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* None of the Washington DC region’s population gain over the
past 22 years can be attributed to domestic migration.

« Over the past two decades, nearly all of the population growth in
the Washington DC region was due to international immigration
and the higher fertility rates of the foreign-born population.

+ Households that move into the Washington DC region from other
parts of the U.S. tend to be smaller and have lower incomes than
households moving out.

« People moving into the region tend to be younger, and therefore have |
smaller household sizes and lower incomes. Out-migrants are more
likely to be families and have higher incomes.

Source: Center for Regional Analysis, George Mason University Schoo! of Public Policy
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ACPS Enrollment Trends:

Actual and Preliminary Projections
13,800

FYO7 to FY10 130
up 13.1% 12800

FYO09 to FY10§ ™"

up 4.1% 'u’E-’ 11,800

10,800

FY 11 to FY15 st
up 13.9% ’

FY FY FY FY FY FY FY FY FY FY FY FY FY FY FY FY
2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 201C 2011 2012 2013 2014 2015
Sept Sept Sept Sept Sept Sept Sept Sept Sept Sept Sept Proj Proj Proj Proj Proj

Fiscal Year

—— Actual —a - Projected
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15.0%

Increase in Operating Fund Expenditures
FY 2004 Actual to FY 2010 Budgeted

10.0%

0.0% -

-5.0% -

FYDS Actual FY06 Actual : F\"OTActuaI FY08 Actual -

-7.3%

-10.0%

Operating Fund Annual Increase

| Per Student Annual increase

10



ACPS Revenue Sources

Operating Fund

Revenue Sources FY 2010 State Funds
13.7%

Beginning
Balance
2.2%

Local Funds
0.8%

City FederanFunds
Appropriation 0.0%
83.3%

3
}

11



Grouped expenditures
into several
categories

Fully budgeted for all
items needed
(completeness rule)

Identified other
mandatory increases

Used data-driven
allocations

e Used historical trends
(adjusted) for other
non-personnel items
and benefits rates

Collaborated with
City, state and other
stakeholders

Forecasted revenues
based on City and
state projections,
adjusted for economic
outlook

12



~ FY2011 compared to FY2010
City appropriation: -2% to +2% change
State sales tax: 5% decrease

State basic aid is enroliment-driven

ARRA funding: SFSF (State Fiscal
Stabilization Fund) may no longer be
available

Beginning fund balance: an increase of $1.2
million compared to beginning balance for
FY 2010 budget (see FY2009 year-end fund
balance report)

13



City Appropriation

City appropriation accounts
for about 83% of ACPS
operating revenue

FY 11
FY 12
FY 13
FY 14
FY 15

2.0%
2.5%
3.0%
3.5%
4.0%

State sales tax revenue

Sales tax accounts for
about 4.7% of ACPS
operating revenue

FY 11
FY 12
FY 13
FY 14
FY 15

-5.0%
-1.0%
+1.0%
+1.5%
+1.5%

State basic aid revenue (9% of ACPS operating revenue)

Change is based on enroliment. No modifications to state
legislature approved funding formulas are assumed.

14



x(?relsmmary suhge&i ta change}

e Student growth: based on
preliminary budget projections.
The key variable here is
“absorptive capacity”, the
number of students who can be
absorbed with existing staffing.

The preliminary forecast assumes
20% absorption rate.

* Modified zero-based budgeting
« Data-driven resource allocations

e Step: the preliminary forecast
includes the cost of step.

e Student-teacher ratio: staff is
reviewing best use of capacity
and will report results to the
Board in November

Strategic plan implementation
might require reallocation or
redirection of resources

ARRA (SFSF) expenditures
expected to come off of ARRA
funding and returned to the
operating fund in FY 2012

17.91% VRS contribution rate,
compared to 13.81% in FY 2010

ACPS supplemental retirement:
2071(:;% compared to 2.25% in FY

13% annual health insurance
increase based on the history of
paid claims.

15



Impact

on five-year budget forecas

255,000,000

255,600,000

245,000,000

235,000,000

225,003.000

215,000,000

165,000,000

185,000.000

175,600,000

FY 2011 - FY 2015 Forecast

o

i

FY 10 FY11 Forecast FY12 Forecast FY13 Forecast FY14 Forecast FY15 Forecast

I:O—Revenue —#— Expenditures: Case 1 | 16
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Funding Gap

Based on a 2% Increase to the City Appropriation

FY11 Forecast  FY12 Forecast | FY13 Forecast FY14 Forecast FY15 Forecast |

Funding Gap (10,925,306)| (7,002,581), (4,334,358) (3,834,360); (3,190,495)

18
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$11 million gap represents almost 100% of the
total budget for utilities, leases, educational
supplies, and textbooks

$11 million gap equals also to 77% of the
employer’s share of health care benefit

$11 million is also the equivalent of:
— 254 FTE’s on Support Scale (35% of all support
employees) or
~ 116 FTE’s on Teacher Scale (9% of all teachers) or

- 76 FTE’s on Administrator Scale (79% of all
administrators)

20



Value of one-cent on the real property tax
rate: approx. $3.0 million

1% change in City appropriation: $1.6
million

1% change in state sales tax: approx. $0.1
million

1% change in state aid: approx. $0.17
million.

