EUGENE PUBLIC SCHOOLS
School District No. 4J, Lane County
January 7, 2010

MEMORANDUM
To: Budget Committee Members

From: George Russell
Superintendent

Re:  January 11, 2010 Budget Committee Meeting

This memo is intended to give you an overview of the meeting and describe the materials in
your packet.

I Roll Call
L. Items Raised by the Audience

Public testimony is welcomed at budget committee meetings and time is set aside at each
meeting to hear comments from the audience.

. Items for Information and Discussion

A. Review Enrollment Projections
District enrollment projections will be provided at the meeting. Instruction staff will review the -
projections.

B. Review 2009-10 Financial Summary
Included in your packet is the 2009-10 financial summary. Finance staff will review the
information.

C. Review Proposed Public Input Process
Barb Bellamy, Chief of Staff, will share a proposed public input process and timeline with the
committee. The proposed process and timeline are included in your packet.

D. Respond to Budget Committee Member Information Requests
At the November 16, 2009 Budget Committee meeting, budget committee members were given
the opportunity to request information they might need to make informed decisions during the
budget process. Staff will provide responses to several requests.

Iv. Items for Action at This Meeting

A. Review Draft of District Financial Forecast and Provide Direction for Balancing

the 2010-11 Budget
This financial forecast has been prepared in response to the district's adopted management
goal of maintaining long-term financial stability and its adopted policies related to preparation of
an annual forecast. The forecast establishes key assumptions underlying the projections and
identifies variables that may cause the projections to change. lts purpose is to provide the
fullest picture of the district’s financial future so that decision-making today can support high
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quality and innovative educational programs tomorrow. The draft forecast serves as a basis for
the Superintendent’s recommendation on parameters for balancing the coming year’s budget.

General Fund Forecast

The nationwide economic upheaval over the last several months continues to cast a shadow of
uncertainty on the district's revenue outlook. While most economists agree that in technical
terms the Great Recession has ended, it will be several years before the economy recovers to
pre-recession levels. One of the last economic indicators to typically recover is employment,
and both the state and the nation continue to struggle with high unemployment rates. The State
School Fund (SSF) which relies heavily on income tax revenue provides approximately 87%
($123 million) of the district's general fund revenues. The SSF is also reliant on property tax
revenues which have faltered due to declining real market values and foreclosures. For three
fiscal years starting in 2008-09, state fiscal stabilization funds provided as part of the American
Recovery and Reinvestment Act have been used to boost SSF revenues. The district’s local
option levy is based on real market values exceeding assessed market values and provides
approximately 9.5% ($13.5 million) of general fund revenues.

Due to the economic uncertainty, financial services staff has prepared three forecasts - a base
forecast using state funding at the legislatively adopted 2009-11 K-12 funding level, a forecast that
excludes revenue from Measures 66 and 67, and a forecast that excludes the release of $200
million in state reserves for K-12 funding in addition to revenue from Measures 66 and 67. On
the expenditure side, all forecasts assume the current service level less expenditures that were
only funded through 2009-10. A list of the expenditures removed is included in your packet. The
forecasts also include an increase in PERS rates in both the 2011-13 and 2013-15 biennia when
the composite PERS rate is expected to rise by seven percentage points and three percentage
points, respectively. Rates for the 2011-13 biennium will be set based on the December 2009
PERS fund valuation. The forecast includes reserving a portion of the savings generated from the
2009-11 PERS rate decrease to offset anticipated rate increases in the 2011-13 biennium.

Projected operating performance is presented below. As the chart shows, operating deficits are
projected in every year.
Annual Deficit—General Fund
If Corrective Action Taken
(Millions of $) 10-11 | 1112 | 12-13 | 13-14 | 14-15
Base Forecast (2,278) |(11,738)| (1,795) | (4,876) | (572)
Excluding Measures 66 and 67 (10,033)] (9,762)| (1,717)| (4,985)| (675)

Excluding Measures 66, 67 and (15,443)| (7,387)| (1,614)| (5,040) (727)
state reserves

Capital Forecast

Financial and Facilities staff will update the capital forecast and share the information at a future
budget committee meeting.

