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INTRODUCTION

This financial report is broken down into the following sections:

o | Financial Analysis

o Il Enrollment and Staffing Information
o Il General Fund

o |V. Associated Student Body Fund

o V. Capital Projects Fund

o VI Transportation Vehicle Fund

o VI Debt Service Fund

e VIII. Appendixes

The intent of Section I, Financial Analysis, is to provide a summary of the financial
operation of the general fund for the first nine months of the fiscal year. Current data is
compared to the previous year. This section also provides information on the projected
year-end financial position of the district and summary information for some major
programs.

Financial statements for the general fund and all other funds are found in each fund’s
section as listed above.

601 South 8th Street | PO Box 1357 | Tacoma, WA 98401-1357
EVERY STUDENT. EVERY DAY.
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GENERAL FUND SUMMARY

Table 1 compares financial operating results from September 1, 2013 through May 31,

2014 with information through the time frame for Fiscal Year 2012-13. Specific

variances are explained in the body of this report.

Table 1

General Fund Comparison Variance
for the fiscal period ended May 31, 2013 May 31, 2014 Higher/(lower)
Beginning Fund Balance $ 39,481,466 $ 33,608,934 $ (5,872,532)
Revenue 251,393,185 264,120,939 12,727,754
Other Financing Sources 108,938 64,893 (44,045)
Total Resources Available 290,983,589 297,794,766 6,811,177
Expenditures 243,873,473 252,602,475 8,729,002
Other Financing Uses - - -
Total Use of Resources 243,873,473 252,602,475 8,729,002
Ending Fund Balance $ 47,110,117 $ 45,192,291 (1,917,825)

REVENUE and OTHER FINANCING SOURCES

COMPARISON OF CURRENT YEAR VS. PREVIOUS YEAR ACTUAL

General fund revenue and other financing sources for the third quarter were
$264,185,833. This was $12,683,710 or 5% more than last year at this time. This
variance was due to a combination of changes in the nine sources of revenue and is
described in the following paragraphs. Revenue from all nine sources and the
increases or decreases from last year are summarized in Table 2.
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Table 2
Revenue and Other Financing Sources Comparison by Year
Through May Percent ThroughMay Percent Variance

Revenue Source 2013 of Total 2014 of Total higher/(lower)
Local Taxes $ 81,626,245 32.46% $ 81,131,325 30.71% $ (494,920)
Local Non-Tax 4,633,621 1.84% 5,066,185 1.92% 432,564
State, General Purpose 111,325,543  44.26% 121,550,801 46.01% 10,225,258
State, Special Purpose 24,786,025 9.86% 30,065,096 11.38% 5,279,071
Federal, General Purpose 366,428 0.15% 293,145 0.11% (73,283)
Federal, Special Purpose 26,474,774  10.53% 23,904,370 9.05% (2,570,404)
Revenue - Other Districts 1,386,534 0.55% 1,418,029 0.54% 31,495
Revenue - Other Agencies 794,015 0.32% 691,989 0.26% (102,026)
Revenue - Other Financing 108,938 0.04% 64,893 0.02% (44,045)

Total Revenue $ 251,502,123 100.00% $ 264,185,833 100.00% $ 12,683,710

Local tax revenues consist of tax receipts from the local maintenance and operation
levies. Local tax revenues decreased $494,920 or 0.6% from last year at this time.
This variance was due to revenue collected last year that had been lost in prior years
due to administrative refunds. When the district collects taxes on property that is
subsequently destroyed or adjudicated from the tax rolls, the property owner is given an
administrative refund. Administrative refunds are a loss of revenue to the district in the
year they are issued. As part of RCW 84.69, the county treasurer will re-levy for this
lost revenue as part of the normal levy calculations for the current year. It is important
to note that those collections are making up for lost revenue from previous tax years
and was in addition to the $82 million that the district was allowed to collect as approved
by Tacoma voters on February 9, 2010.

Local non-tax revenues consist of student meal receipts, sales from vocational
programs, tuition for extended day kindergarten and summer school, interest earned
from the investment of available cash, and several other small sources. Revenues in
this category increased $432,564 or 9.3% compared to this time last year. Of this
variance, $318,502 was due to an increase in tuition and fees collected for the
Transitional Bilingual program. In addition, Curriculum Fundraising revenues to pay for
the Tacoma School of the Arts (SOTA) mini terms in Nepal and Beijing have resulted in
an increase of $170,497 compared to last year. E-Rate funding has also increased
$128,791 this year. This funding is provided to assist eligible schools and libraries to
obtain affordable telecommunications and internet access. Funding may be requested
under four categories of service: telecommunications services, Internet access, internal
connections, and basic maintenance of internal connections. Support depends on the
level of poverty and the urban/rural status of the population served. The remaining
variance was due to smaller differences in several other revenues within this category.
This was partially offset by the combined decrease of $142,553 in Special Education
Preschool Tuition, student meal receipts, investment earnings and donations.
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State, General Purpose revenue comes from two sources — Apportionment and
Local Effort Assistance (LEA). Apportionment is the revenue received through a state
funding formula that is based on the average number of students enrolled and the
placement of our staff on the Legislative Evaluation and Accountability Program (LEAP)
document, which determines our staff mix factor (SMF), (see ENROLLMENT and
STAFFING, Section I, of this report for more detail). This includes revenue for both
basic and career & technical education (see MAJOR PROGRAMS and INITIATIVES).

Local Effort Assistance (LEA) is revenue provided by the state to equalize local levy
rates for districts with a proportionally lower assessed valuation tax base. The state
calculates a statewide average levy rate as if it were set at 14% of selected state and
federal education dollars. If, when compared with the statewide rate, the local district’s
14% levy rate is higher, the state provides LEA funds to the district to help reduce the
local tax burden on taxpayers.

State general purpose revenues increased $10,225,258 or 9.2% from last year at this
time. Apportionment revenue is calculated on budgeted enrollment and staff mix factor
from September through December. In January, the state updated the apportionment
calculation with actual year to date data. Apportionment revenue increased $9,610,585
compared to this time last year. Annual average enrollment has increased 331 FTE
compared to last year. For more information on enrollment by grade or program see
ENROLLMENT and STAFFING, Section Il, of this report for more detail. In addition to
the increase in enrollment, there have been increases the staff mix factor,
apportionment rate and changes in the calculation based on the McCleary vs. the State
of Washington ruling. LEA revenue has also increased $614,674 compared to this time
last year.

State special purpose revenue includes funding for the following programs:
Special Education, Learning Assistance, Institutions for Juvenile Delinquents,
Transitional Bilingual Education, Highly Capable, Child Nutrition Services and
Transportation. The state supports each program based upon the district’s total student
enrollment or on a funding formula for the students receiving services from specific
programs. This category also includes funds for one-time allocations or special grant
activities.

This revenue category fluctuates from year to year and budget capacity of $5 million
was included to allow for any additional allocations or grant awards. Program managers
are given expenditure authority only for the revenue that will actually be received; so
variances from the budgeted revenue should not have a negative impact on the district’s
basic education budget. For specific information on a particular program see Appendix
D, Grant Activity.
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Total revenues under the state special purpose category increased $5,279,071 or
21.3% compared to last year at this time. Changes in the revenue calculations and rate
increases for Special Education and the Learning Assistance Program (LAP) resulted in
increases of $1,146,657 and $2,251,731, respectively. Student Transportation funding
has also increased $1,499,290 due to the transition to an allocation model based on
actual miles driven. In addition, revenue for Transitional Bilingual increased $295,472
due to an increase of $92 per student and an increase of 183 FTE enrolled in the
program this year compared to last year. The remaining variance was due to smaller
changes in several other programs.

Federal special purpose revenue is provided by the federal government to support
programs for special needs students such as students with disabilities, students with
limited English skills, and low income students needing help with reading and math.
This category also includes funds to provide free and reduced lunch and breakfast
programs for low-income students. Expenditures for programs in this category were
limited to revenue received so variances from budgeted revenue should not have a
negative impact on the district’'s budget. For specific information on a program see
Appendix D, Grant Activity.

Total revenues under the federal special purpose category decreased $2,570,404 or
9.7% compared to last year at this time. Of this variance, $1,721,020 was due to the
American Recovery and Reinvestment Act (ARRA) Federal Stimulus — School
Improvement Grant (SIG) coming to an end last year. The difference in the timing of
reimbursements for Special Education — Federal Flow Through and Special Education
Medicaid have resulted decreases of $314,619 and $190,617, respectively. In addition,
the lower grant awards for Title | — Disadvantaged, Title Il — School Improvement and
the Career & Technical Education — Carl Perkins grant have combined to result in a
decrease of $635,257 compared to last year at this time. These items were partially
offset by an increase of $209,144 due to the timing of revenue received for the Head
Start program. In addition, United States Department of Agriculture (USDA)
commodities received for use in the Child Nutrition Services program have also
increased $145,628 compared to this time last year. The remaining variance was due
to smaller changes in several other programs.
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COMPARISON OF BUDGET VS. PROJECTED

Table 3 compares budget and projected revenues and other financing sources for
2013-14. Projected revenue is $335,921,374 or 1% above budget.

