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Massillon City School District Performance Audit

EXECUTIVE SUMMARY

Project History

Pursuant to Ohio Revised Code Section 3316.042, the Auditor of State’'s Office may conduct a
performance audit of a school district in a state of fiscal watch or fiscal emergency, and review any
programs or areas of operations in which the Auditor of State believes that greater operational
efficiencies or enhanced program results can be achieved.

The Massillon City School District (MCSD) was placed in fiscal watch on January 6, 1997. As
required by law, the district developed afinancia recovery plan within 120 days and the first annual
update was submitted in January 1998. However, the district failed to submit its second annual
update in January 1999. The failure of a school district under fiscal watch to submit an updated
financia recovery plan acceptable to the state superintendent of public instruction results in a
designation of fiscal emergency. Consequently, on September 30, 1999, MCSD was declared to be
in fiscal emergency.

Pursuant to Ohio Revised Code Section 3316.041, the Auditor of State's Office initiated a
performance audit of the Massillon City School District. Based upon areview of MCSD information
and discussions with the Superintendent and the Ohio Department of Education, the following four
functional areas were selected for the performance audit:

Financia Systems
Human Resources
Facilities
Transportation

Planning for the performance audit began in September, 1999, and the actual performance audit was
conducted primarily during the months of October 1999 to January 2000.

The goa of the performance audit process is to assist the district and the Financial Planning and
Supervision Commission (the Commission) in making decisions with the objective of eliminating the
conditions which brought about the declaration of fiscal emergency. The performance audit is
designed to develop recommendations which provide cost savings, revenue enhancements and/or
efficiency improvementsand to performanindependent assessment of thedistrict’ sfinancia situation,
including development of aframework for afinancial recovery plan. Therecommendationscontained
in the performance audit will provide one major resource to the district and Commission in
developing afinancial recovery plan. However, the district and Commission are encouraged to assess
overal district operations and to develop other recommendations as well.
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Financial Planning and Supervision Commission

Asaresult of the Auditor of State declaring MCSD in astate of fiscal emergency, and in accordance
with Ohio Revised Code Section 3316.05, a Financial Planning and Supervision Commission was
created. This Commission, by law, has broad fiscal and management authority to deal withMCSD’s
financial problems. Commission membership includes the following:

The Superintendent of Public Instruction or designee

The Director of Budget and Management or designee

An appointment of the Governor

An appointment of the Mayor

An appointment of the Superintendent of Public Instruction who shall be a parent of a child
attending school in the district.

Ohio Revised Code Section 3316.06 requiresthe Financial Planning and Supervision Commission to
adopt afinancial recovery plan within 120 days of itsfirst meeting. The fiscal emergency legidation
stipulates that the plan must contain the following provisions:

I Eliminate the emergency fiscal conditions that prompted the Auditor of State’s declaration
of fisca emergency

Satisfy judgements and any past due payables and/or payroll and fringe benefits

Eliminate deficits in applicable funds

Restore to special funds any amounts borrowed or improperly used

Balance the budget

Avoid future deficits

Stay current in al accounts

Avoid future fiscal emergency conditions

Restore the school district’s ability to market long-term obligations.

The Commission has the following powers, duties and functions:

1 Review or assumeresponsibility for the devel opment of all tax budgets, tax levy and bond and
note resolutions, appropriation measures, and certificates of estimated resources to ensure
they are consistent with the financial recovery plan

Inspect and secure pertinent documents

Review, revise and approve determinations and certifications affecting MCSD made by the
County Budget Commission or the County Auditor

Bring civil actions to enforce fiscal emergency provisions

Implement steps necessary to bring accounting records, accounting systems and financia
procedures and reports into compliance with the Auditor of State'srules

Assume responsibility for all debt issues
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Make and enter into all contracts necessary or incidental to the performance of its duties

Implement cost reductions and revenue increases to achieve balanced budgets and carry out
financial recovery plan.

The Financia Planning and Supervison Commission is currently reviewing al monthly financia
reports, and is monitoring the processes followed by MCSD for all expenditures. The Commission
will continue in existence until the Auditor of State, or the Commission itself, determines that the
following conditions have been met:

Aneffectivefinancia accounting and reporting systemisin the process of being implemented,
and is expected to be completed within two years

All of the fiscal emergency conditions have been corrected or eliminated, and no new
emergency conditions have occurred

The objectives of the financial recovery plan are being met

The MCSD Board of Education has prepared afinancial forecast for afive-year period and
such forecast is, in the Auditor of State’s opinion, “nonadverse.”
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District Overview

The Massillon City School District (MCSD) is located in west-central Stark County. The district
encompasses approximately 20.1 square miles and serves 4,654 students. The City of Massillon has
a population of approximately 31,000. The district’s average daily membership (ADM), per the
October 1998 ADM count for FY 1998-99 is 4,654, compared to the previousfiscal year’'sADM of
4,868. SinceFY 1994-95, MCSD’ s enrollment has exhibited a moderate downward trend. MCSD’s
student attendance rate is 93.2 percent, alevel equivalent to the peer group average of 93.2 percent
and dlightly lower than the statewide average of 93.6 percent. Thedistrict’ s ninth grade proficiency
test passagerate is45 percent which issomewhat higher than the peer group average of 41.5 percent,
but significantly lower than the state average of 56 percent. MCSD met 7 of the 18 standards on the
district report card issued in 1999 for the 1997-98 school year, and met 8 of 27 standards on the
report card issued in 2000 for the 1998-99 school year. Thislevel of attainment placed the district
in the academic emergency category.

MCSD’s current financial condition is due, in part, to a history of deficit spending which has
necessitated both short and long term borrowing to fund general operations. The need for borrowing
was further necessitated by the loss of an anticipated construction grant for vocational education
facilities after the district had awarded the construction contracts. Although the state replaced the
grant with an interest free loan, $4.1 million was added to the district’ s debt position.

The Auditor of State, Local Government Services (LGS) office has certified an estimated deficit of
$3.3 million in FY 1999-00. The district will be required to borrow that amount from the State
Solvency Assistance Fund during the current fiscal year and repay one-half during each of the next
two fiscal years, FY s2000-01 and 2001-02. The current financial forecast provided in Table 2-1 of
the Financial Systems section of this report shows operating deficitsin FY 1999-00 and FY 2000-
01, followed by operating surpluses throughout the remainder of the forecast period, resulting
primarily from passage of a 9.7 mill emergency operating levy in November, 1999, and the full
collection of school district incometax revenues. The cumulative fund balance is projected to grow
to $4.7 million by FY 2003-04. However, thisfavorable forecast assumesthe renewal of the 5.3 mill
emergency operating levy in FY 2001-02. In addition, the failure to renew the 9.7 mill emergency
operating levy or to replace the school district income tax revenues when it expires will significantly
effect the district’ s financial position.

Votersin the City of Massillon have been marginaly supportive of the schools as evidenced by the
fact that 50 percent of the tax issues placed on the ballot since November 1998 have been successful.
Four of those ballot issues provided new revenue, and two were renewals. As a result, MCSD
received revenuestotaling $5,922 per pupil in FY 1997-98, placing it bel ow both the peer district and
state averages of $6,390 and $6,419 respectively. Per pupil expenditures in FY 1997-98 totaled
$5,122, an amount well below revenues. However, in each of the three previous fiscal years, per
pupil expenditures exceeded per pupil revenues 24 to 36 percent, as reported by EMIS.
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Asalabor intensive organization, MCSD expends approximately 85.2 percent of itsoperating budget
to fund payroll and fringe benefit costs. Thisamount is high compared to most school districts and
illustrates the limited resources available to the district for discretionary expenditures.

While MCSD has shown a consistent pattern of deficit spending over severa years, it has recognized
the seriousness of itsfinancial condition and initiated actionsto correct the underlying causes. Wages
were frozen during FY 1997-98 and FY 1998-1999, appropriations were reduced from prior levels,
and early retirement programs were offered to eligible employeesin an effort to reduce staffing. A
citizens advisory committee was formed in late 1996 to guide the district’sinitia financial recovery
plan and a 0.75 percent district income tax was passed in May 1997 to help pay down the general
operating debt.

In FY 1997-98, the district employed approximately 516.9 employees, including approximately 311
teachers. Thetotal number of employees has decreased by 9.2 percent since FY 1994-95 in response
to the digtrict’ s financial situation. MCSD has used a variety of effective management practices to
achieve staffing levels which are significantly lower that the peer districts and approximately equal
to recommended standards. MCSD maintainsa 17.1:1 student teacher ratio in elementary schools,
a22.8:1 student teacher ratio in the middle schools and a 27.3:1 ratio in the high school.

The average teaching salary in MCSD isthe lowest among the peer districtsand is 3.8 percent lower
than the peer district average. Average custodial and maintenance salaries are higher than the peer
district average by 11.8 and 1.4 percent respectively. MCSD teachers averaged 7.3 sick daysin FY
1998-99 and classified employees averaged 9.1 sick days.

MCSD’s annua benefit cost per employee is the highest among the peer digtricts at $5,245. The
higher costs can be attributed, in part, to MCSD not requiring its employees to contribute towards
premium costs. The peer districts are self-insured, offer less comprehensive medical coverages and
require their employees to pay significantly higher annual deductibles.

MCSD has negotiated collective bargaining agreements which provide management with the
necessary flexibility to effectively manage the work force. The contracts establish the teachers
annual contract at 184 days while classified employees are required to work eight hours per day. A
oneweek noticeisrequired to use personal leave, teacher transfer decisions are not based strictly on
seniority and ten years of service within MCSD is required to be eligible for severance pay.

MCSD operates seven elementary schools, two middle school, one high school, one stadium, one
transportation facility, and three administrative/other sites. The average age of the ten school
buildings is approximately 45 years and deferred maintenance has created significant capital needs.
In 1997, the Ohio Legidative Budget Office estimated that building repair, renovation and
replacement would cost approximately $58.5 million.

Executive Summary 1-5



Massillon City School District Performance Audit

In order to appropriately address educational needs and space availability, thedistrict should formally
adopt methodologies for projecting enrollments and functional capacity utilization. Enrollment
projections and capacity analyses should be updated on a regular basis. Based on current grade
configurations, projected enrollments, the district should consider closing one elementary school.

Thedistrict should also evaluate the adequacy of funding for future capital improvements. Currently,
MCSD lacks a dedicated capital revenue stream, and relies on general operating funds for building
repairs and improvements. While H.B. 412 set-asides will eventually provide some funding for this
purpose, these funds will not be adequate to meet the projected $58.5 million in costs.

In FY 1997-98, the custodial staffing level resulted in one FTE for every 26,824 square feet which
is 20 percent more square feet than the peer district average. Each maintenance employee was
responsible for maintaining 130,470 square feet, which is 4 percent more than the peer district
average. District groundskeepers maintain an averageof 24 acresper employee, whichissignificantly
less than the industry standard of 50 acres per employee and should result in a staffing reduction.

In the area of transportation, MCSD’ s operating ratiosfor regular and special needs students appear
high when compared to the peer districts. Approximately 2,023 students are eligible for
transportation and the district operates 22 busesand 9 spares. Thedistrict has17 busesthat are more
than 12 years old and exceed the standard criterion for replacement. The district needs to plan for
the replacement of these buses at a cost of approximately $940,000. The district’s current
replacement plan is not comprehensive and does not identify potential funding sources.

Operationally, the regular per student transportation costs of $290 exceed the peer district average
by approximately 16 percent. The specia needs per student transportation costs of $2,881 exceed
the peer district average by 106 percent. Reductions in transportation costs can be achieved by
increasing student capacity per bus, making more effective use of contracted services and attempting
to increase the use of paymentsin lieu of transportation for the parents of selected special needs and
non-public students. Cost reductions might also result from the use of school bus routing
optimization software.

In order to achieve and maintain financial stability, MCSD must continue its efforts to control costs.
The district’ s negotiated agreements with all four bargaining units expired on December 31, 1999,
and prudent bargaining with the unionswill help to ensure future financia stability. At aminimum,
the district must examine its benefit structure and the size of potential cost of living increases.

The performance audit provides a series of recommendations, many of which include associated cost
reductions, redirected services or efficiency improvements. Management should carefully consider
these recommendati onswhen making theimportant decisions necessary to establish financial stability
while improving on the educationa standards MCSD is providing.
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Summary Result

The summary result of the performance audit is contained on pages 1-8 through 1-16. The summary
result is followed by overall performance audit information including a definition of performance
audits, the objectives and methodology of performance audits, and peer district comparisons of key
information.

The performance audit examines four mgjor areas of MCSD operations. A summary of background
information, mg or findings, commendations, recommendationsand financial implicationsisprovided
for each area. However, athorough anaysis of each of thefour areas, including detailed findings and
recommendations, iscontained within the corresponding sections of thisreport. All interested parties
are encouraged to read the entire report.

The results of this performance audit should not be construed as criticism of MCSD management.
Rather, the performance audit should be used as a management tool by the district, the Financial
Planning and Supervision Commission, and the community to improve operationswithin the district.
MCSD isfacing anumber of new legidative mandates which must be implemented and which could
have financial implications. As the district addresses these issues, the performance audit provides a
series of findings and recommendations which should be considered in the decision-making process.
Each section of the performance audit contains commendations concerning certain aspects of district
operations which should not be diminished.

A tablerepresentingasummary of thefinancial implicationsof therecommendationscontainedinthis
report is presented on pages 1-17 through 1-19. However, the performance audit contains a more
complete discussion of all recommendations and should not be overlooked. If implemented, these
recommendations will improve the operational efficiency and effectiveness of MCSD asit worksto
achieve its educational mission.

The performance audit is not afinancial audit. Therefore, it was not within the scope of thiswork to
conduct a comprehensive and detailed examination of MCSD’s fiscal records and past financia
transactions. However, copies of the financial audits are available through the Auditor of State's
Office.
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Financial Systems

Thissection focuseson thefinancia systemswithinthe Massillon City School District (MCSD or the
district). The objective is to analyze the current financial condition of the district, including an
evaluation of internal controls, and develop recommendations for improvements and efficiencies.
Within this section, the development of the district’ s five-year financial forecast is examined, and an
additional forecast representing the Auditor of State’ s assessment of thedistrict’ sfinancial condition
is presented. Cost saving opportunities have been identified to assist the Financia Planning and
Supervision Commission (the commission) in preparing afinancial recovery plan for the district.

Background: ORC § 3316.04 requires the Auditor of State to place a school district in fiscal
emergency if it fails to submit an acceptable financial recovery plan to the State Superintendent of
Public Instruction within 60 days of being placed in fiscal watch, or fails to submit an acceptable
update of that recovery plan on an annual basis. In January 1997, MCSD met all the conditions
identified in ORC 8§ 3316.03 and was declared to bein fiscal watch. The district appropriately filed
aninitia financia recovery plan and an updated plan the following year. However, MCSD did not
submit an acceptable update to its financial recovery plan during 1999 and, on September 30 1999,
the Auditor of State declared the district to be in fiscal emergency. A Financiad Planning and
Supervision Commission hasbeen formed and given broad oversight authority to balancethedistrict’s
budget and eliminate the conditions that caused the declaration of fiscal emergency.

MCSD’s primary funding sources are local property taxes, school district income tax and state
foundation support. Residents have passed four of eight emergency operating levies placed on the
ballot during the past 10 years. Based on 1998 assessed valuation, one mill of property tax generates
approximately $351,000 of revenue for MCSD. In November 1999, the district successfully passed
a 9.7 mill emergency operating levy which is expected to raise approximately $3.4 million annually
for five years. Voters approved a four-year, 0.75 percent district income tax in May 1997 to pay
down the operating debt. MCSD has never passed a permanent improvement levy, attempting only
one in the past 20 years. The district is not digible to collect revenue through a joint city/school
district income tax.

Findings: During much of the past decade, MCSD demonstrated a pattern of deficit spending which
led to both short-term and long-term borrowing to fund operations. Currently, MCSD has
approximately $13.5 million of general operating debt, aswell as$12.5 million of outstanding capital
construction debt. The capital debt is serviced by abond issue passed in November 1988. 1n 1995,
MCSD began taking steps to address its declining financial condition by reducing staffing and
supplemental contracts, dispensing with wage increases for two years, creating a citizens advisory
committee, successfully passing operating and income tax levies, and restructuring state emergency
loans. However, district management has not fully quantified the financial benefit of all corrective
actions taken.
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In August 1999, MCSD hired a permanent treasurer who isdevel oping itsfive-year financial forecast
using aspecialized computer model. Output from the computer model is used as the primary means
of communicating the financial projections. Table 2-1 contains the Auditor of State's forecast
assuming no significant changes in the district’s revenue sources or spending patterns. A second
forecast, presented in Table 2-2, incorporates the financial implications of the recommendations
resulting from this performance audit to aid the commission in developing the district’s financia
recovery plan. Theforecast in Table 2-1 presents amore positive outlook than that prepared by the
treasurer. The treasurer has assumed no increase in state foundation revenue, a more conservative
estimate of income tax revenue and higher capital spending. Both forecasts assume the renewal of
a 5.3 mill emergency operating levy in FY 2001-02. Failure to renew the levy would eliminate the
projected positive balances in the treasurer’ s forecast. In addition, the failure to renew the 9.7 mill
emergency operating levy when it expires at the end of 2004 would remove a significant source of
revenue beyond the forecast period. Further, the expiration of the school district income tax on
December 31, 2001 will negatively affect district revenue. Both forecastsinclude estimated spending
and reserve requirementsunder H.B. 412. However, thedistrict hasnot fully quantified the potential
impact of Am. Sub. S.B. 55 and Am. Sub. H.B. 650.

MCSD receives a significantly higher percentage of total revenues from local sources than its peer
districts, and its effective milage has consistently ranked among the highest of the peer districts and
has been equal to, or near, the state average. The district’s average valuation per pupil is also
consistently among the lowest of the peers and significantly below the state average, while median
incomes for al four peer districts are generally low compared to the state average. MCSD has no
positions dedicated to coordinating grant-related activities or Medicaid reimbursements, and
consi stently ranks among the lowest of the peersin the percentage of revenue received from federal
sources. MCSD has not successfully passed a permanent improvement levy in the past 20 years, nor
hasit prepared along-range plan to addressits capital needs. Thedistrict relies primarily on genera
fund revenue to pay for the maintenance and upkeep of district facilities, and to finance capital
improvement projects.

The alocation of scarce resources among the various functions of a district is one of the most
important aspects of the budgeting process. An analysis of expenditures posted to USAS function
codes within the governmental funds indicate that MCSD’ s operating expenditures of $5,894 per
pupil were significantly below that of all other peer districts. However, at 61.4 percent, the
proportion the district spent on instructional services is comparable to the other peer districts and
only slightly below the peer average of 62.2 percent. Compared toitspeers, MCSD ranksat or near
the top in proportionate spending on non-instructional services and extracurricular activities.

District management has expressed a lack of confidence in the accuracy of its historical financial
records due to past inconsistent and inaccurate coding practices. Grant-related expenditures were
improperly charged to the general fund, supporting documentation could not be provided for
significant transactions and agreements, the capabilities of the USAS account structure were not
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being fully utilized and fiscal office personnel have not been adequately trained on necessary reporting
and record keeping procedures. MCSD has contracted with an independent public accounting firm
to provide audit services and to prepare the district’s GAAP-basis financia statements, but has not
released its audited financial statements within the required six month time frame.

Recommendations: MCSD should establish procedureswhich will alow thetreasurer to accurately
and efficiently monitor, control and report on the progress being made toward financia recovery, as
well as procedures to ensure the compliance with related filing requirements. The treasurer must
quickly gain a clear understanding of the district’s financial situation. Historical records must be
corrected, office personnel must be properly trained, available software and coding options must be
fully utilized, and internal control procedures must be strengthened.

MCSD should examine its spending patterns and reall ocate resources toward those programs and
prioritieswhich will have the greatest impact on improving educational achievement and proficiency
test results. A comprehensive long-term capital plan should be created and linked to the five-year
forecast. Thetreasurer should prepare aseparate document designed to communicate the underlying
forecast assumptions and computations in a concise and easily understandable format.

Other significant recommendations include the following:

Centralize oversight and control over grant-related activities.

Consider obtaining professional assistance in administering the Medicaid reimbursement
program

Comply with the requirement to prepare and issue audited financial statements within six
months of the end of the fiscal year.

Human Resour ces

Background: The human resources section evaluates the number, makeup and compensation of
MCSD employees, substitute utilization and costs, benefits administration, contractual issues and
other employment and organizational issues of MCSD. The human resources functions carried out
by the district employees include recruiting and selecting employees, monitoring compliance with
employment standards, facilitating empl oyee performance val uations, placing substitutes, conducting
grievance and discipline hearings, and negotiating as well as administering collective bargaining
agreements.

Findings: MCSD’s total staffing is the lowest among the peers. These staffing levels have been
achieved primarily by offering an early retirement incentive for the period from FY 1995-96 through
FY 1997-98. Additionally, the district is currently offering a second early retirement incentive for
FY s1998-99 through FY 2000-01. When compared to the peers, MCSD hasthe highest percentage
of direct instruction personnel and the lowest percentage of employees categorized as educational
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support service personnel. An analysis of ateacher’s work day indicates that the average middle
school teacher is provided with aplanning period, an activity period and ateam period, and are only
educating students approximately five out of nine periodsaday. In contrast, the average high school
teacher is provided with a planning period and is educating students approximately six out of eight
periods aday. MCSD maintainsa 17.1 to 1 student teacher ratio in the elementary schools and a
combined 25.3 to 1 ratio in the secondary schools. The student teacher ratios in the elementary
schools exceed state minimum guidelines while the student teacher ratios at the secondary level are
approximately equal to the standards. Thedistrict’s student teacher ratiosin the areas of vocational
and specia education are approximately equal to the recommended standards and exceed peer and
county averages.

MCSD spent $317,057 on substitute servicesin FY 1998-99 including $172,449 in teacher substitute
costs. MCSD required substitute teachers for approximately six percent of the total teaching days
in FY 1998-99. In response to substitute teaching shortages, the district has successfully run
advertisementsin the newspapers and on television in an effort to recruit its own pool of substitutes.
MCSD’s classified employees averaged 9.1 total leave days per year which is higher than the peer
average and the Bureau of Labor Statistics governmental worker average. Additionally, MCSD’s
custodial/maintenance employeesaveraged 10.5 sick days, food service employeesaveraged 9.3 sick
days and transportation employees averaged 15.6 sick days, all of which were the highest among the
peers.

The administration of benefitsfor MCSD is handled by a clerk within the treasurer’ s office. MCSD
belongs to the Stark County Schools Council of Governments (COG) which is a consortium
composed of approximately 30 city and local schools districts, universities and educational service
centers. The primary purpose of the COG isto provide medical and dental benefitsto districts at a
lower cost than if they acted independently. With the exception of transportation employees, the
board pays 100 percent of the medical premium costs for all employees. Additionaly, with the
exception of transportation and custodial employees, the board pays 100 percent of the dental
premium costs for all employees. In comparison to the peers, MCSD has the highest insurance cost
per employee which can be attributed to the fact that the district does not require employee
contributions, the peers are self-insured and offer less extensive medical coverages, and the peers
require their employees to pay significantly higher annual deductibles.

MCSD hasfour collective bargaining agreements which cover the mgjority of its employees and are
all set to expire on December 31, 1999. The MEA agreement establishes the annual contract at 180
instructional days which is the highest among the peers. Currently, the MEA does not compensate
thedistrict for members' salaries and substitute costs associated with time off to conduct association
business. The OAPSE contract establishesan employee’ sprobationary period at 60 daysand indicates
that vacanciesand newly created positionswill befilled based on seniority. Additionally, the OAPSE
contract provides 12 month employeeswith apaid picnic day occurring in July or August, establishes
the sick leave accrua rate for nine month employees at 1 1/4 days per month, requires classified
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employees to work eight hours per day and allows employees to earn compensatory time off if they
are required to work on a calamity day. Both the MEA and OAPSE contracts contain language
which precludes management from implementing a reduction in force without first offering an early
retirement incentive. Furthermore, both contracts allow employees 30 days to file a grievance and
establish severance payout policies which are more generous than ORC requirements.

Commendations: MCSD has been proactive in adjusting its staffing levels to reflect the district’s
financia condition aswell asfluctuationsinenrollment. MCSD uses|ower salaried monitorsto cover
duty periods in the high school which allows the district to make the best use of its higher salaried
teaching resources. Ananaysisof MCSD'’s staffing in comparison to the peers showsthat it hasthe
highest percentage of direct instruction personnel indicating that it is directing more of its operating
resources toward instruction.

Other significant commendations include:

Improving the district’ s financia condition by negotiating employee wage freezes
Maintaining vocationa and special education staffing levels consistent with ODE standards
Implementing practices which reduce the costs of providing insurance benefits

Managing the workers' compensation program in an effective manner

Negotiating several favorable contractual provisions

Recommendations: Thedistrict should consider adopting amiddle school teaching schedule similar
to the high school and require teachers to teach classes six periods a day. Implementing this
recommendation could potentially allow the district to reduce eight middle school teaching positions
which would save approximately $390,000 annually. Reducing sick leave taken by teachers by one
to threedayscould save M CSD between roughly $15,000 and $45,000 annually. Reducing sick leave
taken by classified employees by three to five days could save MCSD between roughly $22,000 and
$36,000 annually. MCSD should consider requiring full-time employees to contribute towards the
monthly medical and dental premium costs. Establishing employee contributions between five and
twenty percent would save MCSD between approximately $111,000 and $472,000 annually.

Other significant recommendations include:

Requiring the MEA to reimburse the district for substitute costs when on association leave
Negotiating to remove the provisions in the contracts disallowing reductions in force

L owering the severance payout policy to ORC standards

Reducing the number of paid holidays granted to classified employees

Reviewing the sick leave accrud rate for nine-month classified employees

Financial Implication: It is estimated that the implementation of al the recommendations in this
section of the report would result in an annual savings of approximately $579,000 to $990,000 with
a cost avoidance ranging from approximately $300,000 to $400,000.
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Facilities

Background: The department of buildings and grounds is responsible for maintaining MCSD’ s
facilities. The district consists of 15 sites with atotal area of 782,818 square feet. There are 10
schools, 1 stadium complex, 1 transportation facility, 1 administrative building, 1 adult basic
education building and 1 stockroom. The department includes 39.6 full-time employees and has an
annua budget of approximately $3.4 million dollars. Facility surveys, conducted by the Ohio
Department of Education in 1990 and the Ohio L egidative Budget Officein 1997, estimated it would
cost between $44.7 and $58.5 million to repair and upgrade MCSD’ sfacilitiesto minimum health and
safety code standards.

Findings: MCSD custodians maintain an average of 26,824 square feet per custodian, 12 percent
more average square footage than the peer average. In part, overtime usage is high because of
weekend building checksand special events. Custodial workersaverage $5,544 inovertimeeachyear.
Often, custodians do not have adequate management support to expedite emergency repairs.

The physical condition of thedistrict’ sbuildings, neglected for several years, poses substantial repair
obstacles for the district’s maintenance workers. Maintenance employees maintain a high square
footage, an average of 130,470 square feet per maintenance worker and approximately 73 percent
more than the AS& U Region 5 average. MCSD grounds workers currently maintain 52 percent less
area than the AS& U Region 5 average and accrue approximately $14,577 in overtime each year.
Groundskeeping equipment is outdated and in poor repair, which represents a significant cost to the
district in employee time. The district should either invest in new equipment or privatize the
groundskeeping function.

Thedistrict has not devel oped acomprehensivelong-term facilities plan to guide day to day activities
nor has the district implemented recommendations from its facilities study. Preventive maintenance
has not been employed for over a decade and the facility infrastructure has suffered asaresult. The
district does not use an annual maintenance plan and the lack of planning and upkeep has led to
increased expenditures and impeded efficiency.

MCSD has not taken advantage of H.B. 264 funding to reduce energy costs. Energy conservation
measures have not been employed to reduce utility usage and lower costs. Although the district is
participating in adiscounted gas program through Power Resources, MCSD has not enrolled in the
Energy for Education program, which provides el ectricity at adiscounted rate. The district’ s utility
costs are approximately 18 percent per square foot higher than the peer average.

Commendations: MCSD custodia staff are responsible for 4,493 square feet or 17 percent more
per custodian than the peer district average and 2,949 square feet and 11 percent more per custodian
than the AS& U Region 5 average. The limited use of carpeting in the buildings and the ownership
and pride custodians demonstrate toward their work assignments contribute to the high square
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footage per custodian. Thedistrict’s maintenance staff is responsible for maintaining 55,470 square
feet (43 percent) more per maintenance employee than the AS&U Region 5 average. Factors
contributing to M CSD’ shigh squarefootage maintained include assigning minor repairsto custodians
and cross training tradesmen. Massillon also purchases deregulated gas through Power Resources
resulting in savings that can be reallocated to more vital district needs.

Recommendations: The district should develop a comprehensive long-range facilities plan to
encompass annua and preventive maintenance and long-term facility plans. The plan should include
an annua maintenance plan detailing by year the types of work to be performed, an ongoing
preventive maintenance plan for each of the district’ sfacilities, facility evaluations as well as capita
improvement needs, enrollment projections, capacity and space utilization analyses, and an
implementation plan and budget. The district should consider consolidating the elementary student
population into the newer school buildings and closing one el ementary school.

Overtime should betracked and monitored and the district should investigate alternativesto overtime
use. After replacing outdated groundskeeping equipment, MCSD should reduce the size of its
grounds crew and reallocate those resources to maintenance activities, adding one maintenance
worker to the current maintenance staff.

Thedistrict should take advantage of H.B. 264 fundsto finance capital improvementssuch aslighting
upgrades, boiler replacement, and roof, door and window replacements. Upgraded equipment and
the increased use of technology associated with some H.B. 264 projects has the potential to create
savingsin personnel and energy costs. MCSD should a so implement an energy management program
to lower utility costsin each school building. Finally, thedistrict should take advantage of the Energy
for Education el ectricity savings program which would increase funding availablefor educational and
facilities-related programs.

