EXECUTIVE SUMMARY

June 16, 2009

The Board of Trustees
Jt. School District No. 2
Meridian, Idaho 83642

Dear Members of the Board:

Once again, the district has experienced significant growth in
student enrollment, with more than 1,100 new students
enrolling at the start of the 2008-2009 school year.

The increase in student enrollment for the 2009-2010 school
year is projected at 860, and this projection forms the basis of the General Fund budget. We
expect less growth than in recent years due to the economic slow-down predicted in our region.

While this projected increase in enroliment creates the opportunity to modestly build new
programs and increase educational opportunities for students in our school district, it also
requires additional expenditures for the additional students. Due to a reduction in revenues to
be received from the State of Idaho, staff costs, curriculum development and professional
development have, where possible, been moved to Federal ARRA and/or grant funding. The
district will operate the 2009-2010 school year on a very lean and focused General Fund
budget.

It Is About Choice

In order to have a rich, complete school system, we need to offer a wide variety of learning
opportunities for children and their families. In short, we need to offer school choice.

Joint School District No. 2 has a long tradition of offering school choice. Since the early 90s, we
have offered choices to students who are at risk of quitting school and abandoning their
education. We now have three high schools for at-risk students which began with Meridian
Academy, and have now expanded to include Eagle Academy and Central Academy.
Additionally, we have also added two Middle Schools for at-risk students; Crossroads Middle
School and Pathways Middle School.

We also began increasing choices for high school students with the Dehryl Dennis Professional
Technical School, a partnership school with the Boise School District that allows high school
students to pursue interests in welding, auto body repair, electronics and a number of other
professional technical fields. Another partnership with Boise School District is the Information
Technology Center that allows high school students to pursue interests in such topics as
computer support essentials, network operating systems, computer networking basics, and
fundamentals of web design.

More recently, the opportunities for school choice have accelerated. In 1999 the district
sponsored and opened the Meridian Technical Charter High School, a school for students with
an interest in computer sciences, and in 2003 the district opened the Meridian Medical Arts
Charter School, a school for students pursuing a career in health sciences. The district is



continuing its a partnership with the Boise School District, giving middle and high school
students the opportunity to attend the Treasure Valley Math and Science Center.

The Marketing, Management and Entrepreneurship Magnet was started in a leased facility and
later moved to Mountain View High School shortly after it opened. The program offers two
courses of study: marketing, management & sales as well as e-commerce.

The Meridian Professional-Technical Center at Meridian High School Magnet was started with
four courses of study: animal science, botany, welding/fabrication & mechanical, and
automotive technology. The facility will be completed with the addition of a program in collision
repair, and the work is currently underway on this.

In the fall of 2004, the district broke more new ground with the opening of the Christine Donnell
School of the Arts, the first elementary magnet school in the State of Idaho. With an art-based
curriculum, Donnell School of the Arts is a school of choice that now has expanded to serve
students in grades K through 8" grade living in the Meridian School District south of 1-84. With
tremendous parental support, the district next converted Pioneer Elementary into the second
art-based magnet school, which serves students in the Centennial High area. This arts
emphasis is now available to students K-12 thru the expansion of the arts emphasis at Lowell
Scott Middle School via an art-based magnet track, Primera, and at Centennial High School thru
expanded arts offerings at that site.

In the Fall of 2007, the district took another huge step in offering parents and students more
educational choices with the opening of Galileo Math and Science Magnet School near the
intersection of Linder and Floating Feather Roads in Eagle. This school provides a strong
emphasis in mathematics and science, including an engineering track as part of its curriculum
starting in kindergarten. This fall, the school will serve students grades K — 8.

Additional magnet programs (and expansion) include the following:

Summerwind Elementary Math and Science Magnet — the school, which has previously offered
a math and science “track” with space for one class of students in each grade K — 5 will
become a school-wide magnet program in the fall of 2009.

Spalding Elementary Math and Technology Magnet — Spalding is converting to a single track
school and will offer the math and technology emphasis to all students commencing in the fall of
2009.

Paramount Elementary offers a literary magnet emphasis for one “track” that includes one class
per grade level.

Eagle Elementary School of the Arts begins its second year (in the previous Eagle Elementary
School facility). This school brought arts-based instruction to students in the Eagle and Star
communities. The arts emphasis is being expanded to include additional offerings in the arts for
grade 6 at Eagle Middle School.

K-8 Option — A modified configuration of grades, including K-8 is offered at Siena K-8 School,
Christine Donnell School of the Arts, and Galileo Math and Science School.

Gifted Education — self-contained G/T classrooms are offered at Andrus Elementary with a
“track” program for Gifted Education offered at Lowell Scott Middle and Siena K-8 School.

Pre-Engineering — Pre-engineering studies, thru Project Lead the Way, are offered at Mountain
View High School, Rocky Mountain High School, and Galileo K-8.



New Professional-Technical Magnet Courses:

Architecture and Construction with courses in Masonry |, Residential Construction I, and Home
Technology Integration | are available to students in grades 10 — 12. Culinary Arts was initially
offered in 2008-09, and will expand in the fall of 2009 to include students from the Boise School
District.

New for 2009-2010

McMillan Elementary is transitioning to a magnet school in the fall of 2010 and will offer a
school-wide emphasis in world cultures and Chinese language for its K - 5 students.

The new Renaissance Magnet High School at the District Service Center will open for
students in grades 9 and 10. This exciting new high school will offer instructional pathways in
research/medical science; international studies/world cultures; and law/leadership. The school
has been accepted as a candidate school for the International Baccalaureate Program, and has
applied to offer the IB Diploma Program to 11" grade students beginning in the fall of 2010.

The Renaissance Professional-Technical Center and Renaissance Magnet High School are
efforts to increase district capacity at the high school level as economically as possible. By
purchasing the abandoned warehouse infrastructure that was the Jabil Manufacturing plant and
converting it into high school space, our goal is to increase the district’s high school capacity by
about 1,000 seats at a cost significantly less than the price of building a new high school.
School Plant Facilities Fund dollars are being used to build Renaissance High School. The
district’s partnership with Idaho State University will add a further dimension of “seamless”
education for the district’s students.