Superintendent’s Recommendation for 2010-11 Budget

| recommend that the Budget Committee direct the Superintendent to propose a balanced
budget for 2010-11 that:

> ls guided by the district's mission, core values, board goals and key results,




Retains sufficient reserves to meet cash flow needs, maintain the district’s bond rating

and achieve board targets for contingency and reserves,

Sets aside funding to offset anticipated future PERS rate increases,

Takes into consideration stakeholder feedback,

Positions the district to implement sustainable budgeting practices, and

Addresses the shortfall by making service or cost reductions, using the following criteria:

* Focus on the instructional core, keeping board goals and key results at the forefront
of decisions;

= Retain sufficient funds to manage the required human resource, financial,
information technology, leadership and facility maintenance activities of the district;

* Minimizes layoffs to the extent possible;

* Be mindful of the long-term, avoiding short-term solutions that may have harmful
long-term consequences.

VVVY V¥V

B. Set Date for Next Budget Committee Meeting
| recommend that the Budget Committee set the next meeting for Monday, February 8, 2010 to
discuss the impact of the January 26" election and budget reduction strategies. | also request
that the Budget Committee reserve February 22, 2010 for continued discussions on budget
reduction strategies, if necessary, and March 8 and 15, 2010 to discuss the responses from the
public input process and the state’s March forecast.

| propose that Monday, May 10, 2010 be set to receive the budget message and proposed
2010-11 budget. In case additional meetings are necessary to review the budget, | would
recommend reserving May 17, 2010.

V. ltems Raised by Members of the Budget Committee

Budget Committee members will have an opportunity to raise issues that are not included on the
agenda.

VHI.  Adjournment
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2010-11 Budget Process — Public Input Process
Draft Revision - Jan. 8, 2010

Question:
When and how should the Budget Committee consult with stakeholders before providing
direction on budget priorities and budget reduction strategies for 2009-10?

Objectives:
® Increase understanding of the district’s financial situation and the range of budget-balancing
strategies that are available to the district.

= Hear perspectives from across our schools and community that will inform Budget
Committee deliberations on the 2010-11 budget recommendation and have implications for
the 2011-13 budgets.

Staff recommendation:
1) Conduct the budget input process in February and early March 2010, when our budget reduction
target for 2010-11 will be known.

2) Utilize both a web survey and stakeholder forums to gather input on specific budget-balancing
options.

Web survey: February 9-16 (1 week — Tuesday-Tuesday)
= Conduct web surveys to gain input from staff and community.

* Encourage greater participation among high school students.

Stakeholder Forums: February 22-March 4 (2 weeks)
= Schedule 4 regional forums for invited site council representatives
Invite each school in the region to send 2 site council representatives. This allows
participants as well as Budget Committee members to hear from all schools.

Purpose of forums:

Provide an opportunity to present information about the district’s financial situation, share
the web survey results, have dialogue, and test some possible scenarios that align with the
survey results.

® Schedule 2-3 additional forums or conversations with other community stakeholder
groups, such as a breakfast with business community members and a breakfast with some
of our key communicators.

= Seek similar input from existing district groups such as the superintendent’s high school
student advisory panel and the Equity Committee.

= Assign two or more Budget Committee members to attend each forum to hear the
conversation among participants.



M January 11

T January 26

M February 8

T-T February 9-16

February 19

February 22

Budget Input Process Time line
January 8, 2010

Budget Committee Meeting
Check in on process
Questions:
If the tax measures pass, do we still conduct the process?
If so do we adjust the budget-balancing options that are presented?

Follow-up:
Communication with principals regarding the public input plan
Develop a tentative schedule for stakeholder forums and conversations

Election

Budget Committee Meeting
Final direction to proceed with web survey & workshops

Web Survey

Email survey results to Budget Committee with February 22 agenda packet

Budget Committee Meeting
Discuss web survey results and plan for stakeholder forums & and conversations

February 26-March 5 Regional forums & other conversations with stakeholders

March 8 ?

Budget Committee Meeting (instead of March 15)