Other significant recommendations include the following:

I Implementing an integrated fire alarm, boiler control and security system. MCSD should
incorporate freezer temperature alarms and motion sensors into an integrated alarm system
and restrict the number of people who have access to district buildings during non-business
hours.

Developing aformal plan to replace old vehicles, mowers and tractors to increase efficiency
and reduce the need for excess grounds keepers.

Adopting atesting and screening process to identify qualified candidates when hiring and
promoting classified personnel.

Financial Implications: It isestimated that the recommendationsin this section of the report would
result in an annual savings of $537,000 - $768,000, an annua cost avoidance of $79,000, with
implementation costs of $357,000 - $403,000. Estimates by the Ohio L egislative Budget Office place
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the capital cost to repair and upgrade MCSD' s facilities to the minimum standards and codes for
health and safety at $58.5 million.

Transportation

Background: In FY 1999-00, Massillon City School District (MCSD) provides transportation
services to 2,023 students through various means. On a daily basis, district buses transport 1,700
public, 280 non-pubic and 17 specia needs students. In addition, approximately 21 specia needs
students are transported by board-leased vans and five non-public students receive paymentsin lieu
of transportation. The district operates 22 school buses and two board-leased vans which travel an
estimated 198,933 miles on 53 daily routes. The transportation department is staffed with 29
employees and budgeted expenditures for FY 1999-00 are $685,625.

Findings: Statelaw requiresschool districtsto providetransportation for studentsin gradesK-8who
reside two or more milesfrom their designated school of attendance. MCSD transportsall students
ingrade kindergarten to eight who live one or more milesfrom their designated school of attendance.
MCSD does not transport students in grades 9-12.

MCSD does not use routing software to design bus routes. Instead, routes are manually designed
or adjusted from previousyears. Based on FY 1999-00 ridership information provided by thedistrict,
MCSD’s bus fleet is operating at approximately 67 percent of capacity, with 79 percent of
transportation routes scheduled with one or two runs.

The district’s average cost to transport a regular needs student is $290, while the average cost to
transport special needs students is $2,881. Peer district averages for regular and special needs
transportation are $249 and $1,395 respectively. MCSD’ sregular needstransportation cost of $291
on district buses is second highest among the peer districts. The cost per bus of $26,189 is highest
among the peer districts. Peer district averagesare $286 and $22,047 respectively. For specia needs
transportation, MCSD has the highest cost per student on district buses ($3,099), contracted other
vehicles($2,002) and all modes of transportation ($2,881). Peer district averagesare $1,444, $1,780
and $1,395 respectively. Thedepartment experiencesahigh rate of absenteeismand sick leave usage,
averaging 15.6 sick daysand 21 total |eave days per employee per year. Thehigh levelsof sick leave
and absenteel sm usage arefactorsthat contributeto the high overtime and substitute costswhichtotal
$21,468 and $63,684 respectively.

MCSD'’s busfleet has an average age of 11.3 years. Seventeen buses exceed the age guidelines for
replacement. Fuel is purchased through a consortium utilizing alocal wholesaler. Thedistrict takes
advantage of available refunds of federal excisetaxes. District opportunitiesfor privatizationin the
area of transportation were determined to be low to moderate.
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MCSD’ s union contract with OAPSE Local 114 provides guaranteed hoursfor all busdrivers. The
contract with Local 114 does not include an attendance incentive for department employees or
require annual performance evaluations for departmental staff.

Commendations: In August 1999, MCSD reduced its transportation services and costsin response
to financia constraints. MCSD’ s transportation supervisor is consulted during the development of
Individualized Education Programs (IEP) for students who require special transportation services,
thus assuring that only those students requiring special transportation services are transported by
gpecia needs vehicles. MCSD’s participation in the Stark County Schools Consortium to purchase
gasoline and diesel fuel is estimated to save the district $29,422 in fuel costs for FY 1999-00.

Recommendations. MCSD should exploreother meansfor transporting special needsstudents. The
district should also consider increasing bus capacity utilization to more closely meet industry
standards and reducing the bus fleet by up to four buses. During the next negotiations, the district
should seek the elimination of guaranteed hoursin the contract. Automated routing software would
alow the district to test various route and bell schedule options to ensure that bus capacities and
driver hours are optimally utilized.

Other significant recommendations include the following:

Establishing a safety committee to review transportation policy exceptions

Implementing an attendance incentive program to reduce sick leave and overall leave usage
and taking steps to decrease overtime and substitute costs for transportation personnel

1 Conducting transportation department employee evaluationsat |east annually to identify both
high performance and problem areas

Requiring ASE certification as a condition of employment for future mechanics

Including in its bus replacement plan the average age and cost of replacement for each bus
and investigating other purchasing and funding options for replacement buses

Financial Implications: The implementation of the recommendations found in this section of the
report would result in estimated annual cost savings of $161,000 and implementation costs of
$20,000. Costs avoided by not having to replace four buses are estimated at $220,000. The
magnitude of cost savings associated with some recommendations will be affected by the
implementation of other interrelated recommendations.
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Summary of Financial Implications

The following table summarizes the performance audit recommendations which contain financial
implications. These recommendations provide a series of ideas or suggestionswhich MCSD and the
Financia Planning and Supervision Commission should consider. Certain of the recommendations
are dependent on labor negotiations or community approval. Detailed information concerning the
financia implications, including assumptions, is contained within the individual sections of the
performance audit report.

Estimated Revenue Enhancements, Cost Savings, Cost Avoidance and I mplementation Costs

Ref.
No.

Recommendations From All
Sections

Cost Savings

Cost Avoidance

Implementation Costs

Human Resources

R3.1

Increase number of periods
middle school teachers are
required to teach

$390,000

R3.2

Reduce sick leave usage
among certificated staff

$15,165 - $45,495

R3.4

Reduce sick leave usage
among classified staff

$21,614 - $36,023

R3.6

Increase employee
contributions towards health
care premiums

$111,059 - $471,526

R3.7

Require MEA to reimburse the
district for costsincurred to
accommodate association leave

$540 - $5,000

R3.13

Achieve cost avoidance by
implementing a reduced
payout of sick leave for
severance payments to
certificated and classified staff

$300,000 - $400,000

R3.16

Eliminate the paid picnic day
for classified employees

$4,000 - $5,000

R3.17

Reduce sick leave accruad rate
for nine-month classified
employees to ORC standards

$28,000
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Estimated Revenue Enhancements, Cost Savings, Cost Avoidance and I mplementation Costs

Ref. Recommendations From All
No. Sections Cost Savings Cost Avoidance Implementation Costs
R3.21 | Discontinue practice of
granting compensatory time to
classified employees working $9,000*
on a calamity day
Facilities
R4.1 | Hireacustodia supervisor and
promote three custodians to $45,000 - $49,000
head custodian (Annua Cost)
R4.2 | Implement atraining program. $5,000 - $6,250
(Annua Cost)
R4.4 | Reduce custodial overtime
expenditures. $69,000 - $133,000
R4.5 | Hireone additional $38,000
mai ntenance employee. (Annua Cost)
R4.6 | Purchase anew John Deere
tractor and a 3/4 ton snow
plow ready pick-up truck
under the state contract. $31,200
R4.7 | Reduce the grounds crew staff
by one employee. $36,400
R4.9 | Purchase automated work
order system. $5,000 - $15,000
R4.10 | Reduce maintenance overtime
expenditures. $30,000 - $60,000
R4.20 | Close one elementary school
building. $264,0007
R4.21 | Implement a new security $131,000 - $162,000
system. (Annua Cost for 5
$79,000 Years)
R4.22 | Implement an energy savings
program. $111,000 - $221,000 $102,000
R4.23 | Enrall in the Energy for
Education Program. $27,000 - $54,000
Executive Summary 1-18



Massillon City School District Perfor mance Audit

Estimated Revenue Enhancements, Cost Savings, Cost Avoidance and I mplementation Costs

Ref. Recommendations From All
No. Sections Cost Savings Cost Avoidance Implementation Costs

Transportation

R5.2 | Consider reducing bus fleet by
four buses $104,756 $220,000

R5.3 | Consider using other forms of
transportation for special

needs students $56,544

R5.9 | Consider the purchase and use
of routing software $20,000
Total $1,278,078 - $1,919,744 $599,000 - $699,000 $377,200 -$423,450

1A ssumes three calamity days per year.
2Savings do not include costs associated with capital repairs avoided at the closed school.

The financial implications summarized above are presented on an individua basis for each
recommendation. The magnitude of cost savings associated with some recommendations could be
affected or offset by theimplementation of other interrelated recommendations. Therefore, theactual
cost savings, when compared to estimated cost savings, could vary depending on theimplementation
of the various recommendations.
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Objectives and Scope

A performance audit is defined as a systematic and objective assessment of the performance of an
organization, program, function or activity to develop findings, conclusions and recommendations.
Performance audits are usualy classified as either economy and efficiency audits or program audits.

Economy and efficiency audits consider whether an entity is using its resources efficiently and
effectively. They attempt to determine if management is maximizing output for a given amount of
input. If the entity is efficient, it is assumed that it will accomplish its goals with a minimum of
resources and with the fewest negative consequences.

Program audits normally are designed to determineif the entity’ sactivitiesor programsare effective,
if they are reaching their goals and if the goals are proper, suitable or relevant. Program audits often
focuson therelationship of the program goal swith the actual program outputsor outcomes. Program
audits attempt to determineif the actual outputs match, exceed or fall short of the intended outputs.
This audit was primarily designed as an economy and efficiency audit.

The objectives of performance audits may vary. The Auditor of State's Office has designed this
performance audit with the objective of reviewing systems, organizationa structures, finances and
operating proceduresto devel op recommendationsfor reducing operating costs, increasing revenues
or improving efficiency. Specific objectives of this performance audit include the following:

I Identify opportunities for improving district effectiveness, responsiveness and quality of
service delivery which is cost beneficial.
I Identify opportunities for improving district procedures, work methods and capital asset

utilization which should result in higher quality and/or reduced costs.

Determine if the current district organization is flexible and effectively structured to meet
future demands.

Evaluate financial policies and procedures and provide recommendations for enhanced
revenue flows, expenditure reduction ideas or alternative financing techniques.

I Assure administrative activitiesare performed efficiently and effectively without unnecessary
duplication.

Determine if support activities are sufficient to meet educational objectives.

Ensure education goals and objectives are supported by the administrative organization.
Ensure the administrative hierarchy does not diminish teacher effectiveness.

Perform an independent assessment of the district’ s financia situation including developing
aframework of afinancial recovery plan.

The performance audit topics focus primarily on the system/business side of school district
operations. By focusing on systems, the audit providesthedistrictswith alternative recommendations
intended to enable the districtsto operate more efficiently and economically. Certain systems are not

Executive Summary 1-20



Massillon City School District Perfor mance Audit

operating effectively and do not support the mission of education. Enhancements to these systems
will assist in improving the delivery of educational services to students.

The performance audit on the Massillon City School District coversthefollowing areas of operation:

Financia Systems
Human Resources
Facilities
Transportation

These particular areas were selected pursuant to discussions with the district and the Department of
Education. Within district operations, these areas are important to assess because they typically are
major cost centers and have the potentia to create a significant financial or operational risk.

M ethodology

To complete the performance audit, auditors gathered and assessed a significant amount of data
pertaining to MCSD, conducted interviews with various groups associated with MCSD and
conducted interviews and assessed information from the peer districts along with other school
districts. The methodology is further explained below.

Use of previous studies, reports and other data sources

In assessing the various performance audit areas, MCSD was asked to provide any previous studies
or analyses already prepared on the subject areas. In addition to assessing the information, the
auditors spent significant amount of time gathering and assessing other pertinent documents or
information. Examples of the studies, reports and other data sources which were studied include:

1 MCSD'’s financia forecasts, annual reports, the general ledger for the period July 1998
through May 1999 and actual tax receipts for June 1999

Board Policy Manual and board minutesincluding appropriation resol utionsand amendments
Ohio Revised Code and Administrative Code

Various contracts with vendors and competitive contracting proposals

Negotiated union contracts, current organizational charts and departmental handbooks
Various reports and studies conducted by the Department of Education and Educational
Management Information System (EMIS)

American School and University’s 26™ annual Maintenance and Operating Cost Study
Reports regarding the State Emergency Loan Program and State Subsidy Fund
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I nterviews, Discussions and Surveys

Numerous interviews and discussions were held with many levelsand groups of individualsinvolved
internaly and externally with MCSD. These interviews were invaluable in developing an overall
understanding of district operations, and in some cases, were useful sourcesin identifying concerns
with MCSD operations and in providing recommendations to address these concerns. Examples of
the organizations and individuals which were interviewed include:

Teachers, principas, directors, and administrators

Heads of the four unions

The Ohio Department of Education

Representatives for the Stark County Auditor

An employee of the Ohio School Council

Representatives from other school districts including Alliance CSD, Barberton CSD, and
Mansfield CSD

Benchmark Comparisonswith Other Districts

Three other school districts, Alliance City School District, Barberton City School District and the
Mansfield City School District, were selected to provide benchmark comparisons with MCSD.
Performance indicators were established for the various performance audit areas to develop a
mechanism for determining how effectively and efficiently MCSD is providing the necessary
functions. The information was gathered primarily through information contained within the State
of Ohio Educationa Management Information System (EMIS) and information provided by the
selected peer districts named above.

Certain other performance audits had information or suggested procedures which were used where
applicable. These procedureswere selected to provide certain benchmark comparisonswith MCSD
regarding employees wages and benefits, and transportation.
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Comparative Districts

One important component of a performance audit isthe selection of peer districts. The peer groups
provide an ability to compareinformation and statisticswhile providing benchmarking data. The peer
group selection for this performance audit includes Alliance City School District, Barberton City
School Digtrict, and Mansfield City School District. These districts were selected as peer districts
because of similar demographic statistics. The peer district averages include Massilion City School
District unlessotherwise noted. The statewide averageincludesall school districtslocated withinthe
state of Ohio. Certain information contained within the Executive Summary may differ from the
individual sections due to the timing of the data from the Department of Education.
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Massillon’ saverage daily membership (ADM) was 4,654 in FY 1997-98. Thisisthe second highest
among the peer districts and dlightly higher (0.6 percent) than the group average in FY 1997-98.
Over the four year trend period, only Mansfield experienced an increase in ADM. Massillon's 1.8
percent decrease over thefour year trend period was similar to the group averagefor thisperiod. The
state average increased 0.9 percent for the four year trend period. ADM differs from standard
enrollment inthat it makes adjustmentsfor Kindergarten, Special and V ocationa Education students.

Average Daily Member ship
Fiscal Year | Fiscal Year | Fiscal Year | Fiscal Year Per cent Change
1995 1996 1997 1998 1995-1998
Massillon 4,738 4,539 4,868 4,654 (1.8%)
Alliance 3,767 3,774 3,753 3,520 (6.6%)
Barberton 4,070 3,967 4,016 3,994 (1.9%)
Mansfield 6,280 6,176 6,219 6,325 0.7%
Group Avg. 4,714 4,614 4,714 4,623 (1.9%)
State Avg. 2,870 2,876 2.901 2,896 0.9%

Sour ce: Educational Management Information System (EMIS) data, 1999 Ohio Department of Education.
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Massillon’s expenditures per pupil were the lowest among the peer districtsin fiscal year 1998. At
$5,122, Massillon’s spending was over 17 percent lower than the group average, and nearly 16
percent lower than the state average in fiscal year 1998. In addition, Massillon experienced the only
decrease of 5.7 percent over the four year trend period.

Expenditures Per Pupil
Fiscal Year | Fiscal Year | Fiscal Year | Fiscal Year Per cent Change
1995 1996 1997 1998 1995-1998

Massillon $5,431 $5,814 $5,415 $5,122 (5.7%)
Alliance $5,150 $5,511 $5,646 $6,103 18.5%
Barberton $6,079 $6,367 $6,749 $7,055 16.1%
Mansfield $5,871 $6,313 $6,420 $6,481 10.4%
Group Avg. $5,633 $6,001 $6,058 $6,190 9.9%

State Avg. $5,391 $5,466 $5,815 $6,071 12.6%

Sour ce: Educational Management Information System (EMIS) data, 1999 Ohio Department of Education.
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Massillon’'s average revenues per pupil were higher than its corresponding expenditures per pupil
($1,579) in fiscal year 1997. Massillon experienced the largest increase in revenues per pupil of the
peer districts during the four year trend period ending with FY 1997-98 at $5,922 per pupil although
it experienced the lowest revenue per pupil . While Massillon’ s revenues per pupil were 7.3 percent
lower than the group averageinfiscal year 1998, it increased by 38.3 percent over thefour year trend
period, the group average rate increased 21.8 percent. The state average also increased at asimilar
rate to the group average over the four year trend period. Revenues per pupil include al funds.

Revenue Per Pupil

Fiscal Year | Fiscal Year | Fiscal Year | Fiscal Year Per cent Change
1995 1996 1997 1998 1995-1998

Massillon $4,282 $4,271 $4,343 $5,922 38.3%
Alliance $5,232 $5410 $5,642 $6,103 16.6%
Barberton $6,618 $7,198 $7,334 $7,055 6.6%

Mansfield $4,856 $5,464 $5,857 $6,481 33.5%
Group Avg. $5,247 $5,586 $5,794 $6,390 21.8%
State Avg. $5,403 $5,612 $5,995 $6,419 18.8%

Sour ce: Educational Management Information System (EMIS) data, 1999 Ohio Department of Education.
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Massillon exhibited the lowest percentage of students receiving Temporary Assistance for Needy
Families (TANF) among the four peer districtsin fiscal year 1998. In FY 1998, the district’s 16.6
percent of students receiving TANF was 7.8 percent lower than the group average but only 1.3
percent higher than the state average. Although both the state and the group averageshave decreased
over thefour year trend period, Massillon has experienced the second greatest decreasein percentage

of TANF in the comparison group.

Per cent Receiving Temporary Aid to Needy Families (TANF)

Fiscal Year | Fiscal Year | Fiscal Year | Fiscal Year | Percent Change
1995 1996 1997 1998 1995-1998
Massillon 20.0% 19.4% 18.0% 16.6% (17.0%)
Alliance 29.4% 25.0% 24.2% 23.1% (21.4%)
Barberton 28.0% 26.9% 25.7% 25.7% (8.2%)
Mansfield 31.8% 31.6% 31.0% 32.4% 1.9%
Group Avg. 27.3% 25.7% 24.7% 24.4% (10.6%)
State Avg. 16.6% 16.6% 15.9% 15.3% (7.8%)

Sour ce: Educational Management Information System (EMIS) data, 1999 Ohio Department of Education.
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The assessed average property valuation per pupil is an important component in a school district’s
funding. Average property valuation is a significant factor in determining the ability of the school
district to remain financialy viable. The higher the average property vauation, the greater the
revenue stream a school district is able to generate for each mill of tax levied. Massillon’s average
property valuation per pupil was $64,076 in fiscal year 1998, the second lowest among the peer
districts. Thiswas one percent lower than the group average and 30.1 percent lower than the state
average. Massillon’s average property valuation increased by 40 percent over the four year trend
period, the largest increase among the peer districts. In comparison, the group and state average
property valuations increased over the four year trend period by 19.5 percent and 14.9 percent

respectively.
Average Valuation Per Pupil
Fiscal Year | Fiscal Year | Fiscal Year | Fiscal Year | Percent Change
1995 1996 1997 1998 1995-1998
Massillon $45,770 $46,964 $49,350 $64,076 40.0%
Alliance $56,700 $59.759 $59.746 $50,971 (10.1%)
Barberton $59,952 $58,273 $58,987 $77,489 29.3%
Mansfield $54,346 $61,075 $59,910 $66,430 22.2%
Group Avg. $54,192 $56,518 $56,998 $64,742 19.5%
State Avg. $79,845 $83,414 $85,628 $91,750 14.9%

Sour ce: Educational Management Information System (EMIS) data, 1999 Ohio Department of Education.
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Effective millage and total millage are the measurement units of assessed local property taxes. One
mill will raise $1.00 of tax revenue for every $1,000 of taxable property valueit is levied against.
Total millageisthevoted ratethat is assessed to the entirelocal tax base, while effective millsarethe
rates applied to real property in each school district after the application of the tax reduction factor.
InFY 1997-98, Massillon’ stotal millage was 45.9, the lowest of the peer group. Thisfigurewas8.4
percent lower than the group average but 2 percent higher than the state average The group average
of 50.1 total millsin FY 1997-98 represented a decrease of 1 percent from the FY 1994-95 total
millage of 50.6. During the same four year trend period, the state average total millage decreased
by 2 percent from 45.9 to 45.0 mills.

Total Millage
Fiscal Year | Fiscal Year | Fiscal Year | Fiscal Year Per cent Change
1995 1996 1997 1998 1995-1998
Massillon 47.7 459 46.1 459 (3.8%)
Alliance 46.9 46.9 46.9 46.9 0%
Barberton 51.6 51.6 51.6 51.6 0%
Mansfield 56.3 56.5 56.7 56.1 (0.4%)
Group Avg. 50.6 50.2 50.3 50.1 (1.0%)
State Avg. 45.9 445 45.0 45.0 (2.0%)

Sour ce: Educational Management Information System (EMIS) data, 1999 Ohio Department of Education.
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Because of theimpact of H.B. 920, effective millageisamore accurate gaugein assessing the amount
of revenues school districts generate from property taxes. Massillon’s effective millage was 32.4
percent infiscal year 1998, lower than the other peer districts. Over the samefour year trend period,
Massillon’s effective millage rate decreased by almost 9 percent, the second largest decrease of the
comparison group. In fiscal year 1998, Massillon’s effective millage rate was similar to the group
average rate and dightly higher than the state average rate. The group average decreased by 8.3
percent over the four year trend period, while the state average increased only 1.7 percent over this
same period.

Effective Millage
Fiscal Year | Fiscal Year | Fiscal Year | Fiscal Year Percent Change
1995 1996 1997 1998 1995-1998

Massillon 355 34.0 34.5 324 (8.7%)
Alliance 30.5 29.1 29.1 289 (5.2%)
Barberton 32.8 32.8 32.7 28.2 (14.0%)
Mansfield 414 41.6 418 39.3 (5.1%)
Group Avg. 35.1 34.4 345 32.2 (8.3%)
State Avg. 30.2 30.5 30.9 30.7 1.7%

Sour ce: Educational Management Information System (EMIS) data, 1999 Ohio Department of Education.
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Massillon’s median income, the highest of the four peer districts, was $21,841 in fiscal year 1998.
Over thefour year trend period, Massillon’ smedianincomeincreased by 5.6 percent which represents
the smallest increase of the comparison group. In FY 1998, the district’s median income was 5
percent more than the group average and 13.5 percent less than the state average. In FY 1998, the
group average median income was $20,806, approximately $4,400 less than the state average.

Median Income
Fiscal Year | Fiscal Year | Fiscal Year | Fiscal Year Per cent Change
1995 1996 1997 1998 1995-1998
Massillon $20,673 $20,455 $20,455 $21,841 5.6%
Alliance $18,370 $18,585 $19,298 $19,877 8.2%
Barberton $19,715 $20,041 $20,442 $21,242 1.7%
Mansfield $19,005 $18,902 $19,614 $20,264 6.6%
Group Avg. $19,441 $19,496 $19,952 $20,806 7.0%
State Avg. $23,361 $23,478 $24,588 $25,239 8.0%

Sour ce: Educational Management Information System (EMIS) data, 1999 Ohio Department of Education.
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Massillon exhibited a staff decrease of more than nine percent in the total number of employees for
the four year trend period. In fiscal year 1998, Massillon’s total number of employees was 516.9,
which represented the second lowest total among the peer districts. Though the district’s total
number of employees was only 12 percent higher than the group average in FY 1998, it was
significantly higher than the state average of 319.6.

Total Employees
Fiscal Year | Fiscal Year | Fiscal Year | Fiscal Year Per cent Change
1995 1996 1997 1998 1995-1998
Massillon 569.4 565.0 536.2 516.9 (9.2%)
Alliance 441.9 445.8 474.6 465.7 5.4%
Barberton 543.4 519.0 537.2 540.7 (0.5%)
Mansfield 810.9 815.3 829.1 824.6 1.7%
Group Avg. 591.4 586.3 594.3 587.0 (0.7%)
State Avg. 306.9 306.6 310.8 319.6 4.1%

Sour ce: Educational Management Information System (EMIS) data, 1999 Ohio Department of Education.
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In FY 1998, Massillon had 11.3 employees per 100 students, the lowest among the peers. During
the four year trend period, Massillon was the only district of the comparison group to experience a
decreasein employeesper 100 students. Massillon’ stotal employeesper 100 studentswas 11 percent
lower than the group average for FY 1997-98, but less than three percent higher than the state
average for the same year. The group average in FY 1997-98 was 15 percent higher than the state

average.
Employees Per 100 Students
Fiscal Year | Fiscal Year | Fiscal Year | Fiscal Year Per cent Change
1995 1996 1997 1998 1995-1998
Massillon 12.0 12.4 11.0 11.3 (5.8%)
Alliance 11.7 11.8 12.6 13.2 12.8
Barberton 134 13.1 134 135 0.7
Mansfield 12.9 13.2 13.3 13.0 0.8%
Group Avg. 12,5 12.7 12.6 12.7 1.6%
State Avg. 10.7 10.7 10.7 11.0 2.8%

Sour ce: Educational Management Information System (EMIS) data, 1999 Ohio Department of Education.
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Massillon’ saverage teacher salary was $37,913 in fiscal year 1998, second lowest of the comparison
group. Thisaverage salary was 1.6 percent less than the group average, and 4.8 percent lower than
the state average for fiscal year 1998. The group’ s average increased 6.2 percent over the four year
trend period, while the state average increased by 7.7 percent over the same period. A detailed
analysis of teacher salariesis provided in the Human Resour ces section.

Average Teacher Salary
Fiscal Year | Fiscal Year | Fiscal Year | Fiscal Year Per cent Change
1995 1996 1997 1998 1995-1998
Massillon $35,207 $36,032 $36,194 $37,913 1.7%
Alliance $36,178 $36,350 $36,657 $36,469 0.8%
Barberton $38,125 $39,280 $39,443 $41,153 7.9%
Mansfield $35,615 $37,151 $37,918 $38,566 8.3%
Group Avg. $36,281 $37,203 $37,553 $38,525 6.2%
State Avg. $36,973 $38,064 $38,913 $39,836 1.7%

Sour ce: Educational Management Information System (EMIS) data, 1999 Ohio Department of Education.
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Average teacher experience normally correlates to average teacher salary. The greater the number
of years ateacher has been in the district, the higher the teacher will be on the pay scale. Massillon’s
average teacher experience was 13.4 years in fiscal year 1998. Massillon experienced the lowest
teacher experience among the peer districtsin fiscal year 1998. In addition, Massillon experienced
the greatest decrease in teacher experience in the comparison group over the four year trend period.
Massillon’ steacher experience was over ten percent less than the group averagein fiscal year 1998,

and 8.2 percent less than the state average for the same year.

Average Teacher Experience (In Years)
Fiscal Year | Fiscal Year | Fiscal Year | Fiscal Year Per cent Change
1995 1996 1997 1998 1995-1998
Massillon 14.7 15.3 13.8 134 (8.8%)
Alliance 15.1 14.6 15.1 14.6 (3.3%)
Barberton 15.6 15.7 16.4 16.3 4.5%
Mansfield 15.8 15.8 154 155 (1.9%)
Group Avg. 15.3 15.4 15.2 15.0 (2.0%)
State Avg. 14.8 14.8 15.0 14.6 (1.4%)

Sour ce: Educational Management Information System (EMIS) data, 1999 Ohio Department of Education.
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Massillon’ saverage pupil to teacher ratio was 23.5 in fiscal year 1998, the highest in the comparison
group. Massillon’ s average was 13.5 percent higher than the group average and 15.2 percent higher
than the state average for fiscal year 1998. Over the four year trend period, Massillon experienced
the greatest increase in average pupil to teacher ratio. The state average pupil to teacher ratio
increased by one percent over the four year trend period, while the group average increased by 13.7

percent over the same period.

K-12 Pupil to Teacher Ratio

Fiscal Year | Fiscal Year | Fiscal Year | Fiscal Year Per cent Change
1995 1996 1997 1998 1995-1998
Massillon 221 214 240 235 6.3%
Alliance 210 19.9 204 19.6 (6.7%)
Barberton 20.5 21.3 20.1 210 2.4%
Mansfield 19.2 18.9 18.3 185 (3.6%)
Group Avg. 18.2 204 20.7 20.7 13.7%
State Avg. 20.2 20.1 20.7 204 1.0%

Sour ce: Educational Management Information System (EMIS) data, 1999 Ohio Department of Education.
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Massillon’ s ninth grade proficiency test passage rate has increased by 2.3 percent over the four year
trend period. Although Massillon experienced moderate changesin passage rates during FY s 1995-
96 and 1996-97, the district had the highest passage rate of al the schoolsfor FY 1997-98. In FY
1997-98, Massillon’s passage rate was 3.5 percent higher than the group average and 11 percent
lower than the state average for the same year. The state average remained relatively constant over
the four year trend period, while the group average decreased by 3 percentage points.

9" Grade Proficiency Test Passage Rate (All Subjects)
Fiscal Year | Fiscal Year | Fiscal Year | Fiscal Year Per cent Change
1995 1996 1997 1998 1995-1998
Massillon 44% 46% 46% 45% 2.3%
Alliance 41% 41% 45% 42% 2.4%
Barberton 48% 49% 46% 43% (10.4%)
Mansfield 38% 54% 31% 36% (5.3%)
Group Avg. 42.8% 47.5% 42% 41.5% (3.0%)
State Avg. 55% 54% 56% 56% 1.8%

Sour ce: Educational Management Information System (EMIS) data, 1999 Ohio Department of Education.
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Massillon’ sabsentee rate was 6.8 percent in fiscal year 1998, which isequal to the group averagefor
that year. Thisrate wasonly 6 percent higher than the state average for the sameyear. Over thefour
year trend period, Massillon aso experienced the same rate of decrease as the comparison group.

