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1.0 Introduction

Like most school districts in the province, the Vancouver Board of Education (VBE) is estimating that
it will be facing a substantial budget funding shortfall for 2011/2012. The precise magnitude of the
funding shortfall for the VBE will not be known until the Province announces the 2011/2012
preliminary operating grants for school districts on March 15, 2011. However, at this time, it is
projected that the VBE will be facing a preliminary operating funding shortfall of $11.86 million.

In accordance with the School Act, school districts in the province must approve a balanced budget.
The purpose of this report is to provide background information for the budget process and assist in
the development of budget balancing proposals for the 2011/2012 budget.

The major components of this document are:

The historical financial information section which was based on amended annual (final)
budgets for the years 2005/2006 to 2009/2010 and the annual (preliminary) budget for
2010/2011 and shows comparative enrolment, staffing, revenue and expenditure information;
The 2011/2012 Base Budget section includes information on major assumptions made when
building the base budget, quantifies the impact of contractual and legislative constraints on the
budget, provides a summary of revenue and expense by type and the projected 2011/2012
operating funding shortfall;

The local capital reserve section provides an updated local capital balance projection for
2011/2012;

The three year operating budget projection section details the key assumptions used in
building the projections for 2012/2013 and 2013/2014;

The division base budget detail section provides brief descriptions with respect to the
programs and services provided by each division, organizational charts and a summary of
budget by account.

The VBE tracks and reports revenues and expenditures under three separate funds: the operating
fund, special purpose fund and capital fund. The following provides a description of each fund:

e Operating Fund — includes operating grants and other revenues used to fund instructional
programs as well as school and district administration, facility operations and
maintenance and transportation costs;

e Special Purpose Funds — include separate funds established to account for contributions
received from the Ministry of Education or other sources that are restricted for a
particular purpose (e.g., Annual Facilities Grant, CommunityLINK, School
Generated Funds); and

e Capital Fund — includes capital expenditures on facilities and equipment funded from
Ministry of Education capital grants, the Operating Fund and Special Purpose
Funds.

This document is focused on the Operating Fund.
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1.1 Historical Information

The information in this section includes comparative final budget information for the years 2005/2006
to 2009/2010 and preliminary budget estimates for 2010/2011.

1.1.1 Enrolment

Funded student enrolment declined by 770 FTE from 2005/2006 to 2006/2007, increased by 454 FTE
from 2006/2007 to 2007/2008 due to the change of the provincial funding formula for grades 10 to 12
to a course based model, declined by 740 FTE from 2007/2008 to 2008/2009, declined by 385 FTE
from 2008/2009 to 2009/2010, and was estimated to decline by 84 FTE from 2009/2010 to 2010/2011
due to a reduction in enrolment for grades 1 to 12 slightly offsetting the increase in FTE due to the
partial implementation of All Day Kindergarten.

VBE Enrolment History
Regular, Distributed Learning, Adult and International

(FTE)
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Source: 2005/2006~2009/2010 Ministry Full-Year Funding Allocation System
Note: 09/10 Distributed Learning enrolment adjusted for Distributed Learning Audit

Since 2005/2006 regular, ESL and Aboriginal enrolment have been steadily declining. At the same
time Level 1 and 2 Special Education enrolment has been consistently increasing from 1,347 FTE in
2005/2006 to an estimated 1,726 FTE for 2010/2011. Level 3 Special Education enrolment dipped
from 512 FTE in 2005/2006 to 415 FTE in 2007/2008 and has been increasing since then being
estimated to reach 670 FTE in 2010/2011.

Student enrolment in the Distributed Learning program has increased from 362 FTE in 2005/2006 to a
peak of 1,432 FTE in 2008/2009 followed by a decline of 111 FTE in 2009/2010. The decline trend is
not expected to continue in future years.

International student enrolment has varied from year to year mainly due to global economic
conditions, but has increased from 869 FTE in 2005/2006 to a projected 981 FTE for 2010/2011.

