Report on Muncie Community Schools
Administrator Assistance
Emergency Manager
September 12, 2017

General Update:

I Budget and structural deficit

I Challenges facing the district
A. Remaining a viable school district.
(1) Overcoming the loss of students and the resulting financial impact. The district
is expected to lose more students than originally projected, maybe as many as
500 students.
(2) Finding a way to maintain buildings without needed financial resources.
(3) Right sizing the district in terms of facilities and programs.

B. Presenting a positive image in the face of financial difficulties to help retain students.

1. Actions taken to-date
A. Actions taken by the district

(1) The district has taken several cost cutting steps over the last two years but
remains in deficit spending.

(2) The district privatized food services, custodial services, nursing services,
selected a new transportation vendor and closed and sold its Administration
Building to Ball State University.

(3) Major cost savings initiatives the school district has in place for 2017-2018
school year

a. Closed three buildings - Mitchell, Storer and Sutton Elementary Schools -
with an estimated staffing cost reduction of over $2.4 million.
aa. Eliminated 30 elementary teaching positions with an estimated
savings of $1.8 million (approximate average of $60,000 per

teacher).




bb. Eliminated three elementary principal positions and an
administrative assistant position for an estimated savings of
$428,678.

cc. Eliminated three media specialist positions at an estimated savings
of $176,505.

b. Made other staffing cuts beyond the three elementary schools closed

aa. Eliminated five administrative support staff positions for an
estimated cost savings of $185,000.

bb, Eliminated three additional media specialist positions for an
estimated cost savings of $176,505.

dd. Eliminated seven and half secondary teachers and a half-time
assistant high school athletic director for an estimated cost savings
of $509,960.

(4) The district has eliminated other staffing positions but it is difficult to get an
accurate picture of the total size of the staff cuts until there is an opportunity
to analyze the payroll of September 20. It will take to some time to review

that payroll to arrive at an exact number of staff reductions.

B. Actions taken by the Emergency Management Team

(1) We have been meeting with Muncie Mayor, Dennis Tyler, to explore ways the
City of Muncie may be able to assist the school district. The meetings have been
encouraging.

(2) We have met with Bond Counsel, Thomas Peterson, to discuss how to address
the $10 million needed to complete the work planned through the General
Obligation Bonds secured by the school district in 2014.

(3) We have met with H.J. Umbaugh and Associates and discussed how to address
the school district’s debt. We will be meeting again soon to explore possible
ways to restructure the school district’s debt, which would be extremely
beneficial for the district.

(4) We made a request to local lenders in Muncie for a short-term loan of $4.5
million to be secured in three monthly instaliments of $1.5 million each in

October, November and December if needed, with repayment of the loan in



(5)

(6)

January through a tax anticipation warrant. The school district may not have
enough money to pay all of its bills in November and the short-term loan would
help the district meet operation costs.

We have worked with the Muncie Teachers Association (MTA) on behalf of the
school district and completed a Memorandum of Understanding for the
reimbursement of teacher health insurance benefits for the past two contract
years.

a. The teacher contract for the school district as determined through the Fact-
Finding process by the Indiana Education Employment Relations Board
(IEERB) resulted in the teachers having to pay higher health insurance
premiums for 2015 —~ 2016 and 2016 — 2017.

b. The Emergency Management Team worked with the MTA to determine how
teachers would repay the money.

¢. This was a very successful first step with the Muncie Teachers Association
and resulted in the school district being able to secure a significant
reimbursement of money.

The Emergency Manager’s financial advisor is working closely with the Muncie
Schools’ Chief Financial Officer to analyze expenses and revenue and to develop
the district’s 2018 budget.

