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SLIDE 1 On April 6, 2020, I updated the board on changes to 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 unprecedented growth in student population.  
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. 
 
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.   
 
SLIDE 2 Tonight I will briefly cover state and national economic conditions, provide details of Central 
Dauphin’s 2021 proposed budgeted revenues and expenditures, and conclude with ideas to close the 
remaining budget gap. 
 

STATE AND NATIONAL ECONOMIC OVERVIEW 
 

Tonight, I want to speak very briefly about four areas of the state and national economy which will have 
a domino-effect on the local economy: Unemployment and related income taxes, GDP, volatility, and 
stock market performance. SLIDE 3  
 
Unemployment and PA Personal Income Tax.  Last Thursday the U.S. Department of Labor and Statistics 
reported national unemployment claims filed in the last 4 weeks had exceeded 22 million.  In PA, that 
number was 1.48 million4.  SLIDE 4 
 
The IHS Markit 3 state forecast released March 28, 2020 projects a Pennsylvania unemployment rate of 
8.7% through calendar year 2020, 7.8% through calendar year 2021, and reverting to 4.9% in 2022. 
According to the Pennsylvania Independent Fiscal Office (IFO), the 8.7% unemployment rate, SLIDE 5 
“represents the average job loss over the entire year and excludes self-employed and independent 
contractors. The actual employment contraction in 2020 Q2 will be considerably higher.” 2 
 
The report sites most job loss occurs in the retail trade, accommodation-food service, and 
administrative support sectors2. Depending on how long social distancing protocols remain in effect, 
there could be considerable employment losses in temporary and seasonal workers.  Hershey Park, for 
example, has pushed back opening until early June6.    
 
When attempting to extrapolate losses to earned income tax (EIT) collections, the statistics which are 
most reliable and comparable to CDSD come from the Commonwealth of PA with some notable 
distinction.  Pennsylvania taxes residents’ personal income and CDSD taxes earned income and net 
profits.  Personal income tax includes earned income and net profits, but also includes other categories 
such as interest, dividends, capital gains, gain/loss on sale of assets, rental income, and estate/trust 
income.  
 
SLIDE 6 The IFO report develops estimates based on two scenarios. Scenario number one assumes a 6-
week closure ending on April 27. Scenario number two assumes a 10-week closure ending on May 25. In 
short, the IFO believes that wages and salaries will be down between 1% and 1.7% and net profits will 
be down between 10 to 15%. 2 
 



A further synthesis of the data shows that by dividing the 8.7% unemployment rate referred to in the 
IHS Markit forecast3, and applying that rate for 10-weeks, it equates to the 1.7% reduction projected by 
the IFO.  A 1.7% reduction in annual wages seems overly optimistic in my opinion. 
 
Simply removing 1.7% of the district’s EIT collections cannot constitute the complete analysis.  We 
cannot forecast the level of wage earner who is now collecting unemployment.  In other words, we 
cannot evenly divide $41 million of annual EIT collections over 52-weeks and then apply an 8.7% 
unemployment rate for 10 weeks.  That methodology assumes that all taxpayers earn the same amount 
of money, evenly over the year.  This does not account for high wage earners, business closures, 
decrease in net profits, or year-end bonuses, and the like.  We need better data from our EIT collector to 
make more financially sound estimates.  We are working on gathering that data now. 
 
SLIDE 7 Real GDP.  GDP stands for Gross Domestic Product, and in its simplest terms, is the measure of 
the change in market values of all goods and services produced in the United States during the year. 
Changes in GDP are indicators of a robust economy or one that has slid into inflation or recession.  A 
model released by Wells Fargo Securities shows various analysts’ predictions the pandemic is having on 
GDP. This negative GDP continues through fiscal year 2022 budget. 
 
SLIDE 8 Volatility.   Volatility indices are a way to mathematically reflect the market’s uncertainty with 
particular outcomes.  There are a number of ways to measure volatility; here are two.  Statisticians 
measure market volatility quantitatively with an indicator called the VIX1; the higher the VIX the more 
uncertain the financial markets are.  Statisticians can measure volatility qualitatively in something like 
SLIDE 9 the Economic Policy Uncertainty Index1.  This index reflects the frequency of newspaper articles 
with one or more terms about “economics,” “policy” and “uncertainty” in roughly 2,000 U.S. 
newspapers. This index started in 1985, and currently has the highest level of uncertainty on record.  By 
combining these two measures of volatility and applying them to GDP predictions, the BBT model shows 
that 60% of the market’s fluctuations are based on uncertainty alone1.   
 
