Issue Analysis Form

Date: 08/13/2019

School Revenue
Item: Sharing MOU Updates
Lead Department(s): County Attorney, Finance
Contact Person(s): Andrea Erard; Betsy Drewry

Description and Current Status
On July 23, 2019, the Board of Supervisors received staff recommendations for School
Board requested updates to the School Revenue Sharing MOU.

The Prince George County Board of Supervisors made modifications to the Revenue
Sharing MOU with the School Division in July of 2018. Those revisions were provided
to the School Superintendent in August 2018.

The School Board met and made several revision requests in January of 2019. Those
revisions were provided directly to Board of Supervisor members, and were received by
the County Administrator and staff on January 29, 2019. Due to the timing of the receipt
of requested changes, the Board of Supervisors did not review and consider those
changes during the FY2020 budget preparation and adoption.

Those changes were reviewed by the County Attorney and County Finance Director,
and staff recommendations were provided to the Board of Supervisors on July 23, 2019.
Board Members requested one modification in Section 8 and that change has been
made.

Attached are:

An abbreviated version of the presentation made to the Board is provided as
Attachment A.

Version 03 County Staff Recommended School Revenue Sharing MOU with
changes noted in blue font.

Also being provided for reference are:

Version 01 - MOU as modified by the Board of Supervisors in July 2018

Version 02 — MOU with School Board requested changes provided on January 29, 2019
(changes noted in red font)

Staff is requesting the board to authorize:
e Revisions to the School Revenue Sharing MOU as recommended by staff and
modified by the Board on July 23 (Version 03)
e Transmission to the School Superintendent and School Finance Director
following the August 13 meeting with a requested response deadline of October
1, 2019




A draft resolution for board consideration is included in the board packet.
Government Path

Does this require IDA action? Ol Yes No
Does this require BZA action? 0] Yes No

Does This require Planning Commission Action? Ol Yes No

Does this require Board of Supervisors action? Yes [INo
Does this require a public hearing? L] Yes No
If so, before what date? (lYes [INo

Fiscal Impact Statement

Mutual board adoption of a revised School Revenue Sharing MOU will provide a
mechanism to uniformly and fairly calculate the annual budgeted local operating transfer
to schools.

Count Impact

Notes
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R-19-

Board of Supervisors
County of Prince George, Virginia

Resolution

At a regular meeting of the Board of Supervisors of the County of Prince George held in
the Boardroom, Third Floor, County Administration Building, 6602 Courts Drive, Prince
George, Virginia this 13™ day of August, 2019:

Present: Vote:
Donald R. Hunter, Chairman

Floyd M. Brown, Jr., Vice-Chairman

Alan R. Carmichael, Jr.

Marlene J. Waymack

T. J. Webb

A-8

On motion of , seconded by , which carried
unanimously, the following Resolution was adopted:

RESOLUTION; APPROVAL OF REVISIONS TO SCHOOL REVENUE
SHARING MEMORANDUM OF UNDERSTANDING (MOU)

WHEREAS, On July 23, 2019 the Board received staff recommendations related to
School Board requested revisions to the School Revenue Sharing Memorandum of
Understanding (MOU); and

WHEREAS, the Board of Supervisors discussed and made suggestions for revisions to
the School Revenue Sharing MOU on July 23, 2019 which staff incorporated; and

NOW, THEREFORE, BE IT RESOLVED That the Board of the Supervisors of the
County of Prince George this 13" day of August, 2019, hereby approves revisions to the School
Revenue Sharing Memorandum of Understanding (MOU) [Version 03] and directs staff to
transmit the revised document to the School Board through the Superintendent and School
Finance Director with a request that a School Board response be received by October 1, 2019.

A Copy Teste:

Percy C. Ashcraft
County Administrator
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VERSION 03 CO RECOMMENDED FOR APPROVAL 08/13/2019
AS RECOMMENDED FOR APPROVAL BY BOARD OF SUPERVISORS ON AUGUST 13, 2019

Memorandum of Understanding For
Transferring Local Revenue from the
Prince George County Board of Supervisors to the
Prince George County School Board

This Memorandum of Understanding (“MOU”) is made and entered into this day of

, , by and between the COUNTY OF PRINCE GEORGE, VIRGINIA.

