
The budget outlook for 2020-21 is not good.  We are expecting a significant downturn in tax revenue which will result in significantly 
less SSSF for schools.  The legislature will receive a revenue report from the Legislative Revenue Office (LRO) on May 20. 
 
School districts are being alerted that there is concern the report could be down by a substantial amount.  State agencies have been 
directed to prepare budgets that are down by 8.5%.  It is important to know that these declines are based on the overall budget, not 
the remaining budget. Nearly half of agencies budgets will have been expended by July 1.  The reductions will look more like 17% 
when considering the amount of time left in this biennium. 
 
In addition, schools will also feel the impact of lottery revenue being substantially down.  Over $500 million of lottery revenue 
supports the SSSF.  Because of the closure of venues where video poker is played it is assumed the lottery revenue will be down by a 
considerable amount. 
 
After the LRO revenue report is released, the Governor will balance the budget by using available reserves and across the board 
reductions to all state agencies (the SSSF is part of the Oregon Department of Education budget). 
 
It is likely the legislature will be convened in a special session to recalibrate the budget.  This could mean release of some of the 
state’s rainy-day funds and/or adjustments to agency budgets.  The legislature has the authority to modify agency budgets. 
 
We know that some agencies such as the Employment Division, the Department of Human Services and the Oregon Health Authority 
are serving far more individuals and families than budgeted.  It is assumed that these agencies will require additional resources. 
 
It is also likely that future LRO reports (September) will show additional declines in revenue.  Which could mean mid-year 
adjustments to school funding.  The current thinking is that the September report could be down an additional one billion dollars. 
 
Below is some explanation of terms commonly used by education officials. 
 
SSSF or SSF – State School Support Fund (or State School Fund).  This is the primary source of school funding.  It is supported with 
personal/corporate income tax, the CAT, Marijuana Tax and Lottery funds. This fund is approximately $9.0 billion.  How it breaks 
down - $7.7 b from personal/corporate income tax.  $643 m from the CAT.  $100 m from Marijuana.  The remainder from the State 
Lottery (primarily video poker). 
 



SSA – Student Success Act.  This new law provides additional resources for improving the outcomes for children.  These are in three 
large buckets of money. 

 Early Childhood/Preschool 
 State Initiatives including Measure 98 full funding 
 Student Investment Account for schools 

 
SIA – Student Investment Account.  This is part of the SSA.  Gladstone School District was planning to receive $1.4 million from this 
fund.  A plan was presented to the School Board on February 12 for their approval. 
 
CAT – Corporate Activity Tax (sometimes referred to as the Gross Receipts Tax). This is the tax created to support the Student 
Success Act.  One provision of the CAT was a lowering of the personal income tax by approximately .25%.  The theory is that some of 
the CAT would be passed onto consumers.  The lowering of the income tax rate was an offset to the pass thru. 
 
This next part is important.  All of the lost income tax was charged against the SSSF.  The first $643 m of the CAT goes to the SSSF to 
make up for this lost revenue. 
 
ADM – Average Daily Membership.  Think of this as enrollment averaged throughout the year. 
 
ADMw – Average Daily Membership weighted.  The weights are for students with disabilities, English Language Learners, Poverty, 
etc.  No student can be weighted more than 1.0. 
 
Lottery – The SSSF is supported with approximately $535 million from the State Lottery. 
 
Marijuana Tax – The SSSF is supported with approximately $105 million in lottery tax. 
 
Property Taxes – Statewide schools receive approximately $4 billion over the biennium from property tax.  This does not include 
money from local levies such as a bond levy. 
 
M98 – Measure 98.  Voters approved Measure 98 through the initiative petition mechanism.  It calls for districts to receive $800 per 
high school student to improve high school graduation, to provide career and technical education and to assist students in planning 



for career/college after high school graduation.  In the 2017-19 biennium M98 was funded at about 60% of the required amount.  In 
2019-21 M98 was fully funded from SSA funding. 
 
ESSER Fund – This is the Elementary and Secondary Education Relief Fund.  It is part of the Federal response to COVID-19 relief.  We 
are anticipating receiving approximately $250,000 from the ESSER Fund 
 
What does this all mean for Gladstone?  It is yet to be determined.  Here is what we have going for/against us. 
 
