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GALION CITY SCHOOL DISTRICT


UPDATED FIVE YEAR FORECAST ASSUMPTIONS

JULY 1, 2013 THROUGH JUNE 30, 2018

Line 1.010 General Property Tax – Real Estate

Estimated real estate tax revenue decreased in FY2014 as expected; delinquent taxes play a significant role.  Real estate valuations dropped significantly after the 2012 reappraisal and as portrayed in this forecast, delinquent tax collection totals were expected to increase and bottom out through 2014 as the financial impact of the economy continued to affect the Crawford County region. In 2015 FY collections are expected to even out again for a couple of years until the next reappraisal year. While not nearly as much of an impact, valuations are expected to decrease again in the next reappraisal, again causing a negative impact on the projected forecast due to anticipated higher percentages of delinquent taxes, lower collection rates and Board of Revision changes. 

Line 1.020 Tangible Personal Property Tax

Revenues on this line of the forecast represent Rail Road Taxes collected.
Line 1.035 Unrestricted Grants-In-Aid

The State of Ohio is no longer using the same formula for state funding to school districts. The State of Ohio recently passed a new budget consisting of a revised formula for funding education. Fiscal year 2014 and 2015 have been updated based upon ODE simulation factors using FY 2013 student counts as reported to the State of Ohio (ADM). These estimates will be adjusted when FY2014 October ADM counts are reflected on the monthly report from the state. Revenue is flat-lined from 2015 through 2018 due to unknown effects on the budget after the first two years. Revenue from the State is no longer referred to as “Basic Aid”, it is now “Core Funding” which consists of an Opportunity Grant and Targeted Assistance if qualified. Galion does qualify for the Targeted Assistance revenue in FY 2014 and FY 2015.  Core funding revenue is determined by using per pupil amount ($5,745.00) times the determined state share percentage (approx. 73.7%), the base rate of funding is the product of those two numbers. The rest of the formula considers the wealth index as computed based on a three year average of income in this district, a three year average of state-wide income and the district ADM, the valuation index computed by using a three year average of district valuations, a three year average of state-wide valuations and district ADM and several steps to ultimately determine the Targeted Assistance and other restricted income areas such as Economic Disadvantaged funding, K-3 Literacy funding, Gifted funding, Special Ed funding, transportation and Limited English Proficiency funding.  These funds reflect an increase in overall revenue from the state in FY 2014 and 2015. It is being determined the areas that were cut with HB 59 and the overall affect the changes in the school funding formula will have on the district.
Line 1.040 Restricted Grants-In-Aid

Career-technical education funding is represented on this line. This amount remains consistent until the FY2014 counts are reflected in the new HB59 funding formula.
Line 1.050 Property Tax Allocation

This line represents the payments from the State of Ohio for 2.5% Rollback, 10% Rollback and Homestead. At this time these payments will continue to be paid by the state for existing tax levies. 
Line 1.060 All Other Revenue

Revenue such as interest, tuition, open enrollment, e-rate rebates, and Medicaid reimbursements included in this category are reflected with minimal change from year to year. A portion of this line is made up of school fees but not from every student, as the law requires a waiver of school fees for students with free status under the federal breakfast and lunch programs. The One to One technology program that began in FY 2013 generated an increase in fees that will level out once all students have acquired their devices. It is estimated that will take place FY 2014 and on. 
Line 2.050 Advances In

This line reflects return of advances from other funds.  From time to time the General 

Fund advances monies to funds to avoid a negative cash balance in that fund at fiscal year end.  Advances are normally repaid during the next fiscal year.  This line includes repayment of advances, which were advanced at the end of FY 2013.  In FY2015 and beyond this amount is expected not to exceed $40,000.
Line 2.06 All Other Financing Sources

This line is primarily made up of refunds of prior year expenditures. A minimal amount is reflected here, no reimbursements are expected but historically there have always been some received.
Line 3.010 Personal Services

