School Budget Overview — Fiscal Year 2010

Superintendent’s Introductory Summary

William J. Cameron, Jr.
Superintendent of Schools

The fiscal turmoil in our country includes declining revenues for the Commonwealth of
Massachusetts and a state budget situation that is accordingly unsettled. This has resulted in
understandable local uncertainty about the fiscal outlook for the City of Salem as of July 1, 2009,
which in turn has raised the question of the extent to which the City will be able to support its
schools’ operation in FY 2010.

The school system’s business manager, John Danizio, and I have held extensive discussions over
many weeks with Mayor Driscoll and Richard Viscay, the City’s finance director. A budget
development process has been going on throughout that period. The process involved, first of all,
principals and other administrators; then parent and teacher advisory councils were involved. The
School Committee then received a proposed budget, which it has been reviewing for three weeks.
On June 8, 2009, the Committee is scheduled to vote on my recommendation that the budget to
be adopted that evening reflect level funding for FY 2010.

The Salem School Committee’s approved budget for FY 2009 is $45,876,000. That same figure -
- $45,876,000 -- represents the sum of the budget which the School Committee will vote at its
June 8 meeting,.

Many measures have been taken and many economies have been made to close the approximately
$1.6 million gap that exists between a level-service budget, under which staffing and services
would be maintained at FY 2009°s levels, and the level funded budget that the Committee will
consider on June 8. About $1 million of that gap is created by salary inflation. This inflation is
the result of agreements collectively bargained. The remainder is due principally to increase
costs projected, based on information we have received from the Commonwealth of
Massachusetts, for students who are educated out-of-district due to their handicapping conditions
and the services called for in the individualized educational plans (IEPs).

Some school system costs are being shifted for FY 2010 to additional federal funds made
available for special education purposes through the 2009 American Recovery and Reinvestment
Act (ARRA). Primary among these are special education summer programming and contingency
funds intended to cover changes due to the special needs student population’s numbers and
changes made by IEP teams in the special education services due to students during the course of
the school year. The final steps needed to close this substantial gap are reductions in force. The
FY 2010 budget that goes before the School Committee on June 8 cuts 8.0 full-time equivalent
(FTE) teaching positions, eight paraprofessional positions, and one non-bargaining unit position.

Despite this glum news new initiatives are underway for FY 2009. Among them is a new
schedule for Grade 9 students at Salem High School who have been identified as possibly having
attendance issues and who show other factors associated with dropping out of school. This
carefully crafted plan, which was developed by Salem High School and Collins Middle school
administrators and teachers, will better enable Grade 9 staff, working with administrators who
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knew the students well in Grade 8, to monitor this special population’s academic progress,
attendance, and behavior issues. In addition, Saltonstall School’s transition to a Kindergarten-
Grade 8 school will be completed in September 2009 as an eighth grade is introduced there. A
further initiative, which is early in the planning stage, is a project whereby one of Salem’s public
schools to participate in Governor Patrick’s “Readiness School” program, where Massachusetts
colleges and universities work in close and well-defined partnership with one or more local public
schools to improve student learning. At the high school level Salem High School will introduce a
Grade 11 Advanced Placement (AP) English course this year. And Grades 6-9 throughout the
district have been planning for a pre-AP accelerated learning program, which will be introduced
in 2009-10.

These truly are difficult times for us all. Despite so much uncertainty the Salem Public Schools is
fortunate to have strong community support, and to be staffed by competent, talented, and

dedicated men and women who can see us through these difficult times and greatly benefit the
children of this city.

A complete copy of the School Budget can be found at :

http://salem.k12.ma.us/Pages/SPS_DistAdmin/finance/0910Budgetdraft
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School Financing

Chapter 70 Program

FY10 Preliminary Chapter 70 Aid and Net School Spending Requirements
January 28, 2009

Pursuant to section 6 of chapter 70 of the General Laws, the Commissioner of Elementary and
Secondary Education is issuing the preliminary estimates of Chapter 70 school aid and net school
spending requirements for FY10. These estimates are based on House 1, Governor Patrick's proposed
state budget for the coming fiscal year. In an extremely difficult budget year, when other local aid is
experiencing deep cuts, House 1 level-funds each district's Chapter 70 aid at its FY09 amount.

Here are some of the key points about the proposal.

o All foundation budget factors have been increased by 4.5%. While the federal government's price
deflator index for state and local government expenditures was 6.75%, Chapter 70 statutory
language caps the amount at 4.5%.

o FY10 continues the phase-in of the aggregate wealth model for calculating required local
contributions. Each municipality's target contribution has been updated using 2008 property
values and 2006 personal income data. For municipalities with required contributions above their
targets, the requirement is reduced by 25% of the gap (compared to 33% last year). The lower
percentage may stretch out the phase-in period beyond FY11, but it does continue progress
towards the effort goal.

e For communities making less than their target level of effort, a one-time adjustment raises the
local spending requirement to the lesser of their target contributions or 95% of their actual local
spending for schools in FYO08.

o For each district Chapter 70 aid is set at the amount it received last year.

e 153 operating districts have FY 10 net school spending requirements that fall short of their
foundation budgets, by a total of $168 million. The federal economic stimulus bill currently
under discussion in Washington may contain some supplemental funding to assist local schools
during these difficult economic times. We are hoping that at least some of the funds will be
available to help support the foundation budget targets.

These are preliminary estimates subject to change as the House and Senate deliberate on the budget. Our
purpose in providing these estimates at this time is to assist cities and towns in their own budget
preparations for FY10. We advise you to construct your local budgets with sufficient flexibility to
accommodate the changes that typically occur in the state budget process. The Commissioner will issue
the final, official school spending requirements as soon as the Governor and Legislature approve either
the FY10 state budget or an earlier local aid resolution. Those final numbers will then match the FY10
cherry sheets to be issued by the Department of Revenue.

The Department of Elementary and Secondary Education has prepared the following materials to assist
local officials in understanding the state aid calculations and local contribution requirements in this
year's Chapter 70 program:
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Summary chart showing foundation enrollment, foundation budget, Chapter 70 aid, and required local

contributions for each school district can be found at :
http://finance1.doe.mass.edu/chapter70/chapter 10p_local.xls

Summary chart for regional school districts, showing foundation enrollment and required local contribution
for each member of the district can be found at - http:/financel.doe.mass.edu/chapter70/chapter 10p reg.xls

White paper describing the major components of the formula can be found at:
http://finance1.doe.mass.edu/chapter70/chapter_10p_explain.html

Complete formula spreadsheet showing the detailed calculations for each municipality and district can be
found at - http:/finance1.doe.mass.edu/chapter70/chapter 10p.xls

Questions about the Chapter 70 program should be addressed to either:

Roger Hatch rhatch@doe.mass.edu  781-338-6527
Jeff Wulfson jwulfson@doe.mass.edu 781-338-6500
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ADOPTED BUDGET

r—

GENERAL FUND - SCHOOLS |
FY 2009 B Expenses
28%
GENERAL FUND
e Personnel $32,789,050
Expenses 12,586.950
TOTAL $45,376,000
@ Personnel
72%
@ Personnel B Expenses
ADOPTED BUDGET
GENERAL FUND- SCHOOLS |
FY 2010 .
GENERAL FUND 27%
*  Personnel $33,877,056
Expenses 11,998,944
TOTAL $45,876,000
@ Personnel
73%
@ Personnel B Expenses
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