Local tax revenue is projected to be $1,255,612 or 1.6% above budget. The levy
base for the 2013 levy is greater than estimated at the time the 2013-14 budget was
developed. Of this variance, approximately $455,633 will be due to revenue collected
that had been lost in prior years due to administrative refunds. It is important to note
that the collection of revenue lost in prior years is in addition to the $82 million that the
district was allowed to collect as approved by Tacoma voters on February 9, 2010.

State general purpose revenue is projected to be $3,871,581 or 2.4% above
budget. Apportionment revenue is projected to be $3,678,237 above budget. This
variance is due to increases in the apportionment rate, changes in the staff mix factor
and changes in the calculation based on the McCleary vs. the State of Washington
ruling. In addition, annual average enroliment is currently projected to be 618 student
FTE above budget. LEA revenue is also projected to be $193,344 above budget.

State special purpose revenue is projected to be $3,538,377 or 7.7% below
budget. The district provided capacity of $5,000,000 for potential grant awards in this
category for the 2013-14 budget. Through the third quarter of this year, $4,987,328 of
the capacity was used. However, of that, only $1,959,024 was for state special purpose
grants. The remaining capacity was used by federal special purpose and other
miscellaneous programs.

Federal special purpose revenue is projected to be $602,802 or 1.7% above
budget. This is due to Head Start currently being projected to be $443,627 above
budget. In addition, Child Nutrition Services has received USDA commodities $171,373
above budget. The remaining variance is due to smaller changes in several other
programs within this category.

Revenue from other agencies is projected to be $489,738 or 63.7% above
budget. Of this variance, $177,946 is projected in reimbursements from various other
agencies for the district providing Special Education training. In addition, $113,964 is
due to the McKinney-Vento Workforce Project. The remaining variance is due to
smaller changes in several other programs within this category.
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Table 3
Revenue and Other Financing Sources
Percent Percent Variance

Revenue Source Budget of Total Projected of Total over/(under)
Local Taxes $ 80,929,948 24.32% $ 82,185,560 2447% $ 1,255,612
Local Non-Tax 6,350,829 1.91% 6,558,744 1.95% 207,915
State, General Purpose 159,390,718 47.90% 163,262,299 48.60% 3,871,581
State, Special Purpose 46,167,577 13.87% 42,629,200 12.69% (3,538,377)
Federal, General Purpose 371,883 0.11% 409,366 0.12% 37,483
Federal, Special Purpose 35,483,334 10.66% 36,086,136 10.74% 602,802
Revenue - Other Districts 1,800,000 0.54% 1,965,715 0.59% 165,715
Revenue - Other Agencies 769,450 0.23% 1,259,188 0.37% 489,738
Revenue - Other Financing 1,500,000 0.45% 1,565,166 0.47% 65,166

Total Revenue $ 332,763,739 100.00% $ 335,921,374 100.00% $ 3,157,635

EXPENDITURES

COMPARISON OF CURRENT YEAR VS. PREVIOUS YEAR ACTUAL

General fund expenditures through the third quarter were $252,602,475. This was an
increase of $8,729,002 or 3.6% from last year at this time. Expenditures by object and
variances from the previous year are summarized in Table 4.

Table 4
Expenditure and Other Financing Uses Comparison by Year
Through May Percent ThroughMay Percent Variance
Expenditure Objects 2013 of Total 2014 of Total higher/(lower)
Certificated Salaries $ 111,719,313  4581% $ 114,128,589 4518% $ 2,409,276
Classified Salaries 39,510,208  16.20% 41,480,586 16.42% 1,970,378
Employee Benefits 54,782,096  22.46% 59,420,993 23.52% 4,638,897
Supplies and Materials 14,724,118 6.04% 12,601,566 4.99% (2,122,552)
Contractual Services 21,991,468 9.02% 23,960,831 9.49% 1,969,363
Local Mileage & Travel 581,294 0.24% 634,579 0.25% 53,285
Capital Outlay 564,975 0.23% 375,331 0.15% (189,644)
Other Financing Uses - 0.00% - 0.00% -
Total Expenditures $ 243,873,473 100.00% $ 252,602,475 100.00% $ 8,729,002
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Certificated Salaries consist of compensation including, but not limited to, regular
salaries, substitutes, extended contracts, extra work for extra pay and training for
employees holding an educational certificate (e.g., teachers, principals, librarians, etc.).
Expenditures in this category increased $2,409,276 or 2.2% from this time last year. Of
this variance, $2,229,089 was in regular salaries. This was due to an increase of 35
annual average FTE compared to last year and the cost of living allocation (COLA) of
2% and longevity increments given to all groups. In addition, $132,000 was due to
certificated hard to fill position pay. The remaining variance was due to several smaller
changes within this category.

Classified Salaries consist of compensation costs for employees who do not hold
an educational certificate (e.g., secretarial, technical, custodial, etc.) including but not
limited to regular salaries, staff development, training and extra work for extra pay.
Expenditures in this category increased $1,970,378 or 5.0% from this time last year. Of
this variance, $1,906,248 was in regular salaries. This was due to an increase of 35
annual average FTE compared to last year and the cost of living allocation (COLA) of
2% and longevity increments given to all groups. The remaining variance was due to
smaller changes within this category.

Employee Benefits consist of expenditures for the district’s portion of employee
benefits (e.g., retirement, social security, health insurance, etc.). This category
increases or decreases in proportion to the number of staff, salaries and changes in
benefit rates. Expenditures in this category increased $4,638,897 or 8.5% from this
time last year. Of this variance, $3,729,263 was due to higher retirement rates. Health
insurance has also increase $607,355 from this time last year. In addition, workers
compensation has also increased $212,730 due to the increase in the number of hours
worked in discretionary salary categories, (e.g., extra work for extra pay, substitutes,
etc.). Finally, social security rates remained the same; however as salaries have
increased so has the cost; resulting in an increase of $134,018 compared to last year.
These items were partially offset by a decrease of $81,897 in unemployment
compensation compared to last year. The remaining variance was due to smaller
changes within this category.
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Supplies and Materials consist of expenditures for supplies, instructional
materials, and equipment costing less than $5,000. Expenditures in this category
decreased $2,122,552 or 14.4% from this time last year. This was due to computers
and laptops which were deployed to the districts’ high schools as part of Technology
Equity — Phase |V last year which resulted in a decrease of $2,491,810 in this category
this year. In addition, Social Study textbooks and football equipment purchased for
Middle School Athletics last year resulted in decreases of $121,695 and $342,096,
respectively, this year. Also, Child Nutrition Services decreased food and supply costs
by $380,221 this year due to lower student participation. These were partially offset by
increases of $498,470 and $342,349 in Arts curriculum and Transportation Services,
respectively. Arts curriculum purchased Music textbooks for elementary, middle and
high schools. Transportation Services’ costs have increased for fuel, software upgrades
and vehicle repairs. Expenditures in this category also increased $223,693 and
$188,140 for Career & Technical Education (CTE) and High School Support. CTE
purchased computers for middle school robotics classrooms and supplies for high
school classrooms. Whereas, High School Support purchased advanced placement
textbooks for several science courses, language courses, as well as Civics, Statistics
and World History. The remaining variance was due to smaller differences in several
other programs.

Contractual Services expenditures consist of payments for services rendered to
the district under expressed or implied contracts, with the exception of travel.
Expenditures in this category include such items as the contract for student
transportation, utilities, copier rentals, consultants, auditors, insurance, etc.
Expenditures for this category increased $1,969,363 or 9.0% from this time last year.
Of this variance, $640,889 was due to a difference in the timing of payments for
Running Start and Fresh Start students. This year the district has paid for the Fall and
Winter terms; last year at this time, the district had only paid for the Fall term. Running
Start enrollment has also increased 23 student FTE compared to last year. Rising
freight and repair costs for Child Nutrition Services have also resulted in an increase of
$373,644 compared to last year at this time. Contract services for instruction of Special
Education students with severe social and emotional issues also increased $265,088.
In addition, this year’s election costs and legal services have resulted in increases of
$240,063 and $159,749, respectively. Consultants providing professional development
training for Literacy teachers also resulted in an increase of $197,330. At the same
time, natural gas and electricity costs increased $179,462 and $72,088, respectively.
These changes were partially offset by decreases in this category of $189,862 and
$190,943 by Title Il — School Improvement and American Recovery & Reinvestment Act
(ARRA) Federal Stimulus School Improvement grants, respectively. The remaining
variance was due to smaller differences in several other programs.
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Comparison of Budget vs. Projected

Table 5 compares budget and projected annual expenditures in each object category
for 2013-14. The total expenditures are projected to be $338,144,806 or 1.6% under
budget.