Of course, our creative attempts to increase school capacity won't last forever, and at some
point we will need to ask our community to support another school bond to keep up with
growth. In the meantime, we will continue to ‘think outside of the box’ to find creative ways to
increase our total school capacity, and as a consequence, students and families will continue to
be offered new and exciting educational opportunities in the district.

Budget Presentation for Approval

As superintendent, it is my goal to insure annual academic growth for all students and to
continue to augment educational opportunities and choices for our students. All of this is, of
course, directed toward our mission of “Preparing Today's Students for Tomorrow's
Challenges” and represents a clear focus to prepare each student for the “4™ R” — the reality of
life after they leave our classrooms. The budget | am submitting to you represents the
District’s financial plan for accomplishing these and other district goals, as outlined in our
Strategic Plan.

The budget consists of all of the District's Governmental Funds, which includes the General
Fund, Special Revenue Funds, the Debt Service Fund, and the Capital Projects Funds. These
funds are briefly described in the Organizational Section of this budget document and are
described in more detail in the Financial Section.

It is my recommendation that the Board approve both the proposed budget for the 2009-2010
fiscal year and amended budget for the 2008-2009 fiscal year.



All Funds 2009-2010 Budget Summary

A summary comparing the proposed budget with the 2008-2009 amended budget for all
Governmental Funds appears below. Also included for information purposes is the 2009-2010
adopted budget. Following the summary are pie charts: the first depicts all Governmental
Funds projected sources of revenue; the second depicts projected objects of expenditure.

ADOPTED AMENDED PROPOSED Change Amount Change Percent
BUDGET BUDGET BUDGET Amended to Amended to

2008-2009 2008-2009 2009-2010 Proposed Proposed
Revenue 249,049,602 253,249,333 238,887,375 (14,361,958) -5.67%
Transfers 1,156,205 1,156,205 1,199,665 43,460 3.76%
Beginning Balance 56,256,516 54,778,072 35,865,343 (18,912,729) -34.53%
Total 306,462,323 309,183,610 275,952,383 (33,231,227) -10.75%
Expenditures 263,518,922 273,740,763 249,502,107 (24,238,656) -8.85%
Transfers Out 1,156,205 1,156,205 1,199,665 43,460 3.76%
Unappropriated Balance 41,787,196 34,286,642 25,250,910 (9,035,732) -26.35%
Total 306,462,323 309,183,610 275,952,682 (33,230,928) -10.75%
Salary & Salary & Salary & Change Amount Change Percent

Benefit Benefit Benefit Amended to Amended to

2008-2009 2008-2009 2009-2010 Proposed Proposed

173,839,465 182,164,727 182,406,159 241,432 0.13%
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Fund

General Fund
Debt Service
Capital Projects
Special Revenue

Totals

SUMMARY OF ALL FUNDS
2008-2009 AMENDED BUDGET

Beginning
Fund Revenues

Expenditures
Balance and Fund and Fund

July 1, 2008 Transfers In Transfers Out
21,446,771 184,457,132 195,862,790
16,899,628 25,790,000 21,504,357
14,563,723 23,940,249 36,769,364

1,867,950 20,218,158 20,760,456
54,778,072 254,405,539 274,896,967
Summary of All Funds
Expenditures - 2008-2009
Special
Revenue
Capital 7.55%
Projects
13.38% >
Debt
Service
General
7.82% Fund
71.25%

Summary of all Funds
Ending Fund Balance - June 30, 2009

Special
Revenue
Capital 3.87%

General Fund

Projects 29.29%
5.06% g —

Debt Service
61.79%

1"

Ending
Fund
Balance
June 30, 2009

10,041,111
21,185,271
1,734,608
1,325,652

34,286,642



Fund

General Fund
Debt Service
Capital Projects
Special Revenue

Totals

SUMMARY OF ALL FUNDS

2009-2010 PROPOSED BUDGET

Beginning
Fund Revenues Expenditures
Balance and Fund and Fund
July 1, 2009 Transfers In Transfers Out
15,977,382 180,313,043 189,273,702
16,060,339 23,956,510 23,120,310
2,000,000 15,032,500 16,618,563
1,827,622 20,784,986 21,689,197
35,865,343 240,087,039 250,701,772
Summary of All Funds
Expenditures - 2009-2010
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. Revenue
Ca_pltal 8 65%
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9.22% General
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General Fund 2009-2010 Budget Summary

A summary comparing the proposed budget with the amended budget for the General Fund
appears below. Also included for information purposes is the 2008-2009 adopted budget.

ADOPTED AMENDED PROPOSED Change Amount Change Percent
BUDGET BUDGET BUDGET Amended to Amended to
2008-2009 2008-2009 2009-2010 Proposed Proposed
Revenue 179,784,643 184,229,465 180,085,378 (4,144,087) -2.25%
Transfers 227,665 227,665 227,665 - 0.00%
Beginning Balance 18,628,453 21,446,771 15,977,382 (5,469,389) -25.50%
Total 198,640,761 205,903,901 196,290,425 (9,613,476) -4.67%
Expenditures 183,494,747 194,934,250 188,301,702 (6,632,548) -3.40%
Transfers Out 928,540 928,540 972,000 43,460 4.68%
Unappropriated Balance 14,217,474 10,041,111 7,016,723 (3,024,388) -30.12%
Total 198,640,761 205,903,901 196,290,425 (9,613,476) -4.67%
Salary & Salary & Salary & Change Amount Change Percent
Benefit Benefit Benefit Amended to Amended to
2008-2009 2008-2009 2009-2010 Proposed Proposed
160,766,805 168,841,253 168,480,966 (360,287) -0.21%

The pie charts below depict the General Fund’s projected sources of revenue and projected

objects of expenditure.
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General Fund Revenue Changes and Program Adjustments:

