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April 4, 2011 
 
To Members of the Council Rock Community: 
 
Over the past three months, we have been discussing the fiscal year 2011-12 budget with our 
school community.  As we begin the month of April, I wanted to provide an update to you on the 
progress we are making toward balancing this budget.  This note is also an invitation to join us 
for the Budget Forum on Wednesday, April 13, 2011 at Chancellor Center beginning at 7:00 
PM. 
 
As of this writing, the budget deficit has been reduced from $14,000,000 to approximately 
$2,000,000. The reductions are a combination of changes in staffing, reductions in expenditures, 
and the application of fund balance. Continued updates on the budget process can be found at the 
CR Finances Link on the front page of the Council Rock website. 
 
Over the course of the past few months, this community has sent questions and comments to my 
office on the budget.   Some of the most frequently asked questions are presented and answered, 
below.  The information I share with you today is based on Council Rock’s Administrative 
budget proposal.  It is not, as yet, a budget or strategy that the Board of School Directors has 
deliberated or approved. 
 
Q.  How did CR get to a $14,000,000 deficit? 
A.  This year presents the perfect storm of revenue declines and expenditure increases.  
Historically, our school district could rely on increases in the major revenue lines in our budget:  
Earned Income Tax, State Subsidy, Transfer Tax and Real Estate taxes.  None of these important 
revenue sources are increasing and three are showing a decline.  Earned Income Tax is at zero 
growth, Transfer Tax trends suggest a small decline, our state subsidy is projected to decline by 
$3.7 million dollars and our real estate taxes will decline by $1.2 million.  The total impact of 
these declines is a $5 million dollar revenue loss.  In addition to the decline in revenues, we have 
an increase in approximately $5,000,000 in fixed costs for contract obligations – salary and 
benefits.  The remaining increases are associated with a variety of other expenditure lines 
including the increased cost to the school district for the state retirement contribution. 
 
Q.  Why the decline in real estate taxes? 
A.  Our real estate taxes make up $130,000,000 of the revenue lines in our budget.  Roughly 70% 
of our revenue comes from real estate taxes.  Over the past three years, this revenue line has been 
significantly impacted by assessment appeals.  This year, there were almost 1000 assessment 
appeals filed for Council Rock affecting over $88,000,000 of assessed value.  This results in a 
projected loss in revenue to Council Rock is $1,200,000.  The graph shows the allocations of 
district revenues. 
 



Office of the Superintendent 
Chancellor Center 

 

2 

 
Q.  How did you reduce this budget deficit? 
A.  We attacked this deficit in three ways – using fund balance, reducing staff, and reducing 
other expenditures.  $4,000,000 of fund balance is proposed to reduce this deficit, $4,500,000 
million of staffing reductions and $4,500,000 in general fund expenditure reductions.   That still 
leaves a $1,000,000 shortfall.  
 
Q.  Last year, Council Rock realized $8,200,000 from the sale of real estate (Melsky).  Why 
isn’t that money being used to balance this budget? 
A.   In June of 2010, the Board voted to divide these proceeds into two funds.  One half of the 
proceeds, $4,100,000, are now in a Capital Projects fund for the capital needs of the district.  The 
second fund of $4,100,000 was placed in our fund balance and designated for “revenue 
stabilization”.  In placing the money in our fund balance with this designation, we hold these 
funds to help balance the revenue declines we see this year and in the future from real estate 
assessment appeals.  $1,000,000 of that fund is applied to the fund balance we are proposing to 
use in this year’s budget. 
 
Q.  Please tell me more about your “fund balance”.   
A.  Similar to the finances of a household in Council Rock, we hold some money in what would 
be considered a savings account.  We have an undesignated fund balance of $9,000,000 that 
represents about 4.5% of our budget.  We also have three important designated fund balances – 
money in savings that is specifically designated for accounts in our budget.  The first, as 
referenced above, is to help us stabilize the real estate revenue declines we realize from 
assessment appeals.  The second fund, approximately $6,100,000, has been built over the past 
three (3) years to help with the increases we will need to spend on the contributions to the state 
retirement system (PSERS).  That contribution, mandated by state law, will increase by 
approximately $2,000,000 a year over the next five years.  This designated fund balance will be 
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used to help offset these costs each year.  Finally, when Council Rock migrated to a self-funding 
strategy for insurance, we set aside a designated health care fund balance.  That fund balance of 
approximately $3,900,000 guards against catastrophic health care claims in any given year.   
 
