Date: April 25, 2008

To: Board of DirectoEs

Ron Hack, Chief Financial Officer

From:

Subject:

March 2008 Unaudited Financial Report

Learning and Leadership

Chief Financial Officer

253.571.1200 » Fax 253.571.2560

This report provides a brief summary of the general fund financial operations through
March 31, 2008. Enroliment information includes the official state count through the
month of March 2008 as well and the projected annual average full-time equivalent (FTE)

students for the year.

Table 1 displays a comparison of summary financial data for March 2007 and 2008.

Table 1
March March Variance

General Fund Comparison 2007 2008 Higher/(lower)
Beginning Fund Balance $ 28,051,767 $ 34,719,787 6,668,020
Revenue 157,532,481 166,323,687 8,791,206
Other Financing Sources 20,974 9,067 (11,907)
Total Resources Available 185,605,223 201,052,541 15,447,319
Expenditures 163,310,119 177,687,851 14,377,732
Other Financing Uses - - -
Total Use of Resources 163,310,119 177,687,851 14,377,732
Ending Fund Balance $ 22,295,103 $ 23,364,691 $ 1,069,587

coma
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REVENUES

» General fund revenues and other financing sources as of March 2008 were
$166,332,754; this was $8,779,299 or 5.6% more than this time last year.
Revenues overall have increased due to higher funding allocations and
reimbursement rates even though the projected annual average enrollment is
down 461 student FTE from last year.

Highlights:

» Local tax revenue consists of tax receipts from the approved local maintenance
and operations levy. Collections through the month of March increased
$1,176,489 from this time last year. This reflects an increase in the levy base (i.e.,
certain State and Federal revenues) used to calculate the 2008 levy versus the
2007 levy; thereby, increasing the actual revenue from year to year.

» Local non-tax revenue consists of investment earnings, student food service
receipts, sales from vocational programs and several other small sources.
Revenue in this category decreased $699,483 from this time last year. Interest
rates have been declining over the last several months resulting in a decrease of
$917,843 in investment earnings compared to last year. This was partially offset
by an increase of $176,280 in facility rental revenue. The remaining revenue
decrease is due to smaller variances in several other revenue accounts.

» State general purpose revenue comes from two sources — Apportionment and
Local Effort Assistance (LEA). Revenue in this category increased $3,096,063
from this time last year. The Basic Education Allocation (BEA) rate increased
from $4,649.30 to $4,882.67 or $233.37 per student FTE; this resulted in an
increase of $2,490,039 compared to last year. In addition, apportionment for Full
Day Kindergarten and a one-time technology allocation resulted in increases of
$626,817 and $296,000, respectively. These variances resulted in an overall
increase in apportionment revenue of $3,412,856. The increase in apportionment
was partially offset by a decrease of $316,793 in LEA funding.
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» State special purpose revenue consists of funding for the following programs:
Special Education, Learning Assistance Program (LAP), Remann Hall, Initiative
728 Student Achievement, Food Services, Transportation, Promoting Academic
Success (PAS), Special & Pilot Programs, as well as various other small
instructional programs.

Revenue in this category increased $4,150,955 from this time last year. Of this
variance, $1,092,639 was due to an increase of $75 per FTE for Initiative 728
Student Achievement. The earlier timing of allotment payments for Transitional
Bilingual has resulted in an increase of $948,471. A change in the funding
formula for Special Education resulted in an increase of $1,213,655 compared to
last year. Smaller variances in the Certification Bonus and Flexible Education
Math & Science programs resulted in an increase of $511,336. In addition,
Transportation revenue increased $365,943 due to additional funding approved by
the legislature based on a study of actual miles driven.

» Federal special purpose revenue consists of funding for the following programs:
Special Education Federal Flow Through, Perkins Vocational Education, Title 1 -
Disadvantaged, School Improvement, Reading First, Head Start, Limited English
Proficiency, Indian Education, federal reimbursement for free and reduced student
meals, as well as several other instructional programs. Revenues in this category
are on a reimbursement basis. Therefore, the fluctuation in this category is often
due to the timing of reporting expenditures and the processing of reimbursements
by the funding agency. Program managers are given expenditure authority only
for the approved amount of the grant awards; so variances should not have a
negative impact on the district’s basic education budget.

