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SLIDE 1 On April 6, 2020, I updated the board on changes to the District’s fiscal year end (FYE) 2021 
budget assumptions since Governor Wolf’s “Stay-at-Home” Order.  At that point, we found ourselves 
with a budget short-fall of approximately $12 million, due to extraordinary 8.2% growth in student 
population in the last 5 years; or 932 additional students. The plan to close that gap included a 
combination of expenditure reductions, continued use of stabilization funds, and finally by requesting 
the board approve a 3.1% real estate tax increase. 
 
Then on April 20, 2020 I detailed for the board a list of changes to budgeted revenues including the use 
of $3.5 million in stabilization (reserve) funds, a proposed debt restructuring plan, and a list of dramatic 
expenditure reductions to the budget after which the budget continued to show a short-fall of 
$2,580,319. I explained at that time, the dichotomy which exists for many of us who find ourselves on 
one hand as taxpayers not wanting to pay more taxes, but also as stewards of the district burdened with 
the responsibility to ensure the financial health of public organizations. 
 
I remain concerned that the sudden and dramatic increase in unemployment, coupled with a potentially 
protracted “stay-at-home” order, could have a devastating effect on the district’s finances.  These are 
extraordinary times that will call for temporary, extraordinary measures to balance the proposed 2021 
budget.  Keeping in mind that the 2022 budget could be an even bigger challenge. 
 
SLIDE 2 Tonight, I will briefly cover national, state and local economic conditions, provide details of 
Central Dauphin’s 2021 proposed budgeted revenues and expenditures, and conclude with some 
options to close the remaining budget gap.  I consider this budget iteration to be in nearly final form.  
The Administration has been through every line item multiple times; all the expenditure reductions that 
can be made, have been now made and are reflected in this budget.  It is now up to the board to decide 
how to close the gap that still exists. 
 
SLIDE 3 We’ll start tonight by quickly reviewing the Act 1 timeline.  At the December 16, 2019 meeting 
the board approved the Act 1 Resolution committing that it would not raise real estate taxes for the 
2020-2021 fiscal year by more than the allowable index of 3.1%.  This set in motion the left side of this 
chart.  As you can see, the board will need to adopt a balanced proposed final budget at the May 18, 
2020 board meeting.  That budget will be advertised and publicly displayed until the final budget vote on 
June 22, 2020.   
 
SLIDE 4 As I’ve mentioned in a previous meeting, CDSD receives over 20% of revenue from the collection 
of earned income and net profits tax.  Some historical data on unemployment levels shows that during 
the Great Recession, national unemployment levels as documented by Federal Reserve Economic Data 
were at 8.8%. 
 
SLIDE 5 In the intervening years, the American economy has added 22.4 million jobs. 
 
SLIDE 6 However, the Department of Labor and Statistics reports that in the last six weeks 30.3 million 
Americans have filed jobless claims.  It is being predicted that the national unemployment rate is 
approximately 15%, almost double that of the Great Recession.  High levels of unemployment are 
predicted to continue into 2021. 



 
SLIDE 7 Over the past 6 years, we’ve seen unemployment rates in Pennsylvania slightly lower than the 
national average.  We’ve also observed that the unemployment rate for Dauphin County is even lower 
than that.  This chart appears in the District’s Official Statement, and is reflective of data on the United 
States Department of Labor and Statistics.  https://www.bls.gov/eag/eag.pa.htm 
 
SLIDE 8 Here is that same data in graphical form.  The blue line represents the unemployment rate in 
Pennsylvania, and the orange line represents Dauphin County. 
 
SLIDE 9 The reason for this variance can be reflected in data from Keystone Collections, the district’s 
earned income tax collector.  As you can see, 19% of the district’s earned income tax collections come 
from employees in the government sector.  Another 13% from health care, and 4% from the insurance 
sector.  Jobs in these sectors tend to be more stable causing less unemployment in economic 
downturns.   
 
SLIDE 10 As a result, CDSD’s earned income tax collections have been extremely predictable for the last 
few years.  This chart shows how closely those collections trend each year.  This is a chart that shows 
cumulative collections over the last 4 years.  So, you can see that, as the economy has grown in the past 
4 years, each year the District collects a little more than the year before, but the point of the chart is to 
show that the cumulative cash flows are nearly identical year-over-year.   
 