Certificated and Classified Salaries are projected to be $2,972,764 and
$1,232,128 under budget, respectively. Of these variances, regular salaries are
projected to be $2.7 million and $1.7 million below budget for certificated and classified,
respectively. This is due to vacant positions or positions having been unfilled for a
portion of the year, (i.e., not filling vacancies in non-essential positions, late hires,
resignations, departmental reorganizations, etc.). The remaining variances are due to
differences from budget for extra work for extra pay, staff development, optional days,
staffing reserves included as part of the grant capacity and other discretionary salary
accounts. This includes approximately 37 certificated FTE below budget; of which, 12
are in programs paid for from special funding or other agencies, (e.g., Head Start,
Reading First, etc.). In addition, classified staffing is approximately 44 FTE below
budget; of which, 30 positions are in support services including custodial, maintenance,
business support, food services, transportation, and central administrative support.

Employee Benefits are projected to be $1,521,896 under budget. Benefits
increase or decrease in proportion to salaries, the number of employees, and changes
in benefit rates. The projected savings in benefits are attributed to vacant positions or
positions having been unfilled for a portion of the year; as well as the benefit savings
associated with below budget spending for extra work, staff development, optional days
and staffing reserves included as part of the grant capacity.

Supplies and Materials are projected to be $1,374,206 under budget. This
includes $1.9 million in capacity built into this category for potential grant awards.
However, this capacity is partially offset by several programs which are projecting to
overspend this category within their budgets, (e.g., Special Education, Career &
Technical Education, Student Transportation, etc.).

Contractual Services are projected to be $587,163 over budget. Special
Education is projected to be $2.1 million over budget in this category due to specialized
teaching services, nursing care as well as speech and physical therapy. This is offset
by programs projected to be under budget in this category. Title | — Disadvantaged and
Tacoma School of the Arts (SOTA) are projected to be $867,931 and $254,936 under
budget, respectively, in this category. The remainder of the variance is due to unused
capacity built into the budget for potential grants and smaller differences in several other
programs.
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Local Mileage and Travel are projected to be $242,691 over budget. Of this,
$152,770 is due to Curriculum Fundraising which paid for the Tacoma School of the
Arts (SOTA) mini terms in Nepal and Beijing this year. In addition, travel for teacher
training and conferences associated with Title | — Disadvantaged and Title || — School
Improvement are projected to be $40,259 and $36,567 over budget in this category
respectively.

Capital Outlay is projected to be $805,193 over budget. This is due to the $1.1
million purchase of copy machines for all district offices and school locations. This was
partially offset by unused capacity built into the budget for potential grants

Table 5
Expenditures
Percent Percent Variance
Expenditure Objects Budget of Total Projected of Total (over)/under
Certificated Salaries $ 158,419,023 46.10% $ 155,446,259 4597% $ 2,972,764
Classified Salaries 56,060,783  16.32% 54,828,655 16.21% 1,232,128
Employee Benefits 77,627,664  22.59% 76,105,768 22.51% 1,521,896
Supplies and Materials 17,709,479 5.15% 16,335,273 4.83% 1,374,206
Contractual Services 32,403,666 9.43% 32,990,829 9.76% (587,163)
Local Mileage & Travel 521,640 0.15% 764,331 0.23% (242,691)
Capital Outlay 868,498 0.25% 1,673,691 0.49% (805,193)
Other Financing Uses - 0.00% - 0.00% -

Total Expenditures $ 343,610,753 100.00% $ 338,144,806 100.00% $ 5,465,947

FUND BALANCE

The district implemented Government Accounting Standards Board (GASB) Statement
54, Fund Balance Reporting and Governmental Fund Type Definition starting with the
2010-11 fiscal year. The following are the fund balance designations for the
governmental funds financial statements:

¢ Nonspendable accounts represent those portions of the fund balance that
cannot be spent either because they are not in a spendable form, (e.g.,
inventories and prepaid items) or are legally required to be maintained intact,
(e.g., trust principal).

e Restricted accounts represent those amounts that are restricted to specific
purposes. These restrictions may be either externally imposed by creditors,
grantors, contributors, laws, or regulations of other governments, or imposed by
law through constitutional provisions or enabling legislation.
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e Committed accounts represent those amounts that can only be used for specific
purposes pursuant to constraints imposed by resolution of the board of directors.
These committed fund balances cannot be used for any other purposes unless
the board takes action to change or remove the original limitations. Reserves for
debt and fiscal management, encumbrances, and contingencies are reported
here.

e Assigned fund balance accounts comprise amounts the district intends to use
for a specific purpose. Authority for making these assignments rests with senior
administration of the district.

e Unassigned fund balance includes all resources not reported in the other four
classifications. These resources are the only ones that are truly available for any
purpose.

Fund balance is the excess of assets of a governmental unit over its liabilities (i.e.,
beginning fund balance plus revenues, less expenditures and transfers, equals ending
fund balance).

Funds that are committed for a specific purpose are placed in fund balance accounts
per the Board’s Debt and Fiscal Management Policy 6015 and generally accepted
accounting principles (GAAP). These fund balance accounts are structured to facilitate
the prudent fiscal operation of the district. These accounts should remain at the
designated levels unless there is substantial change in the district’s operational
requirements. The accounts are frequently reviewed in relation to board policies and
GAAP requirements.

Table 6 shows a comparison of the fund balance accounts as of the end of for May 31,
2013 and May 31, 2014. The fund balance fluctuates with both the receipt of revenues
and the flow of expenditures.
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Table 6
Fund Balance Comparison by Year

Fund Balance Descriptions May Percent of May Percent of  Variance
for the fiscal period ended 2013 Revenue 2014 Revenue higher/(lower)
Nonspendable - Inventory & Prepaid ltems $ 3,650,093 115% $§ 2,453,324 0.74% $ (1,196,769)
Committed to Debt and Fiscal Management 9,636,346 3.05% 11,058,267 3.34% 1,421,921
Committed to Encumbrances 197,087 0.06% 395,277 0.12% 198,190
Committed to Contingencies 1,000,000 0.32% 1,000,000 0.30% -
Total Debt & Fiscal Management Fund Balance $ 14,483,526 4.58% $ 14,906,868 450% $ 423,342
Restricted for Carryover $ 4,483 0.00% $ 494,990 0.15% $ 490,507
Restricted for Debt Service 146,086 0.05% 109,566 0.03% (36,520)
Assigned to Carryover 3,010,406 0.95% 1,674,635 0.51% (1,335,771)
Assigned to Curriculum & Instruction 4,132,968 1.31% 3,580,852 1.08% (552,116)
Assigned to Future Operations 17,703,997 560% 12,842,022 3.88% (4,861,975)
Restricted or Assigned Fund Balance $ 24,997,940 7.90% $ 18,702,065 5.65% $ (6,295,875)
Total Nonspendable, Restricted, Committed

and Assigned Fund Balance $ 39,481,466 12.48% $ 33,608,934 10.15% $ (5,872,532)
Unassigned Fund Balance $ 7,628,651 241% $ 11,583,358 3.50% § 3,954,707
Total Unassigned Fund Balance $ 7,628,651 241% $ 11,583,358 3.50% $ 3,954,707
Total Fund Balance $ 47,110,117 14.89% $ 45,192,291 13.64% $ (1,917,825)
Revenue less other financing $ 316,326,656 * $331,263,739 *

* 2012-13 total actual revenue less other financing sources as of August 31, 2013

** 2013-14 budgeted revenue less other financing sources

Debt and Fiscal Management Fund Balance The Debt and Fiscal

Management Policy 6015 specifies fund balance to be at least 4.5% of general fund
revenues less other financing sources, and we are currently well within those limits.
The following are descriptions of the fund balance accounts that are designated by the
board for Debt and Fiscal Management:

The Nonspendable - Inventory & Prepaid Items account represents the
portion of the fund balance that cannot be spent because it is not in a spendable
form, (i.e., inventories and prepaid items). This account was set at $2,453,324 to
represent the inventory balance on August 31.

The Committed to Debt and Fiscal Management account was established
at $11,058,267 to comply with board policy of maintaining a minimum fund balance.

The Committed to Encumbrances account of $395,277 was established at an
amount equal to the estimated outstanding purchase orders on August 31.
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e The Committed to Contingencies account of not less than one million dollars
is the targeted amount that is established to facilitate district operations and to
provide for a contingency fund in case of a substantial change in revenue and/or
expenditures.