Revenue in this category increased $1,162,825 from this time last year. Food
Services revenue from the free and reduced meal program increased $400,477
due to increased reimbursement rates and an increase of 239 breakfasts and 110
lunch meals served daily as compared to last year's average daily meals served.
United States Department of Agriculture (USDA) Commodities have also
increased $271,923 compared to last year. Perkins Vocational Education, Limited
English Proficiency and Indian Education all increased for total of $274,247. In
addition, Title | - Disadvantage, School Improvement and Head Start programs
increased $422,290, $295,128 and $135,438, respectively. This was partially
offset by decreases in Special Education Federal Flow Through and Reading First
revenue of $391,705 and $266,321, respectively.
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Revenue from various sources and the increases or decreases from this time last year

are shown in Table 2.

Table 2
Revenue and Other Financing Sources Comparison by Year
Through March Percent Through March Percent Variance

Revenue Source 2007 of Total 2008 of Total higher/(lower)
Local Taxes $ 32,236,097 20.46% $ 33,412,586 20.09% $ 1,176,489
Local Non-Tax 5,246,646 3.33% 4,547,163 2.73% (699.483)
State, General Purpose 79,027,565 50.16% 82,123,628 49.37% 3,096,063
State, Special Purpose 22,697,851 14.41% 26,848,806 16.14% 4,150,955
Federal, General Purpose 338,237 0.21% 213,572 0.13% (124,665)
Federal, Special Purpose 17,155,370 10.89% 18,318,195 11.01% 1,162,825
Revenue - Other Districts 547,583 0.35% 596,709 0.36% 49,126
Revenue - Other Agencies 283,132 0.18% 263,028 0.16% (20,104)
Revenue - Other Financing 20,974 0.01% 9,067 0.01% (11,907)

Total Revenue S§ 157,553,455 100.00% S 166,332,754 100.00% $ 8,779,299

EXPENDITURES

» General fund expenditures through March were $177,687,851; this was

$14,377,732 or 8.8% more than this time last year.

Highlights:

» 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 $4,352,815 from this time last year
due to the following: 19.4 more staff FTE than last year at this time, longevity
increments given to all groups, the state cost of living allocation (COLA) of 3.7%,
state funded catch-up of .63% to close the inequity gap among school districts
across the state, and the additional 1.0% negotiated salary increase provided to
all teachers per the Tacoma Education Association (TEA) agreement.

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 $1,274,156 from this time last year
due to the following: the state cost of living allocation (COLA) of 3.7% for all
classified staff, longevity increments and up to an additional 1.0% salary increase
for certain groups provided per negotiated agreements. The Maintenance and
Security unions ratified new contracts in January 2008 and the Custodial union
agreement was ratified in March 2008.
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» Employee benefits consist of expenditures for the districts 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 $2,688,095 from this time
last year. This variance was due to increases in retirement and medical insurance
rates for all employee groups as well as an increase of $4,500 in the maximum
taxable earnings subject to the Social Security tax. Expenditures for retirement
plans increased $1,351,486. The state medical insurance allocation increased
from $8,910 to $9,204 per year or $24.50 per FTE per month for an increase of
$789,741. In addition, Social Security increased $396,303 when compared to this
time last year.

» Supplies and materials consist of expenditures for supplies, instructional
materials, and equipment costing less than $1,000. Expenditures in this category
increased $3,925,178 from this time last year. Approximately $2.6 million of the
increase was due to the purchase of Read Well and Reading Street instructional
materials for the K-5 literacy curriculum adoption being implemented this year.
Approximately $1 million of the increase was due to a one time expenditure to
purchase document cameras and digital projectors as part of the Tech Equity
program,; this program is working to increase access to technology by classroom
teachers across the district. In addition, rising food prices have resulted in an
increase of $398,533 compared to this time last year.

» 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 increased $1,595,640 from this time last year. The
student transportation contract contains a Consumer Price Index (CPI) inflation
factor; this resulted in a 4.26% increase over the 2006-07 year rates. The rate
increase along with the timing of student transportation invoices, having been
invoiced through February this year as compared to December last year, resulted
in an increase of $688,125. In addition, the installation of diesel oxidation
catalysts on all buses operated by the district associated with the Clean School
Bus grant resulted in increased repair costs of $186,124. Software maintenance
agreements and natural gas costs have also increased $321,984 and $170,222,
respectively, compared to last year. The remaining increase of $229,185 is due to
smaller variances in several programs.

