of the
COVID-19 pandemic. In January, as information began to emerge regarding the COVID-19 virus, the
Superintendent convened the Emergency Management Team (EMT), a team that includes administrative
leadership, department directors, representatives from school effectiveness, technology, communications and
marketing, community education, safety and security, and school health departments, began to meet to discuss
plans for a possible pandemic. The EMT conducted a comprehensive review, update, and implementation of the
District’s Emergency Operations Plans (EOPs). They collaborated with local health departments and other
relevant partners for guidance in developing a response. This included strategies for social distancing and school
dismissal, strategies for continuing education, meal programs, and other related services in the event of school
closure.

In March, the decision was made to close schools for the remainder of the 2019-20 school year, and the “Learn at
Home” plan was implemented. Staff mobilized to convert classroom instruction to digital learning, distribute
laptops and hotspots to staff and students who needed them, arranged for delivery of meals to students in need,
and cleaned/sanitized all District facilities.

Upon completion of the school year in May, the District began a comprehensive review of the online instruction
provided during the closure of schools. This included analysis of the results of a survey of families to identify
their needs and preferences for returning students to school for the 2020-21 school year. Plans were then
developed including the creation of a year-round school that would provide online instruction, the Kyrene Digital
Academy.

2|Page



The District also developed plans that would allow parents the
option to have their child(ren) return to in-person instruction or
continue learning from home, as well as a contingency plan that
would have all students learning from home, should the data on
the spread of the virus not meet the benchmarks established by
the state for safe return to school. As required by Executive
Order 2020-51, the District developed and made public its
mitigation plan, following the guidelines of the Centers for
Disease Control and Prevention, the Arizona Department of
Health Services, the Arizona Department of Education and the
Maricopa County Department of Public Health. The Executive
Order also mandated provision of in-school support services for
select groups of students (students with special needs, students
in foster care and children whose parents were considered
essential personnel).

As we move forward in 2020-21, the critical challenges facing
the District will be a continued response to the pandemic.
Addressing the budgetary impact of reduced revenue and
increased expenses related to COVID-19 will be a high priority,
in addition to keeping pace with the benchmarks related to the
goals and objectives of our strategic plan and commitment to
student achievement.

We are confident, that we now have the systems in place to respond to these challenges. The use of best
financial and budget management practices has never been more critical, and we will continue to make
improvements to ensure the District can meet its obligations to our students, their families, our staff and the
community to retain our status as a high performing District.

@, j-ub

Dr. Jan Vesely, Superintendent

Chris Herrmann, Chief Financial Officer
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Organizational Overview

Strategic Plan

The District’s Strategic Plan serves as a roadmap for achieving our
vision where all students in Kyrene achieve at their maximum
potential to become the problem-solvers, creators, and visionaries
of tomorrow. The plan assumes an active, continuous
improvement process with oversight. Goals and targeted
measures (quantitative, qualitative, and perceptual) drive the
work of the district and focus efforts toward accomplishing our
vision and mission. The relationship between expectation and
results creates influence throughout our schools, relying on
contributions across our community and organization so shared
focus is on doing the right things and doing them well.

HIGH QUALITY
TALENT

RESPONSIVE COLLECTIVE
ORGANIZATION GOVERNANCE

INCLUSIVE
CULTURE
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Five Focus Areas of
the Strategic Plan

High Performing Students
Provide a dynamic learning environment
that maximizes student growth and
performance.

High Quality Talent
Attract and retain quality teachers,
administrators, and education support
professionals.

Inclusive Culture
Promote a culture of respect, high
expectations, collaboration, and shared
accountability.

Responsive Organization
Optimize district-wide systems to
create an effective, agile, and safe

organization.

Collective Governance
Provide the conditions and necessary
resources for student success.




Budget Process

Kyrene’s budget development process is designed to
establish 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, meaning that expenditures
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 continuously evaluated
using cost-benefit analysis.

The District operates under an annual budget, with
fiscal years beginning July 1st and ending June 30th
each year. 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.

In January, the Governor’s office presents a statewide
budget proposal, and that is typically when the District
has the first opportunity to see what funding might be
coming from the state. Ultimately, the state budget is
not finalized until it is approved by both the House and
Senate and signed into law by the Governor. During the
spring, work takes place with directors, principals, and
department heads to develop a detailed operational
budget for the upcoming fiscal year. This involves the
areas of organizational staffing, departmental spending,
capital projects, and estimating revenue projections.
Because of limited state funding resources, 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.

Financial Overview
Fiscal Year 2021 Budget Highlights

Budget information is shared throughout the spring
during public Governing Board presentations. 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, as required
by state law.

By July 15
Proposed budget must be
presented at a public hearing

woted on during a
g Board meeting

April-May
Legislature finalizes and
approves state budget

g

The capital budget is developed concurrently with 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 to identify 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.

January
Governor presents state-
wide budget proposal

The Fiscal Year 2021 (FY21) budget included additional financial and economic challenges due to the coronavirus
(COVID-19) pandemic. School districts did not receive additional state funding to address the additional costs incurred
in FY20 or FY21 as a result of COVID-19, and the only additional funding came from the Federal CARES Act. However,
the amount of CARES Act funding for Kyrene only covered 16% of the total financial impact related to COVID-19.
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Buaget Challenges

The District faced three significant financial challenges to develop a balanced budget in FY21 as a result of
COVID-19, general economic conditions, and cost increases. These unfavorable factors totaled $6.0M and include
the following areas:

* Lower operating revenues due to COVID-19 and economic conditions
* Higher COVID-19 related expenditures
* Higher medical costs

Buaget Strategies

In order to develop and present a balanced budget, the District had to
develop strategies to address these financial challenges because the
funding from state and federal sources is inadequate to offset the
additional costs and reduced funding faced in the upcoming FY21 budget.
In order to address these challenges and absorb the normal ongoing
inflationary cost increases, provide salary increases for employees,
support the increased costs of providing Special Education services to an
increasing number of students, and produce a balanced budget, the
District developed and implemented three financial strategies totalling
S7.3M:

* Reallocation of state capital funding
* Reallocation of bond and capital override funds
* Expenditure reductions

The combination of these three strategies allowed the District to respond to the financial and economic
challenges faced for FY21, develop a balanced budget, and also build a budget contingency of S1M. This
contingency will be held back and could be used to address any additional unforeseen events such as additional
funding declines related to student or Community Education enrollment, additional funding needed to retain the
solvency for KEBT, higher substitute costs for in-person instruction, additional COVID-19 related expenses, or
address any other costs related to reopening schools. Although expenditures related to reopening schools during
the COVID-19 pandemic can quickly escalate, this budget contingency provides the District with some financial




Budget Summary - All Funds

The District uses fund accounting to ensure
compliance with finance-related legal requirements.
All of the funds of 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 the
District’s Maintenance & Operations (M&O)
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.

e Capital Project Funds - Capital project 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.
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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.

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 has
one Fiduciary fund type: agency funds.

* Agency Funds - Agency funds account for
monies or other assets a district holds in a
custodial capacity or as a trustee for
individuals, private organizations, or other
government entities. These funds are not
able to be used for District activities,
programs, or expenditures.




Governing Board

The Kyrene Governing Board is authorized under the laws of the state of Arizona (Arizona Revised Statutes 15-
341) to “prescribe and enforce policies and procedures for the governance of the schools” as well as the
evaluation and governance of the District. The Kyrene Governing Board is comprised of five members. Each
member is elected to serve a four-year term and 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. Members serve
without compensation.

District Leadership

The District is administered by the Superintendent, with three Assistant Superintendents and the Chief Financial
Officer. Departments are led by Directors and include:

* Benefits * Information Technology

* Business Services * Professional Growth and Development
¢ Communications and Marketing e Research and Evaluation

e Community Education * School Effectiveness

* Curriculum and Assessment * Talent Management

* Exceptional Student Services * Transportation

e Facilities and Maintenance

26 school principals are responsible for administration of each of the Kyrene schools.

Financial Summary

The following chart shows a summary of the entire FY21 Budget, including Governmental, Proprietary and
Fiduciary Funds. The Governmental Funds category is by far the largest category for Kyrene and comprises over
90% of all Fiscal Year 2021 (FY21) revenues and expenditures. The following information summarizes the financial
picture for the FY21 budget for total revenues, expenditures, and fund balances.