(“County”), a political subdivision of the Commonwealth of Virginia and the SCHOOL BOARD OF

PRINCE GEORGE COUNTY, VIRGINIA, (“Schools”) a political subdivision of the Commonwealth

of Virginia operating the public school system and provides as follows:

WHEREAS, in 2006 the Prince George County Board of Supervisors and Prince George
School Board entered into a “Memorandum of Understanding Revenue Sharing Prince George
County Board of Supervisors and Prince George County School Board” in which the governing
bodies agreed to provide local funding for school operating expenses using a defined

methodology; and

WHEREAS, this agreed-upon approach to the General Fund transfer for school spending
needs has provided long-term financial stability and predictability and also contributed to the

County’s favorable bond rating; and

WHEREAS, both governing bodies agree that there is a need to revise the 2006 agreement
to conform with changes in sources of funding for school’s operating needs and the need to

address the school’s long-term capital needs;

NOW, THEREFORE BE IT RESOLVED THAT Prince George County Board of

Supervisors and the Prince George School Board agree as follows:
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VERSION 03 CO RECOMMENDED FOR APPROVAL 08/13/2019
AS RECOMMENDED FOR APPROVAL BY BOARD OF SUPERVISORS ON AUGUST 13, 2019

1. Beginning with fiscal year 2019/2020, 42.85% of the following sources of revenue in the
amounts shown in the projected County budget shall be allocated to the school system’s

operating budget:

a. Real] estate;

b. Personal property;

¢. Local sales tax;

d. Personal property tax relief revenue (PPTRA);

e. Consumer utility taxes as follows: gas, mobile phone, telephone and electric;

f. Motor vehicle licenses.

2. Succeeding fiscal year transfers to the schools will be calculated by increasing or
decreasing the prior year's percentage in proportion to the increase or decrease in the
September 30 school enrollment as a percentage of County population for the most
recent five-year period for which data is available. County population projections will be
defined as the provisional estimates for July 1 population annually provided by the
Weldon Cooper Center at the University of Virginia. Enrollment projections will be
defined as the required September 30 enrollment, as provided to the Virginia

Department of Education.
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VERSION 03 CO RECOMMENDED FOR APPROVAL 08/13/2019
AS RECOMMENDED FOR APPROVAL BY BOARD OF SUPERVISORS ON AUGUST 13, 2019

3. Funding for existing debt service for capital expenditures existing as of January 1, 2019

shall be $2,638,862.

4. Funding for debt incurred after January 1, 2019 shall also be paid by the County General
Fund; provided, however that
a. the Board of Supervisors may exclude from the operating budget transfer to the schools
any additional revenue created by increased rates or changes in tax structure for real
estate, personal propetty, local sales, consumer utility (gas, mobile phone, telephone and
electric) taxes and motor vehicle licenses adopted after January 1, 2019 so long as such
additional revenue is allocated to school capital expenditures, and
b. the Board of Supervisors may exclude from the operating budget transfer to the schools
any additional revenue created by increased rates or changes in tax structure for real
estate, personal property, local sales, consumer utility (gas, mobile phone, telephone and
electric) taxes and motor vehicle licenses adopted after January 1, 2019 so long as such
additional revenue is allocated to operating and capital expenditures related to public

safety.

5. Both the School Board’s and Board of Supervisors’ annual operating budget shall include
a contingency fund to be determined by School Board and Board of Supervisors,

respectively.

6. The County Administrator shall use the provisions of this Memorandum of
Understanding each year in developing the County’s proposed operating budget to be

presented to the Board of Supervisors.
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AS RECOMMENDED FOR APPROVAL BY BOARD OF SUPERVISORS ON AUGUST 13, 2019

7.

If the School Board determines a need for additional local funding to maintain its current
level of operations, to meet mandated “standards of quality”, to meet expected shortfalls
in other revenue sources, or to provide for additional initiatives, it shall make a formal
written request to the Board of Supervisors, through its Chairperson, within 30 days of
determining the need for additional funding, stating the purpose for which the additional

funding is needed and the amount of additional funding required.