SLIDE 10 This information provides the foundation in understanding the high level of uncertainty the 
Board grapples with when approving the 2021 budget.  It is very possible that revenue predictions will 
be wrong, a needed expenditure will be cut, or an unneeded expenditure will be left intact.  The 2021 
budget will need to be continuously reviewed and revised as this pandemic unfolds, allowing the board 
and administration to reexamine forecasts, estimates, and potential reinstatement of items previously 
cut. 
 
Stock Market Performance.  This analysis will not dive into stock market performance, except to explain 
that the Public School Employees’ Retirement System (PSERS) invests in various sectors of the market: 
stocks, bonds, mutual funds, real estate, etc.  The plan is governed by a Board of Trustees who make 
investment and policy decisions over which CDSD has no input, yet by which the district must abide. 
These and a number of other factors not listed could materially affect the unfunded pension liability 
enumerated in the district’s financial statements. The FYE 2021 employer contribution rate is 34.51% of 
gross wages.  Poor performance in the market will move the employer contribution of $29 million, or 
13.8% of budgeted expenditures, higher, and unless corrected quickly, will negatively affect future 
budgets.  This is shown on line 0230-expenditure of the 5-year model.  
  
The district encourages interested individuals to review the Commonwealth of Pennsylvania, PSERS 
comprehensive financial report for additional detail. The report can be accessed on the PSERS website at 
http://www.psers.state.pa.us/publications/general/cafr.htm. 
 

CDSD’s FYE 2021 PROPOSED REVENUES 
 



SLIDE 11 Real Estate Taxes. Real estate taxes made up 46.2% of audited revenues for FYE 2019.  As it 
stands right now, with no real estate tax increase, revenues in this category are projected at 
$92,235,125.  This reflects natural growth of $235,128 or 0.25%.  There is a high probability that the 
economic downturn will spark a new round of real estate tax appeals which could exceed the amount 
quantified in this budget.   
 
The district annually budgets amounts to be received in real estate tax collections (current year; line 
6111-revenue), interim real estate taxes (amounts due on new-build construction coming on-line 
between July 1 and June 30 of the fiscal year; line 6112-revenue), and delinquent real estate taxes (line 
6400-revenue).  Overall real estate taxes are approximately 98% collectible.  There will be interplay 
among these 3 accounts.  First, interim billings on new collections will most certainly be down.  Since 
this budget amount is only 0.4% of real estate tax collections, any downturn would not have a material 
effect on the budget.  Second, it is possible that real estate tax collections will be slower, less taxpayers 
paying in the discount period, or lower, meaning more people would be delinquent.  In which case, at a 
98% collection rate, funds would shift from the real estate tax revenue line to the delinquent real estate 
line.   
 
Earned Income Taxes.  As stated previously, we continue to struggle arriving at an estimate for the 
reduction of earned income and net profits taxes (line 6131-revenue). We will have made information 
requests to Keystone Collections.  In light of the delayed filing deadline, we need to know the amount of 
revenue that will be shifted to the next fiscal year, and the amount of revenue which will ultimately be 
lost.  Changes in accounting accrual assumptions may change the amounts appearing on the district FYE 
2020 financial statements. 
  
Transfer taxes.  Real estate transfer taxes (line 6153-revenue) have seen a resurgence in the past 12 
months.  There has not been any information analyzing whether or not the real estate market will 
permanently slow as a result of COVID-19. 
 
Interest earnings.  Interest earnings (line 6500-revenue) made up 0.5% of audited revenues in FYE 2019.  
The primary objectives of investment activities, in priority order, is: legality, safety, liquidity, and yield.  
The Federal Reserve lowered interest rates on March 3rd from 1.75% to 1.25% in response to the 
worldwide COVID-19 pandemic.  The Fed lowered rates again on March 15th from 1.25% to 0.25%.  This 
will have an adverse effect on the FYE 2021 budget in lowering interest earnings by approximately 
$742,000.  
 
SLIDE 12 State Subsidy Revenue.  We have budgeted an increase in state funding based on Governor 
Wolf’s initial education budget proposal. Those amounts are found in Basic Instructional Subsidy (line 
7110-revenue) and Special Education Subsidy (line 7271-revenue) in the amounts of $378,000 and 
$118,000 respectively.  It is entirely possible that this amount will be reduced.  We have not decreased 
our projections at this point.   
 