FY21 Budget
Governmental | Proprietary Fiduciary
Funds Funds Funds Total

Beginning Balance 574,942,544 54,932,151 5223,834 580,098,579
Revenue 5210,607,067 519,180,095 5309,845 | 5230,097,008
% of Total 91.5% 8.3% 0.1% 100.0%
Expenditures 5204,154,510 520,495,024 5309,845 |5224,959,379
% of Total 90.8% 9.1% 0.1% 100.0%
EndingBalance | $81,395000 | 33,617,222 |  $223,335 | $85,236,208
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Informational Overview

Student Enrollment Trends

Projection and monitoring of enrollment data is work that is critical in the development of the District’s
budget as it helps estimate both future year revenue and projected expenses. School funding in Arizona is
calculated based on student enrollment in the current school year. Enroliment projections provide the
District with an estimated revenue expectation for the current year budget. Those projections also, when
analyzed by student characteristics, provide direction on where to target the allocation of resources. Since
Kyrene has a long history of analysis of enrollment data, it is able to identify trends, which in combination
with the District’s strategic priorities, helps inform decisions about whether changes in resource allocation
should be considered.

On a biannual basis, an in-depth analysis of this data is performed that incorporates factors that influence
enrollment, as well as provides multi-year views of counts that give the basis for trend analysis. On the off
years, a smaller study is conducted to provide school and grade level projections to help monitor and/or
anticipate drivers for school needs. When analyzing enrollment, variables such as housing and occupancy
rates, household and population characteristics and residential development are taken into account when
calculating 10-year District-level and small-area projections of enrollment by grade. In addition, projections by
school by attendance area are also illustrated to better understand the predictability of enrollment by school.

e ]

40th day enrollment data is used to calculate projections. This provides
the District with information that is in line with the budget setting
process. Additionally, after budgets have been created, the District
monitors enrollment throughout the year to evaluate resource
allocation and make changes related to staffing and assignment of
learning materials where needed. Data sets include 10th Day, 40th Day,
100th Day, and End of Year.

Kyrene School District’s opportunity for growth is limited. The District boundaries are “landlocked” with
limited room for growth in expansion and new housing, which limits the opportunity to increase the overall
population residing within the district boundaries. In addition, the community is aging in place, with reduced
opportunity for neighborhoods to turn over and allow families with school age children to move into the
District. The impact of past economic recessions has also resulted in a declining birth rate, resulting in fewer
new incoming students. Long and short-term term analyses of enrollment data help the District better
understand whether contributing factors are changing over time and what their impact may be on overall
enrollment.
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ORGANIZATIONAL SECTION

About Kyrene

Kyrene is comprised of 26 schools: 18 elementary,
six middle, and two K-8, including an entirely online
digital academy. Kyrene enrolls approximately
16,000 students in grades K-8 and employs more
than 2,000 teachers and staff.

K-8 program offerings include world languages
(Spanish and Mandarin), STEM, college prep, fine
arts, performing arts, and computer science
immersion. Kyrene is also home to a Traditional
Academy, an International Baccalaureate (I1B) World
School and an all-online Digital Academy. Preschool
options include dual-language, leadership, and arts
integration programs, as well as project-based and
self-directed learning programs. Integrated
preschool options serve both students with
developmental needs as well as their typically
developing peers and are taught by certified staff.
Kyrene also offers an impressive selection of courses
and program options that occur before, during, and
after school hours.

High Performing Students

Kyrene School District students continue to
outperform their peers in large group configurations
as well as by comparative districts as defined by the
Arizona Auditor General. This provides the District
with an indicator to confirm that outcomes are in
line with budget investments. Kyrene has eight
schools that scored in the top 10% of all Arizona
schools in 2019 in English Language Arts (ELA) and in
Mathematics. Further, one of Kyrene’s schools was
in the top 25 schools in the state in ELA and two
were in the top 25 in the state for Mathematics.
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High Performing Schools

Kyrene has an established reputation as a high
performing district. Sixteen Kyrene Schools have
earned the distinction of being an “A+ School of
Excellence” 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 in the areas
of student focus and support, school culture, active
teaching and learning, curriculum, leadership,
community and parent involvement and assessment
data. Evaluation of schools is based on a lengthy
written application submitted by the school and
rigorous site visit 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, the Kyrene Traditional Academy
and Sierra Elementary, have been designated as
“National Blue Ribbon” schools. The National Blue
Ribbon Award recognizes the hard work of
educators, staff and students who show high overall
academic performance or demonstrate progress in
closing achievement gaps. Only 9,000 schools across
the country have been presented with this coveted
award.

Highly Qualified Teachers

Kyrene has 23 teachers who 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. NBC teachers often advance to leadership
positions, where they can have an even broader
impact on students and learning. Only two percent
of K-12 educators in the U.S. are Nationally Board
Certified.



Geographic Area

District boundaries are located within Maricopa County and encompass parts of Phoenix, Chandler,
Guadalupe, Tempe, and the Gila River Indian Reservation. Approximately 174,000 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. In addition, this metropolitan area
continues to provide excellent educational and training opportunities through seven community colleges, four
private colleges and graduate schools, and one state university.
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District Leadership

The District is administered by the Superintendent, with three Assistant Superintendents and the Chief Financial
Officer. Departments are led by Directors and include:

* Benefits * Information Technology

* Business Services * Professional Growth and Development
* Communications and Marketing * Research and Evaluation

* Community Education * School Effectiveness

* Curriculum and Assessment * Talent Management

* Exceptional Student Services * Transportation

e Facilities and Maintenance

26 school principals are responsible for administration of each of the Kyrene schools.

J'—il

d—,l

Director,
Ressarch and
) Evaluation

( Rebecca Botmick, Ph.o.
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Governing Board

The Kyrene Governing Board is authorized under the laws of the state of Arizona (Arizona Revised Statutes 15-
341) to “prescribe and enforce policies and procedures for the governance of the schools” as well as the
evaluation and governance of the District (Policy BBA). The Board performs the following basic functions
necessary to the discharging of its responsibilities - legislative, executive and appraisal:

* The legislative function is the policy-making aspect of the school system. It is the policy of the Board to
retain and exercise full legislative authority and control over the schools by adopting general policies or
by acting directly in matters not covered by its policies.

* The executive function of the Board is concerned with placing in operation existing Board policy. Most of
this function is delegated by the Board to its executive and administrative officer, the Superintendent.

* The appraisal function involves the determination of the efficiency of the school operation and an
evaluation of the educational program of the District based on the policies as outlined in the policy
manual.

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. They receive no compensation for their service on the board.

¢

Michael Myrick Kevin Walsh Michelle Fahy John King Margaret Pratt

President Vice President Member Member Member
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Strategic Plan

In 2017, the District, following a comprehensive, District-wide audit, worked in collaboration with the Governing
Board to deliver a comprehensive multi-year strategic plan that would be compelling and guide the alignment of
district decisions, actions and improvement initiatives.

It was determined that the comprehensive benefits of developing concrete, long-range goals would benefit
students by increasing the probability that effective programs, practices and resources will be available at every
level of the school district. This long-range strategic plan would drive all other District plans that would be aligned
with the District’s strategic direction.

Through this process, the District identified as its core values:
¢ All students are at the center of our work.
* We consistently use honesty and respect to support the well-being of our students and staff.

* We are committed to fostering a culture of collaboration, accountability, and communication to achieve
our shared vision and mission.

* We pride ourselves in creating and maintaining strong, engaging, and compassionate relationships
amongst students, staff and community.

Goals: Vision

* High Performing Students
Provide a dynamic learning environment that
maximizes student growth and performance.

* High Quality Talent
Attract and retain quality teachers, administrators,
and education support professionals.

* Inclusive Culture
Promote a culture of respect, high expectations,
collaboration, and shared accountability. D L e i
[ ] [
* Responsive Organization MISSIO“
Optimize district-wide systems to create an

Kyrene School District will commit to student success for all,

effective, agile, and safe organization. by providing engaging, challenging educational environments
which promote and inspire passion for learning, leading,
e Collective Governance and achieving transformative life outcomes.
Provide the conditions and necessary resources
for student success. RKyreneSchoolDistrict
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Budget Requirements and Criteria

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 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.
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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.

