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A Joint Meeting of the Albemarle County Board of Supervisors and School Board was held October 1, 2008 at 4:00 p.m. in Room 241, County Office Building, 401 McIntire Road, Charlottesville, VA 22902
School Board Members Present: Mr. Brian Wheeler; Mr. Jon Stokes; Mrs. Diantha McKeel; Mrs. Barbara Massie Mouly; Mrs. Pamela Moynihan (arrived at 4:26 p.m.); and Mr. Ronnie Price, Sr. (arrived at 4:26 p.m.) 

School Board Members Absent: Mr. Stephen Koleszar 


Board of Supervisor Members Present: Mr. Dennis Rooker; Mr. Lindsay Dorrier; Ms. Ann Mallek; Mr. Ken Boyd; Mr. David Slutzky; Ms. Sally Thomas


Board of Supervisor Members Absent: None 

Staff Present: Dr. Pamela Moran, Superintendent; Dr. Bruce Benson, Assistant Superintendent for Student Learning; Mr. Jackson Zimmermann, Executive Director of Fiscal Services; Mr. Robert Tucker, County Executive; Mr. Tom Foley, Assistant County Executive; Ms. Kimberly Suyes, Director of Human Resources; Mrs. Ella Jordan, Clerk of the Board of Supervisors; Mrs. Jennifer Johnston, Clerk of the School Board; and Mrs. Pauline Meehan, Deputy Clerk of the School Board. 

 
Agenda Item No. 1. Call to Order 

 
 At 4:13 p.m., Mr. Boyd, Chairman of the Board of Supervisors, called the Board of Supervisors to order.  Mr. Wheeler called the School Board to order. 

Agenda Item No 2. Discussion: Total Compensation Report.

Dr. Benson, Mr. Foley, and Ms. Suyes summarized the staff report, which is on file in the School Board Clerk’s Office.  


Mr. Wheeler read an email he received from a School employee – Mr. Richard Wright, a sixth grade teacher at Henley Middle School – who thanked the Board for his pay raise.

Ms. Suyes presented information on market-adjusted scales, noting that classified employees were adjusted by 2.5 percent so Albemarle is below scale by 1.26 percent. Using the WorldatWork projections (2.6 percent), Albemarle would need a 3.0 percent scale to maintain competitive strategy. She said that classified salary increase, the market gave a 3.63 percent and Albemarle is below that; WorldatWork is at 3.3 percent, so Albemarle is looking at a 3.93 percent needed to maintain the competitive market position.

Ms. Thomas asked when WorldatWork does their survey. Ms. Suyes responded that WorldatWork does their projections in April.

Mr. Boyd noted that the County decided to deviate from WorldatWork projections last year based

on County projections; they were a percentage off. Ms. Suyes said WorldatWork had a 4.0 percent

projection last year but the adopted market increase was 3.63 percent; the County gave a 3.35 percent

increase. The County did not deviate from WorldatWork; it is a piece of information that the County uses.

She said that that has been a consistently strong measure.

Mr. Rooker asked what it would mean in terms of a raise for an employee if both salary and scale were increased by three percent. Ms. Suyes said that scale rarely affects someone who is already employed, but teachers include step or scale adjustment increases. She explained that classified employees get a merit increase, but teachers might get more because there is a focus on getting them into that top quartile.

Mr. Rooker stated that he just wants to clarify that the increases are not cumulative, noting that generally a three-part compensation strategy is adopted. He wants to know what the total budget allocation to compensation would be as compared to last year’s allocation. He understands that the benefits (medical) part is an additional piece.

Mr. Wheeler said for the first time this year, the Boards have estimates on the total cost of what the data is suggesting is needed. That information was not available last year.
 
Mr. Slutzky asked if there is a reasonable way every year to look at the comparison communities and make adjustments. Ms. Suyes responded that cost of living has not been a consideration in that, and when the 30 organizations were identified as the “market,” it was clear that that was not going to be a factor.

Mr. Slutzky emphasized that if the goal is to attract the top quartile teachers, the market needs to be competitive and part of that is taking cost of living into account. Ms. Suyes said that if the Boards want that to be included as part of the competitive strategy, that could be done.

