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2015-2016 BUDGET PROCESS AND OVERVIEW

Key Contact: Michael Carson, Chief Financial Officer 613 596-8211 Ext
8881

PURPOSE:

1. To provide preliminary information about the 2015-2016 budget cycle, the budget
schedule and the plan for public consultation. This report will be supplemented
by a staff presentation at the meeting.

CONTEXT:

2. The OCDSB, like all school districts, is required to approve and submit its annual
budget in June for the coming school year. The annual budget is a key part of the
annual planning process in support of the priorities contained in the strategic plan.

This report identifies the background for this process, including both the provincial
and local perspective, as well as affirming the key dates in the budget
development and approval process.

The discussion at this meeting is an opportunity for members of the Committee to
provide input on some assumptions made by staff in developing preliminary
estimates to identify their budget priorities for the coming year, and to discuss the
process including consultation.

Annually, the Board is required to make certain decisions with respect to
academic staffing in March, prior to the Ministry’s funding announcements. This
requires the commitment of a significant portion of the District’s discretionary
spending prior to consideration of, and approval of the overall District budget. In a
year when the Ministry has consistently warned of expenditure restraint measures
as part of their strategy, this becomes an especially challenging process for staff
and the Board.
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KEY CONSIDERATIONS:

3.

Board and staff have expressed our commitment over the past 3 years to
ensuring that the recommendations and decisions made in the development and
approval of the annual budget align with, and support the achievement of the 10
objectives identified in the District’s strategic plan as summarized in Appendix A.
While development of the next plan has just begun, we will remain focused on
the need to maintain the progress that has been made in serving our students.

Funding Issues

The Ministry provided a web-based financial orientation session for trustees on
08 December 2014. The session presented an overview of the Grants for
Student Needs (GSNSs), explained the role of trustees in the budget development
process and gave details on the capital investment approval process. A copy of
the Ministry’s slide presentation is attached as Appendix B.

The GSNs provided by the province are the primary source of revenue for school
districts. The calculation of these provincial grants is mainly driven by student
enrolment numbers, as well as a number of different elements such as special
education needs, the level and nature of second language instruction, the age
and type of schools, and unique geographic needs. Some of the grants are
special purpose in nature and their use is restricted.

At this point in the year, the discussions on budget are complicated by
uncertainty as to the exact amount and nature of provincial funding. Specific
information about the GSNs is normally not available until after the release of the
federal and provincial budgets. The Ministry has indicated that they anticipate the
release of the grant regulation by the end of March.

The Ministry has been clear, however, that districts can expect to see continued
reductions in grants, such as top up funding for schools with less than 100%
occupancy which in the Ministry’s view, support the maintenance of empty space.

Notwithstanding the above, the development of forecasts for 2015-2016 have
begun based on the 2014-2015 experience, anticipated cost pressures such as
inflation, the ongoing impact of the last collective agreements and related
memoranda of understanding (MOU'’s), as well as ongoing regulatory changes
and service demands.

Provincial Budget Situation

The Ontario Economic Outlook and Fiscal Review 2014 published by the Ministry
of Finance reaffirms the government’s intent to eliminate the annual provincial
deficit by 2017-2018. In fact, the actual deficits reported in each of the last five
years have been lower than originally forecast.

The recent uncertainty as a result of volatile oil pricing has delayed the federal
budget, but Ministry staff has said they are committed to issuing the Regulations
for the GSNs in the usual time frame which is in late March.

Report 15-032 2015-2016 Budget Process and Overview Page 2



The deficit reduction plan requires reductions in program spending over the next
three years and it is clear that education sector will be expected to share in those
reductions. The Minister and Ministry staff has made it clear they expect funding
reductions which will require school districts to look at strategies to reduce
surplus spaces in the system. The forthcoming changes to the Pupil
Accommodation Review Guidelines are also expected to support that initiative.

All signals from the government and the Ministry make it clear that we will need
to plan for a reduction in our expenditures over the next two or three years.

6. OCDSB Budget Situation
While there is uncertainty about future years, the District is in a good financial
position. As previously reported, the District incurred a deficit of $11.8 million in
2013-2014. This left the District with an accumulated surplus of $34.0 million as
of 31 August 2014.