Within 30 days of theteeeipt-of-the-Comprehensive Finaneial-Audit Repert-(CATR)-the

posting of the audited financial statements to the County’s website, but no later than
January 15, if the schools have unspent funds from that year’s appropriation, or has
excess revenues from state and federal sources, and the School Board believes that the
non-encumbered, unspent funds or excess state and federal revenues should not revert to
the County General fund as provided by State law, the School Board may request, in
writing, that the Board re-appropriate such funds to the school by giving reasons
supporting such request. The School Board shall also identify how such re-appropriated
funds will be used. Any re-appropriation of unexpended appropriation or excess state and
federal revenues at fiscal year-end shall be reduced by a 12.5% contribution to the

County fund balance.

The 2018 Memorandum of Understanding shall be in effect for FY 2020 and subsequent
fiscal years unless either Board prior to January 31* in the January prior to an upcoming

fiscal year votes to revoke their participation in this Agreement.
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AS RECOMMENDED FOR APPROVAL BY BOARD OF SUPERVISORS ON AUGUST 13, 2019

10.

11.

12.

Upon adoption of this resolution by both Boards, the 2006 Memorandum of
Understanding shall be null and void and the 2018 Memorandum of Understanding shall,
in every regard, supersede the 2006 Memorandum of Understanding effective July 1,

2020.

Schools shall participate in the County-wide CIP process and will include all school

capital projects within the unified CIP.

If the County determines that there will be a shortfall in budgeted revenues in the six (6)
sources of revenues transferred to schools, and the County Administrator directs the
County departments to reduce expenditures, it is expected that the schools will reduce
operating expenditures in an equivalent amount. The County Administrator shall inform
the School Superintendent of such action within 30 days, but in no event later than March
1. In no event shall any reduction of expenditures reduce the County’s obligation to

appropriate the minimum required local effort.
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Chairman, Prince George County Board of Supervisors ~ Date

Attest:

Prince George County Administrator Date
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VERSION 03 CO RECOMMENDED FOR APPROVAL 08/13/2019
AS RECOMMENDED FOR APPROVAL BY BOARD OF SUPERVISORS ON AUGUST 13, 2019

Chairman, Prince George County School Board Date
Attest:
Prince George County School Superintendent Date
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VERSION 01 - CURRENT
AS MODIFIED BY BOARD OF SUPERVISORS ON JULY 31, 2018
FIRE APPARATUS ($0.02 RE TAX CARVE OUT) ORDINANCE ADOPTED FEBRUARY 12, 2019

Memorandum of Understanding For
Transferring Local Revenue from the
Prince George County Board of Supervisors to the
Prince George County School Board

This Memorandum of Understanding (“MOU”) is made and entered into this day of

, by and between the COUNTY OF PRINCE GEORGE, VIRGINIA.

2

(“County”), a political subdivision of the Commonwealth of Virginia and the SCHOOL BOARD OF

PRINCE GEORGE COUNTY, VIRGINIA, (“Schools™) a political subdivision of the Commonwealth

of Virginia operating the public school system and provides as follows:

WHEREAS, in 2006 the Prince George County Board of Supervisors and Prince George
School Board entered into a “Memorandum of Understanding Revenue Sharing Prince George
County Board of Supervisors and Prince George County School Board” in which the governing
bodies agreed to provide local funding for school operating expenses using a defined

methodology; and

WHEREAS, this agreed-upon approach to the General Fund transfer for school spending
needs has provided long-term financial stability and predictability and also contributed to the

County’s favorable bond rating; and

WHEREAS, both governing bodies agree that there is a need to revise the 2006 agreement

to conform with changes in sources of funding for school’s operating needs and the need to

address the school’s long-term capital needs;
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VERSION 01 - CURRENT

AS MODIFIED BY BOARD OF SUPERVISORS ON JULY 31, 2018
FIRE APPARATUS ($0.02 RE TAX CARVE OUT) ORDINANCE ADOPTED FEBRUARY 12,2019

NOW, THEREFORE BE IT RESOLVED THAT Prince George County Board of

Supervisors and the Prince George School Board agree as follows:

1. Beginning with fiscal year 2019/2020, 42.85% of the following sources of revenue in the
amounts shown in the projected County budget shall be allocated to the school system’s

operating budget:

Real estate;

=

b. Personal propetty;

c. Local sales tax;

d. Personal property tax relief revenue (PPTRA);

e. Consumer utility taxes as follows: gas, mobile phone, telephone and electric;

f. Motor vehicle licenses.

