QUARTERLY FINANCIAL REPORT
FOR THE FIRST QUARTER, FY 2018-19
NOVEMBER 27, 2018

1

PORTLAND PUBLIC SCHOOLS
FINANCE DEPARTMENT
501 North Dixon Street / Portland, OR 97227
Telephone: (503) 916-3112 / Fax: (503) 916-3110
Mailing Address: P. O. Box 3107 / 97208-3107

Date:

November 27, 2018

To:

Portland Public Schools Board of Education

From:

Finance Department

Subject:

Quarterly Finance Report – First Quarter of Fiscal Year 2018-19

Introduction
This packet serves to reinstitute regular quarterly financial reporting to the Portland Public
Schools Board of Education. This packet includes summary information and supporting
documentation in support of the following topics, which will also be presented for
discussion at the regularly scheduled Board Work Session on December 4:
1. A comparison and analysis of the actual financial results for the fiscal year (“FY”)
to date, through September 30, 2018. Actual results are compared to both the FY
2018-19 Budget and to the same period last year. The analysis also includes a
forecast of the remaining nine months of the fiscal year and a forecast of the
General Fund’s Ending Fund Balance (“EFB”);
2. A high-level projection for FY 2019-20, primarily focused on an early analysis of
revenue, major spending categories, and a projected EFB;
3. An enrollment report that provides a comparison of the enrollment assumed in our
budget to actuals as of October 1;
4. The quarterly investment report providing insight into our cash-on-hand and
investment holdings;
5. A summary of our compliance with Local Option Levy commitments;
6. A quarterly real estate report providing a comprehensive listing of all leases,
licensing and collaboration agreements, inter-governmental agreements (“IGAs”),
and services contracts;
7. A fund summary providing an outline of all funds, associated sub-funds, their
purpose, and the FY 2018-19 budgeted amount of expenditures in each fund. Also
included is information about the intent and purpose of two Public Employees
Retirement System (“PERS”)-specific funds; and
8. An appendix that includes the following schedules:
a. Appendix A – A summary comparison of Q1 2018-19 financial activity and
results to the same period last year;
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b. Appendix B – A by school analysis comparing the enrollment projections
assumed in the 2018-19 Budget with actual enrollment as of October 1,
2018;
c. Appendix C – The FY 2018-19 Local Option Cap Analysis;
d. Appendix D – An accounting of the spending commitments to date for the
Superintendent’s Discretionary Budget;
e. Appendix E – A summary of all funds, associated sub-funds, their purpose,
and the FY 2018-19 Budgeted expenditures in each fund; and
f. Appendix F – A comprehensive list of all real estate agreements.