The history of enrolment for different categories of students is graphed below.
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Source: 2005/2006~2009/2010 Ministry Funding Allocation System - Full-Year

Note: 2005/2006 Distributed Learning enrolment represents September enrolment
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1.1.2 Revenue and Expenditure

Since 2005/2006 both revenue and expenditures have increased principally due to labour settlement
costs and corresponding funding received from the province. Funding and expenditure reductions
have also been experienced due to reductions in enrolment. The following table summarizes final
budget information for the years 2005/2006 to 2009/2010 and the preliminary 2010/2011 budget.

Revenue and Expenditures Summary
2005/2006 2006/2007 2007/2008 2008/2009 2009/2010 Pzr 211%?2;3

Final Budget Final Budget Final Budget Final Budget Final Budget Budget y
Revenue $ 41083 $ 44348 $ 45844 3% 474.00 $ 48334 $ 480.51
Prior Year Operating Surplus and )
Transfer from LCR 7.04 6.52 17.96 17.09 4.34
Expenses (404.05) (445.18) (460.06) (485.23) (493.38) (482.91)
Reduction of Unfunded Liability
and Interfund Transfers (6.78) (3.80) (1.35) (2.86) (4.16) (1.94)

$ 0.00 $ 154 $ 354 $ 387 % 290 $ (0.00)

Source: 2005/2006~2009/2010 Amended Annual Budget submissions, 2010/2011 Annual Budget submission

From 2005/2006 to 2010/2011 budgeted revenues have increased by $69.68 million. This increase is
mainly due to increases in provincial grants meant to fund negotiated labour settlement costs for
employee groups. Annually, Provincial Grants accounted for over 90% of VBE revenues.

Revenue by Source

($ Millions)
483.34 480.51
$500.00 — 458.44 474.00 R
443.48 NN
$450.00 | 410.8 w
$400.00 —
$350.00 —
$300.00 +
$250.00 +
$200.00 +
$150.00 —
$100.00 —
$50.00 |
$ b
2005/2006 | 2006/2007 | 2007/2008 | 2008/2009 | 2009/2010 | 2010/2011
O Fees, Rentals, and Other Revenue| $25.20 $26.57 $28.12 $27.70 $24.35 $23.49
O Provincial and Other Grants $385.63 $416.91 $430.32 $446.30 $458.99 $457.02

Source: 2005/2006~2009/2010 Amended Annual Budget submissions, 2010/2011 Annual Budget submission
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Fees, rentals and other revenue have decreased from $25.21 million in 2005/2006 to $23.49 million in
2010/2011 principally due to the change of summer school from a fee paying to a provincially funded
program. The following table details the categories of locally generated revenue. Offshore tuition fees
represent over 40% of the VBE generated revenues.

VBE Fees, Rental, and Other Revenues
($ Millions)
?005/2006 ?006/2007 ?007/2008 ?008/2009 ?009/2010 ;Zt%?g;:'y
Final Budget Final Budget Final Budget Final Budget Final Budget Budget
Francophone Education Authority $ 153 $ 153 $ 153 $ 101 $ - $ -
Summer School Fees * 3.12 3.12 0.34 0.42 0.13 0.49
Continuing Education 3.80 4.19 4.25 3.86 2.26 2.62
Offshore Tuition Fees 11.54 11.47 13.42 1251 12.53 12.56
Miscellaneous
Miscellaneous Income 0.25 1.08 1.63 2.71 3.42 2.02
Instructional Cafeteria Revenue 2.25 2.25 2.25 251 251 251
Rentals and Leases 1.79 1.83 2.15 2.54 2.54 2.79
Investment Income 0.93 1.09 2.54 2.15 0.95 0.50
Total Fees, Rental, and Other Revenues  $ 2521 $ 2657 $ 2811 $ 27.71 % 2435 $ 23.49

Source: 2005/2006~2009/2010 Amended Annual Budget submissions, 2010/2011 Annual Budget submission
* Summer school funded by Ministry of Education as part of the operating grant starting in 2007/2008.