Transportation Subsidy.   As a result of the decrease in FYE 2020 transportation expenditures we will 
see a corresponding decrease in transportation subsidy in 2021. We have not budgeted for this, as we 
have not determined the amount of the decrease. However, this would be a one-time temporary 
decrease that could be offset with fund balance.  This is shown on lines 7311 and 7312-revenue on the 
5-year model.  A word of caution: A number of years ago the PA General Assembly seriously debated 
removing this funding source.  It is entirely possible these talks will resurface as the state wrestles with 
its own budget shortfall.  If this were to happen, it would serve as a $3.2 million decrease to CDSD’s 
revenues. 
 
 



Gaming Revenue.  The district receives about $2.6 million in gaming revenue annually.  Shown on line 
7340-revenue.  This money is used to provide homestead/farmstead exclusions to qualifying home 
owners.  If the state adjusted gaming revenues downward, it would not have any effect on the school 
district budget, but would have an adverse effect on taxpayers by lowering the amount of 
homestead/farmstead exclusion on their real estate tax bill. 
 
Bond Refinancing.  I have spoken to Jay Wenger with Susquehanna Group Advisers about the possibility 
of debt restructuring covering fiscal year end 2021 and 2022. This debt restructuring will carve out the 
next two years of principle payments. The board will need to entertain this transaction prior to the end 
of October in order for it to have an effect on the 2021 budget. That transaction should be dovetailed 
with a discussion on the alterations and repair of the transportation center.  These entries are reflected 
in the 5-year model on lines 9120-revenue and line 0990-expenditure. 
 
PSERS Stabilization Funds.  I have included an amount in the budget from the PSERS stabilization 
account. This amount is typical of what we have included for the past number of years and is reflected 
on line 9360-revenue. 
 
 
 

CDSD’s FYE 2021 PROPOSED EXPENDITURES 
 
SLIDE 13 On the expenditure side of the budget, we have asked each principal and director to review 
their budget for items that can be postponed for a year. 
 
Salaries.  Salaries made up 67.3% of audited expenditures in FYE 2019.  Salaries make up $84 million of 
the FYE 2021 budget.  I have attached to slide which shows the breakout of those salaries by category. 
Teacher salaries comprise 76.2% of budgeted salaries, with administration at 8.4%, para-professionals at 
5.4%, custodial and maintenance at 5.1%, secretarial salaries at 3.1%, extra-curricular at 1.2%, technical 
salaries at 0.3%, and salaries for student workers as well as miscellaneous staff at 0.2%.  Salaries are 
reflected in lines 0100 through 0197-expenditures on the 5-year model. 
 
SLIDE 14 Unemployment Compensation.  Unlike private businesses, school districts do not have a 
payroll deduction or an employer contribution to the state unemployment compensation fund.  The 
district spends between $15,000 and $50,000 annually, which is the cost for employees who do file 
claims. This budget line (0250-expenditure) remains flat for fiscal year 2021.  If for some reason school 
closures continue into next school year, the board may need to consider furloughs of some job 
categories. This would significantly increase payment for unemployment compensation while at the 
same time decreasing salary expense. 
 
Transportation.  I wanted to clarify some figures from the last budget presentation.  (Lines 0513 and 
0516-expenditures).  Transportation costs will be increasing in FYE 2021 budget by 12% not 21%.  Of the 
increase is of $1,072,091, approximately $300,000 is attributable to the CAIU to provide transportation 
for medically fragile special needs population.  The remainder of that increase, about 8.7% will be to our 
other transportation vendors. To reiterate, we will not allow any field trips in FYE 2021.  The only trips 
that will be allowed will be for athletics (if reinstated) and marching band (for football games and 
competitions only).  Other than that there will be a one-year hiatus on all trips.   
 
SLIDE 15 Operating Expenses.  Operation expenses made up 67.3% of audited expenditures in FYE 2019.  
When we discuss operational budget cuts, we must remember that many supplies have been purchased 
for the remainder of the current school year.  Those supplies will remain unused.  For example, music 
for spring concerts will go unperformed.  Spring sports athletic supplies and equipment were ordered 
but not used.  Science experiment and art supplies, unused.  New library books, unread.  These and 



many other unused supplies will be available for use next year.  As such, we will be instituting a number 
of budget cuts and postponements for next year.   