Mr. Rooker emphasized that that’s why the top quartile benchmark was adopted for teachers, as well as the higher standards for national and regional general government positions. There was a response to the market conditions.

Mr. Slutzky also mentioned the strategic planning goal to build a “world-class” workforce. He said that it might be useful for Ms. Suyes to provide cost-of-living data. Ms. Suyes said that she has provided that in the past – which yielded a change to the top quartile instead of changing the competitive market benchmarks. Ms. Suyes said that she gets that data regularly, but using that would change the current model.


Mr. Slutzky said that perhaps the retention rates and application numbers would need to be viewed as related to cost of living.

Dr. Moran stated that Albemarle is able to benchmark against specific Virginia localities with a high cost of living rate – Northern Virginia, Prince William, Loudon, Charlottesville, Fluvanna, etc.  In terms of benefits, Ms. Suyes reported that the County is looking at a 12 percent increase in medical plan costs and a five percent increase in dental plan costs – and sometimes the County has little or no costs. She also explained that there were nine claims that were over $150,000, including several accidents. Ms. Suyes added that Albemarle has done well overall with prevention initiatives and they are very happy with the health and wellness of the employees. She emphasized that most of the time, medical plan increases are very low, but this year is an exception.


Ms. Thomas asked if there is any indication that the aging of the County’s workforce is affecting medical plan costs. Ms. Suyes said she has asked for some additional information to see if that is the case. She is hoping to have some additional data in the next couple of days.


Mr. Foley addressed the Board, noting that the County’s General Fund budget is about $224.0 million for this year. There is a revenue shortfall that has been allocated between capital, schools and local government; about a month ago the amount was $4.1 million. Staff has also factored in another $500,000 in additional State reductions. In addition there have been other adjustments downward on some revenue sources. The local government revenue shortfall went from $1.4 million to $2.5 million.


Mr. Foley said that for the upcoming year, it is anticipated that a $3.0 million shortfall will likely start off the fiscal year. Staff is anticipating cumulatively in 2010, a reduction of $1.0 million in State revenues. He clarified that this is the projection in 2010 based on the Five-Year Financial Plan and latest estimate of revenues. Mr. Foley said that the downturn this year adjusted the whole base for 2010, so that “black hole” is being continued into the new fiscal year, with the comparative point being the Five-Year Plan – based on revenue projections. He noted that this is just the local government side, not schools. 
Mr. Foley explained that the revenue side would need to cover that gap of $3.0 million, but the Board’s adopted Five-Year Financial Plan for expenditures actually makes that gap $9.3 million. He said that there are projections for cost increases for the Jail, CSA, etc. Staff has incorporated salary (4%) and benefit increases (12%) as presented earlier, and Board initiatives for 2010 – opening two fire stations, adding new police officers, adding funds for transit and housing, as well as other impacts of capital projects that have been planned for a number of years. Mr. Foley noted that some items are not really optional, but others could be delayed. He said that this number also includes tax increases (FY 2010 and FY 2011) approved in the Five-Year Financial Plan, so if they are left out that amount would be even greater. Mr. Foley confirmed that that amount was a penny in 2010 and a penny in 2011. He noted that effectively in FY 2010 the amount is actually a penny and a half, because taxes raised for FY 2011 has a half-year current year impact.

Mr. Foley said a couple of weeks ago staff talked with the Board about the need to freeze an additional 15 positions. He reported that there is a total of 32 frozen positions, and that has reduced the shortfall from $9.3 million to $8.6 million. He said that if the initiatives for the first year of the Five-Year Plan are removed, that shortfall could be reduced to $5.5 million – with salary and benefit increases kept as they are, as well as meeting increased Jail and CSA costs. Mr. Foley also reported that eliminating salary increases could reduce the shortfall to $3.6 million; local government share of the lockbox money could save another $600,000, leaving a $3.0 million shortfall. He added that freezing 32 more positions and coming up with another $1 million in operating expense reductions would bring the County back to even. Mr. Foley said that there would also be additional tax scenarios presented when the Board talks about the Five-Year Plan in November.