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 15-905.01, the governing board may combine the notice and
hearing under this section with the truth in taxation notice and hearing.

4. Atthe 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
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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 15-914.01 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 15-947, subsection C, may only be
budgeted in the following sections of the budget:

1. The maintenance and operation section.
ii. The capital outlay section.

b. Amounts within the unrestricted capital budget limit, as provided in section 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 monies budgeted 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.

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
regulations 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 regulations and
exhibits. The Board and administration evaluate the effects of the policies, regulations 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. The following budget
policies have been adopted by the Kyrene Governing Board and are used to guide the preparation and
administration of this budget.
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Fiscal Management Goals

The Governing Board recognizes that money and its management
constitute the foundation of the Districts programs. To make that support
as effective as possible, the Board intends to:

* Encourage short- and long-range planning through the best
possible budgeting procedures.

* Explore all practical and legal sources of monetary income.

* Guide the expenditure of funds to achieve the greatest
educational returns.

* Require maximum efficiency in accounting and reporting
procedures.

* Maintain, within budget limits, a level of per-student expenditure
needed to provide high-quality education.

Budget Development and Administrative Policies

The Superintendent is directed to formulate the annual budget,
considering, at all times, that resources must be utilized to produce the
most positive effect on the student's opportunity to gain an education.

The Superintendent shall be responsible for reviewing budgetary requests,
providing guidelines and limitations, and presenting the proposed budgets {
and documentation necessary for Board study, review, and action.
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The Governing Board shall be informed if the proposed budget could o
require an increase in the primary property tax levy of the District over the f

preceding year's tax levy.

Budget Planning, Preparation, and Schedules

Each school year the Superintendent shall prepare and disseminate a
budget preparation schedule to accomplish all required budgetary actions
for the following school year. This schedule will, as a minimum, provide
specific dates for the accomplishment of all state-mandated actions.

Policy Regulations That Govern the Budget Process

Policy regulations are the method by which the school administration implements the Governing Board policies.
These regulations provide more specific details on how to carry out and implement Board policies. Budget
regulations have been developed for:

* Budget practices

* Budget planning, preparation, and schedules

* Budget Implementation
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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 minimum 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 and
federal and state laws.

For proper accounting and financial reporting,
districts must account for their financial position and
results of operations 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 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 which 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. The three fund
categories are governmental, proprietary, and
fiduciary.
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Governmental Funds

These 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

These 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 Fund's

These 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 has
one fiduciary fund type: agency funds.




Classification of Revenues and Expenditures

School Districts in Arizona follow the guidelines prescribed by the USFR for the accounting structure and chart of
accounts. This chart of accounts 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.
Districts also receive funding through additional statutory formulas, such as Classroom Site Funds (Proposition
301) and instructional improvement formulas.

Arizona school districts are also allowed to generate additional funding through voter-approved budget overrides
for three possible areas: Maintenance and Operations (M&O), Capital, and bond. Thanks to the support of our
Kyrene community, all three budget ballot measures were approved by voters in November 2017 and provide the
District with additional funding that is greatly needed to support our schools. The Maintenance and Operations
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, speech, vision, and hearing
services. This funding also allows the District to hire additional staff to provide academic and behavioral support
services to students beyond what would be possible if relying solely on state funding. The capital override
funding is used to provide instructional materials and technology for students, software and licensing,
technology equipment, network equipment, and transportation 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. Without the support of our Kyrene community through
these initiatives, there is not enough state funding to provide this level of support to our students and school
facilities.

District expenditures are tracked and reported by fund, program, function, object, and unit 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 object classifications are salaries, benefits, purchased services,

and supplies.

* Unit - A unit separates expenditures by a location or separate level.
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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. Districts use the
modified accrual basis for governmental funds and
accrual basis for proprietary and fiduciary funds.

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 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.

The Budgeting Process

Fiscal Year 2021 Budget Highlights

Although every year presents challenges to develop
and prepare a district-wide budget, Fiscal Year 2020-
21 (FY21) posed additional financial and economic
challenges due to the coronavirus (COVID-19)
pandemic. School districts did not receive additional
state funding to address the additional costs
incurred in FY20 or FY21 as a result of COVID-19, and
the only additional funding received came from the
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Higher COVID-19 related
expenditures

Federal CARES Act. This situation made it extremely
difficult to prepare and develop a balanced budget,
as these additional costs greatly exceeded the
annual funding increases from the state to the
District’s annual budget.

According to state law (A.R.S. §15-901), an annual
inflationary increase is included in the state base
level funding for school districts. However, this
inflation increase has a maximum cap set at 2%,
meaning it is extremely difficult to provide adequate
compensation increases for employees while also
absorbing the impact from normal ongoing annual
inflationary cost increases. However, the financial
circumstances surrounding the onset of COVID-19
compounded and magnified these financial
difficulties for the FY21 budget.

Budget Challenges

The District faced three significant financial
challenges to develop a balanced budget in FY21.
These challenges totaled $6.0M and included the
following areas:

FY21 Budget Challenges: $6.0M of
unfavorable revenue and higher costs

Lower operating revenues

due to COVID-19 and
economic conditions

Higher medical costs



$2.4M Lower Operating Revenues
due to COVID-19 and economic conditions

Lower funding estimated from Community Education activities
Fund - Community Schools

Teacher salary increases not included in state base level funding
Fund - Maintenance & Operations (M&O)

Lower funding estimated from casino revenues due to
economic conditions

Fund - Instructional Improvement

Lower funding estimated from number of meals served
Fund - Food Service

Lower funding estimated from reimbursable services
Fund - Medicaid

Lower Operating Revenues

Operating revenues are estimated to be
$2.4M lower in FY21 as a result of general
economic conditions caused by COVID-19.
Although it is impossible to know the exact
impact on future funding, there are several
areas where economic conditions are
expected to result in lower funding for Kyrene
in FY21. These estimates are identified in the
corresponding table.

Higher Expenditures Related to COVID-19

COVID-19 related expenditures were
estimated to be $2.7M higher in FY21. Kyrene
is making an investment of $2.7M in the FY21
budget to fund the commitments of health
and safety, educational choices, and social
emotional wellness for our community, staff,

and students. This investment includes $1.9M of funding to provide the technology, software, and internet
functionality for distance learning as well as platforms to support social emotional learning. The District has also
committed $600K in additional funding for enhanced cleaning and disinfection of school campuses, offices, and
school buses as well as providing personal protective equipment (PPE) and supplies. PPE would include items
such as thermometers, face coverings, visible signs, hand sanitizer, gloves, and additional cleaning supplies and
equipment for our school sites, health offices, and other district office areas. There is also an additional $200K of
funding that is dedicated in the FY21 budget to provide the support network needed to deliver an online

instructional model to students.

Only $955K of federal funding from the CARES Act is being provided to address these expenditures, so the
remaining amounts have to be covered from the District’s funds. In order to fund and support these investments,
funding is being reallocated from the District’s bond and capital override. Without the funding from the bond
and overrides, supported and approved by Kyrene voters, these investments could not have been possible with

the limited state funding available.

sz .7 M Total Kyrene Investment - For School Year 2020-21

Technology =
$1.9M

Personal Protective
Equipment

$0.6M
S
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Higher Medical Costs

A $S900K increase to District medical contributions
was needed in FY21 in order to keep the Kyrene
Employee Benefit Trust (KEBT) financially solvent.
Rising health care costs have increased dramatically
in recent years, so increasing the District’s financial
contribution towards medical insurance was needed
to maintain an attractive health plan for employees.

Budget Strategies

As mentioned previously, the increased amounts
from the annual state inflation funding and the
federal CARES Act is not nearly enough to offset the
additional costs and reduced funding faced in the
upcoming FY21 budget. In order to address these
challenges, absorb the normal ongoing inflationary
cost increases, provide salary increases for
employees, support the increased costs of providing
Special Education services to an increasing number
of students, and produce a balanced budget, the
District developed and implemented three financial
strategies totaling $7.3M.