Muncie Community Schools serves as the Lead Educational Agency (LEA) for the
area wide special education, career and technical education, and Delaware
County Youth Opportunity Center’s school expulsion and suspension programs.
The schools participating in these cooperatives pay their participation costs at
the end of year and not upfront as services are delivered. We are working with
school district leaders and the Indiana Department of Education to determine if
there is a way for the school districts to pay these costs upfront during the year
without increasing federally mandated maintenance of effort costs that would
result from one year of double payments. This will improve the district’s cash
flow if it can be accomplished.

We are working with the school district to market and sell closed school
buildings and unused property. Today, all facilities will be officially marketed for

sale per IC 6-1.1-20.3-7.1.



Goals for Muncie Community Schools
A. Reduce General Fund Budget to $38 million over the next two years.
(1) Goal would be to reduce spending by $4 — 6 million
{(2) Reductions in expenditures would come from
a. Staffing reductions
b. Program modifications and elimination
c. Closing facilities to right sizé the district to a district of eventually 4,000
students

d. Significant cuts in teacher health insurance costs
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August 1---—-HEALTH COST SAVINGS-Appendix A
ANNUAL COST FOR THE SCHOOL VS STATE PLAN-CERTIFIED STAFF

CURRENT MUNCIE PLAN CDHP-1
CURRENT MUNCIE # of Total Annual COVERAGE STATE MUNCIE # of Total
PLAN Participants Cost PLAN Participants Annual Cost
UNION
S 10,540.08 X 200 = § 2,108,016.00 Single $ 7,090.20 X 200 = $ 1,418,040.00
S 21,079.58 X 67 = $ 1,412,331.86 Emp+1 S 20,195.76 X 67 = $ 1,353,115.92
S . 26,499.87 X 117 = $§ 3,100,484.79 Family S 20,195.76 X 117 = $ 2,362,903.92
384 S  6,620,832.65 384 $ 5,134,059.84
/i
MCS COST OF CURRENT PLAN MCS COST OF GOING TO STATE PLAN CDHP-1
CURRENT MUNCIE # of Total Annual COVERAGE STATE MUNCIE # of Total
PLAN Participants Cost PLAN Participants Annual Cost
UNION
S 1Q,115.40 X 200 = § 2,023,080.00 Single ’ S 6,333.60 X 200 = § 1,266,720.00
S 17,285.26 X 67 = $§ 1,158,112.42 Emp+1 S 17,877.60 X 67 = $ 1,197,799.20
S 21,729.89 X 117 = $§ 2,542,397.13 Family S 17,877.60 X 117 = § 2,091,679.20
384 $ 5,723,589.55 384 $ 4,556,198.40
September 1-----HEALTH COST SAVINGS-Appendix A
CURRENT MUNCIE PLAN CDHP-1
CURRENT MUNCIE # of Total Annual COVERAGE STATE MUNCIE # of Total
PLAN Participants Cost PLAN Participants Annual Cost
- UNION
S 10,540.08 X 184 = $§ 1,939,374.72 Single S 7,090.20 X 184 = S 1/304,596.80
S 21,079.58 X 52 = § 1,096,138.16 Emp+1 S 20,185.76 X 52 = $ 1,050,179.52
S 26,499.87 X 94 = § 2,490,987.78 Family S 20,195.76 X 94 = $ 1,898,401.44
330 $ 5,526,500.66 330 S 4,253,177.76
MCS COST OF CURRENT PLAN MCS COST OF GOING TO STATE PLAN CDHP-1
CURRENT MUNCIE # of Total Annual COVERAGE STATE MUNCIE # of Total
PLAN Participants Cost PLAN Participants Annual Cost
UNION
S 9,591.47 X 184 = $ 1,764,831.00 Single S 6,333.60 X 184 = $ 1,165,382.40
S 16,231.28 X 52 = S 844,026.38 Emp+1 S 17,877.60 X 52 = § 929,635.20
S 20,404.90 X 94 = $§ 1,918,060.59 Family S 17,877.60 X 94 = $§ 1,680,494.40
330 I S  4,526,917.97 l 330 $ 3,775,512.00