SLIDE 11 Employers are required to withhold this tax from their employees’ wages and remit it either 
monthly (for large employers) or quarterly (for smaller employers).  This chart shows monthly EIT 
collections to the district.  You can again see that each year is nearly identical to the one before. 
 
Because of the unemployment levels and the heavy reliance the district places on earned income tax 
collections to fund its programs in lieu of increases to property taxes, shortfalls here will require us to 
take many millions of dollars from other sources in order to keep operations afloat until the economic 
downturn subsides. 
 
SLIDE 12 I’m sure by now many of you have seen the Pennsylvania Association of School Business 
Officials (PASBO.org) predictions on loss of local revenue.  These number have been quoted in the news, 
and PASBO’s website has an interactive map which allows the user to select their local school district 
and review those estimates.  We have been working with Keystone Collections and have also heard from 
a number of other Tax Collection Committees about the estimates they are developing for their districts.  
Current analyses shows anywhere from a 15% to 20% decrease in EIT collections.  The PASBO model, 
which is well-done and quite thorough, shows EIT reductions between 15% and 17.5%.  You can see on 
this slide the various local revenue assumptions made by PASBO. 
 
SLIDE 13 If we apply PASBO’s estimate percentage losses to our EIT numbers we can see the kinds of 
dramatic losses we could expect next year.  At 15%, EIT revenue is down $6.2 million, 17.5% means a 
$7.2 million loss, and with a worse case 20% EIT revenues are down $8.3 million.  These losses would 
have to be paid for from reserves.   
 
SLIDE 14 PASBO takes it one step further and applies estimates to all categories of local revenue, some 
of which we have already done.  When you visit their website you will see their overall prediction of 
CDSD’s local revenue loss at somewhere between $10.1 million and $12.1 million for next fiscal year 
alone. 



 
SLIDE 15 To this point, I have provided the board with information on national, state, and local 
economic conditions, along with more information on local revenues to supplement previous budget 
presentations, next I will briefly summarize proposed expenditures.  In the April 20, 2020 presentation I 
provided the board with a detailed list of expenditure reductions.  We have further reduced 
expenditures by an additional $166,000 in various athletic and general fund supply budgets and the 
removal of field trips from the transportation budget ($115,000).  Unless dramatic programmatic 
changes are implemented by the Board, we have made this budget as lean as it can possibly be made.    
 
SLIDE 16-19 Slides 16-19 show the 5-year model in its near-final form.  The model reflects no tax 
increase and the use of $3.5 million in reserve funds from the PSERS stabilization account. Even with 
that, there remains a presently unfunded gap of $2,413,475.   
 
SLIDE 20 As I see it, there are 5 ways to close the gap.  Some of those 5 ways are more viable than 
others.  They are: budgetary reserve, use of stabilization funds, use of fund balance, real estate tax 
increases, and possible labor union concessions. 
 
SLIDE 21 At the last meeting we discussed budgetary reserve.  At the April 20, 2020 board meeting the 
Administration estimated that in the current fiscal year there could be savings of $2.3 million based on 
expenses not incurred. After discussing EIT estimates and shortfalls with our collector, Keystone 
Collections, we believe that EIT will begin to trail in July and that negative result will continue for the 
foreseeable future and at least for the 2021 budget year.  EIT receipts received between July and the 
end of September are accrued into FYE 2020.  If revenues from earned income tax decrease in an 
amount that exceeds this $2.3 million during these three months, these funds would obviously not be 
available for use in a budgetary reserve. 
 
SLIDE 22 A second method to close the budget shortfall would be the use of stabilization funds.  Keep in 
mind that the model already contemplates the use of $4.4 million in the current fiscal year, and $3.5 
million in stabilization funds in FYE 2021.   

Here is a brief history of the stabilization funds.  CDSD’s has a self-funded health care plan. Data show 
that self-funded health care plans typically experience higher than normal claims 2 out of every 7 years.  
This fund was established to reserve funds in the 5 of 7 years in order that they would be available to 
cover any catastrophic claims in the other years.  As the district continued to experience good claims 
history, the board decided to designate those funds to offset the employer contribution rate to the 
retirement fund as the rate increased exponentially. There is currently $16.3 million available for use in 
this fund. 

This is not really surplus money because we have to fund these health care costs and the pension costs.  
This money is the taxpayers’ short term protection against unanticipated spikes in health care and 
pension costs.  The District’s ability to avoid the impact of those unanticipated swings keeps our 
operating costs and costs for borrowing low. 