Excludes Fund 101: Special Fund Activities
Excludes Fund 120: Note Payable Fund

2008-2009 2009-2010
Amended Proposed Change Percent
Budget Budget
REVENUE:
Local Property Taxes
Supplemental Levy 10,000,000 10,000,000 - 0.00%
Emergency Levy 4,912,640 3,867,678 (1,044,962) -21.27%
Tort Levy 450,000 449,998 (2 0.00%
Total Local Property Taxes 15,362,640 14,317,676 (1,044,964) -6.80%
State Revenue
Discretionary Support 41,192,312 41,517,382 325,070 0.79%
Salary Based Apportionment 91,111,376 90,094,321 (1,017,055) -1.12%
Benefit Apportionment 16,436,493 16,253,016 (183,477) -1.12%
Transportation Support 9,800,000 9,550,000 (250,000) -2.55%
Classroom Supplies 587,503 - (587,503) -100.00%
Textbook Allowance 1,214,630 728,778 (485,852) -40.00%
Other Support 1,350,369 1,104,459 (245,910) -18.21%
Total State Revenue 161,692,683 159,247,956 (2,444,727) -1.51%
Other GF Revenue
Earnings on Investment 2,300,000 1,100,000 (1,200,000) -52.17%
Transfers In 227,665 1,027,665 800,000 351.39%
All other GF Revenue 1,188,078 702,000 (486,078) -40.91%
Total Other GF Revenue 3,715,743 2,829,665 (886,078) -23.85%
Total GF Revenue & Tfrs In 180,771,066 176,395,297 (4,375,769) -2.42%
Beginning Fund Balance 18,606,339 15,025,884 (3,580,455) -19.24%
Total Resources Available: 199,377,405 191,421,181 (7,956,224) -3.99%
EXPENDITURES:
Salary schedule experience "steps" (including benefits) all staff (3,036,000)
6.0% increase in health (Blue Cross); 5% decr in vision; No Incr in Dental (Delta) (900,000)
One-time 1.5% incr in salary and associated benefits (2,124,720)
Sub-Total Salary and Benefit changes for current staff: (6,060,720)
Other changes:
Elementary Programs (350,940)
Special Services (1,008,548)
Interscholastic Program (73,433)
Inter-Related Technology (396,200)
All other line item net changes (66,383)
Total Expenditure Changes (7,956,224)
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Enrollment Growth and General Fund Revenue

The following graph shows the District’'s general fund major revenue sources (state support and
property taxes) beginning with 2003-2004 through the budget year of 2008-2009. Also on the
graph is the District's enrollment for the same period.

Meridian School District
General Fund Revenue
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Actual Actual Actual Actual Actual Amended Budget Proposed Budget
FY04 FYO05 FY06 FYOQ7 FYO08 FYO09 FY10
Property Tax 22,470,006 27,593,183 37,454,555 13,357,265 16,416,798 15,512,638 14,317,678
State Revenue 94,988,675 100,305,952 108,581,634 143,741,116 154,456,424 163,167,521 161,082,601
Nov. Enroliment 26,294 27,966 29,907 31,559 32,663 33,449 34,309

We are a district that depends on growth for additional dollars for both on-going operations and
one-time expenditures. In this year of predicted “less growth” and two new buildings to open,
we have been reviewing every area of the district's operations to find ways to reduce or limit
increases in spending.

State General Fund Revenue

The Public Education appropriation of State Revenues for the 2009-2010 school year was
decreased by 3.2% from $1,480,948,200 to $1,433,676,500. The estimated distribution factor is
$25,459; down $237.00 from $25,696 in FY09.

The State Public School budget for fiscal year 2010 includes a decrease of 2.63% in salary
based apportionment for certified and classified, a 5% decrease for administration, and a
decrease of the minimum teacher salary from $31,750 to $30,915. Also, certified steps for
experience was frozen for one year.
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The district’s state foundation program revenue for next year is based on the following
assumptions:

Enrollment growth: 860

Additional support units generated by the estimated enrollment growth: 28

Staff indexes: same as February 2009 actual

District-wide percent of attendance: approx 96%; based on November 2008 actual

This enrollment estimate was derived by rolling up each grade into the next grade for 2009-
2010. Then we estimated the number of kindergarten students coming next year based on the
number of pre-registered students as a historical percent of the actual number enrolling in the
fall.

As mentioned earlier, we believe the economic slow down in our region will impact the net
increase in student enrollment that we’ll see in the fall. Therefore, we have put together a
General Fund budget based on a conservative estimate of student growth.

We expect to receive about $3.5 million less state dollars due to the change in the public school
appropriation from this year to next year and another increase of $2.7 million due to the
projected increase in student enroliment.

A five-year history of State School Support including the projections for the 2009-2010 budget
year are included in the Informational Section of this budget document.

Emergency Property Tax Levy

Idaho Code 33-805 provides that school districts with increasing student enrollment may certify
a school emergency fund levy. In short, the dollar amount is based on the increase in average
daily attendance — comparing the first few days of school from the current year with data from
the same period the previous year — and the “per ADA” State Support Program Allowance from
the previous year. The proceeds of an emergency levy flow into the General Fund. The levy
rate is limited to .06% (.0006)

Jt. School District No. 2 has certified an emergency levy for many years. The District has been
growing so consistently that we actually include an estimated emergency levy amount in our
budget. However, we are careful to point out to our public that it is basically one-time money.
The amount is dependent on increased ADA. If we don’t grow in student population or if it is
decided to not certify this levy, this source of revenue goes away. Following is a 5 year history
of the District’'s emergency levy amounts.

Emergency Property Tax Levy History

Budget Year Amount

2009-2010 est. 3,867,678
2008-2009 4,912,640
2007-2008 5,968,512
2006-2007 7,279,679

2005-2006 5,842,226
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The estimated emergency levy revenue for next year is based on the projected attendance for
the 860 additional students for which we have planned. If our student enroliment projections
are correct, that means the district’s emergency levy for next year will be about three fourths of
the amount received this year.