Restricted or Assignhed Fund Balance The following fund balanced accounts
are restricted or assigned due to the nature of the funding source and/or specific uses:

e The Restricted for Carryover account is established for restricting amounts
determined to be unspent carryover funds with restricted use. This would include
the following state funding streams: Student Achievement Fund (I-728), Learning
Assistance Program, Highly Capable, State Institutions, Fire District, and other such
unspent funds as may be subject to carryover.

e The Reserve for Debt Service account is established to accumulate and
restrict fund balance for future payment of contractual obligations incurred and
carried on the schedule of long-term debt.

e The Assigned to Carryover account is established to represent management’s
and/or the board of director’s intended use of a portion of the fund balance for the
carryover of unrestricted funds at the end of the fiscal year. The district adopted the
practice of allowing certain programs and budget responsibility centers (BRC) the
ability to carryover funds from one year to the next in order to provide better flexibility
in the budget planning process for all managers and cost centers.

e The Assigned to Curriculum and Instruction account is established to
represent management’s and/or the board of director’s intended use of a portion of
the fund balance for the implementation of a cyclical curriculum adoption plan. This
reserve will fluctuate yearly depending upon budget allocations and actual fiscal year
expenditures for planned adoptions.

e The Assigned to Future Operations account is established to represent
management’s and/or the board of director’s intended use of a portion of the fund
balance. This account is used as a means for accumulating resources that have
been designated as a one-time source of funding to help balance the future years’
operating budgets.
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Unassigned Fund Balance The following fund balance account includes all
resources not reported in the other four fund balance designations. These resources
are the only ones that are available for any purpose:

e The Unassigned Fund Balance account is the net result of operations. This
account fluctuates with both the receipt of revenues and the flow of expenditures.
When local taxes are collected, this balance is high. The yearly cycle of revenues
and expenditures are considered when developing both the projections for the
current year and the budget for the upcoming year.

Table 7 displays the budget and projected year-end fund balance.

Table 7
Fund Balance
201314  Percentof  2013-14  Percentof Variance

Fund Balance Descriptions Budget Revenue Projected Revenue higher/(lower)
Nonspendable - Inventory & Prepaid ltems $ 3,650,093 1.10% $ 2,453,324 0.73% $ (1,196,769)
Committed to Debt and Fiscal Management 10,059,688 3.04% 12,869,210 3.85% 2,809,522
Committed to Encumbrances 197,087 0.06% 395,277 0.12% 198,190
Committed to Contingencies 1,000,000 0.30% 1,000,000 0.30% -
Total Debt & Fiscal Management Fund Balance $ 14,906,868 4.50% $ 16,717,811 5.00% $ 1,810,943
Restricted for Carryover $ 250,000 0.08% $ 450,000 0.13% $ 200,000
Restricted for Debt Service 73,043 0.02% 73,043 0.02% -
Assigned to Carryover 150,000 0.05% 1,771,618 0.53% 1,621,618
Assigned to Curriculum & Instruction 919,098 0.28% 1,840,222 0.55% 921,124
Assigned to Future Operations 7,067,862 213% 10,532,808 3.15% 3,464,946
Restricted or Assigned Fund Balance $ 8,460,003 2.55% $ 14,667,691 4.39% $ 6,207,688
Total Nonspendable, Restricted, Committed

and Assigned Fund Balance $ 23,366,871 7.05% $ 31,385,502 9.39% $ 8,018,631
Unassigned Fund Balance $ - 0.00% $ - 0.00% $ -
Total Unassigned Fund Balance $ - 0.00% $ - 0.00% $ -
Total Fund Balance $ 23,366,871 7.05% $ 31,385,502 9.39% $ 8,018,631
Revenue less other financing $331,263,739 * $334,356,208

** 2013-14 budgeted revenue less other financing sources
*** 2013-14 total projected revenue less other financing sources as of May 31, 2014
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MAJOR PROGRAMS

The district operates several large programs that have a material impact on the financial
condition of the district. The following section contains the operating projections for
some of these programs.

Curriculum & Instruction

The funding for Curriculum and Instruction is modified as necessary to support the goals
and objectives of the district. Currently, funding is split between the General Fund and
the Capital Projects Fund. The General Fund is used for textbook adoptions, training
costs and small digital equipment. The Capital Project Fund is used for technology
improvements. In addition, a fund balance account has been established within the
General Fund. The Assigned to Curriculum and Instruction fund balance account was
established to represent management’s intent to use a portion of the fund balance for
the implementation of a curriculum adoption plan. This reserve will fluctuate yearly
depending upon budget allocations and actual fiscal year expenditures for planned
adoptions. Budget Responsibility Centers (BRC) have been created for each curriculum
content area in order to budget and track adoption and implementation expenditures
more effectively. The department receives funds annually to support the periodic review
and replacement of curriculum materials in all core subject areas. Both historical and
projected expenditures for curriculum support by area are displayed in Appendix C,
Curriculum and Instruction — Schedule of Expenditures.

In the 2012-13 year the district’s standards-based report card and Common Core State
Standards (CCSS) were rolled out. Continued work in these two areas will occur in
2013-2014. During these transitions, the examination of assessments will take place to
establish the alignment or misalignment of these tools to the new standards.

Implementation of the Elementary Literacy Framework was launched in September
2012 and will continue through 2013-14. Nine elementary schools are piloting
curriculum materials for fourth and fifth grade students that are aligned to the English
Language Arts CCSS. In addition a classroom library was purchased for each
elementary classroom to support the literacy work.

In the spring of 2011-12, the department selected SpringBoard for middle school literacy
curriculum. Training for the use of this curriculum began during the summer and will
continue through 2013-14. A parallel high school literacy adoption process began in the
fall of 2012-13 with the goal to select a curriculum that meets the requirements of the
CCSS and implementation is planned for spring of 2013-14.
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Washington State graduation requirements now specify Washington State History must
be a separate course. Therefore, it is now part of the seventh grade courses in all
Tacoma Public Schools as the state suggests. The Washington Journey is the text
selected by the district and used by most districts in the state.

Transition work to the CCSS for Mathematics began during the 2012-13 school year
and will continue through 2013-14. Alignment of Math Expressions curriculum materials
continues utilizing assessment data from the district and OSPI. Middle schools
transitioned to OSPI Mathematics Benchmark Assessments in 2012-13. The launch of
the district Math Instructional Leadership Team (MILT) and building level Professional
Learning Communities (PLCs) supports the best practices focus. The utilization of data
from OSPI Math Benchmark Assessments will be guide teachers in the transition.

Science teachers will be provided Science Technology Engineering Math (STEM)
lessons in 2013-14 that align with Full Option Science System (FOSS) science
modules, creating lessons to address science standards that are not met with current
materials.

Elementary Libraries are working with community and school organizations in offering
early learning opportunities. The department established elementary school classroom
libraries at the end of 2012-13. The Library Program will begin offering eBooks to
promote reading in 2012-13.

Table 8 displays the 2013-14 budget and projected expenditures for the Curriculum and
Instruction department.
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Table 8
Curriculum & Instruction
Resources Variance
Budget Projected Incr/(Decrease)
Local Funding $ 1,966,097 $ 1,976,864 $ 10,767
Basic Education (Optional Days) 1,074,821 1,074,821 -
$ 3,040,918 $ 3,051,685 $ 10,767
Carryover Reserve 2,875,324 2,580,852 (294,472)
One Time Additional Funding - 1,000,000 1,000,000
Total Resources Available $ 5,916,242 $ 6,632,537 $ 716,295
Expenditures
Variance
BRC Description/Content Area Budget Projected Under/(Over)
710 General/Optional Days $ 1,074,821 930,994 $ 143,827
711 Math 1,750,000 1,249,215 500,785
712 Social Studies 35,400 13,663 21,737
713  The Arts 625,000 643,597 (18,597)
714 Foreign Language 30,000 18,016 11,984
715 Library Education - 4,434 (4,434)
716 Textbook Depository - 31,382 (31,382)
718 Literacy 1,816,021 1,358,071 457,950
719 Assessment 145,000 45,456 99,544
720 Science 415,000 334,753 80,247
743 Health/Fitness 25,000 18,907 6,093
Total Expenditures $ 5,916,242 $ 4,648,488 $ 1,267,754
Ending Balance $ -3 1,984,049 $ 1,984,049
C & | Carryover Reserve $ - $ 1,840,222 $ 1,840,222
C & | portion included in $ - % 143,827 $ 143,827
Basic Education carryover
Total $ -9 1,984,049 $ 1,984,049
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Child Nutrition Services

The Tacoma School District Child Nutrition Service Department and the United States
Department of Agriculture Child Nutrition Programs provide nutrition that promotes
learning.

e The National School Lunch Program provides healthy lunches and the
opportunity to practice skills learned in classroom nutrition education.

e The School Breakfast Program ensures that all children have access to a healthy
breakfast at school to promote learning readiness and healthy eating behaviors.

e Nutritious snacks are now available through the National School Lunch Program
to students enrolled in after-school programs.

e The Summer Food Service Program provides meals to low-income students
during school vacation.

Meal App Now-Online Applications for Free and Reduced Meals is now in the second
year. Currently 3,835 parents have used this online application for free and reduced
meals this year. Paper applications submitted for free and reduced meals currently total
2,756. The percentage of students eligible for free or reduced-price meals decreased
0.4% from 62.7% in October 2012 to 62.3% in October 2013. The average daily
participation also declined as reflected in the table below.