Student Absentee Rate
Fiscal Year | Fiscal Year | Fiscal Year | Fiscal Year Per cent Change
1995 1996 1997 1998 1995-1998

Massillon 7.1% 6.9% 7.2% 6.8% (4.2%)
Alliance 6.4% 7.8% 7.6% 6.8% 6.3%

Barberton 7.6% 7.3% 7.5% 7.5% (1.3%)
Mansfield 7.4% 7.8% 7.2% 6.0% (18.9%)
Group Avg. 7.1% 7.5% 7.4% 6.8% (4.2%)
State Avg. 6.6% 6.9% 6.6% 6.4% (3.0%)

Sour ce: Educational Management Information System (EMIS) data, 1999 Ohio Department of Education.
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The Ohio Department of Education annually issues school district report cards which measure
attainment of statewide performance standards. These report cards reflect data for the school year
prior to the one in which the report card is issued (i.e., the 2000 report cards reflect data for the
1998-99 school year.) Itisimportant to note that the number of standardsincreased from 18in 1999

to 27 in 2000.

Massillon’ s performance has been dightly lower than the peer district average since 1998. The most
recent data places the district in the academic emergency category.

Report Card Standards M et
District 1996-1997 1997-1998 1998-1999
Massillon 5 7 8
Alliance 4 8 11
Barberton 6 7 7
Mansfield 5 7 8
Group Avg. 5 7.3 85
Total Standards Possible 18 18 27
Sour ce: Educational Management Information Systems (EMIS), Ohio Department of Education.
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Massillon exhibited the highest revenuesfrom local sources compared to the peer group infiscal year
1998, but exhibited the lowest revenue from federal sources. Massillon generated more federal
revenue than the state average, but exhibited greater percentages of local and state revenuesthan the

state average.
Per cent of Revenue - Local
Fiscal Year | Fiscal Year | Fiscal Year | Fiscal Year Per cent Change
1995 1996 1997 1998 1995-1998
Massillon 31.6% 32.5% 42.4% 40.5% 28.2%
Alliance 32.1% 30.8% 30.4% 29.7% (7.5%)
Barberton 38.4% 34.6% 35.4% 33.6% (12.5%)
Mansfield 31.6% 31.6% 33.6% 32.9% 4.1%
Group Avg. 33.4% 32.4% 35.5% 34.2% 2.4%
State Avg. 51.2% 50.2% 51.2% 51.4% 0.4%

Sour ce: Educational Management Information System (EMIS) data, 1999 Ohio Department of Education.

Per cent of Revenue - State
Fiscal Year | Fiscal Year | Fiscal Year Fiscal Y ear Percent Change
1995 1996 1997 1998 1995-1998
Massillon 59.5% 57.1% 48.1% 52.2% (12.3%)
Alliance 58.6% 59.4% 59.9% 60.1% 2.6%
Barberton 44.4% 45.5% 45.3% 42.8% (3.6%)
Mansfield 57.2% 55.7% 53.6% 55.5% (3.0%)
Group Avg. 54.9% 54.4% 51.7% 52.7% (4.0%)
State Avg. 42.5% 43.3% 42.3% 42.9% 0.9%

Sour ce: Educational Management Information System (EMIS) data, 1999 Ohio Department of Education.
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Per cent of Revenue - Federal

Fiscal Year Fiscal Year Fiscal Year Fiscal Year Per cent
1995 1996 1997 1998 Change 1995-
1998
Massillon 8.9% 10.3% 9.5% 7.3% (18.0%)
Alliance 9.4% 9.8% 9.7% 10.2% 8.5%
Barberton 17.2% 19.9% 19.3% 23.6% 37.2%
Mansfield 11.2% 12.7% 12.8% 11.5% 2.7%
Group Avg. 11.7% 13.2% 12.8% 13.2% 12.8%
State Avg. 6.3% 6.1% 6.0% 5.7% (9.5%)

Sour ce: Educational Management Information System (EMIS) data, 1999 Ohio Department of Education.
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Financial Systems

| ntroduction

This section focuses on the financial systems within Massillon City School District (MCSD or the
district). The objective is to analyze the current financial condition of the district, including an
evaluation of theinternal controls, and devel op recommendationsfor improvements and efficiencies.
Findings and recommendations have been segregated into two subsections: (A) Financial Planning,
which includes the assessment of the district’ s financial condition and the potentia impact on future
revenuesand expendituresresulting from therecommendati ons contai ned throughout thisreport; and
(B) Revenues and Expenditures, which includes assessments of various factors affecting district
finances. Cost saving and revenue enhancement recommendationspresented hereareintendedtoaide
the Financia Planning and Supervision Commission (the commission) in fulfilling itsduty to produce
afinancia recovery plan for the district.

This section focuses primarily on the general fund, which accounts for approximately 70 percent of
therevenuesin al district funds. The general fund supports general district operations and isused to
account for al financial resources except those required by law or contract to be accounted for in a
separate fund. The general fund isavailable for any purpose, provided the expenditure or transfer is
made according to the laws of Ohio. The district’s utilization of grants was also analyzed for this
report. Grantscan befunded by thefederal government, the state government or private sourcesand
are accounted for in separate specia revenue funds.

A. Financial Planning

Background

In accordance with Ohio Revised Code (ORC) § 3316.03, the Auditor of Stateisrequired to declare
aschool district to be in a state of fiscal watch if the following conditions are met:

1 The district has an operating deficit which exceeds eight percent of the preceding year's
genera fund revenues.

1 The district’s unencumbered cash balance in the preceding year was less than eight percent
of the genera fund expenditures.
1 A levy has not been passed which will raise sufficient revenues to eliminate these conditions.
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ORC 8§ 3316.04 requires the Auditor of State to declare a school district to be in a state of fiscal
emergency if the district’ sboard of education failsto submit an acceptable financial recovery plan to
the State Superintendent of Public Instruction within 60 days of being placed in fiscal watch.
Furthermore, the failure to submit an acceptable update of that financial recovery plan to the State
Superintendent of Public Instruction on an annual basis will also result in a declaration of fiscal
emergency.

In January 1997, MCSD was declared to be in fiscal watch. The digtrict filed its initia financial
recovery plan within the statutory time frame, and submitted an updated plan the following year, as
required. The treasurer left the district at the end of FY 1997-98, and three different individuals
served in that capacity on an interim basis during the following year. The district hired a permanent
treasurer in August 1999. However, due in part to this recent instability in the treasurer position,
MCSD did not submit an acceptable updateto itsfinancial recovery plan during 1999. On September
30, 1999, the Auditor of State declared the district to be in a state of fiscal emergency.

A commission has been formed and given broad oversight authority to balance the district’ s budget
and eliminate the conditionsthat caused the declaration of fiscal emergency. To accomplishthis, the
commission will develop and adopt a formal fiscal recovery plan which details the expenditure
reductions and operations changes necessary to eliminate the deficit. The commission consists of a
representative of the state office of budget and management, a representative of the state
superintendent of publicinstruction, arepresentative of the Governor of the State of Ohio, amember
of the business community appointed by the Mayor of the City of Massillon, and a district parent
appointed by the state superintendent of publicinstruction. Thecommissionwill continuein existence
until the Auditor of State, or the commission itself, determines the following:

An effective financia accounting and reporting systemisin place

All of the fiscal emergency conditions have been corrected or eliminated, and no new
emergency conditions have occurred

The objectives of the financia recovery plan are being met

The MCSD Board of Education has prepared afinancial forecast for afive-year period and
such forecast is, in the Auditor of State's opinion, “non-adverse”.

During the past decade, MCSD has demonstrated a consistent pattern of deficit spending which has
led to a continuing reliance on both short-term and long-term borrowing to fund general operations.
In the opinion of current district management, the operating deficits primarily stemmed from past
decisionsto base levy requests on amounts that were percelved as being acceptable to district voters
rather than as being sufficient to meet district spending levels. Thisneed for operational borrowing
was exacerbated by legidation in 1990 which removed grant funding for the construction of
vocational education facilities from the state’ s biannual budget. Because the change occurred after
construction contractswerelet, the statereplaced MCSD’ sgrant with ano-interest |oan, which added
approximately $4.1 million to the district’s debt position. In 1995, MCSD began taking steps to
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address its declining financia condition. In succeeding years, reductions were made in staffing and
supplemental contracts, wageswerefrozen, acitizensadvisory committee wasempaneled to devel op
recommendations to improve district operations, and operating and income tax levies were
successfully passed. 1n 1998, various state emergency loanswererestructured into asingle, five-year
note in an effort to more effectively manage cash and reduce the need for annual borrowing.
Currently, MCSD has debt outstanding of approximately $26 million extending through the end of
FY 2011-12. Included in this amount is approximately $13.5 million of operating debt, and $12.5
million relating to the construction of Washington High School.

Financial Forecast

Table 2-1 presentsthe Auditor of State’ s projection of the district’ sfuture financial condition in the
absence of significant increases in revenues or reductions in expenditures. The projections, which
incorporate the combined genera and DPIA funds and that portion of the debt service fund relating
to general fund obligations, are accompanied by three years of comparative historical results, general
assumptions and explanatory comments. The forecast anticipates shortfalls of approximately $3.3
millionin FY 1999-00 and $0.4 millionin FY 2000-01. Positive year-end balances are projected for
FY 2001-02 and beyond, reaching a high of approximately $4.7 million by the end of FY 2003-04.
However, the recommendations resulting from this performance audit are not reflected in Table 2-1.
Rather, the expected financial impact of the audit recommendations, including associated
implementation costs, areincluded for consideration in the proposed financial recovery plan forecast
presented in Table 2-2. Amountsin both tables are shown in thousands of dollars.

The board approved aforecast prepared by the treasurer in December 1999. That forecast, which
assumed no increase in base wages following the expiration of the existing collective bargaining
agreements, has undergone significant revision. Without borrowing from the state Solvency
Assistance Fund, the treasurer’ s current projections anticipate operating deficits of $3.3 million and
$1.3 million at the end of FY 1999-00 and FY 2000-01, respectively. Positive balances of lessthan
$200,000 are predicted over the remaining three years. However, unlike the forecast presented in
Table 2-1, the treasurer has assumed no increase in state foundation revenue over the life of the
forecast, and hasincorporated amore conservative estimate of incometax revenue and higher capital
spending. Neither the board or the commission hasyet acted on thisrevised forecast, and it continues
to undergo refinement.

Both the forecast in Table 2-1 and that prepared by the treasurer assume the renewal of a 5.3 mill
emergency operating levy which raises approximately $2 million annually. The absence of such a
renewal would more than eliminate the projected positive balances in the treasure’ s forecast. Both
forecasts reflect the loss of revenue due to the expiration of the district income tax on December 31,
2001. Also, while both forecasts predict positive results over thefinal years, the failure to renew the
9.7 mill emergency operating levy passed in November 1999 would remove $3.4 million annually
from the district’ s future revenue stream.
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Table 2-1: Five-Year Forecast with Three Year'sHistorical Data

Actual Actual Actual Forecast Forecast | Forecast | Forecast | Forecast

1996-97 | 1997-98 | 1998-99 1999-00 2000-01 2001-02 | 2002-03 | 2003-04
Real Estate Property Tax $7,414 $8,157 $7,848 $6,879 $6,982 $7,366 $7,771 $7,888
Tangible Personal Property Tax 3,078 3,504 3,443 2,721 2,775 2,831 2,888 2,945
Nov. 1999 Emergency Levy 0 0 0 1,284 3,155 3,155 3,155 3,155
Income Tax 0 210 1,939 2,521 3,100 2,117 1,113 0
Investment Earnings 95 100 188 345 230 236 242 248
State Foundation 12,582 13,197 14,632 15,248 15,730 15,711 15,802 16,094
Homestead and Rollback 940 1,035 997 1,015 1,185 1,207 1,229 1,252
Other Revenues 435 783 1,300 606 372 495 619 625
Total Operating Revenues 24,544 26,986 30,347 30,619 33,529 33,118 32,819 32,207
Salaries & Wages 16,425 15,879 16,802 17,274 17,541 17,881 18,228 18,582
Fringe Benefits 4,607 5,979 6,562 8,578 5,713 5,478 5,757 6,053
Purchased Services 1,514 1,949 2,104 2,347 2,418 2,495 2,575 2,657
Supplies, Materials & Textbooks 697 938 1,158 1,400 1,548 1,656 1,658 1,662
Capital Outlay 119 88 122 1,221 794 963 945 930
Other Expenditures 233 255 241 265 272 278 285 293
Interest on Loans* 0 0 0 547 228 147 61 0
Total Operating Expenditures 23,595 25,088 26,989 31,632 28,514 28,898 29,509 30,177
Proceeds From the Sale of Notes* 4,983 950 1,600 4,877 0 0 0 0
State Consolidation Loan 0 5,930 0 0 0 0 0 0
State Loan Payments* (5,745) | (8133) | (3,605) (1,387) (1,439) | (1492 | (1,549 (255)
Tax Anticipation Note Payments 0 (400) (637) (5,514) (637) (637) 0 0
Net Transfers’ Advances- I/ (Out) 0 0 (35) (610) 0 0 0 0
Net Other Financing Sources/ (Uses) (135) (220) 70 0 0 0 0 0
Net Financing 897) | (@873 | (2,607 (2,634) (2076) | (2129 | (1,549 (255)
Results of Operations (Net) 52 25 751 (3,647) 2,939 2,001 1,761 1,775
Beginning Cash Balance 45 97 122 873 (2,774) 165 2,256 4,017
Ending Cash Balance 97 122 873 (2,774) 165 2,256 4,017 5,792
Outstanding Encumbrances 56 117 234 279 279 279 279 279
Bus Purchase Reserve 0 0 0 3 66 50 35 19
“412" Instructional / Capital Reserve 0 0 197 0 0 0 0 0
“412" Budget Reserve 0 0 141 260 260 554 842 842
Ending Fund Balance $41 $5 $301 | ($3,316) ($440) $1,373 | $2,861 | $4,652

Source: Didtrict records, performance audit projections and estimates, and district estimates.

LHistorical note proceeds and principa and interest payments were not separately identified in the financial system and are presented here in a single aggregate financing source
and debt service amounts, respectively. Included in the history since 1992 isthe annual payment of the state interest free loan for construction of the vocationa education wing
a Washington High School.
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Notes to Financial Forecast

Natur e and Pur pose of Presentation

Thisfinancial projection presentsthe expected revenues, expendituresand fund balance of the
genera fund of Massilion City School Digtrict for each of the fiscal years including June 30,
2000 through June 30, 2004, with historical (unaudited) information presented for the fiscal
year ended June 30, 1997, 1998 and 1999. The genera fund financial data aso includes
amounts recorded in the DPIA fund and that portion of the debt service fund which are
considered to be general fund obligations.

The assumptions disclosed herein are based on information obtained from the district.
Because circumstances and conditions assumed in projections frequently do not occur as
expected and are based on information existing at thetime projectionsare prepared, there wil
usually be differences between projected and actua results.

These projectionsincludethe effects of new legidation concerning school funding asoutlined
in H.B. 650, H.B. 412 and H.B. 282, aswell as S.B. 55, which requires certain educational
enhancements. The requirements under H.B. 412 for textbooks and instructional materials
are incorporated into this forecast through the Supplies, Materials and Textbooks line item,
whiletherequirementsunder H.B. 412 for capital improvementsand maintenancearesatisfied
through the Maintenance expenditures account within the Purchased Services line item, the
Maintenance Materials account included in the Materials, Supplies and Textbooks lineitem,
Salaries and Wages line item, Fringe Benefits line item, and the Capital Outlay line item.

Description of the School District

Under normal circumstances, the district operates under the governance of alocaly elected
five-member board, with each member serving a four-year term. The district provides
educational services as authorized by state statute and/or federal guidelines.

Annudly, the district serves approximately 4,800 students who are enrolled in seven
elementary schools, two middle schools and one high school. The district also operates a
stadium complex, transportation facility, adult education facility, administrative building and
stockroom. The district employs approximately 630 individualson afull- or part-time basis.

Financial Planning and Supervision Commission

On September 30, 1999, the Auditor of State declared the district to be in a state of fiscal
emergency as defined by Ohio Rev. Code Section 3316.03 (B), and accordingly, the district
was subject to the oversight of the Financial Planning and Supervision Commission (the
commission).
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In accordancewith thelegidation, the commission must adopt afinancial recovery planwithin
120 days of the district being placed in fiscal emergency. Such aplan, which is continuously
amendable based on changes in facts and circumstances, requires a five-year financial
projection delineating the district’ s return to financia stability.

Basis of Accounting

This financial forecast has been prepared on the cash receipts and disbursements basis of
accounting, which is the required basis (non-GAAP) of accounting used for budgetary
purposes. Under this method, revenues are recognized when received rather than when
earned, and expenditures are recognized when paid rather than when the obligation is
incurred. Under Ohio law, the district is also required to encumber legally binding
expenditure commitments and to make appropriations for the expenditure and commitment
of funds.

Fund Accounting

The district maintains its accounts in accordance with the principles of “fund” accounting.
Fund accounting is used by governmental entities, such as school districts, to report financial
position and the results of operations. Fund accounting is designed to demonstrate legal
compliance and to aid financial management by segregating transactions related to certain
district functions or activities. The transactions of each fund are reflected in a self-balancing
group of accounts, which presentsan accounting entity that stands separatefromtheactivities
reported in other funds.

The accompanying projections represent only the district’ s general and DPIA funds and the
portion of the debt service fund relating to general fund obligations. The genera fund isthe
operating fund of the district and is used to account for all financial resources except those
required to be accounted for in another fund. The genera fund balance is available to the
district for any purpose provided it is disbursed or transferred in accordance with Ohio law.

General Assumptions

Summarized below are the significant general assumptions underlying the financial forecast
found in  TABLE 2-1. Parts IV through VII provide further detail on more specific
assumptions.

Enrollment/ Average Daily Membership (ADM):
Actua October ADM countsfor the district have fluctuated over the past six years, resulting

inanoveral lossof 170 students since FY 1993-94. Enrollment projections prepared by the
Ohio Department of Education (ODE) indicate that the general downward trend is expected
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to continue over thenext tenyears. Table2-1A presentsfiveyearsof historical ADM counts
and ADM projections for the forecast period.

TABLE 2-1A: ADM Counts

Y ear October Increase Per cent
ADM (Decr ease) Change

Actual
FY 1994-95 4,839 (160) (3.20)%
FY 1995-96 4,793 (46) (0.95)%
FY 1996-97 4,923 130 2.71%
FY 1997-98 4,807 (116) (2.36)%
FY 1998-99 4,829 22 0.46%
Forecast
FY 1999-00 4,851 22 0.46%
FY 2000-01 4,787 (64) (1.32)%
FY 2001-02 4,730 (57) (1.19)%
FY 2002-03 4,700 (30) (0.63)%
FY 2003-04 4,641 (59) (1.26)%

Sour ce: ODE October EMIS history and ODE enroliment projections

Under the current state foundation funding formula, a kindergarten student is only counted
at 50 percent of afull timeequivalent (FTE) student. All-day kindergarten, which thedistrict
implemented in FY 1998-99, is supported through state foundation DPIA funding.

B. Staffing

Table 2-1B summarizes the district’s historical full-time equivalent (FTE) staffing for FY
1998-99 and cumulative proposed staffing changes and adjusted staffing levelsfor FY 1999-
00 through FY 2003-04. FTE levelsfor FY 1999-00 reflect the early retirement incentive
(ERI) program approved by theboard in FY 1998-99, and actions of the commission. Except
for theimplementation of all-day kindergarten during the 1998-99 school year, thedistrict has
not determined an impact on staffing relating to the achievement of educational
enhancements.
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Table 2-1B: FTE Staffing

Actual Proposed Proposed Proposed Proposed

Actual Staffing | Adjusted |Staffing |Adjusted |Staffing |Adjusted |Staffing |Adjusted |Staffing |Adjusted

Staffing |Changes |Staffing |Changes |Staffing |Changes |Staffing |Changes |Staffing |Changes |Staffing

for for for for for for for for for for for
Category FY 1999 | FY 2000 | FY 2000 | FY 2001 | FY 2001 | FY 2002 | FY 2002 | FY 2003 | FY 2003 | FY 2004 | FY 2004
Administration 27.0 (3.0 24.0 0.0 24.0 0.0 24.0 0.0 24.0 0.0 24.0
Certificated Staff 3335 (55) 3280 0.0 3280 0.0 3280 0.0 3280 0.0 3280
Classified Staff -
Transportation 189 22 16.7 0.0 16.7 0.0 16.7 0.0 16.7 0.0 16.7
Classified Staff -
All Other 163.8 0.4) 163.4 10 164.4 0.0 164.4 0.0 164.4 0.0 164.4
Total Staff 543.2 (11.1) 532.1 10 533.1 0.0 533.1 0.0 533.1 0.0 533.1

Source: EMIS Staff Profiles, Superintendent’ s Office, Performance Audit Recommendations, Financial Planning and Supervisory Commission

(1)

(2)

(3)

(4)

Administration: At the beginning of FY 1999-00, a net reduction of 5.0 FTE
administrative positions was achieved through the non-replacement of employees
accepting early retirement. During the year, the commission authorized the hiring of
an assistant superintendent and an administrative assistant for human resources.

Certificated Staff: At the beginning of FY 1999-00, a net reduction of 5.5 FTE
certificated positions was achieved through the non-replacement of employees
accepting early retirement.

Classified Staff - Transportation: Transportation positions include bus drivers,
monitors, mechanics, supervisory and clerical. At the beginning of FY 1999-00, the
district reduced 4.7 FTE transportation positions when it instituted state minimum
transportation requirements. Following passage of the November operating levy, a
changein thetransportation policy resulted in the reinstatement of 2.5 FTE positions.
Included in the transportation section of this report are recommendations relating
to increased bus utilization and efficiency which may impact the number of drivers
employed by the district.

Classified Staff - All Other: Excluding bus personnel, there was a net reduction at
the beginning of FY 1999-00 of 0.4 FTE classified positions. The facilities section
of this report includes recommendations to add one custodia supervisor and one
maintenance employee while reducing the grounds crew by one employee, for a net
addition of 1.0 FTE. These changes are assumed to occur in FY 2000-01.

C. I nflation

Inflation is assumed to remain at alow level consistent with that of recent years, which has
ranged from two to three percent. Certain items were projected based on a combination of
historical data and inflationary increases.

Financia Systems 2-8



Massillon City School District Performance Audit

V.

Revenues - L ocal, State and Federal

The district’s primary sources of revenue stem from the State of Ohio, through the State
Foundation Program, and from the levying of property and incometaxes. Property taxesare
levied on real, public utility and tangible personal property located within the district’s
boundaries. Thedistrict incometax islevied onincomeearned by individualsresiding within
the district’s boundaries.

L ocal Sources

(1)

Real Estate Taxes and Tangible Personal Property Taxes. Property taxes are
levied and assessed on a calendar year basis against real, public utility and tangible
personal (used in business) property located in the district. Assessed valuesfor rea
property taxes are established by state law at 35 percent of the appraised market
value. All real property isrequired to be revalued every six years and updated mid-
way through the six year period. Because of the limitation imposed on the growth of
voted millage by House Bill 920, a property tax reduction measure passed by the
legidature in 1976, property tax levies are needed about every three years to match
cost of living increases.

Didtrict tax rates consist primarily of emergency millage voted by the residents of
MCSD. Emergency leviesraise afixed dollar amount in taxes, regardless of changes
or additionsinreal property valuation. Other than the 9.7 mill emergency levy passed
in November 1999 to raise $3.4 million annually, no new levies are included in this
forecast. Theforecast assumestherenewal of the 5.3 mill emergency levy first passed
in 1981 and renewed for each succeeding five year. The levy was last renewed in
March 1996, and generates $2.0 million each year.

The projection for Real Estate Taxes (residential, agricultural, public utility tangible
andtrailer), Tangible Personal Property Taxesand Rollback and Homestead is based
on the following factors:

1 FY 1999-00 Red Estate Taxes, Tangible Persona Property Taxes and
Rollback and Homestead are certified amountsprovided by the county auditor
on January 4, 2000.

Property tax revenue estimates for all remaining forecast years are based on
FY 1999-00 amounts increased by estimated growth in valuation from new
property additions, and schedul ed updatesand reappraisals. Tangiblepersonal
property is not subject to reappraisal.
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(2)

Because the effective millage of non-emergency operating leviesis below the
20 mill floor, MCSD will see an increase in real estate tax revenues due to
property reappraisals and adjustments. The effect of a reappraisa or
adjustment in any calendar year will span two fiscal years, with the next full
reappraisal occurring in calendar year 2001 and reflected in revenues
beginning in FY 2001-02. Based on historical trends, the forecast assumes a
cumulative increase in revenues of 10 percent during FY 2001-02 and FY
2002-03 due to the reappraisal. The forecast also includes a modest growth
inrevenue from new real estate construction of one-half percent annually and
a conservative increase in tangible persona property tax revenues of one
percent annually, which are consistent with the district’ s forecast.

Homestead and Rollback is 12.5 percent of residential, agricultural and other
real property tax. The residential, agricultural and other real property tax is
reduced by 12.5 percent and thisamount isreimbursed to the district from the
state. Growth in this amount is based on historical trends.

The recently passed 9.7 mill emergency levy is shown separately, reflecting
the combined real estate and personal property tax revenues expected to be
raised by the levy. The reimbursement for the Homestead and Rollback
reduction related to the levy isincluded in the Homestead and Rollback line
item.

Income Tax: A 0.75 percent district income tax was passed in May 1997 for afour
year period beginning in January 1998 and expiring on December 31, 2001. Thetax
was approved for the purpose of paying down the district’s debt, and is assumed to
not be renewed. School district incometax is collected by the Ohio Department of
Taxation from individuals residing within the district through payroll withholding,
estimated quarterly payments and annual tax filings. The district receives its
remittance in the month following the end of the calendar quarter in which the taxes
were collected.

The Ohio Department of Taxation provides taxing school districts with aworksheet
to assist them in projecting revenue collections, and also provides an annual estimate
of current taxes to be collected. Because of the timing of collection and remittance
activities, MCSD should receive revenue from the four-year tax period over a span
of six fiscal years. MCSD began receiving income tax revenuesin late FY 1997-98,
and remittances are projected to occur into FY 2002-03. TheFY 1999-00 incometax
revenue projection is based on the most recent annual estimate provided by the Ohio
Department of Taxation, while the remaining years of the forecast were computed
using the Ohio Department of Taxation worksheet. The revenue estimated in FY
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3)

2002-03 represent collectionsfrom April 2002 tax filingswhich would be remitted to
the district in July.

I nvestment Ear nings: Investment earnings are generated from afluctuating balance
of temporarily available cash. The cash is primarily held in an interest-bearing
checking account or invested in aSTAR Ohio account. A bank sweep accountisalso
used to invest cash overnight. Interest rates are assumed to remain fairly stable over
the period covered by the projection.

InFY 1999-00, MCSD borrowed approximately $4.8 million for cash flow purposes,
with the unused portion availablefor short-term investment until theloanisrepaid on
June 30, 2000. December 1999 year-to-date investment earnings totaled nearly
$225,000. The projected revenue of $345,000 assumesthat the district will continue
to generate earnings at roughly historical levelsin addition to realizing earnings on
approximately half of the loan amount throughout the year. The forecast assumes
future earnings will return to more historical levelsin FY 2001-02 and increase with
inflation thereafter.

B. State Sour ces

(1)

Foundation Program: Under the ORC, state foundation payments are calculated by
the ODE on the basis of pupil enrollment, classroom teacher ratios, plus other factors
for transportation, special education units, extended service and other items of
categorical funding. On March 24, 1997, the Ohio Supreme Court (the Supreme
Court) rendered adecision declaring certain portions of the Ohio school funding plan,
including the foundation program, unconstitutional. The Supreme Court stayed the
effect of itsruling for oneyear to alow the state legislature to design aplan to remedy
the perceived defects in the system.

Since the ruling, numerous pieces of legidation have been passed by the state
legidature in an attempt to address the issues identified by the court. The Court of
Common Pleasin Perry County (the Court of Common Pleas) has reviewed the new
legidation and, in a decision issued on February 26, 1999, determined they are not
aufficiently responsive to the constitutional issues raised under the “thorough and
efficient” clause of the Ohio Congtitution. The state has appeal ed the decision made
by the Court of Common Pleas to the Supreme Court, which has not yet rendered an
opinion on thisissue. The decision of the Court of Common Pleas has been stayed
by the Supreme Court, and, as such, school districtsare still operating under thelaws
that the Court of Common Pleas declared unconstitutional. Therefore, state
foundation revenue is projected under current laws and regulations in place.
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2 The main components of the district’s state foundation revenues are presented in
TABLE 2-1C. Amounts are shown in thousands of dollars.
TABLE 2-1C: State Foundation Revenues
FY FY FY FY FY FY FY FY
1996-97 | 1997-98 | 1998-99 | 1999-00 | 1900-01 | 2001-02 | 2002-03 | 2003-04
Basic Aid 10,777 11,587 12,467 13,220 13,647 13,597 13,656 | 13914
DPIA 846 632 1,169 1,150 1,138 1,158 1,178 1,199
Transportation 222 262 363 390 519 519 519 519
Other ! 737 716 633 488 426 437 449 462
Total State
Foundation
Revenues $12582 | $13197 | $14632 | $15248 | $15730 | $15711 | $15802 | $16,094

Source: FY 1996-97 and 1997-98 SF-12 reports; FY 1998-99 SF-3 report; 1999-00 December Settlement; FY 2000-01 ODE funding projection.
1 Other representsall other state foundation revenues and includes funding for such itemsas extended service, vocational education cost units, preschool

unit funds and other adjustments.

BasicAid - Basicfoundation aid projectionsfor FY 1999-00 and FY 2000-01
wereobtained from the ODE December 1999 foundati on settlement statement
and the FY 2000-01 funding simulation, respectively. Projections for FY
2001-02 and beyond are based on formula amounts outlined in H.B. 282.
Because of anticipated declining enrollment, a rolling three-year average
ADM count is used in the computations which reflects the same rate of
decline as that found in the ODE enrollment projections.

