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KENTUCKY DEPARTMENT OF EDUCATION

ADVISORY GROUP MEETING SUMMARY

	ADVISORY GROUP: Commissioner’s Local School Board Members Advisory Council
LIAISON: Dr. Tommy Floyd

	MEETING DATE: July 16, 2014
NOTE-TAKER/CONTACT: Dotty Raley


	ADVISORY GROUP MEMBERS PRESENT:
· Gretchen Coe
· Larry Dodson
· Donna Drury
· Greg Hunsaker
· Debbie Wesslund
· Donna Wilson


	Agenda Item: Dr. Floyd welcomed all and reviewed the agenda. 

	

	Agenda Item: Kentucky District Financial Report Card
Discussion/Action: KDE plans to add a new District Financial Report Card to the District Report Cards received in the fall of each year.
Hiren Desai – This will be the first year for the financial report card tab. The idea for a district financial report card came from boards and superintendents.  Several superintendents over the last year have asked the department for information about financial indicators, things that would show that there may be stresses in the district which may need adjustment.  They requested something that could be assessable to board members, superintendents and the public directly.
Kay Kennedy asked that everyone keep in mind that all data that you will see on the school report card is data that is already on the KDE Website.  The financial report card tab consolidates that data into one location that hopefully will make it easier to see and utilize in your school district.

Paige Patterson Grant – There are three key reasons KDE is implementing the financial report card.  First, it displays financial indicator information all in one place which provides transparency within the financial information to all of our stakeholders.  Secondly, it identifies areas where improvement of processes and the policies are in place that can affect better fiscal management. When improvements are seen, we are hopeful that other districts can benefit by those best practices when shared out.  Finally, it places a high emphasis within the district on the data.  We want districts to focus not only on the quality of the data but also on the use of the results, therefore, providing better effective leadership.  We plan to use only audited data for the revenues and expenditures.  

We also wanted to highlight on the summary tab in which we have identified six data elements and whether districts meet or don’t meet certain criteria. This doesn’t necessarily mean this is a major problem but it is an area of concern that we would like for the districts to focus on.  The first three will be looking at the trend from the past three years to see if your attendance has been going down or if you fund balance has been decreasing over the last couple of years.  The last three are the fund balance percentages and if you have adopted and maximizing the four percent or if you have a higher than the state’s average on the percent of your salaries and benefits to your total costs.  
Hiren Desai – All of these indicators determine how much revenue a district is going to get in terms of the attendance membership.  The fund balance determines how much revenue you carry year to year, so it effects how much you can spend.  The fund balance percentage is just a reflection of the percentage because you have a mandated two percent.  The state board chair and vice chair make a point of emphasis at every board meeting that we should encourage districts to look at the data and determine whether or not they need to levy the four percent adopted rate because it impacts revenue for the district not only for the short term but for the long term as well. Lastly, you see the percentage focused on fixed costs, like salaries and benefits.
We are not telling districts in any fashion that you have to levy four percent.  We are just providing the data so districts can look at options in order to balance revenue/expenditures. Just another tool in your tool chest in terms of doing financial planning.  Better information up front could help you better plan and predict a little bit better and you may not have to increase four percent every year but adjust your ratio.

Paige – The finance officers will complete their review of the data by early September and we anticipate the full roll out of the school report card, including the finance report card portion, in late September.  Revenues and expenditures will be included next March for this particular school year.  The financial information is only relative from a district’s perspective. It is not really relevant within the schools.

Paige shared an overview of the finance report card. 

· Four percent for some districts is a drop in the bucket and don’t see where that is going to help some districts.  It is also spreading the gap a little wider on what districts are getting outside of SEEK funding, etc.  At some point in time that level will be so high that you can’t sustain it.  Where does it stop?
· Will there be compensation in the report card for unfunded mandates that affect your financial reports that you are not counting on?
· This will help the community to better understand the 4 percent.

· Hearing and seeing this information from someone else besides the board will go a long way.

