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Financial ProjectionsFinancial ProjectionsFinancial ProjectionsFinancial Projections

Board of Education
Committee of the Whole

February 13, 2012

Financial Projections Are:Financial Projections Are:

 Both an art & a science

 An essential element of planning

◦ They can anticipate future financial performance

 No one can predict the future
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AgendaAgenda

 Background Information
C t B  C Current Base Case

 Strategic Staffing Case
 Stagnation Case w/Technology Coaches

 Rapid Recovery Case w/Technology Coaches

 Conclusion
 Board Discussion
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BACKGROUNDBACKGROUND
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BackgroundBackground
 StratPlan
◦ Financial forecasting model designed & developed g g p

by Lawrence Heidemann in the mid 90’s;

 Independent analysis;

 Provides an analytical focus rather than just presenting 
numbers;

 Highlights strategic issues  problems and opportunities; Highlights strategic issues, problems and opportunities;

 Allows for a strategic view of the District’s financial 
future; 

 Allows for optimization of a long term strategy. 
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BackgroundBackground

 Why Financial Projections?
P bli  ti  f fi i l iti◦ Public scrutiny of financial position

◦ Current economic conditions demand
 Schools analyze future spending plans under 

various assumptions so they can…
 Fiscal Sustainability  Fiscal Sustainability 
 Determine if spending patterns need to change to 

support the long-term financial strength of the district
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BackgroundBackground

 Why StratPlan?
Diff t i  f fi i l i f ti

Model is flexible enough to run multiple sensitivity analyses
Each case projects the impact on the ending (aggregate) fund balances

◦ Different view of financial information
 Current Base Case 
 Status quo

 Strategic Staffing Case
 All other cases are plus or minus
 Includes funding for additional technology coaches 
 (Pending Board approval)

 Stagnation Case w/Technology Coaches
 CPI-U decreased by 1.0%

 Rapid Recovery Case w/Technology Coaches
 CPI-U is increased by 1.0%
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BackgroundBackground
 Information used in the StratPlan 

model can be found online at:
◦ Illinois State Board of Education◦ Illinois State Board of Education
 Annual Financial Reports
 General State Aid
 Housing & Enrollment
 Financial Profile
◦ Cook County
 Assessed Value 
 Tax Information
◦ District 64
 Budgets
 Audits
 Annual Statement of Publication
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BBackgroundackground

 Successful 2007 Referendum
◦ Board of Education said◦ Board of Education said…
 Absent any dire economic developments
 Will not approach voters again before 2017

 Maintain fund balance
 33%
 120 days of cash on hand 120 days of cash on hand
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History of CPIHistory of CPI--UU
December XXXX 

CPI-U 
Used in PTELL 

Formula 

Levy Year
CPI-U

Formula 

1990 6.1%

1991 3.1%

2003 1.9%

2004 3.3%

2005 3.4%

2006 2007 2.5%2006 2007 2.5%

2007 2008 4.1%

2008 2009 0.1%

2009 2010 2.7%

2010 2011 1.5%

2011 2012 3.0%
11

Sensitivities Sensitivities 

 One million in added expense  
◦ 8 less days cash on hand in year 2012 13◦ 8 less days cash on hand in year 2012-13

 Rule of Thumb
◦ One percent in CPI is roughly equivalent to:
 5¢ in tax rate

 Each 5¢ of tax rate is roughly equivalent to: Each 5¢ of tax rate is roughly equivalent to:
◦ One million in annual revenues
◦ 2 – 3% in salary & benefit costs
◦ Class size increment of + or – one 
◦ Additional 10 staff members 
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20112011--12 Revenue Budget12 Revenue Budget
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20112011--12 Expenditure Budget12 Expenditure Budget
Expenses - Million Dollars - By Fund 
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CURRENT BASE CASECURRENT BASE CASE

15

What does the current base case What does the current base case 
reflect?reflect?

 Current conditions – Status Quo
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Revenue AssumptionsRevenue Assumptions

 CPI 
◦ 2008 Levy – 4.1%  EAV2008 Levy 4.1%
◦ 2009 Levy – 0.1%
◦ 2010 Levy – 2.7%
◦ 2011 Levy – 1.5%
◦ 2012 Levy – 3.0%

2013 L  2 0%

 EAV
◦ 2009 – increase 0.73%
◦ 2010 – decrease 5.64%

Triennial Assessment 
Pattern

◦ 2013 Levy – 2.0%
◦ 2014 Levy – 2.5%
◦ 2015 Levy – 2.0%
◦ 2016 Levy – 2.5%

◦ 2011 – increase 1%
◦ 2012 – decrease 3%
◦ 2013 – increase 10%

17

Expenditure AssumptionsExpenditure Assumptions

 Staffing reflects Kasarda “Series B” projection
◦ K – 8 average class size of 24K 8 average class size of 24

 Salaries reflect current contractual 
agreements

 Benefits average 5.0%
◦ Retirement incentives

 All other expenses are increased by CPI

 Special Education Tuition average 5.0%

 Capital Projects - $2.8 million per year
18
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STRATEGIC PLAN STRATEGIC PLAN 
STAFFING CASESTAFFING CASE

25

What Does The Strategic Staffing Case What Does The Strategic Staffing Case 
Reflect?Reflect?