Mr. Foley explained that if the tax increase was 3 cents instead of a penny and a half, it would generate about $1.0 million extra. He added that there was approximately a $500,000 cut from the State this fiscal year, and that cut is now between $2.0 million and $3.0 million, and that may not even be conservative enough. Mr. Foley said that by mid-to-end October there should be more specific figures available from the State.

Dr. Benson addressed the Boards, stating that the Schools started out with $151.0 million. They now need to reflect the shortfall in local revenues of $2.1 million. He said that there have not been school cuts from the State this fiscal year, but there would likely be for next year – perhaps a $3.0 million cut based on estimates and Governor Kaine’s comments; which would bring the school’s deficit to $5.1 million. Mr. Benson explained that schools are looking at another $754,000 reduction in revenue projections from the locality going into next fiscal year as well, bringing the total deficit to $5.85 million. 

During past years staff turnover has saved about $1.0 million through hiring of less experienced workers, although he thinks there will be less turnover this year. Mr. Benson said that increases in health and dental would be about $1.35 million for a deficit of $6.2 million. In order to maintain current strategies, Mr. Benson said that classified salary increases would be $1.5 for a deficit of $7.7 million; teacher compensation increases would be $2.6 million for a deficit of $10.3 million. He also said that what is not included here are any initiatives from the school side, and those agreed on before are left out.


Mr. Slutzky said the Boards may want to recognize the school initiatives the School Division thought were important should be recognized so that everyone is aware of what is being given up.  To look at what is needed to close the deficit, Mr. Benson said that increasing class sizes by one student would save about $1.4 million; reducing support staff would yield about $682,000; eliminating retirement bonuses would yield about $250,000; reducing funding for replacement cycles for learning resources and computers would generate about $224,000. But he emphasized that that would still leave a sizeable deficit - $7.7 million.


Mr. Benson emphasized that the $5.5 million shortfall for local government and the $10.3 million shortfall for schools do not represent any new initiatives.

Mr. Rooker said that a comparable number on the local government side would be $9.3 million, not $5.5 million. In order to get to $5.5 million, local government would have to freeze another 17 or 15 positions.

Mr. Foley said that new initiatives on both sides were taken out to get to these comparable numbers.


Mr. Foley explained that if the lockbox penny is used, that will have a $600,000 effect on the $5.5 million; salaries taken out will have another $1.8 million effect. The key on these two numbers – $5.5 million and $10.3 million – is they do include the full salary and benefit increases, but obviously with that there are some significant deficits to deal with.

Mr. Boyd asked how much is left in the County and School system fund balances. Mr. Foley replied that he does not have those numbers, but they are just one-time savings. Mr. Boyd said that there has been a pattern there.

Mr. Foley said that the Five-Year Financial Plan discussion will include fund balance discussion and details on revenues and other expenditures. He added that there is a significant amount of work going into the Capital Improvements Program (CIP), but obligations for paying debt are eating up most of the revenue going into the CIP. He added that formula that generates the money that goes to Capital also pays debt off top. Mr. Foley mentioned that the revenues generated to go to Capital are “way down” and the year-end transfer will also be way down, as will proffer revenues. He said that the CIP must be significantly adjusted because once debt obligations are met there is not much to work with. Staff is going to be scraping by in the Capital even when they move some projects out and do some different things.

Mr. Foley said that staff is going to recommend suspending the CIP process this year and making it an adjustment year – not a full review year – because there is already a struggle to move projects around and keep it above zero.

Mr. Boyd said that he would like to see the same presentation for operating funds be given for the CIP.


Mr. Slutzky said that he would not want to have the only option being doing away with projects just because the revenues are gone right now. Expectations have been created.


Mr. Foley stated that if the Board wanted to take a penny from Capital and use it for operating, it would generate about $1.6 million to be split 60/40; which would be about $600,000 for local government.
Mr. Dorrier asked if new student projections for new students were accurate for schools this year.  Dr. Moran replied that the projections were within eight, and they have more students this year than last year. Ms. McKeel clarified that there were 45 to 50 new students overall.

Ms. Thomas noted that enrollment might go up as parents pull their children out of private schools. Dr. Moran said they have seen an increase in some schools. Ms. McKeel added that in certain areas, people are moving in with grandparents so school enrollment figures are changing.


