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THE SCHOOL DISTRICT OF PALM BEACH COUNTY, FLORIDA

 

MANAGEMENT’S DISCUSSION AND ANALYSIS

 

FOR THE FISCAL YEAR ENDED JUNE 30, 2005

 

 



The School District of Palm Beach County, Florida’s (the “District”) discussion and analysis is designed to provide an objective and easy to read analysis of the District’s financial activities for the fiscal year ended June 30, 2005 based on currently known facts, decisions or conditions.  It is intended to provide a broad overview using a short-term and long-term analysis of the District’s activities based on information presented in the financial report and fiscal policies that have been adopted by the seven elected members of the school board (the “Board”).  Specifically, this section is designed to assist the reader in focusing on significant financial issues, provide an overview of the District’s financial activity, identify changes in the District’s financial position (its ability to address the next and subsequent year challenges), identify any material deviations from the financial plan (the approved budget) and identify individual fund issues or concerns.

The Management’s Discussion and Analysis (“MD&A”) is an element of the reporting model required by the Governmental Accounting Standards Board (GASB) in their Statement No. 34 “Basic Financial Statements – and Management’s Discussion and Analysis – for State and Local Governments” (GASB 34).  

As with other sections of this financial report, the information contained within this MD&A should be considered only a part of a greater whole.  The reader of this statement should take time to read and evaluate all sections of this report, including the notes that are provided in addition to this MD&A.

FINANCIAL HIGHLIGHTS

· The District’s financial status as reflected in total net assets improved substantially this year by $139.9 million or 11.2%, from $1.2 billion as of June 30, 2004, to $1.4 billion as of June 30, 2005. The increase in total net assets reflects increases in capital assets of $262.6 million, increases in current and other assets of $129.5 million, offset by increases in current and other liabilities of $255.8 million. 

· General revenue accounted for $1.4 billion, or 85.6% of all revenues, an increase of $140.3 million or 10.9% when compared to the prior year. This increase is primarily attributable to an increase in property taxes and local sales tax revenue, a new source of revenue for the District. Program specific revenue in the form of charges for services, grants and contributions accounted for $241.0 million, or 14.4% of revenue totaling $1.7 billion. 

· The District had $1.5 billion in expenses related to programs, an increase of $112.0 million or 7.9%, which was offset by $241.0 million in program specific charges for services, grants and contributions.  General revenues, primarily property taxes and Florida Education Finance Program (FEFP) revenues, were adequate to provide for these programs.

· As of the close of the current fiscal year, the District’s governmental funds reported combined fund balances of  $670.2 million. The General Fund (the primary operating fund), reflected on a current financial resources basis, ended the year with a fund balance of $93.6 million. Of this amount, $39.7 million is unreserved, undesignated fund balance that is available for spending at the District’s discretion.  During the current year, General Fund revenues (including other financing sources) exceeded expenditures by $4.5 million. 

· In governmental funds for the fiscal year ended June 30, 2005, revenues increased by $159.5 million or 10.7%, to $1.7 billion from $1.5 billion, while current expenditures increased $102.3 million or 8.4%, to $1.3 billion from $1.2 billion. The increase in revenue is primarily due to an increase in property tax revenue and local sales tax revenue, received for the first time this fiscal year. The largest dollar increase of $61.9 million or 8.6% in expenditures is attributable to instruction, which reflects an increase in student growth. Instruction expenditures accounted for 59.0% of total expenditures.

OVERVIEW OF THE FINANCIAL STATEMENTS

This annual report consists of two parts – management’s discussion and analysis (this section) and the basic financial statements. The basic financial statements include two kinds of statements that present different views of the District:

· The first two statements are district-wide financial statements that provide both short-term and long-term information about the District’s overall financial status.

· The remaining statements are fund financial statements that focus on individual parts of the District, reporting the District’s operations in more detail than the district-wide statements.

· The governmental funds statements tell how basic services like instruction and instructional support services were financed in the short-term as well as what remains for future spending.

· Proprietary funds statements offer short-term and long-term financial information about the activities the District operates like businesses, such as maintenance services.

