
December	14,	2017
Finance	Committee



Financial	Performance
• The	Department	of	the	Auditor	General	issued	a	finding	on	the	“Persistent	
Operational	Deficits”
• It	was	highlighted	 that	use	of	fund	balance	in	lieu	of	raising	property	 taxes	or	decreasing	educational	
services	will	be	unsustainable	 in	the	future

• The	debt	service	was	considered	excessive	being	over	10%	of	the	total	expenditure,	 “the	District	should	
be	very	wary	of	taking	on	more	debt”

• The	recommendations	 were	to	develop	a	long	range	financial	plan,	implement	a	business	model	to	
monitor	operational	expenses	

• S&P	Global	Ratings	Lowered	its	long	term	rating	3	notches	from	A	to	
BBB	in	2016
• It	was	highlighted	 that	the	negative	fund	balance	of	$454,000	was	low	and	the	expenditures	continue	
to	outpace	static	revenue,	“we	have	concerns	about	the	district’s	ability	to	cut	costs	and	increase	
revenues	sufficiently	 to	restore	structural	balance”

• The	overall	net	debt	of	11.2%	was	considered	high	and	amortization	is	slow,	“there	is	a	one-in-three	
chance	the	rating	could	lower”

• The	recommendation	 from	S&P	was	to	perform	 long	 term	financial	planning	 and	develop	formal	debt	
and	reserve	policies.



Financial	Performance	
• Updates	from	S&	P	with	2016	Bonds:
The	district's	financial	position	remains	weak	in	our	opinion.	Finances	continued	to	decline	in	fiscal	
2016	with	an	operating	deficit	of	$4.4	million.	This	drew	the	available	fund	balance	down	to	a	
negative	$4.9	million,	or	a	negative	7.9%	of	general	fund	expenditures.	
In	fiscal	2017,	the	district	raised	its	real	estate	tax	for	the	first	time	in	10	years	to	help	close	a	$5.4	
million	budget	gap.	The	tax	rate	was	increased	to	19.377	mills,	the	maximum	allowed	under	the	Act	
1	index.	Additionally,	the	district	received	about	$3.1	million	in	PlanCon reimbursements	from	the	
state	that	helped	close	a	majority	of	the	budget	gap.	
We	understand	that	the	district's	budgets	will	remain	structurally	imbalanced	through	fiscal	2020.	
Although	the	district	was	somewhat	reluctant	to	increase	taxes	and	implement	the	budgetary	cuts	
necessary	to	balance	operations	in	prior	years,	the	new	administration	recognizes	the	district's	
financial	condition	and	has	committed	to	implementing	the	actions	needed	to	restore	structural	
balance,	including	raising	the	tax	rate.	
Staff	cuts,	furloughs,	and	salary	freezes	are	projected	to	generate	$1	million	in	annual	cost	savings.	
The	district	intends	to	continue	seeking	annual	tax	rate	increases	and	exceptions	under	Act	1,	which	
should	provide	at	least	$1.4	million	in	additional	revenue	each	year.	With	property	taxes	comprising	
over	50%	of	its	general	fund	revenue,	the	district	will	need	to	rely	on	these	increases	to	support	its	
operations.	The	tax	rate	exceptions	have	not	historically	met	with	opposition	from	the	state,	and	
therefore	we	believe	there	is	a	strong	likelihood	of	the	district	successfully	being	able	to	raise	these	
rates.	



1st Budget	Model



End	of	Budget	2017	Model



Beginning	of	Budget	2018	Model	1A



Beginning	of	Budget	2018	Model	1B



18-19	Budget

• 3	Common	Data	Themes
• Local	Revenue
• Debt	Service
• Salaries

How	to	Manage	the	Data
• Building	Capacities
• Local	Effort
• Negotiations



Total	Revenue



Local	Effort

• In	2016,	The	District	receives	$4093.96	less	than	the	county	average($12,360	vs.	
$8,266)	x	3817	students	equates	to	$15,626,645	 in	local	revenue	not	being	used	for	
students



Local	Effort
• A	standardized	measure	
of	the	ability	of	a	school	
district	to	raise	revenue	
locally	is	created	by	
determining	how	much	a	
school	district	can	
generate	in	local	tax	-
related	revenue	from	
personal	income	and	
market	value	compared	
with	the	median.	For	
school	districts	below	the	
statewide	median,	a	
proportionate	
adjustment	is	provided.



Impact	of	Taxes



Taxable	Mix

Residential % of 
Total

Commercial % of 
Total

TOTAL

ADM
Assessed	
Value/ADM

Plum Borough $1,246,207,584 80.08% $240,380,800 15.45% $1,556,270,294
3,953.031 $393,690.38	

Gateway $1,286,990,234 53.71% $1,073,709,890 44.81% $2,395,978,199

3,608.170 $664,042.49	



Total	Expenditure



Total	Expenditure

The	District	spends	$2,321	per	student	 less	than	the	average	
District	in	Allegheny	County



PSERS	Per	Student

State	mandated	pension	 costs	will	be	over	
$10	million	compared	to	just	over	$1	million	
in	2011.	The	increase	from	17-18	to	18-19	will	
be	$554,108



Tuition	Per	Student

State	mandated	pension	 costs	will	be	over	
$10	million	compared	to	just	over	$1	million	
in	2011

Cyber	school	costs	have	nearly	doubled	over	the	past	5	
years	($591,941	 to	$1,162,811).	Total	tuition	costs	will	
likely	increase	over	$471,000	between	special	education	
and	cyber	in	the	next	school	year.



Average	Salary

The	average	salary	in	Allegheny	County	 for	Professional	staff	is	
$68,607	for	2017.	The	difference	between	county	and	PBSD	
averages	is	$13,034.	Applied	 over	289	employees	$3,766,826	



Teacher	Average	Salary



Administrator	Average	Salary



Student	Teacher	Ratio



Student	Admin	Ratio



Salary	Per	Student

State	mandated	pension	 costs	will	be	over	
$10	million	compared	to	just	over	$1	million	
in	2011

Cyber	school	costs	have	nearly	doubled	over	the	past	5	
years	($591,941	 to	$1,162,811)



Debt	Service



Gross	Debt	Service	Schedule



Net	Debt	Service	Schedule



Fund	Balance

State	mandated	pension	 costs	will	be	over	
$10	million	compared	to	just	over	$1	million	
in	2011



Next	Steps?

1)	Define	our	identity
• Conflicting	data	regarding	taxes,	debt	and	salaries
• What	will	our	funding	priorities	be	next	year?
• How	will	we	fund	the	programs?

2)	Strategy	vs.	Operations
3)	Alignment	of	Finances	to	Strategy



Budget	Tasks

 
 

• Initial Presentation on the Budget at Finance committee and 5 year model update 
• County locks in assessed value  
• School board will prepare proposed preliminary budget for the 2018-19 FY for 

public inspection no later than January 25, 2018 
 
 

• Board Review of Department budgets 
• School board will pass preliminary budget for the 2018-19 FY no later than 

February 14, 2018 
• Referendum exemption request- Notice of intent to apply Feb. 4, 2018 
• Deadline to request referendum exceptions March 1, 2018 
• Review Budget with Administrative Team 
• Department/Building finalize budgets (March 31, 2017)  
• Deadline for Homeowners to File Homestead Application 

 

January 2018 
 

February/March 2018 
 
 