Average Daily Meal Participation
Variance
201213 2013-14 Incr/(Dec) % Change
Free & Reduced Breakfast 7,165 6,721 (444) -6.20%
Paid Breakfast 394 335 (59) -14.97%
Total Breakfast 7,559 7,056 (503) -6.66%
Free & Reduced Lunch 14,298 13,979 (320) -2.23%
Paid Lunch 2,986 2,707 (279) -9.34%
Total Lunch 17,284 16,686 (598) -3.46%
2012-13 data as of June 2013
2013-14 data as of June 13, 2014

Lunch Money Now is a secure online system that allows parents to prepay meals and
access meal card balances 24-hours a day, as well as receiving e-mail notifications
when the account balance falls below a specified balance. Deposits on this system
through May 2014 total $655,440; an increase of $62,533 over May of last year.
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Child Nutrition Services operate programs in 53 school locations. The program served
a daily average of 7,056 students in the breakfast program and 16,686 students in the
lunch program. This reflects decreases of 503 and 598 breakfast and lunch meals,
respectively compared to last year's average daily meals served.

Revenues are projected to be $462,295 below budget due to lower than anticipated
daily participation. Contractual expenditures for the program are projected to be
$438,351 over budget. These items are partially offset by projected savings in salaries,
benefits and supplies. Therefore, it is currently projected that the program will end the
year with an operating shortfall of $210,897. This shortfall amounts to $0.05 per meal
served or $22.35 per day per school location.

The financial summary for the program is shown in Table 9.

Table 9
Child Nutrition Services Program Summary
(Programs 98. XXX & 89150)
Budget Projected Variance
Favorable/
(Unfavorable)
Revenue
Food Sales $ 2,000,128 $ 1,777,008 $ (223,120)
State Funding 285,859 285,859 -
Federal Funding 11,015,349 10,776,174 (239,175)

Other Governmental Entities - -

Sale of Equipment - - -
Total Revenue $ 13,301,336 $ 12,839,041 $ (462,295)
Indirect Charges (822,704) (778,343) 44,361
Local Support -

Prior Year Carryover - - -
Total Resources $ 12,478,632 $ 12,060,698 $ (417,934)

Expenditures

Salaries $ 4,266,941 $ 4,090,476 $ 176,465
Benefits 2,274,951 1,874,643 400,308
Supplies 5,246,060 5,171,522 74,538
Contractual 729,743 1,168,094 (438,351)
Travel 11,000 8,615 2,385
Equipment 1,000 - 1,000
Internal Transfers (in)/out (51,063) (41,754) (9,309)
Total Expenditures $ 12,478,632 $ 12,271,595 $ 207,037

Transfer Out - - -
Total Use of Resources $ 12,478,632 $ 12,271,595 $ 207,037

©«

Ending Balance $ - $ (210,897) (210,897)
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Special Education

Special Education services are funded by state apportionment, state special purpose
revenue, Medicaid reimbursements, Federal Flow Through, local support and revenue
from other districts. State apportionment is revenue received through a state funding
formula as discussed earlier in this report. The state special purpose revenue consists
of an allocation for special education students ages birth to 3 years old, 3 to 5 years old
(and not yet enrolled in kindergarten) and an allocation for special education students
enrolled in kindergarten through age 21. The state special purpose revenue for special
education students enrolled in kindergarten through age 21 is capped at 12.7% of the
annual average resident basic education enroliment FTE for kindergarten through grade
12. Special Education may be reimbursed for services (e.g., physical therapy, nursing
services, etc.) for students that are eligible for Medicaid. These reimbursements are
dependent on the availability of funding and not on service rendered. Revenue from
other districts consists of reimbursements received for special education services
rendered to students where facilities and/or staff are not available in their resident
district to provide the required services. The district bills at the end of the first semester
and the end of the school year for these services. Federal Flow Through funding is an
entitlement with a base, relative population and poverty allocations. Safety Net funding
is not an entitlement, but an annual grant and is available to districts with demonstrated
need for Special Education funding in excess of state and federal funding otherwise
provided, as long as the program meets the criteria. Local support is revenue from local
maintenance and operation levies. For specific information on Safety Net and Federal
Flow Through funding of this program see Appendix D, Grant Activity.

The state uses an average headcount from October to June to determine the state
special revenue funding of resident population for Special Education. The current
projected average is 3,529 students; an increase of 18 students from last year’s
average of 3,511. Based on the state formula, the district will be funded for up to an
average of 3,572 students (12.7% of 28,125 Total BEA Resident FTE Enroliment).

Revenue is projected to be $858,210 above budget. State funding is projected to be
$556,469 above budget due to higher enroliment than was anticipated; special
education enrollment overall is currently projected to be 87 FTE above budget.

Program expenditures are projected to be $787,607 above budget due to increasing
costs for specialized contractual instructional, therapy and nursing services for students.
As a result, it is currently projected that the program will end the year with an operating
surplus of $38,597.

The financial summary for the program is shown in Table 10.
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Table 10
Special Education Consolidated Program Summary
(Programs 01210, 21XXX, 22XXX, 24XXX and 29000)
Budget Projected Variance
Favorable/
(Unfavorable)

Revenue
State Funding $26,993,521 $27,549,990 $§ 556,469
Federal Funding 7,209,412 7,350,438 141,026
Other Districts 1,800,000 1,960,715 160,715
Other Agencies - - -
Total Revenue $36,002,933 $36,861,143 $ 858,210
Indirect Charges (1,831,916) (1,863,922) (32,006)
Local Support 11,349,913 11,349,913 -
Prior Year Carryover - - -
Total Resources $45520,930 $46,347,134 $§ 826,204
Expenditures
Certificated Salaries $22557,451 $21,898,277 $ 659,174
Classified Salaries 8,005,768 7,789,262 216,506
Benefits 11,961,301 11,729,428 231,873
Supplies 161,688 347,004 (185,316)
Contractual 2,772,620 4,426,943 (1,654,323)
Travel 12,382 75,828 (63,446)
Equipment 24,000 2,050 21,950
Internal Transfers (in)/out 25,720 39,745 (14,025)
Total Expenditures $45,520,930 $46,308,537 $ (787,607)
Transfer Out - - -
Total Use of Resources $45,520,930 $46,308,537 $ (787,607)
Net Surplus/(Deficit) $ - $ 38,597 $ 38,597
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Transportation

The district provides their own buses and drivers for the transportation of special
education students while contracting with Durham School Services for basic education
students. The transportation department’s expenditures include costs associated with
transporting all district students. Therefore, in addition to rising employee and contract
costs, the fluctuating price of fuel also has a significant impact on this program.

This is the first year of a five-year contract with Durham School Services. They are
currently operating 99 home-to-school routes; the district is operating 51 Special
Education routes. In addition, the department is transporting approximately 600
homeless students to their school of origin.

State funding is based on distance driven, hazardous areas and student count. In the
past this funding was based on the radius miles from the school of attendance. The
district now reports all the routes to the Office of the Superintendent of Public Instruction
(OSPI) which includes both morning and afternoon student counts for each route. In
addition, the student count is to be conducted three times a year, (i.e., fall, winter and
spring). In the past, the student count was conducted once during the last week of
September each year and only the data from the morning operations was submitted.
This is the second year of reporting data for the new state funding formula for
transportation.

It is currently projected that program will end the year with an operating shortfall of
$395,797. The program revenue shortfall is currently projected to be $69,853 below
budget. Program expenditures are projected to be $325,944 over budget. Bus
maintenance costs have increased dramatically over the last few years. This has
resulted in supplies and contractual services projected to be $202,012 and $59,524
over budget, respectively. In addition, the amount of costs anticipated to be transferred
to other programs for non-home-to-school transportation, (i.e., field trips, athletic trips,
after school activities, etc.), is projected to be $385,696 below budget. It is projected
that these items will be partially offset by salary and benefits savings.

The financial summary for the program is shown in Table 11.
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Table 11
Transportation Program Summary
Budget Projected Variance
Favorable/
(Unfavorable)
Revenue
Local Support $ 3,157,020 $ 3,057,020 $ (100,000)
Local Non-Tax 100,000 97,159 (2,841)
State Special Purpose 7,864,635 7,899,055 34,420
Total Revenue $ 11121655 $ 11,053,234 § (68,421)
Indirect Charges (327,128) (328,560) (1,432)
Prior Year Carryover - - -
Total Resources $ 10,794,527 $ 10,724,674 $ (69,853)
Expenditures
Salaries $ 2573141 $§ 2,490,788 §$ 82,353
Benefits 1,353,269 1,222,707 130,562
Supplies 593,500 795,512 (202,012)
Contractual 7,192,370 7,251,894 (59,524)
Travel 2,000 3,628 (1,628)
Equipment 110,000 - 110,000
Internal Transfers (in)/out (1,029,753) (644,057) (385,696)
Total Expenditures $ 10,794,527 $ 11,120,471 $ (325,944)
Transfer Out - - -
Total Use of Resources $ 10,794,527 $ 11,120,471 $ (325,944)
Net Surplus/(Deficit) $ - $ (395,797) $ (395,797)
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Career-Technical Education

Career and Technical Education (CTE) 2013-14 Guiding Principles:

“World Class CTE” means being the absolute best in the world at what we do as
defined by ALL students leaving Tacoma Public Schools ready for college and career
opportunities of the 21 Century. Our students will be supported in meeting this
expectation when: engaged in rigorous and relevant instruction, prepared for year 9 and
year 13 transitions, programs and facilities reflect community input from citizens’
advisory committees, and when each student understands and selects courses that
support an individualized program of study.