· Fiduciary funds statements provide information about the financial relationships in which the District acts solely as a trustee or agent for the benefit of others.

The financial statements also include notes that explain some of the information in the statements and provide more detailed data.

	Figure 1

Major Features of District-Wide and Fund Financial Statements

	
	District-wide 

Statements
	Fund Financial Statements

	
	
	Governmental Funds
	Proprietary Funds
	Fiduciary Funds

	Scope
	Entire district (except fiduciary funds)
	The activities of the district that are not proprietary or fiduciary, such as special education and building maintenance
	Activities the district operates similar to private businesses: maintenance services 
	Instances in which the district administers resources on behalf of someone else, such as scholarship programs and student activities monies

	Required financial statements
	· Statement of net assets

· Statement of activities
	· Balance sheet

· Statement of revenue, expenditures, and changes in fund balances
	· Statement of net assets

· Statement of revenue, expenses, and changes in fund net assets

· Statement of cash flows
	· Statement of fiduciary net assets

· Statement of changes in fiduciary net assets

	Accounting basis and measurement focus
	Accrual accounting and economic resources focus
	Modified accrual accounting and current financial resources focus
	Accrual accounting and economic resources focus
	Accrual accounting and economic resources focus


Figure 1 summarizes the major features of the District’s financial statements, including the portion of the District’s activities they cover and the types of information they contain. The remainder of this overview section of management’s discussion and analysis highlights the structure and contents of each of the statements.

District-wide Statements

The district-wide statements report information about the District as a whole using accounting methods similar to those used by private-sector companies. The statement of net assets includes all of the District’s assets and liabilities. All of the current year’s revenue and expenses are accounted for in the statement of activities regardless of when cash is received or paid.

The two district-wide statements report the District’s net assets and how they have changed. Net assets – the difference between the District’s assets and liabilities – are one way to measure the District’s financial health or position. 

· Over time, increases or decreases in the District’s net assets are an indicator of whether its financial position is improving or deteriorating, respectively.

· To assess the overall health of the District, the reader needs to consider additional non-financial factors such as changes in the District’s property tax base and the condition of school buildings and other facilities.

In the district-wide financial statements, all the District’s activities are reported as governmental activities.

· Governmental activities – All of the District’s basic services are included here, such as regular and special education, transportation, and administration. Property taxes and state formula aid finance most of the activities.

Fund Financial Statements

The fund financial statements provide more detailed information about the District’s funds, focusing on its most significant or “major” funds – not the District as a whole. Funds are accounting devices the District uses to keep track of specific sources of funding and spending on particular programs:

· Some funds are required by State law and by bond covenants.

· The District establishes other funds to control and manage money for particular purposes (like repaying its long-term debts) or to show that it is properly using certain revenues (like federal grants).

The District has three kinds of funds:

· Governmental funds – Most of the District’s basic services are included in governmental funds, which generally focus on (1) how cash and other financial assets that can readily be converted to cash flow in and out and (2) the balances left at year-end that are available for spending. Consequently, the governmental funds statements provide a detailed short-term view that helps the reader determine whether there are more or fewer financial resources that can be spent in the near future to finance the District’s programs. Because this information does not encompass the additional long-term focus of the district-wide statements, the District provides additional information with the governmental funds statements that explains the relationship (or differences) between them.

· Proprietary funds – Services for which the District charges a fee are generally reported in proprietary funds. Proprietary funds are reported in the same way as the district-wide statements. There are two types of proprietary funds:

· Enterprise funds account for goods and services provided to those outside the district, generally on a user-charge basis. Currently, the District has no enterprise funds.

· Internal service funds report activities that provide supplies and services for the District’s other programs and activities. The District currently has one internal service fund – the Maintenance Services fund.
· Fiduciary funds – The District is the trustee, or fiduciary, for assets that belong to others, such as the scholarship fund and the student activities funds. The District is responsible for ensuring that the assets reported in these funds are used only for their intended purposes and by those to whom the assets belong. The District excludes these activities from the district-wide financial statements because the District cannot use these assets to finance its operations.