21




Our Challenges

Closing the “A B C Gap”

- Achievement

- Budget

- Capacity

Educating More students

Greater pressure on school facilities due to
population growth

Revenue constraints and uncertain economic
environment

Expenditure: cost drivers and cost structure

22



Our Commitment

To meet the division goal of higher
achievement for each and every student

To attract and retain the best and highest

performing employees

To think creatively about how to reach our
goals

To be careful stewards of the public funds

To work collaboratively with the City, Board,
staff, state, and all other organizations and
stakeholders.

23



e November 1, Sunday: School Board retreat

¢ November 3, Tuesday: CIP long-range plan

e November 7, Saturday: City budget retreat

24
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ACPS Forecast: Five Sconarios for FY 2011

S io1 S o2 Scanario 3 Scenario 4 Scenario §

Remaining funding (gap)/surplus (17,509,093)  (15,863,146)  (14,217,199)  (12,571,263)  (10,925,306)

(Gap)/surplus as percent of prior year -8.86% -8.03% -7.20% -6.36% -5.63%

Annual expenditure change including 7.84% 7.94% 7.94% 7.94% 7.94%
imulus funds

Balancing reduction as % of city revenue <10.85% -8.74% -8.64% «7.56% -6.51%

i Forecasting Assumption Details

fom Element . - oo o ooccooo o Scenariod s Seendrio 2 - Scenariod Scéhariod . Scenario §
1 Maintain 2010 half-year step? Y $ 1,848,047 § 1,848,047 $ 1,848,047 $ 1848047 § 1,848,047
2 MRA 0.00% 0.00% 0.00% 0.00% 0.00%
$ impact (salaries only) $ - 8 - % - 3 - % k
3 Step Full Year 2.60% 2.60% 2.60% 2.60% 2.60%
$ impact (salaries only) $ 2983661 $ 2983661 $ 2983661 $ 2983661 $ 2,983,661
4 New Lapse Savings Rate 1.50% 1.50% 1.80% 1.50% 1.50%
Change in Lapse Savings $ (265,345) $ (265,345) $ (265,345) $ (265,345) $ (265,345)
5 Benefits Cost Increase 16.20% 16.20% 16.20% 16.20% 16.20%
Benefits cost increase $ impact $ 7645941 $ 7645941 $ 7645941 $ 7645941 $ 7645941
6 Enroliment growth 3.70% 3.70% 3.70% 3.70% 3.70%
7 Absorption 20.00% 20.00% 20.00% 20.00% 20.00%
New students 432 432 432 432 432
Homeroom FTE teachers 29.00 28.00 29.00 29.00 29.004
Special education, ELL, art, music, PE 14.11 14.11 1411 14.11 14.11
$ impact (salaries and benefits) $ 3375176 $ 3375176 $ 3375176 $ 3,375176 $ 3,375176
Other operating expenditures
8 Outside services 0.70% 0.70% 0.70% 0.70% 0.70%
$ impact $ 50,117 $ 50,117 § 50,117 § 50,117 $ 50,117
9 Cost of contracted transportation 10.00% 10.00% 10.00% 10.00% 10.00%
$ impaci $ 91,629 § 91,628 §$ 91629 $ 91,629 $ 91,629
10 Other 1.67% 1.67% 1.67% 1.67% 1.67%
$ impact $ 255520 $ 255,520 % 255,520 $ 255,520 $ 255,520
1" Utilities 0.00% 0.00% 0.00% 0.00% 0.00%
$ impact $ - % -8 -8 -8 -
12 Fuel 0.00% 0.00% 0.00% 0.00% 0.00%
$ impact $ - $ - 8 -8 -8 -
13 New expenditures $ - % - 8 -8 -8 -

14 ARRA funded-projects returned to operating

16 State Sales Tax Rate of Change -5.00% -5.00% -5.00% -5.00% -5.00%
$ impact $  (461,135) $  (461,135) $  (461135) $  (461,135) $  (461.135)
Sales tax estimate $ 8761565 $ 8761565 $ B761565 $ B8,761565 $ 8,761,565

“**revised October 19, 2009
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FY 2011 - 2015 Fiscal Forecast
Five Year Outlook

ACPS 5-year forecast: Results

FY11
Remaining funding (gap)/surplus (10,925,306)
(Gap)/surplus as percent of prior year -5.53%
Annual expenditure change including 7.94%
stimulus funds
Balancing reduction as % of city revenue -6.51%

FY12
(7,002,581)

-3.28%
4.91%

4.07%

FY13
(4,334,358)

