From: Johansen Lanse 
Sent: Wednesday, November 12, 2008 2:58 PM
To: Janssen Julie - Superintendent; +Board Office; Bostock Nancy; Brown Mary T - School Board; Clark Janet; Cook Carol; Gallucci Jane; Lerner Linda; O'Shea Peggy
Cc: Fleeger Catherine; Brown Harry; Forth Doug; Matz Fred; +Superintendent's Cabinet; +Board Office
Subject: Updated Budget Information
Importance: High

At this morning's session of the Florida School Finance Officer's Association conference here in Altamonte Springs, the State DOE staff handed out the communication dated November 10 addressed to District Superintendents, which identifies the holdback amounts which have now officially become cuts. Linda Champion, Deputy Commissioner,  made the presentation with Dr. Eric Smith in attendance. This holdback reduction will appear on future FEFP distributions as an amendment of the second FEFP calculation, which does not include any of the impact from the October student survey.

Statewide the reduction for Florida School Districts is $355.2 million. The corresponding share of this cut for Pinellas is $14.4 million. You will recall that in prior workshops and budget discussions, my most recent budget models had projected a reduction of $13.8 million. I am recommending that the $0.6 million difference for Pinellas be taken from our contingency fund which,  at that point, will set our contingency fund in the budget model at $16.0 million, not counting any formal budget amendments in process from the budget department for miscellaneous collections and appropriations.

We will also have $4.0 million remaining in our FEFP reserve which would be available for enrollment fluctuations and any future State revenue reductions. Unfortunately, the word I also received today at this conference is that we can expect to experience another reduction this fiscal year of approximately 50% of the above reduction just released sometime around the start of the Legislative session next March. Thus, another reduction for the 08/09 fiscal year of $7.2 million would more than wipe out our FEFP reserve and would further reduce our planned contingency reserve to about $12.8 million.  If this occurs, our planned contingency for 6/30/09 would be slightly less than the 1.50% minimum reserve that we have previously discussed. This further reduction would also add to the cuts we will be forced to make for 2009/10 if we wish to maintain the 1.50% contingency for future years. The targeted cut of $36.0 million in our model for next year will have to be increased to at least  $40 million without considering any salary increases for this year or next. 

I am sorry to be the bearer of such bad news, but it is clear that we still have another 18 months or so before we can expect any major economic recovery for our state funding system. I am concerned that the $15 million of further revenue level reductions for next year might be inadequate based on what I have heard at this conference. That negative $15 million may have to be increased by at least another $10 million before this scenario can be improved for subsequent years.

I will update our budget model for next Tuesday's workshop session. Meanwhile, if you have any questions, please contact Doug Forth or Fred Matz who are in the office the rest of this work week. 

L.K. Johansen, CBO