FINANCIAL ANALYSIS OF THE DISTRICT AS A WHOLE

The District’s net assets were $1.4 billion at June 30, 2005. The largest portion of the District’s net assets, $1.0 billion or 75.4% reflect its investment in capital assets (i.e. land, buildings, furniture and equipment), less any related debt used to acquire those assets that is still outstanding.  The District uses these capital assets to provide services to students, consequently, these assets are not available for future spending.  Although the District’s investment in its capital assets is reported net of related debt, it should be noted that the resources needed to repay this debt must be provided from other sources, since the capital assets themselves cannot be used to liquidate these liabilities.  An additional portion of the District’s net assets ($439.2 million) represents resources that are subject to external restrictions on how they may be used.

The unrestricted net assets of governmental activities represent the accumulated results of all past years’ operations.  The adoption of GASB 34 resulted in the District having to expense its long-term compensated absences.  This resulted is the recording of $146.8 million in obligations/liabilities against the Statement of Net Assets balance, which caused a shortfall of unrestricted net assets. The same situation holds true for the prior fiscal year.  

The analysis on pages 6 and 7 focuses on the Summary of Net Assets (Table 1) and Summary of Changes in Net Assets (Table 2) of the District’s governmental activities.

Capital assets (net) increase of $262.6 million or 11.7% over prior year, primarily reflects the completion of three (3) new schools and modernization/replacements of seven (7) existing schools. The increase in current and other liabilities of $255.8 million is due principally to the issuance of $250.0 million in commercial paper notes during fiscal year 2005. These notes are payable from, and secured by, a pledge of the proceeds received by the District from the levy and collection of one-half cent sales tax to finance the construction and modernization/replacement of school facilities.

	Table 1

	Summary of Net Assets

	June 30, 2005 and 2004

	(in thousands)

	
	
	
	
	
	
	Increase
	
	Percentage

	
	
	2005
	
	2004
	
	(Decrease)
	
	Change

	
	
	
	
	
	
	
	
	

	Current and other assets
	$
	     1,101,060 
	 $ 
	           971,584 
	 $ 
	      129,476 
	
	13.3%

	Capital assets (net)
	
	     2,510,281 
	
	        2,247,634 
	
	      262,647 
	
	11.7%

	     Total assets
	
	     3,611,341 
	
	        3,219,218 
	
	      392,123 
	
	12.2%

	
	
	
	
	
	
	
	
	

	Current and other liabilities
	
	        445,859 
	
	           190,019 
	
	      255,840 
	
	134.6%

	Long-term liabilities
	
	     1,778,263 
	
	        1,781,876 
	
	        (3,613)
	
	-0.2%

	     Total liabilities
	
	     2,224,122 
	
	        1,971,895 
	
	      252,227 
	
	12.8%

	
	
	
	
	
	
	
	
	

	Net assets:
	
	
	
	
	
	
	
	

	     Invested in capital assets, net of related debt
	     1,046,339 
	
	          956,117 
	
	       90,222 
	
	9.4%

	     Restricted
	
	        439,242 
	
	          382,193 
	
	       57,049 
	
	14.9%

	     Unrestricted
	
	         (98,362)
	
	           (90,987)
	
	        (7,375)
	
	8.1%

	          Total net assets
	$
	     1,387,219 
	 $ 
	        1,247,323 
	 $ 
	      139,896 
	
	11.2%


The results of this year’s operations for the District as a whole are reported in the Statement of Activities.  Table 2, found below, takes the information from that statement and rearranges them slightly so the reader can see the total revenues for the year compared to fiscal year 2004.

As reported in the Statement of Activities, the cost of all governmental activities was $1.5 billion.  The amount that the taxpayers ultimately financed for these activities through District taxes was $1.3 billion, due to some of the cost being paid by those who benefited from the programs ($42.3 million) or by other governments and organizations who subsidized certain programs with grants and contributions ($198.8 million).  

The District paid for the remaining “public benefit” portion of the governmental activities with $906.8 million in property taxes, $54.0 million in local sales taxes, $421.9 million in grants and contributions not restricted to specific programs and $48.0 million with other general revenue.