CTE program highlights for 2013-14 include the following:

. Upgraded hardware and software in three (3) middle school computer labs and
upgraded to 22 inch monitors in nine (9) high school computer labs. Added a new
digital photography lab at Oakland High School.

. Created district-designed page in ESchoolPLUS data-base to track student
attainment of Industry Recognized Certifications in alignment with the district’s
academic excellence benchmarks.

. Upgraded robotics technology at middle schools with 30 laptop computers and
new robotic processors. Added laser engravers to two high school pre-
engineering programs.

. Coordinated CTE credit-bearing summer school in conjunction with the Pierce
County Skills Center at three satellite campuses in Tacoma.

. Coordinated the Lincoln Tree Farm summer school program in support of
transition between First Creek Middle School and Lincoln High School.

. Expanded Teach 253 to Lincoln, Mt Tahoma, and Foss high schools for “growing
our own” future Tacoma teachers in partnership with Pacific Lutheran University.

. Centrally deployed a Worksite Learning Coordinator for students to attain credit
through job placement and standards-based portfolio assessments.

. Partnered with City of Tacoma, The REACH Center, and Workforce Central in
coordinating the Summer Youth Employment project.

. Partnered with the Tacoma-Pierce County Chamber of Commerce in launching
the Young Entrepreneurs Academy1 (YEA!)

. Career Counselors coordinated Tacoma student participation in Pierce County
Career Day, Clover Park Technical College Math-To-Career Day, and Clover
Park Technical College Career Conference.
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Increased CTE Advanced Placement classes to include Psychology and
Computer Sciences.

New Pre-Apprenticeship blocked-class program at Lincoln High School.
New IB-Design class (Pre-engineering) at Foss High School.

Prepared OSPI curriculum review and program re-approval for Business and
Marketing Pathway.

CTE Director and building administrators conducted learning walks in CTE
programs to review implementation of the University of Washington Center of
Educational Leadership 5-Dimensions of Teaching and Learning instructional
model. (Provide 20% salary of one assistant principal per comprehensive high
school to support instructional improvement in CTE programs)

CTE and Curriculum & Instruction offices collaborated to facilitate professional
development in 5D+ tailored to the needs of CTE instructional practice.

CTE and Curriculum & Instruction offices collaborated in alignment of curriculum
and instructional materials to increase student success on the Biology End Of
Course Exam for students enrolled in Plant Biology classes.

600 Tacoma students earned college credits through dual-credit articulations for
CTE classes with Tacoma Community College, Pierce College, Clover Park
Technical College, and Bates Technical College during the 2012-13 school-year.

Strengthened CTE citizen’s advisory committees with Kick-off, Mid-year, and End
of Year events that showcase student achievement and engage the public in
projects that network students with business and post-secondary education
opportunities.

Program revenues are projected to be $1,359,049 above budget due to higher than
anticipated enrollment. In addition, the program carried over $251,004 in operating
surplus from last year. The projected revenue surplus will be partially offset by
additional expenditures associated with the increased enroliment. Expenditures are
currently projected to be $929,245 above budget. It is currently projected that the
program will end the year with an operating surplus of $541,077.

The financial summary for the program is shown in Table 12.
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Table 12
Career-Technical Education Program Summary
(Program 31.XXX, 34. XXX, 38. XXX & 45.XXX)
Budget Projected Variance
Favorable/
(Unfavorable)
Revenue
Sales $ 40,000 $ 121,758 $ 81,758
State - Apportionment 10,899,897 12,171,816 1,271,919
Federal Special Purpose 221,514 221,886 372
Revenue from Other Districts - 5,000 5,000
Sale of Equipment - - -
Total Revenue $ 11161411 § 12520460 $ 1,359,049
Indirect Charges (1,170,683) (1,310,415) (139,732)
Prior Year Carryover - 251,004 251,004
Total Resources $ 9,990,728 $ 11,461,049 $ 1,470,321

Expenditures

Certificated Salaries $ 6217930 $ 6,385,084 $ (167,154)
Classified Salaries 409,481 407,833 1,648

Benefits 2,314,296 2,326,285 (11,989)
Supplies 631,920 1,318,320 (686,400)
Contractual 312,478 312,950 (472)
Travel 71,623 41,193 30,430

Equipment - 88,848 (88,848)
Internal Transfers (in)/out 33,000 39,458 (6,458)

Total Use of Resources $ 9,990,728 $ 10,919,973 $ (929,245)

Net Surplus/(Deficit) $ - $ 541,077 $ 541,077

Categorical Programs

To review specific activity on the grants and/or programs not contained in this section,
see Appendix D “Statement of Grant Activity”.

Please note: All explanations on the operating results of the programs contained in the
“Major Programs and Initiatives” section above were jointly prepared and reviewed by
program and finance department staff.



Third Quarter Financial Report 2013-14
June 25, 2014
Section | — Financial Analysis - Page 28

GENERAL FUND CONCLUSION

Table 13 displays the budget and projections for fund balance, revenues, and
expenditures. Currently the district is projected to end the year with a fund balance of
approximately $31,385,502.

METHOD 1 — Historical trends are used as the basis of the analysis and any known
exceptions are factored into the equations. The revenue is estimated by reviewing
every account, and the expenditures are estimated by reviewing detail payroll, accounts
payable, and other financially related transactions.

METHOD 2 — Historical trends are utilized for certain revenue accounts, and identified
budget adjustments or variances are used for the remainder of the projections. A
review of the budget is performed, and the adjustments and variances are analyzed to
determine their effect on the financial position of the general fund. Table 13 below
displays the results of the Method 2 forecast.

The results of both methods are compared on Appendix B.

Table 13
Variance
General Fund Budget Projected Surplus/(Deficit)
Beginning Fund Balance $ 34,213,885 $ 33,608,934 $ (604,951)
Revenue 331,263,739 334,356,208 3,092,469
Other Financing Sources 1,500,000 1,565,166 65,166
Total Resources Available 366,977,624 369,530,308 2,552,684
Expenditures 343,610,753 338,144,806 5,465,947
Other Financing Uses - - -
Total Use of Resources 343,610,753 338,144,806 5,465,947
Ending Fund Balance $ 23,366,871 $ 31,385,502 $ 8,018,631

The district administration continually reviews operational requirements and revises
operations for the benefit of the students in stewardship over district assets. Any
material changes that affect the financial condition of the district are included in the
financial reports. Enrolliment counts and basic education financial operations are
updated and reported monthly.
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ENROLLMENT

State funding for school districts is based on the number of full time equivalent (FTE)

students enrolled in the district (see also REVENUE in Section | of this report). FTE is
calculated based on the number of hours of classroom instruction received. Table 14

displays the variances between actual annual average and projected average FTE by
individual grade level for 2012-13 and 2013-14, and the variances between projected
and budgeted average FTE for 2013-14.

Table 14
K-12 Annual Average FTE Enroliment
Two Year Comparison
A (B) () (D) (E)
2012-13 2013-14 2013-14 | Variance | Variance
Actual Budget Projected (C)-(A) (C)-(B)
Kindergarten * 1,310 1,305 1,282 (28) (23)
Grade 1 2,496 2,527 2,588 92 61
Grade 2 2,284 2,414 2,432 148 18
Grade 3 2,295 2,190 2,250 (45) 60
Grade 4 2,121 2,184 2,262 141 78
Grade 5 2,188 2,053 2,083 (105) 30
Elementary 12,694 12,674 12,897 203 223
Grade 6 2,036 2,012 2,097 61 85
Grade 7 2,055 1,954 2,015 (40) 61
Grade 8 1,990 1,961 2,021 31 60
Middle School 6,082 5,927 6,133 51 206
Grade 9 2,428 2,507 2,239 (189) (268)
Grade 10 2,026 2,116 2,009 (17) (107)
Grade 11 1,648 1,594 1,617 (31) 23
Grade 12 1,468 1,263 1,605 137 342
High School 7,571 7,480 7,470 (101) (10)
Running Start 183 181 206 23 26
TCC Fresh Start ** 147 123 152 5 29
Reengagement Center ** 0 0 161 161 161
Goodwill ** 0 0 24 24 24
Alternative Learning Experience 85 90 49 (36) (41)
Grand Total * 26,761 26,475 27,092 331 618
Actual data through June 2014

* This table does not include funded full day kindergarten FTE
** Open Doors - 1418 Programs
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In comparison with 2012-13 annual averages, projected enrollment, annual average
increase of 331 student FTE (Table 14 column (D)):

Elementary schools (grades K-5) increased by 203 FTE;
Middle schools (grades 6-8) increased by 51 FTE;

High schools (grades 9-12) decreased by 101 FTE;
Running Start (college level courses) increased by 23 FTE;

Open Doors — 1418 Programs
The district added the Reengagement Center and the Goodwill program this year
which increased enroliment compared to last year.