The budgeted expenses by function and by type are shown in the graphs below. Each year,
approximately 83% of the total expenses were allocated to instruction, followed by operations and
maintenance, district administration, transportation and housing and the reduction of unfunded
employee future benefits liability and interfund transfers.

Expense by Function

($ Millions) 48809 9754 4gags
$500.00 461.41 —_—
R 448.98 =

$450.00 - 410.83

$400.00 -

$350.00 -

$300.00

$250.00

$200.00

$150.00

$100.00 -

$50.00 +
s [
2005/2006 | 2006/2007 | 2007/2008 | 2008/2009 | 2009/2010 | 2010/2011
O Reduction of Unfunded Liability and $6.78 $3.80 $1.35 $2.86 $4.16 $1.94
Interfund Transfers

O Transportation and Housing $3.41 $3.09 $3.09 $3.05 $3.06 $2.66
0O Operations and Maintenance $49.69 $53.71 $56.96 $59.81 $58.06 $54.91
@ District Administration $8.70 $9.61 $13.19 $15.77 $15.38 $13.53
O Instruction $342.25 $378.77 | $386.82 $406.60 $416.88 | $411.81

Source: 2005/2006 ~ 2009/2010 Amended Annual Budget submissions, 2010/2011 Annual Budget submission
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The budgeted expenses by object of expenditure are shown in the graph below. Every year, over
90% of VBE's budget is allocated to salaries and fringe benefits with the balance being allocated to
supplies, services, utilities and other costs.

Expense by Type
($ Millions)

48809 49754 4g4g5
$500.00 448.98 461.41 - P
$450.00 |  410.83 i -
$400.00 -
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$300.00
$250.00
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$- 4 b
2005/2006 | 2006/2007 | 2007/2008 | 2008/2009 | 2009/2010 | 2010/2011
O Reduction of Unfunded Liability and $6.78 $3.80 $1.35 $2.86 $4.16 $1.94
Interfund Transfers
O Services and Supplies $43.27 $42.60 $47.45 $48.23 $44.87 $35.67
@ Employee Benefits $66.52 $72.89 $79.67 $85.47 $88.27 $91.04
0O Salaries $294.26 $329.69 $332.94 $351.53 $360.24 $356.20

Source: 2005/2006~2009/2010 Amended Annual Budget submissions, 2010/2011 Annual Budget submission

1.1.3 Staffing

From 2005/2006 to 2010/2011 total VBE staffing has increased slightly (6.65 FTE). Most of the staff
increase was due to changes in educational assistants (for students with special needs) and support
staff. Since 2005/2006, support staff changes have included additional supervision aides for student
safety, and a refined FTE calculation for hourly trades and outside workers. The number of teachers
has decreased by 157 FTE from 3,284.78 in 2005/2006 to 3,127.49 FTE for 2010/2011 primarily due
to enrolment decline.

Staffing by Type

2005/2006 2006/2007 2007/2008 2008/2009 2009/2010 2010/2011

Teachers 3,284.78 3,261.20 3,189.22 3,186.34 3,201.77 3,127.49
Principals / Vice Principals * 195.00 197.00 195.00 198.30 199.83 193.80
Other Professionals 111.58 110.28 111.10 114.90 114.19 100.70
Education Assistants 676.45 711.17 741.87 801.25 835.36 807.01
Support Staff 1,212.89 1,240.21 1,249.91 1,259.63 1,281.93 1,258.35
Total 5,480.70 5,519.86 5,487.10 5,560.42 5,633.08 5,487.35

Source: 2005/2006~2009/2010 Form 1530 submission, 2010/2011 Annual Budget submission
* includes District Principals and Adult Education Centre administrators; does not include Night School administrators.
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The following table provides a history of students to staff ratio for each staffing category. Although not
all staff vary directly with the number of students, it is a broad measure of the ability of staff to support
the needs of students and the district.

