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In January of 2010, Council Rock School District completed the sale of property in Newtown 
and Upper Makefield known as the Melsky Property.  The Agreement of Sale provided for a sale 
price of $7.9 million dollars.  The combination of extension payments by the parties and the sale 
price raised the final purchase price to $8.2 million.  Since January, the Board of School 
Directors has discussed how to use the proceeds of this sale.  During these on-going discussions, 
the Melsky proceeds have been held in the school districts general fund.  These funds need to be 
moved from the general fund by June 30, 2010. 
 
Three distinct proposals have emerged from these discussions: 
 

 Tax Relief.  The funds should be used to offset taxes, particularly in these difficult 
financial times. 

 Capital Reserve/Fund Balance.  Given the uncertainty of the district’s financial future – 
including PSERS increases, the specter of continued decline in real estate revenue, and 
the overall sputtering of the economy, the funds would be best saved in fund balance or 
capital reserve and then applied judiciously to future budgets.  The utilization of these 
funds could be applied for tax relief, to offset one-time costs, or to fund proposals that 
might save future budget dollars (eg. Funding for an early retirement incentive). 

 Capital Asset.  The sale of a capital asset would be best utilized in some investment that 
would create a continued legacy or Return on Investment (ROI) for the school district.  
These proposals range from a one time application of funds for a large scale capital 
project – (eg. Natatorium at CR South) to utilization of some or all funds as and 
investment for projects that would have a clear ROI (eg. Solar or Geothermal projects) 

 
Each of these proposals has merit and value.  However, each has certain deficiencies that should 
be considered.  Application of some or all of these funds for tax relief affects this budget and 
future budgets similar to an application of fund balance.  The danger occurs in future budget 
years when these funds are no long available.  As we have often discussed, the application of 
these funds to reoccurring expenses in the budget will ultimately create a shortfall that could be a 
serious problem in future budget years – particularly as the Act 1 index continues to decline. 
 
The application of these funds to a Capital Projects Account or to Fund Balance also creates 
concerns.  Any transfer of these funds to a Capital Projects Account requires some specific target 
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for the funds.  While the target could be described in generalities – like a Capital Projects fund 
for sustainability or for driveways – once applied to Capital Projects, the district loses the 
flexibility to apply these funds to other district needs.  Similarly, the application of these 
proceeds to the fund balance would, if applied in total, exceed the state limit of 8% of budget to 
fund balance as well as violate Board Policy on fund balance.  A designated fund balance could 
be created, similar to a specific Capital Projects Account – but that account would be subject to 
some of the same restrictions discussed with Capital Projects – any designated fund balance 
would need to be applied in future budget years to that designated use. 
 
Proposed. 
 
The Administration offers the following proposal: 
 

1. $4.1 million applied to a Designated Fund Balance – Revenue Stabilization Fund.   
Half of the Melsky proceeds would be placed in a designated fund balance that would be 
used to offset declines in revenue.  The utilization of these funds would be applied over 
time to offset clear and identified losses in a budget year of real estate revenue based on 
changes in assessed value.  This fund balance would act, in some ways, like a long term 
annuity with the application of funds limited to a certain dollar value designed to extend 
these funds over a long-term period (8-12 years).  In addition to being a reoccurring 
application of funds, this account would be offset, in later years, by the likelihood of 
increases in revenue when the economy eventually recovers.  Used in this way, the 
concerns about the use of these funds creating a long-term shortfall would be somewhat 
alleviated and Council Rock taxpayers would see ongoing taxation relief based on the 
application of this fund balance. 

2. $4.1 million for Capital Reserve with a clearly articulated ROI.  The second fund 
would be set aside in a capital reserve account for projects that have a clear opportunity 
to make the district money or save the district money.  As considered above, the 
application of these funds could be used for projects that would create greater long-term 
energy savings – like solar collectors or geothermal systems or other projects that have a 
clear ROI.  Rather than make specific proposals in this paper, this recommendation 
would also come with the formation of a district committee  - comprised of staff, 
administrators, board members, and community members – who would meet to discuss a 
variety of possible proposals to be considered next year and into the future.  In concept, 
this account could function – over time – to encourage innovative ideas for budget 
savings or revenue production. 

 
 
Recognizing the diverse opinions that have been offered for the use of these funds and the clear 
scrutiny that our community has and will apply to the use of these funds, this proposal is offered 
as a plan that would best utilize these funds to meet the diverse needs of our district and this 
community.   We welcome your thoughts and ideas during the Finance Committee meeting on 
Wednesday with the intent of refining or changing this proposal to ultimately present some plan 
for the disposition of these funds to the Board on June 3, 2010. 