DPI A - Disadvantaged Pupil Impact Aid (DPIA) providesadditional financial
support to school districts whose school -age population has a high incidence
of children from families covered under the Temporary Assistance for Needy
Families (TANF) program, formerly known as Aid to Dependent Children.
The funds provide support for additional costs associated with educating
childrenin poverty. DPIA projectionsfor FY 1999-00 and FY 2000-01 were
obtained from the ODE December 1999 foundation settlement statement and
the FY 2000-01 funding simulation, respectively. Projectionsfor FY 2001-02
and beyond are based on formula amounts outlined in H.B. 282.

Transportation - In accordance with ORC, the current method of state
funding provides subsidies for pupil transportation. Transportation subsidy
projections for FY 1999-00 and FY 2000-01 were obtained from the ODE
December 1999 foundation settlement statement and the FY 2000-01 funding
simulation, respectively. The FY 2000-01 amount was assumed for the
remaining years of the forecast.
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Under Am. Sub. H.B. 650, the state funding program has a cap on the total
amount of monies a district can receive. MCSD has historically been below
thisthreshold, and isassumed to continue to remain bel ow the cap throughout
the forecast period.

3 Rollback and Homestead Exemptions. State law grantstax relief in the form of a
10 percent reduction in real property tax bills. In addition, a basic 2.5 percent
rollback is granted on residential property taxes, and additional relief granted to
qualified elderly and disabled homeowners based on income. However, the state
reimburses the school district for the revenue lost due to these property tax
exemptions. Rollback and homestead exemption revenues are included within the
assumptions of the Real Estate Taxes and Tangible Personal Property Taxes.

C. Other Revenue Sour ces

@ The main components of other revenues are presented in TABLE 2-1D. Amounts
are shown in thousands of dollars.
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Table2-1D: Other Revenues
FY FY FY FY FY FY FY FY

1996-97 | 1997-98 1998-99 1999-00 2000-01 2001-02 2002-03 2003-04
Tuition 24 23 112 120 123 126 129 132
Classroom Fees 13 6 6 6 6 6 7 7
Transportation
Fees 7 6 8 8 8 9 9 9
Medicaid 73 75 70 73 75 76 78 80
Reimbursements
Rentals 43 47 34 35 36 37 38 38
Revenue Sharing 0 0 61 61 61 176 291 291
Non-Recurring 0 0 834 241 0 0 0 0
Miscellaneous 275 626 175 62 63 65 67 68
Total Other
Revenues $435 $783 $1,300 $606 $372 $495 $619 $625

Source: FY 1996-97, 1997-98, and 1998-99 4502 reports, Statement O
1 Tuition, Classroom Fees, Transportation Fees, Rentals and Miscellaneous:

MCSD receives tuition from neighboring districts when students from those districts
elect, through intra-district open enrollment, to attend schools within MCSD.
Classroom fees are collected for items such as workbooks, vocational education
supplies, andlaboratory materials. Transportationfeesarecollected primarily for field
trips and other student activities to offset costs other than wages. Other
miscellaneous sources of revenue include facilities rentals, swimming fees for public
use of thedistrict’ spool, contributionsand refunds. Projected amountsfor FY 1999-
00 through FY 2003-04 are based on FY 1998-99 results. Due to the significant
amount of coding errors in recording past transactions, the historical figures are
somewhat suspect. Therefore, the forecast assumes an inflationary increase of 2.5
percent annually.

Revenue Sharing: According to district management, agreements have been made
with the City of Massillon which will compensate the district for the loss of tax
revenue resulting from real and personal property tax exemptions or other forms of
tax incentives. Since 1998, businesses located within an area designated as an
enterprise zone and receiving tax abatement for up to ten years have paid MCSD
approximately $61,000 annually. A separate agreement relating to tax incremental
financing of aplanned strip mall is expected to pay MCSD approximately $230,000
annually over aten year period beginning in 2002. The forecast assumes half of that
amount will be received in FY 2001-02, with the full effect seenin FY 2002-03.
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V.

A.

Non-Recurring: Non-recurring revenues stem from the correction of posting errors,
receipt of past due amounts, refunds and other transactions which are not expected
to occur on aregular basis. The estimated amount for FY 1999-00 is based on a
refund of prior year expenditures and the correction of grant-related expenditures
erroneously posted to the general fund.

Expenditures

Operating Expenditures

(1)

Salariesand Wages: Estimated salaries and wages are based on existing negotiated
agreements which expired on December 31, 1999. The district will continue to
operate under the expired contracts until new bargaining agreements are reached.
Although preliminary negotiations have begun on new agreements, management’s
intentions regarding future wage and salary levels are not known at thistime. Future
base wages and sal aries are assumed to increase 2 percent per year over theremaining
forecast years, which is consistent with general historical trends. Because most
employees are paid through a salary schedule, an additiona increase of 1.5 percent
has been built into the projectionsto reflect theimpact of annual movement withinthe
schedule steps.

According to the treasurer, substitute and overtime expenses for FY 1998-99 were
just over $1.0 million. Substitute wage rates are assumed to remain relatively stable,
and are estimated at $1.0 million over the forecast period. Efforts being taken by the
district to reduce necessary overtime are assumed to offset the effect of future wage
rate increases on overtime costs. FY 1999-00 auxiliary and supplemental wages are
based on existing contracts. Because auxiliary and supplemental contracts are a
function of the negotiated base salary schedules, these costs are also expected to
increase at the same combined 3.5 percent rate which was applied to regular salaries
and wages. Excluding those employees participating in the district’ searly retirement
incentive (ERI), the treasurer has estimated severance payments for FY 1999-00 at
$149,000. In addition, deferred severance payments of $297,000 were made in FY
1999-00 to employeesretiring in FY 1998-99. Severance costsfor FY 2000-01 and
beyond assumes a similar annual amount increased by the combined 3.5 percent rate
applied to regular salaries and wages.

The wage and salary projections are presented in Table 2-1E, with amounts shown
in thousands of dollars. Staffing levels are assumed constant for FY 2000-01 and
beyond, as shown in Table 2-1B.
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TABLE 2-1E: Salaries and Wages

FY FY FY FY FY FY FY FY
1996-97 | 1997-98 | 1998-99 | 1999-00 | 2000-01 | 2001-02 | 2002-03 | 2003-04

Regular Salaries &

Wages ! N/A N/A N/A 15,378 15,921 16,239 16,564 16,895
Overtime and
Substitutes N/A N/A N/A 1,000 1,000 1,000 1,000 1,000
Supplemental
Contracts N/A N/A N/A 450 466 482 499 516
Severance? N/A N/A N/A 446 154 160 165 171

Total Salaries &
Wages 3 $16,425 $15,879 $16,802 $17,274 $17,541 $17,881 $18,228 $18,582

Source: Treasurer’s Office
L All certificated and classified contracts expired on December 31, 1999. Forecasted regular salaries and wages assume average contracted increases of
2 percent annually and average step increases of 1.5 percent annualy.
2FY 1999-00 includes $297,000 paid to FY 1998-99 retirees who elected to receive severance payment in FY 1999-00.
3The district was unable to provide a break out of historical salary and wage datain terms of the components used in the table.

2 Benefits. The components of the district’ sfringe benefit projections are presented in
Table 2-1F. Amounts are shown in thousands of dollars.

TABLE 2-1F: Fringe Benefits

FY FY FY FY FY FY FY FY
1996-97 | 1997-98 | 1998-99 | 1999-00 | 2000-01 | 2001-02 | 2002-03 | 2003-04

Medical Insurance 1,964 2,376 2,614 3,3121 2,360 2,526 2,702 2,892
Retirement
Contributions 2,545 3,504 3,826 2,648 2,741 2,837 2,936 3,039
Worker's Compensation

89 81 48 1452 92 95 99 102
Unemployment
Insurance 9 18 4 10 10 10 10 10
Tuition Reimbur sement 0 0 0 10 10 10 10 10
Early Retirement
Incentive 0 0 0 2,453 500 0 0 0
Total Fringe Benefits $4,607 $5,979 | $6,492°3 $8,578 $5,713 $5,478 $5,757 $6,053

Sour ce: Treasurer’s Office, district 4502 reports

1 FY 1999-00 amount include payment of premium in arrears of $1.106 million.

2 FY 1999-00 amount includes amounts unpaid in FY 1998-99.

% An unexplained discrepancy of $70,000 exists between the historical FY 1998-99 benefit costs provided by the treasurer used in Table 2-1 and the 4502
report detail used for thistable.
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(3)

MCSD makes quarterly premium payments to the Council of Governments (COG)
consortium for medical insurance. Projected premiumsfor FY 1999-00 incorporate
the treasurer’ s estimate of $2.2 million based on year-to-date billings and payment of
premiums in arrears of approximately $1,106,000. The COG has indicated that
premiums will increase 7 percent in the coming year, and this rate of increase is
assumed throughout the remaining forecast period.

School districts generally contribute approximately 14 percent of salaries and wages
to retirement funds and an additional 1.45 percent to Medicare on behalf of their
employees. For the past three years, however, MCSD’ s actual retirement costs have
ranged from 15.5 percent to nearly 23 percent. Because of the questionablereliability
of thedistrict’ shistorical data, projected retirement contributionsfor FY 1999-00 are
computed on the more typical 15.5 percent of estimated salaries and wages. The
district’s retirement costs are anticipated to increase by 3.5 percent annually
throughout the forecast period to reflect assumed increases in base and incrementa
step wages. According to the treasurer, FY 1999-00 workers compensation
premiums are approximately $86,000. An additional $59,000 isincluded in the FY
1999-00 estimate representing an underpayment of FY 1998-99 premiums. Future
workers compensation cost estimates are assumed to increase by 3.5 percent annually
throughout the forecast period. Estimated unemployment costs are approximately
equal to the average of the past three years, and are assumed to remain constant.
Tuition reimbursements are estimated to equal the maximum amount provided for
under current collective bargaining agreements, and are unchanged through the
remainder of the forecast.

In FY 1998-99, the district approved a second ERI for district employees éligibleto
retire between July 1, 1998-99 and June 30, 2000-01 in an effort to future reduce
staffing to reflect the decline in enrollment and to assist in remedying its financial
difficulties. Under the ERI, the district will pay both the employee and employer
retirement contributionsfor those eligible employeeswho chooseto participatein the
program. ERI payments may be distributed over athree-year period. However, the
district has chosen to pay in the current year the full amount due for those employees
retiring under the program in FY 1998-99 and FY 1999-00. MCSD estimates this
cost to be approximately $2.5 million. Because the provisions of the expired
contracts remain in effect, eligible employees may till elect to participate in the
program. The forecast assumes an additional cost of $500,000 may be incurred for
employees accepting the ERI in FY 2000-01, which is consistent with the district’s
projections.

Purchased Services: Purchased services include such costs as utilities, property
insurance, leased equipment, tuition, postage, travel, and professional and technical
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(4)

services. Historicaly, purchased services have fluctuated substantially over the past
six years, with annual increases and decreasestypically ranging from 20 to 30 percent
from the preceding year. The average annua change over that period, however, was
only 1.5 percent. Such volatility does not provide meaningful trends for use in
establishing projections. The district has estimated future purchased service
expenditures based primarily on inflationary increases of 3 percent annually, plus
anticipated one-time costsin FY 1999-00 representing legal fees associated with the
collective bargaining process and possible changes in its security contract. This
forecast has incorporated the district’ s estimates for purchased services.

Materials, Supplies and Textbooks: Qualifying expenditures under H.B. 412 in
meeting the textbook and instructional supplies set-aside are expected to be made
from the supplies and materials line in the genera fund. Thisline typicaly includes
supply and material itemsused for both instructional purposes and support activities,
such as maintenance, transportation, central office and administration.

Theforecast assumesthat only instructional -rel ated expenditures qualify to meet set-
aside requirements. Projections for FY 1999-00 are based on computed spending
amounts required for instructional supplies and textbooks, and on the temporary
appropriation measure adopted on June 22, 1999 for non-instructional supplies and
materials. Expenditures for non-instructiona supplies and materia are assumed to
increase annually by aninflationary factor of 2.5 percent. Itisassumed that each year
the set-aside requirements will be expended, and no unused balances will be carried
forward to the succeeding year. Projected expenditures for supplies, materials and
textbooksare presented in Table 2-1G. Amounts are shown in thousands of dollars.

TABLE 2-1G: Supplies, Materials and Textbooks

FY FY FY FY FY FY FY FY
1996-97 | 1997-98 | 1998-99 | 1999-00 | 2000-01 | 2001-02 | 2002-03 | 2003-04

Non-Instructional N/A N/A 743 736 754 773 793 812

Instructional - H.B. 412
Requirement

N/A N/A 415 664 794 883 865 850

Textbooks

Total Supplies, Materials &

$697 $938 $1,158 $1,400 $1,548 $1,656 $1,658 $1,662

Sour ce: Treasurer’s Office, 4502 reports

(5)

Capital Outlay: Qualifying expenditures under H.B. 412 in meeting the capita
improvements and maintenance set-aside are expected to be made from the salaries
and wages, fringe benefits, and purchased serviceslineitems, in addition to the capital
outlay lineinthegenera fund. However, thedistrict hasnot specifically identified the
wages, benefits or purchased services that may qualify.
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VI.

MCSD has no permanent improvement fund, and has historically low levels of capital
maintenance spending. TheFY 1999-00 estimateincludesapproximately $1.0 million
for roof repair and $150,000 for the purchase of two specia education buses, in
additionto expendituresalready madeto date. Theestimated capital expendituresfor
FY 1999-00 exceed H.B. 412 requirements. For the remainder of theforecast period,
annual estimates have been reduced to thelevel of spending required under H.B. 412.
Inall forecast years, it isassumed that the set-aside requirement will be expended and
no unused balances will be carried forward to the succeeding year. An additional
$80,000 has been included in FY 2001-02 through FY 2003-04 to reflecting future
bus purchases. Bus purchase amounts in all years are consistent with the district’s
forecast.

(6) Other Expenditures. Other expenditures are assumed to increase 2.5 percent per
year dueto inflation. An additional $20,000 isassumed in FY 1999-00 representing
increased county auditor and treasurer fees associated with anticipated higher tax
revenues resulting from the new operating levy.

Educational Enhancements - Additional Operational Expenditures (under S.B. 55):

Under S.B. 55, MCSD isrequired to meet certain educationa requirementswhich may have
financia implicationstothedistrict. Theeducationa enhancementsinclude providing all- day
kindergarten, increased graduation requirements and curriculum offerings, the establishment
of reading intervention and summer remediation programs, and the creation of district
continuous improvement plans. MCSD implemented all-day kindergarten during the FY
1998-99 school year, and the associated costs are reflected in the historical amountsonwhich
the projections are, in part, based. However, because the district has not devel oped specific
estimates for other components of S.B. 55, those costs may not be adequately incorporated
into the forecast estimates.

Debt Service

General fund debt principal isrepaid in equa annual or semi-annual installments over thelife
of each loan except for the state consolidation loan, which follows a monthly repayment
schedule. Therelated interest expense has been computed. The amount of general fund debt
currently outstanding is shown in Table 2-5 of subsection B. TABLE 2-1H presents the
historical and projected debt service schedule for those general fund obligations that are
currently outstanding. Amounts are shown in thousands of dollars.

Financial Systems 2-19



Massillon City School District Performance Audit

TABLE 2-1H: Current General Fund Debt Service Schedule

Description Amount FY 97 FY 98 FY 99 FY 00 FY 01 FY 02 FY 03 FY 04
Five-Year TAN?® 2,000 0 400 400 400 400 400 0 0
Four-Year TAN? 950 0 0 238 237 238 237 0 0
One-Year TAN? 4,877 0 0 0 4,877 0 0 0 0
Five-Year State
Loan 2 5,930 0 0 1,083 1,132 1,184 1,237 1,294 0
Vo-Ed Bldg. Loan 4,147 255 255 255 255 255 255 255 255
Total Principal $17,904 $255 $655 $1,976 $6,901 $2,077 $2,129 $1,549 $255
Interest - Five-

Year TAN? N/A $0 $91 $73 $55 $36 $18 $0 $0
Interest - Four-

Year TAN? N/A $0 $0 $42 $32 $21 $11 $0 $0
Interest - One-

Year TAN? N/A $0 $0 $0 $238 $0 $0 $0 $0
Interest - Five-

Year State Loan 2 N/A $0 $0 $272 $222 $171 $118 $61 $0
Interest - Vo-Ed

Bldg. Loan N/A $0 $0 $0 $0 $0 $0 $0 $0
Total Interest N/A $0 $91 $387 $547 $228 $147 $61 $0

Total Debt Service $17,904 $255 $746 | $2,363 | $7,448 | $2,305 | $2,276 | $1,610 $255

Source: Treasurer’s Office

1 Tax Anticipation Note

2 State Loan Series 97 is the consolidation of several existing state loans into a single 5 year loan with repayments deducted directly from the State
Foundation settlement amount.

VIl. Other Sourcesand Uses of Funds

A. Transfers and Advances In/Out

The district’s food service fund, the uniform supply fund and the rotary fund function as
enterprisefunds. Of these, thefood servicefund represents nearly 90 percent of the combined
enterprise fund balance. All three enterprise funds have remained essentialy self sufficient,
with each maintaining a surplus large enough to offset occasional annual operating deficits.
During the past three years, no transfer or advancement of cash from the general fund was
required to offset a deficit condition in any of the enterprise funds.
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Sincethe digtrict’ s enterprise funds historically have not required transfers from the general
fund, no transfers are anticipated during the forecast period. The net advance out of the
general fund projected for FY 1999-00 represents the repayment of an advance received at
the end of the previousyear and held over year-end, and an amount advanced to the generaa
fund from the bond retirement fund. Encumbrances outstanding are consistent with the
district’s forecast.

B. Budget Reserve

H.B. 412 requires school districts to maintain a budget reserve when certain conditions are
met. Whenever revenue received for current expensesfor the preceding fiscal year isat least
three percent greater than therevenuereceived for current expensesfor the second preceding
fiscal year, the district is required to set-aside as a budget reserve not less than one percent
of therevenue received for current expensesfor the preceding fiscal year. The minimum one
percent set-aside continueseach year until the accumul ated budget reserve equal sfive percent
of the revenue received for current expenses for the preceding fiscal year.

H.B. 770 aso requires districts receiving a rebate from the Ohio Bureau of Workers
Compensation (BWC) to apply the amount of the rebate toward the budget reserved
requirement in the year the rebate is received. For rebates occurring in FY 1997-98 or FY
1998-99, the amount received was to be added to the budget reserve in addition to any
applicable one percent set aside. Infutureyears, however, the rebate would be used to of fset
any required contribution in the year the rebate was received. MCSD received a rebate of
approximately $181,000 in FY 1997-98, which was required to be reserved.

School districtsare not required to increase their budget reserve whilethey arein fiscal watch
or fiscal emergency. However, amounts previoudly placed in the reserve may not be used to
fund current operations without authorization from the State Superintendent of Public
Instruction. District records indicate that approximately $79,000 was added to the reserve
inFY 1998-99. Based on the year-end budget reserve balance of $141,000, MCSD appears
to have used a portion of its BWC rebate for general operating purposes during FY 1998-99.
The forecast assumes an increase in the budget reserve to $260,000 by the end of FY 1999-
00, representing the BWC rebate and the amount previously added in FY 1998-99.

Based on the estimated growth of basic revenues, budget reserve contributions would
normally be required in each year of the forecast except FY 2003-04. The positive cash
balances projected in FY 2001-02 and beyond suggest the possibility that the conditions
which resulted in the district’ sfiscal emergency could be corrected or eliminated during that
time. Because of thisanticipated financial improvement, the forecast assumesbudget reserve
contributions of $294,000 in FY 2001-02 and $288,000 in FY 2002-03.

Financial Systems 2-21



Massillon City School District Performance Audit

C. Encumbrances and Other Reserves

Thedistrict uses encumbrances as a method for budget management and control. Under this
method, purchase orders, contracts, resolutions and other commitments for the expenditure
of fundsare recorded to reserve aportion of the applicable appropriation for future payment.
The district’ s estimates for future outstanding encumbrances and fund balance reserves for
bus purchases have been incorporated into this forecast.

Summary of Performance Audit Recommendations

Table 2-2 is being presented as a potential financial forecast for district management and the
commission. It isamanagement tool to be utilized to assess the impact the implementation of the
various performance audit recommendations will have on the district’s financia condition. The
forecast presented contains the same financial projections as presented in Table 2-1 with additional
lines to include the financia implications associated with the performance audit recommendations,
implementation costs for performance audit recommendations and any actions taken to date by the
commission. In order to accurately reflect MCSD’ s financial condition, Table 2-2 does not reflect
the $3.3 million borrowing in FY 1999-00 from the state solvency assistance fund.

Accompanying tables (Table 2-2A through Table 2-2C) summarize the financial implications
associated with the recommendations contained within this report. Some recommendations could
be implemented immediately, while others will require further management action to realize the
proposed savings. Inaddition, implementation costsand cost avoidances associated with the various
recommendations are also summarized.

The performance audit recommendations presented in T able 2-2A which affect the district’ sgeneral
fund are broken down into two categories; those recommendations subject to negotiation and those
recommendationsnot subject to negotiation. Table2-2B summarizescommission recommendations
and actions taken to date, while Table 2-2C summarizes implementation costs.

For the district to achieve financia stability, it will be necessary to make difficult management
decisions. This performance audit provides aseries of ideas and recommendations which the district
and commission should consider. However, thisaudit isnot al inclusive, and other cost savingsand
revenue enhancements should be explored and incorporated into the financial recovery plan of the
district. Thedistrict and the commission should update the financial recovery plan presented on an
ongoing basis as critical financial issues are addressed.
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Table2-2: Proposed Financial Recovery Plan

Actual Actual Actual Forecast | Forecast | Forecast | Forecast | Forecast

1996-97 | 1997-98 | 1998-99 1999-00 2000-01 2001-02 | 2002-03 | 2003-04
Real Estate Property Tax $7,414 $8,157 $7,848 $6,879 $6,982 $7,366 $7,771 $7,888
Tangible Personal Property Tax 3,078 3,504 3,443 2,721 2,775 2,831 2,888 2,945
Nov. 1999 Emergency Levy 0 0 0 1,284 3,155 3,155 3,155 3,155
Income Tax 0 210 1,939 2,521 3,100 2,117 1,113 0
Investment Earnings 95 100 188 345 230 236 242 248
State Foundation 12,582 13,197 14,632 15,248 15,730 15,711 15,802 16,094
Homestead and Rollback 940 1,035 997 1,015 1,185 1,207 1,229 1,252
Other Revenues 435 783 1,300 606 372 495 619 625
Total Operating Revenues 24,544 26,986 30,347 30,619 33,529 33,118 32,819 32,207
Salaries & Wages 16,425 15,879 16,802 17,274 17,541 17,881 18,228 18,582
Fringe Benefits 4,607 5,979 6,562 8,578 5,713 5,478 5,757 6,053
Purchased Services 1,514 1,949 2,104 2,347 2,418 2,495 2,575 2,657
Supplies, Materials & Textbooks 697 938 1,158 1,400 1,548 1,656 1,658 1,662
Capital Outlay 119 88 122 1,221 794 963 945 930
Other Expenditures 233 255 241 265 272 278 285 293
Interest on Loans 0 0 0 547 228 147 61 0
Performance Audit Rec. (Table 2-2A) 0 0 0 37) (790) (790) (790) (790)
Commission Rec. (Table2-2B)?! 0 0 0 N/A N/A N/A N/A N/A
Implementation Costs (Table2-2C) 0 0 0 0 400 339 237 237
Total Operating Expenditures 23,595 25,088 26,989 31,595 28,124 28,447 28,956 29,624
Proceeds From the Sale of Notes 4,983 950 1,600 4,877 0 0 0 0
State Consolidation Loan 0 5,930 0 0 0 0 0 0
State Loan Payments (5,745) | (8133) | (3,605) (1,387) (1,439) | (1492 | (1,549 (255)
Tax Anticipation Note Payments 0 (400) (637) (5,514) (637) (637) 0 0
Net Transfers’ Advances- In/ (Out) 0 0 (35) (610) 0 0 0 0
Net Other Financing Sources/ (Uses) (135) (220) 70 0 0 0 0 0
Net Financing 897) | (@873 | (2,607 (2,634) (2,076) | (2129 | (1,549 (255)
Results of Operations (Net) 52 25 751 (3,610) 3,329 2,542 2,314 2,328
Beginning Cash Balance 45 97 122 873 (2,737) 592 3,134 5,448
Ending Cash Balance 97 122 873 (2,737) 592 3,134 5,448 7,776
Outstanding Encumbrances 56 117 234 279 279 279 279 279
Bus Purchase Reserve 0 0 0 3 66 50 35 19
“412" Instructional / Capital Reserve 0 0 197 0 0 0 0 0
“412" Budget Reserve 0 0 141 260 260 554 842 842
Ending Fund Balance $41 $5 $301 | ($3,279) ($13) $2251 | $4,292 | 96,636

Source: Didtrict records, Performance Audit estimates and financia implications
* The financial implications of commission recommendations are included in the Salaries and Wages, Fringe Benefits and Supplies and Materidslineitems.
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Table 2-2A summarizes the cost saving and revenue enhancement recommendations found
throughout this performance audit report. The recommendations have been segregated into those
which are included in Table 2-2 and those which are not, and the recommendations subject to

negotiation have been identified.

Table 2-2A: Summary of Performance Audit Recommendations

Recommendations FY 1999-00 FY 2000-01 FY 2001-02 FY 2002-03 FY 2003-04
RECOMMENDATIONSINCLUDED IN
FORECAST (Table 2-2):
Recommendations Subject to Negotiation:
R3.6 Increase employee contributions toward health
care premiums $0 $291,500 $291,500 $291,500 291500
R3.16 Eliminate classified paid picnic day $0 $4,500 $4,500 $4,500 $4,500
Total Recommendations Subject to Negotiation $0 $296,000 $296,000 $296,000 $296,000
Recommendations Not Subject to Negotiation:
R4.4 Reduce custodial overtime expenditures $25,250 $101,000 $101,000 $101,000 $101,000
R4.7 Reduce one grounds crew position $0 $36,400 $36,400 $36,400 $36,400
R4.10 Reduce maintenance overtime expenditures $11,250 $45,000 $45,000 $45,000 $45,000
R4.22 Implement energy management program $0 $166,000 $166,000 $166,000 $166,000
R4.23 Enroll in the Energy for Education Program $0 $40,500 $40,500 $40,500 $40,500
R5.2 Reduce bus fleet by four buses $0 $104,756 $104,756 $104,756 $104,756
Total Recommendations Not Subject to
Negotiation $36,500 $493,656 $493,656 $493,656 $493,656
Total RecommendationsIncluded In Forecast: $36,500 $789,656 $789,656 $789,656 $789,656
RECOMMENDATIONSNOT INCLUDED IN
FORECAST:
Recommendations Subject to Negotiation:
R3.1 Increase number of required periods for middle
school teachers $0 $390,000 $390,000 $390,000 $390,000
R3.7 Require MEA reimbursement of costs resulting
from association leaves $0 $2,770 $2,770 $2,770 $2,770
R3.17 Reduce classified sick leave accrua to ORC
requirement $0 $28,000 $28,000 $28,000 $28,000
R3.21 Discontinue classified compensatory time for $3,000 per $3,000 per $3,000 per $3,000 per
calamity days $0 calamity day calamity day calamity day calamity day
Total Recommendations Subject to Negotiation * $0 $420,770 $420,770 $420,770 $420,770
Recommendations Not Subject to Negotiation:
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Recommendations FY 1999-00 FY 2000-01 FY 2001-02 FY 2002-03 FY 2003-04
R3.2 Reduce sick leave usage by certified staff $7,500 $30,000 $30,000 $30,000 $30,000
R3.4 Reduce sick |eave usage by classified staff $7,250 $29,000 $29,000 $29,000 $29,000
R4.20 Close one elementary school $0 $264,000 $264,000 $264,000 $264,000
R5.3 Utilize alternative forms of specia education
transportation $0 $56,544 $56,544 $56,544 $56,544
Total Recommendations Not Subject to
Negotiation $14,750 $379,544 $379,544 $379,544 $379,544
Total Recommendations Not Included In
Forecast: * $14,750 $800,314 $800,314 $800,314 $800,314

Sour ce: Financia Implications Summaries for al sections of this performance audit report.
* Amounts do not include the estimated $3,000 per day savings (R3.21) from discontinuing compensatory time for calamity day.

Table 2-2B summarizes the various recommendations the commission made and the district
implemented in FY 1999-00. To date, however, the commission has limited itself to
authorizing only two specific actions, one of which was promised by the district to votersin
return for public support of the recent tax levy. Because both the promised change in
transportation policy and the reinstatement of two administrative positions have already been
approved by the board and incorporated into the forecast presented in Table 2-1, they are
presented herefor reference purposesonly. Thecommission hasnot announced any additional

recommendations at thistime.

Table2-2B: Summary of Commission Recommendation/Reductions

Recommendations/Reductions FY 1999-00 FY 2000-01 FY 2001-02 FY 2002-03 FY 2003-04
Reingtate two administrative positions* $156,000 $0 $0 $0 $0
Restoration of one-mile busing for grades K-8 $76,000 2 $0 $0 $0 $0
Total Commission Recommendations/Reductions $232,000 $0 $0 $0 $0

Sour ce: Commission meeting minutes of November 17, 1999 and January 7, 2000.
1The cost represents estimated wages and benefits. At thistime, the commission has authorized the reinstatement of the positions only, without approving

actual wage levels.

