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N AT I O N A L LY R E C O G N I Z E D F O R E X C E L L E N C E

Financial Report
The financial summary presented contains audited actual results for the
2016-17 and the 2017-18 school years along with the School Board
approved budgeted amounts for the 2018-19 school year and the
budgeted amounts for the 2019-20 school year. A final budget for the
2019-20 school year will be adopted in October, 2019.

We are pleased to present a summary version of the 2019-20 Kettle Moraine School District (KMSD)
Budget Report. The report is based upon the audited financial results for the 2016-17 and 2017-18 school
years and the budget adopted by the School Board in October, 2018 for the 2018-19 school year along
with the 2019-20 projected budget for approval.
The Governor’s 2019-21 Proposed Budget has been announced. It is not known how long it may take
for the legislature and Governor to establish a 2019-21 biennium budget for the state, which will
eventually impact the district’s budget for the coming school year. It should be noted that the
Governor is proposing an increase in revenue limit per student. The increase that is proposed is not
sufficient to address the operating needs of the district. In addition, the Governor’s budget proposal
does not address the inequity in revenue limit within Waukesha County and across the state and the
proposed ⅔ funding of schools would impact property taxpayers but not address the financial
operating needs of the district. Because of the speculative nature of budget dialogue at this point in
time, the district’s interim budget being developed using current law and adjustments that come as a
result of changes to the current law will be made prior to adoption of the final budget.
Some items of financial impact on school district revenues that are set in the interim budget according to
current state law and may change with the 2019-21 state biennial budget are as follows:
● Maintains a $0 per member adjustment in the revenue limit in both 2018-19 and 2019-20. This
results in a 1% reduction ($382,000) in operating revenue for 2019-20. The prior two state
biennial budgets also included a $0 per member adjustment in each year.
● Reduces the “Per Pupil Categorical Aid” to $630 per member in 2019-20. Prior year “Per Pupil
Categorical Aid” amounts were as follows: $654/member in 2018-19; $450/member in 2017-18;
$250/member in 2016-17.
● Reduces general state aid by 15% ($738,000) in 2019-20, following 15% decreases in each year
since 2015-16. School districts in the state receiving a reduction in state aid results in shifting the
tax burden to the local property tax.
The Budget Repair Bill for 2011-13 biennial budget (2011 Wisconsin Act 10) included a number of
reforms and suggestions designed to assist in reducing the district’s expenses to offset the reduction of
revenue. Some of the items included are as follows:
● Requires Wisconsin Retirement System (WRS) employees to contribute 50% of their monthly
pension contributions. For 2019, this amount is 6.55% of salary.
● Limits collective bargaining salary increases, not to exceed the Consumer Price Index (CPI) unless
approved by referendum. The percentage for 2019-20 is 2.44%.
● Eliminates negotiating health insurance as a mandatory subject of bargaining.
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The district utilizes a competitive bid process for benefits and has found the most cost effective health
insurance benefit among all schools in Waukesha County. Past loss ratio experience is causing the
cost of insurance to increase at an estimated 25% per year for the short term.
Despite the challenge of declining revenues and increasing expenditures, the budget presented conforms
to the state “revenue limit” and incorporates the reduced “Per Pupil Categorical Aid” funding set in
current state law. With this and the district’s continual decline in resident enrollment, the overall financial
impact of the current State budget parameters on KMSD for the 2019-20 school year necessitates
approximately ($1,935,000) in budget reductions to balance. The district has managed this reduction by
aligning staffing to enrollment, by reducing services and support, and by reducing operating budgets used
to meet student needs and shifting costs to maintain programs that are not required, but are extremely
important opportunities for students.
Following the trend of school districts across the state, the district is in the position that reductions in
operating expenditures are cutting into the services essential to ensure the quality and breadth of
educational programs expected by district residents. All areas of staffing are under review to determine
efficiencies. Reductions are made annually, aligned with enrollments. In order to affect the greatest
number of staffing reductions the district needs to look at consolidating grades within specific buildings,
redistricting attendance areas, and closing buildings where feasible. The Board has eliminated the Kettle
Moraine Early Retirement benefit with final payments being made to retirees in 2021. These payments are
designated reserves of the fund balance.
An ongoing strategy has been to increase student enrollment through resident enrollment and open
enrollment-in to moderate the fiscal impact of declining enrollment and decrease the expense of open
enrollment-out. The district realizes more than 3:1 open enrollment-in to open enrollment-out. The high
quality of instructional programming at all district schools, including the four charter schools, KM
Explore, KM Global, KM Perform, and the High School of Health Science (HS2), continue to attract
significant interest from resident and non-resident students. It is anticipated that open enrollment-in will
continue to benefit the District. However, the 2012 legislative change to the open enrollment process
delays the availability of accurate open enrollment data until June of each year. Summer Academy
programming also provides a financial benefit to the district by way of revenue limit authority and
increased state aid. More importantly, these remedial and extension summer opportunities offer the
children of the community rich experiences for six weeks of summer.
The district reviews the allocation of all staffing classifications and schedules to ensure maximum use of
resources. Alignment of staffing to enrollment provides for efficient use of resources. All schools have
utilized multi-age groupings that allow maximization of student/teacher ratios. Staff has been reallocated
to district positions that support building efficiencies realized through centralized registration, technology