We should be extremely careful in spending fund balance.  Using our fund balance is like a 
family using their savings account to pay a mortgage.  Without revenue in excess of expenses to 
replenish the savings account, soon that account runs out but the mortgage still comes due.  
However, in this budget year, the careful application of fund balance is appropriate to help fill in 
this unusual budget deficit and mitigate the need for more drastic reductions in services to our 
students. 
 
Q.  How have you approached the reductions in staffing? 
A.  As of this writing, we have reduced 45 teaching positions, 19 support staff positions and 3 
positions from the Administrative team.   The changes in teaching staff represent a 4.6% 
reduction in total professional staff, the changes in support staff represents a 3.5% reduction and 
the changes in Administrative staff represents a 6% reduction. 
 
Within the teaching positions, the reductions are 14 at the elementary level, 20 at the secondary 
school level (middle schools and high schools), and 11 from K-12 special education staff. 
 
Because Council Rock is experiencing a slow decline in enrollment, schools would have 
experienced some reductions in staffing no matter the economic circumstances of our district. 

 

 
 
 
Q.  How will these teaching changes affect my student? 
A.  At present, there will not be significant changes in programs for students nor will these 
changes result in significant increases in class size.  Reductions at the elementary level will bring 
us closer to our class size guidelines and may require us to cap sections at certain elementary 
schools.  We do not expect to exceed class size guidelines except in rare instances.  At the high 
schools, one result of these staffing changes will be to reduce the number of sections we expect 
to offer for certain classes.  This will result in some elective offerings being limited for students.  
In addition, to enable us to keep certain courses available to our students, we will increase the 
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number of courses that shuttle between our two high schools. While not dramatic, class sizes in 
our high school will see small increases. 
 
Q.  Why not reduce more administrators? 
A.  Council Rock remains one of the smallest administrative teams in the four county areas.  
Against school districts our size; we have fewer administrators per student.  As you have seen, 
our Administrative reduction amounts to a 6% decrease in our Administrative team.  Further 
reductions will result in a decrease in services available to students, parents, and staff. 
 
Q.  What other reductions are being considered? 
A.  We have a number of expenditure reductions that will help us to balance this budget but will 
change the way we traditionally operate our district.  Most of those changes will be unveiled 
during our forum on April 13th.   
  
Q.  What else has been considered? 
We have gone through a myriad of financial proposals and savings ideas.  Comments and 
suggestions from the community have been incorporated into these discussions.  As a quick 
summary, here are some ideas that have been offered and our responses: 
 Energy Savings.  Council Rock continues to be one of the most efficient school districts 
in the country when benchmarked on energy utilization.  Advanced planning on energy 
procurement saved the district over $850,000 for next year.    
 Pay to Play.  Many have suggested we charge students for their participation in extra-
curricular activities (sports, music, theatre, clubs).   Council Rock has past experience in trying 
to assess these fees and it was not successful.  Currently, we have been relying on the help of 
many parent groups that are associated with these extra-curricular programs for financial help to 
support these programs.  These range from uniform purchases by athletic booster groups to 
instrument purchases from our music parents. 
 Facility rentals.  Based on benchmarking in 2008-09, we have increased our rental fees 
for Council Rock facilities to community organizations.  In addition to significantly increasing 
that revenue line, our in-kind donations from groups like Council Rock United Soccer and Rock 
Softball amount to significant savings for our school district.  These groups mow grass, lay 
infield mix, and repair/replace equipment on our fields to offset costs we would normally need to 
apply to our facilities. 
 
Q.  What are you doing to control expenses – now and into the future? 
A.  A comprehensive discussion of Council Rock’s approach to managing our finances can be 
found on the CR Finances link.  That paper, Developing and Managing the Budget, will provide 
the interested reader with an overview of our work to maintain an efficient and effective budget. 
 
Your continued input into this process is welcome.  Ideas, thoughts, and feedback can be sent to 
budget@crsd.org. 
 
Respectfully 
Mark Klein 
Superintendent of Schools 


