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Earlier today the School Committee's Negotiatipns Subcommittee and I met with the
leadership of the Teachers Union and of AFSCME. Our purpose was to inform the union
leadership, in advance of expected publicity, about a substantial budget shortfall in the
2007-08 fiscal year (FY 2008) that has been discovered in the past month. This problem
will likely have an effect on employees of the Salem Public Schools. Independent of any
press account that appears or that has appeared by the time you read this, I want to inform
you of the nature of the problem. I also want to advise each of you of the steps we are
taking to correct it.

As October progressed we learned through the efforts of the interim School Business
Manager and members of the Business Office staff that the former Business Manager
used $1.8 million from the FY 2008 budget to pay bills from FY 2007. The reasons that
this happened are not yet well understood. But the effect is clear: as of July 1, 2007, the
money available to pay for the 2007-08 school year's goods, services, and salaries was
effectively reduced by $1.8 million.

In additio~, we have learned that when the School Committee approved its FY 2008
budget in May, some major budget areas in the document recommended to the
Committee for approval were underfunded. Projecting actual anticipated expenditures
for FY 2008 to June 30, 2008, these major cost centers will run sizeable deficits. We
were aware over the summer that new special education teaching and paraprofessional
positions the need for which became apparent after July 1 were creating a budget
problem. But the underfunding I am referring to here apparently was based on
assumptions made last spring about major savings in special education that it was thought
administratively could be realized in FY 2008. Those assumptions were unsound. The
extent of these deficits is still being calculated. The total is likely to be considerable.

- Taken together, the charges that were made improperly against the FY 2008 budget and
the underfunded budget areas for FY 2008 create a substantial solvency problem for the
Salem Public Schools. That problem must be fixed during this school year. Doing that
will not be easy. Hard decisions will have to be made.