Overall, enrolment has decreased while staffing has increased slightly over this period. Accordingly
the number of students supported by each staff member in the district has decreased from 10.61
students/staff in 2005/2006 to 10.32 students/staff in 2010/2011. The number of students per teacher
(enrolling and non-enrolling), however, has increased slightly from 17.71 students/teacher to 18.11
students/teacher. The students/staff ratio for other professionals increased from 521.32 in 2005/2006
to 562.50 in 2010/2011 mainly due to staff reductions. The largest percentage change in
student/staffing ratios has been for educational assistants (18%) due to the growing number of
students requiring special needs assistance.

Students / Staff Ratios

2005/2006 2006/2007 2007/2008 2008/2009 2009/2010 2010/2011

Teachers 17.71 17.60 18.14 17.92 17.72 18.11
Principals / Vice Principals * 298.30 291.37 296.68 288.01 283.88 292.28
Other Professionals 521.32 520.49 520.73 497.07 496.77 562.50
Educational Assistants 85.99 80.71 77.98 71.28 67.91 70.19
Support Staff 47.96 46.28 46.29 45.34 44.25 45.01
Total 10.61 10.40 10.54 10.27 10.07 10.32

Source: 2005/2006~2009/2010 staffing based on Form 1530 submission, 2010/2011 based on Annual Budget submission;
2005/2006~2009/2010 enrolment based on Ministry Full-Year Funding Allocation System
* includes District Principals and Adult Education Centre administrators; does not include Night School administrators.

Staffing by Employee Group
2007/2008 2008/2009 2009/2010 2010/2011

CUPE 15 1,132.38 1,183.03 1,239.44 1,197.21
CUPE 407 69.60 80.00 80.00 101.00
IUCE 721.90 721.85 721.85 720.15
Night School Administrators 2.80 2.14 2.14 0.91
Excluded Staff and District Principals 113.30 119.90 119.19 105.70
School Administrators - Admin Time 149.59 149.25 151.58 136.19
School Administrators - Teaching Time 40.41 41.91 41.11 51.70
Teachers / ALC 3,189.22 3,186.34 3,201.77 3,127.49
Trades 67.90 76.00 76.00 47.00

5,487.10 5,560.42 5,633.08 5,487.35

Source: 2005/2006~2009/2010 Form 1530 submission, 2010/2011 Annual Budget submission
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1.2 2011/2012 Base Budget

The Base Operating Budget reflects the estimated costs for 2011/2012 to maintain the same level of
service as provided in 2010/2011. The 2011/2012 Base Budget was developed beginning in
November 2010 based on the 2010/2011 Board approved Preliminary Budget adjusted for projected
enrolment changes, enrolment driven revenue and staffing changes, estimated salary and employee
benefit increases, inflation, and other factors.

The following sections detail major base budget assumptions, budget constraints, budgeted revenue
and expense and the projected funding shortfall for 2011/2012.

1.2.1 Major Assumptions

The base budget estimates for 2011/2012 are based on the following key assumptions:

The projections for 2011/2012 are based on a preliminary estimated decline of 462 FTE in regular
student enrolment, 507.5 FTE in ESL enrolment offset by an increase of 55 FTE in special
education enrolment and an increase of 904.5 FTE due to the expected full implementation of All
Day Kindergarten effective September 2011.

It is estimated that there will be no change in per student operating grants from the province or in
the provincial funding formula.

A gradual phase-out of the $1,359,137 formula transition adjustment introduced by the Ministry of
Education in the 2010/2011 operating grant estimates at a rate of 33% per year.

Staffing entitlements have been adjusted to reflect the projected enrolment levels for 2011/2012. It
is estimated that an additional 16.9 FTE Special Education Assistants will be needed to support
the 55 FTE projected special education enrolment increase, an additional 36.30 FTE Teachers will
be needed to support the net 442.5 FTE projected regular enrolment increase. Base budget
staffing levels have also been adjusted to reflect the impact of board approved 2010/2011 budget
changes that resulted in either one-time savings (e.g. one year suspension of painting) or multi-
year savings (e.g. changes to school administration through attrition).

It is estimated that salary costs will increase by $2.23 million due to salary increments for
teachers, school administrators, and exempt staff offset by turnover savings due to an estimated
70 retirements in 2011/2012.

It is estimated that benefit costs will increase by $1.49 million due to estimated rate increases for
benefits.