services, and purchasing. There is no longer additional opportunity to address reduction of expenses by
increasing the class size guidelines. Class size efficiencies at the high school, middle school, and
elementary buildings have reached their maximum potential, within the current configuration of schools.
There is potential for staffing reductions if grades across the district were consolidated to a central
location, rather than being served through community schools.
The district is making additional reductions to operating budgets, following nineteen years of either
zero increase or operating budget reductions. Operating budgets were reduced on two occasions
previously (10% in 2008 and 5% in 2019). This impacts flexibility and narrows options by: Reducing
purchasing impact due to increased cost of materials/services; Limiting the ability to respond to
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unforeseen needs; And limiting the ability to develop innovative approaches or implement new
technologies.
The district utilizes federal grant funding whenever possible, but the opportunities are limited due to the
demographics of the district. Areas of expenditures funded through grant programs at the national level
include Individuals with Disabilities Education Act (IDEA) and Every Student Succeeds Act (ESSA)
legislation. Any reductions in federal funding will have a negative effect on operational budgets and
professional development. While charter school grants provided initial planning and implementation
support, those grants are not available for existing charter schools and do not support ongoing staffing.
The Kettle Moraine charter schools are funded on an equal basis with other schools in the district.
The district taxpayers voted in favor of a capital referendum of $49.6 million on April 1, 2014. This
referendum approved funding remedied approximately half of the capital maintenance needs identified,
which leaves additional capital needs that have not been addressed. The work began during the summer
of 2014 with the installation of the fiber optic wide-area network and achieved project completion in
December, 2016. As a result of project completion, the district is realizing cost savings from a district
owned fiber network and energy cost avoidance as building improvements reduce energy use. The tax
impact of the referendum shared with taxpayers in the planning process was an increase to the debt levy
rate of forty-four cents per thousand. While the 2015-16 budget reflected the increase to the debt levy, the
overall increase to the levy rate was reduced to twelve cents per thousand. The overall tax levy rate has
decreased in 2016-17, 2017-18 and 2018-19, and it is anticipated to decrease again in 2019-20 due to
continued reductions in the district’s revenue limit. The district’s revenue limit authority has been
reduced by ($1,407,820) in 2016-17, ($445,872) in 2017-18, ($528,392) in 2018-19, and is anticipated to
be reduced by another ($381,786) in 2019-20. Reductions in revenue limit result in reduced taxing
authority, along with reduced funding with which to operate.
A detailed financial summary is included in this report. The budget supports the mission of the Kettle
Moraine School District, uses resources carefully, and manages the tax levy, in the best manner possible,
while navigating a difficult financial environment.
Financial Condition
KMSD continues to maintain solid bond ratings, with the most recent bond issue ($10 million on January
4, 2016) being assigned a AA+ rating by Standard & Poor’s Rating Services. Currently, the District’s
fund balance sits at 26.2% of expenditures as of June 30, 2018. The fund balance is expected to end the
current fiscal year at 26.7% of expenditures on June 30, 2019. Included in the fund balance is $1.7
million that has been committed by the School Board specifically for the payment of Post-Employment
Benefits. The district did not have sufficient funding to avoid the need to short term borrow, for cash
flow purposes, for the first time in three fiscal years.
Enrollment Trend
Enrollment for Revenue Limit purposes has decreased by (302) students from 3,878 (resident) students in
2014-15 to 3,576 (resident) students in 2018-19 or (7.8%). The current enrollment projection anticipates a
further decline of (73) students in 2019-20.
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Wisconsin Act 16 implemented revenue limits with the 1993-94 school year. A district’s revenue limit is
the maximum amount of revenue the district may raise through general state aid and property tax for the
General, Non-Referendum Debt and Capital Expansion Funds.
The maximum revenue limit is based upon enrollment changes and the per member adjustment allowed
by the state legislature. The adjustment had historically been aligned with the Consumer Price Index
increases until the 2008-10 state biennial budget, at which time, it was reduced from $275 to $200 per
member. The 2011-13 biennial budget had a reduction in the per member adjustment of ($559) or (5%) in
year one of the budget cycle and an increase of $50 per member in (2012-13) year two of the budget
cycle. The 2013-15 biennial budget included a $75 per member increase in each year of the budget. The
governor’s 2015-17 and 2017-19 biennial budgets include a $0 per member change in each year and each
year thereafter. As a result, the district’s revenue limit capacity continues to fall short of the 2014-15
budget by approximately ($3.1) million (8%).
As stated previously, the current budget is based on a per member increase of $0 per member plus the
district’s prior year controlled revenue. The district determines the maximum amount of levy allowable
by subtracting the October 15 General Aid certification from the district’s maximum revenue limit.
The number of open enrollment students attending Kettle Moraine continues to grow and currently is at a
3-1 ratio of open enrollment students requesting to attend Kettle Moraine in comparison to Kettle Moraine
students requesting to open enroll outside of the district. The state requires a resident district to provide a
receiving district with additional revenue to support the open enrollment students. The current
(estimated) payment is $7,379 per student.
Kettle Moraine’s equalized property value has increased by 0.4% since 2008-09 and general state aid has
been reduced by (65.5%) or over ($9.3 million) since 2008-09. Kettle Moraine continues to experience a
reduction in state equalization aid to support the district’s schools, thus shifting the burden to the local
taxpayers.