	Table 2

	Summary of Changes in Net Assets

	For the Fiscal Years Ended June 30, 2005 and 2004 

	(in thousands)

	
	
	
	
	
	
	Increase
	
	Percentage 

	
	
	2005
	
	2004
	
	(Decrease)
	
	Change

	
	
	
	
	
	
	
	
	

	Revenue:
	
	
	
	
	
	
	
	

	     Program revenue:
	
	
	
	
	
	
	
	

	          Charges for services
	$
	          42,254 
	 $ 
	          42,104 
	 $ 
	          150 
	
	0.4%

	          Operating grants and contributions
	
	        137,305 
	
	        101,590 
	
	     35,715 
	
	35.2%

	          Capital grants and contributions
	
	          61,456 
	
	          47,281 
	
	     14,175 
	
	30.0%

	     General revenue:
	
	
	
	
	
	
	
	

	          Property taxes
	
	        906,799 
	
	        814,967 
	
	     91,832 
	
	11.3%

	          Local sales taxes
	
	          54,000 
	
	                -   
	
	     54,000 
	
	              -   

	          Grants and contributions not restricted
	        421,907 
	
	        439,979 
	
	    (18,072)
	
	-4.1%

	          Other general revenue
	
	          47,998 
	
	          35,468 
	
	     12,530 
	
	35.3%

	               Total revenue
	
	     1,671,719 
	
	     1,481,389 
	
	   190,330 
	
	12.8%

	
	
	
	
	
	
	
	
	

	Functions/Programs Expenses
	
	
	
	
	
	
	
	

	     Instruction
	
	        785,824 
	
	        722,279 
	
	     63,545 
	
	8.8%

	     Instructional support services
	
	        146,909 
	
	        139,502 
	
	       7,407 
	
	5.3%

	     Board
	
	           4,202 
	
	           4,054 
	
	          148 
	
	3.7%

	     General administration
	
	           8,777 
	
	           8,946 
	
	         (169)
	
	-1.9%

	     School administration
	
	          87,776 
	
	          81,102 
	
	       6,674 
	
	8.2%

	     Facilities acquisition and construction
	
	          41,988 
	
	          55,356 
	
	    (13,368)
	
	-24.1%

	     Fiscal services
	
	           4,479 
	
	           4,573 
	
	          (94)
	
	-2.1%

	     Food services
	
	          55,939 
	
	          53,253 
	
	       2,686 
	
	5.0%

	     Central services
	
	          21,299 
	
	          19,836 
	
	       1,463 
	
	7.4%

	     Pupil transportation services
	
	          41,167 
	
	          36,111 
	
	       5,056 
	
	14.0%

	     Operation and maintenance of plant
	
	        155,159 
	
	        134,161 
	
	     20,998 
	
	15.7%

	     Community services
	
	          23,180 
	
	          22,841 
	
	          339 
	
	1.5%

	     Interest on long-term debt
	
	          76,796 
	
	          69,690 
	
	       7,106 
	
	10.2%

	     Depreciation/amortization expense
	
	          78,328 
	
	          68,101 
	
	     10,227 
	
	15.0%

	          Total expenses
	
	     1,531,823 
	
	     1,419,805 
	
	   112,018 
	
	7.9%

	Increase in net assets
	$
	        139,896 
	 $ 
	          61,584 
	 $ 
	     78,312 
	
	127.2%


	
	
	
	
	
	
	
	


The increase of 35.2 % in operating grants and contributions is primarily attributable to an increase in class size reduction revenue, while a 30.0% increase in capital grants and contributions reflects loss recoveries from the Federal Emergency Management Agency (FEMA) for hurricane-related expenditures. An increase in property tax revenue is due to an increase in property values. Local sales tax revenue, a new source of funding for the District began on January 1, 2005 and resulted in revenue totaling $54.0 million. Other general revenue increased by 35.3%. This reflects an increase in investment earnings, fueled by an increase in interest rates coupled with an increase in the District’s investment portfolio, due in part to the temporary investment of debt proceeds from commercial paper notes.