Supplemental Property Tax Levy

On March 3, 2009, the voters approved by 73.87% (a simple majority was needed) a
Maintenance & Operations Supplemental Levy for $10 million each year for 2 years (FY 2010
and FY 2011). This is the fourth 2-year supplemental levy election since May of 1988. On May
15, 2007, the voters approved a Maintenance & Operations Supplemental Levy for $10 million
each year for FY 2008 and FY 2009. These funds are crucial to insuring a quality instructional
program, and essential in this budget to offset a significant reduction in State revenues,
especially in the area of staff reimbursement.

Revenue Anticipation Note

The district issued a qualified tax-exempt, $10 million Revenue Anticipation Note (RAN) on
December 19, 2006. Revenues used to repay the obligation were from: sale of surplus
property of the district, sale of 102,000 sq ft of the “warehouse portion” of the “Jabil” building to
Idaho State University, and a judgment in favor of the District having to do with Mountain View
High School construction. The balance of $569,719 paid at closing came from the
unappropriated fund balance of the General Fund. The closing on the RAN and property was
December 19, 2006.

On December 18, 2007, the one-year note was renewed in the amount of $2,383,000. The
proceeds were used to pay off the balance existing on the 2006 note. Revenues to be used to
repay the new obligation are from the sale of surplus property of the district and the judgment in
favor of the District having to do with the Mountain View High School construction. Since
December 2007, we have finalized the judgment and we have sold the old District Office at 911
Meridian Road. We were able to pay the RAN with these proceeds plus about $800,000 from
other unanticipated revenues the district has received.
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General Fund Unappropriated Fund Balance

Historically we have budgeted conservatively for both revenue and expenditures. This year is
no exception. We understand the ramifications of planning to spend one-time money (fund
balance) for on-going expenditures.

Following is a five-year history of the District’'s General Fund ending fund balance. (Other
financing sources/ [uses] are not included.)

Fiscal Year Revenues Expenditures Ending Fund EFB as a % of

Ended 06/30 Balance Revenues
2008 184,338,286 183,253,496 21,446,770 11.63%
2007 175,639,192 168,768,107 18,820,209 10.71%
2006 148,756,266 143,327,084 18,546,057 12.46%
2005 129,509,651 128,654,143 12,570,898 9.71%
2004 118,525,437 119,396,838 11,805,297 9.96%

The ending fund balance for 2008 includes:

General Fund $18,575,734
Revenue Anticipation Note. $1,608,647
Self Funded Activities $1,262,389

The self-funded activities have specific sources and uses for revenue. We account for them
separately to prevent co-mingling.

It is estimated that the unappropriated General Fund fund balance will be $7,016,723 on
6/30/09. This is 3.9% of estimated revenues which is less than the 9% target provided in
District Policy 801.7. We have also estimated the unappropriated Self Funded Activities fund
balance will be 1,262,389. The Revenue Anticipation Note was paid off during the 2008-2009
fiscal year so there will be no carry over in 2009-2010.

The estimated General Fund budget for 2009-2010 reflects a reduction in General Fund fund
balance of $13,167,658.

We expect that there will be savings throughout the year within the budgeted expenditure
categories. The revenue projections are aligned with key estimates for increases. Should
these estimates prove to be over-stated when we know more next fall, we will continue to
monitor closely the district’s financial position and adjust spending where we can.
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District Staffing

Certificated Staff

The Idaho State Department of Education reporting date for actual staff information is
September 30. The following graph shows the relationship since 2004-2005 between the
calculated funding certified staff allowance and the district's actual certified FTE.
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The District’s certified staff numbers have had to increase to accommodate our growth. For
example, in the fall of 1995-96 we had 975.8 General Fund instructional FTE (teachers,
counselors, librarians, etc). We anticipate 1,821 General Fund instructional FTE including the
self-funded tuition kindergarten, ELL, and ISAT remediation programs for Fall 2009. These
staffing numbers help us assure that class sizes do not exceed our target numbers as outlined
in District policy. At this writing, the board of trustees is considering a temporary increase of
one (1) student in all class sizes. This proposed policy would sunset at the end of the 09-10
school year.

By continuing to maximize staff support from other state and federal program dollars, we expect
to be able to start next school year with the same number of certified FTE paid from the General
Fund as we had at the end of the 2008-2009 school year. This reflects a major effort to staff
within the staff allocation, and is possible largely due to the allowable shift of FTE from the
general fund to federal funds for special education.

Historical information about District staff numbers as well as General Fund staffing levels that

are a part of next year’s budget are included in the Informational Section of this budget
document.
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Administrative Staff

In recent years the district has been at or below the administrative calculated funding
administrative staff allowance. Next year will be no exception. We expect to be below the state
funding allocation. We are moving 4.6 FTE to Title VI-B because of the ARRA (Recovery
Dollars from the Federal Government)

Elementary School Staff Allocation Formulas

Category Formula or Practice
1. Principals 1.0 FTE/school
2. Intern Principals Formula based on student population and targeted

assistance. This varies from year to year.

3. Classroom Teacher Class Size Formulas:
Kindergarten — 2™ grade 1.0 FTE teaching position 1:23 ratio
Grade 3 1.0 FTE teaching position 1:24 ratio
Grades 4-5 1.0 FTE teaching position 1:30 ratio
Combination grade classes Lowest grade level ratio reduced by 2 students

Note: These are maximum class size goals. Variances in enroliments in individual schools
create staffing complexities. In some cases class sizes are greater than these goals. In other
cases, class sizes are lower due to differentiated funding to targeted-assistance schools.

General Music .043 FTE per classroom teacher FTE; students receive 60
minutes per week, Kindergarten receives 30 minutes per
week.

Physical Education .65 FTE per classroom teacher FTE; students in grades 1-5

receive 90 minutes of instruction per week, Kindergarten
receives 30 minutes per week.