2. Succeeding fiscal year transfers to the schools will be calculated by increasing or
decreasing the prior year's percentage in proportion to the increase or decrease in the
September 30 school enrollment as a percentage of County population for the most
recent five-year period for which data is available. County population projections will be
defined as the provisional estimates for July 1 population annually provided by the
Weldon Cooper Center at the University of Virginia. Enrollment projections will be
defined as the required September 30 enrollment, as provided to the Virginia

Department of Education.
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VERSION 01 - CURRENT

AS MODIFIED BY BOARD OF SUPERVISORS ON JULY 31,2018
FIRE APPARATUS ($0.02 RE TAX CARVE OUT) ORDINANCE ADOPTED FEBRUARY 12, 2019

3. Funding for existing debt service for capital expenditures existing as of January 1, 2019
shall be $2,638,862.

4. Funding for debt incurred after January 1, 2019 shall also be paid by the County General

Fund; provided, however that

a.

the Board of Supervisors may exclude from the operating budget transfer to the schools
any additional revenue created by increased rates or changes in tax structure for real
estate, personal propetty, local sales, consumer utility (gas, mobile phone, telephone and
electric) taxes and motor vehicle licenses adopted after January 1, 2019 so long as such
additional revenue is allocated to school capital expenditures, and

the Board of Supervisors may exclude from the operating budget transfer to the schools
any additional revenue created by increased rates or changes in tax structure for real
estate, personal property, local sales, consumer utility (gas, mobile phone, telephone and
electric) taxes and motor vehicle licenses adopted after January 1, 2019 so long as such
additional revenue is allocated to operating and capital expenditures related to public

safety.

5. Both the School Board’s and Board of Supervisors’ annual operating budget shall include

a contingency fund.

6. The County Administrator shall use the provisions of this Memorandum of

Understanding each year in developing the County’s proposed operating budget to be

presented to the Board of Supervisors.
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AS MODIFIED BY BOARD OF SUPERVISORS ON JULY 31, 2018
FIRE APPARATUS ($0.02 RE TAX CARVE OUT) ORDINANCE ADOPTED FEBRUARY 12, 2019

7. If the School Board determines a need for additional local funding to maintain its current
level of operations, to meet mandated “standards of quality”, to meet expected shortfalls
in other revenue sources, or to provide for additional initiatives, it shall make a formal
written request to the Board of Supervisors, through its Chairperson, within 30 days of
determining the need for additional funding, stating the purpose for which the additional

funding is needed and the amount of additional funding required.

8. Within 30 days of receipt of the Comprehensive Annual Financial Report (CAFR), if the
schools have unspent funds from that year’s appropriation and the School Board believes
that the non-encumbered, unspent funds should not revert to the County General fund as
provided by State law, the School Board may request, in writing, that the Board re-
appropriate such funds to the school by giving reasons supporting such request. The
School Board shall also identify how such re-appropriated funds will be used. Any re-
appropriation of unexpended appropriation at fiscal year-end shall be reduced by a 12.5%

contribution to the County fund balance.
9. The 2018 Memorandum of Understanding shall be in effect for FY 2020 and subsequent

fiscal years unless either Board prior to January 31% in the January prior to an upcoming

fiscal year votes to revoke their participation in this Agreement.
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AS MODIFIED BY BOARD OF SUPERVISORS ON JULY 31, 2018
FIRE APPARATUS ($0.02 RE TAX CARVE OUT) ORDINANCE ADOPTED FEBRUARY 12, 2019

10. Upon adoption of this resolution by both Boards, the 2006 Memorandum of
Understanding shall be null and void and the 2018 Memorandum of Understanding shall,

in every regard, supersede the 2006 Memorandum of Understanding.