 Increases in expenditures closely paralleled inflation and student growth. Facilities acquisition and construction decreased by $13.4 million, or 24.1%.  This reflects the completion of certain projects and the District’s strategy to scale back on spending while the necessary financing was obtained for other scheduled capital projects. Rising fuel costs and additional repairs necessitated by Hurricanes Frances and Jeanne resulted in higher than normal expenditures for pupil transportation services, operation and maintenance of plant. The financing of new school facilities construction and modernization/replacement drove the increase in interest on long-term debt.

Table 3 presents the costs of three major District activities: instruction, instructional support services, and operation and maintenance of plant for fiscal years 2005 and 2004.  The table also shows each activity’s net cost (total cost less revenue generated by the activities).  The net cost shows the financial burden that was placed on the District’s taxpayers by each of these functions.

	Table 3

	Selected Governmental Activities

	Year Ended June 30, 2005 and 2004

	(in thousands)

	
	
	
	
	
	
	Increase
	
	Percentage 

	Total Cost of Services
	
	2005
	
	2004
	
	(Decrease)
	
	Change

	
	
	
	
	
	
	
	
	

	Instruction
	$
	          785,824 
	 $ 
	        722,279 
	 $ 
	       63,545 
	
	8.80%

	Instructional support services
	
	          146,909 
	
	        139,502 
	
	         7,407 
	
	5.31%

	Operation and maintenance of plant
	
	          155,159 
	
	        134,161 
	
	       20,998 
	
	15.65%

	     Total
	$
	        1,087,892 
	$
	        995,942 
	$
	       91,950 
	
	

	
	
	
	
	
	
	
	
	

	Net Cost of Services
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	Instruction
	$
	          716,479 
	 $ 
	        688,515 
	 $ 
	       27,964 
	
	4.06%

	Instructional support services
	
	          146,909 
	
	        139,502 
	
	         7,407 
	
	5.31%

	Operation and maintenance of plant
	
	          155,159 
	
	        134,161 
	
	       20,998 
	
	15.65%

	     Total
	$
	        1,018,547 
	 $ 
	        962,178 
	 $ 
	       56,369 
	
	


	
	
	
	
	
	
	


FINANCIAL ANALYSIS OF THE DISTRICT’S FUNDS

As of June 30, 2005, the District’s governmental funds reported a combined fund balance of $670.2 million, which is a decrease of $122.0 million or 15.4% from the prior year.  The change largely reflects a decrease in other financing sources of $64.8 million in the COPS Capital Projects Fund, one of the District’s major funds, coupled with capital outlay expenditures of $219.2 million pertaining to the construction of three (3) new schools, and modernization/replacement of seven (7) existing schools during fiscal year 2005.  

The COPS Debt Service Fund, also a major fund, is used to account for the accumulation of resources for, and the payment of long-term debt principal and interest, ended the fiscal year with a fund balance of $161.1 million. During the year, the District issued $124.6 million of Certificates of Participation Series 2005A to advance refund and defease a portion of Series 2001A, Series 2002A, Series 2002C and Series 2002D Certificates of Participation. These refunding issues were done in order to achieve debt service savings.

The General Fund, which is the chief operating fund of the District and is always considered a major fund, had an ending fund balance of $93.6 million at June 30, 2005. The fund balance of the District’s General Fund increased by $4.5 million during the current fiscal year. At the end of the current fiscal year, unreserved, undesignated fund balance of the General Fund was $39.7 million.

In the Capital Improvement Fund, another major fund, property tax revenue increased by $24.9 million or 13.1%, from $190.1 million in fiscal year 2004, to $215.1 million in fiscal year 2005 due to higher property values. Other Capital Projects Fund and Other Non-Major Governmental Funds ended the fiscal year with fund balances of $53.9 million and $55.3 million respectively.

The Sales Tax Fund was newly established during fiscal year 2005. On November 2, 2004, the voters of Palm Beach County approved a levy of a half-cent sales tax for the construction and modernization/replacement of the District’s public schools. Collection of the tax became effective on January 1, 2005 and will cease on December 31, 2010.  Local sales tax revenue as of June 30, 2005, totaled $54.0 million. Commercial paper notes of $250.0 million were issued to finance the cost of acquisition, construction, and modernization/replacement of public school facilities. At the end of the year, fund balance in the Sales Tax Fund was $26.5 million.

