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Memorandum

To:

Members, Board of Trustees  

From:

Pascal D. Forgione, Jr., Ph.D., Superintendent

Subject:
EL-7, Budgeting/Financial Planning, Monitoring Report

Date:

May 23, 2003

I certify this information to be accurate as of the close of business on May 23, 2003.
EL-7 states,  “Financial planning for any fiscal year shall not deviate materially from the Board’s Results policies, risk fiscal jeopardy to the district or fail to be derived from a multi-year plan.”

Accordingly, the Superintendent may not develop and present a budget which:

1. Is not presented in a summary format understandable to the Board and that clearly indicates the relationship between proposed expenditures and the Board’s Results priorities and the impact of those funding priorities.

2. Fails to be accompanied by a three-year forecast.

3. Fails to adequately describe revenues and expenditures, tax rates, rollback rates, and district property values.

4. Fails to show the amount spent in each fund, function, and object for the most recently completed fiscal year, the amount budgeted for each fund, function and object for the current fiscal year and the amount recommended for the next fiscal year.

5. Fails to disclose budget planning assumptions.

6. Plans for the expenditure in any fiscal year of more funds than are conservatively projected to be available during the year. 

7. Proposes to reduce the total fund balance in the General Fund to less than 50% of the optimum according to the fund balance and cash flow calculation worksheet in the Annual Financial Reports.

8. Fails to provide adequate and reasonable budget support for Board development and other governance priorities, including the costs of district elections, fiscal audits, Board and committee meetings, Board memberships and district legal fees.

9. Fails to take into consideration fiscal soundness in future years or ignores the building of organizational capabilities sufficient to achieve Results in future years.

10. Fails to reflect anticipated changes in employee compensation, including inflationary adjustments, step increases, performance increases and benefits.
1. Is not presented in a summary format understandable to the Board and that clearly indicates the relationship between proposed expenditures and the Board’s Results priorities and the impact of those funding priorities.
In Partial Compliance  
The budget summary was presented to the Board on June 10 and again on August 2, beginning in a general format, by Fund, and then in subsequent pages by Major Function Area, then by Individual Functional Area, then by Class, then by Function/Class, then by Object, then by Function/Object, then by Program, then by Program/Function, and concluding with the detailed Program/Function/Object.
The introduction to the 2002-2003 budget states that the proposed budget “supports the District’s Mission, Vision, Goals and Improvement Plan”.  
We expect to continue to work with the Board to refine and develop the summary format, and the administration looks forward to receiving from the Board specific examples of acceptable formats.  We will also research what other districts are doing.

2. Fails to be accompanied by a three-year forecast.

In Compliance

Numerous three-year projections were presented to the Board.  The administration will continue to provide three-year projections, as additional finance related information becomes available.

3. Fails to adequately describe revenues and expenditures, tax rates, rollback rates, and district property values.

In Compliance

The summary budget included common, generic descriptions of all revenues and expenditures.  Included also was a tax rate history for the past ten years, as well as a taxable property value history for the past ten years.

The administration and Board spent a great deal of time discussing property values and tax collection percentages.  Subsequent to receiving the Preliminary Budget, the Board received the Notice of Public Hearing on Tax Increase, that provided information on the district’s rollback rate.

4. Fails to show the amount spent in each fund, function, and object for the most recently completed fiscal year, the amount budgeted for each fund, function and object for the current fiscal year and the amount recommended for the next fiscal year.
In Compliance

The budget was constructed according to the Texas Education Agency (T.E.A.) Guidelines and Generally Accepted Accounting Principals.  T.E.A. requires that all budgets show the amount of proposed revenues and expenditures by fund, function, and object.
5. Fails to disclose budget planning assumptions.

In Compliance

Included in the Preliminary Budget were the budget planning assumptions agreed to by the Board and administration, and approved by the Board February 25, 2002.

6. Plans for the expenditure in any fiscal year of more funds than are conservatively projected to be available during the year.
In Compliance

The administration presented the proposed budget in a manner that detailed all revenues and expenditures.  In addition, the administration reviewed the proposed budget for the Board and the public on numerous occasions, explaining the revenues and expenditures and any major changes to revenues and expenditures from the previous year.  In the final adopted budget, revenues equal expenditures.
7. Proposes to reduce the total fund balance in the General Fund to less than 50% of the optimum according to the fund balance and cash flow calculation worksheet in the Annual Financial Reports.
In Compliance

The proposed budget indicated an appropriation of $9,097,693 from the fund balance of the general fund.  The administration assured the Board that the use of these funds would not violate the Board assumption that indicated the Board desired to retain a general fund fund balance of not less than 7.5% of the current year expenditures.
8. Fails to provide adequate and reasonable budget support for Board development and other governance priorities, including the costs of district elections, fiscal audits, Board and committee meetings, Board memberships and district legal fees.
In Compliance

Included in the budget are funds for the following:

Legal Fees/Costs
$1,028,084


Audit Fees
$250,000


Board Expenses
$228,987

No elections are contemplated during 2002-2003.

9. Fails to take into consideration fiscal soundness in future years or ignores the building of organizational capabilities sufficient to achieve Results in future years.

In Compliance
The administration routinely presents for Board discussion four years analysis of revenues, expenditures, employee compensation increases, tax increases, changes to property values and changes to fund balance.  In addition, the administration asked outside consultants to present their analysis of administration’s assumptions regarding future revenues, expenditures, and state funding abilities. 
The proposed budget had no negative impact on the fiscal soundness in future years, or on the building of organizational capabilities sufficient to achieve Results in future years.
10. Fails to reflect anticipated changes in employee compensation, including inflationary adjustments, step increases, performance increases, and benefits.

In Compliance

Included in the budget was a 3% average pay increase for all employees.
The administration sought and received input regarding compensation and benefits from the DAC and Education Austin.  The administration also surveyed area school districts and larger districts throughout Texas regarding proposed beginning salaries and salary increases.