~ Capital outlay expenditures consist of payments for items costing more than
$1,000 each that are not consumable by nature. Expenditures in this category
increased $378,965 from this time last year. The purchase of video and audio
systems and global positioning systems (GPS) for all school buses operated by
the district resulted in an increase of $490,603. This was patrtially offset by
smaller variances in several other programs.
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The levels of expenditures within various object categories and the increases or
decreases from this time last year are shown in Table 3.

Table 3
Expenditure and Other Financing Uses Comparison by Year
Through Through
March Percent March Percent Variance
Expenditure Objects 2007 of Total 2008 of Total higher/(lower)
Certificated Salaries S 78,056,277 47.80% $ 82,409,092 46.38% S 4,352,815
Classified Salaries 27,865,774 17.06% 29,139,930 16.40% 1,274,156
Employee Benefits 36,050,454 22.07% 38,738,549 21.80% 2,688,095
Supplies and Materials 9,736,100 5.96% 13,661,278 7.69% 3,925,178
Contractual Services 10,765,544 6.59% 12,361,184 6.96% 1,595,640
Local Mileage & Travel 265,153 0.16% 428,036 0.24% 162,883
Capital Outlay 570,817 0.35% 949,782 0.53% 378,965
Other Financing Uses - 0.00% - 0.00% =
Total Expenditures S 163,310,119 100.00% S 177,687,851 100.00% S 14,377,732
FUND BALANCE

Fund balance is the excess of assets of a governmental unit over its liabilities (i.e.,
beginning fund balance plus revenue, less expenditures and transfers, equals ending
fund balance). The fund balance is made up of restricted and unrestricted reserves.
Funds that are set aside or designated for a specific purpose are placed in reserves per
the Board’'s Debt and Fiscal Management Policy 6015 and generally accepted
accounting principles (GAAP). The Debt and Fiscal Management Policy 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.

These reserves are structured to facilitate the prudent fiscal operation of the district.
They should remain at the designated levels unless there is substantial change in the
district's operational requirements. The reserves are frequently reviewed in relation to
board policies and GAAP requirements.
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Table 4 shows a comparison of fund balance as of the end of March 2007 and 2008.
The fund balance 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 is considered when developing both projections for the
current year and the budget for the upcoming year.

Table 4
Fund Balance Comparison by Year
March Percent March Percent Variance
Reserve Description 2007 of Total 2008 of Total higher/(lower)
Reserve for Encumbrances S 2,313,411 10.38% S 4,061,538 17.38% S 1,748,127
Reserve for Inventory 2,647,721 11.88% 4,463,515 19.10% 1,815,794
Reserve for Self-Insurance 1,500,000 6.73% 1,500,000 6.42% -
Reserve for Debt and Fiscal Mgmt 5,408,886 24.26% 3,025,033 12.95% (2,383,853)
Reserve for Carryover 5,193,453 23.29% 5,825,319 24.93% 631,866
Reserve for Curriculum & Instruction 7,000,000 31.40% 5,710,257 24.44% (1,289,743)
Reserve for Student Achievement 1,500,000 6.73% 1,801,994 7.711% 301,994
Unreserved, Designated for Other Items - 0.00% 3,200,000 13.70% 3,200,000
Unreserved, Designated for Contingencies 1,000,000 4.49% 1,000,000 4.28% -
Unreserved Fund Balance (4,268,368) (19.14%) (7,222,965) (30.91%) (2,954,597)
Total Fund Balance $ 22,295,103 100.00% S 23,364,691 100.00% § 1,069,588
ENROLLMENT

State funding for school districts is based on the annual average full-time equivalent
(FTE) students enrolled in the district. FTE is calculated based on the number of
classroom hours of instruction received.

The budgeted monthly FTE for the year was determined by using the annual budgeted
average FTE of 26,866 and applying monthly historical trends.