As discussed in the recently approved Revised Estimates, staff is projecting a
deficit in 2014-2015 of $16.8 million which is slightly less than budgeted. Table 1
uses this amount and shows the accumulated surplus projected to be available
for compliance at the end of 2014-2015 as compared to the previous year’s
actual. The table also shows the amounts that have been internally appropriated
for specific purposes and amounts that have not been appropriated.

Table 1 — Accumulated Surplus Available for Compliance

Change
Projected as at | Actual as at increase
31 Aug 2015 31 Aug 2014 (decrease)
$ $ $
Internally appropriated

Gratuities/WSIB Liabilities 4,338,000 8,588,000 (4,250,000)
Supplies and Equipment 3,581,000 3,945,000 (364,000)
Committed Capital 7,817,000 8,129,000 (312,000)
Total internally appropriated 15,736,000 20,662,000 (4,926,000)
Unappropriated 1,457,000 13,314,000 (11,857,000)
Total available 17,193,000 33,976,000 (16,783,000)

At the end of 2012-2013 the District had an accumulated surplus of $46.0 million.
Staff recommended, and Board approved a strategy of a more aggressive use of
reserves. This has allowed the district to make important investments to support
students, staff and schools, but the reduction in reserves makes it important to
begin planning to operate within the Ministry’s allocation.

At this stage in the budget cycle, staff is of the opinion that even with some
reductions in expenditures, the recommended budget will likely require the use of
reserves of the maximum of the1% as allowed by the Ministry to balance the
budget. In addition, we are not in a position to budget for the anticipated
transportation revenue adjustment which could arise through the Effectiveness
and Efficiency (E & E) review. We will also recommend that this be funded from
reserves, if required.
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To be able to respond to cost pressures and to meet the above guidelines, staff
anticipates the need for a reduction of other expenditures of approximately $8.0
million in 2015-2016. Staff has begun to identify ways to capture these savings in
a manner that minimize the impact on students.

Depending on the specifics of the GSNSs, it is clear that reliance on reserves
cannot be a part of our strategy in successive years beginning in 2016-2017. In
fact, planning for year 2 and 3 of the cycle will begin in parallel with the
development of this year’s budget. Achieving the next $8.0 million of savings will
require changes to the way we operate, and perhaps to service levels.

7. Risk Factors in Budgeting
In developing the budget, staff will consider the element of risk in its estimates,
whether they relate to revenues or expenses.

One of the major risk factors in budget preparation lies in enrolment projections.
In November 2014 staff projected a slight decrease in enroliment for 2015-2016,
of 200 average daily enrolment (ADE) across the system, less than 1/3 of 1 %.

On a system basis, enrolment projections have usually been well within 1% of
actuals; however, there can be larger school-by-school variances which can
create staffing pressures in the fall.

Approximately 80% of the District’s total expenditures are for salary and benefit
costs. A significant part of the budget-setting process will be completed based
upon teaching staffing decisions which are made by the Board in March. As
noted previously, these decisions must be made based on estimates and
projections for the coming year, without final confirmation of the grants for the
coming year.

The remaining 20% of the budget relates to supplies and services covering the
entire spectrum of costs including computer and telephone networks, student
supplies, custodial supplies, maintenance, student transportation and utility
costs.

8. Budget Pressures for 2015-2016
The OCDSB faces a number of financial pressures in 2015-2016, some of which
are shared by all school districts; however, the extent of the impact will vary from
district to district. Presentations to Board on progress towards achievement of the
goals in the strategic plan, a review of issues raised by trustees and others
throughout the year, as well as staff discussions, has identified a preliminary list
of budget pressures.

