WARWICK PUBLIC SCHOOLS

PETER P, HOROSCHAK, Ed [, 34 Warwick Lake Avenue
SUPERINTENDENT Warwick, Rhode Island 02889
TEL (401) 734-3000
FAX (401) 734-3105
TTY 1-800-745-5558
www warwickschools.org

TO: Mayor Scolt Avedisian
Membars, Warwick City Council

FROM: Peter P. Horoschak, Superintendent ﬂ?fﬂ;« P e */Da
DATE: April 28, 2009
RE: Superintendent's Proposed Budget FY 2010

The aftached materials were presented fo the School Committee Monday, April 27" and Tuesday, April
28" in support of the FY 2010 budget request  The revenue stream projections that back this budget are very
conservative in fight of the ecanomic conditions impacting the state and the ¢ty Of course, there are numerous
unknowns on the revenue side, which most likely wor't be answered until the end of the 2008-2009 school year,
Every effort was made to reduce expenses and to plan for cost effective operations. The results of consolidation
of elementary schools In FY 2009 and other personnel reductions over the past five years is having a positive
impact on the school department’'s bottom fine request.

Between the FY 2005 and FY 2009 budget years the following positions were eliminated from the
school department's employee groups:

Administration — 8 FTE's

Middie Management ~4 FTE's

Certified Instructional Staff 76 FTE's

Classified staff has been increased by 11 during the same period

The classified staffing increase is primarily due fo the addifion of feaching assistants for classes serving special
education students previously assigned to outside placements. The cost of these positions was offset by the
efimination of tulion payments to private special education schools

I want to emphasize that the econemic health of a community is impacted by the quality of its public
school system. Housing values are influenced by the public's perceptions of the city’s schools. The Warnwick
Public School Department must have sufficient funding to meet the educational needs of all Its students to
prepare them to become productive citizens able to meet the challenges of the 21% century. Preserving,
expanding and improving programs Is the first priority of the schoo! department. 1t is also essentiat that the
school department maintain and renovate school facilities to create the proper physical envircnment to carryout
these programs.

This budget request is predicated on the consclidation of cne elementary school in FY 2010, The
Warwick School Committee is scheduled fo approve a budget submission on Monday, May 4, 2008. This
document does not reflect any adjustments or amendments which the school commitiee may make.

If clarification of any item is needed, piease contact my office and | will see to it that an answer is
provided,

WARWICK PUBLIC SCHCOLS DO NOT DISCRIMINATE ON THE BASIS OF AGE. SEX. SEXUAL QRIENTATION, RACE,
REUIGION. NATIONAL ORIGIN. COLOR QR DISABILITY IN ACCORDANCE WITH APPLICABLE LAWS AND REGULATIONS.



Warwick School Department Budget
Fiscal Year 2009-2010

BUDGET NARRATIVE
(Revised 04/28/09)

INTRODUCTION

The budget for FY 2009-2010 is presented for consideration and review to the Warwick
School Committee. This year’s budget finds the school department in a stable financial
position, allowing us to eliminate our debt to the city while maintaining a solid
educational program for the students and families of our community. There are issues to
be addressed. This year, the amount of state aid for both FY 2009 and FY 2010 remains
unclear. In addition, the amount of the appropriation from the city for F'Y 2010 is equally
uncertain.

The school department has worked hard to maintain & balanced budget this fiscal year by
cutting personnel costs and severely limiting purchasing. Sacrifices have been and
continue to be made daily to control expenditures. However, the ability to maintain a
balanced budget this fiscal year is contingent upon the revised state funding plan for
schools, as set forth in the F'Y 2009 state supplemental budget, equaling the original FY
2009 state funding entitlement.

The budget for FY 2010 for all funds is $169.35 million as compared to $164.66 million
the prior fiscal year, an increase of 2.8%. Personnel costs are projected to see a decrease
0f $1,396,615 or 1.4% over FYE 2009. This is due to primarily to four reasons. First
and foremost, the $4.8 million in teachers’ retro salary and fringe benefit payments was a
one time expense in FY 2009 and is not repeated in this budget. Second, last year’s
budget was built upon an anticipated 3.5% increase in teachers’ salaries which was
reduced to 2.0% to avoid a deficit this fiscal year. The savings of $1.4 million in salary
and benefits costs reduced the base amount upon which this year’s 2.25% is calculated,
making for a $1.4 million savings in this year’s budget as well. The budget also reflects
cost savings from closing an elementary school this fiscal year resulting in savings in
excess of $860,000. If the decision is ultimately made not to close a school this year,
these savings will not be realized. Additionally, there is $560,000 in additional staffing
reductions included in this year’s budget.

