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During this 90-minute session you will be provided with background, some basic 
information about school finance, specific demographic information about Central 
Dauphin, and information about some challenges the district is facing with the 2019-2020 
budget.  At the conclusion of the presentation, the panel can answer any questions that 
you may have.

This presentation will be available on our website tomorrow morning.
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I would also like to say at the outset that this district is one of the top financially 
performing district’s in the Commonwealth.  My goal and the goal of my staff is to keep it 
that way.  A healthy and well performing school district is an asset to its community.
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Over the next several slides I’ll explain some basic budget information that is relevant to all 
public school districts.
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In order to do that, the board must adopt an annual budget no later than June 30th. This 
budget must strike the delicate balance between meeting the educational needs of the 
students and the availability of resources to do so.
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Furthermore, we commonly hear from two groups of constituents.  Those who advocate 
for program opportunities for students, and those who advocate for low taxes.
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Over the years, whenever I have made a presentation like this, I will invariably have 
someone come up to the microphone and say something to the effect of, “If I ran my 
business the way you people run this school district, I’d be bankrupt.”  

So, I think it’s only fair to take a minute or two to explain why school districts don’t run like 
businesses.

First of all, school districts are not revenue generating, they are revenue assessing 
organizations.  The only way to have more money come to the district is for the board to 
tell you that you’re going to give more.  We have taken steps to increase revenue outside of 
tax increases, and I’ll show a slide on that a little later.  But honestly, those opportunities 
are very limited.

Secondly, school districts are much more heavily regulated than businesses.  These 
regulations can be viewed as either good or bad, adequate or in need of amendment, but 
they are in place, and we follow them.  For example, the school code requires specific 
qualifications of those we hire, the number of hires needed to meet caseload guidelines, 
and in times of economic downturn, tells us who and if we are allowed to lay-off staff.

Further we are mandated how to buy supplies and equipment, and told how much to pay 
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outside contractors who repair our facilities.  We are obligated to invest district funds in 
prescribed ways, and given maximum limits on tax levies.  We are given the terms and 
conditions of our mandatory employer retirement contributions.  And even told what foods 
can be served in the cafeteria.  
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These groups of students are afforded additional services under the law which require 
budgetary resources. 
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Here is a slide from the 2018 State of Education Report which graphically shows student 
demographics by race and ethnicity.  This graphic shows the state split into 500 school 
districts and we’ve outlined Central Dauphin School District in RED.  As you can see CDSD is 
more diverse than most other districts in the state.   

18



Switching gears a little bit.  This slide shows the staff profile of the district.  We currently 
have a complement of 1,687 staff, making us one of the largest employers in the area.  Not 
all of these positions are full-time positions.  The full-time positions are shown in BLACK 
and part-time positions in BLUE.  85% of our full-time employees work directly in the 
classroom.  And, 67% of our budget is spent on salaries and benefits.
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According to the Pennsylvania Department of Labor and Industry, Central Dauphin School 
District is the 14th largest employer in Dauphin County.
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We’ll first being with a revenue overview. You’ll remember that we talked about school 
districts being revenue assessing agencies. While nearly all of that revenue comes from 
taxpayers, it makes it’s way to the district in a circuitous route via federal, state and local 
sources.
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What you’ll see here is another slide from the 2018 State of Education Report.  The left side 
of the slide shows the average federal, state and local sources of revenue for:
• All 500 school districts
• Then just rural districts
• Urban districts 
• And finally suburban districts (of which Central Dauphin is one)

The chart on the right shows the actual percentage split of Central Dauphin’s revenue.

So, as you can see the district gets a disproportionate amount of revenue from local 
sources.
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Here is a graphical depiction again of the 500 school district’s, only this time it shows how 
state funds are distributed.  When you pay your local school real estate taxes, all of that 
money comes directly to Central Dauphin.  However, when you pay state income tax, some 
of that money is ear-marked for education, but almost all of it is diverted to other school 
districts.  

We can see that the school districts marked in RED get more of their funding from the state 
and the districts in BLUE get less.  Central Dauphin is again outlined in RED.  You can see 
that the darker shade of blue is the indication of our 70% funding from local sources.

24



An interesting slide from a PSBA presentation a number of years ago illustrates this point.  
When discussing public education funding you will hear two arguments:
1. The state gives more money than ever to fund public schools, and the second argument 

is that 
2. It isn’t enough to keep pace with the actual cost.

Both arguments are correct.  This chart shows the state share of education funding as a 
percentage of actual instructional expense. 
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Diverging for a quick definition. Actual Instructional Expense is a calculation performed by
the Department of Education of what it costs to educate a student in Pennsylvania.
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The chart is not to scale, and is enlarged for illustrative purposes.   But what it shows is that 
in 1973 the Commonwealth funded 50% of what it costs to educate a student.  While more 
money is being allocated at the state level for education funding you can see that it hasn’t 
kept pace with what it actually costs to educate a student.

