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Presented December 4, 2008
The following budget represents the financial plan of the School District of University City for the fiscal year 2008-2009 (FY09).  Its primary purpose is to provide timely and useful information concerning the past, current, and projected status of the District.

Budget Overview

The District is projecting an operating budget deficit in FY09 of approximately $2.3 million.   The District is also forecasting a small budget deficit of approximately $220,000 in the capital projects budget.  The Administration feels that the District has ample reserves to cover the deficits in both the operating and capital project funds.  In addition, the District has historically under-spent its budgeted operating expenditures which improved the financial outlook.  However, it is imperative that the District develops a long-term plan to balance the budget in the future.
The net operating fund balance on June 30, 2008 was approximately $9.4 million, or 23.9% of operating expenditures.  The operating fund balance on June 30, 2009, is projected to decrease to approximately $7.1 million, or 17.2% of operating expenditures.  The capital projects fund balance is expected to be approximately $4.4 million at the end of FY09.  The Board of Education has not determined how the capital project funds will be spent; however, these funds have been discussed in The Community Engagement Process and the use of these funds will be included in the recommendations to the Board.
Revenue

Total operating revenue projected for FY09 is expected to increase by only approximately $20,000.  The District will not receive any additional revenue from the reassessment because St. Louis County did not assess properties in 2008.  St. Louis County only assesses property in odd-numbered years.  Also, Sales tax revenue is expected to decrease by approximately $200,000 due to a decline in enrollment (Funding is based on attendance data from FY08).  The operating revenue increases are primarily due to an increase in revenue from the State’s Foundation Formula and an increase in Early Childhood Special Education Revenue.  Debt service revenue is not anticipated to significantly change in FY09.
Expenditures

Operating expenditures for FY09 are projected to increase by approximately $1.9 million, as compared to FY08.  This projection represents about a 4.8% increase over the prior year and is primarily due to increases in salaries, fringe benefits, and adoption of new communication arts and science textbooks.  The Administration is also estimating a decrease of approximately $115,000 in capital project expenditures. Capital project expenditures increased significantly in FY08 due to the purchase of pianos and the upgrade of the high school’s fitness facility.  

The Debt service expenditures are expected to increase by approximately $100,000 in FY09.  In August 2008, the District realized the economic benefit of interest savings by defeasing (paying off) portions of its 2007 bond issue and refinancing portions of its 1998 and 1999 bond issues.
Tax Rates

The 2008 tax rates by fund are shown on the Tax Rates/Assessed Valuation page of this report. House bill 1150 passed by the legislature in 2002 has revised the tax rate calculation process.  This legislation creates a separate tax rate for each subclass of property (residential, agricultural, commercial, and personal), instead of a single property tax rate that was previously applied to all property.  In addition, a blended rate (a combination of the subclass rates) was established. 

The impact of the Proposition C rollback waiver approved by the voters in April 1996 is reflected in the rates.  The tax rates were set on August 24, 2006.

Financial Outlook

The District has adequate reserves to cover an operating deficit in the current year, FY09.  However, the revenue projection for the next several years is very concerning.  Due to the current real estate market, preliminary information from St. Louis County indicates that assessed values may decrease in 2009.  A decrease in assessed values would mean that the District would not receive a cost-of-living increase in tax revenue in FY10.  Further, the District is currently in the third year of the State’s Foundation Formula, which is locked-in for seven years.  Due to declining enrollment, the Administration is forecasting a decrease in State revenue of approximately $525,000 in FY10.  Current projections of operating revenue indicate that it will be impossible for the District to fund all of its current operations and maintain competitive salaries.

The Board has charged the Administration with the development of a long-term financial plan.  The Community Engagement Process has made District finances a key area to examine and seek solutions.  The Administration is confident that a long-term financial plan will be part of the recommendation to the Board in December 2008.  However, both the Administration and the Board must continue to examine the budget and streamline expenditures in order to control the operating deficit and maintain its reserves.

Regarding debt service, the District is in an excellent position to seek a future bond issue with increasing the debt service tax rate.  The Administration continues to work with investment professionals in examining the bond market.  Current projections indicated that the District could seek a no-tax-rate-increase bond issue of approximately $53 million in April 2009.
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