Table 5 shows monthly budgeted, projected enroliment counts and actual counts through
March 2008. The projected annual average FTE is currently 27,471; thisis 411 FTE
more than the budgeted average.
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Table 5
2007-08
K-12 Full Time Equivalent (FTE) Enrollment
Projected
Month Budget Annual Variance
Average
* Sep-07 26,719 27,045 326
*  Oct-07 27,229 27,560 331
*  Nov-07 27,225 27,491 266
*  Dec-07 27,096 27,471 375
“ Jan-08 26,983 27,354 371
*  Feb-08 26,909 27,227 318
*  Mar-08 26,708 27,182 474
Apr - 08 26,540 27,046 506
May - 08 26,387 26,904 517
Average 26,866 27,253 387
Home/Private School 0 0 0
Summer School 0 6 6
Running Start 194 212 18
Adjusted Average 27,060 27,471 411
Fresh Start (FYI) 170 154 (16)
* Actual data through March 2008

Every student enrolled is converted to a full-time equivalent (FTE) based on the number
of instructional hours. A full-time equivalent student for grades 4-12 is 900 hours (i.e., 5
hours per day x 180 days) and grades 1-3 is 720 hours (i.e., 4 hours per day x 180 days).
Kindergarten students are reported for half days only at 360 hours (i.e., 2 hours per day x

180 days).

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, those students who attend classes more hours per day will not generate more
than one FTE for funding purposes.
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Student enrollment is typically highest in October, but for funding purposes, monthly
enrollment is averaged for the year. The graph in Table 6 shows the budget and actual
monthly enrollment through March with projected enrollment through May and the
budgeted and projected average enroliment for the year. Although this graph only lists
September through May, the figures include projected annual average counts through
June 2008. This is done to include corrections to prior monthly reports and enrollment
that falls outside of the traditional school year (e.g., Running Start, Summer School, etc.)
in the annual average.

Table 6
2007-08 Monthly K-12 Enroliment
Budget and Projected Annual Average
Actual Data through March 2008
28,000
27,500
— "
27,000 ] ] = = i
26,500 = — — I—E =
26,000 = : = = R — l SEEH
Sep - 07 Oct - 07 Nov - 07 Dec - 07 Jan - 08 Feb - 08 Mar - 08 Apr - 08 May - 08
£=JBudget E=3Projected Annual Average —&— Budget Average ====Projected Average

Table 7 displays the variances between actual and projected annual average FTE by
individual grade level for 2006-07 and 2007-08, and the variance between projected and
budgeted average FTE for 2007-08.

The projected average for 2007-08 enrolliment varies from 2006-07 actual enrollment as
follows (Table 7, Column (D)):

Elementary schools (grades K-5) decreased by 6 FTE;
Middle schools (grades 6-8) decreased by 230 FTE;

High schools (grades 9-12) decreased by 228 FTE;
Home/Private remained the same;

Summer School decreased by 6 FTE;

Running Start (college level courses) increased by 9 FTE;
Fresh Start decreased by 16 FTE.
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The combined variances result in an average decreased 461 student FTE from the
previous year. Fresh Start numbers are included for information purposes only since
they are already included in the grade 12 counts.

Table 7
K-12 Average FTE Enrollment
Two Year Comparison
(A) (B) (C) ()] (E)
2006-07 | 2007-08 | 2007-08 | Variance | Variance
Actual Budget Average (C)-(A) (C)-(B)
Kindergarten 1,123 1,078 1,188 65 110
Grade 1 2,434 2,196 2,312 (122) 116
Grade 2 2,364 2,319 2,380 16 61
Grade 3 2,283 2257 2,375 92 118
Grade 4 2,192 2,173 2,275 83 102
Grade 5 2,289 2,107 2,150 (139) 43
Elementary 12,686 12,131 12,680 (6) 549
Grade 6 2,120 2,083 2,135 15 52
Grade 7 2,197 2,032 2,076 (121) 44
Grade 8 2,245 2,083 2,121 (124) 38
Middle School 6,562 6,198 6,332 (230) 134
Grade 9 2,774 2,931 2,808 34 (123)
Grade 10 2,368 2,328 2,227 (141) (101)
Grade 11 1,867 1,841 1,738 (129) (103)
Grade 12 1,459 1,437 1,468 9 31
High School 8,469 8,637 8,241 (228) (296)
Home/Private School 0 0 0 0 0
Summer School 12 0 6 (6) 6
Running Start 203 194 212 9 18
Grand Total 27,932 27,060 27,471 (461) 411
Fresh Start (FYI) 170 170 154 (16) (16)
* Actual data through March 2008
CONCLUSION

Fiscal operations and performance to budget are being closely monitored. The district
administration continually reviews legislation and operations to make improvements for
the benefit of the students, employees, and in stewardship of district assets.
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Regort WGR/001 Tacoma School District No. 10 Page:
Date...: 04/22/2008 Statement of Revenue - Budget and Actual Time 12:59
As OfF MARCH 31, 2008