• The following budgets will be reduced from their originally requested amounts: 
o Department chair salaries – Line 0126-expenditure. Five department chair positions will 

be eliminated next year at a savings of $10,000. 
o Professional salaries, other – Line 0130-expenditure. The following cuts were made to 

this account: 
§ $5,000 cut to supplemental pay for P-3 events. This is a complete elimination of 

this line item. 
§ $5,000 cut from elementary tutoring. There remains $30,000 available in this 

line.  
§ $2,500 cut in secondary curriculum writing. This is a complete elimination of this 

line.  
§ $15,000 cut from payroll for summer academy, part-time employees for in-

service, and technology integrators. There remains $20,000 in this line item. 
o Healthcare - Line 0270-expenditure. This budget was reduced by $919,812 to reflect a 

1.5% renewal rate with an additional $200,000 reduction for SwiftMD savings. Over the 
last few years, we have significantly reduced this cost by seeking language changes 
which have required a greater participation by employees.  These changes have allowed 
us to remove hundreds of individuals who are eligible for coverage elsewhere. Our 
renewal rate percentage, which is historically low, reflects this. 

o Facilities Contracted Services – Line 0330-expenditure. $100,000 was removed from this 
line, leaving a remaining balance of $100,000.  

o Repairs – Line 0430-expenditures. $14,825 was removed for musical instrument repairs 
and service contracts. This is a 52% reduction which reflects a portion of the year’s 
repairs that did not need to be made. 

o Technical services – Line 0341-expenditure. $95,000 was cut from this line to remove 
contracted services which will be paid for in line 0110-expenditure. 

o Telecommunications/cell phones –Line 0532-expenditure. Mr. Udit proposed reducing 
the number of cell phones under the districts account. No reduction has been made in 
the budget at this point. There may be early termination fees and this may not be 
possible. However, we will investigate this further. 

o Charter school tuition - Line 0562-expenditure. This budget was reduced by $1.5 million 
which was the 15% increase in projected enrollment that was previously included. The 
new budget assumes zero enrollment growth. 

o Dauphin County Technical School - Line 0564-expenditure. This budget was reduced to 
reflect the amount submitted by DCTS. This budget was also reduced by $250,000 to 
reflect the amount of the annual surplus that we normally receive.  Last year that 
amount was around $290,000. 

o Travel expense – Line 0580-expenditure. $1,000 has been cut to decrease monies 
available for the curriculum department’s travel expense.  There will be further 
reductions from other department’s travel expense lines. 

o Professional development – Line 0586-expenditure. $3,500 has been removed for 
curriculum department professional meetings. There will be further reductions from 
other department’s professional development expense lines. 

o Curriculum department supplies – Line 0610-expenditure.  The following cuts have been 
made to this line: 

§ $15,000 has been cut from the P-3 supply and science resources account.  
§ $8,100 has been cut from middle school tickets supplies, supplies for new 

geology course, and supplies for new STEM course. 



o Music department supplies – Line 0610-expenditure. Music department supplies have 
been reduced by 57%. Some of the supplies remained on hand and in inventory. This 
savings amounts to $32,610. 

o Maintenance supplies - Line 0616-expenditure.  This account has been reduced by 
$20,000 to reflect stock that was ordered and received in spring of 2020 that remains 
unused. 

o Custodial supplies - Line 0617-expenditure.  This account has been reduced by $10,000 
to reflect stock that was ordered and received in spring of 2020 that remains unused. 

o Food – Line 0630-expenditures. $14,025 was removed from this account leaving a 
remaining balance of $5,000. 

o Textbooks – Line 0640-expenditure. The following items have been adjusted: 
§ $65,000 has been cut for additional textbooks that will either be ordered this 

year, or a board request for replacement will be delayed by one year. 
§ $5,000 for new classroom material.  
§ $210,500 for two-year payment plan of elementary math books.  This may be 

paid for with reserve funds from the current year.  
§ $450 has been cut for books and periodicals. 
§ $16,178 has been cut from the curriculum’s data and instruction budget across 

various buildings.   
o Dues and fees – Line 0810-expenditure. $1,000 has been cut from the curriculum budget 

to pay dues and fees to professional organizations.  Other reductions to dues and fees 
account from other departments will be made. 

• The following budgets will be postponed 
o Salaries – Line 0100-0197-expenditure. Numerous requests were made for additional 

positions. In fact, every building Dr. Miller visited over the course of this year requested 
additional staffing. Those positions will not be filled in FYE 2021. As previously 
mentioned, we did not include funding for the life safety and security supervisor and the 
HR manager position. IT support technicians were budgeted at 3 of 4, but we need to 
find funds for the additional position as the demands on our IT department continue to 
increase.  Moreover, we will need to fill existing vacant teaching positions; growth 
positions will be evaluated moving forward. 

o HVAC position – Line 0180-expenditure. There is one vacant HVAC position in the 
budget which will not be filled next year. This represents a savings of approximately 
$45,000 plus related benefits. 

o Digital cohort – Line 0329-expenditure. $50,000, which is the entire line item, has been 
cut from the budget. Currently all teachers are delivering instruction digitally.  

o Library books – Lines 0610 and 0640-expenditure. Purchases of new library books will be 
postponed for one year. 

o Summer and mid-year construction projects – Line 0450-expenditure. This account was 
reduced by $500,000, thus postponing any projects for one year. 

o Equipment purchases, new and replacement – Line 0750 and 0760-expenditure. 
$975,714 was removed to postpone all equipment purchases for one year. 

