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School District of Pittsburgh Presents Preliminary Budget for 2007 General Fund

Anticipates Adoption of a Balanced Budget Despite $22 Million Operating Deficit for 2007

PITTSBURGH, November 9, 2006 — Today, Pittsburgh Public Schools Superintendent Mark Roosevelt
presented a Preliminary Budget of $528.2 million for the District’s 2007 Genera Fund. The General Fund
includes the District’s loca revenues such as real estate and earned income taxes along with State
appropriations for basic education. Not included in the General Fund are federal appropriations for Title 1
and dtate/federal funds for Special Education and Early Childhood, which are budgeted as supplemental
programs. Private and foundation grants are also budgeted as supplementa funds.

A series of public hearings on the subject of the 2007 budget will take place during the next month. The
Board of Education will vote on adoption of afina budget at its December 19 Legidative Meeting.

The District’s 2006 Year-End Projections

Asthe calendar year comes to a close, the District now anticipates a break-even position by year end 2006.
Since revenues will be able to cover expenses for this year, the Digtrict will not have to tap into its $63
million Fund Balance. The Fund Balance represents the surpluses from prior years when the District’s
expenses were | ess than its revenues.

The primary reason for the District’s improved 2006 financial outlook is one, non-recurring $20 million
adjustment that will be made to Specia Education cash flow. This $20 million adjustment coupled with
savings from Right- Sizing and the Stat€’ s recent subsidy increase of nearly $12 million annually for
Pittsburgh significantly improves the District' s year-end financia position for 2006 and 2007.

Despite the progress being made in 2006, the District still faces a $22 million operating deficit for 2007. The
District will be able to cover the 2007 operating deficit by utilizing $22 million from its surpluses, which
would reduce the Fund Balance from $63 million to amost $41 million. However, to meet reserve
requirements that support the District’s financial ratings, $26 million of the nearly $41 million would need to
be set aside, leaving dightly more than $14 million of surpluses available to balance the 2008 budget.

“While we will get by next year by using our accumulated surplus in our Fund Balance, the District must
make critical changes in its expense structure in order to maintain solvency in 2008,” said Roosevelt. “This
will involve difficult decisions by our Board and Staff in the coming months.”
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The Digrict’s Preliminary Budget for the 2007 General Fund

The 2007 Preliminary Budget of $528.2 million is $5.4 million less than this year’ s budget of $533.6 million,
despite increased costs for health care, retirement and transportation. Roosevelt added, “The $10 million
annua savings from Right-Sizing is helping to balance against these expected increases where we have little
discretion.”

In October, the Didtrict projected a 2007 Preliminary General Fund Budget with an operating deficit of
between $25 million - $35 million. This range reflected items that were not incorporated into the budget
such as. additional Charter Schools, an Alternative Education program, Facilities projects (Schenley, Rogers
CAPA, High School Reform and Career Development), along with Technology projects.

The deficit will be reduced to $22 million by incorporating a 6% across the board budget reduction resulting
in asavings of $10.2 million, whileincluding $12.2 million in budgetary contingencies and additional
appropriations for items that are in concert with goals for 2007.

Preliminary 2007 Budget for General Fund:

Preliminary 2007 Revenues $506.3 million
Preliminary 2007 Expenditures $528.2 million
Preliminary 2007 Operating Deficit $ 21.9 million
The Fund Balance pr oj ection:

Projected Fund Balance at December 31, 2006 $62.5 million
Less: Preliminary 2007 operating Deficit $21.9 million
Projected Fund Balance at December 31, 2007 $40.6 million
Fund Balance Requirement (5% of budget) $26.4 million

Projected Unreserved Fund Balance at December 31, 2007 $14.2 million

The District ams to halt the precipitous deterioration of its Fund Balance and grow the Fund through modest
annual surpluses until a substantive safety net can be maintained at between $50 million - $60 million.

Since 2005, the District has lost $4 million annualy as aresult of the District no longer being able to receive
its share of the Regional Asset District’s Sales Tax and an additional $4 million annually due to the inability
to levy amercantiletax. In 2007, the District begins experiencing the reduction in its wage tax asit is shifted
to the City of Pittsburgh. Below is achart showing the District’s reductions as aresult of the State's
legidative action in November 2004 to bail out the City.

2007 2008 2009 Cumulative Total 2007-09
(in millions) (inmillions) |(in millions)  |(in millions)

|Regional Asset Digtrict $ 8.0 $ 4.0 $ 4.0 $16.0

(RAD)

Mercantile $ 8.0 $ 4.0 $ 4.0 $16.0

[Earned Income $ 4.4 $ 8.8 $11.0 $24.2

TOTAL $20.4 $16.8 $19.0 $56.2

- more -
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The earned income tax will be phased as follows:

Annual Reduction Total Reduction
2007 0.10% reduction $4.4 million $ 4.4 million
2008 0.10% reduction $4.4 million $ 8.8 million
2009 0.05% reduction $2.2 million $11.0 million

Mr. Roosevelt reinforced that “Even in light of these revenues that have been removed from the District, tax
increases are an option that | am not putting on the table.”

The District will continue working with State Officials on addressing the needs of the Digtrict.
“We must balance how we address two very intertwined and complex issues s multaneously — improving
student achievement and getting our finances in order,” said Roosevelt. “To achieve this, we must restore

confidence in our ability to manage effectively and stay on track with our Excellence for All reform agenda.”

The Public Can Obtain Mor e | nfor mation

All Budget related materials can be accessed online at www.pps.k12.pa.us.

The key dates related to the Budget are as follows:

11/09/06 Release of Preliminary Budget
11/13/06 Regular November Public Hearing
12/04/06 Specia Budget Public Hearing
12/11/06 Regular December Public Hearing
12/19/06 Legidative Meeting

In addition, the public can provide feedback by caling the Parent Hotline at 412-622-7920, sending an
email to the Superintendent at superintendentoffice@pghboe.net, or mailing a letter to Superintendent’s
Office, Pittsburgh Board of Education, 341 South Bellefield Avenue, Pittsburgh, PA 15213.

#Hi#
The Pittsburgh Public School District is an equal opportunity education institution For inf ormation regarding accommodations, civil rights or grievance pro-
and will not discriminate on the basis of race, color, national origin, gender, sexual cedures, contact Ms. Lee Mecaro, Employee Relations Manager, Office of
orientation, age or disability in its activities, programs or employment practices as Employee Relations, Pittsburgh Public Schools, 341 S. Bellefield Avenue,
required by Title Il of ADA, Title VI, Title IX, and Section 504. It is the policy of Pittsburgh, PA 15213-3516; Phone (412) 622-3691 (Voice/TTY/TDD); Fax
the Pittsburgh School District to make all programs, services, activities and (412) 622-7968.

facilities available and to provide reasonable accommodations to persons with
disabilities.