It is estimated that in 2011/2012 the cost of goods and services will increase on average by 2% or
$0.52 million. The cost of utilities is estimated to increase by $0.47 million mainly due to a
projected 11.92% increase in the cost of electricity.

No net cost increases for future labour settlements have been included in our estimates (assumes
no increases or that the increases will be fully funded by the Province).

The estimates do not include any allowances for changes in other provincial funding (e.g. AFG,
CommunityLINK, Pay Equity).

The projections have been prepared in accordance with generally accepted accounting principles
(GAAP) for non-profit organizations.

Adjustments have been made for the following one time funding sources in 2010/2011:

Surplus carried forward from 2009/2010 - $1.92 million

Transfers from the Local Capital Reserve - $2.42 million

Budgeted distribution of provincial holdback funds - $0.97 million

One-year premium holiday for Group Life - $0.22 million

One-year suspension of millwork and painting - $1.23 million

One-year savings from the implementation of a Local School Calendar — $1.42 million

OO0OO0O0OO0Oo
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1.2.2 2011/2012 Projected Operating Funding Shortfall

Based on projected cost increases and enrolment changes for 2011/2012, the operating budget
funding shortfall for the VBE is projected to be $11.86 million. The following table outlines the major
components of the projected funding shortfall. Cost increases not funded by the Province represent
the largest contributing factor to the projected funding shortfall. Another significant factor relates to
the one-time funding from prior year surpluses and transfers from LCR that were used to help fund the
2010/2011 budget and cost saving measures approved for only one year.

2011/2012 Projected Operating Budget Shortfall
($ Millions)

June 2010 Revised

Projection  Projection
Enrolment change (Schedule 1)~ $ 124 $ 0.03
Salary and Employee Benefits changes ? (Schedule 2) (4.83) (3.72)
Inflation ¥ (Schedule 3) (0.88) (0.99)
Operating Grant-Formula Transition ¥ 0.68 0.45
09/10 projected surplus carried forward (1.92) (2.92)
10/11 transfer from Local Capital Reserve * (2.42) (2.42)
10/11 distribution of Holdback © - (0.97)
10/11 Group Life premium holiday (0.22) (0.22)
10/11 School Calendar one-time savings ? - (1.42)
10/11 one-year suspension of millwork & painting ? (1.23) (1.23)
Others - 0.55

$ (9.58) $ (11.86)

1) Projected increase in All Day Kindergarten enrolment from 709.5 FTE to 904.5 FTE students since June 2010 projections.
Estimated decline of 462 FTE Grades 1 - 12 students, 507.5 FTE ESL students, 7 FTE Home School students, offset by
an increase of 55 FTE Special Education students

2) Change from June 2010 projection due to difference in teacher increment basis and ratio, higher projected El and MPP
rate increase, offset by lower extended health premium increase and other fringe benefit adjustments

3) Increase in utilities rates from 6.11% to 11.92% for electricity, from 5% to 16.4% for sewer, from 7.5% to 10% for water,
from 7.9% to 11.7% for garbage offset by lower inflation costs due to June budget reductions in supplies & services
accounts

4) Formula Transition $1.36 million to be gradually phased out over 3 years (33% per year), change from the assumption of
50% in June 2010

5) Includes $1.49 million board approved transfer from Local Capital Reserve to help fund 2010/2011 budget and one-time
withdrawal of $0.92 million from the Unrestricted Deposit Account (UDA) of the Dental Plan and Extended Health Plan

6) 2010/2011 budgeted release of provincial holdback funds

7) One-time Group Life premium holiday savings

8) Reverse 2010/2011 one-time savings on teachers on call, employees on call, utilities, and fringe benefits from reduction
of instructional days from 185 to 175, elimination of early dismissals, and consolidation of positions
9) Board approved one-year suspension of custom millwork and interior painting in the 2010/2011 budget process

10) Includes investment and interest income due to increase in interest rates and 2010/2011 board approved rental rate
increases and elementary administrative changes
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Schedule 1 — Enrolment Changes