FY21 Budget Strategies: $7.3M funding
reallocations and expenditure reductions

Reallocation of state
capital funding

Reallocation of bond

and capital override
funds

Expenditure
reductions

Reallocation of State Capital Funding

The District reallocated $3.2M of District Additional
Assistance (DAA) funding to allocate towards M&O
expenditures and help offset the expected reduction
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in overall funding. This was accomplished by
reprioritizing capital override and bond spending to
fund the FY21 curriculum expenditures that were
originally slated to be funded by DAA.

DAA is state funding for capital-related areas.
However, school districts are allowed to allocate
DAA funding towards M&O expenditures. By
reprioritizing capital spending in both capital
override and bond areas to fund the FY21
curriculum capital needs, this provided $3.2M of
DAA funding to help offset the financial challenges
faced in the FY21 budget. This decision is a one-year
only strategy, meaning the District does not have to
make this same decision and allocate the same
amount of DAA funding towards M&O in the
following fiscal year.

Reallocation of Bond and Capital Override Funds

Bond & Capital Override projects were further
reprioritized in order to provide a cost neutral
solution for the additional $1.8M technology and
hardware costs associated with providing distance
learning environments for the 2021 school year. By
reprioritizing bond and capital override projects, it is
important to mention that the District is not
jeopardizing other areas by eliminating that funding.
Rather, it means the District has found innovative
and cost-effective alternative purchasing solutions to
better accommodate the needs of our distance
learning models.




Expenditure Reductions

Expenditure reductions and other efficiencies were identified as part of the overall budget process. These cost
reductions totaled $2.3M and were necessary to fund compensation increases for non-certified employees,
support the increased costs of providing Special Education services to an increasing number of students across
the District, and address the other financial and economic challenges in the FY21 budget. Although the District
always looks for opportunities to reduce expenditures in a responsible manner as part of the annual budget
development process, the FY21 financial challenges made it necessary to significantly reduce costs in order to
prepare and present a balanced budget. Expenditure reductions and efficiencies occurred in a variety of areas
across the District and are listed below.

Expenditure Reductions - FY21 Budget
$600,000

$558,378

$537,360

$450,000

$380,253
$352,961

$300,000 $315,000

$150,000 $188,583

$0

B District Office Positions B School Administrators
B Instructional Assistant Hours  [I! Supplies & Services
B Other Staffing I Other Reductions

Budget Contingency

The combination of these three strategies allowed the District to address the financial and economic challenges
faced for FY21, present a balanced budget, and also build a budget contingency of S1M. This contingency will be
held back and could be used to address any additional unforeseen events such as additional funding declines
related to student or Community Education enrollment, additional funding needed to retain the solvency for
KEBT, higher substitute costs for in-person instruction, additional COVID-19 related expenses, or address any
other costs related to reopening schools. Although expenditures related to reopening schools during the COVID-
19 pandemic can quickly escalate, this budget contingency provides the District with some financial flexibility in
the event other negative circumstances arise throughout the year.
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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, meaning that expenditures 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 continuously evaluated using cost-
benefit analysis.

Consistent with Governing Board Budget Policy
regulations, each year the District will 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 expenditures. This
situation is especially prevalent in the areas of capital
spending where budgeted expenditures are dependent
on the issuance of bonds.

Balanced Budget Scenarios

Revenues = Expenditures

Revenues > Expenditures

Revenues + Appropriated Fund
Balances = Expenditures

Operating Budget

The District operates under an annual budget, with
fiscal years beginning July 1st and ending June 30th
each year. 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
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By July 15
Proposad budget must be
presented at a pul {
and voted on during a
Governing Board meeting

Legislature finalizes and
approves state budget

Governor presents state-
wide budget proposal

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 will not be the final
state budget, this is typically when the District has the
first opportunity to see how statewide funding might
be impacted in the coming year. Ultimately, the
legislature must agree and approve the elements of the
state’s budget, and this activity typically occurs in late
spring or early summer. The District does not know its
final funding until the state ultimately passes and
approves the budget for the coming year.

From January through May, ongoing work takes place
with directors, principals, and department heads to
develop a detailed operating budget for the upcoming
fiscal year. This involves the areas of organizational
staffing, departmental spending, and estimating
revenue projections. During this time employee
compensation is also determined through a
collaborative process with several employee groups.
Because the state determines the District’s funding
level and 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 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.

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 to identify 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 presented to the
Governing Board and community as part of the spring budget presentations.

Budget Timeline and Calendar
In Arizona, a school district budget is for the fiscal year that runs from July 1 to June 30. Each school district must
propose, adopt, and revise an expenditure budget according to the timelines listed below:

Date Type of Budget | Activity Authority
By Proposed An electronic copy of the proposed expenditure budget must be prepared and furnished to A.R.S. §15-905(A)
July 5 Expenditure the Superintendent of Public Instruction and the county school superintendent, unless
Budget 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.
By Proposed Not later than July 5, but at least 10 days prior to the governing board meeting to adopt the A.R.S. §15-905(C)
July 5 Expenditure proposed expenditure budget, a copy of the proposed expenditure budget or budget
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.
By Proposed The proposed expenditure budget must be presented at a public hearing immediately A.R.S. §15-
July 15 Expenditure followed by a governing board meeting to adopt the budget. 905(B), (D), and
Budget (E)
By Adopted The adopted expenditure budget must be submitted to the county school superintendent A.R.S. §15-905(E)
July 18 Expenditure and the Superintendent of Public Instruction and posted on ADE’s website. Districts that
Budget maintain a website must provide a link on their website to the adopted budget on ADE’s
website.
By Revised If the Governing Board received notification from the Superintendent of Public Instruction A.R.S. §15-905(E)
Dec. 5 Expenditure that the adopted expenditure budget is in excess of the general budget limit or the
Budget 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.
By Revised If the Governing Board received notification from the Superintendent of Public Instruction A.R.S. §15-905(E)
Dec. 15 | Expenditure that the adopted expenditure budget is in excess of the general budget limit or the
Budget unrestricted capital budget limit by 1 percent or more of the general budget limit, it shall
adopt a revised budget for the current year.
By Revised Before May 15, expenditure budget revisions must be made and the revised budget A.R.S. §15-905(l)
May 15 | Expenditure approved at a governing board meeting. These include: revisions for certain overestimated and (J)
Budget or underestimated tuition revenues, revisions for overestimated or underestimated joint A.R.S. §15-910.01
career and technical education and vocational education center average daily membership, (C)
and revisions for overestimated or underestimated allowable budget balance carryforward A.R.S. §15-943.01
in the M&O Fund. (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 anticipated expenditures.
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FINANCIAL SECTION

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 or by the county school superintendent or county treasurer on the district’s
behalf. In general, 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 - DAA) for districts through locally levied property taxes
and state-appropriated monies.

The RCL is primarily based on a calculation that incorporates student 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 Revenue Control Limits and
capital (DAA). These tax 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 state.

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.

Local Revenue Sources

Kyrene also generates significant local revenues from the operation of robust
and award-winning Community Educational programming throughout the
District. This revenue is generated by serving more than 3,500 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.

~ 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 could

include Title, IDEA, or other specific areas as designated by the state of

i j Arizona or federal government.




Expenditure Categories

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

Fund - A fund is a fiscal and accounting entity with a
set of accounts which 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.

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 object
classifications are salaries, benefits, purchased
services, and supplies. Salaries and benefits include
the costs for hourly and salary employees and are
included as part of total employee compensation.
For Kyrene, this is by far the largest expenditure
category and comprises approximately 85% of all
Maintenance & Operations (M&O) expenditures for
the District.

Unit - A unit separates expenditures by a location or
separate level.
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Budget Summary - All Funds

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

Governmental Funds - Funds used to 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.

e 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 the
District’s Maintenance & Operations (M&O)
fund.

e 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.

e Capital Project Funds - Capital project funds
account for and report financial resources
that are restricted, committed, or assigned
to expenditures for capital outlays.

e 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.

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 has one fiduciary fund type: agency funds.

e Agency Funds - Agency funds account for monies or other assets a district holds in a custodial capacity or
as a trustee for individuals, private organizations, or other government entities. These funds are not able
to be used for District activities, programs, or expenditures.