4, Librarians 1.0 FTE library/media specialist is assigned to each school.
Assistants may be added to schools with higher populations:
Yearround = .25
Traditional School:
Enroliment FTE

600-650 = .25
651-674 = .50
675 + = .75
5. School Secretaries & Clerical FTE is allocated based on enrollment:
Receptionists Every school has a full-time secretary

Year round schools have a full-time receptionist
Receptionists may be added to traditional schools with
higher populations:
Traditional School Receptionist:
Enroliment FTE

500-699 .50

700+ 1.00

Staffing formulas may change each year depending upon available resources
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Enrollment Estimates

The estimated enrollment for fall 2009 is 34,302; about 2.6% over the District’'s fall 2008
enrollment of 33,449.

Historical District enroliment information and projected enroliment information are presented in
more detail in the Informational Section of this budget document. The following graph shows 10
years of fall enrollment and percentage change including the projection for 2009-2010.
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Salaries and Benefits

Jt. School District No. 2's certified staff salary schedule base for 2008-2009 was $29,070. The
base salary (for salary based apportionment calculation purposes) on the statewide instructional
staff experience and education index was at $25,231.

For 2009-2010, legislation was passed that lowers the $31,750 minimum instructional staff
salary to $30,915. Also, the base salary on the statewide instructional staff experience and
education index was decreased by 2.63% to $24,567 from $25,231. Our budgeted salary based
apportionment next year includes, then, an amount for each instructional staff FTE placed on
the index based on the minimum of $30,915. The state will fund each index cell at no less than
$30,915.

The 2009-2010 budget provides for experience steps on the schedule.

The base salary used to calculate salary based apportionment for classified staff will be lowered
by 2.63% in 2009-2010 to $19,840. The base salary on the statewide administrative staff
experience and education index will be lowered by 5% to $34,705.
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The district pays half of the current employee-paid single party vision insurance premiums
($11.50 per month) for certificated and administrative staff and pays 100% of the employee-paid
single party vision insurance plan ($23 per month) for classified staff. The District will pay the
approximate 6.0% increase in health insurance premiums.

The Idaho Public Employee Retirement System employer rate will remain the same at 10.39%.

Operations

It is a challenge to pay for the increased operating costs associated with adding school
buildings. However, we've been able to meet this challenge and successfully complete and
operate voter-approved facilities to accommodate student growth.

We continue to look at all phases of our operation to find areas in which we can do things more
efficiently and economically.

School Nutrition:

There will be no increase in student meal prices for 2009-2010. Current costs are as follows:

Breakfast Current Price
Elementary Student $1.00
Middle/High Student $1.25
Adult/Guest $1.75
Lunch Current Price
Elementary Student $1.75
Middle/High Student $2.25
Adult/Guest $3.00

Current Price
Kindergarten Milk $ .10

Driver Education:

Driver Education student fees will remain the same at $190.
Insurance:

Property and liability insurance premiums will decrease approximately 5.6% or $41,094
compared to the prior year actual.
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Fund Structure

The budget is presented in detail in the Financial Section of this budget document. The District
uses fund accounting that is designed to demonstrate legal compliance and to aid financial
management by segregating transactions related to certain activities. A fund is a separate
accounting entity with a self-balancing set of accounts. The District uses governmental funds
for most of the District’'s general activities, including the collection and disbursement of
earmarked monies (special revenue funds), the acquisition or construction of general fixed
assets (capital project funds), and the servicing of general long-term debt (debt service fund).
The District uses fiduciary funds for assets held on behalf of outside parties or on behalf of other
funds within the District. Agency funds are used for assets that the District holds temporarily on
behalf of others as their agent such as student body funds. The District has one fiduciary fund,
but because fiduciary funds do not require formal approval, it is not a part of this budget
document.

Budget Development

Budget expenditure and revenue categories the District uses are those adopted by the Idaho
State Department of Education. Revenues are classified by fund and source and expenditures
are classified by fund, function, program, and object.

The budget development process began in December for many staff. The process timeline
conforms with deadlines established by Idaho Law. District administrators and supervisors
identified, prioritized and estimated costs for the needs of the District with input from other staff.

A new process was implemented three years ago in which administrators submitted their budget
requests in both line-item form and summary (profile) form. The profile pages list program
descriptions, goals, major accomplishments and FTE as well as expenditures by object.

Once the preliminary budget was finalized, the notice of the public budget hearing on June 16"
was published and posted according to Idaho law.

GASB Statement 45

In 2004, the Governmental Accounting Standards Board (GASB) issued Statement 45,
“Accounting and Financial Reporting by Employers for Post-Employment Benefits Other
Than Pensions,” which requires public agencies to report their costs and obligations
pertaining to health and other benefits of current and future retired employees much like they
now report pension plan obligations. These other post-employment benefits (OPEBs) —
including such benefits as medical, dental, vision, hearing, life insurance, long-term care and
long-term disability — must be recognized as a current cost during the working years of an
employee. Thus, each district and county office of education must identify and disclose
OPEBs as an expense and, to the extent not pre-funded, a liability on its financial
statements.

The District contracted with a third party to determine its liability and will implement the
requirements of GASB 45 beginning with fiscal year 2007-2008. The estimated net OPEB
obligation as determined by the third party for the year ended June 30, 2008 was $1,202,000.
The third party will determine the districts liability for the 2009-2010 fiscal year in the spring of
2010.
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Strategic Planning

Joint School District No. 2 enjoys a statewide, regional, and national reputation for educational
excellence. Our outstanding teaching staff and support personnel deserve part of the credit.
Our community, which consistently demonstrates its commitment to our students and our
schools, also deserves much of the credit. Schools thrive and students succeed because the
people that live here care about education. Yet no matter how good our schools have been or
are now, they will need to be even better in the future. The rapidly changing economy, and the
increasing demands on our students to have the skills necessary to be successful as they enter
the workplace, requires the district to continuously improve the education it delivers to meet the
needs of a changing world.

Strategic planning is an integral part of the District’'s ongoing efforts to make sure its schools are
constantly improving, becoming more efficient, better meeting the needs of our students, and
producing measurable results.