General Fund Quarterly Summary
For the first quarter of the 2018-19 fiscal year, actual revenue is trending ahead budget
with $125.7 million received to date. This compares favorably to the first quarter of last
year, largely due to a one-time Comcast tax settlement and a higher beginning fund
balance. Expenditures are trending to budget but are higher than the first quarter of last
year (when excluding Transfers, which have not been completed for the current year) due
to pay increases, a larger employee count, and higher contract (Purchased Services)
spending.
Analyzing the remainder of FY 2018-19, we expect to end the year slightly better than
projected in our FY 2018-19 Budget. Revenue is expected to be about $5.9 million higher
and spending will be in line or slightly less than budget. The net expected result will be
an increase of about $6.4 million (4.8% of expenditures) in the ending fund balance.
Looking forward to FY 2019-20, we expect revenue to increase 3 to 5%, largely depending
on underlying assumptions about appropriation levels for the State School Fund. An
increase in the Budgeted Contingency and in employee-related expenses are expected
to more than offset revenue increases, resulting in a shortfall of around 1.5% of
expenditures. A summary of this forecast can be found below in the FY 2019-20 Financial
Projection section.
Actual enrollment as of October 1 is slightly higher than last year (24 students), but 385
students below the enrollment projections assumed during the development of the FY
2018-19 Budget.
As of September 30, our operating cash and investment portfolio totaled $573.0 million in
book value. Cash and cash equivalent balances were $98.9 million, with $17.9 million of
this amount in a PERS restricted use account.
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2018-19 Budget to Actuals
A summary of FY 2018-19 year-to-date activity compared to the Adopted Budget is
presented in the table below. The table also includes a Forecast for the fiscal year
including a projected ending fund balance. A comparison and variance analysis of the Q1
2018-19 Actuals compared to the Q1 2017-18 Actuals can be found in the appendix.
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FY 2019-20 Financial Projection
Looking forward to FY 2019-20, we expect revenue to increase 3 to 5%, largely depending
on underlying assumptions about appropriation levels for the State School Fund. With an
expected $38.2 million of beginning fund balance, a state appropriation for the biennium
ranging from $8.6 to $9.0B for the State School Fund, and modest increases in other
revenue sources, we expect total resources in the range of $682.3 to $693.1 million. A
preliminary review of expenditures leads us to believe that this increase will be absorbed
by increases in salaries, PERS rate increases, and higher health care and benefit
expenses. Assuming a Budgeted Contingency of 4.5% of expenditures, expenditures plus
contingency will exceed total resources by $11.2 to $12.0 million or 1.5 to 1.7%.
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Enrollment Comparison
As the budget was being prepared in the spring of 2018, the estimate for FY 2018-19
enrollment for the district was 49,093. Actual enrollment is measured once classes are in
session. In FY 2018-19, actual enrollment was 48,708 as of October 1, 2018. This is 385
or 0.8% lower when compared to the projection used for the budget. Grades Kindergarten
through 7 are trending under projections, while grades 8 through 12 were either flat or
were increasing slightly.
As of October 1, 2018, total enrollment for the district increased over the last year, with 24
additional students on top of FY 2017-18 enrollment of 48,684.
A summary of enrollment variances (by grade) is included below. In addition, a by-school
report comparing enrollment assumed for the FY 2018-19 Budget and as of October 1
has been prepared and is included in Appendix B.
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Investment Report
As of September 30, our operating cash and investment portfolio totaled $573.0 million in
book value. The market value of these investments is $565.5 million, reflecting the recent
increase in market rates which drives the market value of fixed income and bond
investments lower than par value. The district invests in high quality investments, with the
largest concentrations in federally backed agency and US Treasury securities. The
portfolio is invested in line with board-adopted policies.
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Local Option Levy Compliance
Portland Public School District voters approved a five-year local option property tax levy
in November 2014. The local option levy can trigger a reduction in state school support if
collections exceed limits contained in state law (ORS 327.011). The 2018 Legislature
increased these limits with House Bill 4117. Under the new law, a district’s state school
fund payment will be reduced to the extent local option taxes exceed the lower of:
•
•

25% of the district’s combined state general purpose grant, transportation grant,
facility grant and high cost disability grant.
The district’s weighted student count multiplied by $2,000, increased by 3% per
year since the 2018-19 fiscal year.

As part of our effort to ensure proper internal controls are established in our Budget and
Finance Office to appropriately track local option revenue collections, Portland Public
Schools commits to the following measures:
1. During the meeting in which the Budget is Approved, the Superintendent will
propose a resolution to the board, resolving to certify our local option levy rate. The
budget office will present an analysis that demonstrates compliance with state
statute and within the limits established in HB 4117.
2. The district’s internal performance auditor will review the calculations and
assumptions in the Local Option Levy Cap Analysis annually to check that there is
no risk of loss associated with our local option levy collection limits.
In compliance with the commitment above, the Local Option Levy Cap Analysis in
Appendix C was provided to the board at the June 12, 2018 board meeting.