2 The amount is net of anticipated additional state foundation aid for transportation resulting from the change.

Table 2-2C summarizes the implementation costs associated with various recommendations
contained within this performance audit. Each cost is dependent on the district’ s decision to

implement the associated recommendation and the timing of that implementation.
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Table2-2C: Implementation Costs

Recommendation | mplementation FY 1999-00 FY 2000-01 FY 2001-02 FY 2002-03 FY 2003-04
Costs
R4.1 Hire Custodial Supervisor; Promote
three custodians to Head Custodian
$0 $47,000 $47,000 $47,000 $47,000
R4.2 Implement training program $0 $5,625 $5,625 $5,625 $5,625
R4.5 Hire one maintenance employee $0 $38,000 $38,000 $38,000 $38,000
R4.6 Purchase snow plow and pick-up
truck under state contract $0 $31,200 $0 $0 $0
R4.9 Purchase automated work order
system $0 $10,000 $0 $0 $0
R4.21 L ease/Purchase new security
system $0 $146,500 $146,500 $146,500 $146,500
R4.22 Implement energy saving program $0 $102,000 $102,000
$0 $0
R5.9 Purchase bus routing software $0 $20,000 $0 $0 $0
Total Recommendation
Implementation Costs $0 $400,325 $339,125 $237,125 $237,125

Sour ce: Financia Implications Summaries for al sections of this performance audit report.

Theforecast assumestherenewal in FY 2001-02 of a5.3 mill emergency operating levy which
raises approximately $2 million annudly. 1nthe event the renewal effort is not successful, the
projected positive ending balances for the final three years would be largely eliminated.
Similarly, the entire forecast period benefits from the passage of the November 1999
emergency operating levy which generates an estimated $3.4 million each year. Failure to
renew the 9.7 mill levy in FY 2004-05 would remove that $3.4 million from the district’s

VIl  Commission Consider ations
A.

revenue stream.
B.

Theincometax rate was set at 0.75 percent by the Ohio Department of Taxation based on the
digtrict’ s request in November 1996 for atax which would raise $2.625 million from district
residents. The projected tax revenuesfound in the forecast were derived from Department of
Taxation formulas applied to the requested $2.625 million. However, the Department of
Taxation has subsequently compared returnsreceived from district residentsfor theyears 1997
and 1998, and determined that as many as 3,500 individuaslisted as district residentsin 1997
had not filed areturn in 1998. It is possible that a significant number of those who had not
filed adistrict return in 1998 were no longer residents of MCSD. In that event, the tax rate
may have been set too low to allow the district to raise the desired amount of revenue from
those individuals actually residing within the district’ s borders.
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C.

Due to its past reliance on emergency operating levies, MCSD is below the 20 mill floor.
Futurelevies, if continuing or non-emergency, could placethe district above thefloor, making
those amounts subject to the reduction measures contained in H.B. 920.

MCSD haslost revenue from abatements and other types of favorable tax treatment awarded
to local businesses as incentives to locate or expand within the area. Those past abatements
are beginning to expire and will be returning revenue to the district. The forecast includes
current agreements to compensate MCSD for some portion of the tax revenues lost under
newly awarded incentives. However, MCSD hasthe ability to negotiate morefavorableterms
than it has previoudly, which could provide future tax revenues which are higher than those
contained in the forecast.

State foundation payments are based, in part, on per-pupil spending levels provided in H.B.
650 and incorporated into the current bi-annual budget. Actua per-pupil spending amounts
applicableto theremaining forecast yearswill not be established until future budget legislation
ispassed. To theextent that future spending levels are established at higher or lower amounts
than those in the forecast, actual future state foundation revenues may be greater or less that
the amounts projected.

State foundation payments are calculated on the basis of pupil enrollment, classroom teacher
ratios, plusother factorsfor transportation, special education units, extended serviceand other
items of categorical funding. This performance audit relied on ODE projections which
indicated a continuing downward enrollment trend over the next ten years. MCSD hasnot yet
prepared its own enrollment studies based on such factors as the number of housing starts, the
amount of undeveloped land within the district, or other relevant data. The consideration of
these or other factors may suggest enrollment trends which differ from that used in the
forecast, and could result in higher or lower state foundation funding projections. Such
projections may also have an affect on the budget stabilization set-aside requirement if the
percentage growth in ADM exceeds base revenue percentage increases.

Although they expired on December 31, 1999, the district will continue to operate under the
previous collective bargaining agreements until new agreements have been reached. One of
the provisions of the prior agreements allowed eligible employees to participate in an ERI
program. The district intends to pay in FY 1999-00 the full retirement contribution of all
employees who have to date accepted the ERI. The forecast includes expenditures of
approximately $2.5 million in FY 1999-00 for this purpose, and also includes a contingency
of $500,000 in FY 2000-01 for employees who may still elect to participate under the prior
bargaining agreements. Should new bargaining agreementsretainthe ERI provision, or should
the negotiating process significantly extend the life of the prior agreements which contained
the ERI provision, it ispossible that additional employees may chose to take advantage of the
program. This could result in ERI payments to extend beyond FY 2000-01 or exceed the
$500,000 contingency built into the forecast.

Financia Systems 2-27



Massillon City School District Performance Audit

H.

Wage estimates for FY 2000-01 and beyond assume a cost of living adjustment (COLA) of
2 percent per year, in addition to an average annual step increase of 1.5 percent. To the extent
that future collective bargaining agreements incorporate differing COLA amounts, actual
wage and associated benefit expenditures in those years may vary significantly from the
forecast projections.

MCSD is required to meet certain educational enhancement requirements under S.B. 55.
However, other than the implementation of all-day kindergarten, the financia impact of
complying with these requirements has not been quantified by the district. Therefore, it is
possible that the true cost to the district in providing these educational enhancements has not
been adequately incorporated into the forecast spending estimates.

Because of alack of dedicated sources of funds sufficient to meet its capital needs, MCSD has
historically provided minimal levels of capital spending. In light of the district’s financial
difficulties, capital spending beyond FY 1999-00 was projected at the minimum amounts
required under H.B. 412. This may prove to be an undesirably low level of spending for
capital items. However, higher levelsof spending, particularly during thefirst two yearsof the
forecast, will have an adverse affect on year-end balances and result in higher deficits in FY
1999-00 and FY 2000-01.

All current general fund debt obligations, except for the vocational education building loan,
will be fully repaid during the forecast period. In FY 2003-04 and beyond, funds previously
required for the repayment of principal and interest will be available for use in supporting
educational programs, capital projects or other purposes.

Significant unencumbered year-end balances are projected over the later years of the Auditor
of State’ sfinancial recovery plan (Table 2-2), ranging from nearly $2.3 millionin FY 2001-02
to more than $6.6 million in FY 2003-04. Based on this forecast, it appears that the district
will havefuturefinancial resourcesto begin addressing someof itsmore critical funding needs.
In particular, MCSD should have additional funds available for such items as capita
mai ntenance, educational enhancements and technology.
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B. Revenues and Expenditures

Background

A school district’s primary funding sources are local property taxes and state foundation support. A
district canincreaseitslocal contribution through aproperty tax, aschool district incometax or ajoint
city/school district incometax. Each of thesetax optionsrequiresvoter approval. Property taxesare
levied on a calendar year basis against the assessed values of real estate, public utility property and
tangible (business) personal property located within the district. In FY 1998-99, the total assessed
value of real estate, public utility and tangible property was approximately $351 million.

Residents have historically provided mixed support for district levies, passing 50 percent of the eight
emergency operating levies placed on the ballot during the past 10 years. However, excluding the
repeated renewal of a five year emergency levy first passed in 1981, only two of six reguested
operating levies have received voter approval during the past decade. Most recently, a9.7 mill, five-
year emergency operating levy was approved on its second attempt in November 1999, following the
declaration of fisca emergency. This levy, which will raise approximately $3.4 million annualy,
offsetsthe loss of $2.05 in revenue from a7.9 mill operating levy which expired during FY 1998-99.

Although MCSD receivesthe mgjority of itstax revenue from property taxes, voters approved a0.75
percent district income tax in May 1997. The income tax is limited to a four year period, with the
revenue generated used to pay down the operating debt. MCSD has never passed a permanent
improvement levy, and the only one attempted in the past 20 years failed in 1998. Table 2-6
summarizes the district’ s levy history for the past ten years.

The Ohio General Assembly determines the level of state support for schools and distributes that
support through the State Foundation Program. Allocations are based on aformulathat guarantees
each district will receive a specified amount per student which is deemed sufficient to support an
adequate educational program at the state minimum level. The distribution formula, which
incorporates Average Daily Membership (ADM) and millage minimums applied to the district’ stotal
assessed property vauation, has undergone significant change through new legis ation which became
effectivein FY 1998-99. The State Foundation program also includes Disadvantaged Pupil Impact
Aid(DPIA) funding, which recogni zesthe additional spending often required of adistrict whenserving
disadvantaged students. Awards are derived from the number of enrolled students who are covered
under Temporary Assistance for Needy Families (TANF), formerly known as Aid to Dependent
Children. In general, as welfare recipients return to work or otherwise become ineligible for public
assistance under welfare reform, the number of TANF students decline, resulting in decreased DPIA
revenues. However, thereisusually no corresponding decreasein the cost of educating these students.
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Federal monies are awarded primarily through grant programs directed at helping economically
disadvantaged students or those with special educational needs. Districts may also be reimbursed for
certain types of expenditures made for eligible students under the Medicaid program.  Although
federal budget-balancing is expected to negatively impact grant awards, it isimportant for the district
to closely examine and evaluate restricted state and federal grants as potential funding sourcesin order
to maximizeitsrevenue. Table 2-3illustrates how the district’ s primary funding sources compare to
the peer districts and state averages.

Theboardisrequired under the ORC to adopt an annual budget. Each year, two budgets are prepared
by the district: atax budget and an operating budget. The budgeting process identifies the adequacy
of financial resources for the educational programs and provides a basis for accountability in fiscal
management. The tax budget aso serves as the legal basis for the establishment of tax rates. A
separate capital budget is not prepared. MCSD has not passed a permanent improvement levy, and
capital expenditures are made to the extent possible through the general fund.

There is no separate department responsible for budgeting within MCSD. Under board policy, this
function is centralized in the offices of the superintendent and the treasurer. The superintendent and
the board establish the overall fiscal objectives for the district while the actual budget preparation,

presentation and subsequent management reporting falls under the authority of the treasurer.

Thetreasurer preparesthetax budget and the annual appropriation resolution, filesrequired formsand
reports with the county budget commission and the ODE; monitors compliance with appropriation
spending levels; initiates, reviews and processes budget adjustments and modifications; and prepares
monthly budgetary interna reports. Sheis responsible for establishing and overseeing a system of
internal controls within the district to ensure the accuracy of financial information and to protect the
district’s assets.

Organization Function

Under the current organi zational structure, the board’ sroleislimited to managing thedaily operations
of the district and carrying out the fiscal recovery plan adopted by the commission. Decisionswhich
have financial implications or that effect the district financing are required to be made by the
commission.

The district superintendent and the treasurer report independently to both the elected board and the
appointed commission. Within this organizational structure, all departments except the treasurer’s
department report to the superintendent.
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Summary of Operations

The creation of along-rangefinancial planisavaluable management exercise. The previoustreasurer
had prepared such forecasts primarily for internal use by the board and district management. During
FY 1998-99, one or more of the interim treasurers, in cooperation with board finance committee
members, prepared the five-year forecast necessary to comply with H.B. 412 reporting requirements.
The new treasurer has recently completed the current H.B. 412 forecast, which will aso be used to
augment the recovery plan being developed by the commission. This forecast was created using a
speciaized computer model designed specifically for such a purpose, and includes three years of
historical dataand detailed assumptions. Theforecast has been adopted by the board, and is expected
to be presented to the commission for its use in preparing the formal fiscal recovery plan.

MCSD has contracted with the Stark County Educational Service Center (the educationa service
center) for computer, legal and other professiona services. The affiliated Stark/Portage Area
Computer Consortium (SPARCC) serves as the data acquisition site and provides the state software
used for the district’s primary business operations, student information and payroll applications.
Through the educationa service center, MCSD belongs to the Council of Governments (COG)
consortium for obtaining medical insurance.

Thebudgetary process beginswith the preparation and adoption of thetax budget, showing estimated
receipts and expenditures, and is submitted to the county budget commission before January 20, in
accordance with ORC and board policy. In June, the district adopts a temporary appropriation
measure to be used during the three month period from July through September, during which time
the permanent appropriation measure is prepared and adopted.

The treasurer’s office is responsible for the preparation and issuance of various financia reportsin
accordance with state and federal guidelines. These include an annual spending plan and quarterly
updates submitted to the ODE. The spending plan allows the State Superintendent of Public
Instruction to determineif the district has expendituresthat may impair its ability to operate within its
revenue sources. The cash-basis plan includes revenue projections by source, the nature and amount
of expenditures to be incurred by the district, outstanding and unpaid expenses and the months in
which the expenses are to be paid. The district has contracted with an independent pubic accounting
firm to prepare the required financia statements in accordance with generally accepted accounting
principles (GAAP). However, acomprehensive annual financia report (CAFR) is not created.
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Financial Data

Chart 2-1: Financial Organizational Chart

Board of Education

Superintendent Treasurer

Table 2-3 shows the distribution of revenue by funding source for al funds over the past three fiscal
years, on a cash basis, for MCSD, its peer districts and the state average.

TABLE 2-3: Percent of Revenue by Funding Sour ce

Massillon Alliance Barberton Mansfield Peer State
Average Average

FY 1995-96:
L ocal 32.5% 30.8% 34.6% 31.6% 32.4% 50.2%
State 57.1% 59.4% 45.5% B55.7% 54.4% 43.3%
Federal 10.3% 9.8% 19.9% 12.7% 13.2% 6.1%

FY 1996-97:
L ocal 42.4% 30.4% 35.4% 33.6% 35.5% 51.2%
State 48.1% 59.9% 45.3% 53.6% 51.7% 42.3%
Federal 9.5% 9.7% 19.3% 12.8% 12.8% 6.0%

FY 1997-98:
L ocal 40.5% 29.7% 33.6% 32.9% 34.2% 51.2%
State 52.2% 60.1% 42.8% 55.5% 52.7% 42.9%
Federal 7.3% 10.2% 23.6% 11.5% 13.2% 5.7%

Source: EMIS Didtrict Profiles.
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Table 2-4 presents statistics which impact a district’s ability to raise local revenue. MCSD is

compared with its peer districts and state averages.

TABLE 2-4: Local Statistics- Last ThreeYears

Massillon 2 Alliance Barberton | Mansfield Peer State
Average Average

FY 1995-96:
Effective Millage 34.0 29.1 32.8 41.6 34.4 305
Average Valuation * $ 46,964 $ 59,759 $ 58,273 $ 61,075 $ 56,518 $83,414
Area Median Income $ 20,455 $ 18,585 $ 20,041 $ 18,902 $ 19,496 $23,478
FY 1996-97:
Effective Millage 345 29.1 32.7 41.8 34.5 30.9
Average Valuation * $ 49,350 $ 59,746 $ 58,987 $ 59,910 $ 56,998 $85,628
Area Median Income $ 20,455 $ 19,298 $ 20,442 $ 19,614 $ 19,952 $24,588
FY 1997-98:
Effective Millage 324 28.9 28.2 39.3 32.2 30.7
Average Valuation * $ 64,076 $ 50,971 $ 77,489 $ 66,430 $ 64,742 $91,750
Area Median Income $ 21,841 $ 19,877 $ 21,242 $ 20,264 $ 20,806 $25,239

Source: EMIS Didtrict Profiles.

* Average valuation per pupil will increase over aperiod of years, if the average daily membership (ADM) count declines.
2FY 1997-98 Effective Millage does not include the 0.75 percent district income tax passed in May 1997 effective January, 1998, and the 9.7 mill
emergency operating levy passed in November 1999.

Table 2-5 presents MCSD’ s long term indebtedness as of June 30,1999. Not included in this table
isa$4.877 million one-year tax anticipation note with interest at 4.8 percent. The note wasissued on
July 1, 1999 to provide atemporary source of cash flow, and will be repaid in full on June 30, 2000.
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TABLE 2-5: Long Term Indebtedness as of June 30, 1999

Description Fund Interest Issue Date Maturity Amount Amount
Rate Date Borrowed Outstanding
Twenty-three-Year Bond Issue? Debt Service 7.6 mills 11/1/88 12/1/11 $20,800,000 $12,585,000
Total Debt Service Fund Debt $20,800,000 $12,585,000
Five-Year Tax Anticipation Note General Fund 4.56% 12/2/96 12/1/01 $2,000,000 $1,200,000
Four-Year Tax Anticipation Note General Fund 4.45% 12/12/97 12/1/01 $950,000 $712,500
State L oan (Series 97) 2 Genera Fund 4.44% 12/5/98 6/15/03 $5,930,189 $4,846,882
Vocational Building Assistance
Loan® Genera Fund 0.00% 3/1/92 6/15/07 $4,147,087 $1,912,489
Total General Fund Debt $13,027,276 $8,671,871
Total Debt $33,827,276 $21,256,871

Sour ce: District records and 4502 reports, Statements Jand L.
! Bond issue was passed to pay for the construction of Washington High School.

2 The five-year State Loan Series 97 consolidated several existing state loans. Repayments are deducted directly from the State Foundation settlement.
3 The state loan was madein lieu of agrant to partially fund construction of avocational educationwing at Washington High School. Because the change
in state funding mechanisms occurred after passage of the high school bond issue, MCSD considers the loan to be a general fund obligation.

Table 2-6 details the election results for the past ten years for various levies MCSD has placed on

the ballot.
TABLE 2-6: Ten Year Levy History

Year Typeof Levy Voted Millage New/Renewal Duration Results
November 1988 Construction Bond 7.6 mills New 23 Years Passed
November 1990 Emergency Operating 5.3 mills Renewal 5Years Passed
November 1992 Emergency Operating 5.9 mills New 4Years Failed
February 1993 Emergency Operating 7.9 mills New 5Years Failed
May 1993 Emergency Operating 7.9 mills New 5Years Passed
March 1996 Emergency Operating 5.3 mills Renewal 5Years Passed
November 1996 Income Tax 0.75% New 4Years Failed
May 1997 Income Tax 0.75% New 4Years Passed
May 1998 Emergency Operating 7.9 mills Renewal 5Years Failed
November 1998 Permanent Improvement 4.3 mills New Continuing Failed
August 1999 Emergency Operating 9.7 mills New 5Years Failed
November 1999 Emergency Operating 9.7 mills New 5Years Passed

Sour ce: Digtrict Records

Table 2-7 presentsthe originally voted millage and effective millage for levieswhich currently provide revenue

for general fund purposes.
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TABLE 2-7: Tax Millage Currently Being Assessed for General Fund

Original Effective

Y ear Typeof Levy 2 Duration Millage Millage
Prior to 1976 * Operating Continuing 27.8 mills 15.9 mills
March 1996 Renewal of Emergency Operating 5Years 5.3 mills 5.2 mills
November 1999 New Emergency Operating 5Years 9.7 mills 9.7 mills
Inside Millage 4.1 mills

Sour ce: Stark County Auditor

L With the passage of H.B. 920 in 1976, all existing continuing levies were aggregated into one total voted and effective millage amount.

2 Not included in thistable isthe 0.75% district income tax passed in May 1997 and effective January 1, 1998 through December 31, 2001.

Performance Measures

The following performance measures were used to analyze the district’ s financia systems:

Assessment of financia planning processes
Assessment of federal, state and local funding levels
Assessment of district expenditures
Allocation of resources for instruction, support and administrative costs
Relevance and timeliness of financial and management reports
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Findings/ Commendations/ Recommendations

Financial Planning

F2.1

O
N
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F2.2

Due to its declining financia condition and increasing reliance on operating debt during the
first half of the past decade, MCSD recognized the strong possibility of being placed in fisca
watch. According to board records, prior to the beginning of the FY 1996-97 school year, the
district had taken the following major steps in addressing its financid crisis.

Appropriations were reduced more than $480,000 from FY 1994-95 |evels.

A three-year early retirement incentive plan was initiated, resulting in the reduction of
17 teaching, 3 central office, and 6 classified positions.

Extra, co-curricular supplemental and extended contracts were reduced by $53,000.
A two-year wage freeze, extending until December 1999, was approved by district
teachers, administrators, non-union secretaries, custodians, bus drivers and cooks.

MCSD recognized the seriousness of its financial condition and initiated various actions to
address financia issues even prior to being placed in fiscal watch.

In late 1996, the board empanel ed a citizens advisory committee to recommend actionswhich
might alow the district to avoid fiscal emergency designation. Theinitial advisory committee
was composed of 34 members representing the administration and each school building. The
committee was asked to examine the financia history of the district, analyze its revenues and
expenditures, and develop along range financial plan. It presented its report to the board on
February 4, 1997.

The report contained nearly 30 specific recommendations, a dozen pages of analysis and
comments, and five years of revenue and spending projections through FY 2001-02.
Significant findings and recommendations contained in the report follow.

I MCSD became indebted primarily due to a pattern of deficit spending resulting in an
increasing level of unfunded general fund debt. Emergency levies were placed on the
ball ot requesting amountsthe board thought would be acceptableto votersrather than
amounts needed to support the district’s level of spending. The resulting revenue
shortfallsled to aseries of emergency operating loans and short term borrowing; with
newer loans being used in part to repay older loans.

In 1989, abond levy was passed to pay for construction of Washington High School.
The bond issue rai sed approximately $20.8 million and wasto berepaid over 23 years.
Because a sufficient source of funds for repayment has been established, this was
considered funded debt rather than operating debt, and did not contribute to the
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district’s financia decline. However, the vocational wing incorporated into the
building of the high school was not included in the bond levy and did become a source
of additional operating debt.

The vocational education wing wasintended to be financed by a matching state grant.
Therefore, the state’ s anticipated $3.2 million portion of the cost was not included in
the bond levy. Upon the awarding of contracts and the beginning of construction,
MCSD submitted its grant application for inclusion in the state’ s upcoming bi-annual
budget. However, the budget legidation which was ultimately enacted discontinued
the matching gift funding. The stateinstead awarded MCSD a 15-year, $4.15 million
loan at no-interest to complete construction of the vocational wing.

Therewasan overall lack of accountability for establishing short- and long-term goals
throughout thedistrict. A clear mission statement and district-wide goalswere needed.
The creation and annual review of along-range strategic plan would assist the board
and district management in assessing ongoing operations and &liminating unnecessary
expenditures which, in turn, would help prevent further operational borrowing.

In order to operate under fiscal watch without additional funds, the district would need
to operate at absol ute minimum standards. District management wasto develop aplan
to reduce operations to those minimum levels by the first day of the 1997-98 school
year. Theplanwasexpected toincludereducing staff, limiting busing services, closing
buildings, suspending extra-curricular activities, and eliminating many educational
programs and services.

A 0.75 percent income tax was to be prepared for voter approva at the earliest
possible date, and offered until passed. The tax was to be used to retire current
operating debt.

The existing operating debt wasto be consolidated and restructured to a10-year term.

MCSD empaneled acitizens advisory committee to examinethe causes of itsfinancial distress
and recommend solutions. Although the district was ultimately placed in fiscal watch, the
committee was successful in preparing a thoughtful and candid assessment of the district’s
deteriorating financial condition and developed a number of solid recommendations for
improvementsin financial management and oversight. The results of the committee’s efforts
became the basis for the district’ s initial financia recovery plan.

MCSD was placed in fiscal watch on January 6, 1997. A financia recovery plan was prepared
based on the recommendations contained in the citizens advisory committee report, and
submitted to the ODE within the 120-day time frame required by law. Therecovery plan was
revised in July 1997 due to the passage of the recommended 0.75 percent district income tax,
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and included a ten-year projection of revenues and expenditures. In addition to the new tax
revenue, the revisions were expected to save approximately $900,000 during FY 1997-98. In
January 1998, the district submitted the required annual updateto itsrecovery plan, whichaso
includedtenyearsof projected revenuesand expenditures. Thefinancia projectionscontained
in both updated recovery planswere prepared by the treasurer in cooperation with the board.

The following summarizes the major revisions that have been made to the district’s original
fiscal watch financial recovery plan.

I Reduce four regular education teachers, one educational service person and two
secretaries.

1 Reduce building administrative personnel and custodial/maintenance personnel by 1.34

and 4.5 FTEs, respectively.

Reduce aides to the level required under negotiated agreements.

Eliminate $30,000 of general fund extra-curricular salaries.

Eliminate one shift of Washington High School security.

Consolidate bus routes and reduce the number of drivers.

Reduce one library technician and pool remaining library technicians.

Implement one additional vocational unit and one additional vocationally funded tech

prep unit.

Eliminate general fund expense for student workers.

Incorporated H.B. 412 set-asides and budget reserves.

Restructure existing state emergency loansinto asingle, longer-term emergency loan.

F2.4  Although the origina recovery plan and its revisions were documented and approved by the
board, district management has been unableto verify the extent to which all recommendations
may have been implemented and substantiate the resulting impact on district finances. It is
known that the recommended 0.75 percent district income tax was passed and the existing
state loans were consolidated. The human resources section of this report discusses
reductions in staffing and limitations on wage increases which have occurred in recent years.
However, there appearsto be no centralized mechanism or assigned responsibility for tracking
and evaluating progress against the plan. The status of all recovery plan recommendationsis
not clearly documented, either in terms of completion or planned implementation, nor is
supporting information readily available. Such information may be fragmented among the
superintendent, treasurer and other administrators, making it difficult for the board and
management to obtain a clear understanding on which to make decisions.

)
N
=

An understanding of, and adherence to, its recovery plan is critical to any district attempting
to emerge from fiscal watch or fiscal emergency. MCSD should establish procedures which
will alow it to accurately and efficiently monitor, control and report on the progress being
made towardsitsfinancial recovery. Because of the financia nature of the recovery plan, this
function would appropriately reside in the treasurer’ s office, athough the district may choose
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to assignthisresponsibility to another individual. The board should remain thoroughly familiar
with any recovery plan used to guide the district’ s operations and be apprized of its progress
on aregular basis.

MCSD should aso closely examine the recommendations contained in the previous recovery
plans. For each recommendation, the district should determine the extent of any attempted
implementation, the degree to which implementation was successful or the reasons that no
attempt was made, and the ultimate result and financial impact to the district. Those
recommendations which have not been fully implemented should be reconsidered in light of
thedistrict’ scurrent condition and, if deemed beneficial, incorporatedinto any futurerecovery
plan.

Attheend of FY 1997-98, the former treasurer |eft the district. Threeinterim treasurerswere
employed during FY 1998-99for periodsof approximately three-to-four monthseach. During
this time, members of the board finance committee and the interim treasurer jointly prepared
the district’ sfive-year forecast required under H.B. 412, aswell asany other desired financial
anayses or projections. However, MCSD failed to prepare and submit an acceptable annual
update of its fiscal watch recovery plan as required by law.

The failure of a district under fiscal watch to provide an updated financia recovery plan
acceptable to the state superintendent of public instruction results in a designation of fiscal
emergency. Consequently, on September 30, 1999, MCSD was declared to be in fisca
emergency. Although it is unknown whether the district would have ultimately been placed
infiscal emergency duetoitsfinancia condition, the current designation wastriggered by its
fallure to prepare and submit the required annual update to its recovery plan.

There have been significant changes, particularly during the past year, in key leadership and
governance positions. The superintendent is now in hisfifth year with the district. Following
a year in which three individuals served as treasurer on an interim basis, MCSD hired a
permanent treasurer to begin in August 1999. Although she possesses prior experience as a
school treasurer, she has been with the district for only afew months. Four of the five board
seatswill be occupied by new membersbeginning January 2000, following the November 1999
election. It isunknown at thistime what changes might be forthcoming under thisrelatively
new |leadership.

MCSD should develop and implement the procedures necessary to ensure that all required
financial or planning documents are properly prepared and submitted to the appropriate
authorities in a timely manner, and that the district fully understands and complies with all
filing requirements. These procedures should clearly identify individua responsibility and
accountability for their execution, and establish proper management controlsover the process.
The board is ultimately responsible for overseeing district regulatory compliance, and should
take steps to ensure that it is both fully cognizant of such requirements and that those
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requirements have been properly met. These procedures must be designed to operate
regardless of personnel changes or position vacancies. Thisisespecially important, in light of
the turnover in the elected board and the relative newness of the current treasurer, to help
maintain continuity in the district’ s financia practices and procedures.

Recommendations R2.1 and R2,.2, aswell as others elsewhere in this subsection, may result
in potentially significant additionsto the duties and responsibilities of the treasurer. Oncethe
district has emerged from fiscal emergency, it may wish to consider whether these additional
duties and responsibilities are sufficient to warrant creating a position of assistant treasurer.
Such a position could provide the treasurer greater flexibility in focusing on these and other
meaningful functions within her office.

Following the designation of MCSD asadistrict in fiscal emergency, afinancia planning and
supervisory commission was formed to develop along-range plan for fiscal recovery. Under
ORC, the commission has been granted broad oversight authority over district operationsand
financia matters. The commission will continue in existence until the Auditor of State, or the
commission itself, determines the following:

An effective financia accounting and reporting system isin place

All of the fiscal emergency conditions have been corrected or eliminated, and no new
emergency conditions have occurred

The objectives of the financia recovery plan are being met

TheMCSD Board of Education has prepared afinancial forecast for afive-year period
and such forecast is, in the Auditor of State’s opinion, “non-adverse’.

The current treasurer is developing afive-year forecast for the district. To accomplish this,
the treasurer has employed a computerized model designed to be used by school districtsin
preparing financial forecasts. Themodel relieson aseriesof linked spreadsheetsto manipul ate
historical data and assumptions relating to such variables as local property valuations, tax
collection patterns, anticipated state funding, collective bargaining contracts, new state
requirements and changes in spending patterns. The Windows-based model was developed
by the treasurers of Jackson and Chillicothe school districts, who have presented it at various
educational workshops. The MCSD treasurer obtained aworking version of the model while
attending the 1999 Ohio University L eadership Program. The model wasincluded inthe $500
cost of the workshop. However, the source code was not provided and the district isnot able
to modify or customize its version of the model.