For FY 2009 the school department converted to the state mandated Uniform Chart of
Accounts (UCOA). FY 2010 has been prepared using the same UCOA format. The
comparability of data from FY 2008 is only reliable on an aggregate basis since many
accounts used at that time have been split up under the UCOA to provide greater detail or
have been reclassified or moved between expenditure categories. An “all funds”
summary report is included for FY 2010 which shows aggregate revenue and expenditure
projections for the general fund as well as all special revenue and enterprise funds of the
school department as required by the UCOA.



What follows is an overview of revenues and expenditures for next fiscal year.
Additional information will be provided as part of individual presentations by staff
members.

REVENUES

The State of Rhode Island is now the only state in the union that does not have a state
funding formula for its public schools. With the downturn in the economy, the state has
been pressed by a $370 million budget shortfall for FY 2009 and a projected $450 - $500
million budget shortfall for FY 2010.

The General Assembly passed a supplemental budget for F'Y 2009 in March 2009 which

cut state aid to schools by almost $6 million and replaced it with a combination of federal
stimulus funds ($2.2 million) and savings from pension reform ($3.6 million). There are

stili problems to be overcome with this state aid plan,

The federal stimulus funding plan was originally passed by Congress in February 2009 to
provide additional funding for educational programs to local school districts and was not
intended to be used to supplant state aid which is exactly what the governor
recommended and the state legislature has approved in the supplemental budget for FY
2009. The state must seel approval from the federal government in the form of a waiver
to use stimulus money in this way. As of last report, the state was waiting for the forms
from the federal government which was still in the process of preparing them. After the
forms are received, information must be provided by the state and then submitted back to
the federal government for approval. How long this process will take is unclear as is
what will happen if this waiver is not approved.

In addition, although the legislation cut state aid to schools by $3.6 million from savings
as a result of pension reform, no pension reform legislation has been presented for
consideration by the General Assembly at this time.

The state’s financial condition for FY 2009 has continued to deteriorate, and the
possibility still exists that another supplemental budget will need to be passed for FY
2009 which could adversely impact the school department.

For the upcoming fiscal year, the following revenue assumptions were used:

> City Appropriation: The proposed budget includes a requested city approprietion
of $128,077,220, an increase of $4,109,152 or 3.31%. The majority of this
appropriation increase, $2,909,001 will be returned back to the city in order to
repay the city for deficits incurred by the School Department for FY 2007 and FY
2008. Of the remaining $1.2 million increase, $500,000 will be used to pay the
first year of school funded debt service expense on a 15 Yr,, $5 million bond issue
to fund necessary improvements to the city’s schools. The remaining $700,151 or
.56% will be used to fund operating expenses next year.



> State Aid: The School Department has received preliminary numbers from RIDE
that are built with the same assumptions regarding state aid as were included in
the FYE 2009 supplemental budget including a reduction in state aid, offset by
$1,860,738 from federal stimulus funds and a reduction in aid due to pension
reform of $2,178,700. Revenue received from gaming revenue in FYE 2009
which was considered part of state aid last year has been completely eliminated,
resulting in a loss of approximately $225,000 in revenue in FYE 2010. Since no
new pension rates have been received from the ERSS], the pension reduction has
not been taken into account as a reduction in state aid nor have we reduced
expenditures as a result of any potential savings in pension expenditures. Ifin
fact pension reform legislation is passed, state aid would be lowered by
$2,178,700. This would not impact the bottom line provided that the school
department receives an equal amount of savings in pension fund contributions.

> Other significant local revenues include:
e tuition revenue of $1,050,000, which includes an estimated $50,000 in
pre-school tuition recently approved by the school committee.
» Medicaid reimbursements of §1,300,000.
¢ income from the rental of Rhodes Elementary School to the Rhode Island
School for the Deaf of $257,143.
» other miscellaneous revenue of $513,330

> In addition to these revenues, there is $419,362 in carryover funds in the special
revenue and enterprise funds from FY 2009. Segregation of these fund carryovers
is required under the UCOA.

