
November 1, 2004 Meeting

Schools/County Collaboration Group

Chairs, Vice Chairs and Chief Executive Officers

Orange County Schools Central Office, Hillsborough

Present:
Shirley Carraway, Libbie Hough, Barry Jacobs, John Link, Jr., Neil Pedersen, Brenda Stephens, Rod Visser, Andy Sachs (facilitator).

October 4 Meeting Summary
Ms. Hough read and handed to the facilitator two sentences to be inserted into the summary of this group’s October 4 meeting:  “Ms. Hough expressed concern that the new paradigm could be limited to non-instructional needs.  She would like to ensure that the new paradigm addresses disparities in the instructional program that are the result of the funding inequity.”

Mr. Link said that the group should try to reach closure on the new paradigm issue.  “We’ve heard each other’s points and they are all valid.  Now we need to find a consensus on what we will do,” he said.  Mr. Link noted that the School Districts and County have demonstrated that they can contract for certain non-instructional functions, and suggested that the group “test the idea” further for capital and instructional needs.  Dr. Pedersen noted that the City Schools doesn’t spend district tax proceeds for specific functions.  There is essentially “one pot” to pay for things with per pupil funding.  They have paid for media collections and textbooks and technology in their startup costs for new schools, he said.

Working Relationship
After noting that Ms. Carter would not be in attendance due to a death in her family, and Ms. Stuckey would not be present due to travel, the group agreed to defer detailed discussion of the sixth and final item from the list of “Areas of Collaboration” until a time when all members of this group are present.

School Construction and other County Capital Needs

Mr. Jacobs suggested that the group discuss school construction issues.  He reminded the group that five items relating to school construction were on the list of “additional items” identified on 4/20/04 by the Board chairs and staff as needing joint attention by the three Boards.  Dr. Pedersen added that the group should address not only the substance but also the process by which the School Boards would be involved in the County Commissioner’s deliberations affecting school construction.

Mr. Link identified some major points from the 10/25/04 Board of County Commissioners (BOCC) work session:

· BOCC is interested in understanding what levels of capital and operating spending the County will be able to sustain into the foreseeable future.  County staff is providing BOCC with information in support of this discussion.

· BOCC has set a limit of 15% of its operating budget to go toward debt.  The NC Local Government Commission has since recommended this limit for all local governments.

· While the discussion on 10/25 related to sustainable levels of capital expenditures, on 11/15 BOCC will focus on the operating budget.

· The County’s debt will decline significantly in fiscal year 2007-2008 as the County pays off its obligations, thus opening the opportunity to address new capital facilities needs while remaining below the 15% limit.

· County staff has noted budget shortfalls for major capital projects including overages in new school and senior center construction; need for a new animal shelter, 911 center, libraries, parks, and purchasing new school sites.

· Bonds for meeting some of the County’s capital needs can be issued before FY 2007-2008.  The payments can be scheduled to begin afterward, when the County has the budget capacity to support new debt.

· County staff believes that the date for which city Elementary School #10 is needed can be pushed back, given numbers being generated through the Schools Adequate Public Facilities Ordinance (SAPFO).  The County will make funding available when SAPFO requires Elementary #10 to be reprogrammed.

· The County is considering putting the $12.8 million that had been discussed for Elementary School #10 toward other County capital projects that would need funding sooner.

· County staff believes that the capital funding formula (used to determine how shares are distributed between the School Districts and County) is convoluted (e.g., the method (“option 5B”) used in 1996 to come up with the proposal to fund Cedar Ridge High School would be hard to accept today by anyone who was not intimately involved in the discussions at the time) and so needs to be reconsidered.  Over the past 15 years, the ratio of Schools to County capital expenditures has been  77%/23% .  The Board is now considering a 60/40 split instead.  County staff will prepare a history to explain the formula.

Mr. Jacobs added that possible projects for the next bond (anticipate smaller than $75 million) might include Elementary #10 and Middle School #5, park development, libraries, and school sites.   Alternative financing might be pursued for the 9-1-1 center and animal shelter.  This approach might help to get Orange County Schools “out from under a big financial cloud” related to the construction of Cedar Ridge High School.  Once the currently slated new schools are built, “the County will almost be caught up” on its schools construction schedule.  

Dr. Pedersen said that reconsideration of the funding formula is “a big deal.”  He was aware that the County was rethinking the formula, but no information had been shared with school staff.  He said that it is difficult for the City Schools to be involved effectively in the Board’s discussions when the school staff is sitting in the audience without the information it needs.  It is troubling, he said, to have a resolution introduced to be acted upon by the BOCC during a work session without public input.   He agreed that the funding formula should be understandable, and wonders if there is a rationale for the proposed 60/40 split.  There needs to be more discussion among staff and across the Boards, he said.  This does not feel collaborative.

In reply, Mr. Link said that he had thought about what he would say if the BOCC asked him how to fund the school project overages.  He was prepared to point out that the County has a fund balance of 8.5%, which is the minimum needed to keep its bond rating; there is not enough money in the County’s fund balance to help with the overages.  He said he did not know where else funds could come from, and doubted that BOCC would use Land Legacy funds.  “The good news,” he said, “is that we can use bond money for Elementary #10 and the Middle School.  We just can’t do it in 2005.”

Mr. Jacobs said that he was seeing three main issues:  how to recalculate capital funding formula, how to fund the construction shortages, and evaluation of the 60-40 split.  He added that during the merger meetings it was pointed out that the City Schools had a $100 million CIP while the County Schools’ CIP was $20 million.  