The treasurer completed her initia forecast in November 1999, and reviewed it with
management and board finance committeemembers. Revisionsbased onthereview comments
were incorporated, and a revised forecast was presented to the board on December 8, 1999
for their review and approval. The forecast, as approved by the board, assumed no increase
in base wages following the expiration of the existing collective bargaining agreements on
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December 31, 1999. Thetreasurer then prepared various“what if” scenariosvarying increases
in base wages over the life of the forecast. The treasurer anticipates presenting the base
forecast and one or more wage scenarios to the commission in the near future.

The December 1999 forecast approved by the board anticipated a $2.1 million deficit in FY
1999-00, and projected positive year end balances of $0.7 millionin FY 2000-01 increasing
to $7.9 million in FY 2003-04. The district has shown a positive unrestricted general fund
balancein each of the past three years, ranging from alow of just under $4,000in FY 1997-98
to ahigh of approximately $300,000 at the end of FY 1998-99. However, these balances are
uncomfortably small, especidly in light of the high level of debt shown in Table 2-5. In
essence, the district hasrelied on operating debt to essentially maintain a break-even position
over the past three years.

The district’s five-year forecast continues to evolve. The treasurer has made significant
adjustments to the forecast approved by the board in December 1999. Revenue projections
have been reduced, primarily by holding future state foundation funding constant, while
expenditure estimates are somewhat higher. The changes have had the effect of eliminating
most of the positive year-end balances previoudly anticipated. The most recent version of the
forecast examined during this audit, dated January 31, 2000, projects annual deficits of $3.3
millionin FY 1999-00 and $1.3 million at the end of FY 2000-01, with small positive balances
of less than $200,000 thereafter. The treasurer is continuing to refine her estimates with the
assistance of commission staff members.

F2.10 Theforecast document presented to the board consisted of the forecast and approximately 20
pages of computer-generated spreadsheets and graphical support for selected line items.
However, the document does not contain the kind of detailed support that would enable the
board or the commission to easily assess the reasonableness and financial impact of the
assumptions. Although the supporting pages provided several yearsof history and allowed the
inclusion of alimited amount of explanatory comments, the format in which the information
was displayed was somewhat difficult to follow and interpret, data elements were sometimes
split between two or more supporting spreadsheets, and key computational formulas were
contained within the program code or the cells of the supporting spreadsheets, thereby
requiring the reader to possess a good understanding of the model’ s logic and access to the
model, itself. In general, the forecast is displayed in a manner which computes various
balances needed for certification or appropriation purposes rather than clearly segregating
revenue, expenditure and reserve amounts, while the supporting documentation appearsto be
designed to assist in preparing the forecast rather than communicating an understanding of it
to others.

2.

w

The treasurer should consider preparing and publishing a separate forecast document rather
than relying on output from the computer model as the primary means of communicating the
financia projections. Although she has devel oped adetailed forecast using acomputer model

Financia Systems 2-41



Massillon City School District Performance Audit

which captures comparative historical results and supporting assumptions, the accompanying
documentation did not present the information in a level of detail or clarity of format that
would be easily understandable by an average reader. The treasurer may wish to consider
presenting the forecast in aformat similar to that found in Table 2-1. The budget document
prepared by the Toledo City School District provides examplesof variousformsof supporting
information that may also benefit MCSD.

Because the forecast presents potential revenue-raising and spending decisions, the
accompanying documentation should communicate both how and why those decisions are
being considered. The forecast document should highlight district goals, objectives and key
issues, and clearly indicate how expenditure figureswere derived and how they tie back to the
various plans adopted by the board and, ultimately, the commission. While segregating the
impact of various|egidative requirementsaidsin the understanding of those requirements, the
reader can not confirm that they have been adequately incorporated into the forecast without
adetailed explanation of the derivation of the forecasted amounts.

The forecast document should be made available to the general public, aswell asto parents,
district employees and board members. By presenting more detailed historical and projected
financia information, as well as the incluson of detailed accompanying assumptions,
explanatory comments, and the methodology used in deriving the financia estimates, the
district will provide management, as well as the general public, a more comprehensive
understanding of its anticipated financia condition. The board might also benefit from more
frequent reviews and in-depth discussions of the financia projections and underlying
assumptions.

F2.11 MCSD does not prepare aformal capital budget or long-range capital spending plan, nor has
it created a comprehensive facilities master plan for use in guiding itslong-term decisions. A
buildings and grounds assessment completed in 1995 and updated in 1997, identified
approximately $1.0 million in needed roof repairs. An ODE survey published in 1990 and
updated in 1997 places the cost of repairing and upgrading the district’s current facilities to
meet minimum standards for health and safety at approximately $58.5 million.. According to
the treasurer, however, there are no plans to prepare a capital budget in the near future, nor
has spending for capital maintenance items been coordinated with the requirements of H.B.
412. Thefacilitiessection of thisreport presents adetailed discussion of the district’ s capital
needs and funding sources.

A
N
N

MCSD should create a comprehensive long-range capital plan which addresses the need for
capital additions and new construction, as well as the need for ongoing capital repairs and
maintenance. The plan should incorporate the condition of all facilities, theimpact of building
styleand configuration on curriculum and educational programs, and the means of maximizing
the utilization of classroom space and technological resources. The plan should be formally
adopted by the board when first created, and annual segments should again be approved
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individually asthey become current, allowing for modifications and adjustmentsto the original
components as circumstances dictate. All elements of this comprehensive plan should be
linked to the district’s five-year financial forecasts and annual budgets. Such a plan would
more accurately demonstrate to the public the district’s total capital requirements and
priorities, and hel p build support for future permanent improvement issuesand levy campaigns.

MCSD should aso consider establishing a Permanent Improvement Panel (PIP) to preside
over al permanent improvement projects. The PIP should be comprised of a cross-section of
district staff and community and parent representatives, and provide an ongoing review the
identified capital needs of the district

MCSD, aswell asall other school districtsin the State of Ohio, have been impacted by several
major pieces of legislation which are changing the nature of education both financially and
operationally. Am. Sub. H.B. 650 will provide additional revenueto MCSD. However, Am.
Sub. H.B. 650 also includes important enhancements of certain educational programs,
including reduced class sizes and al day kindergarten. H.B. 412 establishes additional
accountability standardsfor school districts, aswell asrequiring financial set-asidesfor critical
educational items including textbooks and capital improvements. H.B. 412 aso requires
school districts to maintain a budget reserve when certain conditions are met.

The provisions of Am. Sub. S.B. 55 include programmatic changes for school districts, many
of which will have financia implications. Programmatic changes contained within the
legidation include the creation of athree year continuousimprovement plan for certain school
districts, potential expansion of the summer school programs and an increase in the number
of units offered to high school students. S.B. 55 requires the ODE to issue “report cards’ on
school districts. Beginning with the year 2000 for the 1998-1999 school year, district
performance ismeasured against 27 specific standards, and compared with similar districtsand
with state averages. According to the ODE, MCSD met eight of those standards.

District management is attempting to determine the full effect of these pieces of legidation on
district operations. To date, however, school foundation revenue has only been estimated
based on historical trends rather than on the new funding formulacontained in Am. Sub. H.B.
650. In her five-year forecast, the treasurer has estimated spending and reserve requirements
under H.B. 412. Except for all-day kindergarten, which MCSD implemented in FY 1998-99,
the potential impact on operating costs due to the new educational requirements under Am.
Sub. S.B. 55 and Am. Sub. H.B. 650 have not been quantified by the district.

Subsection A, Financial Planning, presents Auditor of State projections of school
foundation monies under Am. Sub. H.B. 650 and H.B. 282, and the state required set-asides
for textbooksand instructiona materials, capital improvementsand maintenance, and abudget
reserve under Sub. H.B. 412.
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The superintendent offered the following thoughts on the district’s environment which are
relevant to the planning process:

1 The City of Massillon has seen its loca economy change from one dependent on
manufacturing to one now more dependent on the service industry.

The local economy appears to be stable, and is anticipated to become stronger.

The district population is stable, but is not expected to grow.

The district population is mature, with approximately 60 percent over the age of 50.
The maturity of the population makes passage of school levies increasingly difficult.

Revenue Assessment

F2.14

F2.15

A school district’ slocal revenue sources are essentially limited to property taxes and income
taxes, if applicable. All school districts receive real and personal property tax revenue. Only
some districts collect income taxes, either through a school district or a joint city/school
district incometax approved by the voters. Although MCSD has passed adistrict incometax,
information provided by the State Department of Taxation indicatesit isnot eligibleto collect
revenue through ajoint city/school district income tax.

Under Ohio law, property values are adjusted (updated) every three years, and a complete
recalculation (reappraisal) is performed every six years. According to information provided
by the Stark County Auditor’s Office, the 1998 assessment of property values within the
district totaled approximately $351 million, which was reflected in taxes collected beginning
in the 1999 calendar year. The next complete reappraisal will be conducted in calendar year
2000, which will affect tax collections beginning in calendar year 2001.

The impact on local revenues from incremental increases in local revenue sources is
summarized below:

1 Based on 1998 assessed valuation, one mill of property tax would generate
approximately $351,000 of additional revenue for MCSD.

The Ohio Department of Taxationindicated the0.75 percent school districtincometax
passed in May 1997 would rai se approximately $2.625 million of revenue annually for
MCSD.

Primarily, the district has been successful in obtaining voter approval for emergency operating
leviesonly. Emergency levies generate a fixed amount of revenue annually over a specified
period of time. A $2.0 million emergency levy has been renewed every five years since its
initial passagein 1981. However, Table 2-6 illustrates that other than the repeated renewal
of thislevy, only two of seven emergency levy requests have been approved by district voters
during the past tenyears. A 7.9 mill emergency operating levy which raised an annual amount
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of $2.05 million expired in FY 1998-99. MCSD has been able to compensate for this loss of
revenue by successfully passing a9.7 mill emergency operating levy in November 1999 which
is expected to generate $3.4 million each year for the next five years.

H.B. 920, a property tax reduction measure passed by the legidature in 1976, places
limitations on the growth of voted millage due to increases in property valuation. However,
this limitation does not apply to emergency operating levies. To the extent millage from the
district’s non-emergency levies fals below a guaranteed minimum of 20 mills, MCSD will
benefit from increases in property values due to the tri-annual updates and reappraisals.

Table 2-3 demonstrates that at over 40 percent, MCSD’slocal revenue sources generated a
significantly higher percentage of total revenuesthan its peer districtsduring FY 1996-97 and
FY 1997-98. InFY 1997-98, state sources accounted for approximately 52 percent of district
revenue, which was average for the peer districts. However, the percentage of revenue
received from federal sourcesis consistently among the lowest of the peers, although ranking
above the state average.

Asindicated by Table 2-4, MCSD’ seffective milage has been reasonably stable over thethree
year period shown, consistently ranking second highest among the peer districts and equal to,
or near, the state average. However, itsaverage valuation per pupil isalso consistently among
the lowest of the peers and significantly below the state average. Although MCSD has the
highest median income of the peers, the median income for all four peer districtsare generally
low compared to the state average. The impact of the 9.7 mill emergency operating levy
passed in November 1999 isnot reflected in the historical statistics presentedin Table 2-3 and
Table 2-4, nor is the district income tax passed in May 1997 incorporated into the effective
millage for FY 1997-98 found in Table 2-4.

In spite of relatively low property valuations and median income when compared to state
averages, MCSD has received a higher percentage of its funding from the local community
than any of the peer districts. Thedistrict hasbeen successful in maintaining arelatively stable
level of local support as measured by its effective millage, which doesnot includethedistrict’s
incometax. The passage of a9.7 mill emergency operating levy in November 1999 has hel ped
compensate for the expiration of a 7.9 mill emergency operating levy during FY 1998-99.

According to the superintendent, past decisions by the City of Massillon to reduce property
taxes as an incentive to businesses to build or expand within the city have had a negative
financia impact onthedistrict. Although thedistrict has not quantified the amount of revenue
lost through the abatement process, the superintendent believes it to have been significant.
Past abatements began expiring in FY 1998-99.

Legidation passedin 1994 alowsschool districts, within certain guidelines, to becomedirectly
involved with citiesand countiesin negotiating tax relief |asting more than 10 yearsor applying
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to morethan 75 percent of the appraised property value. According to the superintendent and
treasurer, MCSD has reached an agreement with the City of Massillon to be partially
compensated for the loss of revenue resulting from tax incentives granted by the city.
However, the reimbursement agreed to by the district corresponds to the legislated amount
rather than a higher negotiated amount. Some districts, such as the Toledo City School
District, have negotiated the return of up to 100 percent of revenues lost from business
receiving tax incentives from their respective cities.

Since 1998, the district has received approximately $61,000 annually from businesses located
within a designated “enterprise zone”which have been granted tax relief. Under a second
agreement, the district anticipates receiving approximately $230,000 annually over aten year
period relating to tax incentives awarded for the development of a strip mall on State Route
21. MCSD, in conjunction with Perry Local and Tuslaw Local school districts, isaso in the
precess of negotiating a general revenue sharing agreement with the City of Massillon which
will beapplicableto futureabatement, incremental tax financing or other tax incentivesgranted
by the city. Although these agreements have been confirmed by district management and, in
the case of the “enterprise zone”, appear to be supported by district financia records, no
formal documentation has been provided during this audit.

Although MCSD will receive partial compensation for revenues lost through the granting of
businesstax incentives, the district will receive only the amount provided for in the legislation.
MCSD should actively negotiate with businessesin the future to return a greater share of the
revenues which would be lost due to the tax incentives. An individual within the district,
preferably knowledgeable in taxation, should monitor the reimbursements and ensure that all
amounts due the district are received. To assist in accomplishing this task, the individua
should create a computerized spreadsheet which would identify all businesses receiving tax
exemptions and capture such information as the date the exemption was approved, the type
of tax exempted, the applicable compensation percentage, an estimate of the total
compensation to be received by the district over the life of the exemption and the amount
actually recelved. Thisindividual should also identify amountswhich are past due and initiate
the necessary procedures to resolve the past due situation.

School districtstypically obtain funding for the on-going systematic upgrading or replacement
of basic capital items such asroofs, windows, boilers, electrica components, playgroundsand
equipment, as well as complying with ever increasing environmental and socia mandates,
through voter-approved capital or permanent improvement levies. Themoniesraised through
such levies and the associated expenditures are segregated in a separate capital or permanent
improvement fund established for that purpose within the accounting system.

MCSD has not been successful in passing a permanent improvement levy, placing only one
such levy on the ballot in the past 20 years. The 4.3 mill continuing levy, which was defeated
in November 1988, would have raised approximately $1.4 million annually for capital
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improvements. Instead, general fund revenueis primary used to pay for the maintenance and
upkeep of district facilities, and to finance capital improvement projects. Some additional
funding is aso provided through certain state and federa sources, such Eisenhower and
SchooNet grants. The capital needs identified in the ODE study associated with attaining
minimum health and safety standards are expected to remain unmet until such time as
additional sources of revenue, such asalevy or bond issue, isrequested or until sufficient state
or other third party assistance can be obtained. The facilities section of this report presents
adetailed discussion of the district’ s capital needs and funding sources.

H.B. 264 established an energy conservation loan program which allows school districts to
issue debt to fund the implementation of energy conservation measures without prior voter
approval. In spite of the limitations placed on capital spending resulting from the absence of
a permanent improvement levy, MCSD has declined to participate in this loan program.
Management has expressed their reluctance in acquiring additional debt of any kind in light of
the high level of existing debt, even if such new debt would result in along-term benefit to the
district.

MCSD must place a high priority on the ongoing repair and maintenance of its facilities, and
the systematic upgrading and replacement of itscapital assets. The comprehensivelong-range
capital plan recommended in R2.4 should be used to help communicate the district’ spriorities
and funding requirements to the board and community. The forecasts presented in Table 2-1
and Table 2-2 incorporate a measure of capital maintenance spending, as well as project an
increasingly improved financia position which could provide support in meeting certain capital
priorities. The district should also identify other potential sources of revenue, such as grants
or borrowing, necessary to implement the capital plan. The facilities section of this report
provides specific recommendations to aid the district in meeting its obvious short- and long-
term capita needs.

In May 1997, voters passed a 0.75 percent school district income tax recommended by the
citizensadvisory committee. Thetax will bein effect for four years, with proceedsto be used
to pay down thedistrict’ soutstanding operating debt. District management believes thiskind
of tax isunpopular with many senior citizens, and does not anticipate attempting to renew the
tax when it expires at the end of calendar 2001.

The levy proposal, first attempted in November 1996, requested voter approval to raise
approximately $2.625 million annually through thetax. The Ohio Department of Taxation (the
department of taxation) established the necessary tax rate of 0.75 percent, and provided the
district with guidance in estimating collectionsfrom the tax for planning purposes. Dueto the
timing of the collection and remittance of the tax by the department of taxation, MCSD
anticipatesreceiving tax revenuesover six fiscal years. Actua receiptsin FY 1998-99, thefirst
full fiscal year in which the tax was in effect, were $1.9 million. The department of taxation
has estimated tax revenues for FY 1999-00 at approximately $2.5 million.
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Based on a comparison by the department of taxation of returnsfiled in tax years 1997 and
1998, potentially as many as 3,500 Massilion residents may have failed to file school income
tax returns for 1998. The department of taxation mailed notification letters to those
individuas on January 21. It isunknown at thistime how many of those individuals actually
resided within the district during 1998 or the amount of revenue potentially dueto thedistrict.
According to commission staff, the department of taxation has also identified approximately
$124,000 in unpaid taxes from individuals who filed a district income tax return but did not
remit thetaxesdue. However, because of the uncertainty surrounding the collection of unpaid
taxes, no additional amounts have been incorporated into the forecast estimates.

F2.21 MCSD receives state and federal grantsfor specific programs such as National School Lunch,
Titlel, TitleVI1-B, Head Start, and SchoolNet. Grants such asthese are provided for specific
purposes and, therefore, may not be used to directly pay for general operations. However,
they help maintain and improve student levels of learning and nutrition, and contribute
resources which otherwise might berequired of thedistrict’ sgeneral fund. AsshowninTable
2-3, MCSD receives a relatively small portion of its total revenue from federally funded
programs. Grant awards are formally accepted through board resolution.

MCSD does not employ a grants coordinator, nor has the grant oversight and coordination
function been centralized in another position within the district. While grant writing and
administrative activities may occur throughout the district, the board must formally accept the
grant awards before the funds can be used. Thetreasurer’s officeisresponsiblefor reviewing
grant budgets and account coding for accuracy, entering grant activity into the accounting
system, and preparing the final cost report. However, district management believes the lack
of centralized grant coordination has contributed to past errors in properly accounting for
grant activity, asdiscussed in F2.32, aswell asresulted in the loss of grant revenue caused by
the fallure to use grant funds within the specified time frame. For example, approximately
$30,000 of a pre-kindergarten grant awarded for FY 1998-99 was recently refunded because
the funds had not been used prior to June 30, 1999.
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MCSD should centralize control over grant writing and monitoring activities district-wide.
Thisfunction should either be incorporated into the responsibilities of an existing position, or
duties should be reallocated to allow for the creation of a dedicated position concentrating on
grant-related activities. MCSD should establish proceduresto standardizethegrant application
process, and provide oversight and control over both the amount of dollars received and their
intended use.

Aswell as originating grants, the grant coordinator should function as an internal resource to
assist others throughout the district in preparing their federal, state and local grant
applications. This position should monitor the amount of federal funds received, and ensure
that overhead expenses are appropriately charged to federal programsrather than absorbed by
the district. The grant coordinator should work closely with the treasurer’s office in
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establishing grant budgets and confirming that grant activity is properly recorded in the
district’s financial system. The grant coordinator should then monitor activity against those
budgets to ensure that the district is fully and properly utilizing all monies received.

The board should continue to be involved in the process through the formal acceptance or
rgiection of grant awards. However, it should take a more active oversight role by being
informed on aregular basis of the status of active grants and the resulting benefits received by
thedistrict. Inlight of itscurrent financial condition, MCSD must make every effort to ensure
that it takes full advantage of al available grant opportunities.

F2.22 School districts can be reimbursed for certain services provided to students eligible for
Medicaid through the Community Alternative Funding System (CAFS), a federa program
administered by the state. Billable services may be provided by the district’s occupational
therapists, physical therapists, speech pathologists, audiologists, psychologists, nurses and
social workers. CAFSisacost-based program, with monthly reimbursementsbased on billing
rates for each category of service provider. The district submits an annual cost report to the
statein October which reconcilestheyear’ smonthly submissionsand providesthedistrict with
an opportunity to request payment for any previously unclaimed costs. Both the eligible costs
and the related reimbursements are recorded in the general fund.

MCSD has participated in the CAFS program for the past six years. Thetreasurer’s officeis
responsible for administering the CAFS program, although there is no position within the
district dedicated full-time to this function. According to the treasurer, MCSD currently
receives approximately $75,000 annually in reimbursements. Because the process of hilling
for medical services is a specidized activity in which school districts are unlikely to be
proficient, they often obtain outside assistance from consultants, county boards of mental
retardation and developmental disabilities, or other experienced third parties. However,
MCSD is performing al aspects of the data gathering, verification and record keeping
functions in-house.
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MCSD should consider utilizing the expertise of athird-party professional in identifying and
billing qualifying reimbursable costs under the CAFS program. Given the high level of
complexity found in federal and state regulations regarding health care and the lack of internal
resources which can be dedicated to thisfunction, it islikely that there have been eligible costs
which have gone unclaimed. Third-party consultants are generally willing to perform an
independent analysisof adistrict’ sMedicaid billings. In past performance audits, such anaysis
has identified opportunities for districts to potentially generate additional reimbursements by
fully billing for al eligible services. At a minimum, MCSD is encouraged to arrange for a
thorough review and analysisof its past billingsto determineif additional eligibleamounts may
be claimed.
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In November 1999, voters passed a five-year, 9.7 mill emergency levy which will raise
approximately $3.4 million annually. To solicit voter approval, the district promised to
reinstate its former policy of transporting elementary and middle school students living more
than one mile from their assigned school, rather than adhering to the state minimum
requirement of transporting students living two miles or more. In December 1999, the one-
mile transportation policy became effective, resulting in the reactivation of nine school buses
and five drivers. The district has estimated the cost of its change in transportation policy at
approximately $76,000 net of additional state reimbursements. The transportation section
of this report provides a complete discussion on the district’ s transportation policies.

The board has adopted policies which govern the district’ s purchasing practices. The board
has directed that, except in cases of emergency, at least two price quotations be obtained for
the purchase of any singleitem costing in excess of $5,000. The board also requiresthat formal
competitive bids be solicited for building construction, demolition, improvements or repairs
exceeding $25,000 in compliance with ORC. MCSD also takes advantage of contracts for
goodsand servicesnegotiated throughitsmembershipinthe Stark County Educational Service
Center and other consortiums. The treasurer has expressed a concern, however, that the
district may not be soliciting competitive bids and comparative quotations as often asit coul d.
As she continues to monitor and analyze district spending, she expects to identify additional
opportunities for obtaining bids and quotations which will benefit MCSD in maximizing the
value received from its limited financial resources.

The treasurer is encouraged to continue seeking opportunities for increasing the use of
competitive bids and comparative price quotations in the purchasing process. The board
should consider requiring formal competitive bidsfor purchases below the legidated $25,000
threshold, and extending the bidding process to include a wider range of items than those
currently provided for under ORC. The board should also consider requiring comparative
quotationsto be obtained for spending level sbel ow the current $5,000. Such prudent business
practices will assist the district in maximizing the effectiveness of each dollar it spends.

The food service fund, the uniform supply fund and the rotary fund function as enterprise
funds, and have operated on a self-sustaining basis over the past three years. Each has
maintained a surplus large enough to offset occasional annual operating deficits, and no
permanent cash transfers have been required from the general fund during that time. Thefood
service fund is the district’s primary enterprise fund, representing nearly 90 percent of
combined enterprise fund balances. June 30, 1999 cash balancesin the food service, uniform
supply and rotary funds were approximately $155,000, $3,400 and $2,125 respectively.
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C24 MCSD successfully manages its enterprise funds on a self-sustaining basis. The absence of
necessary transfers from the general fund to maintain positive year-end balances allows more
dollars to be used to support the district’s general operations.

Allocation of Resources

F2.26 Table2-8 depictsgenera fund FY 1998-99 revenues by source and expenditures by object as
a percent of total general fund revenues and expenditures for MCSD and its peer districts.
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TABLE 2-8: Revenues by Source and Expenditures by Object

Massillon Alliance Barberton Mansfield
Property and Income Taxes* 39.9% 31.1% 41.8% 40.5%
I ntergovernmental Revenues 50.5% 66.1% 54.7% 54.6%
Other Revenues 9.6% 2.8% 3.5% 4.9%
TOTAL REVENUES $ 27,326,572 | $ 19441641 | $ 25,756,489 | $ 39,946,973
Wages 60.9% 66.7% 63.1% 71.2%
Fringe Benefits 24.3% 19.3% 16.7% 19.1%
Purchased Services 7.9% 1.7% 12.5% 7.2%
Supplies & Textbooks 4.1% 2.6% 2.6% 2.7%
Capital Outlays 0.4% 1.0% 1.9% 1.0%
Miscellaneous 0.9% 1.5% 2.4% (2.00%
Other Financing Uses 1.5% 1.2% 0.8% 0.9%
TOTAL EXPENDITURES? $ 26,768,407 | $ 19,339,335 | $ 24,448,480 | $ 34,345,826

Source: FY 1998-99 District Report 4502, Exhibit 2 and statement P.
! Massillon passed a0.75 percent district incometax in May 1997, effective for calendar years 1998-2001. No other peer district hasincome tax revenue.
2 Total expenditures do not include general fund debt service payments. For Massillon, FY 1998-99 debt service payments totaled $4.2 million.

F2.27 One of the factors limiting the district in managing its financial operations is the high
percentage of expendituresthat arefixed by negotiated employment contracts, utility costsand
debt service payments. As shown in Table 2-8, wages and employee benefits account for
more than 85 percent of the total budgeted expendituresfor the general fund, which is second
lowest among the peer districts. The rate of compensation for most district employeesis set
by union contracts. Benefit payments such as retirement contributions, medicare, workers
compensation and unemployment are determined by state and federa regulations. Tuition
payment, utility costs, and county auditor and treasurer fees combine for over 6 percent of
budgeted genera fund expenditures. Therefore, lessthan 9 percent of total budgeted dollars
are available for discretionary spending, such astextbooks, capital purchases and educational
supplies. A more detailed breakdown of discretionary expendituresis provided in Table 2-9.

MCSD appears to be reasonably similar to the majority of peer districts in most Table 2-8
categories. However, even though al capital expenditures are recorded in the general fund
rather than a capital fund, MCSD’s capital outlay ranks last, significantly below that of all
other peer districts.
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F2.28 Table2-9showsselected discretionary expendituresby account fromMCSD’ sFY 1998-1999
genera fund. The expenditures are then calculated as a percentage of total general fund
expenditures, and compared with similar spending by the peer districts.

TABLE 2-9: Discretionary Expenditures

Massillon Massillon Alliance= Barberton | Mansfield Peer Avg.
Prof. and Technical Services $ 361,399 1.4% 0.7% 1.4% 0.9% 1.1%
Property Services $ 194,576 0.7% 0.9% 2.6% 1.0% 1.3%
Mileage/M eeting Expense $ 24,919 0.1% 0.1% 0.1% 0.4% 0.2%
Communications $ 98,849 0.4% 0.4% 0.6% 0.5% 0.5%
Contract. Craft or Trade Service $ 803 <0.1% 0.0% 0.0% 0.0% <0.1%
Pupil Transportation Services $ 397 <0.1% <0.1% 0.4% <0.1% 0.1%
Other Purchased Services $ 0 0.0% <0.1% 0.2% 0.2% 0.1%
General Supplies $ 287,651 1.1% 1.4% 1.1% 1.2% 1.2%
Textbooks/Reference Materials $ 172,405 0.6% 0.2% 0.6% 0.5% 0.5%
Plant Maintenance and Repair $ 494234 1.9% 0.7% 0.7% 0.5% 1.0%
Fleet Maintenance and Repair $ 136,030 0.5% 0.4% 0.2% 0.5% 0.4%
Land, Buildings& Improvements? $ 31,895 0.1% 0.1% 0.9% 0.0% 0.3%
Equipment $ 52,021 0.2% 0.6% 0.9% 1.0% 0.7%
Buses/Vehicles $ 28,706 0.1% <0.1% <0.1% <0.1% <0.1%
Other Capital Outlay $ 9,673 <0.1% 0.4% 0.0% 0.0% 0.1%
Duesand Fees $ 204,696 0.8% 1.4% 1.9% 0.8% 1.2%
Insurance $ 35,820 0.1% 0.0% 0.2% 0.2% 0.1%
Awardsand Prizes $ 148 <0.1% 0.0% <0.0% 0.0% <0.1%
Miscellaneous $ 0 0.0% <0.1% 0.1% 0.0% <0.1%
TOTAL OF THISTABLE $ 2,132,222 8.0% 7.3% 11.9% 7.7% 8.8%

Source: FY 1998-99 4502 Reports, Statement P.
! Barberton is building a new high school, which resulted in significantly higher capital outlay expenditures compared to other peer districts.

F2.29 Table2-9showsthat MCSD’ spercentage of discretionary spending exceeded itspeersinonly
one of nineteen expenditure categories - plant maintenance and repair. MCSD equaled the
highest percentage in four other categories, but in three of those the difference in percentages
between the district and the majority of peers was minimal. In the fourth, professional and
technical services, both MCSD and Barberton City School District spent 1.4 percent of their
genera fund budget, or approximately twice the percentage of the other two peers and well
above the peer average of 1.1 percent. Because of past coding practices and the newness of
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thetreasurer, definitive explanationsfor those comparatively high spending percentages could
not be provided. However, the following explanations are believed to be reasonable.

1 Professional and Technical Services. The district used approximately 1.4 percent of
itsgeneral fund budget for professional and technical services, the same percentage as
Barberton City School District. Professional and technical servicesare defined asnon-
payroll services which by their nature can be performed only by persons with
speciaized skills and knowledge. This object code consists of instruction services,
instructional improvement services, health services, staff services, management
services, data processing services, statistical services, professional/legal services and
other professional and technical services.