This line reflects salaries of employees.  Reductions in staffing have been made over the past few years due to declining enrollment and inadequate finances.  A significant reduction in force for FY 2012 resulted in a reduction of 24 staff members.  Another reduction in staff was approved in May 2012 for fiscal year 2013 of 11 staff members, partially through attrition, as enrollment and revenues continue to decline.  Staffing levels will continue to be reviewed throughout the remainder of the forecast based upon changes in enrollment and available revenue. There was a freeze of salaries for fiscal year 2014 as a result of union negotiations.  Salary increases for fiscal years 2015 – 2018 are projected but can only actually be determined through negotiations with certified and classified unions.  2014 reflects a slight decrease in Personnel services reflecting a number of staff retiring at high end of pay scale and new hires expected at lower pay rates. The difference is not as great as originally estimated because Federal Grants that covered the salary of some employees were cut due to Sequestration and General Fund had to pick up the expense of the salary. FY 2015 reflects an increase to include possible increases but also to include possible additional staff if funding from federal grants continues to decline and possible growth in programs if student enrollment continues at its current rate.
Line 3.020 Employees’ Retirement/Insurance Benefits

Retirement benefits are projected based upon the change in salaries. Health insurance premiums increased 10-12% in FY 2014 depending on the employee plan. Rates are expected to continue to rise annually based on historical data. Galion School District is self-funded up to $150,000. At this time insurance claims continue to be difficult to predict and any change could have a significant negative impact on our ending cash balance. Beginning in fiscal year 2011, SERS required foundation payments to reflect current year salaries.  Previously the payments were six months in arrears.  The six-month arrearage continues to be repaid over the six following fiscal years.  These payments are now included in the projection of retirement benefits. 
Beginning in fiscal year 2013, the District became eligible for a group rating for workers’ compensation costs.  This resulted in a significant decrease in workers’ compensation premium.  Due to the minimal number of Workers Compensation claims the savings in premium is expected to continue.
Line 3.030 Purchased Services

The major components of this expenditure line are community school and open enrollment tuition, special education costs, utilities and property insurance.  Increases in this line vary from 1% to 3% to reflect recent economic conditions.  Community school and open enrollment cost increases were projected based upon historical trends. However, the Galion Board of Education is looking into possible programs to be implemented by the District working toward a decline  in the number of resident students attending community schools and electing open enrollment to other school districts in fiscal years 2014 through 2018.

A “true-up” with Energy USA caused a negative impact in 2012 of $46,217.46. A total of $9,243.49 will be paid yearly with the last payment due October 2016. This line reflects that payment for five years.

Utility cost estimates remained flat lined for next two years then a minimal increase in the estimates are reflected here.  In fiscal year 2011 a House Bill 264 energy conservation project was undertaken.  We are currently experiencing reductions in energy costs due to this project.  The district expects to continue contracting with a vendor to lock in low natural gas costs to maintain savings. 
HB 59 resulted in changes that we anticipate will cost the district more money. One of these is the financial cut to the Educational Service Centers. Our ESC is Mid-Ohio. The ESC offers a significant number of trainings and services to our staff members at little or no cost due to their state funding. With these cuts, we anticipate that we will incur greater expenditures in the area of staff professional development and services. The changes concerning ESC’s also had an effect on administrative costs that were absorbed in the Purchased Services line. There were also increases in ESC costs due to required staff adjustments to meet the needs of incoming students.
Line 3.040 Supplies and Materials

Inflationary increases of 1% to 2% throughout the forecast are the major change in this category.  Diesel fuel costs are estimated at a 3% increase to reflect the volatility of fuel prices. Updates in curriculum require purchases of new teaching tools. Where necessary these will be new textbooks. When possible this could be software and licenses for student use instead of textbooks as the One to One program continues to be implemented and grow. Technology costs and upgrades, teaching and office supplies, transportation, buildings and grounds and maintenance department supplies are also included in this area.
Line 3.050 Capital Outlay