During the 2004-2005 school year, the district revised its vision and belief statements and
developed a revised strategic plan to reflect three major goals on which to focus the district’s
efforts through 2007-08. An annual work plan has been developed and implemented to
accomplish specific tasks within each of the three goal areas. Results of the work plan were
shared with the Board of Trustees and form the basis of the superintendent’s annual evaluation.

Trustees approved the revised strategic focus in the spring of 2009. An action plan for the two
goal areas for the years 2009-2010 thru 2011-2012 will be presented to the Board of Trustees in
October, 2009.

District Population and Economic Growth

Jt. School District No. 2, situated in Ada County and a small portion of Canyon County, is now
the largest school district in Idaho. During the 2002-2003 school year, our enroliment
surpassed that of the Boise School District, which was formerly the largest district. As our
enrollment history and projections indicate, the District is growing at a rapid pace. The City of
Meridian, in which much of the District lies, is also experiencing rapid growth. Meridian is
growing at a faster rate than its neighbor, Boise. In fact, Meridian is the fastest growing city in
Idaho. According to the 2000 census, Meridian’s population was 34,919 with a 1990’s growth
rate of 263.9%. Meridian’s 1990 population was 9,596. Meridian is now the 5th largest city in
Idaho, behind Boise, Nampa, Pocatello, and Idaho Falls. More information about the population
of Ada County, Canyon County, and the City of Meridian is included in the Informational Section
of this budget document.

Commercial construction in Jt. School District No. 2 has decreased 2.61% and total construction

has decreased by 10.97%. The district’s market value has increased 40% during the last five
years.
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Five Year September Valuation Summary for the District

Percent
Tax Year Market Valuation Increase/(Decrease)

2008-2009 $15,271,575,538 T%
2007-2008 15,161,266,134 24.9
2006-2007 12,132,798,781 24.6
2005-2006 9,737,193,204 17.6
2004-2005 8,280,210,491 10.5
2003-2004 7,490,816,237 12.4

Capital Projects

Our school building construction and site acquisition are expected to continue for some time in
response to student population growth. Meeting the educational needs of our children will not
happen without the continued support of the patrons we serve. By managing our facilities
carefully, and by asking the voters to support bonds only for district facilities that are truly
needed, we will continue to work with our community to build the district infrastructure that is
part of what makes this a quality place to live.

A citizen committee recommends to the Board of Trustees the timing and content of each
financing question (building construction and site acquisition) put before voters. District staff
and community members serve on the committee. Needs of the District are considered as well
as the estimated cost of the projects.

Another bond election was held in September 2005. On June 14, 2005, the Board of Trustees
accepted the recommendation of the District's Bond Committee to proceed with a bond election

in the amount of $139,825,000 to finance the following projects and purchases:

Projected
Cost
One High School $38,600,000
Three Elementaries 29,600,000
One Middle School 18,500,000
One K-8 School 12,400,000
Misc School Grounds Irrigation Upgrades 1,335,900
MHS Prof Tech Bldg 7,300,000
MHS Softball/Baseball Complex 2,300,000
Misc Kitchen Remodels 1,000,000
Purchase Portable Classrooms 1,380,000
Start up New Alternative Middle School 300,000
Site Acquisition: (includes 6 Elem; 2 MS, 3 HS) 27,109,100

Total Proposed: $139,825,000

Completion Date

Fall 2008

2-Fall 2006;1-Fall 2007
Fall 2007

Fall 2007

Summer '06-‘07

Fall 2007

Fall 2007

Summer '06-'‘07

During 2 or 3 year period
Fall 2006

During 2 or 3 year period

The Renaissance Professional-Technical Center and Renaissance Magnet High School are
efforts to increase capacity at the high school level as economically as possible. By purchasing
the abandoned warehouse infrastructure in 2006-2007 that was the Jabil Manufacturing plant
and converting it into high school space, our goal is to increase the district’s high school
capacity by about 1,000 seats at a cost significantly less than the price of building a new high
school. School Plant Facilities Fund dollars are being used to build Renaissance High School.
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Estimated Ongoing Added Costs for New Schools —based on 2007-2008 information
Jt. School District No. 2

The FTE’s included here are not transferred from other buildings. They are positions that are duplicated (new) when a new school opens.

Elementary School Middle School High School Alternative High School
FTE FTE FTE FTE

FTE| salary cost Total FTE| salary cost Total FTE salary cost Total FTE| salary cost Total
Teachers 3|$ 44,727 |$ 134,181 3| $ 44727 | $ 134,181 4 % 44,727 |$ 178,908 4% 44,727 | $ 178,908
Safe school asst 1 10,000 10,000 1 10,000 10,000 1 10,000 10,000 0.5 10,000 5,000
Computer asst 1 10,000 10,000
Substitutes 75 2,025 75 2,025 75 2,700 75 2,700
Frame Relay 2,600 1,800 2,600 1,000
Copier Contract 10,000 20,000 20,000 5,000
Start Up Supplies 7,500 10,000 15,000 7,500
Counselor 1 51,200 51,200 2 51,200 102,400 3 51,200 153,600 1 51,200 51,200
Nurse 0.5 44,000 22,000 1 44,000 44,000 1 44,000 44,000 0.3 44,000 13,200
AGH Clerical 0.5 22,900 11,450 0.5 22,900 11,450 22,900 -
Clerical/Asst Subs 800 1,800 1,800 1,800
Librarian 1 48,850 48,850 1 48,850 48,850
Library or C.L. Asst 1 13,500 13,500 1 13,500 13,500
Principal 1 79,940 79,940 1 86,430 86,430 1 99,460 99,460 1 82,830 82,830
Asst Principal 1 71,280 71,280 3 75,580 226,740 -
Activities Director 1 64,500 64,500
Admin Clerical 15 22,900 34,350 1 22,900 22,900 1 22,900 22,900 1 22,900 22,900
Detention 3,000 3,000 1,880
Custodian 3 21,800 65,400 7 21,800 152,600 10 21,800 218,000 1 21,800 21,800
Custodian overtime 2,165 3,000 3,000 500
Heat/Lights 29,200 58,400 140,000 9,500
Gas 5,000 23,600 73,200 8,000
Phone 4,500 5,500 15,000 5,000
Water/Sewer/Trash 13,300 13,200 23,400 7,000
Supplies 13,890 20,170 25,130 11,000
Property Insurance 5,000 7,000 10,000 3,000
Maintenance 0.3 25,430 7,629 0.5 25,430 12,715 1 25,430 25,430 0.2 25,430 5,086
Security - 1 19,000 19,000 -
Noon Duty 4,000 4,000 4,000 4,000

