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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:

August 25, 2003

I certify this information to be accurate as of the close of business on August 25, 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 Compliance  
To ensure an ongoing, meaningful dialogue about the budget, the Board was presented with budget documents throughout the budget process.

· Superintendent’s Working Paper on the Budget – January 21, 2003

· Task Force on the Budget Report – March 17, 2003

· Superintendent’s Budget Reduction Recommendations for Fiscal Year 2003-04 – March 24, 2003

· Preliminary Budget Information – June 12, 2003

· Proposed Budget for the Year 2003-04 – August 11, 2003
Trustees also discussed the budget on August 18 and August 21 and held a public hearing on June 19 and August 21.
The Preliminary Budget Information and Proposed Budget for the Year 2003-04 were organized by Fund, and in subsequent pages by Major Function Area, Individual Functional Area, Class, Function/Class, Object, Function Object, Program, Program Function, and Program/Function/Object.

The Superintendent’s Budget Reduction Recommendations included rational for his recommendations, as well as the impact of his proposed recommendations on the department, organization, or campus.

Pages 10-50 of the Proposed Budget for the Year 2003-04 provide details regarding ongoing district initiatives and budget changes, showing clear alignment with the Board’s Results Policies.  Pages 51-57 provide a description of major budget changes.  Pages 58-69 provide budget highlights.  

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

In Compliance

Numerous three-year projections were presented to the Board during the budget process.  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.
In the budget documents the administration detailed all of the major changes to revenues, expenditures, and fund balance.  In addition, the administration provided the Board with clarification and responses to Board questions via email and written memos.  As additional information became available during the budget process, the administration promptly shared this information with the Board.
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 and proposed tax 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 Principles.  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

The Board adopted Key Strategies, Priorities and Assumptions for 2003-2004 at the December 9, 2002 Board meeting. 

In June, following receipt and analysis of the 2003-04 TAKS results, the administration proposed new initiatives (high school class size reduction and enhanced support for bilingual students).  An initiative for struggling readers at the middle school level was proposed in August following Board discussions about concerns for middle school achievement.

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 on June 16 and 19, and August 4, 11, 18, 21, and 25, 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.  The administration pointed out that revenues equal expenditures only through the appropriation of $30,164,228 from the General Fund Fund Balance, and the appropriation of $4,460,000 from the Debt Service Fund Balance.  Thusly, 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 $30,164,228 from the fund balance of the General Fund.  The administration pointed out to the Board that such a large utilization of fund balance may cause the District to be out of compliance regarding minimum fund balance requirements.
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
$1,102,455

Audit Fees
$210,000


Board Expenses
$237,543


Board Election
$112,000

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 three-year 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. 
For 2001-2002, the District received the highest rating possible, Superior Achievement, from the Texas Education Agency regarding the state’s Financial Integrity Rating System of Texas, for school district financial accountability.  

In addition, for 2001-2002 the District received the Distinguished Budget Presentation Award from the Government Finance Officer Association.  This prestigious award was earned by only nine other districts in Texas for the 2001-2002 year.  

The District’s budget was also in 100% compliance with Texas Education Agency budgeting requirements.  

The proposed budget has minimal 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 pay increase of at least $410 for all employees, and an insurance benefit increase of $189 per year per employee.