The amount of immediate revenue loss will be in the hundreds of millions of dollars to the SSSF.  Current projections show a possible 
loss of revenue of +/- $1,000 per ADMw.  We are funded on 2,270 ADMw.  At this point, this is just speculation.  We will not know 
the impact until the legislature is convened in a special session.  This will likely occur in late May or early June. 
 
Positive Factors 
District Finances 
Our own district finances are strong.  We put the brakes on all spending in mid-March.  We believe our fund balances will 
improve.  This is good because it could allow us to partially bridge a downturn. 
 
Student Investment Account 
We will receive some money from the business activity tax.  It is doubtful it will be close to the $1.4 m we anticipated.  We did not 
move forward with hiring any positions using SIA funds. 
 
State Reserves 
After the early 2000's recession the state established a rainy-day fund to help bridge future recessions.  The rainy-day funds have 
approximately $2.7 billion.  There is no question that this money will help support and bridge a recession. 
 
Federal Stimulus 
The State has already received an additional $120 m to disperse to schools through the Title I formula.  The ESSER Fund will provide 
approximately $250,000 to support the 2020-21 school year.  There could be an additional stimulus plan to support State 
government.  However, this will likely be a partisan issue. 
 
 



Negative Factors 
Unemployment 
Oregon's tax structure is heavily dependent on personal income tax.  The high unemployment spells real trouble for revenue.  We 
will receive our first hint in a month when the Legislative Revenue Office submits their quarterly report.  Below I will discuss how this 
works and the significance of the quarterly reports. 
 
It has been reported that 330,000 people filed for unemployment in the last five weeks (at the time of writing this document) in 
Oregon.  This is roughly 15% of the workforce.  It is unknown when restrictions will ease and how rapidly the workforce will be 
reemployed. 
 
Enrollment 
The ADMw calculation for funding school districts is frozen based on the Q2 enrollment (January 1, 2020).  Since January 1, our 
enrollment has continued to decline.  Between January 1 and March 1, we lost 26 students.  In the first two weeks of March we lost 
an additional 10 students.  Third trimester is always a time we slide in enrollment. 
 
We do not know what the 2020-21 school year will look like in terms of distance learning or on-site learning.  Either way, K-12 
enrollment throughout Oregon could be impacted. 
 
The result is that we will be funded in 20-21 on a likely artificially high ADMw basis (Q2).  The correction will occur in May 2021.  We 
need to be braced that this adjustment could amount to a considerable amount of money in terms of lost revenue. 
 
If recent trends hold true, then we will lose additional students next year.  We could have a sizable deficit simply because of 
enrollment.  The full brunt of this will be felt in the 2021-22 school year. 
 
 
State Agency Demands 
You may have noticed recent articles on the financial issues with the Department of Human Services (DHS), hospitals/healthcare and 
Medicaid.  Each of these organizations has requested more funding because of unique issues.  The total will be well in excess of $1 
billion. I could see a great deal of the reserve fund going to prop up these essential services. 
 
 



General Comments 
One thing we can expect going forward are special sessions of the legislature following LRO quarterly reports (if they are 
negative).  By law, the legislature is required to have a balanced budget.  If revenue falls short, they have two options, raise revenue 
or cut agency budgets.  Raising revenue in this environment is unlikely. 
 
In these times cutting major budget categories like the Oregon Health Authority or DHS is not feasible.  In fact, they will need to find 
additional resources for their budgets.  This means that K-12 reductions may be disproportional. 
 
In the ODE estimates of school district funding, remember the factor with the ridiculous number of digits after the decimal point?  If 
there is less (or more) money for schools, the fraction changes and a completely different estimate appears.  In revenue shortfalls, 
this can amount to several hundred thousand dollars from one quarter to the next. 
 
Recommendation 
Flexibility will be critical in this budget cycle.  The budget we have submitted will allow for an adequate appropriation per Oregon 
budget law.  However, it is very unlikely that we will be able to operate at this level of a budget because of a loss of revenue. 
 
Our responses to a budget deficit will be to: 

 Use available reserves per Board and budget committee direction. 
 Freeze hiring. 
 Reduce staffing when and where possible. 
 Seek furlough days through negotiated labor agreements. 

 
 
 
 
 
 
 