As you can see in this slide, the use of these funds in FYE 2020 and FYE 2021 will leave only enough 
funds to cover the shortfall in earned income taxes, and the fund will be completely depleted by the end 
of next year.  Leaving us with no money in the stabilization account and a mere 6% in our unreserved 
fund balance.  Therefore the board should not expect to use more than the $3.5 million already allotted.   



 
SLIDE 23 The use of fund balance is a last resort, as it means the budget is structurally unbalanced, and it 
leaves us vulnerable to potential liquidity problems in the future.  Government regulators, rating 
agencies, bankers and investors look to the district’s fund balance as a gauge of financial strength or 
weakness.  Please remember the District spends around $850,000 a day, $4.25 million a week and $17 
million a month to provide educational services for 12,200 student.  While this is a lot of money, our 
$12.7 million or 6.3% unreserved fund balance, which is nearly the maximum amount allowed by law, 
gives the district a cushion of only 16 days of operating expenses.  With depletion of the stabilization 
account and a fund balance of only 6%, the district has virtually no margin should the outcome become 
even more calamitous or some other unexpected expense occur.   
 
 
SLIDE 24   I cannot emphasize enough the precarious financial position that the school district finds itself 
in the next 12 to 18 months.  One of the drawbacks of Act 1, is it is designed to raise taxes every year 
and penalizes boards who decline to do so.  Prior to Act 1, if the board declined on a tax increase in a 
given year, the ability existed to raise by an appropriate amount in a future year.  As it stands now, if you 
forgo the tax increase then that money, as well as its compounding effect, will never be recovered. Since 
the board has only raised taxes 7 of the last 12 years, and given the nature of the Act 1 statutory 
requirements, I do not believe it is out of line to consider a real estate tax increase in this year.   

I would like to give a few examples of what those numbers would look like in the context of this budget.  
The original request for this budget would have been a 3.1% increase.  The average home assessed at 
$150,000 would see an annual increase of $77 or $6.42 per month.  With a 1.95% tax increase, the 
average home assessed at $150,000 will see an annual increase of $48 or $4.04 a month increase in 
their tax bill. With a 1.75% tax increase, the average home assessed at $150,000 will see an annual 
increase of $43 or $3.62 a month. This seems a small price to pay toward securing the financial future of 
your public school district.   

Furthermore, the 5-year model includes a debt restructuring.  The rating agency will see that the board 
is spending reserves and not raising taxes as appropriate.  This would most certainly negatively affect 
the district’s bond rating. 

 
SLIDE 25 On September 25, 2017, the board, with a unanimous vote of all members present, ratified a 
collective bargaining agreement with the CDEA. That agreement remains in effect until June 30, 2021. As 
a result of that agreement the board is contractually obligated to fund the teacher’s compensation 
package as detailed in the agreement. 

The teachers have recognized the devastating circumstances causing this year‘s budget shortfall and 
have offered to take to its members a concession in the amount of $550,000. They didn’t have to do 
this, but they did. And we are grateful for that. In order for this offer to remain valid, the teachers have 
asked the board to, in turn, levy a minimal tax increase to ensure funding for the future financial stability 
of the district.   

 
SLIDE 26 Over the past few weeks various board members have discussed what has been referred to as 
a hybrid option to close the budget gap. This hybrid model includes a three prong approach: use of 



reserve funds, a concessions from the bargaining units, and a tax increase less than the allowable Act 1 
index. 
 
This approach produces a variety of options.  Here are two of them.  

Option one would incorporate $3.5 million in reserves, along with $550,000 in savings from the 
teachers’ tuition proposal, and a 1.95% tax increase to close the remaining gap. 

Option two would incorporate $3.5 million in reserves, along with $550,000 in savings from the 
teachers’ tuition proposal, a 1.75% tax increase to close the remaining gap, and the use of $200,000 in 
fund balance. 

 
 
SLIDE 26 In conclusion, the budget that I presented to you tonight is in its final form with the exception 
of a $2.4 million gap which remains and needs to be closed prior to the board meeting on May 18, 2020.  
I have presented a mountain of information in the past 3 meetings.  There are still uncertainties.  But, 
we have taken a data-driven approach, and now it is up to the board to debate and discuss the issue.  I 
do not expect to make another budget presentation on May 18, 2020 but based on tonight’s discussion, 
I will simply present the administrative recommendation for the approval of the preliminary final budget 
for a vote at the next meeting. 
 
 
 
 
 