Wisconsin State Equalization Aid is general financial assistance given to public school districts for use in
funding a broad range of school district operational expenditures. There is an inverse relationship
between equalization aid and property valuations; those districts with low per pupil property valuations
receive a larger share of their costs through the equalization formula than districts with high per pupil
property valuations.
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Staffing Summary
The budget is based upon a detailed staffing plan for the 2019-20 school year. The staffing plan
incorporates class sizes and staffing levels using student enrollment, courses offered and student course
selections. The staffing also reflects the elimination of programs that are important but not required. The
district continues to realign resources to meet the educational demands of all students.
Paraeducator staffing is primarily used to support students with special needs, based on individual
educational plans as required, and often fluctuates from one year to the next.
Staffing for 2019-20 will be aligned with the overall needs of the students.

Financial Summary
Financial results for the years ending June 30, 2017 and 2018 were favorable, with actual results
outperforming the budget. The 2018-19 school board approved budget is also anticipated to end within
budget on June 30, 2019.
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Looking ahead to 2019-20
General Fund revenues are expected to decrease by ($170,000) or (0.38%) compared with the 2018-19
budget. The decrease in revenue reflects the $0 per member revenue limit adjustment, the impact of
declining enrollment, and the $24 decrease in “Per Pupil Categorical Aid” included in current state law
(the Governor’s 2017-19 biennial budget). General Fund expenditures have been reduced to balance with
the declining revenues. Resources have been realigned and the district continues to control expenditures
carefully. The necessary reductions have been made by aligning staffing to enrollment, by reducing
services and support, and by freezing operating budgets used to meet student needs.
In the Special Education Fund, the cost of supporting the needs of students continues to increase. The
budget reflects a reduction in state funding, which negatively impacts the general fund. It is required to
provide the financial support necessary to balance the Special Education Fund through a revenue transfer
from the General Fund.
The Debt Service Fund balance is reduced by ($35,000) due to the timing of the receipt of the tax revenue
and the payment of the related debt expense. The budget reflects the receipt of all referendum approved
($49.6 million) borrowing, which includes debt issues of $10 million in 2013-14, $29.6 million in
2014-15, and the final $10 million in 2015-16. In addition, the budget reflects a debt prepayment
(defeasance) to reduce future interest costs. Indebtedness at 2019-20 year-end is anticipated to be reduced
to $36.8 million.
The Capital Expansion Fund maintains the tax levy of $225,000 that was implemented with the 2015-16
budget. This Fund supports in small part, the costs associated with capital improvements to both facilities
and sites. The Capital Projects Fund is used to account for referendum related revenue and expenditures.
The 2014 capital referendum funding has been expended and has remedied approximately half of the
capital maintenance needs identified, which leaves additional capital needs to be addressed in the
immediate future.
The Food Service Fund balance is reduced by ($30,454) due to costs associated with anticipated wage
increases to remain market competitive. The non-personnel expenditure budget reflects the decline in
student enrollment. The revenue is projected to remain constant with the district’s contract to support the
lunch program at St. Bruno’s, which started in 2015-16. The district continues looking to support other
school lunch programs to bring in additional revenue.
The Community Service Fund is projected to have a decrease in fund balance. The Community Service
Fund levy remains at $215,255; this is after an increase of $11,200 in 2016-17. Prior to the increase in
2016-17, the Community Service Fund levy remained unchanged since 2006-07. The Community
Education department offers a number of both academic and athletic programs to all Kettle Moraine
residents. All programs take place outside the instructional day. Programs are supported through user
fees. The budget supports staffing, marketing and communications, along with specific facility related
expenses.

Property Tax Estimate
The KMSD property tax levy is based on the following factors:
● Declining enrollment both for state aid and revenue limit purposes
● 3.0% increase in equalized property value
● Decrease in state aid (15.0%)
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There are 10 Waukesha County school districts operating grades kindergarten through 12. KMSD along
with many districts across the state have been negatively impacted by the state funding. The reduction of
state aid along with no change in the maximum per-member allowance for revenue limit purposes and
declining enrollment create significant challenges for the district. One challenge is the shift of the
funding to the local property taxpayer. There has been a consistent shift between state support through
equalized aid and the local tax levy. The district’s projected 2019-20 revenue limit is the lowest it has
been since 2003-04. The district’s projected 2019-20 state support through equalized aid has been
reduced by approximately ($10.3 million (71%)) during this same time period. This shifts the burden of
support to the local taxpayer.

For additional information visit the district’s website www.kmsd.edu.
For budget questions, please contact Jeffrey J. Gross, Chief Finance Officer at 262-968-6300 or grossj@kmsd.edu.
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