Due to necessary cuts taken to insure financial stability of the district, the Capital Outlay plan was done away with. Now, after several years, the district is beginning to feel the result of that as high cost items are beginning to age and fail such as the bus fleet, maintenance vehicles, Heise Park facilities, parking lot repairs, basketball courts, etc. During fiscal year 2013 district leadership began to plan an implementation of a necessary Capital Improvement plan. Along with the changes from HB 59, the State of Ohio also now requires districts to set aside funds for Permanent Improvements. Our district has an existing fund titled Permanent Improvements with a minimal balance. In order to assure the use of the required amount of dollars by the State, these required dollars (approximately $357,000) will be transferred annually from the General Fund to the Permanent Improvement Fund. The Capital Improvement plan will then be funded through that Permanent Improvement Fund, therefore, there is no budget reflected in this forecast for Capital Improvements. The transfer of funds is reflected in line 5.01. A levy is on the ballot in November of 2013 that includes 1.4 mills toward Permanent Improvements. If the levy passes, the permanent improvement funds collected from property taxes can replace the $357,000 being transferred to the Permanent Improvement fund, allowing the $357,000 to remain in the General Operating fund. 
Line 4.300 Other Objects

Educational service center fees, auditor fees, real estate tax collection fees, membership dues, and election expenses are coded to this expenditure line.  They are higher in FY 2014  and beyond due to the additional costs pertaining to elections, and additional ESC fees being added as well as to reflect a minimal increase in all of these costs annually. A decrease is reflected in FY2015 by not including election expenses. If it is determined necessary to add election expenses for 2015, the line will be adjusted as/when needed.
Line 5.010 Operating Transfers Out

Operating transfers out are made to the severance fund to cover the employee retirements to date, also included is a set amount to transfer annually in order to carry a minimum amount in the event someone retires and to prepare for future retirements. This is necessary in order to plan and expend general fund dollars and have obligations planned and in reserve. There were eight retirements for fiscal year 2012 and twelve for fiscal 2013.  We are estimating eight retirements per year in fiscal years 2014 through 2016.  Additionally, this line includes the $357,000 transfer to the Permanent Improvement Fund less $100,000 estimated casino revenue that will be deposited into this fun to alleviate the strain on the general fund. There is also a transfer to the bond account from the general fund of approximately $41,000 to cover the payment for the HB264 bond and the interest that is not absorbed by the federal government as a result of sequestration.  
Line 5.020 Advances Out

These are advances made to other funds throughout the year that are returned on line 2.050 advances in.  
Line 10.01 Revenue from Replacement/Renewal Levies

Reflected on this line is the renewal of a 7.3 mill levy. The district will put the renewal levy on the ballot in FY2016. This levy will not increase payments made by the community only continue collections that already exist.

Line 13.02 Property Tax – New

With the changes in the state budget that are reflected in this forecast, cash balance deficits are delayed but not inevitable. The cash balance reflects a balance exceeding $1 million through FY2016 but that balance is real estate tax revenue received in the spring and has to maintain the expenses of the district until the next receipt of real estate taxes in the fall. Deficit spending each month (expenditures exceeding revenue monthly) draws from the cash balance sometime $200,000 to $300,000 a month. At this rate, the $1.2 million dollars reflected at the end of FY2014 would cover approximately 4 – 6 months of deficits, depleting the balance until the next receipt for real estate taxes is received.
This forecast reflects deficit spending in all years except FY 2015. The district administration has been working with the Ohio Department of Education and is undergoing a Performance Audit.  The Ohio Department of Education estimates we will see their results by November of 2013. The insecurity of fiscal stability and the lack of reserve to cover emergency situations are what leads the administration and the Galion Board of Education to incur levy expenses to gain community support in stabilizing the financial situation of the district.
The Board of Education evaluated many issues when considering whether to put a levy on the ballot. It was decided to put a levy on the November 2013 ballot. This forecast includes the effect of an 8-mill levy if it were to pass in 2013 for collection in 2014. Passing of this levy could nearly resolve cash flow issues through fiscal year 2018 and beyond on line 13.02. The passing of the levy would also mean the amount transferred out to the Permanent Improvement funds could remain in the General Operating Fund (approximately an additional $357,000). The revenue from the November levy, should it pass, would allow the district to bring back programs that have had to be cut due to reduced funding and allow our students to have more opportunities available. It is also very likely that the district would not need to request additional new money from the community for an extended period of time.
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