Financial Summary

The following chart shows a summary of the entire FY21 budget, including Governmental, Proprietary, and
Fiduciary funds. The Governmental Funds category is by far the largest category for Kyrene and comprises over
90% of all Fiscal Year 2021 (FY21) revenues and expenditures. The following information summarizes the financial
picture for the FY21 budget for total revenues, expenditures, and fund balances.

FY21 Budget
Governmental | Proprietary Fiduciary
Funds Funds Funds Total

Beginning Balance 574,942,544 54,932,151 5223,884 580,093,579
Revenue 5210,607,067 519,130,095 5309,3845 |5230,097,008
% of Total 91.5% 8.3% 0.1% 100.0%
Expenditures 5204,154,510 520,495,024 5309,845 |5224,959,379
% of Total 90.8% 9.1% 0.1% 100.0%
Ending Balance 581,395,100 53,617,222 5223,885 | 585,236,208
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For FY21, the District is expecting to receive $230.1M in total revenues and incur $225.0M in total expenditures,
causing the total fund balances to increase by $5.2M. It is important to understand that changes in fund balances
are mainly influenced by three factors:

* Total revenue vs expenditures - In situations where revenues exceed expenditures, this results in a
surplus fund balance for the year. Likewise, if expenditures exceed revenues this will result in a deficit
fund balance.

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

* Managing cash balances - School districts must manage expenditures and cash activities between
multiple cash-based funds on an ongoing basis. For Kyrene, there are over 50 funds that have cash-based
balances. Because cash funds can not have negative balances, this means management of these cash-
based funds and balances must occur throughout the year. Often, there are multiple funds that meet the
eligibility requirements to pay for expenditures according to USFR and state laws, so this cash
management activity can cause balances to fluctuate between multiple funds or fund types throughout
the year.

Budget Summary - Governmental Funds

A financial summary for each fund type contained in the Governmental Fund Category is listed below. The
decline in the Special Revenue fund balance is due to timing issues between when grant funds are received vs.
when the expenditures are budgeted to occur. This occurs in FY21 as a result of approximately $1.0M of federal
CARES Act/ESSER grant funds and approximately $1.0M of Title federal grants being expected to be received in
FY20, but the expenditures are budgeted to be spent in FY21.

The increase in the Capital Projects fund balance is due to timing issues related to issuing bonds. A $30.8M bond
sale is expected to take place in the fall of 2021, but a significant portion of those funds will carry into the
following year.

The increase in the Debt Service fund is solely based on the timing of when property taxes are collected by
Maricopa County vs. when the actual payments of principal and interest on bonds takes place.

FY21 Budget

Fund Type Beginning Balance Revenue Expenditures | Ending Balance
General Fund 517,238,845 $117,462,557 $117,148,606 $17,552,796
Special Revenue 512,138,754 $33,172,890 $35,701,414 $9,610,230
Capital Projects 544,989,842 537,853,965 $30,802,871 $52,040,936
Debt Service $575,102 522,117,654 $20,501,618 $2,191,139
Total | 474,942,504 | $210,607,067 | $204,154510 |  $81,395,100
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Budget Summary - 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 activity for the
General Fund, the Maintenance & Operations (M&O) fund is by far the largest as it comprises 99% of total
General Fund revenues. The following individual funds comprise the General Fund for Kyrene and a financial
summary is also listed below.

Fund Name Description

Maintenance & Operations Supports day-to-day school operations

Medicaid Money received from Medicaid reimbursement
School Plant Sale/Lease of property

Indirect Costs Transfers from federal project funds or Food Service
Insurance Proceeds Money received from insurance claims
Unemployment Insurance Unemployment insurance contributions
Advertising Related to the sale of advertising

Maintenance & Operations (M&O) Fund

The M&O fund accounts for all of the District’s financial resources except those required to be accounted for in
another fund. The M&O fund is 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.

The M&O revenue budget is based on a number of formulas as defined by Arizona state laws 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. The District relies on
the guidance of a professional demographer to predict future enrollment based on local populations, birth rates,
new housing activity, and other factors.

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 classification 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
by participating in a state approved teacher performance evaluation system in accordance with A.R.S. §15-952 as
well as having a higher average years of teacher experience vs. the overall state average according to A.R.S. §15-
941. 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 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 10-year period.
These total amounts determine the total M&O revenue for the upcoming budget year.
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General Fund Financials

FY21 Budget

Fund Name
Maintenance & Operations
Medicaid Reimbursement

School Plant

Insurance Proceeds

Indirect Costs

Unemployment Insurance

Advertising

Total

Beginning Balance Revenue Expenditures | Ending Balance
$12,435,790 | $115,734,826 | $115,067,168 $13,103,448
$2,146,652 $840,000 $1,287,090 $1,699,563
$1,084,683 $30,000 30 $1,114,683

$197,690 $15,000 30 $212,690

$1,232,548 $835,000 $787,882 $1,279,666

$123,524 $2,731 $6,467 $119,788

$17,958 $5,000 %0 $22,958

| $17,238,845 | $117,462,557 | $117,148,606 |  $17,552,79 |

Budget Summary - 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 FY21 budget, 82% of all Special Revenue Funds revenue originates from four individual
funds: Community School, Classroom Site Fund, Food Service, and Federal Projects.

Community School

Classroom Site Fund

Food Services

Federal Projects

State Projects

Auxillary Operations
Extracurricular Activities Fees Tax Credit
Instructional Improvement
Gifts and Donations

Civic Center

Structured English Immersion
Textbooks

Fingerprint

Grants and Gifts to Teachers

33|Page

Special Revenue Funds - % of Total FY21 Budgeted Revenue

0.03%
0.03%
0.003%

26.9%



The Community School fund includes the revenues
generated from the Kyrene Community Education
program. This revenue is generated by serving more
than 3,500 children through a variety of academic
classes, programs, and recreation activities offered
throughout the school year as well as during school
breaks.

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. School districts receive a per pupil
amount based on prior year 100th day enroliment
figures. By law, the Classroom Site Funding must be
split between three separate funds, each with
different criteria, but all designed to increase
teacher compensation. 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).

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.

Federal Projects include all Title funding, IDEA Part
B, 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.

The following individual funds comprise the Special Revenue Fund for Kyrene and a financial summary is also

Fund Name Description

listed below.
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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

State Projects

State funded projects (includes Results Based Funding, Gifted, state grants)

Federal Projects

Federally funded projects (includes Title, IDEA Part B, E-Rate)

Extracurricular Activities Fees
Tax Credit

Related to activities from public school tax credits

Fingerprint

Activities associated with fingerprinting employees

Food Service

Revenues generated from school cafeteria operations

Grants & Gifts to Teachers

Grants and gifts under $1,500 designated for instructional purposes

Instructional Improvement

Monies received from gaming revenue

Structured English Immersion

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

Textbooks

Replacement or repair of lost/damaged textbooks or library books

Auxiliary Operations

Bookstore operations, athletics, or extracurricular activities

Gifts & Donations

Non-capital donations to the District




Special Revenue Fund Financials

FY21 Budget

Fund Name
Community School
Classroom Site Fund
Federal Projects
Food Service
State Projects
Auxiliary Operations
Extracurricular Activities Fees Tax Credit
Instructional Improvement
Gifts and Donations
Civic Center
Structured English Immersion
Textbooks
Fingerprint
Grants and Gifts to Teachers

Total

Beginning Balance Revenue Expenditures | Ending Balance
$199,408 58,916,312 8,888,230 $227,490
$3,943,928 $7,715,823 58,465,519 $3,194,233
51,848,747 4,909,785 56,793,729 (535,197)
$305,359 55,542,745 55,832,880 515,224
51,329,457 52,183,555 51,763,933 51,749,080
£305,427 £1,751,537 51,386,121 5670,843
51,026,039 $950,430 $950,430 51,026,039
52,196,394 $500,000 $624,741 52,071,653
5394,497 5363,268 5363,269 5394,496
$511,044 $250,000 $609,629 $151,415
S0 $70,000 50 570,000
571,579 $9,934 $9,934 $71,579
53,515 58,500 512,000 515
53,360 51,000 51,000 53,360
$12,138,754 | $33,172,890 |  $35,701,414 | $9,610,230 |

Note: Any negative fund balances will be reconciled before the end of the fiscal year. Expenditures may have
been budgeted in FY21 that exceeded estimated revenues, but any negative balances will be adjusted in future

budget revisions.