Enrolment Changes 2011-2012

Provincial Enrolment Projections (FTE)
Funding
Rates 2010/2011 2011/2012 Change

Regular and Continuing Education FTE (School-Age) $ 6,740 52,129.5 52,572.0 442.5
Distributed Learning $ 5,851 1,324.0 1,324.0 -
Special Education

Level 1 $ 36,600 85.0 86.0 1.0

Level 2 $ 18,300 1,640.5 1,698.0 57.5

Level 3 $ 9,200 669.5 666.0 (3.5)
English as a Second Language $ 1,340 12,110.0 11,602.5 (507.5)
Aboriginal Education $ 1,160 1,884.0 1,884.0 -
Adult Education $ 4,430 2,209.0 2,209.0 -

Enrolment Driven Changes
($ Millions)
Enrolment  Staffing Salaries
Net
Changes Changes and Revenue Change
(FTE) (FTE) Benefits g

Enrolment increase - All Day Kindergarten 904.50 50.80 $ (3.55) $ 6.10 $ 2.54

Enrolment decline - Grades 1-12 (462.00) (14.50) 1.01 (3.11) (2.10)

Enrolment decline - ESL (507.50) (0.68) (0.68)

Enrolment increase - Special Needs 55.00 16.90 (0.78) 1.06 0.27

Total 53.20 $ (3.32) $ 336 $ 0.03

Schedule 2 — Salary and Employee Benefits Changes

2011/2012 Base Budget Estimated Salary Changes
($ Millions)
Salary Increments
Teachers (1.20%) $ 3.01
District Teachers (0.67%) 0.07
Administrators (1.09%) 0.25
Exempt Staff (0.55%) 0.06
Adult Education Instructors (0.92%) 0.09
Total Salary Increments $ 3.49
Estimated Teacher Turnover Savings * $ (1.26)
Total Salary Changes $ 2.23

* estimate 70 FTE @ $18,000 spread

10
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2011/2012 Base Budget
Estimated Benefit Cost Changes

($ Millions)
Wage related benefits b (CPP, EI, WCB, MPP, TPP) $ 0.95
Non-wage related benefits ? (MSP, Dental, Extended Health, Group Life) 0.85
Other Benefit Changes & (0.312)

$ 1.49

Estimated changes from Preliminary Budget assumptions:

1) CPP rate estimated to remain at 4.95%, YMPE estimated to change from $47,200 to $48,600
El rate estimated to change from 2.45% to 2.63%, YMPE estimated to change from $43,500 to $44,100
W(CB rate estimated to change from 0.69% to 0.70%, YMPE estimated to change from $73,200 to $71,200
MPP employee contribution estimated to change from 8.12% to 8.88%, adjusted budget base
TPP rate to remain at 13.33% and 14.83%, YMPE to change from $47,200 to $48,600

2) MSP increase of 6.09% based on rates announced by the Province
Extended Health increase of 2.20% based on weighted average premium increases for all policies
Dental Plan increase of 7.08% based on weighted average premium increases for all policies

Group Life increase of 3.09% based on weighted average premium increases for all policies
3) Includes the impact of changes in standard fringe benefit chargeback rates and update of employee future benefit
costs.

Schedule 3 — Inflation

Inflation Impact on Supplies, Services And Utilities
($ Millions)
2010/2011 Inflation Inflation 2011/2012
Preliminary Rate Amount Base
Supplies & Services $ 2933 | 0% ~2% | $ 052 % 30.09
Utilities
Electricity ? 261 | 11.92% 0.31 2.92
Heat - ECNG 1.55 | 0.00% - 1.55
Heat - Terasen ° 2.07| 0.00% - 207
Sewer ¥ 0.32| 16.40% 0.05 0.37
Water ¥ 0.72 | 10.00% 0.07 0.79
Garbage ° 0.35| 11.70% 0.04 0.39
Total Utilities $ 7.62 $ 0471 9% 8.10
Total Inflation $ 36.95 $ 099|$ 38.18

1) projected increase as per the BC Economic Review and Outlook document dated March 2, 2010
2) projected increase based on information provided by BC Hydro

3) no projected increase per Operations

4) projected increase based on information provided by the City of Vancouver

5) projected increase per vendor

1"
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1.2.3 Budget Constraints

The School Act, the collective agreements and other legislative constraints establish minimum staffing
levels for certain categories of employees.