The pie charts below represent total governmental funds revenue by type and total expenditures by function.
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General Fund Budgetary Highlights

Over the course of the year, the District revises its budget and brings amendments to the Board on a monthly basis.  These amendments are needed to adjust to actual revenues received and direct resources where needed.  The Board approves the final amendment to the budget after year-end.  Schedules showing the District’s original budget and final amended budget, compared with actual amounts paid and received, are provided in the financial section. 

There were revisions made to the 2004-2005 general fund original budget. FEFP revenue was decreased $5.6 million, as a result of actual student enrollment less than projected by 1,283 students. Revenue from interest income exceeded the original budget by $2.9 million due to rising interest rates. Local revenue from real estate taxes was $10.0 million greater than original budget.  Also, local revenue from the fee-based school-age childcare program was $ 1 million higher than the original projection. Overall, budgeted revenue ended the year $6.7 million higher than original budget.

Other financing sources increased $16.4 million from original to final budget in 2004-05.  This includes a $4.1 million increase to the capital maintenance transfer and $7.8 million in anticipated FEMA reimbursement.   These two sources have been applied to hurricane expenditures related to recovery efforts from both Hurricane Frances and Hurricane Jeanne.  Initially, these hurricane expenditures were funded through the Board Contingency Reserve.  The remaining $4.5 million in other financing sources reflects insurance loss recoveries from workers compensation claims. 

Budgeted expenditures were increased $25.1 million from the original budget to the final amended budget to account for hurricane related expenditures, increases in employee salaries and benefits, as well as pupil transportation and energy expenditures.

CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital Assets

As shown in Table 4, at June 30, 2005, the District had $2.5 billon invested in a broad range of capital assets, including land, construction in progress, improvements other than buildings, buildings and improvements, furniture, fixtures and equipment, motor vehicles, audio/video materials and software. This amount represents a net increase (including additions, deletions and depreciation) of $262.6 million from last year.

	
	Table 4

	
	Capital Assets at Year-End

	
	(in thousands)

	
	
	
	
	
	
	
	Increase

	
	
	
	2005
	
	2004
	
	(Decrease)

	
	
	
	
	
	
	
	

	
	Land
	$
	    237,376 
	 $ 
	    215,509 
	 $ 
	     21,867 

	
	Construction in progress
	
	    376,846 
	
	    482,195 
	
	  (105,349)

	
	Improvements other than buildings
	
	       8,724 
	
	       6,375 
	
	       2,349 

	
	Buildings and improvements
	
	 2,283,376 
	
	 1,917,306 
	
	   366,070 

	
	Furniture, fixtures and equipment
	
	    185,957 
	
	    182,307 
	
	       3,650 

	
	Motor vehicles
	
	      74,482 
	
	      69,837 
	
	       4,645 

	
	Property under capital leases
	
	       2,879 
	
	       2,879 
	
	              - 

	
	Audio/video materials/software
	
	      43,423 
	
	      32,858 
	
	     10,565 

	
	Less: accumulated depreciation
	
	   (702,782)
	
	   (661,632)
	
	    (41,150)

	
	     Total capital assets, net
	$
	 2,510,281 
	 $ 
	 2,247,634 
	 $ 
	   262,647 


This year’s net increase of $262.6 million includes the construction of three (3) new schools, which opened in fiscal year 2006 and several major modernization/replacement projects. The District anticipates capital additions will continue to increase due to the effort being made to reduce student overcrowding. See Note 6 of the Notes to the Financial Statements for more information on capital assets. 
Long-Term Debt

As shown in Table 5 below, at the end of this year the District had $1.59 billion in debt outstanding compared to $1.60 billion last year, a decrease of $15.4 million or 1.0%.  The key factor contributing to this decrease was that short-term financing provided by commercial paper notes met the District’s capital needs, hence minimal new long-term debt was required. During the current fiscal year, the District issued $124.6 million of Certificates of Participation to advance refund and defease a portion of existing long-term debt. These refunding issues were done in order to achieve debt service savings. 