Capital Projects
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% of Total FY21 Budgeted Revenue

18.1%

Budget Summary - Capital Projects

Capital project 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 funding for capital
projects comes from bond proceeds and capital
override funding, and these two areas represent 99% of
the total FY21 budgeted revenue for total Capital
Project funds. In FY21, only 0.6% of the total Capital
Project revenue was budgeted to come from state
funding (District Additional Assistance).

® Bond Building
Capital Outlay (District Add’l Assistance)
® Capital Override



Bonds and 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. Funds from bonds and capital overrides 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 used to cover other expenditure categories.

The capital override funding is used to provide instructional materials and technology for students, software and
licensing, technology equipment, network equipment, and transportation 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. Without the support of our Kyrene
community through these initiatives, there is not enough state funding to provide this level of support to our
students and school facilities.

The following individual funds comprise the Capital Fund for Kyrene and a financial summary is also listed below.

Fund Name Description

Capital Outlay (District

Additional Assistance)

State funding used to purchase or lease capital items

Capital Override

Voter approved funding used to purchase approved capital items

Bond Building

Proceeds from district bond issued for capital related purchases or
construction

Adjacent Ways

Improvement of public ways adjacent to school property

Building Renewal Grant

Funding received from the School Facilities Board for qualifying capital items

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

Condemnation

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

Energy and water Savings

Related to energy-related capital investments or rebates/grant funding

Capital Project Financials

FY21 Budget

Fund Name
Bond Building
Capital Override

Capital Outlay (District Add'l Assistance)

Gifts and Donations - Capital
Adjacent Ways

Building Renewal Grant
Litigation Recovery
Condemnation

Energy and Water Savings

Total
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Beginning Balance Revenue Expenditures | Ending Balance
538,258,701 530,800,000 523,499,836 545,558,865
45,184,507 46,834,000 46,834,000 45,184,507
4815,985 4211,816 4460,886 4566,915
423,988 43 149 43,149 423 937
$615,004 S0 S0 5615,004
51,165 $0 50 $1,165
578,353 S0 S0 578,353
42 486 40 20 42 486
49,655 20 20 49,655
| $44,989,842 |  $37,853,965 | $30,802,871 |  $52,040,936 |




Budget Summary - Debt Service Fund

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 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 is listed below.

Debt Service Fund Financials

FY21 Budget
Fund Name Beginning Balance Revenue Expenditures | Ending Balance
Debt Service 5575,102 522,117,654 520,501,618 52,191,139

Budget Summary - Proprietary Funds

Proprietary funds are used to 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 funds type: Internal Service funds.

Internal Service Funds
Buaget Summary - Internal Service Fund % of Total FY21 Budgeted Revenue
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. For Kyrene, the Self Insurance Kyrene
Employee Benefits Trust (KEBT) fund comprises 89% of the total FY21
budgeted revenue for Internal Service funds. These revenue amounts for
KEBT represent the total combined health care contributions from both the
District and employees.

The following individual funds comprise the Internal Service Fund for Kyrene
and a financial summary is also listed below.

Fund Name Description

Internal Service Activities that provide goods/services (Print Shop)

Self Insurance/Workers’ Comp | Workers’ compensation insurance

Intergovernmental Agreements| Related to Intergovernmental Agreements (IGA) ® Internal Service

Self Insurance/Worker’s Comp

Self Insurance KEBT Activities related to Kyrene Employee Benefits Trust (KEBT) ® Intergovernmental Agreements
@® Self Insurance KEBT
FY21 Budget
Fund Name Beginning Balance Revenue Expenditures | Ending Balance
Internal Service $184,854 $1,400,000 $1,574,141 510,713
Self Insurance/Workers' Comp $124,855 4585,116 $585,116 $124,855
Intergovernmental Agreements 30 $187,163 $672,273 (5485,109)
Self Insurance KEBT 54,622,441 517,007,816 517,663,493 53,966,763
Total | $4,932,151 |  $19,180,095 |  $20,495,024 | $3,617,222 |

Note: Any negative fund balances will be reconciled before the end of the fiscal year. Expenditures may have been
37|Page budgeted in FY21 that exceeded estimated revenues, but any negative balances will be adjusted in future budget revisions.



Budget Summary - Fiduciary Funds

Fiduciary Funds are used to 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 has one fiduciary fund type: agency funds.

Budget Summary - Agency Fund

Agency Funds account for monies or other assets a district holds in a custodial capacity or as a trustee for
individuals, private organizations, or other government entities. These funds are not able to be used for District
activities, programs, or expenditures. Student Activities is the only individual fund within the Agency fund type.
This money cannot be used for any District activity or program as this money has been raised by students to
finance student clubs. A financial summary is listed below.

Agency Fund Financials

FY21 Budget
Fund Name Beginning Balance Revenue Expenditures | Ending Balance
Student Activities 5223,884 5309,845 $309,845 $223,885
Capital Master Plan

The District 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. Bonds are debt securities that
are issued to finance capital related purchases and projects. 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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Voters in Kyrene approved a bond in 2017, which has allowed
the District to fund the projects identified in the Capital Master
Plan. Without the 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.

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:

* Lifecycle Analysis - The District has worked with an outside construction vendor to conduct an audit of
major replaceable systems, determine existing 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 a
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.

Prioritizing projects is important to ensure that funding occurs in a fiscally responsible manner, and that the most
important projects are receiving funding as part of the annual budget allocation process. Projects are prioritized
based on the following criteria:

e Safety and security

* Preventing/eliminating the possible loss of instructional time
* Compliance with regulatory requirements

e Alignment with and connection to the District’s strategic plan

The Capital Master Plan is consistent with the criteria contained in the voter authorization pamphlet and contains
three main categories:

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

2. Transportation - Includes school buses, other vehicles to
transport students, and transportation related systems.

3. Administrative - Relates to construction projects, equipment,
furniture, and technology at the District Office facilities.
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FY21 Expenditure Budget

Information for the FY21 Capital Master Plan expenditure budget is provided below for each major category as
well as an additional breakdown for the Maintain Schools area.

Total FY21 Capital Master Plan Expenditure FY21 Budget - Maintain Schools
(S Millions) (S Millions)
Category FY20 Estimate FY21 Budget
Maintain Construction
Schools $20.3 $21.6 Projects $13.7 $15.6
Transportation $0.9 $0.7 Instruments,
Equipment, $1.5 $1.1
Administrative $1.7 $1.2 Furniture
Technology $5.1 $4.9
Total $22.9 $23.5
Total $20.3 $21.6

The following table contains additional details for the $15.6M budget for the Maintain Schools - Construction
Projects category. These areas encompass a wide variety of projects across all 25 school locations.

FY21 Budget - Maintain Schools - Construction Projects
Dollars in Millions

Playfield/Courts $4.09
Bldg Maintenance
Roof

Bathrooms

Lighting

Parking Lot

Gym Floor/Bleachers
Bldg Weatherization

Fencing

Water Heaters
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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, their spouses and survivors may be
eligible for certain retiree health care benefits under health care programs provided by the state. 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 Arizona State Retirement System 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 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
supplement, long-term disability, and survivor benefits. State statute establishes benefit terms.

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
30 years, age 55
25 years, age 60

Sum of years and age equals 80

Years of service and age 10 years, age 62
K . . * 10 years, age 62
required to receive benefit 5 years, age 50 *
5 years, age 50
Any years, age 65

Any years, age 65

Final average salary is

Highest 36 months of last 120 months Highest 60 months of last 120 months
based on

Benefit percent per year of

. 2.1% to 2.3% 2.1% to 2.3%
service

*With actuarially reduced benefits
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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.

Retired and disabled members, with at least five years of credited service, are eligible to receive health insurance
premium benefits. The benefits are payable only with respect to allowable health insurance premiums for which
the member is responsible. For members with 10 or more years of service, benefits range from $100 per month
to $260 per month depending on the age of the member and dependents. For members with five to nine years
of service, the benefits are the same dollar amounts as above multiplied by a vesting fraction based on
completed years of service.