 Includes funding (salary & benefits) for four (4) g ( y ) ( )
additional technology coaches.
◦ Salary – average $65,000 per position
◦ Benefits – plus 20% for each position

26
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Revenue AssumptionsRevenue Assumptions

 CPI 
◦ 2008 Levy 4 1%

 EAV
◦ 2009 – increase 0 73%◦ 2008 Levy – 4.1%

◦ 2009 Levy – 0.1%
◦ 2010 Levy – 2.7%
◦ 2011 Levy – 1.5%
◦ 2012 Levy – 3.0%

2009 increase 0.73%
◦ 2010 – decrease 5.64%
20

Triennial Assessment 
Pattern

◦ 2011 – increase 1%
◦ 2012 – decrease 3%

◦ 2013 Levy – 1.0%
◦ 2014 Levy – 1.5%

 Pattern continues

◦ 2013 – increase 10%

29

Stagnation Case Stagnation Case Stag at o  Case Stag at o  Case 
Maintains Technology CoachesMaintains Technology Coaches

30
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RAPID RECOVERY CASERAPID RECOVERY CASE
(INCLUDES ADDITIONAL TECHNOLOGY COACHES)(INCLUDES ADDITIONAL TECHNOLOGY COACHES)
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Revenue AssumptionsRevenue Assumptions

 CPI 
◦ 2008 Levy – 4 1%

 EAV
◦ 2009 – increase 2008 Levy 4.1%

◦ 2009 Levy – 0.1%
◦ 2010 Levy – 2.7%
◦ 2011 Levy – 1.5%
◦ 2012 Levy – 3.0%

2009 increase 
0.73%

◦ 2010 – decrease
5.64%

20

Triennial Assessment 
Pattern

2011 i 1%◦ 2013 Levy – 3.0%
◦ 2014 Levy – 3.5%
 Pattern continues 

◦ 2011 – increase 1%
◦ 2012 – decrease 3%
◦ 2013 – increase 10%

33

R id R  C  R id R  C  Rapid Recovery Case Rapid Recovery Case 
Maintains Technology CoachesMaintains Technology Coaches
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CONCLUSIONCONCLUSION
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Th  t l lt  ill The actual results will 
most likely be some 

combination of all four 
casescases

37
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2011-12 2012-13 2013-14 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21

Current Base Case 242 239 234 223 204 180 171 155 136 115

Strategic Staffing Case 242 236 229 218 197 172 160 143 123 100

Stagnation Case 242 236 228 210 185 154 136 113 87 58

Rapid Recovery Case 242 239 233 225 209 187 180 167 151 134
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District 64 has 
positioned itself with positioned itself with 
solid fund balances, 
positive cash flows 
with considerable 

flexibility to maintain 
a bright future.

39

Fi i l j ti  Financial projections 

need to be updated as 

economic conditions economic conditions 

change
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State of Illinois 
Pension Cost

Who Will Pay?

41

BOARD DISCUSSIONBOARD DISCUSSION
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Capital Projects FundingCapital Projects FundingCapital Projects FundingCapital Projects Funding

Board of Education
Committee of the Whole

February 13, 2012

Capital Projects Funding OptionsCapital Projects Funding Options

1. Self-funding

2. Debt Certificates

3. Debt Service Extension Base
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SelfSelf--fundingfunding

 Draw down on fund balances
◦ Education Fund
◦ Working Cash Fund
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Debt CertificatesDebt Certificates

 Count against the Debt Limit 
◦ (6 9% of the value of the taxable property)◦ (6.9% of the value of the taxable property)

 May be issued for capital projects
 Require the Board of Education to approve 

an authorizing resolution
 Not subject to public hearing or petition j p g p

period
 Repayment from O & M Fund
◦ Permanent transfers from Ed Fund or Working 

Cash Fund
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Debt Service Extension Base Debt Service Extension Base (DSEB)(DSEB)

 Is the amount of principal and interest that a school district 
can use to repay non-referendum general obligation bonds 
on an annual basis.

 Authorized in 1995 as an amendment to the Property Tax 
Extension Limitation Law (PTELL).

 1994 levy year (base year) the District levied $1 759 745  1994 levy year (base year) the District levied $1,759,745 
for debt service on non-referendum bonds.

 Law amended in 2009 to allow this amount to annually 
increase by CPI.

DSEB DSEB 

 All debt issued under DSEB is subject to a 
petition period (Backd r Referend m)petition period (Backdoor Referendum).
◦ Board Action:
 Requires a resolution authorizing the sale of bonds.

◦ Resident Reaction:
 30 days to challenge such action by acquiring 10% of 

i t d t  t  i  titiregistered voters to sign petition.
 Forces Board to ask for funding through a referendum 

question.
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Cost of BorrowingCost of Borrowing

20 Year Debt Certificates20 Year Debt Certificates

 Within the “tax capped funds”
 $14 000 000 $14,000,000
 Interest Rate – 3.274%
 Interest Cost – $5,067,248
 Average Annual Payment – $960,000
 Repayment is from Operations & 

 Maintenance Fund
◦ Requires a permanent transfer from Education 

Fund or Working Cash Fund
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20 Year Debt Extension Base (DSEB)20 Year Debt Extension Base (DSEB)

 Outside the “tax capped funds”
 $14 000 000 $14,000,000
 Interest Rate – 3.271%
 Interest Cost – $5,247,246
 Average Annual Payment – $970,000
 Repayment through the tax levy process Repayment through the tax levy process
◦ Estimated rate adjustment $0.04
◦ Impact on $400,000 market value + $50.31

Board Discussion






























