Operating Funds Referendum
Decision Framework

TYPE and SIZE Decision Criteria

DRAFT —FOR DISCUSSION PURPOSES ONLY
Rev. 9 March 2016



REFERENDUM DECISION FRAMEWORK:
STARTS WITH “IF”

RSy

Key Decision Inputs

* Forecasts projections

* State budget considerations

* Demographic trends

*  Publicinput

¢ Taxsizing, i.e.
¢ Taxestoincrease

programming
Taxes to maintain
programming
Taxes to mitigate state or
other funding cuts
Maintain tax rate, but convert

Board discussed on bond payments to operating
2/23/2016 and funds

2/27/2016; voting on

intent on 3/15/2016




IF“YES,” NEXT QUESTION IS "WHEN"

(“size” and “type” questions can wait)

S
T

Board discussed on Key Size and Type Decision Inputs
2/23/2016 and

2/27/2016; voting on V' 10-year Life Safety study
intent on 3/15/2016 Where we are

now: Type and
size decision

v" Other referenda from local
taxing bodies

Economic forecast

TIF expirations

Key “When" Decision Inputs

Tax sizing, i.e.
=  Taxes toincrease programming
=  Taxes to maintain programming
=  Taxes to mitigate state or other
funding cuts
= Maintain tax rate, but convert
v What factors could change the projections bond payments to operating

significantly? funds

v What year do fund balances become negative or
unacceptably low?

v Type, i.e.
. . . . ? Vi
V" Isthere a viable contingency if the referendum fails? = Percent Increase

=  DollarIncrease
v" Other referenda from local taxing bodies =  Phase-In




REFERENDUM SIZE & TYPE DECISION TIMELINE

March 15, 2016 | Discuss this timeline
April 12, 2016 Create timeline and process for decisions on:
= Sizing and type (including whether to form committee(s) or not)
= Options and timing for varied and appropriate community
engagement strategy
ﬁ
April toJune 2016 | 2016 Understand types and sizes and establish white lines
and re-evaluation criteria
6/2016 Quarterly check of ti d white li .
7/26/201 varterly check of assumptions and white lines Requ:red board
July to Sept. 2016 | Narrow the types and range of sizes to a smaller number to inout
focus on . P .
T _ bl What information
10/25/2016 Another check of assumptions and white lines wouldyou like to
11/15/2016 Final Presentation of Projections, changes in laws, and have to help
other information understand your size
11/29/2016 Final Discussion and Consensus on the type(s) and sizes(s) and type options?
12/13/2016 Adoption of an intent to approve referendum type(s) and Input to Bob, Carol
size(s) and Therese by
1/10/2017 Final approval of wording, type(s), and size(s) Monday Mngh 21,
201
1/17/2017 Last date to file to get on the ballot
4/4/2017 Referendum Election Date ]




FOR BOARD DISCUSSION: SUGGESTED INFORMATIONTO
UNDERSTAND SIZE AND TYPE OPTIONS

o)
=S

POSSIBLE DATA AND INFORMATION WHEN WOULD THIS INFORMATION

BE AVAILABLE AND/OR USEFUL?

U Presentation from William Blair and/or Robbins Schwartz on ALL the types  Tentative — 4/26/2016 — Preliminary

(including wording) of referendums, especially highlighting any changes thought is this would be the best topic for
since 2011 and any changes relative to the "phase in" options since the the meeting time when Dr. Kelly will be
2002/2005 (District 200’s referendum and Phase-in) attending MSAN.

U Presentation from Robbins Schwartz and/or other appropriate experts
on legal and recommended board and staff roles in referendum
communications and what is/isn't allowed by board members and staff as
individuals and how to tell the difference between the two.

U Presentation from admin/FAC on the 10-year CapEx plan after the life
safety and capacity reviews are done, including a presentation on the
result of the temperature study.

W Presentation from admin/FORC and/or William Blair on DSEB (non-
referendum bond) capacity to handle or not handle the above item

U Presentation of the review of the Forecasts assumptions and projections, Availability may require these items to be
unaudited actuals for FY2016, and the preliminary FY2017 budget. split into more than one meeting.

W Presentation from admin/FORC/Referendum Team of the “white lines” and
re-evaluation criteria

U Presentation from administration on Superintendent’s “visioning” and
strategic planning efforts
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WHY ARE WE CONSIDERING AN OPERATING
FUNDS REFERENDUM?

Recent History

¥ In 2011, the District sought its first operating funds referendum in 20 years

» The district had successfully extended resources to the maximum extent possible before
unacceptable program cuts would have been required

» All of our employees, including bargaining group partners, shared the sacrifice by freezing
salaries

» Timing was less than ideal following recession, but referendum passed with 54% of the 11,172
votes cast

» Financial and enrollment projections were used to “size” the referendum to bridge us to
around 2018 when the 1999 capital referendum (*middle school”) bonds will be fully paid

» 2011 referendum was a “stopgap” — the board projected that a new referendum would be
required in the 2017-2019 time frame
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WHY ARE WE CONSIDERING AN OPERATING
FUNDS REFERENDUM? (continued)

Recent History (continued)

® 2011 - Present

» Exceptional cost management by administration resulted in five consecutive years of
expenses finishing FY below long-term projection targets on both a total and per-student
basis (see subsequent slide)

» 2014-15 contract negotiations with our OPTA partners succeeded in lowering the growth
trajectory of our largest expenditure (certified staff salaries)

» At the same time that the administration was coming in below budget expense projections,
enrollment increased by 225 above the 2011 referendum projections and several mission-
critical teaching & learning initiatives were implemented (i.e. middle school IB, 1:1 technology,
Early Childhood Collaboration)