Quarterly Real Estate Report Summary
The table in Appendix F includes a comprehensive list of outside organizations who have
been granted dedicated space in school buildings during school hours. These
organizations are provided such space through either a lease, a license (a lease for small
amounts of space), an intergovernmental agreement (IGA) or a contract for services. The
table includes the building, the tenant, the amount of space under contract, the duration
of contract, if a 30-day termination notice is in place, the monthly rent amount, and the
type of agreement with the tenant.
This comprehensive list will be provided to the board once per year. Subsequent quarterly
financial reports will provide a summary of new, amended, and expired contracts for the
quarter.
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Fund Summary
In addition to the Fund Summary in Appendix E, the history and purpose of two funds
have been provided for reference:
1. Fund 225 is the Public Employees Retirement System (“PERS”) Rate Stabilization
Fund. The purpose of this fund is to mitigate and manage fluctuations to the rate
assessed against PPS salaries and wages and to repay the PERS Unfunded Actuarial
Liability (“UAL”) borrowing, relative to the district’s participation in the Oregon School
Boards Association Pension Obligation Bond Programs of October 31, 2002 and April
30, 2003.
•

•

The resources of the fund are Beginning Balance from the previous year’s unspent
funds (Ending Fund Balance) and interfund transfers from the General Fund as
directed in Resolution No. 4471. Resolution No. 4471 specifies that a minimum
annual amount of 0.11% of the current year property taxes will be dedicated to
Fund 225.
Use of the resources must be authorized through formal board resolution in
adherence with federal and state law and in accordance with Governmental
Accounting Standards Board standards and in compliance with generally accepted
accounting principles.

2. Fund 308 is the PERS Unfunded Actuarial Liability (UAL) Fund and was established to
improve the transparency of debt service related to the PERS UAL debt. The District,
in cooperation with a number of districts across the state and in cooperation with the
Oregon School Boards Association, issued two series of limited tax Pension Obligation
Bonds (POBs) in October 31, 2002 and April 30, 2003.
•
•

•

The district’s portion of the POB for both series was $492 million.
Payment of the debt service is managed through a trustee. The trustee receives the
funds through an Intercept Agreement with the State Department of Education,
which diverts a portion of the district’s annual State School Fund allocation to the
trustee in an amount equal to the debt service.
The trustee uses these funds to make the debt service payments on behalf of
participating districts, including Portland Public Schools.
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Reporting Cadence
The following table formalizes the annual schedule for finance reports to the Board of
Education.
Q1

Q2

Q3

Q4

7/1 through 9/30

10/1 through 12/31

1/1through 3/31

4/1 through 6/30

X
X

X
X

X
X

Budget and Finance Updates
Budget to Actuals
Ending Fund Balance
Forecast
2019-20 Projections
2019-20 Budget
Milestones
Cash and Investments
Investment Report
Investment Policy
Local Option Compliance
Option Cap Analysis
CBRC Report
Real Estate
List of all Contracts
Summary of Changes

X
X

X

X

X

X
Propose

Approve and
Adopt

X

X
X
X
X

X

X
X

X

X
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Appendix C

LOCAL OPTION CAP ANALYSIS
Portland School District voters approved a five-year local option property tax levy in
November 2014. The budget resolution tonight imposes the fourth year of the local option
tax at the rate approved by voters ($1.99 per $1000 of assessed value).
The local option levy can trigger a reduction in state school support if collections exceed
limits contained in state law (ORS 327.011). The 2018 Legislature (House Bill 4117)
increased these limits. Under the new law, a district’s state school fund payment will be
reduced to the extent local option taxes exceed the lower of:
•
•

25% of the district’s combined state general purpose grant, transportation grant,
facility grant and high cost disability grant.
The district’s weighted student count multiplied by $2,000 increased by 3% per
year since the 2018-19 fiscal year.

The table below compares PPS estimated local option tax collections to the estimated
amount at which HB 4117 would begin triggering a reduction in state school support.

For 2018-19, projected collections are almost $22 million below the projected statutory
caps, it is highly unlikely that the rate currently imposed would trigger any reduction in
state school support.
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