City of Madison

Financial Blue Ribbon

Exit Report
The Blue Ribbon Finance Committee was created to explore the financial operations of the district with an underlying goal to investigate the feasibility of the district’s capacity and the need to provide for a second high school.   The committee divided into three sub groups for a detailed exploration of the district’s fiscal resources and the district’s current use of resources and the utilization of the district’s building currently being used.  Each sub committee has reported and their reports follow.

Current Use of Funds (Bang for the Buck)

Clearly, the Madison School System utilizes its’ funds to the maximum extent, given the results achieved vs. dollars spent. In our view, the Madison City School system comes pretty close to spinning gold out of straw. We are amazed at the very strong the system performance using a comparably small pot of funding. We feel the program offers excellent bang for the buck.  In our view, it is obvious that our school system delivers a lot for the amount of taxes it receives in revenue.  We cannot help but be impressed with how well our schools/students perform academically and in extra curricular activities particularly in light of other school systems that receive much greater revenue generating much higher per-pupil expenditure.  Our concern is how to continue this tradition of excellence in light of increasing student enrollment and stagnant funds. We know this is the entire reason we are all on the panel, but we see huge warning signs flashing in our path.

Facilities

We believe that the Madison City Schools are properly utilizing the buildings that they currently occupy.  After reviewing the projected growth numbers of the district, we think that over crowding is inevitable.  The elementary schools with the addition of Mill Creek and the recent rezoning appear to be ready to weather the storm of continual growth for several more years.  Both middle schools are at a near state of overcrowding and need relief.  It is apparent that there will need to be a rezoning effort to keep both middle schools at similar sizes.  The recent rapid growth of school age children in the western portions of the city has eclipsed the growth of school age children that reside on the eastern side of Wall Triana Highway.  This skewing of the numbers will show a large growth at Liberty and a modest to level growth at Discovery.  Without a rezoning, Liberty will have to bare the brunt of growth.  Even with leveling the growth, the middle schools will be in danger of overt overcrowding.  The salvation for them would come with the removal of the ninth grade and the creation of another high school.  Currently, Bob Jones High School has over 2,100 children enrolled in grades 10-12.  The projections show those numbers climbing.   We feel that once the numbers reach 2,500 that Bob Jones will achieve critical mass.  This is determined by looking at the size of common areas, i.e. cafeteria, halls, gyms, library, automobile parking spaces, that are shared by children; the ability to effectively monitor and direct the amount of students in relation to the size of the building; the ability of the staff to have a rapport or relationship with the students; and by the opportunity that children have to participate in extracurricular activities.  We believe that if the district is to continue to grow and flourish that a second high school is needed.
Financial Review 

Our subcommittee was given the task to review the financial operations of the Madison City School District and to determine available options for funding a second high school in the district.  The district enrollment projections and long-range capital plan call for a new high school with a capacity of 1,700-2,000 students to be built on existing property on County Line Road.  Upon completion, both high schools will house grades 9-12 and the middle schools will house grades 7 and 8.  The estimated total cost is approximately $65 million, which will require an annual debt service payment of approximately $5 million.

The committee was assigned the task of determining the following:  (a) Is the district capable of funding a second high school without a new revenue source; (b) Has the district been efficient and effective in spending the available resources it currently controls; (c) How does the district rank with other comparable districts in local revenue support; and (d) What are alternative financing or construction options for a second high school.

As part of its review, the committee performed a comprehensive analysis of the departmental and program cost for the district.  The committee also reviewed Alabama State Department of Education financial management reports and literature related to non-traditional options for funding public facilities.  Here are the findings from our research - All state and federal revenue is designated for specific programs or line items and could not be used for additional debt service or capital cost for a new high school.  The only available source would be from local revenue support consisting primarily of 27 mills of property tax and 1.5 cents of sales tax, which generated approximately $20 million in FY 2008.  After the school board’s required 10 mill match to the State Foundation Program and current debt service this would leave approximately $11.5 million of local funds for operational purposes.  An Alabama State Department of Education financial report for FY 2008 titled Analysis of Local Revenue Available for Local Board Discretion ranked Madison City 18th out of the 131 schools districts in the state in available local revenue at $1,431 per student.  The financial report showed comparable districts as follows:  a) Hoover $3,018/ 4th, 

b) Homewood $3,826/ 3rd, c) Huntsville $2,509/ 5th, and d) Decatur $2,257/8th.  An Alabama State Department of Education report showing expenditures by function reflects that Madison City is within the state average on percentage of budget spent by category with the exception of two areas.  The district is below the state average in administrative cost, but above the state average in debt service.  The State Board of Education School Report Card for the district showed it earned a C- and D- in spending per student when compared to state and national averages.  It appears from this information that Madison does not have available revenue without making cuts within the current budget.  As a result of reductions in state funding in 2009, due to proration, it makes it even more difficult to free any additional resources.