As the state fails to keep pace more of that burden is pushed to the local taxpayer.
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To finish out this revenue portion of the presentation, I would be remiss if I did not review 
the district’s tax millage rate history.  There has been quite a bit of misinformation about 
this topic. A law called Act 1 sets a maximum amount those taxes can be increased in any 
given year.  Even in years where taxes were increased (shown in BLACK), they were usually 
not increased to the maximum allowance (Shown in BLUE). CDSD has raised taxes 7 of the 
last 11 years; averaging 1.86% per year. If the School Board had raised taxes each year to 
the maximum allowable under Act 1, your real estate taxes would be 38% higher than they 
are today.

This data can be confirmed at the Commonwealth of PA, Department of Community and 
Economic Development (DCED) who is the repository of tax information.
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Since many times people don’t understand the term ‘millage’, I wanted to insert a slide that 
shows what that means.  In this calculation, I’ve computed the real estate tax bill for each 
school located (or partially located) in Dauphin County.  This is based on the ‘Median 
Assessed Value’ of a home as set by the Dauphin County Board of Assessment Appeals.  
Your house may be worth more or less, but this is the ‘average’ according to the folks at 
Dauphin County.

As you can see, Central Dauphin isn’t the lowest, but the second lowest compared to all 
other Dauphin County School Districts.  
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This is a breakdown of district expenditures.  For ease of discussion I can describe it this 
way.  
For each $100
• $63.00 is spent on direct instruction of students
• $  8.20 is spent paying on debt, which is money this district borrowed to build and 

renovate buildings
• $  8.40 is spent on administrative services which include principal services, human 

resources, information technology, accounting
• $  7.70 is spent operating and maintaining district facilities – including things like: 

repairs, maintenance, custodial services, lawn care, snow removal, utilities
• $  5.40 is spent on instructional support services, which includes: guidance, library, 

occupational therapy, physical therapy
• $  4.50 is spent on transportation
• $  1.20 is spent on student health –nursing, physician, and dental services
• $  1.60 is spent on other uses, such as athletics, and student activities
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Stacking those dollars to compare to other district’s we find that Central Dauphin spends 
on average $14,714 to educate a child.  

Compared to:
• The average school district which spends $16,425
• Rural schools which average $16,285
• Urban schools averaging $15,045
• And other suburban schools at $17,166

When we rank ourselves individually against all other PA schools we find that of 500 school 
district, only 89 spend less than we do.  So, as you can see we’re getting a lot of bang for 
the buck.

(Total expenditures divided by ADM)
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I’ve previously mentioned that 67% of our budget is spent on salaries and benefits, so I’d 
like to take a few minutes to show you what that looks like in dollars and cents.

Here we can see that our audited salary figures at 06/30/2018 show we spent around $77 
million in salaries.  You can also see that there was 1 year where we furloughed staff due to 
declining enrollment and another year during the great recession when each of the 
bargaining units and administrative staff agreed to a pay-freeze.  In recent years we have 
needed to add teaching staff due to increasing student enrollment.  

33



Even though student and subsequently staff numbers have been increasing, the 
Administration has been working diligently to modify our collective bargaining agreements 
to decrease health insurance costs.  Health insurance made up $21.6 million at fiscal year 
end 06/30/2018.  By trying to limit coverage for individuals with coverage available 
elsewhere, we have decreased the number of employees on the rolls since 2011.
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Similarly, plan design changes have allow Central Dauphin’s overall health insurance 
renewals to be far lower than national trend.  The chart on the right shows in BLUE what 
budgeted health insurance costs would have been without the modifications shown in 
ORANGE.

What this tells us is that cost cutting measures make our health insurance bill $7.7 million 
lower than it would otherwise be had we taken no action.
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I had mentioned earlier that there were some ways that the district could raise revenue 
without levying taxes.  Here’s one of them:  In 2009 and again in 2019 the district entered 
into financial transactions where fixed and variable rates are swapped in order to achieve 
additional interest earnings for the district.  Mr. Jay Wenger with Susquehanna Group 
Advisors is on our panel this evening in case anyone has questions or an interest in 
additional information on this topic.

From 2009-2015 the district earned $5 million in additional revenue used to offset tax 
increases and budgeted expenditures.
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In addition, here are some other actions taken between 2011 and 2018 by the school 
district to mitigate tax increases and reduce expenditures.