	
	Table 5

	
	Long-term Debt Outstanding at Year-End

	
	(in thousands)

	
	
	
	
	
	
	
	Increase

	
	
	
	2005
	
	2004
	
	(Decrease)

	
	
	
	
	
	
	
	

	
	Capital outlay bond issues
	$
	      47,320 
	 $ 
	      50,735 
	 $ 
	      (3,415)

	
	General obligation debt
	
	      79,555 
	
	    103,665 
	
	    (24,110)

	
	Capital lease
	
	           901 
	
	        1,862 
	
	         (961)

	
	Certificates of participation
	
	 1,446,708 
	
	 1,431,453 
	
	     15,255 

	
	Plus: Issuance premiums
	
	      36,162 
	
	      28,136 
	
	       8,026 

	
	Less: Deferred amounts
	
	     (23,094)
	
	     (12,877)
	
	    (10,217)

	
	     Total 
	$
	 1,587,552 
	 $ 
	 1,602,974 
	 $ 
	    (15,421)


The District’s general obligation debt and certificates of participation are rated Aa3 and A1 by Moody’s Investors Service, AA and AA- by Standard and Poor’s Corporation, and AA- and A+ by Fitch Ratings Services.

The District is subject to state laws that limit the amount of debt outstanding to 10.0% of the non-exempt assessed valuation.  At June 30, 2005, the statutory limit for the District was approximately $11.1 billion, providing additional debt capacity of approximately $11.0 billion.

Other long-term obligations include the liability for compensated absences and estimated claims liability. See Note 9 of the Notes to the Financial Statements for more information on long-term debt.

FACTORS BEARING ON THE DISTRICT’S FUTURE

The State of Florida, by constitution, does not have a state personal income tax and therefore the state operates primarily using sales, gasoline and corporate income taxes. State funds to school districts are provided primarily by legislative appropriations from the state’s general revenue funds under the FEFP. The level of tourism in the state influences the amount collected.  Changes in the anticipated amount of revenues collected by the state directly impact the revenue allocation to the District.  

The focus of the State finance program bases financial support for education upon the individual student participating in a particular educational program rather than upon the number of teachers or classrooms.  FEFP funds are primarily generated by multiplying the number of full-time equivalent students (FTEs) in each of the educational programs by cost factors to obtain weighted FTEs.  Weighted FTEs are then multiplied by a base student allocation and by a district cost differential in the major calculation to determine the State and local FEFP funds.  Program cost factors are determined by the Legislature and represent relative cost differences among the FEFP programs.

State Support

Funds for state support to school districts are provided primarily by legislative appropriations. The major portion of state support is distributed under the provisions of the FEFP. State funds appropriated to finance the FEFP in 2005-2006 is $6.7 billion for student enrollment associated with the 180 day regular school year and students in juvenile justice programs during the summer. A separate appropriation of $393.7 million for Workforce Development was made to finance adult vocational and adult general education. While a number of tax sources are deposited in the State’s General Revenue Fund, the predominant tax source is the sales tax.

In addition, funds are appropriated to meet other needs by means of categorical programs and special allocations.  These include Class Size Reduction, $1.5 billion, Instructional Materials Program, $248.0 million, Student Transportation, $451.4 million, Public School Technology, $49.9 million, Teacher Lead Program, $17.9 million, Teacher Training, $18.0 million and Reading, $89.0 million.

Local Support 

Local revenue for school support is derived almost entirely from property taxes.  Each of the 67 school districts in the state is a countywide district Each school board participating in the state allocation of funds for current operation of schools must levy the millage set for its required local effort taxes. The Legislature set the amount of $6.3 billion as required local effort for 2005-2006. Each district’s share of the state total of required local effort is determined by a statutory procedure that is initiated by certification of the property tax valuations of each district by the Department of Revenue.

CONTACTING THE DISTRICT’S FINANCIAL MANAGEMENT

This financial report is designed to provide our citizens, taxpayers, parents, students, investors and creditors with a general overview of the District’s finances and to demonstrate the District’s accountability for the money it receives.  If you have any questions about this report or need additional financial information, contact: 

Joseph Moore, Chief Operating Officer

The School District of Palm Beach County, Florida

3328 Forest Hill Boulevard, Suite C-316

West Palm Beach, FL  33406.
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