In reviewing the current budget it was determined that Madison is spending its available local revenue in supplementing the State’s Foundation Program with additional programs above the minimum requirements.  The district pays above the minimum state salary matrix for certified personnel, provides enrichment programs in the elementary schools and offers additional elective and advanced placement classes in the secondary schools.  The district is also spending local funds to augment state funding for a city-wide transportation program, operations and maintenance of its facilities and district administrative services.  The committee determined that a reduction in any of these programs would significantly reduce the quality of the educational system and no one program reduction provided sufficient revenue to fund the debt and operational cost for a new high school.  

The committee also reviewed alternative solutions to meet the need for a new facility.  The first option was implementing year round school.  While it would provide additional space in the high school it would not provide enough space to move the ninth grade out of the middle schools.  If implemented, the concept would have to be applied to grades 7-12.  This would leave the elementary schools on a different schedule and the committee felt that while this may not be acceptable to the community it may be introduced as an option should attempts to secure other revenue sources prove unsuccessful.  Another option discussed was adaptive reuse of existing buildings in the community (taking an existing building used in the commercial field and converting it into a second high school).   Finding such a building would be problematic and the acceptance of a facility of lesser quality than the existing high school by the community would make it very difficult to rezone.  Finally, non-traditional financing methods were looked at such as public-private partnerships but the committee saw no real advantage to the program because the district would still have to make annual payments for use of the facility.  The committee also reviewed the concept of a Tax Increment Financing District (TIF).  While the concept has been successful in other municipalities in the area it did not appear that a proposed district in Madison would generate the required additional revenue to finance the high school project.

In conclusion, it appears that while in any organization there are always some opportunities for more efficiencies and cost savings,  the school board is making efficient use of the current resources it has for the operation of its schools.  While comparable to the top district in the state in academic achievement it falls well short of these districts in local revenue support.  The district cannot provide the additional revenue required for the debt service on the new school without making drastic cuts in its educational program.  The committee felt that reducing the quality of the educational program currently being provided to its students should not be substituted for a facility just to house additional students due to the city’s growth. 

Madison has achieved a tremendous level of success with its school system. The system is a major factor in contributing to the quality of life in the community.  With the potential impact of the current BRAC process (and possible future ones), the City should not risk the detrimental effects of a perceived declining educational system. The identified need for more secondary school space could be addressed by refinancing existing debt to provide funds for building additions to the three secondary schools and/or by adding portable classrooms. (Both middle schools have a current enrollment in excess of 1,000 students.  The high school current enrollment is 2,100. Available space at the current high school may be a problem.)  Additionally, as previously discussed, programs could be eliminated to provide funding for new facilities. The committee believes the City and its citizens have come to expect a level of quality that would not be met with those choices.  The committee recognizes that we are all experiencing a difficult economic environment.  However, the outlook for our community remains strong, and we should plan accordingly. 

In order to handle the projected growth in its secondary schools, over the next 5-10 years, the board has four options:

1. A new revenue source to fund the construction and operation of a second high school

2. Implement Year Round School for the high school and both middle schools

3. Use of portable classrooms at the high school and both middle schools

4. Classroom additions at all three secondary schools (Both middle schools have a current enrollment in excess of 1,000 students.  The high school current enrollment is 2,100).  Available space at current high school may be a problem.

Recommendation: The committee recommends a new revenue source in the form of property taxes to fund the construction and operation of a new high school.  The Committee believes that a second high school is necessary to maintain the excellence of the system as a whole.  The system’s stewardship of taxpayers’ money is excellent as compared with its peers, and the committee believes reducing spending in the school system enough to fund a second high school would damage the instructional programs of the entire system beyond acceptable levels. 
The residents of Madison must make a choice - Approve a new revenue source or risk a significant decline in the instructional quality of the school system.  While this decline may be gradual, it will, in our opinion, occur and this decline could significantly reduce property values in the city.  Each voter must weigh the potential loss of property value against the cost of an increase in property taxes.  It is believed by the members of this committee that the loss in property values could well be greater than the expense of a new property tax for a significant portion of the residents of Madison.