• Staff furloughs – otherwise known as lay-offs
• Pay freezes
• SWAPs
• Energy savings programs
• Use of funds to stabilize increases in the employer contribution of retirement plans
• And debt refinancing

As you can see this saved and/or generated over $45 million
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One area of challenge is student population growth.  We have had to add a number of 
staffing positions to accommodate general student population growth as well as growth in 
special education and English Learner populations.

In the last 8 years:
• The general student population has grown 10.8% or 1,165 students
• Special education is up 34.3% or 469 students, and
• Our English learners, who speak 79 different languages, are up 134.7% or 566 students
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Another area of challenge is district payments to charter schools.  I’m sure you’re familiar 
with the old personal finance adage, to always ‘pay yourself first.’  Well, in the world of 
school finance that doesn’t work.  In this case the Commonwealth of PA tells us that we 
need to pay the charter schools among other obligations before we spend money on our 
own students.

You can see in this slide that charter school expenditures, set by a formula found in the 
school code, have increased 164% in the last 8 years.  Now totaling $8.2 million to educate 
633 of students placed there.
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The last and largest area of budget challenge is the employer contribution to retirement 
plan, which is set and regulated by the Commonwealth.  
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Allow me to provide you with a brief, but concise, primer on retirement plans.  For those of 
you who work in private industry you’re familiar with something called a 401(k).  A 401(k) is 
an employer sponsored retirement plan called a define contribution plan, where you (the 
owner of the plan) make contributions to the plan and then your employer may or may not 
provide some type of matching funds up to a certain percentage, usually around 3% or so.  

Then when you retire, it’s up to you to make that amount of money work for you for the 
length of your retirement.
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Under a defined benefit plan, the employee contributes a fixed amount set by law.  The 
employer share, also determined by law, is billed to the school district quarterly as a 
percentage of gross wages of the employees.   

When the employee retires, the state calculates the average final salary TIMES a multiplier 
(set by law) TIMES the number of years of service and the payment (or benefit) is 
determined.  The retiree gets this amount paid to them no matter how well or poorly the 
state’s portfolio performs. When you retire, it’s up to the State to make that amount of 
money work for the length of your retirement.

This is both an expensive and antiquated system.
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Some would have you believe that the school district’s are to blame for the retirement 
problem.  I’m going to try to summarize it as succinctly as possible. Please allow me about 
another 2-3 minutes.
• You have to go back to the late 1990s. The economy was booming. The state was 

running a surplus, and the public employee pension funds were flush with cash.
• In the summer of 2001, state lawmakers voted to boost pension benefits, bumping up 

the pay-out rate and cutting in half the amount of time it took to become eligible for a 
pension.

• But, then, the bottom fell out.
• The dot com bubble burst and PSERS was heavily invested in both Enron and 

WorldCom
• Then the attacks of 9/11 came, 
• And the economy took a downturn,
• Surpluses were quickly drained.

• The State made their “required payments,” and levied the school district’s theirs. 
• In reality, based on actuarial need, the state continually hasn’t kicked in enough money 

to cover its growing debt, the single biggest reason for the dire straits the state currently 
faces

• Keep in mind that the district is unable to pay more than the State bills us; if we paid 
towards the arears they would return it to us as an overpayment
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• Through it all, workers made their required contributions, which is 7.5 percent of salary.
• By 2007, with Wall Street booming, things seemed to be looking up
• But the Great Recession of 2008 swiftly eroded the value of the state pension fund, 

leaving state lawmakers with a daunting bill they could no longer ignore.
• In 2010, Rendell and the legislature took a step to rectify the problem by passing Act 120, 

a bill which undid the generosity of 2001 pension boost for new hires, and pushed up the 
retirement age.

• By 2019, the state will need to spend $3.3 billion to meet its total pension obligation.
• These payments undercut the state’s ability to contribute additional funds to other state 

priorities without cutting other programs or raising taxes.
• To keep up with rising pension costs, school districts across the state have been making 

tough choices, either cutting programs or hiking property taxes.

https://whyy.org/articles/why-are-teachers-pension-plans-in-trouble/
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This is what CDSD’s retirement expense account looks like.

As you can see, I’ve listed the history of the retirement expense, the employer contribution 
rate (this is taken times gross wages), and the percentage increase of retirement expense 
over the prior year.  

Even if the district were to raise real estate taxes to the maximum allowed by law, that levy 
would still not be enough to cover the year over year increase in this mandatory expense.
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Central Dauphin School District is financially well-run as evidenced by outside 
organizations.  There are challenges that we and all Pennsylvania public school district’s 
face.  

This evening I have tried to explain:
• Some of the rules of public school finance
• Facts and figures about our district
• The challenges we face, and
• Some of the actions we’ve taken to mitigate those challenges

Today the budget gap stands at around $4 million.  We have until May 20th to compile a 
BALANCED preliminary final budget.  

At this time I will turn it back over to the Chairman.
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