TCC Fresh Start increased by 5 FTE;

Reengagement Center increased by 161 FTE;

Goodwill increased by 24 FTE;

ALE (Alternative Learning Experience) decreased by 36 FTE.

Every student enrolled is converted to a full time equivalent (FTE) based on the number
of instructional hours established by the state. A full time equivalent for grades 4-12 is
900 hours (5 hours per day x 180 days), for grades 1-3 720 hours (4 hours per day x
180 days), for .5 FTE (half day) kindergarten 360 hours (2 hours per day x 180 days),
and 1.0 FTE (full day) kindergarten 720 hours (4 hours per day x 180 days) for
qualifying schools.

2013-14 is the seventh school year funding for full day kindergarten has been available.
The program was phased-in beginning with schools with the highest poverty levels, (i.e.,
schools with the highest percentage of students qualifying for free and reduced lunch in
the prior school year). Kindergarten students enrolled in a full-year full-day program at
a building that does not qualify for full-day state funding will only generate .5 FTE the
same as students enrolled in a full-year half-day program. Students enrolled in a full-
year full-day program at a building that does qualify for full-day state funding will
generate 1.0 FTE. Table 14 does not include funded full-day kindergarten FTE. There
were 775 funded FTE in 2012-13. The budget for 2013-14 included 894 funded full-day
kindergarten FTE; this enrollment is currently projected to be funded FTE for the current
year.

Kindergarten students and students who participate for only part of the year or part of
each day are calculated as a portion of an FTE. Any district may choose to serve
students more hours per day or per year than the state definition of full time equivalent.
However, students who attend classes more hours per day will not generate more than
one FTE for funding purposes.

Open Doors — 1418 Programs, named for the bill establishing a statutory framework for
a statewide dropout reengagement system. This program provides education and
services to older youth, ages 16-21, which have dropped out of school or are not
expected to graduate from high school by the age of 21.
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STAFFING

District staffing is divided into two categories: certificated staff — teachers, counselors,
librarians, nurses, specialists and principals, and classified staff — classroom aids,
secretaries, bus drivers, cooks, custodians, playground staff, maintenance crews,
grounds crews, and business support staff. Table 15 compares the number of filled
positions in June 2013 to the number of filled positions in June 2014. The number of
certificated and classified staff increased 32 and 32 FTE, respectively from this time last
year.

Table 15
Staffing - Comparison to Prior Year
4,000 ~
3,215 3,279
3,000 A i
2,020 2,052
2,000 -
i i 1,195 1,227
1,000 A
Certificated Classified Total
| = June 2013 BJune 2014 |

As shown in Table 16, the number of assigned certificated FTE is 2,052 and classified
staff FTE is 1,227 . The certificated and classified staffs are below budget by 38 and 44
FTE respectively. These are due to positions being vacant or unfilled for a portion of
the year (i.e., late hires, resignations, departmental reorganizations, etc.) as well as a
partial moratorium on filling vacant positions.

Table 16

Staffing - Budget and Actual

4,000 7 3,361 3,279

3,000

2,090 2,052
2,000 T

1,271 1,227

1,000 -

Certificated Classified Total

o Budget = Actual
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Table 17 compares the number of budgeted FTE to the number of actual FTE by

program.

Table 17

Budget vs. Actual Staffing
In FTE (Full Time Equivalents)

Program Description (Number) Budget Actual Variance
Certificated Staff Incr/(Decrease)
Basic Education (01-02) 1,481.10 1,460.72 20.38
Federal Stimulus (10) - - -
Special Education (20) 312.50 306.47 6.03
Vocational Education (30-40) 94.50 94 .36 0.14
Compensatory (50-60) 184.30 170.51 13.79
Other Instructional (70) 15.50 17.40 (1.90)
Support Services (80-90) 2.00 3.00 (1.00)
Total Certificated 2,089.90 2,052.46 37.44
Classified Staff
Basic Education (01-02) 285.96 271.88 14.08
Federal Stimulus (10) - - -
Special Education (20) 248.54 239.99 8.55
Vocational Education (30-40) 8.36 8.46 (0.10)
Compensatory (50-60) 114.40 119.65 (5.25)
Other Instructional (70) 17.17 19.73 (2.56)
Support Services (80-90) 596.88 567.30 29.58
Total Classified 1,271.31 1,227.01 44.30
Total All Staff 3,361.21 3,279.47 81.74

* Actual data through June 2014
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“Compensatory” programs are programs paid for from special funding or other
agencies, such as Head Start and the Student Achievement Program. “Other
instructional” includes several programs — ECEAP, ROTC, Extended Day Program, and
several smaller grants. “Basic education” includes classroom instruction as well as
instructional support — principals, librarians, and counselors. “Support Services”
includes custodial, maintenance, business support, food services, transportation, and
central administrative support.

Similar to enrollment, staffing is calculated in full time equivalents (FTE). Staff (FTE) is
based upon full day schedules as stipulated in each bargaining agreement. Staff who

work a portion of each day, or a portion of the year, are calculated to that portion of an

FTE.

Certificated staffing levels vary with student population. The total change in staffing will
reflect both the change in student population and any shifts between levels (elementary
and secondary). Classified staffing will vary with major changes in student population,
as well as with major projects or with changes in operations of the support functions.
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IV. Associated
Student Body Fund



Third Quarter Financial Report 2013-14
June 25, 2014
Section IV - Page 1

ASSOCIATED STUDENT BODY FUND

The ASB (Associated Student Body) Fund is a special revenue fund established to
support extracurricular student activities, and most of the district’s schools have active
ASB accounts. ASB funds are generated through fundraising efforts, student fees, and
donations. ASB expenditures are non-curricular in nature, and support events that are
of a cultural, athletic, recreational, or social nature. The ASB financial statements are
next in this section.
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V. Capital Projects
Fund
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CAPITAL PROJECTS FUND

The capital projects fund is used to account for the construction or purchase of major
capital facilities, districtwide technology implementations, site acquisitions, major
remodels or building renovations and capital equipment purchases. Revenue sources
for this fund include: Bond proceeds, special levies, state matching funds, mitigation
fees, interest earnings and property sales.

Voters of Tacoma/Pierce County approved a $450 million bond on February 6, 2001, a
$140 million capital project levy on February 9, 2010 and overwhelmingly approved a
capital construction bond measure in the amount of $500 million on February 12, 2013.

The 2013 bond measure authorized the district to replace or renovate 14 deteriorating
schools across Tacoma, improve learning environments, implement health, safety,
security and technology upgrades, earthquake safety, roof repairs, alarm/sprinkler
systems, energy-efficient heating/lighting, electrical/plumbing, improve playgrounds,
playfields and athletic facilities by issuing $500,000,000 of general obligation bonds
maturing within a maximum term of 25 years and to levy annual excess property taxes
to repay the bonds. As part of this new bond measure, Washington Elementary School
and Hunt Middle School were moved from the 2010 capital project levy and refinanced
into the 2013 capital bond measure. Capital improvements to facilities districtwide are
as follows:

Modernize and replace existing school facilities

Washington Elementary School (construction is currently underway)
McCarver Elementary School (design is currently underway)

Wilson High School (design is currently underway)

Stewart Middle School (design is currently underway)

Replace existing school facilities
Wainwright Elementary School
Arlington Elementary School
Brown’s Point Elementary School
Mary Lyon Elementary School
Birney Elementary School

Grant Elementary School

Boze Elementary School

Downing Elementary School

Hunt Middle School

Construct new facilities
Science and Math Institute [SAMI] (design is currently underway)
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The current capital projects are as follows:

Architect selection is complete for four of the 2013 major projects. Planning and
design phases are underway for the new SAMI, the modernization of McCarver
Elementary School, Phase Il of Wilson High School and the modernization of
Stewart Middle School.

Washington Elementary School is one of the 14 major renovation projects.
Washington is a recognized historic building in the Proctor District in Tacoma.
The school was built in 1906 and had significant additions in 1949. The
proposed project will be to remodel and restore the original historic building,
replace the 1949 gymnasium with new construction and add a new cafeteria,
stage, gymnasium, library and classrooms. The proposed additions are in
character of the school’s history. Site amenities will include a new playground
with turf play field and covered play area, a bus drop off zone and on-street
perpendicular parking. The project is expected to be complete the summer of
2014 with the opening of the new school in September 2014, the start of the next
school year.

The Phase Il modernization project at Wilson High School has begun. The
second phase of the Wilson High School replacement and modernization is a
continuation of the Phase | replacement project completed in August 2006. A
portion of the project included improvement of the play fields, with two of the
synthetic fields, which was completed in March 2014 and is currently in use. The
remainder of the Phase Il project will consist of additional field work, replacement
of the remaining classroom wings and modernization of other buildings
throughout the campus. The anticipated completion date for the design and
bidding of this project is expected to be around May of 2015. Substantial
completion of Phase Il and occupancy of the new academic building is
anticipated for September 2017.