-1.94%
4.59%

-2.45%

Forecasting Assumption Details {figures in blue may be modified)**

FY11

Element

Maintain 2010 half-year step? $ 1,848,047
2 MRA 0.00%
$ impact (salaries only) $ -
3 Step Full Year 2.60%
$ impact (salaries only) $ 2,983,661
4 New Lapse Savings Rate 1.50%
Change in Lapse Savings $ (265,345)
5 Benefits Cost Increase 16.20%
Benefits cost increase $ impact $ 7645941
6 Enroliment growth 3.70%
7 Absorption 20.00%
New students 432
Homeroom FTE teachers 29.00
Special education, ELL, art, music, PE 14.11
$ impact (salaries and benefits) $ 3,375,176
Other operating expenditures
8 Outside services 0.70%
$ impact $ 50,117
9 Cost of contracted transportation 10.00%
$ impact $ 91,629
10 Other 1.67%
$ impact $ 255,520
11 Utilities 0.00%
% impact $ -
12 Fuel 0.00%
$ impact $ -
13 New expenditures $ -
14 ARRA funded-projects returned to operating
2010 City appropriation
15 City Appropriation Change 2.00%
16 State Sales Tax Rate of Change -5.00%
$ impact $ (461,135)
Sales tax estimate $ 8,761,565
Revised October 18, 2009

Forecast

FY12

Forecast

$ 1,848,047

0.00%
$ -
2.60%
$ 3,089,524

1.50%
$ (381,454)

5.39%
$ 3,001,672

3.70%
20.00%

448

30.00

14.63

$ 3,494,218

0.70%

$ 50,468
16.00%
100,792
1.67%
259,794
0.00%

0.00%

548,736

2.50%

-1.00%
(87,616)
$ 8,673,949

R

$

$

©w A

$

FY13

Forecast

1,848,047

0.00%

$ -
2.60%
3,180,112

1.50%
(500,972)

517%
3,084,057

3.70%
20.00%
465

31.00
16.13
3.611,152

0.70%
50,821
10.00%

110,871

1.67%

264,140
0.00%

0.00%

3.00%

1.00%
86,739

$ 1,848,047 $ 1848047
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" ACPS Forecast: Five Scenarios for FY 2011

Scenario 1 Scenario 2 Scenario 3 Scenario 4 Scenari
Remaining funding (gap)/surpius (17,509,093) {15,863,146) (14,217,199} (12,571,253) (10,925,306}
(Gap)/surplus as percent of prior year -8.86% -8.03% ~7.20% -8.36% -8.53%
Annual expenditure change including 7.94% 7.94% 7.94% 7.94% 7.84%

stimulus funds

Balancing reduction as % of city revenue » -10.85% -9.74% -8.64% _-7.56%
Forecasting Assumption Details '
Element Scenario 1 Scenario 2 Scenario 3 Scenario 4
Maintain 2010 half-year step? $ 1,848,047 $ 1,848,047 % 1,848,047 1,848,047 1,848,047
2 MRA 0.00% 0.00% 0.00% 0.00% 0.00%
% impact (salaries only) $ - $ -8 -5 -8 i
3 Step Full Year 2.60% 2.60% 2.60% 2.60% 2.60%
$ impact (salaries only) $ 2983661 S 2983661 $§ 2983661 $ 2983661 $ 2,983,661
4 New Lapse Savings Rate 1.50% 1.50% 1.50% 1.50% 1.50%
Change in Lapse Savings 3 (265,345) § (265,345) $ (265,345) % (265,345) % (265,345)
5 Benefits Cost Increase 16.20% 16.20% 16.20% 16.20% 16.20%
Benefits cost increase $ impact $ 7645941 $ 7645841 $ 7645941 § 7645941 $  7.645941
6 Enrollment growth 3.70% 3.70% 3.70% 3.70% 3.70%
7 Absomption . 20.00% 20.00% 20.00% 20.00% 20.00%
New students 432 432 432 432 432
Homeroom FTE teachers 23.00 29.00 28.00 29 00 28.00
Special education, ELL, art, music, PE 14.11 14.11 14 .11 14.11 14.114
§ impact (salaries and benefits) $ 3,375,176 3 3375176 & 3,375176 & 3375176 §$ 3,375,176
Other operating expenditures |
8 Outside services 0.70% 0.70% 0.70% 0.70% 0.7
$ impact 3 50,117 % 50,117 § 50,117 $ 50,117 § 50,1
9 Cost of contracted transportation 10.00% 10.00% 10.00% 10.00% 10.00%
$ impact 3 91,629 ' § 91629 $ 91,628 $ 91629 $ " 91,629
10 Other 1.67% 1.67% 1.67% 1.67% 1.67%
$ impact 3 255520 % 255,520 % 255,520 § 255,520 $ 255,520
11 Utilities 0.00% 0.00% 0.00% 0.00% 0.00%
$ impact $ - $ - 8 - 5 - % -
12 Fuel 0.00% 0.00% 0.00% 0.00% 0.00%
3 impact $ - 8 - 8 - 3 - 8 -
13 New expenditures $ - 8 - $ - 3 - %

14 ARRA funded-projects returned to operating

2010 City appropriation

ibisroptiation Change.

16 State Sales Tax Rate of Change -5.00% -5.00% -5.00% -5.00% -5.00%
$ impact $ (461,135) & (461,135) & (461,135) 3% (461.135) ¢ (461,135)
Sales tax estimate $

8761565 $§ 8761565 $§ 8761565 $ 876155 $ 8761565

“**revised October 19, 2009
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