We have divided these pressures into two categories for discussion purposes,
but many pressures cross both categories. In addition, alignment to the
objectives identified in the strategic plan is noted.
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a)

b)

Program and Practice

As part of the District's commitment to "Closing the Gap", staff is
considering additional supports for English language learners (ELLS). This
could include additional staffing. (Objective 1)

The continued work on implementing the revised special education policy
along with the geographic model. A number of options are being
considered in this area to continue to support the implementation of the
central IPRC process and to respond to the expected need for additional
Autism classes. (Objectives 4 and 7)

Curriculum Services is evaluating options that would respond to the need
for additional support to serve increasing numbers of students in the Co-
op and Student Success programs. The need to support schools in their
well-being work is also being considered in the assignment of work among
the instructional coaches. (Objectives 2 and 4)

Staff is looking at the impact of differentiated allocation of resources to
better meet the diverse demands of our schools. In a year where we
cannot increase the overall allocations, it will be challenging to mitigate the
possible negative impacts on those where resources must be reduced.
(Objectives 1, 4 and 8)

Our continued focus on digital learners and digital citizenship requires a
continued investment in people as well as hardware and software. The
Ministry shares this focus, but our progress will depend on the ability to
devote sufficient time and money to maintain the momentum from this
year's grant. (Objectives 4 and 7)

Infrastructure

Staff has identified a number of areas which support students and teachers in the
classroom. These range beyond the usual definition of bricks and mortar and
computer networks, although they continue to be of ongoing concern.

As the District continues to move to a more data-driven approach it is clear
that a combination of capacity building and some additional resources are
required. The demand for analysis of student achievement data, surveys
such as Tell Them From Me, is being examined to ensure that we can
meet our expectations in the areas of “Closing the Gap”, improving school
climate and supporting our student well-being initiatives (Objectives
2,3,8,9)

For several years the District has identified the continued backlog in
deferred maintenance. Like most of the public sector organizations, there
has never been sufficient funding to meet these demands. This situation
exists in our facilities, our schools' external environments, our specialty
classrooms such as labs, and our IT infrastructure. The continuation of the
increased funding for School Condition Improvement will be used to offset
some of the reliance on reserves, required in the past year. (Objective 7)
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e The focus of technology investments has always been to provide the best
possible classroom experience. The Ministry's messages about
"efficiencies" and changes to the grant structure for administration make it
clear that we need to identify strategies to investigate and develop new
business practices that will allow us to meet ever expanding expectations
of stakeholders, despite of the potential need for future staff reductions.
(Objective 7)

e The full introduction of Full-Day Kindergarten, significant changes to health
and safety legislation, as well as the ongoing implementation of the most
recent collective agreements has placed large demands on staff in schools
and all support departments. Staff is considering a range of potential
approaches to address this, in the absence of additional funding.
(Objective 9)

e The District has already committed to providing busing to secondary
students who reside inside the urban transit area (UTA) in September
2014. (Objective 7)

9. Approach to 2015-2016 Budget
In June 2011, the Board adopted a new strategic plan which established a clear
set of priorities for the District based on the pillars of well-being, engagement,
leadership, and learning. The strategic plan provided a framework for the
allocation of budget resources commencing with the 2012-2013 budget. Staff
intends to continue moving towards a better alignment of resources with strategic
priorities and objectives.

The OCDSB remains committed to "Closing the Gap" and ensuring that the
needs of all students are being addressed. It is clear that not all budget
pressures can or should be solved with an infusion of new funding and, in fact,
discussions have begun with principals and managers with a view to identifying
expenditure reductions which could be implemented next year. The goal is to find
areas where a reduction of dollars has the minimum impact on students and their
learning.

However, staff remains committed to bringing forward recommendations that will
continue to address the needs of all our students. The focus on "Closing the
Gap" means there will be a focus on meeting the needs of those groups which
have been previously identified.

Statements by the federal and provincial governments have made it clear that
they continue to be focused on deficit reduction, and that additional funding to
transfer payment organizations should not be expected. As a result, staff will be
unable to recommend any new expenditure commitments without offsetting
reduction proposals.
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It is staff's intent to develop a budget that utilizes up to the 1% threshold
previously identified. As cost estimates are revised and better estimates of
revenues become available, staff may also recommend some further expenditure
beyond the 1%. Additionally, staff will recommend that the shortfall in
transportation continue to be funded from reserves pending the results of the
E&E review.

While it is always prudent to expend slightly less than that provided in grants, it is
our responsibility to use the funds received to provide the best possible learning
opportunities for our students and families. Our experience in recent years has
shown that a break-even year-end position can only be achieved by budgeting
for a deficit. This is due to the strong culture of economic and financial controls
which have resulted in surpluses in recent years.