The majority of what the County spends will continue to be on the schools, Mr. Jacobs said, but we also need to address other County facilities.  For example, the County deferred development of a $2 million dental clinic at the Southern Human Services Center.  We can figure out the costs of new school requirements from SAPFO, so it’s a good time to make a commitment from BOCC to other functions without sacrificing schools.  He said that he does not see these steps as having any negative impact on the schools.  It is just a matter of changing the timing of when the City Schools will get the funding.  We could consider looking at raising school impact fees for some period of time to help address higher costs, perhaps for a few years, he said.

Dr. Pedersen said that he is less concerned about the funding for Elementary #10 (“SAPFO will protect that”) than he is with the clarity of the reasoning underlying the direction in which BOCC is moving.  There should be a philosophical basis for deciding how capital funds are raised and divided between the school districts and the other County needs.  For example, 87% of square footage in the County is for school buildings; those buildings need to be maintained.  He said he would like to develop an approach to funding capital facilities that focuses on what the needs are, as opposed to locking into a specific formula.  The County could spend “90%” on non-school capital needs in some years if that is where the needs are.

Dr. Carraway said that she was glad to hear a conversation about finding funds for County Middle School #3.  We do not have enough funds to build it and would have to “lop off even more of the building” if more funding is not acquired.  We wouldn’t want to take funding from the City Schools if that district would suffer, but this sounds like a win for all.

With respect to the CIP formula, she added that she “gets a little nervous” when she does not know how much she will actually be receiving.  As opposed to a philosophical basis or addressing pressing needs, an actual dollar amount enables her to plan capital facilities over the long term.  Keeping a fund balance enables her to schedule upgrades, for example for the existing two middle schools.

Ms. Stephens said that she looked forward to seeing the history of how the Cedar Ridge funding plan came about, which the County staff is developing.

Ms. Hough said that we would expect this group to develop an understanding around these issues before expecting to get very far with any understanding on these issues in the community at large.  She recalled Ms. Carter’s observation at a previous Collaboration Group meeting regarding the need for all of us to consider other County functions as well as schools.  She said that she would like to see a certain amount available each year for school capital needs, with the understanding that perhaps in some years there might be a little more for the schools.

Mr. Jacobs said that in reality there is no CIP formula.  All we do is catch up, but instead we should have a focus.  The need for a new Justice Facility was identified in 1993, and we’ve just now hired an architect.  SAPFO gives us an opportunity to keep up with school facilities; we're just about at the point where we can work on other things.

In response to a question from the facilitator, Ms. Hough said that it would be useful to have an agenda for talking about these issues.  With a road map, we can go back to our boards to see if we have overlooked anything.  Dr. Pedersen identified some short term (scheduling debt, addressing overages) and longer-term issues (getting input and participation in long term CIP), and noted that the long-term issues were best suited for this group.  Based on comments that followed from other group members, the facilitator noted other short term (class size reduction, identifying new school sites) and long term (clarifying City Schools’ work with Planning Department to reserve sites and linkage to County land use planning) issues.

Mr. Link reiterated his invitation to the Superintendents and School Board members to attend the November 15 BOCC work session on sustainable funding.  He has been telling everyone that the County cannot sustain the historical increases in school funding.  “Life was good in 1996 with State bonds, but the County has not recovered from State budget troubles.  We cannot sustain things with 4 percent tax base,” he said.  He added that he has no administrative solution for the schools’ construction overages.

Mr. Link asked all group members to “truly empathize” with one another.  He defined empathy as being able to share the other person’s feelings.  Dr. Carraway said that she did not expect others to share her feelings, but would appreciate it if others in this group took her at her word, checked her data, understood her situation, and helped her to achieve her goals.

Mr. Jacobs said that one of his goals is to complete the draft of a County “space study” by March 1, 2005 in anticipation of a bond referendum.  We would use the space study and school needs to help determine what should be included in a bond referendum, he said.

Mr. Visser noted that at tomorrow’s Superintendents’/Manager meeting the participants should discuss school capacity determination.  The capacity determination is critical for making a SAPFO finding of when new schools are needed.  He expects the elementary membership numbers to show that Elementary School #10 will be pushed back at least a couple years, “maybe more.”

Mr. Jacobs said that if the Superintendents and School Boards are willing to deal with the school construction overage issue, then this group could address school capacity determination.  He said this group should not be driven by the Governor’s class size decision, and noted that numerous jurisdictions are ignoring class size reduction.  We can address class size reduction without building additional classroom space, he said.  Dr. Pedersen pointed out that the two school systems are in different places with respect to class size reduction.  OCS has enough elementary capacity to absorb class size reduction but CHCCS does not.  The Governor’s decision is reality, he said, and we are complying with that.  Dr. Carraway agreed that the two school systems were in different positions regarding class size reduction.

Dr. Carraway asked what would happen if the three jurisdictions around this table could not agree on how to proceed with respect to capital facilities planning.  Mr. Link said that he does not want the County to be “boxed in” by SAPFO, on one hand, and finding funds for the schools’ construction overages, on the other.  “The reasonable thing,” he said “is to spend the money on new schools and work towards addressing the governor’s class size reduction directive.”  Mr. Jacobs added that another possibility is to use half of the Elementary #10 debt for the other 2 new schools, and figure out in the next couple of years how to pay the rest of the cost.

Next Meeting

Facilitator will schedule a next meeting of this group via email.  He suggested week of December 13 but there were not enough calendars around the table to make that decision right now.


