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MEMORANDUM        11/14/02 
 
 
TO:  Ron Carlee 
  
FROM: Rob Smith 
 
SUBJECT: FY 2002 Re-Estimated Revenue 

 
BACKGROUND 
In FY 2002, the first year of the Revenue Sharing Agreement, the Schools original 
appropriation was 47.8% of the locally generated tax revenues estimated at the time the 
FY 2002 budget was adopted.  The agreement provides that at the close of the fiscal year, 
actual revenues either above or below those estimates will be allocated to the Schools and 
the County based on the agreed upon percentage split.   
 
In May 2002, the locally generated tax revenues were re-estimated and you informed us 
that our share of the revenue above what had been appropriated for FY 2002 would be 
$4,628,763.  This amount was included in the FY 2003 Adopted Budget.  A reserve fund of 
$4,000,000 was established and the remaining $628,763 was added to the Pay-Go fund.   
 
Upon closeout, you provided final revenue figures for FY 2002.  The Schools’ share totals 
$8,631,903.  
 
ACTIONS TAKEN 
Last night (October 31, 2002), the School Board adopted the attached resolution 
requesting appropriation of those funds. The appropriation totals $8,631,903. The School 
Operating Fund increases by $7,523,140 and the Capital Projects Fund increases by 
$1,108,763. Planned uses of the increased appropriation follow. 
 
The $4,000,000 reserve fund will stay intact.  Maintaining a reserve fund continues to 
appear prudent given the uncertainty of State revenues.  
 
The $628,763 appropriated to Pay-Go as adopted in the FY 2003 budget will remain the 
same. However, other Pay-Go items (described below) have been added.   
 
The revenue in excess of the amount in the FY 2003 budget ($4,628,763) is $4,003,140.  In 
allocating the remaining funds, guidelines consistent with the terms of the FY 2002 and FY 

 



2003 revenue sharing agreements were used.  Additionally, almost all of the 
recommendations have the effect of increasing flexibility and capacity in the development 
of the FY 2004 budget.  The expenditures are for obligations, accelerated and current 
commitments and one-time expenditures.   
 
OBLIGATION 
The auditors completed their review of the School’s FY 2002 records.  They made two 
recommendations that need to be addressed.  First, the school system incurred $947,143 
of health insurance costs in FY 2002 but the bills were not received until after the fiscal year 
and were not reported in FY 2002.  According to the auditors, the amount that was incurred 
but not reported (IBNR) should become an expenditure in FY 2002.  The second issue is 
that we currently have an escrow for capital leases in the amount of $1,175,884.  Although 
the previous auditors approved the accounting method of these funds, the new auditors 
have recommended that we not hold capital lease funds in escrow.  Eliminating the escrow 
provides funds to cover the additional health insurance costs ($947,143). The remaining 
$228,741 will enable us to meet our carry forward of $1,000,000 in the School Operating 
Fund.  However, the capital escrow was intended to pay the lease expenditures in FY 2003 
and FY 2004.  Therefore, the amount required for FY 2003 is not currently in the budget.  
$703,722 will be allocated for the capital lease payment. 
 
ACCELERATED COMMITMENT 
The School Board began to pick up the employee share of the Virginia Retirement System 
(VRS) contribution in FY 2001.  There remains 1.0%, which must be picked up by the end 
of calendar year 2004.  $520,000 will be allocated to pick up 0.5% of the VRS contribution 
on January 1, 2003. 
 
Current Commitment 
The FY 2003 budget includes funding for the first phase of the implementation of a planning 
factor for bilingual resource assistants.  The planning factor was to have been implemented 
with the use of grant and operating funds. A decrease in a grant left insufficient funding to 
implement the planning factor as planned.  $60,000 will fund the bilingual resource 
assistants at the level intended.   
 
ONE-TIME EXPENDITURES 
In addition to the items described below, one-time expenditures in FY 2004 also include 
furniture and equipment for the new Claremont School ($315,000), and textbook adoptions 
for Social Studies ($1,400,000) and Health ($273,418).   
 
The Arlington Mill construction project is a joint County/School project.  The County has 
funding for 100% of the design in their 2002 bond while the School’s portion of the design 
funds is in their 2004 bond.  Using $300,000 now will provide funds to the County and will 
also decrease the amount in the 2004 bond. Decreasing the bond amount also decreases 
debt service in future years.   
 



$251,000 is added to provide one telephone in each APS classroom.  This initiative has 
been discussed for a number of years and was brought forward by principal groups for 
consideration in the FY 2004 budget.  In light of recent events, it is important to implement 
this initiative sooner for the safety of our students and teachers.   
 
$100,000 is added for a boiler at Jefferson Middle School.  There is currently funding in the 
FY 2003 Pay-Go for one boiler and the plan was to fund the second boiler in the FY 2004 
Pay-Go.  Funding both at the same time will be more cost effective and correct problems at 
the school sooner.  Additionally, $80,000 is added to Pay-Go for projects undesignated at 
this time.  
 
SUMMARY 
Total FY 2002 Re-Estimated Revenue from County $8,631,903 
 
Reserve Fund $4,000,000 
 
Pay-Go Fund  
Included in FY 2003 Budget $628,763 
Arlington Mill design $300,000 
Jefferson boiler $100,000  
Undesignated projects $80,000 
Sub-total Pay-Go $1,108,763 
 
OPERATING FUND 
Capital Lease Payment $703,722 
VRS Pick-Up $520,000 
Bilingual Resource Assistants $60,000 
Claremont Furniture and Equipment $315,00 
Social Studies Textbook Adoption $1,400,000 
Health Textbook Adoption $273,418 
Telephones in classrooms $251,000 
Sub-total Operating $3,523,140 
 
By this resolution the School Board requests that the County Board approve the additional 
appropriation and County transfer to the appropriate funds. 
 
C:   Barbara Donnellan 
       Susan Robinson 
  
 
 
 
 