Activities :
Football 9,374 34,405
Trainers 23,553
Volleyball 7,093 13,137
G. Soccer 8,329
B. Soccer 8,329
Cross Country 3,292 7,969
G. Basketball 9,821 20,331
Softball 13,671
Baseball 13,671
Golf 6,034
Wreslting 4,267 14,833
B. Basketball 11,311 20,618
Track 8,989 24,720
Tennis 4,597 7,522
Intermurals 6,083
IHSAA/Middle Sch 6,585 38,183
Advisors 10,995 19,406
Dept. Chair 10,056 15,084
Activities Director 3,288
Sub Total 13.30 $ 528,180 19.0 $ 966,052 29.5 $ 1,764,963 9.0 $ 448,804
Benefits :

210 persi rate 0.10390 54,878 0.10390 100,373 0.10390 183,380 0.10390 46,631
220 fica rate 0.07650 40,406 0.07650 73,903 0.07650 135,020 0.07650 34,334
230 life annual amt. $72.00 958 $72.00 1,368 $72.00 2,124 $72.00 648
235 Itd rate 0.00330 1,743 0.00330 3,188 0.00330 5,824 0.00330 1,481
236 std annual amt. $144.00 1,915 $144.00 2,736 $144.00 4,248 $144.00 1,296
240 health ann amt. $4,828.00 64,212 $4,828.00 91,732 $4,828.00 142,426 $4,828.00 43,452
245 dental ann amt. $425.40 5,658 $425.40 8,083 $425.40 12,549 $425.40 3,829
281 ret sev rate 0.01180 6,233 0.01180 11,399 0.01180 20,827 0.01180 5,296
299 wrkr comp rate 0.00570 3,011 0.00570 5,506 0.00570 10,060 0.00570 2,558
Grand Total $ 707,193 $ 1,264,340 $ 2,281,421 $ 588,328
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Long Term Debt

It is important to say that the 2001 Idaho Legislature amended Idaho Code 33-1111, to include
the private sale of bonds, with the appropriate notice, and electronic competitive bidding as
another option for school districts. The change adds a marketing option for the sale of bonds.
In today’s marketplace, picking a date to hold an auction of bonds (acceptance of bids) can
arbitrarily subject the district to market swings of 50 basis points or more. This form of
“negotiated sale” was used for our Series 2002 Bonds and 2005 Bonds.

The 2002 Idaho Legislature created a Bond Levy Equalization Support Program. It created new
sections of Idaho Code to provide a subsidy to school districts passing bond issues after
September 15, 2002. The subsidy is based on a formula (value index) that provides greater
subsidy to poorer districts and decreases as the fiscal abilities of school districts increase such
that all districts would receive no less than ten percent (10%).

The law was amended in 2006 to provide that any school district with a value index greater than
one and one half (1.5) will receive no subsidy. Those districts with a value index less than one
and one half (1.5) will receive no less than ten percent (10%) of the annual bond interest and
redemption payment for bonds passed on or after September 15, 2002.

The value index is calculated each year.

The determiners of fiscal ability are the adjusted market value per support unit (50%), the
unemployment rate (25%) and the per capita income (25%). The subsidy is applied to the
interest and redemption payment of school bonds. Our Series 2002 and 2005 Bonds qualify for
this subsidy which was $562,398.78 during 2008-2009. The District’s value index for 2008-
2009 was 1.1378.

Idaho Code 33-802A provides that school district boards of trustees shall certify a tax levy, for
the purpose of paying maturing bond and interest payments, that is an amount that, together
with the balance in the bond interest and redemption fund, will satisfy all maturing bond and
bond interest payments for the ensuing twenty one (21) months counted from July 1 of the
current calendar year. Our District’s principal and interest payments are due January 30 and
interest only payments are due July 30 each year. This law, then, allows us to have an amount
sufficient to cover four debt service payment dates.

It is our intent to keep the levy rate the same next year, for our bond, school plant and
supplemental levy property tax combined, and to allow the property tax revenue in these funds
to grow only as much as the District's market value for assessment purposes grows. It is our
expectation that we will be able to ask for support of additional schools in the future, without an
increase in the property tax rate, despite the reduction in total assessed market value.

The District’s debt policy appears in the Organizational Section of this budget document.

School Plant Facilities Fund Levy

The budget process of the School Plant Facilities Fund (Fund 420) begins in late Fall each year.
The Supervisor of Operations solicits requests for projects and equipment from District
principals, administrators, and directors. In addition, maintenance staff members submit
proposals for district wide major repairs and maintenance. Projects and equipment are selected
for completion by District administrators based on a process of prioritizing and are limited by the
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revenue projections for the Fund. A complete list of the projects and equipment planned for
2009-2010 can be found in the Financial Section of this budget document.

On May 15, 2007, the voters approved by 62.25% (60% was needed) a school plant facilities
property tax levy for 10 years for up to $20 million annually. Since the last successful levy
election in 1998, the levy amount had been capped at $7.5 million. The increase in tax revenue
available for our facilities and equipment provides much needed resources as we add buildings
and as our current buildings age and need more attention.

As in the past, it is our intent to keep the levy rate the same, for our bond, school plant and
supplemental levy property tax combined, next year. We have budgeted $14 million in property
tax revenue in the school plant facilities fund for 2009-2010.