The following table summarizes the minimum salaries and benefits which would be required pursuant
to the legislative and collective agreement requirements. It should be noted that these nhumbers
represent a general order of magnitude. However, approximately two-thirds of salaries and benefits
are estimated to be required to meet minimum legislative and collective agreement provisions. The
table also outlines the salaries and benefits which are not subject to legislative and contractual
constraints and therefore could be subject to reduction. It should be noted, however, that the current
staffing levels are required to support the existing functions and services. If reductions are made in
staffing, reductions in services and programs would result.

Projected Operating Budget Subject to Collective Agreement & Legislative Constraints
2011/2012
($ Millions)
Minimum Based on Not Subject to Legislative /
2011/2012 Legislative / Collective Collective Agreement
Base Budget Agreements Constraints
Teachers $ 300 $ (240) $ 60
Principals/Vice-Principals 27 (23) 14
Educational Assistants and
Support Staff 106 (72) 34
Other Professionals 12 1) 11
Substitutes 12
Services and Supplies 37
Reduction of Unfunded Liability 2
and Interfund Transfers
Total $ 496 $ (326) $ 119

1.2.4 Base Budget 2011/12 Revenue

The majority of revenues (95.1%) is derived from provincial grants. The level of provincial funding,
therefore, has a very significant impact on the educational services and programs that can be
provided. The Operating grant received from the Ministry of Education is calculated based on
enrolment therefore changes in enrolment can significantly impact the grants available to the Board.
Projected revenues and other funding sources for 2011/2012 total $483.65 million. VBE generated
revenues represent 4.9% of total operating revenues and are primarily derived from international
education student fees, rentals, leases and investment income.
2011/2012 Base Operating Budget

Revenue by Source

($483.65 Million) Fees, Rentals,

and Other

Revenue
$23.92
(4.9%)

Provincial Grants
$459.74
(95.1%)
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1.2.5 Base Budget 2011/12 Expenses

Projected expenditures for the 2011/2012 Base Budget total $495.51 million ($11.86 million higher
than projected revenues). Approximately 84.9% of the operating budget is expected to be spent on
instruction related costs. This includes teachers, educational assistants, school administrators and
support staff and school based supplies and services. Facilities operations and maintenance
accounts for 11.5% of expenditures, district administration for 2.7% and transportation for special
needs students for 0.4%. Provisions for the reduction in the unfunded liability for employee future
benefits (e.g. early retirement incentive plan) and interfund transfers for such things as furniture and
equipment capital purchases represent 0.4% of expenditures. The following graph outlines the
operating expenditures by function for 2011/2012.

2011/2012 Base Operating Budget
Expenditure by Function
($495.51 Million)

Building Operations Transportation
District Administration ~ and Maintenance $2.72 Reduction of Unfunded
$13.22 $57.03 (0.5%) Liability and Interfund
. (2.7%) (11.5%) Transfers
Instruction $1.97

$420.57
©4.9%) (0.4%)

Approximately 92% of the $495.51 million operating budget is expected to be spent on salaries and
employee benefits ($456.91 million). Supplies and services and other minor expenditures account for
approximately 8% of the budget. The following graph outlines the operating expenditures by type for
2011/2012.

2011/2012 Base Operating Budget
Expenditure by Type
($495.51 Million)

Senices and ’
Employee Benefits Sunplies Reduction of
Salaries $94.08 ;:fgeg Unfunded Liability
$362.83 (19.0%) : and Interfund
(7.4%) Transfers

(73.2%)

$1.97
(0.4%)
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1.2.6 Base Budget Staffing

The base budget adjustments will result in a net increase of 61.43 FTE. The following table
provides a summary of the staff adjustments by employee group.