EXPENDITURES

STAFFING ADJUSTMENTS

‘As we have experience in the past several years, it has become apparent that the only way
to keep costs down is to continue to reduce staffing. The Position Changes for FY2010
report provides detail regarding the proposed staffing changes for next year. As this
report indicates, the proposed budget provides for a net reduction of 18.1 FTE positions
across all funds for a total saving of $1,520,369 in salary and benefit costs. When
looking at the General Fund alone, the net reduction is 19.35 FTE positions at a net
savings of $1,905,496. In addition, with the retirement of the Director of Buildings and
grounds, approximately $5,000 in funds has been included in the budget to be allocated to
staff members assuming the responsibilities of this position.

SALARIES
The Fiscal Year 2008-2009 Budget includes an increase of 2.25% for all certified
teaching staff in accordance with the terms of the contract extension approved by the



WTU and the Schoo! Committee in August 2008. After forgoing a pay increase last
fiscal year, the proposed budget includes a 2.25% increase for non-union administrative
and middle management staff.

The contract with the Warwick Independent School Employees (WISE) union expired on
August 31, 2006. The budget includes funding for the continuation of the old WISE
contract until a new agreement is reached. No funds have been included in the budget for
any salary increases in the upcoming fiscal year.

BENEFITS

Next to salaries, fringe benefit costs represent the second largest expenditure category in
the School Department’s budget. When combined with salaries, the two categories
account for 85.2% of total expenditures. Benefit expenditures include the following:

» Professional Pension: This account covers the requirements for the pension
program for teachers and the vast majority of the administrative staff. This
program is managed by the state’s Employees Retirement System of Rhode
Island (ERSRI). The School Department has no control over the required
contribution rates that are set by the plan each year. As previously noted, the
entire matter regarding pension reform is still pending before the General
Assembly. We have been advised by RIDE that any pension reform is to be
revenue neutral to the schools. The new rate for FY 2010 is yet to be released.
Therefore, for purposes of the FY 2010 we have used the FY 2009 rate of
14.86%.

» Classified Pension: This pension plan covers all of the Warwick Independent
School Employees (WISE) Union members as weli as some administrative
and middle management staff not otherwise covered under the ERSRI plan.
The pension fund is managed by USI Advisors, and independent pension plan
consultant. The School Department’s annual contribution is determined by an
actuarial evaluation of the plan which is conducted annually. This analysis is
based on census data as of the end of the current fiscal year. The actual
amount of the actuarial contribution will not be known until after the start of
the new fiscal year. For FY 2009, our actuaries indicated that the minimum
contribution to the plan should be $1,569,248. It is yet to be determined if the
School Department will be able to make that full contribution this fiscal year.
In looking at F'Y 2010, the actuaries have advised the staff that [osses in the
fund will be driving up the minimum contribution to a projected $2,325,000,
an increase of $775,752. This is the amount that has been included in the
budget. If market conditions worsen in the last two months of the year, the
school department could see an inerease in excess of $1.1 million.

» Health Insurance: The Warwick Schoo! Department participates in WB
Community Health for the purpose of purchasing health insurance for its
members on self-insured basis. The organization covers almost 9,000
employees under a contract administered by Blue Cross of Rhode Island as



plan administrator. We have been advised that our overall working rate
increase will be 8%, as compared to 7% for the prior fiscal year, due to higher
claims experience. This increase has been built into our overall health care
costs for next fiscal year.

Dental Insurance: The School Department is currently out to bid with WB
Community Health for a new dental contract. The bids are still being
evaluated. For purposes of the FYE 2010 budget, a 7% increase in rates has
been included.

Workers Compensation Insurance: The FY 2010 Budget includes $500,000
for this insurance coverage. Beacon Mutual is our insurance carvier. The cost
of this coverage is expected to increase by approximately 20% over last fiscal
year due to an anticipated increase in our experience modifier which is set by
a third party agency, the National Council on Compensation Insurance, based
on the school department’s claims experience. Our actual cost will not be
known until the middle of June.

PURCHASED SERVICES, SUPPLIES & MATERIALS, CAPITAL QUTLAY, AND

OTHER EXPENSES

These expenditure categories account for 14.8% of total School Department expenditures
for Fiscal Year 2009-2010. The purchased services category accounts for expenditures
such as the following:

e Transportation Contractor: $2.9 million

» Tuition paid to out of district providers for special needs students and
State DCYF placements: $6.5 million

» Property/Liability, theft, fire and vehicle insurance: $430,000

e Rent or lease purchase of vehicles and equipment: $385,000

e Therapists, nurses, psychologists, audiologists, etc. for special needs
students: $790,000

¢ Professional Development/Training: $388,000

This category also includes $77,000 for the outfitting and rental of three trailers to
relocate employees currently working in the oldest section of the administration buiiding,