No Child Left Behind

The Elementary and Secondary Education Act of 2001 (ESEA) or “No Child Left Behind” as it is
euphemistically called, has set a new standard for educational accountability. Under this act,
proficiency data must now be reported for students on an annual basis. This data must be
reported for districts and individual schools and must be disaggregated for sub-groups specified
in the law. Simply stated, educators are now responsible to report the percentages of students
who are achieving “proficiency” in reading, language, and mathematics. It is the expectation of
the federal government that 100% of America’s students will be achieving “proficiency” within
twelve years, and increasing percentages of achievement are expected annually until that time.

Idaho Standards Achievement Tests (ISAT)

The Idaho Standards Achievement Tests (ISAT) is a statewide assessment given to students in
grades 3-8 and 10. During 2007-08, the State Board of Education suspended ISAT testing in
grade 9.

The ISAT is an important part of the statewide student assessment system explained in board
rule 08.02.03-Rules Governing Thoroughness.

The ISAT is based on the ldaho Content Standards and measures a child’s demonstration and
attainment of the skills and knowledge in those standards. Content standards are statements
expressing specific subject criteria which, when measured, show a specific level of content
knowledge and demonstrated application.

The ISAT measures the degree to which a school’s instructional program enables all children to
attain proficiency in the skills and knowledge contained in the state standards. The Spring ISAT
meets the requirements of the federal No Child Left Behind legislation.

The ISAT helps parents, educators, lawmakers, and community members understand student
performance and it measures the effectiveness of school programs. The results of the ISAT
provide insight on student performance and school district accountability.

Developed by committees of educators and members from the community and approved by the
State Board of Education, the Idaho Content Standards at each grade level define what a child
is expected to know and be able to do in the classroom and on statewide assessments. They
give students a solid foundation in basics and provide consistent instructional targets.

Visit the Idaho State Board of Education website at www.boardofed.idaho.gov and click on
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Assessment; Idaho Standard Achievement Test (ISAT).

While we will continue to work to attain the proficiency levels set by the federal law, Meridian
schools have demonstrated proficiency levels from 85% - 94%. Focusing on federal proficiency
requirements (known as meeting adequate yearly progress or AYP) would force us to focus our
resources on as few as 6% of our students. That would leave a large number of students
getting less of our attention, which is not acceptable since we cannot ignore the other 94%.

We believe that our task is larger than insuring student proficiency. As a district, we are firmly
committed to attainment of the goal of academic growth for every child each year, and
accelerated growth for those who are behind. With this as our focus and with sound data to
guide us, we are working to expand educational opportunities and improve instruction for all
students.

Other Performance Measures

The District’s expenditures per pupil continue to be among the lowest in the state. However, as
| mentioned earlier in this summary, our district continues with a reputation for excellence and
our students succeed because our community sees education as a top priority.

The chart below shows a five-year history of expenditures per pupil.

EXPENDITURES PER PUPIL

12,000

10,000

8,000

6,000

4,000 T
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= General Fund B All Funds
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The chart below shows a 5-year history of the District’'s completion rate compared to the
statewide average.

Completion Rate

¢ 2003-04 2004-05 2005-06 2006-07  2007-08
Statewide 83.98% 87.00% 84.04% 88.29% 89.75%
Meridian : 86.37% 87.64% 90.42% 91.39% 94.00%

Drop out rates have significantly reduced over the past few years due to the emphasis placed
on identifying dropouts and working with them within the traditional high school or by enrolling
them in an alternative school. The District’'s second alternative high school opened in 1996,
giving us more seats for students who need a smaller environment to be successful. However,
as our high school population has grown, we have a growing waiting list of students to enroll in
our alternative high schools. Therefore, an additional 150-student alternative high school has
been built using proceeds from the Series 2002 bond issue. The school opened in the fall of
2005. Also, a new alternative middle school opened in portable buildings in the Fall of 2006
with an initial enrollment of about 75 in grade 7. It was expanded to include grade 8 in the Fall
of 2007.

MERIDIAN SCHOOL DISTRICT
5-YEAR COMPARATIVE DROPOUT CALCULATIONS FOR GRADES 9-12

9th 10th 11th 12th

Enrollment Dropouts Rate |Enroliment Dropouts Rate |Enroliment Dropouts Rate |Enrollment Dropouts Rate

2007-08
2006-07
2005-06
2004-05
2003-04

2,453
2,544
2,414
2,325
2,049

2.01%
1.50%
0.83%
1.25%
2.00%

2,376
2,271
2,332
2,150
1,900

1.53%
1.63%
1.29%
1.91%
2.37%

2,178
2,180
2,071
1,967
1,673

1.79%
1.62%
1.83%
2.14%
2.15%

2,067
1,918
1,936
1,795
1,639

1.78%
2.73%
2.32%
2.73%
3.78%

Budget Publication and Awards

Each year, as we prepare our budget publication, the goal is to include information that will
provide readers with the essence of Jt. School District No. 2. Our budget document tells our
story in narrative, pictorial, and numeric terms.

The Government Finance Officers Association of the United States and Canada (GFOA)
presented a Distinguished Budget Presentation Award, for the sixth consecutive year, to Joint
School District No. 2 for its annual budget for the fiscal year beginning July 1, 2008. In order to
receive this award, a governmental unit must publish a budget document that meets program
criteria as a policy document, as an operations guide, as a financial plan, and as a
communications device.

This award is valid for a period of one year only. We believe our current budget continues to
conform to program requirements, and we are submitting it to GFOA to determine its eligibility
for another award.

The annual budget for the fiscal year beginning July 1, 2008, also received, for the eighth
consecutive year, the Association of School Business Officials International (ASBO) Meritorious
Budget Award. In order to receive this award, a school district must publish a budget document
that meets program criteria similar to the GFOA award.
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This award is valid for a period of one year only. We believe our current budget continues to
conform to ASBO program requirements, and we are submitting it to ASBO to determine its
eligibility for another award.

This budget document is available on the District’s web site.

I’'m confident that next school year will be one filled with many successes as we continue our
commitment to excellence in education.

Sincerely,

UL

Dr. Linda Clark
Superintendent
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