2011/2012 Base Budget Projection Staffing (FTE) by Type
2010/2011 Adjustments 2011/2012
Preliminary Base
CUPE 15 1,197.21 16.90 Y 1,214.11
CUPE 407 101.00 - 101.00
IUOE 720.15 - 720.15
Night School Administrators 0.91 - 0.91
PASA / Excluded / District Principals 105.70 - 105.70
School Administrators - Admin Time 136.19 (0.80) 2 135.39
School Administrators - Teaching Time 51.70 0.80 ? 52.50
Teachers / ALC 3,127.49 31.54 2 3,159.03
Trades 47.00 13.00 ¥ 60.00
5,487.35 61.43 5,5648.78

Source: 2010/2011 Annual Budget submission, 2011/2012 per projected changes

1) change due to special education assistants entittement increase as a result of increased special needs enrolment (55
FTE)

2) change due to elementary administration changes approved in the 2010/2011 budget process
3) changes include:

estimated All-Day Kindergarten enrolment increase 904.50 FTE 50.80
estimated regular student enrolment decline of 462 FTE (14.50)
increase VP teaching time due to Elementary Administration change (0.80)
recalculation of estimated Adult Education and Summer School instructor FTE (3.96)

31.54

4) inlcudes reversal of one-year suspension of custom millwork (1.00 FTE) and interior painting (12.00 FTE)

14



Fiscal Framework 2011/2012

1.3 Local Capital Reserve

The Local Capital Reserve (LCR or the Reserve) is comprised of proceeds from the sale and lease of
Board owned property and previous years’ operating surpluses transferred to the Reserve. Funds in
the Reserve can be used to assist in funding the operating budget, with approval by the Board of
Trustees. The Reserve has also been used to assist in funding major initiatives not funded by the
Province (e.g. BCeSIS implementation, Computer Sustainability Plan and Class Size/Class
Composition support).

The projected balance available in the Local Capital Reserve at the end of 2010/2011 is $1.26 million.
Net revenues of approximately $0.91 million are also expected to accrue to the Local Capital Reserve
during 2011/2012 bringing the estimated available balance at the end of 2011/2012 to $2.17 million.

Based on the above, the following table outlines the projected financial position of the Local Capital
Reserve for 2011/2012.

Projected Local Capital Reserve Fund Balance

($ Million)
2010/2011 2011/2012
Opening Balance as at July 1 $ 136 $ 1.26
Revenue 1.08 1.09
Expenditure
Property Expenses (0.18) (0.18)

Provisions for the Implementation of

10/11 Budget Decisions (1.00)

(1.18) (0.18)

Closing Balance as at June 30 $ 126 $ 2.17
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1.4 Three Year Operating Budget Projection

The following table presents a three-year operating budget projection for the VBE. A projected
funding shortfall of $6.08 million is estimated for 2012/2013. An additional funding shortfall of $6.46
million is also projected for 2013/2014. It should be noted that these are preliminary high-level
estimates based on assumptions as to the major budget change factors over the next three years.
Accordingly, these projections should be considered as range estimates rather than discrete numbers.

The estimates for 2011/2012 and the two years following are based on the following key assumptions:

- no change in per student operating grants from the province or in the provincial funding
formula;

- gradual phase-out of the formula transition adjustment (33% in 2011/2012 and 66% in 2012/13
and 100% in 2013/2014) ;

- no change in other provincial funding (e.g. AFG, CommunityLINK, Pay Equity);

- estimated changes in general student enrolment based on a decline of 843 FTE students in
2012/2013 and 427 FTE for 2013/2014;

- there will be continued cost increases for employee benefit costs, utilities and for goods and
services;

- no net cost increase for future labour settlements (assumes no increases or that they are fully
funded by the Province);

- the three year projections have been prepared in accordance with generally accepted
accounting principles (GAAP) for non-profit organizations. However, the Treasury Board has
directed school boards to adopt public sector accounting standards (PSAB), without not-for-
profit provisions, for the first fiscal year commencing after January 1, 2012. In some aspects,
PSAB is significantly different from the current 