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OVERVIEW

The District made various spending reductions totaling nearly $400,000 in the 2011
Budget including negotiated 0% wage base increases for both unions, elimination of an
administrative and several supplemental positions, building budget reductions, various
County Educational Service Center (ESC) service reductions, and the suspension of
Board member compensation, all in an effort to deal with the funding shortfalls as
identified in the previous Administration’s Evidence Based (EBM) funding model.

The 2012 budget process proved to be even more challenging as Ohio legislators
grappled with an eight billion dollar budget hole, the loss of all Federal Stimulus dollars,
and an anemic economic recovery. All told, the District is scheduled to lose over
$1,000,000 in Federal and State funding for FY2012 AND FYO013 over 2011 levels as
reflected in the new “Bridge” funding model.

Adding to these financial pressures already facing the District, preliminary figures just
released by the county auditor’s office show an overall property valuation decrease of
8.5%, led by a 15% decline in residential property. The known effects are noted below,
but actual receipts could be further impacted, such as the 10% and 2.5% rollback
reimbursements, that won’t be able to be quantified until the effective tax rates are
provided to the counties later in the year.

At this point the District has identified reductions totaling nearly one million dollars over
the next two years by not replacing 3 retiring teacher positions, elimination of many
coaching and student activity positions, more instructional material purchase cuts, and
further negotiated reductions in special education costs from the ESC.

The Board continues to closely monitor and implement cost cutting actions wherever
possible.

ASSUMPTIONS
REVENUES

Property Tax Receipts

The District will lose approximately $190,000 this year from County Board of
Revision reductions associated with certain commercial property valuation appeals.

Additionally, the total property valuation of the district is expected to fall from 237.5
million to 218.6 million, or 8.5%, based on preliminary numbers from this year’s
property reappraisal. Final numbers and their corresponding effective millage rates
for all property types won’t be available from the state until December.



At a minimum, the reappraisal will result in a loss of approximately $80,000 from
inside (4.3 mills) millage. Additionally, the District has two operating levies that
could see their effective rates float upward and stop at the voted rate maximum. This
forecast anticipates a further annual loss of $50,000 of property tax collections.

This District has a 4.75 mill levy on the ballot in November. This would yield
approximately 1.1 million dollars to make up the difference in the loss of Federal
Stimulus dollars and the loss of Ohio Public Utility loss reimbursement and Tangible
Personal Property Tax loss reimbursement.

Tangible Personal Property (TTP) Tax

The Tangible Personal Property Tax is now completely gone, with the ending of the
five year phase-out that began in 2006.

Two years ago, the legislature failed to address the long-term solution to the Public
Utility Deregulation and TTP loss revenue replacements, but did commit to delaying
the start of these reimbursement loss phase-outs until at least 2014. However, given
the state’s budget issues, the phase-outs were moved up to the current 2012-13
biennium budget. This district is now scheduled to loose $130,000 in public utility
loss phase-out and $250,0000 in TTP phase-out in 2012 with a loss of $252,000 more
in 2013.

Property Tax Allocation

The reduction in the District’s property valuation could potentially have an impact on
the 10% and 2.5% Rollback payments received by the state. However, the property
tax rates are not scheduled to be released by the state until December so the impacts
are indeterminable at this time.

Unrestricted Grants-in-Aid — State Foundation Payments

This is the basic component of school funding in the state. State Foundation
payments have simply not kept pace. In 2009, the District received $4,243,501,
virtually the same amount received in 2002. The current ODE simulations show that
the district is scheduled to receive $3,834,206 in 2012 and $3,969,815 in 2013. This
1s 10% less than the District received a decade ago, with virtually the same student
enrollment.

Other Local Revenues
The category includes open enrollment, tuition transfers from other districts, student

activity fees, and investment income. Investment income has been the largest
component of this category, but we have seen the drop from $230,000 in 2008 to



$132,000 in 2009, and to $23,000 last year. With fund balances rapidly dwindling
and interest rates at all time lows, this category is now almost non-existent.

There is no expectation that interest rates will return to normal levels any time soon.

EXPENDITURES
Salaries

The certified (teachers) and classified (support staff) unions accepted concessions of 0%
wage base increases FY 11 and FY12. The forecast now uses 0% wage base increase
through 2016.

The district is current exploring seeking further concessions from the unions.
Benefits

The district belongs to the Wood County Health Consortium for Health Care Coverage.
This has been advantageous in controlling health care costs over the past few years.
Increases of a modest 2% in medical and dental health care premiums were achieved for
2010, similar to 2009.

The premium increase for 2011 took an unexpected jump in 2011, but returned to
“normal” levels in 2012, with increases of 5% medical and 4% dental. Even at that rate,
these are not sustainable costs and the district will need to develop alternatives to control
health care expenditures.

As previously noted, control of health care expenditures will be increasingly important in
the future. However, any material changes in our plans and/or increases in employee
contribution could cause a loss of our “grandfathered” status per the new Federal Health
Care Law. The loss of this status could potentially cost more than any savings realized
through mandated employee/employer contribution ratios. This could put Ohio School
Districts in a real box, as SB5 would mandate an 85/15% split in health care premiums,
causing a significant statewide problem for all Ohio Public Sector entities as they all
could lose their “grandfathered” status.

Still up in the air are the issues with the State Teachers Retirement System (STRS) and
the School Employees Retirement (SERS) system. STRS has been lobbying for years for
increases in both the employee and employer contributions percentages in order to
achieve mandated funding levels.

However, it’s hard to conceive that school districts could be in a position to take on this
added expense.



We are currently seeking explanation for a recently implemented “catch up” provision by
SERS who is moving from a calendar basis, 6 months in arrears to a fiscal year reporting
basis to align with the school districts. However, this will require this district to make up
this arrearage over a six-year period at cost of $24,000 per year. We are still waiting on
an explanation from SERS as to how this is calculated.

Purchased Services / Materials and Supplies

We expect most other spending categories to be relatively stable, or even lower
throughout the period. The District joined with 5 other county school districts in order to
negotiate significant dollar savings from the ESC for Special Ed services. They were
successful in achieving nearly $250,000 in savings from previous years.

The District has completed a four-year project to replace badly needed and outdated
textbooks on a district wide grade level and subject basis. We have spent considerable
resources on professional development, technology, and curriculum upgrades over the
past few years that have paid tremendous dividends in terms of achieving the coveted
“Excellent with Distinction” status for Lake Local schools in the 2010 school year,
followed by an “Excellent” rating for 2011.