Collaboration with Metro Parks for Point Defiance is ongoing for the new Science
and Math Institute (SAMI) school construction project.

The district selected Skanska as the qualifying candidate for the modernization of
McCarver Elementary School and Stewart Middle School. Both schools are set
to start construction in the summer of 2015. McCarver Elementary School is
scheduled to open in September 2016 while Stewart Middle School is scheduled
to open in September 2017.
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Small Capital Projects - Districtwide Safety and Health Upgrades:

= Life safety improvements — school intercom systems; fire alarm and sprinkler
system upgrades to meet current standards

= Earthquake safety, seismic improvement; replacement of aged, deteriorating roofs
= Clean air, safe water - HVAC, plumbing, energy-efficient heating and windows

= Playgrounds, playfields and athletic facilities improvements to meet current safety
standards
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VI. Transportation
Vehicle Fund
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TRANSPORTATION VEHICLE FUND

The transportation vehicle fund is used to account for expenditures related to the
purchase, major repair, rebuilding, and related debt service costs incurred for district
owned/operated pupil transportation equipment.

Currently, the district maintains a fleet of 67 yellow buses operating approximately 51
Special Education routes. In 2000, the district began a long-term bus replacement plan
that is to be self-supporting through the use of state bus depreciation payments. In
2013-14, the district will receive $550,255 in depreciation from the state for district
buses. The district is planning to replace ten buses in 2014-15 and five buses each
year for the next three years. This plan includes upgrades which address emerging
safety requirements for the transportation of students.

The transportation vehicle fund financial statements are next in this section.
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DEBT SERVICE FUND

The debt service fund is used to account for the current year’s principal and interest
payments on the District’s outstanding bonds. Property taxes are the primary revenue
source used to make the semi-annual payments on the voted debt, or Unlimited Tax
General Obligation (UTGO) bonds. Investment earnings and prior years’ bond premium
account for the remaining funds needed to make the payments on the UTGO bonds.

On October 17, 2012 the district completed the sale of bonds issued to refund
$83,390,000 of the District’s outstanding Series 2003, Series 2005A and Series 2005B
bond issues. The new issue of refunding bonds was sold at an overall interest rate of
1.867%. The average interest rate of the bonds refunded was 4.91%. This
improvement in interest rate resulted in an aggregate reduction in annual debt service of
$10,781,197.48 over the years 2012 — 2024. This debt service savings will be passed
along to District taxpayers as reductions in annual tax collection for debt service.

The financial statements for this fund are next in this section.
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Year To Date Budget vs. Year To Date Actual

APPENDIX A

Table 1 & 2 displays the year to date budget versus year to date actual for both revenues
and expenditures. The budget spread is calculated using a weighted average based upon
the last three years (Fiscal Years 10/11, 11/12 & 12/13) of actual data. The weighted

average is applied to the current year budget to derive at the year to date budget amount as
displayed in Tables 1 & 2. Due to the unpredictable nature of revenues and expenditures,
the year to date budget may not truly reflect the operations of the district from year to year.

Table 1 Year To Date Revenues

Revenue Sources Year ToDate Percentof Year To Date Percent of Variance
Budget Total Actual Total over/(under)
Local Taxes $ 78,303,248 3081% $ 81,131,325 30.71% 2,828,077
Local Non-Tax 5,028,468 1.98% 5,066,185 1.92% 37,717
State, General Purpose 111,520,642 43.87% 121,550,801 46.01% 10,030,159
State, Special Purpose 32,402,153 12.75% 30,065,096 11.38% (2,337,057)
Federal, General Purpose 304,071 0.12% 293,145 0.11% (10,926)
Federal, Special Purpose 24,838,434 9.77% 23,904,370 9.05% (934,064)
Revenue - Other District 1,341,418 0.53% 1,418,029 0.54% 76,611
Revenue - Other Agencies 449,518 0.18% 691,989 0.26% 242,471
Revenue - Other Financing - 0.00% 64,893 0.02% 64,893
Total Revenue $ 254,187,952 100.00% $ 264,185,833 100.00% 9,997,881
Table 2 Year To Date Expenditures
Expenditure Objects Year ToDate Percentof Year ToDate Percent of Variance
Budget Total Actual Total (over)/under
Certificated Salaries $ 117,271,858 4588% $ 114,128,589 45.18% 3,143,269
Classified Salaries 41,880,526 16.39% 41,480,586 16.42% 399,940
Employee Benefits 58,549,027 22.91% 59,420,993 23.52% (871,966)
Supplies and Materials 13,573,544 5.31% 12,601,566 4.99% 971,978
Contractual Services 23,284,776 9.11% 23,960,831 9.49% (676,055)
Local Mileage & Travel 370,565 0.14% 634,579 0.25% (264,014)
Capital Outlay 657,393 0.26% 375,331 0.15% 282,062
Total Expenditures $ 255,587,689 100.00% $ 252,602,475 100.00% 2,985,214

* Actual data through May 2014
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APPENDIX B
Financial Statement
201314
(1 ) (3) 4)
Budget Projection Projection Variance
Method 1 Method 2 (1) vs. (3)
Beginning Fund Balance $ 34,213,885|% 33,608,934 |% 33,608,934 |9 (604,951)
Revenue 331,263,739 340,291,738 334,356,208 3,092,469
Other Financing Sources 1,500,000 1,265,565 1,565,166 65,166
Total Resources Available 366,977,624 375,166,237 369,530,308 2,552,684
Expenditures 343,610,753 336,751,429 338,144,806 5,465,947
Other Financing Uses - - - -
Total Use of Resources 343,610,753 336,751,429 338,144,806 5,465,947
Ending Fund Balance $ 23366871|% 38414808 |$ 31385502 (% 8,018,631

Detail of Ending Fund Balance

Nonspendable - Inventory & Prepaid ltems | $ 3,650,093 | $ 2,453,324 [ § 2,453,324 | $ (1,196,769)

Committed to Debt & Fiscal Management 10,059,688 13,165,986 12,869,210 2,809,522
Committed to Encumbrances 197,087 305,277 395,277 198,190
Committed to Contingencies 1,000,000 1,000,000 1,000,000 -
Restricted for Carryover 250,000 650,000 450,000 200,000
Restricted for Debt Service 73,043 73,043 73,043 -
Assigned to Carryover 150,000 1,571,614 1,771,618 1,621,618
Assigned to Curriculum & Instruction 919,098 1,840,222 1,840,222 921,124
Assigned to Future Operations 7,067,862 17,265,342 10,532,808 3,464,946

Unassigned Fund Balance - - - -

Total Fund Balance $ 23,366,871 |$ 38,414,808 |$% 31,385502|% 8,018,631

Method 2 projections are used for all tables and graphs in this report.
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TACOMA

PUBLIC

SCHOOLS

EVERY STUDENT. EVERY DAY.

www.tacomaschools.org

Board of Directors
Kurt Miller, President
Scott Heinze, Vice President
Karen Vialle
Catherine Ushka
Debbie Winskill

Carla J. Santorno, Superintendent
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Attached is an important document from your child’s school. Please have this document translated for you. Thank you.
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Tacoma School District No. 10 Non-Discrimination Statement

Tacoma School District No. 10 does not discriminate in any programs or activities
on the basis of sex, race, creed, religion, color, national origin, age, veteran or
military status, sexual orientation, gender expression or identity, disability, or the
use a dog guide or trained service animal (a service animal is a dog or miniature
horse that that is individually trained to do work or perform tasks for the benefit of
an individual with a disability). The following employees have been designated to
handle questions and complaints of alleged discrimination:

Title IX Coordinator, Jennifer Kubista, Director, Student Life and Athletics; P.O.
Box 1357, Tacoma, WA 98401-1357; (253) 571-1123; jkubist@tacomak12.

wa.us

Section 504 Coordinator, Jennifer Traufler, Executive Director, Student
Services; PO. Box 1357, Tacoma, WA 98401-1357; (2563) 57 1-1224; jtraufl@

tacomak12.wa.us

ADA Coordinator, Kirsten Anderson-Connolly, HR Compliance Coordinator;
P.O. Box 1357, Tacoma, WA 98401-1357; (2563) 571-1250; HRInfo@tacoma.
k12.wa.us

Civil Rights Compliance Coordinator, Lynne Rosellini, Assistant
Superintendent, Human Resources; PO. Box 1357, Tacoma, WA 98401-1357;
(253) 571-1250; HRInfo@tacomak12.wa.us

Tacoma School District No. 10 Equal Access Statement

The District also provides equal access to designated youth groups as identified
in its Use of School Facilities Policy and Regulation pursuant to the Boy Scouts
of America Equal Access Act. The following district official has been designated
to handle inquiries regarding the Boy Scouts of America Equal Access Act: Chief
Operating Officer, Sam Bell; PO. Box 1357, Tacoma, WA 98401-1357; (253)
571-3300.
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