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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INFORMATIONAL SECTION

Student Enrollment Trends

Projection and monitoring of enrollment data is work that is critical in the development of the District’s budget as
it helps estimate both future year revenue and projected expenses. School funding in Arizona is calculated based
on student enrollment in the current school year, and 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 analysis of enrollment data, it is able to identify trends, which in combination with the District’s strategic
priorities, helps inform decisions about whether changes in resource allocation should be considered.

On a biannual basis, an in-depth analysis of enrollment data is performed that incorporates factors that influence
enrollment, as well as provides multi-year views of student counts that give the basis for trend analysis. On the
off years, a smaller study is conducted to provide school and grade level projections to help monitor and/or
anticipate drivers for school needs. When analyzing enrollment, variables such as housing and occupancy rates,
household and population characteristics and residential development are considered when calculating 10-year
District-level and small-area projections of enrollment by grade. In addition, projections by school attendance
area are also illustrated to better understand the predictability of enrollment by school.

40th day enrollment data is used to calculate projections. This provides the District with information that is in line
with the budget setting process. Additionally, after budgets have been created, the District monitors enrollment
throughout the year to evaluate resource allocation and make changes related to staffing and assignment of
learning materials where needed. Datasets include 10th Day, 40th Day, 100th Day, and End of Year.

Kyrene School District’s opportunity for growth is limited. The District boundaries are “landlocked” with limited
room for growth in expansion and new housing, which limits the opportunity to increase the overall population
residing within the district boundaries. In addition, the community is aging in place, with 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, resulting in fewer new incoming students. Long and short-term term analyses of
enrollment data help the District better understand whether contributing factors are changing over time and
what their impact may be on overall enrollment.

Figure 1.
K-8 Enrollment Over Time

Figure 1 provides 10 years of
enrollment data for Kindergarten
through grade 8. The 40th day
headcount in 2019-20 was
16,342. Even with a slight
increase in the overall enrollment
in 2018-19, the resulting overall
trend over the past 10 years is a
downward trajectory, declining by
about 5% since 2016-17 and by

2011-12 2012-13 2013-14 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 about 8% since 2011-12.

M In-District Enroliment M Outside Enroliment
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Figure 1b.
Annual Percent Change by Enrollment Type
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Figure 2.
Grades K, 1, 2 Enroliment Over Time
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Figure 3.
Grades 6, 7, 8 Enrollment Over Time
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By focusing the lens of this analysis on
enrollment type, Figure 1b highlights
that the loss of outside enrollment is a
stronger contributor to the overall trend.
As shown, in recent years outside
enrollment continues to decline, but
there is an emerging positive trend from
within the District which may indicate
changes in community preference as
well as a possible change in family
demographics within the District.

Examination of changes in enroliment by
grade level cohorts also informs the
budget process. Both K-2 and 6-8 cohort
data provide the District with
information about changes in new
enrollment. Figure 2 illustrates changes
in the 10-year downward trajectory of K-
2 enrollment. Annual changes for this
cohort had ranged between -6% and
+3%. In recent years, however, the
annual change has begun to stabilize.
The District has experienced a difference
of 1% in both directions in the past two
years. In combination with this and other
community demographics, it spotlights
the potential for the stabilization out of
enrollment loss for this age group.

Figure 3 shows that the middle grades
are also trending positive, reversing a
downward trajectory of about 7% since
2011-12 to a 1% increase since 2016-17.



It is important to note that enrollment changes can occur in both all and identified populations. In Kyrene School
District, not all enrollment is trending down. For example, Figure 4 shows that in recent years, the District has
experienced an increase in the number of students identified to receive special education services. The overall
count of students has grown from 1,236 to 1,686 between the years 2015-16 and 2019-20, resulting in an
increase of 36% over that time period. Kyrene can anticipate that with this percent of change, both funding and
costs will be impacted District-wide.

Figure 4.
Special Education Enrollment Over Time
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Another example of an enrollment filter that impacts budget priorities is socio-economic status. Kyrene schools
that have larger numbers of students identified as economically disadvantaged are prioritized to receive
additional funding through Title |, as well as staffed at lower staff to student ratios, influencing both revenue and
expense drivers for the District.

A final example of an enrollment analysis data point is reviewing data by school and by grade level. This data is
used to estimate staffing assignments each year.

By February of each year, prior to the issuance of teacher contracts, the District rolls forward grade level counts.
Along with projections and retention rates, these values define the number of staff a site needs for the following
year. This information is crucial because teacher staffing makes up approximately 50% of all employee costs
across the District.
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Figure 5 Enrollment by School over Time

Grades K-5 2011-12 2012-13 2013-14 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20
Kyrene de las Brisas 712 760 775 779 755 737 698 681 669
Kyrene de los Cerritos 542 549 512 519 501 501 510 499 487
Kyrene del Cielo 719 766 757 770 774 760 688 697 681
Kyrene de la Colina 649 623 564 534 529 487 506 479 504
Kyrene de la Esperanza 546 577 568 523 559 536 571 581 539
Kyrene de la Estrella 460 428 444 423 408 430 446 474 490
Kyrene de los Lagos 532 542 493 496 521 488 470 502 526
Kyrene de las Lomas 792 762 733 706 693 660 607 585 533
Kyrene de las Manitas 610 635 618 573 530 510 456 437 442
Kyrene de la Mariposa 607 620 574 552 559 524 530 540 525
Kyrene del Milenio 674 687 654 642 638 635 615 594 547
Kyrene de la Mirada 440 436 496 545 585 598 581 622 611
Kyrene Monte Vista 467 468 507 556 633 668 652 675 673
Kyrene de los Nifios 515 562 663 707 733 506 534 544 481
Kyrene del Norte 574 542 527 513 460 589 570 494 483
Kyrene de la Paloma 475 503 518 496 509 474 469 481 482
Kyrene de la Sierra 719 674 640 613 535 552 553 535 493
C.l. Waggoner 668 617 597 613 637 643 617 568 545
Subtotal 10,701 | 10,751 10,640 10,560 | 10,559 10,298 10,073 | 9,988 9,711
Grades K-8 2011-12 2012-13 2013-14 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20
Casa Vida 76 85 76 70
Kyrene Traditional Academy 389 386 431 504 525 541 632 700 764
Subtotal 389 386 431 504 525 541 632 700 764
Grades 6-8 2011-12 2012-13 2013-14 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20
Akimel A-al M.S. 1,124 1,119 1,064 1,063 1,074 1,063 1,069 1,085 1,006
Altadeiia M.S. 1,084 1,085 1,080 1,065 1,086 1,043 1,074 1,061 1,028
Aprende M.S. 1,039 1,074 1,022 1,040 1,032 1,093 1,130 1,146 1,128
Centennial M.S. 1,071 1,064 990 1,058 1,030 999 937 937 914
Kyrene M.S. 1,228 1,154 1,107 1,058 1,032 972 943 930 942
Pueblo M.S. 967 935 851 829 820 821 842 864 849
Subtotal 6,513 6,431 | 6,114 6,113 6,074 5991 | 5,995 6,023 5,867
District Enroliment 17,679 17,653 17,261 17,247 17,158 16,830 16,700 16,711 16,342

The regular reporting and use of this type of data allows the District to not only prepare for potential changes in
enrollment and plan for its impact on the budget, but to also watch for any anomalies or variance from
expectations. The resulting outcome is a budget that is aligned to District priorities and that is responsive to
student need, creating an equitable framework for the allocation of resources.
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Performance Measures

High Performing Students

The first goal in Kyrene’s strategic plan is to prepare all students to achieve their full potential in school and life by
providing a dynamic learning environment that maximizes student growth and performance. In alignment with
the District’s vision, dollars are invested more heavily in the classroom than any other area, and Kyrene students
continue to outperform their peers, in large group configurations as well as by comparative districts as defined by
the Arizona Auditor General and illustrated below. This provides the District with an indicator to confirm that
outcomes are in line with budget investments. Kyrene has eight schools that scored in the top 10% of all Arizona
schools in 2019 in English Language Arts (ELA) and in Mathematics. Further, one of Kyrene’s schools was in the
top 25 schools in the state in ELA and two were in the top 25 in the state for Mathematics.