• Other areas of the budget which have been cut based on bid prices and market changes 
o EIT commissions - Line 0310-expenditure. EIT commissions are calculated at 1.38% of EIT 

collections as reflected on line 6131-revenue of the model. This amount will be further 
reduced as collections are adjusted moving forward. 

o Lawn care – Line 0414-expenditure. Prior to this iteration, this budget was already 
reduced by $100,000 to reflect the savings from the RFP awarded at the last board 
meeting. 

o Pest control – Line 0460-expenditure. This account was reduced by $4,000, putting pest 
control at the bare minimum for next year. 



o Fuel – Line 0626 and 0627-expenditure. Prior to this iteration this budget was already 
reduced by $150,000 to reflect drop in oil prices. 

 
These cuts total $4,735,364. 
 

USE OF BUDGETARY RESERVE AND FUND BALANCE 
 
SLIDE 16 The district is required by law to bring in a balanced budget no later than June 30th of each 
year.  There is no indication that this requirement and timeline will be modified.  Therefore, whatever 
budget gap amount we are unable to fill will need to be filled with the use of fund balance.  Use of fund 
balance is a last resort, as it means the budget is structurally unbalanced, and use of reserves leaves us 
vulnerable to potential liquidity problems in the future.   
 
In the current fiscal year there will be savings of $2.3 million based on expenses not incurred. The 
administration recommends moving this savings into a budgetary reserve account to offset next year’s 
expenditures with one caveat. If revenues from earned income tax decrease in an amount that exceeds 
this $2.3 million it would obviously not be available for use in a budgetary reserve. 
 
Earned income tax reductions aside, the following budget categories will change as a result of the 
closure: 
 

• Spring season athletics. Reduction in coaching salaries, athletic trainers, officials, game workers, 
trainer and supplies, and drug testing yield approximately $470,000 in savings. 

• Student transportation. A reduction in payment to contractors and fuel costs will save the 
district approximately $1.1 million. We are trying to determine the amount of any automobile 
insurance refund due to the district. 

• Buildings and grounds.  This year the district saved approximately $665,000 in the following 
categories:  

o $420,000 in snow removal.  
o A reduction in utilities of approximately $135,000.  
o Other reductions include athletic field preparation, cleaning and maintenance supplies, 

waste disposal costs, and uniform cleaning. This will yield an additional $111,000 in 
savings.  

• Safety and security.  Approximately $36,000 in savings will come from reduction of after 
school/event security and armed guard services at Middle Paxton Elementary School. 

• Special education. Approximately $285,000 will be reduced from the special education budget 
for some contracted services, including vocational training, nursing services, and occupational 
and physical therapy. 

• Instruction.  Approximately $350,000 will be saved with cancellation of professional 
conferences and training, reduced mileage reimbursement and substitute teacher services. 

• Copy shop. We are estimating approximately $20,000 reduced in paper and toner costs. 
 
The savings of $2,947,389 will be offset by the purchase of additional Chromebooks and other items 
related to the closure bringing the net projected estimated savings to $2,353,330. 
 

CONCLUSION 
 

The final analysis shows that with the reduction of revenue lines as discussed above (not including 
earned income tax or transportation subsidy) and the austere budget cuts operating expenses, the 
budget remains unbalanced.  
 



Please remember that we have budgeted on a five year cycle; and while we have built our best 
estimates into the budget model, no model could ever have predicted the impact of a worldwide 
pandemic.  As a result, our budget gap exists through no fault of the Board, the public or anyone else.  
But it must be dealt with. 
 
If we close this gap with the use of fund balance, and further close the shortfall in transportation subsidy 
and earned income tax with more of the fund balance, we leave ourselves in a vulnerable financial 
position going forward. In essence, the more we pay from our fund balance now, the deeper the hole in 
future budget years. 
 
While it is the Board’s prerogative, this shows to me that consideration of a real estate tax increase is 
necessary for the physical health of the district. I certainly understand that a real estate tax increase is 
not good for the community during this extreme time of economic uncertainty. However, I would not be 
doing my job as a chief financial officer for this district if I did not report to the board requirements for 
the fiscal health of the organization.  
 
SLIDE 17 That is the conclusion of my comments.  I now turn the agenda back to Mr. Gonder. 
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