11. Schools shall participate in the County-wide CIP process and will include all school

capital projects within the unified CIP.

12. If the County determines that there will be a shortfall in budgeted revenues in the six (6)
sources of revenues transferred to schools, and the County Administrator directs the
County departments to reduce expenditures, it is expected that the schools will reduce
operating expenditures in an equivalent amount. The County Administrator shall inform

the School Superintendent of such action within 30 days.
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Chairman, Prince George County Board of Supervisors ~ Date

Attest:

Prince George County Administrator Date
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AS MODIFIED BY BOARD OF SUPERVISORS ON JULY 31, 2018
FIRE APPARATUS ($0.02 RE TAX CARVE OUT) ORDINANCE ADOPTED FEBRUARY 12, 2019

Chairman, Prince George County School Board Date
Attest:
Prince George County School Superintendent Date
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VERSION 02 SCHOOL REQUESTS
AS MODIFIED BY BOARD OF SUPERVISORS ON JULY 31, 2018; 2/12/19 FIRE APPARATUS CARVE
OUT INCORPORATED; REQUESTED SCHOOL BOARD CHANGES IN RED

Memorandum of Understanding For
Transferring Local Revenue from the
Prince George County Board of Supervisors to the
Prince George County School Board

This Memorandum of Understanding (“MOU”) is made and entered into this day of

s , by and between the COUNTY OF PRINCE GEORGE, VIRGINIA.

(“County”), a political subdivision of the Commonwealth of Virginia and the SCHOOL BOARD OF

PRINCE GEORGE COUNTY. VIRGINIA, (“Schools”) a political subdivision of the Commonwealth

of Virginia operating the public school system and provides as follows:

WHEREAS, in 2006 the Prince George County Board of Supervisors and Prince George
School Board entered into a “Memorandum of Understanding Revenue Sharing Prince George
County Board of Supervisors and Prince George County School Board” in which the governing
bodies agreed to provide local funding for school operating expenses using a defined

methodology; and

WHEREAS, this agreed-upon approach to the General Fund transfer for school spending
needs has provided long-term financial stability and predictability and also contributed to the

County’s favorable bond rating; and

WHEREAS, both governing bodies agree that there is a need to revise the 2006 agreement

to conform with changes in sources of funding for school’s operating needs and the need to

address the school’s long-term capital needs;

1|Page



VERSION 02 SCHOOL REQUESTS
AS MODIFIED BY BOARD OF SUPERVISORS ON JULY 31, 2018; 2/12/19 FIRE APPARATUS CARVE
OUT INCORPORATED; REQUESTED SCHOOL BOARD CHANGES IN RED

NOW, THEREFORE BE IT RESOLVED THAT Prince George County Board of

Supervisors and the Prince George School Board agree as follows:

1. Beginning with fiscal year 2019/2020, 42.85% of the following sources of revenue in the
amounts shown in the projected County budget shall be allocated to the school system’s

operating budget:

a. Real estate;

b. Personal property;

¢. Local sales tax;

d. Personal property tax relief revenue (PPTRA);

e. Consumer utility taxes as follows: gas, mobile phone, telephone and electric;

f. Motor vehicle licenses.

2. Succeeding fiscal year transfers to the schools will be calculated by increasing or
decreasing the prior year's percentage in proportion to the increase or decrease in the
September 30 school enrollment as a percentage of County population, not counting
persons incarcerated in the prison located in the County, for the most recent five-year
period for which data is available. County population projections will be defined as the
provisional estimates for July 1 population annually provided by the Weldon Cooper
Center at the University of Virginia less the number of persons incarcerated in the prison
located in the county. Enrollment projections will be defined as the required September

30 enrollment, as provided to the Virginia Department of Education.
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VERSION 02 SCHOOL REQUESTS
AS MODIFIED BY BOARD OF SUPERVISORS ON JULY 31, 2018; 2/12/19 FIRE APPARATUS CARVE
OUT INCORPORATED; REQUESTED SCHOOL BOARD CHANGES IN RED

3. Funding for existing debt service for capital expenditures existing as of January 1, 2019

shall be $2,638,862.