Kyrene Compared to Statewide Results
Spring 2019
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42% 40% 27% 42% 41%
17% 199
l - o
18%  18%  19%  19% Co20% 2% 0 2% 2%
22% 22%
Kyrene Charter State District Kyrene Charter State District
Schools Schools Schools Schools
English Language Arts (ELA) Math
. Highly Proficient/Exceeds . Proficient/Meets :?J;ti;lla\: :;2ficien:/ . 'F\:ilrsiTaallg:l‘r;\j\tiCiem/
Kyrene Compared to Auditor General Peer Districts
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*Auditor General academic peer group is based on district type, poverty, and location.
Auditor General operation peer group is based on district size, type, and location.
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Varying results at the school level can also create opportunities to define differences in budgeted resource
allocations. For example, the inclusion of achievement outcomes in the framework of defining school need may
help indicate the need for, and distribution of, additional intervention resources. The most current school level
achievement and historical results for Mathematics and English Language Arts (ELA) is provided below.

Mathematics English Language Arts
School Name irss  sirss  sirms sirws | [l SChOO! Name Xows  Sipwis  %pms % Pam
Statewide - All Students 38 40 41 42 Statewide - All Students 38 39 41 42
Traditional District Schools 37 39 40 41 Traditional District Schools 36 37 39 40
Charter Schools 45 47 49 48 Charter Schools 47 48 50 51
Kyrene School District 55 58 | 60 | 57 Kyrene School District 58 59 | 59 | 60
Kyrene de las Brisas School 68 69 68 65 Kyrene de las Brisas School 67 70 64 66
Kyrene de los Cerritos School" 79 82 87 80 Kyrene de los Cerritos School* 80 78 73 79
Kyrene del Cielo School’ 76 | 84 | 87 | 79 Kyrene del Cielo School’ 72 | 80 | 79 | 77
Kyrene de la Colina School 50 64 65 60 Kyrene de |a Colina School 48 60 58 64
Kyrene de |a Esperanza School 58 59 57 60 Kyrene de la Esperanza School 61 61 54 57
Kyrene de la Estrella School 71 70 74 67 Kyrene de |a Estrella School 64 67 68 69
Kyrene de Los Lagos School’ 65 81 83 79 Kyrene de Los Lagos School* 65 73 76 73
Kyrene de las Lomas School 38 42 39 36 Kyrene de las Lomas School 40 41 40 44
Kyrene de las Manitas School 51 48 52 56 Kyrene de las Manitas School 49 46 46 56
Kyrene de la Mariposa School 67 66 | 58 | 55 Kyrene de la Mariposa School 63 57 | 56 58
Kyrene del Milenio School 61 | 62 | 64 | 67 Kyrene del Milenio School 56 53 | 52 | 57
Kyrene de la Mirada School' 63 73 82 75 Kyrene de la Mirada School" 65 73 74 74
Kyrene Monte Vista School 83 78 81 83 Kyrene Monte Vista School 82 78 76 79
Kyrene de los Ninos School’ - 37 42 36 Kyrene de los Ninos School® -- 36 30 38
Kyrene del Norte School® - 49 64 65 Kyrene del Norte School™? = 57 68 70
Kyrene de la Paloma School 60 65 65 63 Kyrene de la Paloma School 55 63 57 65
Kyrene de la Sierra School ** 81 87 90 86 Kyrene de la Sierra School "’ 80 84 85 88
C | Waggoner School" 62 68 68 70 C | Waggoner School 56 60 55 67
Kyrene Traditional Academy” 68 77 69 67 Kyrene Traditional Academy” 60 64 63 63
Kyrene Akimel A-al Middle School 48 51 | 51 | 47 Kyrene Akimel A-al Middle School 57 55 | 56 | 53
Kyrene Altadena Middle School’ 63 69 69 70 Kyrene Altadena Middle School® 67 71 71 70
Kyrene Aprende Middle School 58 56 57 53 Kyrene Aprende Middle School 61 60 64 64
Kyrene Centennial Middle School 36 46 40 37 Kyrene Centennial Middle School 43 43 44 43
Kyrene del Pueblo Middle School 50 >4 51 52 Kyrene del Pueblo Middle School 55 53 60 56
Kyrene Middle School 34 | 37 | 33 | 32 Kyrene Middle School 43 40 | 39 | 38
“FY19 perfermance is in the top 10% of all traditional district and charter schoels who had reportable results (1,849 schools). FY19 performance is in the top 10% of all district and charter schools who had reportable results 1,851 schools)
“FYL3 performance is in the top 25 of 2l disiics schools 1333 who had reportable resufs Y18 merformance s n the top 25 of al distictschools (L561] whe had reportable results.
“No comparative data for FY18 dus to school boundary changes. No comparative data for FY16 due to school boundary changes
P13 ested population was 3-5 FY18 ested popuiation wos 31, FT15 tasted pogulation was 3-6 LS tested population was 35 Y13 veeradpopulmtion was 4. 1R temad poputation was 3.6, FLG and FY1 tested populations were &5

High Quality Talent

To ensure the highest quality learning, Kyrene’s second strategic goal is to attract and retain high quality teachers,
administrators, and education support professionals. Kyrene allocates funds to recruit and retain the best and
brightest. Even during a nationwide teacher shortage, 100% of certified teacher positions were filled at the
start of the 2019-20 school year. Having a teacher in each classroom on the first day of school promotes a stable
learning environment for our students.
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Spending by Operational Area

As part of the budget process, the District strives to maximize the 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 in the spring and provides information for the previous fiscal year.

Arizona Revised Statutes §41-1279.03 requires the Auditor General to monitor school districts to determine the
percentage of every dollar spent in the classroom and conduct performance audits of Arizona’s school districts. It
monitors state-wide operational spending trends in instruction and other noninstructional categories such as
administration, plant operations, food service, transportation, student support, and instructional support. 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 includes 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
individual school districts’ measures to peer districts’ measures, Arizona’s measures to national averages, and
Arizona’s measures over time. Operational spending includes instructional and noninstructional 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), interest, and programs that are outside the scope of preschool through grade 12
education, such as adult education and community service programs. Total operational spending includes the
instructional and noninstructional 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.

e |
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Noninstructional Spending

Administration - Salaries and benefits for superintendents, principals, business managers, and clerical
and other staff who perform accounting, payroll, purchasing, warehousing, printing, human resource
activities, and administrative technology services; and other costs related to these services and the
governing board.

Plant operations - Salaries, benefits, and other costs related to equipment repair, building maintenance,
custodial services, groundskeeping, and security; and 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.

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

Student support - Salaries and benefits for attendance clerks, social workers, counselors, nurses,
audiologists, and speech pathologists; and other costs related to these support services to students.
Instruction support - Salaries and benefits for curriculum directors, special education directors, teacher
trainers, librarians, media specialists, and instruction-related IT staff; and other costs related to assisting
instructional staff in delivering instruction.

The results from the latest Arizona Auditor General report from 2019 are listed below. According to the report,
Kyrene’s instructional spending was 61.9%. This amount is substantially higher than the peer district average of
54.5% and the overall state average of 54.7%.

The combined spending for instruction, student support, and instruction support is also identified as “classroom
spending” by the Auditor General. These amounts represent the funding spent for overall classroom activities
within the District. For Kyrene, this amount is 73.6% and is significantly higher than both the peer district average
of 69.2% and the overall state average of 68.8%. 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.

The results for 2019 are similar to the data provided by the Auditor General in previous year reports as Kyrene
has consistently put more dollars into the classroom than its peer groups and also vs. the overall state average.

Spending by operational area

Classroom spending, 73.6%
B Instruction, 61.9%

B Student support, 7.5%

B Instruction support, 4.2%

Instruction

61.9%

Peer av

Nonclassroom spending, 26.4%
B Administration, 8.5%

B Plant operations, 10.3%

B Food service, 3.6%

M Transportation, 4%
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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.

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, the acquisition of or
improvement to land, buildings, or equipment.

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 prior year

100th day).

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.

Function: Method of classifying expenditures that describe the activity for which a service is acquired, or an
expenditure is made.
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Fund: A grouping of related accounts that is used to maintain control over resources that have been segregated
for specific activities or objectives.

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

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

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 describe the service or material
obtained as the result of a specific expenditure.

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 10-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.

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.

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 State 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.
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