· Positive tool for boards and needs to be advertised in that way.
· Very helpful tool to educate public on all aspects of school finance.

· Where do teachers, who are not in one classroom, i.e. resource teachers that are in the schools, fit? Are they under teachers or certified staff? 
Kay - District coding will determine the classification.  
· Color coding (highlighting) is a little concern as it seems we are only highlighting the bad.  Can we highlight the good with another color such as green? Newspapers will only pick up on the highlights and won’t pay attention to anything else.

· Could orange highlights start at one or two percent above state average or whatever you think is significant?

Hiren – We will look and see if there are any areas that are clear enough to highlight the positives.

· If we don’t get the data until March 2015, we will have already worked a whole year at this process.  Can we get this any sooner?

Kay – As a district, you will have the fund balance, the revenues and expenditures by November 15.  Then it comes to KDE and we have to match your audit report with your actual fund balance that comes out of MUNIS and that takes a couple of months.  There is no reason why you couldn’t plug those numbers in at your level and in that December-January timeframe when you are working on your next year’s budget.

Hiren – We will emphasize in the finance officer trainings that this information needs to be shared with the board in November and not wait until Mar

We are trying to tie several things together this school year and we are hoping they will improve as we roll them out.  There are other supports tied to this.  A Best Practices Website has been rolled out where districts can submit best practices that other districts can review.  We are also working with the Kentucky Association of School Administrators (KASA) in rolling out a productivity initiative.  KASA is working with districts and giving small grant opportunities to districts who are interested in improving a certain process operationally.  A district would apply to KASA to get grant money.  KASA will identify with the district where they can actually improve that process. Operational money savings can be redirected for instruction.


	

	Agenda Item:  Challenges Facing the Retirement System
Charlie Harman gave an overview of the Kentucky Teacher’s Retirement System (KTRS) and reported that KTRS is one of the top-performing public pension funds in the nation.
In the last several years, the General Assembly has provided some funding to help the shortfall and shared responsibility.  In January and February, there was a lot of discussion about fully funding KTRS.  They have an accounting mechanism that requires retirement systems to report differently on future liabilities. There is a requirement for KTRS to pay their retirees until they pass away.  That has now been included in the books and funding amount at the system level for every system, not just KTRS, is now going to be a public number.  We have all known that it was never 100% funded but now it will be highlighted because it is a shortfall.  That amount identified in January that KTRS was underfunded was approximately $850 million, which means that we were at 51.9% funded actuarially contribution rate.  The Kentucky Employees Retirement System was at about 40%.  This is not where we want to be but it is still better than other retirement systems.  There have been some solutions offered to address the problem; most recently, the possibility of a bonded mechanism to fund that. There are lots of bond questions at the state level that would have to be answered and debt service ratios that would have to be met. 



	Agenda Item:  Accountability Updates
Jennifer Stafford – We have tested and this makes the third year of reporting our accountability data and we are now asking our stakeholders to give us feedback. How is it going? Strengths? Weaknesses? Any adjustments that we may want to look at.  Our goal is to take feedback to the Kentucky State Board of Education at their October meeting.  Jennifer shared a handout which included an overview of the accountability system and feedback received to date from various stakeholders.
Tommy Floyd – We would like for you to take this document back to your district and discuss with your superintendent, other board members and instructional staff and send any feedback to Ms. Stafford or myself.
· Concern that high performing schools are not given an opportunity to be a high performing aggressive school – possibly change wording.

· Is KDE still pursuing assessment flexibility; using this and then every so often using something else?

Dr. Holliday – We will keep pursuing legislation but we will also move forward with a pilot this year to test the validity and reliability of performance based assessment. The pilot will come from within the Innovation Districts.



	Agenda Item: Topics for Future Meetings
Please send future agenda topics to Dr. Floyd at tommy.floyd@education.ky.gov or to Dotty Raley at dotty.raley@education.ky.gov.
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