At the same time it is also important to ensure stability and sustainability of
programs and services. With the volatility of the current federal and provincial
situation, it will be important to balance all of the coming demands for additional
expenditures.

Based on our preliminary review of 2014-2015 revenue and expense projections,
staff is confident that the OCDSB budget for 2015-2016 will allow us to maintain
services to meet the needs of our students and allow continued progress towards
the achievement of our strategic objectives. However it is also clear that we will
also need to look at a reduction in expenditures, and changes in our practices
that will allow us to balance the budget in 2016-2017, without jeopardizing
services to students

10. Budget Schedule
The Budget Committee schedule is currently shown on the Board calendar as

follows:
Date Purpose of Meeting
Tuesday, 10 February 2015 Review of 2013-2014 results/
Budget process discussion
Wednesday, 01 April 2015 Memo regarding GSNs announcement
Tuesday, 12 May 2015 Presentation of staff’'s recommended
budget
Monday, 25 May 2015 Delegations
Monday, 01 June 2015 Delegations (if required)/Budget debate
Monday, 08 June 2015 Budget debate (if required)
Monday, 15 June 2015 Budget debate (if required)
Monday, 22 June 2015 Budget approval (Board meeting)

In addition to the Budget Committee meeting schedule, academic staffing
decisions will be made at the 24 March 2015 meeting of the Committee of the
Whole.
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RESOURCE IMPLICATIONS:

11.

The budget will set the Board’s fiscal operating plan for 2015-2016. The Board
cannot approve a budget with a deficit, but can use reserves as part of balancing
revenue and expenditures. The process will need to recognize the need for
caution in expenditure commitments, prior to the anticipated release of the GSNs
in March.

COMMUNICATION/CONSULTATION ISSUES:

12.

The goal of the consultation process is to make the community aware that the
budget process is underway and that the District is planning a budget without
significant changes to service levels pending further information from the Ministry
and the government. It will also highlight the need for increased restraint and the
significant decrease in flexibility which the District will have in responding to
requests for new and expanded services.

Until the release of the GSNs, staff cannot predict with certainty the direction of
the recommended budget. If it becomes obvious that more drastic measures are
required to develop a balanced budget, staff will recommend changes to the
existing schedule in the approved Board calendar.

The budget consultation process will reach out to parents, school councils,
students, OCDSB advisory groups, staff and the public at large. In order to
maximize the opportunity to reach these groups, the consultation process will
involve a variety of formats.

Following the Budget Committee meeting of 10 February 2015, staff will prepare
a budget information document that will include some of the background
information being provided that evening. The same document will be used for all
consultations and will be posted to the Board website, linked to our social media
sites, and made available at all consultation meetings.

Trustees may wish to consider a similar approach for zone meetings during the
February/March timeframe. Any trustee or group of trustees with a scheduled
zone meeting during that period may choose to invite a staff member to attend
the meeting to support the budget discussions. All input during this phase of
consultation should be submitted by the end of March 2015.

As in the past, an email link for budget questions and comments will be
established. While individual responses will likely not be possible, every effort will
be made to answer these questions in a timely manner. Answers will be posted
to the website and will be considered by staff in developing the budget
recommendations.
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STRATEGIC LINKS:

13. The budget will set the Board’s operating plan for 2015-2016. An effective
debate leading to approval of the budget is a cornerstone of sound governance
practice. The Board’s stewardship of the District’s financial resources has
always been one of its primary functions.

GUIDING QUESTIONS:
14.  The following questions are provided to support the discussion of this item:

e Are the general assumptions about the financial environment
reasonable?

e Have the appropriate risk factors been identified?
e Are there specific priorities or initiatives that require additional resources
to be achieved?

e Should staff be even more conservative when developing budget
recommendations?

Michael Carson Jennifer Adams

Chief Financial Officer Director of Education and
(ext.8881) Secretary of the Board
APPENDIX

Appendix A - 2011-2015 OCDSB Strategy Map
Appendix B - Financial Orientation for Trustees
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