Mr. Rooker asked if anyone knows what the State plans to do about salary raises. Mr. Price reported that the two percent pay increase is still in for State employees at the University of Virginia, and the expectation is it would stay there.

Mr. Foley said that the information presented today is the best available at this time, and if there is agreement from the Boards as to how to proceed, now would be the time to do that.


Mr. Boyd said he is not sure the Boards are in a position to do anything other than to wait and see.


Mr. Foley said he thinks both staffs will say that they do not know that there will be any more significant information available in the next month or so. There is some anticipation that the State will cut local government even more than projected.

Mr. Slutzky suggested that as information on options is provided by staff, he would like to see information on revenue options to fill gaps and encouraged staff not to assume the Board would automatically make certain cuts.


Mr. Rooker said that the number is there as a $9.3 million shortfall.


Ms. Thomas added that the worse-case scenario is $16.0 million deficit. She said that a ten-cent tax increase would be needed to cover that, just to put a number on what is happening here.

Mr. Dorrier asked when the deficit occur – at the end of the fiscal year or middle of the year. Mr. Foley noted that there is an existing deficit this year that will need to be made up – part of it will be filled by freezing positions, but there is still $600,000 to go and departments are looking at five percent reductions.  Hopefully those five percent reductions would carry forward to the next year to help with the added deficit.  

Mr. Slutzky commented that there would need to be a significant tax increase to get to what the

County has historically promised, so the deficit in the Comprehensive Plan fulfillment might need to be discussed.

Mr. Boyd commented that the Comprehensive Plan is a guide and not an absolute, definite that this is what the County plans to do.

Mr. Slutzky said it is a document of expectations from the public.


Mr. Rooker said this is a classic situation where the only thing the Board can adjust is the real estate tax rate when State revenues are flat or being cut, sales tax revenues down, and other revenue categories down.

Mr. Boyd mentioned that a majority of income is generated by the economy, with 36 percent coming from real estate taxes. This economy is in a downturn and there is “belt-tightening” needed by government, just as citizens have to do.

Mr. Rooker said to get to $5.5 million, 32 frozen positions have to be maintained in General Government, and that is significant belt-tightening. Beyond that on the expense side will involve layoffs.  On the school side, it will mean substantially increasing classroom sizes.

Ms. Thomas said that another effect of the bad economy is increased reliance on social services, and it puts increasing strains on those departments/agencies if they are understaffed and underfunded.  The County is part of the economy and downturn, but it also becomes the safety net and economic stimulus for a lot of people.

Mr. Wheeler said that he agrees that the economic climate needs to be taken into account, but he feels like the schools tighten their belts every year and a lot of initiatives do not get funded. He added that compensation is a key goal of the School Board and the community. The School Board has made commitments in its Strategic Plans to try to achieve those goals. He thinks that staff needs to understand that the Boards value the contributions they make. He pointed out that cost of living and inflation are running over five percent this year, and even if raises were paid employees they would still be falling behind. Mr. Wheeler added that last year after the Board of Supervisors set the tax rate, the schools lost an additional $1.0 million from the State. He suggested that for the present, the School Division allow Dr. Moran to reflect on these numbers and come back to the School Board, tell them what her recommendation is, and let them give direction on some placeholder for compensation. As one Board member, he does not feel comfortable picking any one number for the compensation piece.

Mr. Rooker agreed with Mr. Wheeler. He stated that the money in the lockbox should be put on the table right now and used in the current budget. In his opinion, this is the reason the Board set aside that penny. The financial situation is even worse than anticipated.

Mr. Boyd said before doing that, he would like to see what is in the fund balances.


Mr. Slutzky commented that two years ago the County had an excessive amount of potential revenue associated with accelerating property values. The Board made a decision to reduce the tax rate by six cents, and he thinks there was an implied argument that if there was a rainy day, the Board may have to come back to the higher rate.


Mr. Rooker said he believes that if the tax rate had been kept the same, the money would probably have been spent. The deficit they are looking at today would then have been worse.

Ms. McKeel suggested that Dr. Moran review the options, looking at worst-case scenario to best case scenario, and bring back a recommendation to the School Board.