Plant Maintenance and Repair: The district spent approximately 1.9 percent of its
general fund budget for plant maintenance and repair, whichissignificantly higher than
al other peer districts. However, because the lack of a permanent improvement levy
necessitates that essentially all capital maintenance expenditures be charged to the
genera fund rather than a capital expenditure fund, this higher amount compared to
the peer districts seems more reasonable.

In light of current financia difficulties, it is extremely important that the district diligently
monitor those spending areas over which it can exercise some measure of discretion. MCSD
hasexhibited levelsof discretionary spending which are consistently aslow or lower than those
of its peers.

Tables 2-10 and 2-11 show the amount of expenditures posted to the various USAS function
codes during FY 1998-99 for MCSD and for the peer districts. Function codes are designed
to report expenditures by their nature or purpose. Table 2-10 shows the operational
expenditure per pupil and percentage of operational expenditures by function for all funds
which are classified as governmental fund types. Governmental funds are used to account for
a district’s governmental-type activities. Table 2-11 shows the total expenditures of the
governmental funds, including facilities acquisition and construction, and debt service.
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TABLE 2-10: Governmental Funds Operational Expenditures By Function

Massillon Alliance Barberton Mansfield Peer Average
USAS Function $ Per % of $ Per % of $ Per % of $ Per % of $ Per % of
Classification Pupil Exp Pupil Exp Pupil Exp Pupil Exp Pupil Exp
Instruction Expenditures $3,623 61.4% $4,142 65.7% $4,909 62.8% $3,861 59.0% $4,134 62.2%
Regular Ingtruction $2,659 45.1% $3,077 48.8% $2,810 36.0% $2,539 38.8% $2,771 42.2%
Specid Instruction $555 9.4% $589 9.3% $993 12.7% $987 15.1% $781 11.6%
Vocationa Instruction $319 5.4% $389 6.2% $216 2.7% $253 3.9% $294 45%
Adult/Continuing Ingt. $8 0.1% $0 0.0% $579 7.4% $23 0.4% $152 2.0%
Other Instruction $32 1.4% $37 1.4% $311 4.0% $59 0.8% $134 1.9%
Support Services Exp. $2,003 34.0% $2,003 31.8% $2,611 33.4% $2,535 38.6% $2,288 34.5%
Pupil Support $311 5.3% $263 4.2% $430 5.5% $418 6.4% $356 5.3%
Ingtructional Support $137 2.3% $159 25% $466 6.0% $419 6.4% $295 4.3%
Board of Education $1 <0.1% 6 0.1% Ll <0.1% L) <0.1% Ll <0.1%
Adminigtration $462 7.8% $567 9.0% $587 7.5% $446 6.8% $516 7.8%
Fiscal Services $95 1.6% $53 0.8% $113 1.4% $108 1.6% $92 1.4%
Business Services $95 1.6% $16 0.3% $78 1.0% $71 1.1% $65 1.0%
Plant Operation/Maint. $718 12.2% $791 12.5% $736 9.4% $749 11.4% $749 11.4%
Pupil Transportation $183 3.1% $124 2.0% $187 2.4% $184 2.8% $169 2.6%
Central Support Services $1 <0.1% $24 0.4% $11 0.1% $136 2.1% $43 0.7%
Non-Instructional Services
Expenditures $64 1.1% $36 0.5% $92 1.2% $51 0.8% $60 0.9%
Extracurricular Activities
Expenditures $204 3.5% $128 2.0% $201 2.6% $101 1.6% $159 2.4%
Total Governmental Fund
Operational Expenditures $5,894 100% $6,309 100% $7,813 100% $6,548 100% $6,641 100%

Source: FY 1997-98 4502 reports.

TABLE 2-11: Total Governmental Fund Expenditures By Function

Massillon Alliance Barberton Mansfield Peer Average

doasFunction sPer | wof | sPer | of | sPer | %ot | sPer | oof | sPer | %ot

Pupil Exp Pupil Exp Pupil Exp Pupil Exp Pupil Exp
Total Governmenta Funds
Operational Expenditures $5.894 72.7% $6,309 96.7% $7,813 44.3% $6,548 88.4% $6,641 75.5%
Facilities Acquisition &
Construction Expenditures $0 0.0% $9 0.1% $1,549 8.8% $11 0.1% $392 2.3%
Debt Service Expenditures $2,216 27.3% $209 3.2% $8,278 46.9% $848 115% $2,888 22.2%
Total Governmental Funds
Operational Expenditures $8,110 100% $6,527 100% | $17,640 100% $7,407 100% $9,921 100%

Source: FY 1997-98 4502 reports.

F2.31 The allocation of resources between the various functions of a district is one of the most
important aspects of the budgeting process. Given the limited resources available, functions
must be evauated and prioritized. Anayzing the spending pattern between the various
functions should indicate where the priorities of the board and management are placed.
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Table2-10detailsthedistrict’ sgovernmental funds' operational expendituresfor FY 1998-99
by function as captured and reported by the accounting system. MCSD’ s per pupil operating
expenditures were significantly below that of all other peer districts, over $400 less than the
next lowest expenditure amount and over $1,900 |ower than the high of Barberton. However,
at 61.4 percent, the proportion MCSD spent on instructional services is comparable to the
other peer districts and only dlightly below the peer average of 62.2 percent. Although
proportionate spending on non-instructional servicesand extracurricular activitiesarerelatively
small for al peer districts, MCSD ranks at or near the top in both categories. Extracurricular
spending in particular, as a percentage of total operational spending, was significantly higher
for MCSD than any other peer district, and was also highest on a dollar-per-pupil basis.

Table 2-11 shows the per pupil operational, facilities acquisition and construction, and debt
service expenditures for all governmental funds, as well asthe percentage of these categories
to total governmental fund expenditures. Eventhough capital spendingisincludedinMCSD’s
operational expenditure percentage of 72.7 percent, it remains considerably lower than that
of the two highest peers, and dightly below the peer average of 75.5 percent. Debt service
expenditures represent 27.3 percent of the district’ soutlays, which issignificantly higher than
two of the peer districts and above the peer average of 22.2 percent. The mgority of the
district’s debt was issued to pay current obligations from the future revenues, which limits
management’ s ability to effective operate the district.
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MCSD should closely examine the spending patternsindicated in Table 2-10 and Table2-11,
and consider reallocating the moniesiit is currently receiving towards those programs and
priorities which will have the greatest impact on improving the student’s education and
proficiency test results. The district should utilize the recommendations contained in this
performance audit to assist in identifying revenues currently being spent on support services
which could potentially be shifted to further support instructiona activities. In particular,
MCSD should review its relatively high commitment to extracurricular and non-instructional
services.

Management and Financial Reporting

F2.32 Both the superintendent and the treasurer have expressed concern and lack of confidencein
the accuracy of the district’s historical financial records due to past errors in posting
transactions to the proper account codes which have recently been identified. Although total
district revenue and expenditure amounts are not believed to have been affected, individua
account balances at year end, particularly at the object code level, may have been misstated.
Thedidtrict’ sability to effectively manageitsoperations, performmeaningful financia analyses
and devel op sound forecasts has been compromised by these past inconsistent and inaccurate
coding practices. Without accurately capturing expenditure data, the true cost of programs
and activities is not available for decison making purposes. The rdliability of financial
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statementsand management reports prepared using thefinancial system becomesquestionable.
In preparing her forecast, the treasurer has taken steps to compensate for this situation by
basing estimates as much as possible on current contractual obligations, externally certified
amountsor independent computationsrather than historical trends. Because of the underlying
analyses involved in forecasting, this process has helped identify such erroneous postings.

Of particular concern to district management are transactions arising from grant activity.
According to the treasurer, grant expenditures are not systematically tracked and budgets are
not consistently followed. Expenditures which were improperly charged to the general fund
rather than the appropriate specia revenue fund established for each grant consumed funds
that would otherwise have been available for general operating purposes, thereby adding to
the district’s financia distress. The lack of central coordination over the grant function
(F2.21) contributesto the occurrence of such errors. Although the potential dollar impact to
the general fund stemming from grant-related errors has not yet been estimated, ODE has
assigned amember of its staff to the district to assist in identifying and correcting such errors
as quickly as possible. Corrections in this area could be made retroactively to transactions
occurring as early as FY 1997-98.

MCSD recognizes that problems exist concerning past coding practices and the accuracy and
reliability of its financial data, and has initiated corrective action. In an effort to resolve the
problem as quickly and completely as possible, the district has enlisted the aid of ODE
personnel.

Whilethedistrict appearscommitted to rectifying itspast coding inaccuracies, it shouldinitiate
appropriate internal control proceduresto ensure such errorswill not occur inthefuture. The
district should perform a thorough review of the current code structure to ensure that it
adequately capturesall financia activity while posting to the proper line-items. The treasurer
should perform random testing of account transactions on a regular basis and report to the
board on theincidence of errorsfound. Thedistrict should not ssmply rely on the diligence of
thetreasurer inthismatter, however. District management and, in particular, the board should
be pro-actively involved by thoroughly understanding the reported financia results and then
challenging those results which appear inconsistent or unrealistic.

Thetreasurer has established individual special cost centerswithin the general fund to account
for expenditures relating to instructional materials and capital outlays, and the establishment
of budget reserves required under H.B. 412. At present, the special cost center accounts
contain only the unspent balance at year end, thereby serving to restrict portions of the genera
fund to meet the obligations in the future. However, the accounts have not been used to
capturethe qualifying transactionsto aid in future analyses and to confirm compliance with the
legidlated requirements. The treasurer intends to begin charging al qualifying transactions,
including wages, benefits, purchased services, and restricted refunds from the state Bureau of
Workers Compensation, directly to these special cost centers.
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F2.34 Currently, all borrowing has been recorded in one of two special cost centers within the debt
service fund. The bond debt used to pay for the construction of Washington High School is
segregated in one cost center, but all other loan activity has been co-mingled in a second cost
center. Thelack of segregation hindersthe district’ s ability to readily focus on a specific debt
position or transaction. Thetreasurer hasindicated plansto segregate the district’ sloansinto
individual cost centers within the debt service fund to enhance oversight and control.

A
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In light of the district’s concern over past posting practices and its need for more segregated
information, the treasurer should continue to incorporate all of the accounting and reporting
capabilitiesavail able through the USA S coding structure. In particular, she should implement
her plan to account for all qualifying transactions relating to H.B. 412 requirements directly
intoidentifiable special cost centers. Thedistrict wasfirst required to meet legislated spending
levelsin FY 1998-99. By the end of thisyear, al related transactions for FY 1999-00 should
be captured in the appropriate special cost center and, if possible, transactionsfor FY 1998-99
should also be identified with the appropriate cost center to provide acomplete history of the
district’s compliance with H.B. 412. The expanded use of USAS coding optionswill aid the
district to moreefficiently track, retrieve, analyze and verify itsrecorded financial information.

F2.35 MCSD isrequired toissue audited financial statements prepared in accordance with generally
accepted accounting principles (GAAP). According to the treasurer, the district entered into
amulti-year contract with an independent public accounting firm to provide audit servicesand
preparethedistrict’ sGAAP-basisfinancia statements. Servicesunder thiscontract, whichwill
expire with the release of the FY 2000-01 financial statements, currently costs MCSD
approximately $16,000 for the annual audit and $4,400 for preparing the GAAP-basis
statements. Although the USAS accounting system used by MCSD has the capability to
process GAAP-basis transactions, the treasurer does not anticipate preparing future GAAP-
basisfinancia statementsin-house. MCSD does not publish acomprehensive annual financial
report (CAFR) as recommended by the Government Finance Officers Association (GFOA).

The GFOA administers an award program for this type of report.

School districtsarerequired toissuetheir audited financia statementswithin six monthsof the
close of thefiscal year. However, the district’s audited financial statementsfor the past three
years have not been completed and released until February or March, eight to nine months
following the close of the fiscal year. The district could not explain why the audits were
completed so far after the end of the year, but indicated that it was not at the request of the
district.
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Audited financial statements provide meaningful management information and confirm the
reliability of the financial records on which decisions are based. However, the value of such
audited statements is diminished if they are not prepared and made available in a timely
manner. MCSD should scheduleitsannual financial audit to be completed within areasonable
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time frame following the end of the fiscal year so that the audited statements will provide
useful and relevant information from which the board, district management and genera public
may make informed decisions. At a minimum, the district should arrange for its audit to be
completed within the required six month time period.

MCSD should also consider preparing an annual CAFR as a means of communicating to its
varied constituents the district’s financial condition and results of operations. The CAFR
could provide an effective means to solicit public support for future levies and other district
initiatives, and should be submitted to the GFOA for award consideration.

F2.36 Throughout this report section, references have been made to the district’s lack of reliable
historical data (F2.32), inability to produce supporting documentation for major agreements
(F2.17), absence of oversight over significant programs (F2.21), and other instances where
necessary informationislacking, incomplete, or unsupportable. Treasurer’ s Office employees
appear not to have been adequately trained on necessary reporting and record keeping
procedures. Such an environment greatly hinders such key management functions as the
preparation of aviablefive-year forecast, the coordination of internal planning efforts and the
accurate assessment of the district’ strue financial condition. During this performance audit,
both the performance auditor and the treasurer have faced significant obstacles in obtaining
acomplete understanding of past district activity on which to base reasonabl e assumptions of
future results. To their credit, the superintendent and treasurer have recognized that these
types of problems exist and appear committed to rectifying them.
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Itiscritical that the treasurer is provided with the time and resources necessary to alow her
to obtain a firm grasp on the district’ sfinancial situation. It is particularly important that the
historical records are corrected, and that historical and future records are maintained in a
manner that allows them to be used with confidence for decision-making purposes. Office
personnel should be provided the training necessary to fully understand not only the tasksto
be performed but aso the purpose being served by those tasks. Interna lines of
communication, particularly for planning and decision making purposes, must be strengthened.
The board should support the treasurer and other administrators in giving this effort a high
priority.
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Conclusion Statement

MCSD has demonstrated a consistent pattern of deficit spending over most of the past decade which
has left it in financia distress. The strain on operating funds has been exacerbated by a lack of a
dedicated revenue stream to support capital maintenance and improvements, resulting in a
deteriorating physical plant. A minimal level of capital spending is paid for through limited generd
fund monies. MCSD hasattempted only one permanent improvement levy in over twenty years, which
falledto gain voter approval in November 1998. Thedistrict hasinstead chosen to concentrate almost
exclusively on emergency operating levies, passing about half of those placed on the ballot since 1990.
However, MCSD based itslevy requests more on the amountsthat were perceived as being acceptable
to district voters than on amounts that were necessary to sustain the level of spending which actualy
occurred. Thisled to areliance on short- and long-term borrowing to support general operations and
an increasing amount of unfunded general operating debt which now stands at approximately $13.5
million.

To its credit, MCSD recognized the seriousness of its financia dilemma and initiated actions aimed
at correcting some of the underlying causes. Wages were frozen for two years, appropriations were
reduced from prior levels, and early retirement programs were offered to eigible employees. A
citizens advisory committee was formed in late 1996 and made recommendations which became the
basis for the district’s initia financial recovery plan. A district income tax, effective January 1998
through December 2001, was passed to help pay down the genera operating debt. A new
superintendent was hired in 1995 and anew treasurer in 1999. Both appear dedicated to resolving the
current financial crisis and restoring fiscal order to the district.

In attempting to regain fiscal stability, MCSD must improve its financial planning and operating
procedures. The treasurer continues to refine a five-year financial forecast which is critical to the
district’s decison-making process. However, she is hindered by a lack of underlying plans, well-
organized records and reliable historical data. A viable capital budget or spending plan has not been
created by the district. Since capital spending is supported primarily through general fund revenues,
the absence of such a plan hampers the development of a meaningful and realistic long-term financial
forecast. Planning documents need to be designed which clearly and simply present financial
information, computations, assumptions and supporting explanations in a manner that is easly
understood by the board, district personnel and the public. The capabilitiesof thedistrict’ saccounting
system to segregate, identify and track specific types of costs and revenues should be fully utilized.
Management should consider adjusting responsibilities in a manner which would allow designated
employeesto focus on increasing revenue from such sources as grants, reimbursements or negotiated
agreements. The district must strengthen its internal control procedures over the proper coding of
transactions, and thoroughly train administrators and office personnel charged with performing
financial processing and record-keeping functions.
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It is critical that district management in general, and the treasurer in particular, has a clear
understanding of the district’s financial situation. MCSD and the commission are encouraged to
evaluate the recommendations contained in this performance audit, as well as seek other revenue
enhancing and cost saving opportunities, as they formulate the district’ s financia recovery plan.
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Human Resour ces

Background

Organizational Chart

The Massillon City School District (MCSD or the district) does not have a separate department
dedicated to performing human resources functions. The chart below provides an overview of the

individuals responsible for carrying out the human resources functions in the district.

Human Resour ces Functions

Superintendent

Two Secretaries

Within Superintendent’'s | |

Benefits Clerk
Within Treasurer's

Office Office
[ |
Curriculum Business
Director Manager

Secretary to

Business Manager |
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Organization Function

Theindividuals performing human resources functions are responsible for coordinating the activities
and programs for the recruitment and selection of employees, monitoring compliance with
employment standards (criminal record background check and teacher certification), facilitating
employee performance eval uations, administering and monitoring grievance policiesand procedures,
negotiating and administering union contracts, conducting disciplinary hearings, placing selected
substitutes and participating in new employee orientation. A clerk within the treasurer’s office is
responsible for processing and distributing benefit information.

Summary of Operations

All MCSD employees are categorized as either certificated or classified staff. Certificated staff
includes the principals, teachers, counselors, therapists, nurses, librarians, coaches, social workers,
psychologists, and certain supervisorsand directors. Classified staff includesinstructional assistants,
maintenance workers, custodians, maintenance personnel, bus drivers, mechanics, food service
workers, secretaries, account clerks, certain supervisors and classified administrators.

In general, the primary human resources functions for certificated personnel are carried out by the
curriculum director, two secretaries to the superintendent and the superintendent. The curriculum
director is responsible for recruiting, interviewing and recommending potential candidates for
certificated positionsto the superintendent. Upon reviewing and approving the curriculum director’s
recommendations, the superintendent isresponsible for recommending the most qualified candidates
to the board for final approval. In addition, the curriculum director and the superintendent are
responsible for coordinating the teacher eval uation process as well as negotiating and administering
the certificated collective bargaining agreement. Two secretaries within the superintendent’ s office
areresponsiblefor locating certificated substitutesaswell asmaintai ning employeeinformation within
the district’s employee database.

For classified staff, the businessmanager isresponsiblefor recruiting, interviewing and recommending
potential candidatesfor classified positionsto the superintendent. Upon reviewing and approving the
business manager’ s recommendations, the superintendent isresponsible for recommending the most
qualified candidates to the board for final approval. The business manager is aso responsible for
coordinating the classified empl oyee eval uation process and assi sting the superintendent in negotiating
and administering the classified collective bargaining agreement. A secretary within the business
manager’s office is responsible for locating classified substitutes as well as maintaining classified
employee information within the district’ s employee database.

Currently, benefits administration for all employees (administrators, certificated and classified) is
handled by an accounts clerk within the treasurer’ s office. In addition, this person isresponsible for
administering the workers' compensation program as well as various other duties assigned by the
treasurer.
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Performance Measures:

Thefollowingisalist of performance measures that were used to review MCSD’ s human resources
coupled with the functionality typically performed by a human resources department (HRD):

Clearly defined roles, responsibilities, accountabilities and authorities of key participantsin
the affairs of personnel administration

Appropriate alocation of resourcesin relation to workloads

Assessment of staffing classifications and respective ratio to total full time equivaents
Assessment of the allocation of the ratio of direct instructional personnel to district
educational support personnel

Appropriateness of staff levels and mix

Andysis of teachers' work day as defined by the union contract versus actual work day
worked

Assessment of number of instructional minutes taught per teacher, class sizes and staffing
ratios

Assessment of total FTE employees in comparison of the ratio of total salaries per
classification to total district salaries

Assessment of utilization and compensation for supplementa pay and stipends
Assessment of salary schedule and maximum step structure

Assessment of W2 wages in correlation to salary schedules

Assessment of staffing dedicated to the vocational education program

Assessment of staffing dedicated to the special education program

Appropriate use of substitute personnel

Utilization of paid leaves

Assessment of employee benefit costsand administration including workers' compensation
Assessment of contract administration (collective bargaining) and contractual issues
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FindinggCommendationsRecommendations

Saffing/Compensation Analysis:

F3.1

Table 3-1 presents the staffing levels of FTES per 1,000 students enrolled in FY 1998-99
for MCSD and the peer districts. WhileMCSD’ stotal staffing levelsare significantly lower
than the individual peers, the district has the highest FTEs classified as laborer-
groundskeeping and service work other. See the Facilities section of this report for a
discussion concerning the district’ s use of employees classified aslaborer-groundskeeping.

Table 3-1. Peer District Staffing Patterns (FTE Staff per 1,000 Students Enrolled)

Peer District
Category Massillon Alliance Barberton Mansfield Average?!
ADM 4,647 3,453 4,017 6,043 4,504
Administrators: Sub-total 5.9 7.8 7.2 8.5 7.8
Central 0.9 1.2 0.7 0.5 0.8
Site Based 2.6 35 35 3.8 3.6
Supervisor/Manager/Dir. 1.3 1.4 20 22 19
Other 11 1.7 1.0 2.0 1.6
Professional Education: Sub-total 69.1 755 79.6 80.6 78.6
Counselors 1.7 1.7 25 21 21
Librarian - Media 0.4 0.9 0.8 0.7 0.8
Remedial Specialists 0.0 0.3 0.7 0.0 0.3
Teachers - Elem and Sec 60.5 70.9 64.9 71.3 69.0
Others 6.5 1.7 10.7 6.5 6.3
Professiona - Other 2.7 2.8 25 3.8 3.0
Technical: Sub-total 0.0 15 4.0 1.0 22
Computer Operator 0.0 0.9 0.0 0.0 0.3
Computer Programmer/Analyst 0.0 0.0 0.3 0.5 0.3
Others 0.0 0.6 37 0.5 1.6
Office/Clerical: Sub-total 16.7 12.3 17.7 20.6 16.9
Clerica 6.4 5.8 7.1 8.6 7.2
Teaching Aides 7.8 33 7.8 12.0 77
Library/Media Aides 1.3 29 12 0.0 14
Others 1.2 0.3 1.6 0.0 0.6
Crafts/Trades 13 1.4 1.7 0.3 11
Transportation 4.8 6.4 3.0 5.8 51
Laborer - Groundskeeping 04 0.0 0.2 0.3 0.2
Custodia 6.2 9.2 9.4 9.9 9.5
Food Service 4.8 9.0 8.2 9.7 9.0
Service Work - Other 5.0 5.0 2.6 0.2 2.6
Total 116.9 130.9 136.1 140.7 135.9

Source: FY 1998-99 EMIS profile
! The peer average does not include Massillon

Human Resources



Massillon City School District Performance Audit

0O
w
[ —

F3.2

The district has approximately 5.0 FTEs per 1,000 students in the service work other
classfication. Included in this category are approximately 23 monitors for MCSD as
compared to 16 monitors for Alliance City Schools, eight monitors for Barberton City
Schoolsand one monitor for Mansfield City Schools. The superintendent indicated that the
MCSD uses a greater number of monitorsin an attempt to maximize the time high school
teachers are educating students rather than performing various other duties. An analysis
of atypica high school teacher’s work day in Table 3-6 supports the superintendent’s
assertions indicating that the average high school teacher is educating students for six
periodsor approximately 282 minutesper day. Incontrast, Mansfield City Schoolsrequires
its high school teachers to perform one duty period (study hall, hall duty, etc.) and as a
result, in July, 1999, the average high school teacher was only educating students five
periods or approximately 254 minutes per day.

By using lower salaried monitors (average full time salary of $10,000) for duty periods, the
district isable to make the best use of its higher salaried teaching resources (average salary
of $38,000).

Table 3-2 presents a six-year summary of enrollment and staffing levels for MCSD and
illustrates how the district achieved the low staffing levels presented in Table 3-1. To
explain the fluctuations in staffing levels during the six-year period, the superintendent
indicated that in an effort to adjust staffing for a declining enrollment and the financia
difficulties, from FY 1995-96 through FY 1997-98, the district offered an Early Retirement
Incentive (ERI) which resulted in a net reduction of approximately 26 positions. In FY
1998-99, the staffing increased to accommodate agrowth in enrollment and to comply with
H.B. 650 by implementing all-day kindergarten. However, the superintendent al so indicated
that the majority of the staffing increase that occurred in FY 1998-99 isbeing paid from the
additiona DPIA monies the state has provided to districts to implement all-day
kindergarten. In FY 1998-99, the district offered a second three-year ERI which has
currently resulted in a net reduction of 13 positions.
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Table 3-2: FTE Staffing Summary - Last Six Years
Fall Administration | Certificate Classified Total Per centage Change
Enrollment d Staff Staff in Staffing

FY 1994-95 4,888 31.0 339.7 198.0 568.7 2.0%
FY 1995-96 4,816 30.0 346.7 188.8 565.5 (.01%)
FY 1996-97 4,862 28.0 3245 189.7 542.2 (4.1%)
FY 1997-98 4,662 29.0 315.5 172.4 516.9 (4.7%)
FY 1998-99 4,902 27.0 3335 182.7 543.2 5.1%
FY 1999-00 4,752 22.0 328.0 182.3 532.3 (2.0%)

Sour ce: EMIS Staff Profilesfor FY 1994-95 thru FY 1998-99, simulated EMI S Staff Profile for FY 1999-00. Enrollment figures
developed from EMIS five-year vital statistics summary, simulated FY 1999-00 enrollment report.

C3.2

Asreflectedin Table 3-1 and Table 3-2, MCSD has been proactivein adjusting its staffing

levelsto reflect the digtrict’ s financia condition as well as fluctuations in enrollment.

F3.3

The district’s total FTEs were divided into six classifications of personnel as defined in

Table 3-3. These classifications are used for further assessmentsin F3.4 and F3.5.

Table 3-3: Personnel Classifications and Positions Descriptions

Classification

Position Descriptions

Administrative Employees

Superintendent, Assistant Superintendent, Administrative
Assistant, Principa, Assistant Principal,
Supervisor/Manager/Director, Treasurer, Coordinators,
Curriculum Specialists

Teachers

Regular Teachers, Special Education Teachers, V ocational
Teacher, Educational Service Personnel (ESP) Teachers,
Remedial Specidlists

Pupil Services Employees

Counsdlors, Librarian/Media, Psychologist, Speech and
Language Therapists, Physical Therapist, Occupational
Therapist, Registered Nurses

Support Services

Operative, Custodians, Food Service, General
Maintenance, Mechanics

Other Classified Employees

Monitors, Clerical, Educational Aides, Library/Media
Aides, Bookkeepers

Technical

Computer Operator, Computer Programmer
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F3.4 Table 3-4 providesthetotal number of FTEsand the percentage of total employeesin each
classification for MCSD and each of the peer digtricts.

Table 3-4: Breakdown of Total FTE Employees and Per centage of Total Employees Classification

Peer

Classification Massillon Alliance Barberton Mansfield Average

# of % of Total # of % of Total # of % of Total # of % of Total | % of Total

Emp. Employees Emp. Employees | Emp. | Employees Emp. Employees | Employees
Administrative 27.0 5.1% 27.0 6.0% 29.0 5.3% 51.2 6.0% 5.6%
Teachers 311.0 57.1% 251.7 55.8% | 306.9 56.2% 470.2 55.3% 56.1%
Pupil Services 225 4.2% 18.6 4.1% 23.2 4.2% 39.5 4.7% 4.3%
Support Services 817 15.0% 89.8 19.9% 91.5 16.6% 157.9 18.6% 17.5%
Other Classified 101.0 18.6% 59.4 13.2% 80.9 14.8% 125.5 14.7% 15.3%
Technical 0.0 0.0% 5.0 1.0% 16.0 2.9% 6.0 0.7% 1.2%
Total 543.2 100.0% 4515 100.0% 547.5 100.0% 850.3 100.0% 100.0%

In comparison to the peer districts, MCSD hasthe lowest percentage of FTEs categorized
as administrative, support services and technical. In contrast, MCSD has the highest
percentage of FTEs categorized asteachers and other classified when compared to the peer
districts. Thehigh percentage of other classified can be attributed to the MCSD’ sincreased
use of monitorsto maximizethe amount of time high school teachersare educating students
(F3.1).