Budget Status GENERAL FUND 2007-2008 Current Period Year to Date
Budget Revenues Revenues % Of Budget
80000 REV. FROM OTHER AGEN. & ASSOC.
81000 AGENCY & ASSOCIATION GRANTS 466,235 24,347 263,028 56
Sub Total ’ 466,235 | 24,347 263,028 56
90000 OTHER FINANCING SOURCES
93000 SALE OF EQUIPMENT 9,067
99000 OPERATING TRANSFERS 2,000,000
Sub Total 2,000,000 9,067

Total Revenues 301,355,855 22,948,708 166,332,754 55
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64 LIMITED ENGLISH PROFICIENCY,
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65 TRANSITIONAL BILINGUAL,
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I-728 5-12 CLASS SIZE
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DUCA 0
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68 INDIAN EDUCATION,
SUMMER SCHOOL
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FEDERAL

CHALLENGE PROG./HIGHLY CAPABLE

74 HIGHLY CAPABLE,

MATH & SCIENCE
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2007 2008
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Budget Status CAPITAL PROJECTS FUND
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Regort : WGL /130 Tacoma School District No. 10 Page: 1
Date...: 04{22/2003 Statement of Revenues, Expenditures, and Changes in Fund Balance Budget and Actual Time: 13:14:37
TRANSPORTATION VEHICLE FUND As OfF MARCH 31, 2008
Unexpended % of % of Budget
Budget Status TRANSPORTATION VEHICLE FUND Budget Actual Budget Budget YTD Prior YTD
890 UNRESERVED FUND BALANCE 1,600,000 1,839,416 239,416 115 102
Total Beginning Balance 1,600,000 1,839,416 239,416 115 102
2000 LOCAL NON-TAX 75,000 2,237 {72,?53) 33
4000 STATE, SPECIAL PURPOSE 300,000 468,348 68,348 156 106
9000 OTHER FINANCING SOURCES 2,700 2,700
Total Revenue 375,000 473,285 98,285 126 102
Total Resources Available 1,975,000 2,312,701 337,701 117 102
57 PURCHASES/REBUILDING BUSES 1,900,000 1,900,000
Total Expenditures 1,900,000 1,900,000
Total Uses of Resources 1,900,000 1,900,000
Ending Fund Balange 75,000 21312,291_ 2,287,701 ____3,084 1,722
890 UNRESERVED FUND BALANCE 75,000 2,312,701 2,237,701 3,084 1,722

Total Ending Fund Balance 75,000 2,312,701 2,237,701 3,084 1,722



Regort WGR /001 Tacoma School District No. 10 Page: a
Date...: 04/22/2008 Statement of Revenue - Budget and Actual Time: 12:59:11
As Of MARCH 31, 2008
Budget Status TRANSPORTATION VEHICLE FUND 2007-2008 Current Period Year to Date
Budget Revenues Revenues % 0T Budget
20000 LOCAL NON-TAX
23000 INVESTMENT EARNINGS 75,000 2,237 3
Sub Total 75,000 T 2.237 3
40000 STATE, SPECIAL PURPOSE
44990 TRANSP. REIMB. DEPRECIATION 300,000 468,348 156
Sub Total 300,000 468,348 156
90000 OTHER FINANCING SOURCES
93000 SALE OF EQUIPMENT 2,700
Sub Total 2,700

Total Revenues 375,000 473,285 126
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Regort : WGR/001 Tacoma School District No. 10 Page
Date...: 04/22/2008 Statement of Revenue - Budget and Actual Time: 12:59:
As Of MARCH 31, 2008

Budget Status DEBT SERVICE FUND 2007-2008 Current Period Year to Date
Budget Revenues Revenues % 0T Budget
10000 LOCAL TAXES
11000 LOCAL PROPERTY TAX 40,564,049 1,392,454 21,714,683 54
Sub Total 40,564,049 1,392,454 21,714,683 54
20000 LOCAL NON-TAX
23000 INVESTMENT EARNINGS 425,000 115,191 27
Sub Total 425,000 115,191 27
90000 OTHER FINANCING SOURCES
99000 OPERATING TRANSFERS 88,578 44,289 50
Sub Total 88,578 44,289 50

Total Revenues 41,077,627 1,392,454 21,874,163 53