4. Funding for debt incurred after January 1, 2019 shall also be paid by the County General
Fund; provided, however that

a. the Board of Supervisors may exclude from the operating budget transfer to the schools

any additional revenue created by increased rates or changes in tax structure for real

electrie)-taxes-and-motorvehicle-licenses adopted after January 1, 2019 so long as such
additional revenue is allocated to seheol-eapital-expenditures debt service for school
construction, and

b. the Board of Supervisors may exclude from the operating budget transfer to the schools
any additional revenue created by increased rates or changes in tax structure for real
estate, personal property, local sales, consumer utility (gas, mobile phone, telephone and
electric) taxes and motor vehicle licenses adopted after January 1, 2019 so long as such
additional revenue is allocated to operating and capital expenditures related to public

safety.

5 Both the School Board’s and Board of Supervisors’ annual operating budget shall include

a contingency fund to be determined by School Board and Board of Supervisors,

respectively.
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AS MODIFIED BY BOARD OF SUPERVISORS ON JULY 31, 2018; 2/12/19 FIRE APPARATUS CARVE
OUT INCORPORATED; REQUESTED SCHOOL BOARD CHANGES IN RED

6. The County Administrator shall use the provisions of this Memorandum of
Understanding each year in developing the County’s proposed operating budget to be

presented to the Board of Supervisors.

7. If the School Board determines a need for additional local funding to maintain its current
level of operations, to meet mandated “standards of quality”, to meet expected shortfalls
in other revenue sources, or to provide for additional initiatives, it shall make a formal
written request to the Board of Supervisors, through its Chairperson, within 30 days of
determining the need for additional funding, stating the purpose for which the additional

funding is needed and the amount of additional funding required.

8. Within 30 days of receipt of the Comprehensive-Annual-Finanecial-Report-{CAFER) School

Board’s receipt of its audited financial statement, if the schools have unspent funds from
that year’s appropriation and the School Board believes that the non-encumbered,
unspent funds should not revert to the County General fund as provided by State law, the
School Board may request, in writing, that the Board re-appropriate such funds to the
school by giving reasons supporting such request. The School Board shall also identify
how such re-appropriated funds will be used. Any re-appropriation of unexpended
appropriation at fiscal year-end shall be reduced by a 12.5% contribution to the County
fund balance. Revenue from state and federal (e.g. Impact Aid) sources for schools
unappropriated in the previous fiscal year shall be appropriated to the School Board for

the current fiscal year, reduced by a 12.5% contribution to the County fund balance.
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AS MODIFIED BY BOARD OF SUPERVISORS ON JULY 31, 2018; 2/12/19 FIRE APPARATUS CARVE
OUT INCORPORATED; REQUESTED SCHOOL BOARD CHANGES IN RED

9. The 2018 Memorandum of Understanding shall be in effect for FY 2020 and subsequent
fiscal years unless either Board prior to January 3 1** in the January prior to an upcoming

fiscal year votes to revoke their participation in this Agreement.

10. Upon adoption of this resolution by both Boards, the 2006 Memorandum of
Understanding shall be null and void and the 2018 Memorandum of Understanding shall,
in every regard, supersede the 2006 Memorandum of Understanding effective July I,

2019.

11. Schools shall participate in the County-wide CIP process and will include all school

capital projects within the unified CIP.

12. If the County determines that there will be a shortfall in budgeted revenues in the six (6)
sources of revenues transferred to schools, and the County Administrator directs the
County departments to reduce expenditures, it is expected that the schools will reduce
operating expenditures in an equivalent amount. The County Administrator shall inform
the School Superintendent of such action within 30 days, but in no event later than March
1. In no event shall any reduction of expenditures reduce the County’s obligation to

appropriate the minimum required local effort.
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Chairman, Prince George County Board of Supervisors ~ Date

Attest:

Prince George County Administrator Date
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Chairman, Prince George County School Board Date
Attest:
Prince George County School Superintendent Date
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