The Supplies and Materials expenditure category accounts for expenditures such as the

following:

Naturai gas: $1.3 million

Fuel oil: $468,600

Electricity: $1.7 million

Gasoline and Diesel Fuel: $700,000

Textbooks as well as library and reference books: $320,000
General supplies and materials: $5622,000

« @ & = a @



The Capital Equipment expenditure category accounts for expenditures such as the
following:

» Building Improvements: $50,000

» Technology related hardware and software costs: $873,000

« Furniture, fixtures and equipment: $81,000
Other Expenses include:

»  Dues and fees: $118,000

» Debts service expense: §1.1 million

A major component of the budget this fiscal year is a funding to repay the City of
Warwick for deficits incurred in the 2007 and 2008 fiscal years in the total amount owed
0f $2.9. In order to repay the City, the FY 2010 proposed budget includes an amount of
$2.9 which is budgeted under Fund transfers out in the General Fund.

In November 2006, the voters of the City of Warwick approved issuance of up to $25
million in bonds for improvements to the Warwick Public Schoels. The city
administration has made it repeatedly clear on several occasions that he has no intention
of recommending the issuance of any bonds on behalf of the school department uniess the
school department is willing to directly pay the debt service expense on these bonds.

This would be precedent setting action on the part of the school department as the school
facilities are owned by the city and there has been no time in the past when debt service
expense has competed with educational funds in the school department budget.

However, with serious roofing problems in various schools, fire and elevator code
violations and other life safety improvements needed in facilities, the school department
has few options. The FY 2010 proposed budget includes $500,000 which represents the
first year of a 15 year repayment schedule for a $5,000,000 bond issue to begin to address
these serious problems in our schools. This represents only 20% of the bond funds
originally approved by the voters.

CONCLUDING COMMENIS

While the school department is optimistic in the short term and believes that we can pull
ourselves out of our deficit position with the City, the Warwick Public School system is
still not out of the woods. The department is entirely reliant upon the City Council of
Warwick and General Assembly for funds to run the schools. This year we are showing
the first evidence that the cost saving measures and belt tightening of the last several
years is beginning to pay off. No one could have predicted a year ago the depth to which
our national and state economies would have fallen to today. Neither can anyone
accurately predict what things will be like one year from now. The School Department
must remain vigilant in our efforts.
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ALL FUNDS SUMMARY FOR FY2010 Revised as of 4/28/2009
FUND CATEGORY ENTERFRISE
Fund Fund Fund Fund Fund TOTAL
24650002 83020000 60040000 60080000G 60120000 ALL
Expenses Use Bldgs AdultEd  AthiGate Summr Scht Comm Foods FUNDS
Salaries : - 3 ‘ |
Professional T 7,328 P Teet 84 678,855 |
i Classified ) 37,157 4,980 27,868 i 5,000 18,000,462 |
‘Total Salaries 37,157 12,288 27,868 | 81,227 01 100,679,317
§ [ ;
Benefits ! f ; - }
i Professional : 0§ 5611 0! 5,831 32,528,761
. Classified f 5,843 | 642 2132 383 17,423,358
; H"E%hpioyeg Assist | 27,251
“Total Benefits 2,843 | 7,208 | 2,132 6,214 0 43,079,368
3 : X i
iPurchase Services 4 1,693 F 1,330 ¢ = 13,067,919
‘Supplies / Materials - 1,048 1,235 § 47500 § 5,617,718
Capital 1,017,253
Other (Dues/rees) ok 117,097
Fund Transters Out 4 3,846,147 |
[ otal Expenses 40,000 16,230 | 30,000 90,000 ¢ 47,500 | 169,254,819
j ] :
Revenues [ ]
City Appropriation i : ! ' 128,077,220
Stale Aid s 37,635,764
indirect Cost £ 35,000
“Tuitions 1 i 1,050,000
IMedicaid Reimb ] k 1,300,000
finsurance Refund , i 150,600
iMiscellaneous 40,0001 0.342 & 36,000 56,000 AEB00 L 803,840
iClalms & Settlements : - o ‘
iRental [ncome (Bidgs) ; i
iFund Transfer In/Out : 12,488 12,000 } 24 488
IBr¥r Fund Bajance | 1 (5,800)} 0 ] 418,362 1
¢ Total Revenuies . | 40,000} 16,230 | 30,000 f 90,000} 47,500 ] 169,254,819 |
Surplus [ (Deficit) 0 0 0 0 0| 0|
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