Mr. Rooker pointed out that it would be helpful to get information on how competitive market localities are dealing with this crisis and it would be helpful to find out what they are doing.


Mr. Price said that he received an email from Frank Barham of the Virginia School Board Association, and Loudoun is looking at a $176.0 million shortfall because of real estate assessments. Mr. Foley said that Fairfax is at $430.0 million and most localities have frozen positions, and are dealing with the same issues as Albemarle. Mr. Foley added that the County is not dealing with projected deficits; it is dealing with deficits.

Mr. Boyd said he thinks it would be worthwhile for the County to survey surrounding communities to see what they are doing.

Ms. Suyes said she is hesitant to do that because they did it last year and none of the information they received was accurate. She pointed out that Albemarle was under WorldatWork market rates.

Mr. Foley added that the market did not move as much as WorldatWork said it would, but there was also a cumulative effect.

Mr. Boyd commented that economic times are very different today than they were even in April.


Dr. Moran said that the reality is schools are going back to tried and true targets for cutting extracurricular activities, electives, significantly cutting staff and/or freezing positions, shorter work weeks, delaying opening of schools, etc. Dr. Moran reiterated that they are not talking about building on the current budget, but instead backing down from that budget. She added that now is the time for schools to focus on what their vision, mission, and core work needs to be.

Mr. Foley again reiterated that there will likely be a couple years of budget down-turns. He asked if there is going to be another joint meeting of the two Boards so there is a commonality decision on classified salaries.

Ms. McKeel said she thinks there may need to be another meeting in either January or February; this cannot really be decided now.

Ms. Thomas emphasized that the information is here, and this assumes it would be similar to last year.


Mr. Rooker commented that there are no final numbers from the State.


Mr. Wheeler suggested the Boards coming back at the beginning of 2009 and reevaluating this with even more information and a clearer picture of the outlook.

Mr. Boyd said that he would not take off the table the possibility of no salary increases. He thinks that is something that has to be realistically looked at. He added that the University has consistently given lower increases than the County in the past couple of years.


Mr. Slutzky and Mr. Dorrier agreed.


Mr. Rooker noted that UVA. gets around that sometimes by reclassifying employees.


Mr. Foley pointed out that the numbers presented today were based on assumptions from two weeks ago, and would be updated again in early November. Assessments are still coming in. He added that Dr. Moran may be proposing a number that may differ from the number proposed by the County Executive. There will be no joint decision before the Superintendent presents her budget.

Mr. Tucker said when General Government and Schools are building their budgets; he thinks they should both come forward with the same number for compensation. The Boards should probably meet again in November even if they have to meet in February, if the revenues are different. Otherwise two different budgets will be brought forward.

Mr. Slutzky asked why the two divisions could not develop a base line with a range of options.


Mr. Rooker said he thinks the two Boards need time to reflect on the numbers that have been presented. He would suggest not picking a number this afternoon. He also suggests the two Boards get together in another month to look at any additional information and then try to come up with the best decision.

Dr. Moran emphasized that schools need to work with what they have got now to see what will happen with salaries. She is concerned about employees losing ground. She needs to give her Board some perspective at the end of October.

Mr. Price clarified that all of UVA’s salary increase money for classified staff comes from the State, and there is “no extra bucket of money there.” He also said that if the health care costs are taken into account, with no salary increases, employees would make less in a declining economy and that concerns him.

Mr. Rooker said it would be helpful to have information on salary increases for UVA’s classified employees for the last five years.


Agenda Item No. 3. Other Matters Not Listed on the Agenda.  None.

Agenda Item No. 4. Adjournment.

At 5:54 p.m., Mrs. Moynihan offered a motion to adjourn the meeting of the Albemarle County School Board.  Mrs. McKeel seconded the motion, and the motion passed. 


Mr. Rooker offered a motion to adjourn the Board of Supervisors to October 8, 2008 at 3:30 p.m.  Mr. Slutzky seconded the motion.  Roll was called, and the motion passed by the following recorded votes: 

AYES: Mr. Rooker, Mr. Slutzky, Ms. Thomas, Mr. Boyd, Mr. Dorrier and Ms. Mallek.

NAYS: None.

Motion carried by a 6:0 vote.
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