» In April 2015 Forecasts presented updated forecasts to FORC; in November 2015 FORC
affirmed the 2011 plan to begin discussing the need for a referendum in the 2017-2019 time
frame.
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DISTRICT PERFORMANCE IN MANAGING
EXPENSES VS. 2011 REFERENDUM PROMISES
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On both a total cost and per-student basis, D97 consistently maintained expenditures below budget
and referendum commitments despite an increase of over 300 students above the enrollment
projections through 2018+

*2011 enrollment was approximately 5,500 students; current projected enrollment for 2018 is 6,000 students
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WHY ARE WE CONSIDERING AN OPERATING
FUNDS REFERENDUM? (continued)

Current Situation

@ The process of evaluating, sizing, planning, and preparing for a
referendum takes about 15 months (see subsequent timeline slide)

¥ Forecasts projections indicate that without an increase in
revenue, decrease in costs (programs, staff), or both, the District
will fall below ISBE guidelines and Dg7 fund balance policy**
requirements in FY 2016-17. D97 has already exceeded policy
boundary conditions now (see subsequent slides).

@ Therefore, the referendum go/no-go decision must be evaluated
and made now
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UNDERSTANDING Dg7’S FISCAL POLICY 4:12

@ Dg7's fiscal policy, combined with the administration’s expert
financial management, reflect “best practice” for school district
stewardship of taxpayer funds according to the lllinois State
Board of Education

= Includes fund balance maintenance, uses of debt, budget adherence, and
reporting and controls

= Dg7 hasreceived the highest rating (unqualified) from outside auditors
RSM McGladrey & Pullen for the past five years

= Dg7’'s fiscal policy and financial management have helped the district
become just one of ten districts (out of 850 statewide) to earn IASB’s

“"Recognition” status for sound governance

@ Policy 4:12 was developed over several years in collaboration
with FORC* and establishes several "boundary conditions” that
act as toll gates necessitating certain actions, including
assessing referendum options
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UNDERSTANDING Dg7’'S FISCAL POLICY 4:12
(continued)

(—)
RSy

Dg7 Fiscal Policy Warning Indicator

@ Per policy 4:12, "when one or
SELECTED BOUNDARY STATUS more of the financial boundary
CONDITIONS » : .
conditions...of this policy are
I T veing violated the Board and
dmonthly fond Administration shall take
Projected monthly fun . . .
[ baiances go negative overnext [l :I(Esa;if,t;nii t;zlfsnces go appro_pnate actions. Act/o.ns_...
two years 9 may include, but are not limited to
(in no specific order):
5 Average fund balance drops O YES -fund balance drops
below 25% of operating below 25% of operating i : o
expenses within 3 years expenses in 2017 A curta/.lment /'n /_ng’ ,
= A curtailment in implementation of
new programs or in the initiation of
The district is continuously No — the district is not using the next phase ofan_ existing program
reducing debt capacity by O DSEB or other debt *  Enacting an expenditure budget for
issuing debt to fund operating instruments to fund the next fiscal year...
expenses operations = Personnel reductions...
= Reduced salary and benefits increases
o o and/or salary freezes...
B [The fll\;trlc; clalz\not maintain at m \o- the district’s credit = Recommendation of a referendum
castMoodys Aaz or rating is Aa2 to address the financial
equivalent credit rating . . Y
situation...
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FORECAST5 FUND BALANCE
PROJECTIONS - CURRENT

Projected Year-End Balances
(Educational, Operations and Maintenance, Transportation, IMRF, and Working Cash Funds.)
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($40) NG
\ ($41.5)
($50)
2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021
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Source: Forecasts Analytics, Feb. 2016 14



IMPLICATIONS & DECISIONS REQURED IF "NO”

5 ‘Fsdd Vo

Key Decision Inputs

Current board policy
requires 25% fund balance
three years out

Current board policy

prohibits use of debt for
8
7 - 7 ﬁ

operating funds




Dg7: AN ASPIRATIONAL

DISTRICT... WITH RESULTS

DELIVERING ror

DELIVERING ror

TAXPAYERS

District partners with other taxing bodies to fund groundbreaking o-18
early childhood education initiative (Collaboration for Early
Childhood Development)

District initiates 1 to 1 Technology Initiative to provide
technology use and education to all students

Rigorous International Baccalaureate
program is initiated at the middle schools

Replacement of outdoor play equipment,
and installation of new field at Irving

elementary schools

Full day kindergarten is implemented at all District

Board establishes standing finance and
facilities committees chaired by community
members to provide additional expertise and
oversight for these key areas

Innovative new

teacher contract
provides meaningful New athletic fields at
leadership roles, Brooks and Julian
higher starting

salaries, and National
Board incentives to
help attract and retain
the best teachers in
America

District postpones operating funds referendum for over 20
years; goes to referendum in 2011 and delivers on
commitment to reduce expense growth by 1.25% annually
while enhancing still delivering for kids

Board is just one of ten
districts statewide
(among 850) to earn the
prestigious IASB
“Recognition” status for
sound governance

v
N\ N\

A

As planned in 2011, sizing
of 2017 referendum will be
able to convert retirement
of 1999 referendum (middle
school) bonds, expiration of
the Madison Street and
Downtown TIFs to
operating funds along with
continued long-term

Board institutes new spending controls to require defense and planning for all infrastructure and
equipment capital expense projects over $100K

reduction in growth to help
offset expected state
funding cuts, and ensure

continuity of programs to

Innovative new teacher contract lowers overall cost growth curve, increases accountability, and focuses keep District 97 an
compensation on teaching effectiveness

attractive place to move

that help maintain property

Through collaboration with the Village, district commissions new administration building that saves millions of dollars in
capital and operating expenses, uses no long-term debt, and creates a new 50-year asset

values for all home owners.
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