F3.5 Table 3-5 presents employees categorized as either instructional personnel or educational
support personnel. Included in the instructional personnel classification are teachers and
pupil servicesemployees. Educational support personnel consist of administrative, support
services and other classified positions.
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Table 3-5: Ratio of Direct Instructional Personnel to District Educational Support Personnél

Peer
Classification Massillon Alliance Barberton Mansfield Average
# of % of Total | #of % of Total | #of % of Total | #of % of Total | % of Total
Emp. | Employees | Emp. Employees | Emp. Employees | Emp. Employees | Employees
Direct
Instructional
Personnel 3335 61.4% 270.3 59.9% 330.1 60.3% 509.7 59.9% 60.4%
District
Educational
Support
Personnel 209.7 38.6% 181.2 40.1% 217.4 39.7% 340.6 40.1% 39.6%
Total 543.2 100.0% 451.5 100.0% 547.5 100.0% 850.3 100.0% 100.0%
Asshownin Table 3-5, 333.5 or 61.4 percent of MCSD’ s total FTEs make up the direct
ingtructional personnel. When compared to the peer districts, MCSD has the highest
percentage of direct instructional personnel. Additionaly, Table 3-5 illustrates that 38.6
percent of the district’s total employees are categorized as educational support personnel
whichisthelowest among the peer districts. Table2-11 intheFinancial Systemssection
of this report further supports Table 3-5 indicating that the district is alocating 61.4
percent of its governmental funds towards instruction.
F3.6 Table 3-6 illustrates a traditional teacher’s actual day as defined by the average minutes

being taught and other variables. While the contract with the Massillon Education
Association does not indicate the length of the instructional day for high school teachers,
it does specify that the maximum instructional day for middle school teachersis six hours
and twenty minutes. The contract further indicates that al secondary teachersareto bein
the classroom 15 minutes before and after school as well as be provided with one
planning/preparation period and one duty-free lunch period.
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Table 3-6. Analysisof Teachers Work Day FY 1998-99

Average Average

Description of Activity Middle School High School
Length of Teachers Day From
Contract Defined Reporting and Ending 435 minutes or 450 minutes or
Times 7 hours/15 minutes 7 hours/30 minutes
Number of Full Periodsin Day 9 periodg/Avg. of 41 minutes 8 periodg/Avg. of 47 minutes
Breakdown by Minute and/or Period:
Time prior to start of classes 15 minutes 15 minutes
Home room 10 minutes 15 minutes
Planning/preparation 41 minutes or 1 period 47 minutes or 1 period
Instructional Minutes 205 minutes or 5 periods 282 minutes or 6 periods
Activity period
(choair, study hall, student council, 42 minutes or 1 period na
academic assistance, etc.)
Team Time 41 minutes or 1 period na
Duty-free lunch 41 minutes or 1 period 47 minutes or 1 period
Time after school 15 minutes 15 minutes
Hall passing 25 minutes 29 minutes
Total Actual Average Minutes 435 minutes 450 minutes
Balance of minutes or
Periods not Accounted for 0 0
Average Length of Student Day 377 minutes or 380 minutes or

6 hours/17 minutes 6 hours/20 minutes

Source: MEA contract, bell schedules and master teaching schedules

Table 3-6 indicates that middle school teachers are fulfilling their contractual obligations
in terms of the teacher workday. However, Table 3-6 also indicates that out of a nine
period day, middleschool teachersareallotted approximately two periodsfor individual and
team planning, one activity period and one lunch period. As aresult, the average middle
school teacher provides direct academic instruction approximately five periods aday. In
contrast, out of an eight period day, the average high school teacher receives one lunch
period, one planning period and provides academic instruction for approximately six
periods. By providing each middle school teacher with two planning periods, the district is
required to employ a greater number of staff in order to teach the required number of
minutes during the year. This is evidenced by Table 3-7 below which indicates that it
currently requires 65 middle school teachers to teach approximately 14,000 minutes per
day. If themiddle school adopted asimilar six period teaching schedul e asthe high school,
the district would only need 57 teachers to provide the same 14,000 minutes of daily
instruction.
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Table 3-7: Teachersper Instructional Minutes- FY 1998-99

Middle School Teachers High School Teachers

Teaching Number of Number of Total Teaching Number of Number of Total
Minutes Per | Periodsper Day Teachers Minutes Minutes Per Periods per Teachers Minutes
Day Taught Day Day Taught

123 3 1 123 141 3 1 141

164 4 0 0 188 4 3 564

205 5 46 9,430 235 5 7 1,645
246 6 18 4,428 282 6 61 17,202
Totals n/a 65 13,981 Totals n/a 72 19,552

Sour ce: Master teaching schedules
n/a - not applicable
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F3.7

MCSD requires roughly 85 percent of its high school teaching staff to educate students
approximately six out of eight periodsaday. Thiseffectively minimizesthe number of staff
needed to teach the required number of minutes per year.

The district should evaluate the effectiveness of providing the middle school teachers with
ateam period and an activity period in addition to aplanning period. An assessment should
be completed to determineif thisisthe most effective use of teacher resources and whether
the team and activity periods are being utilized as intended by district management.

Financial Implication: Because of the district’s current financia difficulties, further cuts
may be needed in order to reduce operating costs. One possibleareaM CSD could consider
would be to reduce teachers at the middle school level. Requiring middle school teachers
to educate students six periods a day could possibly reduce eight teaching positions.
Assuming an average salary of $37,480 and benefits equivalent to 30 percent of the salary,
this reduction would create an annual savings of approximately $390,000. It should be
noted however, that this financial implication does not take into consideration issues
concerning areas of teacher certifications and course offerings.

Table 3-8 presents areview of the FY 1998-99 middle school master teaching schedule
whichrevealed 18 traditional periodswith 15 or fewer pupils. These classesdo not include
any specia education or vocational classes. Examples of classes with 15 or less pupils
include language arts, foreign cultures, art, music appreciation and physical education.

Table 3-8: Middle School Teaching Periodswith 15 or less Pupils

Number of Students | 5or 6 7 8 9 10 11 12 13 14 15
less
Number of Periods 0 0 2 0 0 1 3 4 3 2 3

Source: Master teaching schedules
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Table 3-9 presents a review of the FY 1998-99 high school master teaching schedule,
excluding special education and vocationa education classes, which revealed 45 periods
with 15 or less pupils. Examples of classeswith 15 or less pupilsinclude Spanish 3, Physics,
Programming, Foods'Home Economics, Sculpture, French 4, Photography as well as
German 3 & 4.

Table 3-9: High School Teaching Periodswith 15 or less Pupils

Number of Students | 5or 6 7 8 9 10 11 12 13 14 15
less
Number of Periods 0 1 0 1 1 6 2 6 9 7 12

Source: Master teaching schedules

F3.8

Minimum standards for elementary and secondary education provide for aratio of teachers
to pupilson adistrict-wide basis of at least one full-time equivaent classroom teacher per
25 pupils in average daily membership. A building ratio less than 25 to one potentially
increases the number of teaching positions.

Table 3-10: Elementary Staffing L evels

Average
Daily Non-Special | Non-Special Student/
Member ship Education Education Teacher
Building (ADM) Students Teachers Ratio
Elementary Totals 2,037 1,779 104 171

Sour ce: EMIS Class database

As Table 3-10 illustrates, the student/teacher ratio of traditional students to traditional
teachers in the elementary schools is currently 17.1 to one. Although MCSD’s
student/teacher ratio at the elementary level exceeds state minimum guidelines, Am. Sub.
H.B. 650, which went into effect during FY 1998-99, requires each district with a
Disadvantaged Pupil Impact Aid (DPIA) index of greater than 1.00 to use a portion of its
DPIA money to implement all-day kindergarten. A portion of the remaining DPIA money
must be used to implement the “third grade guarantee.” Thethird grade guarantee consists
of increasing the instructional attention given to each pupil in kindergarten through third
grade by reducing the ratio of studentsto instructional personnel, extending the length of
the school day, or extending the length of the school year. H.B. 650 also specifies that
districts must first ensure aratio of instructional personnel to students of no more than 15
to one (in kindergarten and first grade) in al buildings. In FY 1998-99, the district had a
DPIA index of 1.10.
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F3.9

F3.10

F3.11

In compliance with H.B. 650, the district implemented all-day kindergartenin FY 1998-99.
To accommodate all-day kindergarten and to reduce the student/teacher ratios in the
kindergarten and first grades, the district used its additional DPIA monies to hire six
kindergarten teachers and 16 aides.

Am. Sub. SB. 55 revises the minimum course requirements necessary for students
graduating after September 15, 2001. The total number of units that must be taken in
grades nine through 12 increases from 18 to 21 and reduces the number of elective units
that count toward the required number for graduation. Furthermore, S.B. 55 increasesthe
required units of English language arts, mathematics, science and social studies. In FY
1998-99, MCSD revised its curriculum to accommodate the 21 unit requirement.

Table 3-11 illustrates the staffing levels at the middle and high school buildings for FY
1998-99. The student/teacher ratiosrepresent the number of traditional studentsexcluding
special education, talented, gifted and vocational education students compared to the
number of traditional teachers, excluding special education, vocational education and
traveling/itinerant teachers.

Table 3-11: Middle School and High School Staffing L evels
Average Daily Non-Special Student/
M ember ship Education Regular Teacher
Building (ADM) Students Teachers Ratios
Middle Schools 1,076 888 39 228
High School 1,534 1,367 50 27.3
Total Secondary 2,610 2,255 89 25.3

Sour ce: EMIS class database

Traditional student to traditional teacher class size ratios in the middle and high schools
average 22.8to oneand 27.3 to onerespectively. Maintaining average class sizeslessthan
minimum standards require more teaching positions for the same number of students. In
general, Table 3-11 indicates that the district’ s combined secondary student teacher ratios
appear to be approximately equal to state minimum standards (25 to oneratio). The lower
student/teacher ratios in the middle schools may partially be attributed to the district
allowing its teachers to have an activity period, ateam period and a planning period. See
F3.6 for adiscussion and recommendation concerning the number of planning and activity
periods granted to middle school teachers.

Table3-12 comparesthe average salary of each employee classification to the peer districts
for FY 1998-99. MCSD has the highest average salariesin three of the 11 classifications
asindicated by the bolded numbers.
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Table 3-12: Average Salary by Classification

Peer District
Massillon Alliance Barberton Mansfield Average
# Avg # Avg # Avg # Avg # Avg
FTEs Salary FTEs Salary FTEs Salary FTEs Salary FTEs Salary

Official/Admin. 27.0 $53,180 27.0 $51,955 29.0 $60,262 51.2 $54,568 33.6 $54,991
Prof/Education 321.0 37,480 | 260.7 39,322 319.9 38,678 | 486.8 38,842 347.1 38,581
Prof/Other 125 32,877 9.6 41,802 10.2 49,661 22.9 43,284 13.8 41,906
Technical 0.0 0 5.0 25,296 16.0 25,827 6.0 24,269 9.0 25,131
Office/Clerical 715 9,954 42.3 15,084 71.3 17,611 | 1245 15,789 78.9 14,610
CraftdTrades 6.0 29,264 5.0 29,171 7.0 29,002 20 27,986 5.0 28,856
Transportation 224 | 15,443* 220 10,419 11.9 12,808 35.0 10,096 22.8 11,108
Laborer 2.0 28,517 0.0 0 10 31,048 20 26,759 13 28,775
Custodians 29.0 26,620 318 25,560 37.7 19,670 60.0 23,376 39.6 23,807
Food Service 223 | 125491 31.0 9,438 329 13,509 58.9 11,946 36.3 11,631
Other Service 235 1,327 16.1 5,727 10.6 15,775 10 2,562 12.8 6,348

Source: FY 1998-99 EMIS Profile

! No salary amount was reported in EMIS profile, the amounts presented in table are estimates derived using base salariesand
FTE figures for each employee

F3.12 Table 3-13 illustrates the percentage of employee salaries in proportion to total district
salaries and compares the respective employee classifications to the peer districts. The
employee groups consist of the six classifications defined in Table 3-3.
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Table 3-13: Percentage of Total Employeesand EMIS Salaries by Classification

Peer

Classification Massillon Alliance Barberton Mansfield Average?

% of % of % of % of % of % of % of % of % of % of

Total Total Total Total Total Total Total Total Total Total

Emp. Salary Emp. Salary Emp. Salary Emp. Salary Emp. Salary
Administrative 5.1% 8.8% 6.0% 9.7% 5.3% 9.7% 6.0% 10.2% 5.6% 9.6%
Teachers 57.1% 70.9% 55.8% 68.1% 56.2% 65.1% 55.3% 66.4% 56.1% 67.6%
Pupil Services 4.2% 5.3% 4.1% 5.8% 4.2% 6.3% 4.7% 6.3% 4.3% 5.9%
Support
Services 15.0% | 10.1%°? 19.9% 10.3% 16.6% 8.7% 18.6% 9.4% 17.5% 9.6%
Other
Classified 18.6% 4.9% 13.2% 5.3% 14.8% 7.9% 14.7% 7.2% 15.3% 6.3%
Technical 0.0% 0.0% 1.0% 0.8% 2.9% 2.3% 0.7% 0.5% 1.2% 1.0%
Total 100.0% | 100.0% | 100.0% | 100.0% | 100.0% | 100.0% | 100.0% | 100.0% | 100.0% | 100.0%

! Peer average does not include Massillon
2 No salaries were reported in EMIS profile for transportation or food service employees, amounts presented were
estimated based on hourly salaries and FTES

@)
w
~

F3.13

In comparison to the peers, MCSD has the highest percentage of teachers and other
classfied employees and the lowest percentage of support services and administrative
employees which supports the analysis shown in Tables 3-4 and 3-5.

Anaysescontainedin Tables3-4, 3-5 and 3-13 show that MCSD hasthe highest percentage
of direct instructional personnel when compared to the peer districts indicating that the
district is directing more of its operating resources toward instruction and less toward
supporting services.

Table 3-14 indicatesthat MCSD’ s average teachers' salary of $37,480 isthelowest among
the peer districts. Average teachers salary among peer districts will be affected by cost of
living adjustments (COLA), experience and educational attainment. Table 3-14 adjuststhe
teachers’ salary for a cost-of-doing-business factor and provides information concerning
educational attainment and total years of experience.
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Table 3-14: Average Teachers Salary

Massillon Alliance Barberton Mansfield
Average Teaching Salary $37,480 $39,322 $38,678 $38,842
Adjusted Salary ! $35,750 $37,507 $35,348 $37,565
Average years of experience 134 14.6 16.3 155

% Non-degree

3.4%

4.2%

0.0%

1.0%

% BachelorsDegree

22.7%

21.7%

21.3%

31.1%

% BachelorsDegree + 150 hours

37.1%

44.1%

33.6%

42.0%

% Mastersand above

36.7%

30.0%

45.1%

25.9%

Source: FY 1997-98, 1998-99 EMIS Profiles
! salary adjusted by the ODE’ s cost of doing business

0
w
Ul

F3.14

Using the salaries adjusted by the applicable ODE cost-of-doing-business factor, the table
above indicates that MCSD'’ s teachers are the second lowest paid among the peers. This
can be attributed to the fact that the district’s teachers have the lowest number of years
experience and the fact that the district negotiated collective bargaining agreements which
granted no COLA wage increases to certificated staff in FY 1996-97 and FY 1997-98.

The willingness of the certificated and classified employees to accept wage freezes has
contributed to the creation of an effective partnership aimed at improving the district’s
financia condition. Additionally, the agreements display a commitment to education and
a shared sacrifice among the employees.

Table 3-15 compares MCSD'’ s teacher salary schedule to the peer districts and indicates
that the district’s salary schedule is approximately equal to the peer averagesfor al levels
shown.
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Table 3-15: Teachers Salary Schedule

Massillon Alliance Barberton Mansfield Peer Avg.
Bachelors Beginning Salary $23,902 $23,117 $26,242 $23,900 $24,290
Bachelors Maximum Salary Prior to Longevity Payments $42,737 $40,917 $43,037 $43,977 $42,667
Masters Beginning Salary $26,053 $26,238 $29,916 $26,769 $27,244
Masters Maximum Salary Prior to Longevity Payments $48,569 $46,234 $51,172 $46,606 $48,145
# of Stepsin Salary Schedule Prior to Longevity Payments 14 14 12 12 13
# of Longevity Payments 3 payments 3payments | 4 payments 2 payments na

at the 18", at the 17", atthe 15", | after 20 and

22 & 26" 20M & 27" 18" 218 & 25 years of

steps seps 27" steps service

Average | ncrease of Longevity Payments $450 $750 $1,115 $488 $701
Maximum Bachelors Salary After longevity Payments $44,087 $43,573 $47,498 $44,627 $44,946
Maximum Masters Salary After Longevity Payments $49,919 $49,721 $55,633 $47,256 $50,632

Source: FY 1998-99 salary schedules

F3.15 Table3-16indicatesthat grossearningspaid to full-timeteachersranged between $23,902
and $61,743. Although EMIS reports the district’ s average teacher salary to be $37,480,
due to supplemental contracts, the average MCSD teacher is actually earning an average
gross salary of approximately $40,161.

Table 3-16: Range of Actual Teacher Gross Earningsfor Calendar Year 1998

Salary Ranges Within Bachelors
Beginning ($23,902) and
M asters Maximum ($49,919)

# of Teachers per
1998 W-2 Report

Salary Rangesin Excess of
M asters Maximum ($49,919)

# of Teachers per
1998 W-2 Report

23,902-29,999 31 50,000-52,000 4
30,000-39,999 71 53,000-54,000 2
40,000-46,999 107 56,500-58,100 2
47,000-49,919 32 60,000-62,000 1

Sour ce: Treasurer’s office - 1998 W-

2 report

F3.16 Table3-17 identifies the total amount paid for supplementa contracts by MCSD and the
peer districtsand indicatesthat MCSD’ s supplemental costsare similar to the peer districts.
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F3.17

Table 3-17: Total Supplemental Payments

Total Supplemental
District Contract Payments
Massillion * $291,830
Alliance N/A
Barberton 2 $297,888
Mansfield 2 $255,649
Average $281,789

Sour ce: Treasurer’s office
1 Amount paid during FY 1998-99
2 Amount paid during FY 1997-98

MCSD’s salary structure and supplemental contract payment schedule appear to be
reasonable based on the following points:

I The digtrict has the lowest average teaching salary when compared to the peer
districts (F3.13).

The district’ s teacher salary schedule is consistent with the peer average (F3.14).
Thedistricts overall supplemental schedule does not appear to be excessive based on
comparisons with the peers (F3.16).

Vocational Education

F3.18

Thedistrict currently operates avocationa education program at Washington High School
designed for studentsin the 11" and 12" gradesinterested in workforce development. The
programs feature 12 areas of study and are primarily supported through general fund
monies. The district also receives monies through the state technical funding formula
(approximately $420,000) and various state and federal grants such as the Perkins grant
(approximately $97,000), the career development grant (approximately $24,000) and the
technical preparation grant (approximately $30,000).

In theory, most districts can reduce operating costs by utilizing county joint vocational
schools (JVS) to educate their workforce development students. However, the director
of vocational educationindicated that no studieshave been performed recently to assessthis
option. According to the superintendent, when the high school wasbeing builtin FY 1988-
89, theissue of including avocational wing was considered. Thedistrict contacted the VS
and was told that MCSD’s vocational enrollment was too large for the JVS to
accommodate. Asaresult, thedistrict received a state |oan and added the vocational wing
to the high school. Since the vocationa enrollment has increased substantially from FY
1988-89, no further assessments of using the county JVS have been performed. See the
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F3.19

financial systems section of thisreport for additional discussions concerning thedistrict’s
use of a state loan to construct the vocational wing.

Table 3-18 provides a five-year vocational staffing and enrollment summary for the
workforce development programs. The data appears to support the superintendent’s
assertions indicating that with the exception of FY 1999-00, enrollment has increased
between eight and fourteen percent each year. Additionally, Table 3-18 indicates that an
average of 47 percent of thedistrict’ stotal 11" and 12" grade students were served during
the five-year period by the various vocational education programs.

Table 3-18 also shows the five-year summary of the vocationa student/teacher ratios by
program. According to the vocational education director, in FY 1997-98, arepresentative
of thevocationa department within ODE performed an analysiswhichindicated that for the
district to operate efficiently, it must maintain 15 to one student/teacher ratios in all
vocational programs offered. Asaresult of this analysis, the district eliminated the CBE
and marketing programs, both of which had been maintaining student/teacher ratios of less
than 15 to one. Asillustrated in Table 3-18, all vocational programs currently offered by
the district are achieving vocational student/teacher ratios in excess of the ODE standard
and intotal, the district isaveraging avocational student/teacher ratio of approximately 24
to one.
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Table 3-18: Vocational Education Staffing & Enrollment Summary-Workfor ce Development

FY 1995-96 FY 1996-97 FY 1997-98 FY 1998-99 FY 1999-00
Workfor ce Development: Teachers Pupils Teachers Pupils Teachers Pupils Teachers Pupils Teachers Pupils
Accounting 2 28 1 23 1 27 1 35 1 29
Business Mngmt. 2 20 1 23 1 32 1 37 1 33
Office Technology 1 16 1 22 1 36 1 42 1 28
Marketing 2 24 1 19 1 11 1 10 discont. discont.
CBE Coop. - Sr. 1 12 1 14 discont. discont. discont. discont. discont. discont.
Broadcasting TV 2 30 2 33 2 26 2 26 2 31
Automotive Mechanics 1 20 1 21 1 28 1 32 1 30
Athletic Fitness/Training n‘a n‘a n‘a n‘a 1 15 1 25 1 23
Construction Trades 1 20 1 21 1 28 1 32 1 30
Cosmetology 2 33 2 36 2 34 2 33 2 34
Drafting & Design 1 20 1 28 1 17 1 20 1 20
Electrical Trades 1 18 1 22 1 29 1 26 1 28
Machine Trades 2 29 1 27 1 33 1 26 1 20
Networking Tech. Prep n‘a n‘a 1 18 1 28 1 27 1 27
Total 18 270 15 307 15 344 15 371 14 333
Average Student/Teacher
Ratios 1 15 1 20.5 1 229 1 24.7 1 237
% Total of 11th. & 12
Grade Students 38% 45% 53% 51% 46%
Served by Voc. Ed.

Sour ce: Director of vocationa education

F3.20 Table 3-19 illustrates a five-year staffing and enrollment summary for the career- based
intervention programs (occupational work experienceand occupational work applications).
These programs are designed to function as dropout prevention mechanisms while
providing students with marketable work experiences. In an attempt to reduce operating
costs, since FY 1995-96, the district has eliminated three occupational work experience
(OWE) programs and two occupational work applications (OWA) programs resulting in
a total reduction of five teachers. Currently, the OWE and OWA classes in total, are
operating with student/teacher ratios of approximately 24 to one whereasin FY 1995-96,
the student/teacher ratios were approximately 16 to one.
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Table 3-19: Vocational Education Staffing & Enrollment Summary-Career Based | ntervention

FY 1995-96 FY 1996-97 FY 1997-98 FY 1998-99 FY 1999-00
Career Based I ntervention: Teachers Pupils Teachers Pupils Teachers Pupils Teachers Pupils Teachers Pupils
OWE & OWA -H.S. 6 96 4 74 4 53 4 63 1 38
OWE & OWA -M.S. 2 31 2 30 2 32 2 31 2 35
Total 8 127 6 104 6 85 6 94 3 73
Average Student- 1 15.9 1 17.3 1 14.2 1 15.7 1 24.3
Teacher Ratios : ’ : : ’

Sour ce: Director of vocationa education

F3.21

0
w
o

Although not yet publicly released, ODE is currently compiling statistics which compares
the performance of vocational education programs throughout the state to ODE standards
aswell asstate averages. Of the 11 standards for which accurate state averages have been
developed, MCSD either exceeded or was within approximately two percent of the state
average in seven of the categories.

In attempting to reduce operating costs, the district has made significant vocationa staffing
and program reductions during the past five years. Furthermore, based on MCSD’s
performancein comparison to state averages, it appearsthat the district isoperating afairly
effective vocational program.

Soecial Education

F3.22

In general, children are placed in the specia education program when they meet various
conditions identified through a testing process conducted in accordance with state and
federal regulations. Typically, studentswith severe handicaps and/or mental disordersare
identified between the ages of 0-2 2. Students with less severe disabilities are usually
identified during the elementary years when they encounter difficulties in learning basic
skills. Once astudent isidentified as having a handicap, an Individual Education Planning
team is formed consisting of a minimum of an administrator, a special education teacher,
a regular education teacher and the parent. This team meets annually in the spring and
developsanindividualized education plan (1EP) identifying the goal sfor educating the child
and specifying how those goals are going to be achieved. Like regular education students,
gpecia education students must meet the 21 unit requirement in order to graduate (F3.9).
However, special education students are given 22 yearsto achievethisrequirement and the
intensity of the education each student receives will vary depending on IEP.

According to the director of special education, the district currently has 873 IEPs for
resident students between the ages of three and 22 which must be reviewed annually.

However, under certain circumstances, MCSD is responsible for developing and
maintaining a student’s I1EP, but another district is responsible for educating the student.
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Examples of when this occurs include when the |EP dictates that a student attend school
in another district, a student resides in a foster home outside MCSD, a student receives
home schooling or various other scenarios. As aresult of these scenarios, the district is
currently only educating 767 of the 873 students for which it maintains |EPs.

F3.23 Using FY 1997-98 EMIS profiles, Table 3-20 compares MCSD to the Stark County
average aswell asto the peersin termsof theratio of handicapped studentsit is educating
to FTEs devoted to special education.

Table 3-20: Comparison of Special Education Students per Special Education FTE

District

ADM
1997-98

Total Handicapped -
1997-98EMIS

%
Handicapped

FTEs Dedicated to
Special Education?

# of Special
Education
Studentsper FTE

Massillon City Schools
Alliance City Schools
Barberton City Schools

Mansfield City Schools

4,654
3,520
3,994

6,325

698

493

607

961

15.0%

14.0%

15.2%

15.2%

355

35.6

35.3

76.8

19.7

13.8

17.2

125

Stark County Average?

3,817

483

12.7%

30.3

16.0

Peer Average!

4,613

687

14.8%

49.2

14.0

Sour ce: Director of special education

! County and peer averages do not include MCSD

2 FTEs consist of psychologists, supervisors, speech & hearing therapists, physical therapists, work study
coordinators, handicapped teachers and directors

F3.24

Asillustrated in Table 3-20, MCSD maintains a handicapped student to special education
FTE ratio of 19.7 whichisgreater than the county average (16.0), all of the peers (Alliance,
Barberton, Mansfield) and the peer average (14.0).

ODE publishes a comprehensive manua summarizing rules and regulations with which
districts should comply when educating handicapped children. Included in thismanual are
student/teacher ratios that are required for some districts but are only recommended
practices for others. The determination of whether the ODE student/teacher ratios are
required or recommended practices is based on the model districts choose to classify their
specia education programs for funding purposes. Because MCSD chose to classify its
specia education program as* experimental modeling,” the student/teacher ratiosindicated
inthe ODE manual are considered recommended practicesfor the district. The director of
gpecial education indicated that MCSD classifies its speciad education program as
“experimental modeling” becauseit affordsthedistrict moreflexibility in regardsto student
classifications (disabilities and handicaps) and staffing issues than the traditional models.
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Table 3-21 presents MCSD’ s current special education student/teacher ratios for specific
disability and handicap classifications and comparesthem to the recommended ODE ratios.
As Table 3-21 illustrates, for al disability and handicap classifications, MCSD is
maintaining student/teacher ratios which fall within the range of ODE’'s recommended

practices.

Table 3-21: Special Education Student/Teacher Ratiosvs. ODE Standards

Student Classification

Special Education

# of

MCSD’s Average

ODE Recommended

Student Enrollment Teachers Special Education Student/Teacher Ratios
asof 12/1/99 Student/Teacher Ratios

L earning Disability - Elem. & M.S. 56 4 | 14 students per teacher 810 16 students per teacher
L earning Disability - H.S. 21 1 | 21 students per teacher 12 to 24 students per teacher
Developmental Handicapped -
Elem. & M.S. 115 9 | 13 students per teacher 810 16 students per teacher
Developmental Handicapped - H.S. 56 4 | 14 students per teacher 12 to 24 students per teacher
Multi handicapped 24 3 | 8students per teacher 6 to 8 students per teacher
Sever e Behavior Handicap 18 2 | 9 students per teacher 6t0 12 students per teacher

Sour ce: Director of special education

C3.7

Based on Table 3-21, it appears that the district is complying with ODE’ s recommended

special education student/teacher ratios. Additionally, incomparisonto the county average,
theindividual peersand the peer average, it appearsthat thedistrict ismaintaining relatively
efficient staffing levels.

Substitutes

F3.25 Table3-22 compares MCSD and the peer districts substitute costs and procedures. This
information will be utilized in numerous findings when assessing substitute costs.
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Table 3-22: Comparison of Substitute Costs

Massillon Alliance Barberton Mansfield

Auto/M anual

Substitute Manual n/at Manual Manual

Placement

Daily Cost of 0-60 days: $45/day n/a* 0-5 days: $70/day 0-20 days: $55/day

Teacher 60 + days: $120/day 5-60 days: $75/day 21-60: $60/day

Substitutes 61+ days: Base teacher 61+ days. Base
rate/ day teacher rate plus

benefits

Hourly Cost of $9.96/hr n/a* $7.67/hr $9.75/hr

BusDrivers

Hourly Cost of $7.25/hr - Clerical

Clerical, Aides n/at $6.00/hr $5.50/hr

& Monitors $6.40/hr - Aides

Hourly Cost of $6.00/hr non-

Custodial/ $7.50/hr n/at $6.00/hr licensed

M aintenance $7.50/hr licensed

Hourly Cost of

Food Service $5.15/hr n/at $6.00/hr $5.50/hr

Sour ce: Business Manager

'no amount reported

F3.26

Table 3-23 shows the substitute payments made by MCSD and the peer districts for FY

1998-99. Asillustrated, teaching substitutes constituted approximately 54 percent of the

total substitute costs for the year, which was the lowest among the peers.

In contrast,

transportati on substitutes constituted approximately 20 percent of thetotal substitute costs,
which is the highest among the peers. The higher transportation substitute costs may be
attributed to the fact that MCSD pays its substitute bus drivers $9.96 per hour and its
transportation employees average approximately 16 sick days and 21 total leave days per
year, al of which are the highest among the peers (See Tables 3-22, 3-27 and 3-28). For
additional discussions concerning leave time among bus drivers, see the Transportation
section of this report.
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Table 3-23: Substitute Paymentsfor FY 1998-99
Classification Massillon Alliance Barberton Mansfield
Amount Per cent of Amount Per cent of Amount Per cent of Amount Per cent of
Paid Total Paid Total Paid Total Paid Total

Teachers $172,449 54.4% $127,126 63.5% $257,666 72.4% $275,388 61.8%
Educ.
Assistants 1,789 0.6% 13,356 6.7% 37,729 10.6% 24,905 5.6%
Clerical 13,123 4.1% 4,765 2.4% 8,840 2.5% 27,988 6.3%
Custodians 27,211 8.6% 42,307 21.1% 29,205 8.2% 47,919 10.8%
BusDrivers 63,684 20.1% 12,553 6.3% 6,431 1.9% 26,833 6.0%
Food Service 38,621 12.2% n/at n/at 15,704 4.4% 42,831 9.5%
Total $317,057 100.0% $200,107 100.0% $355,575 100.0% $445,864 100.0%

Sour ce: Treasurer’s Office

'no amount reported

Certificated Substitutes:

F3.27

Teaching positionswhich require substitutes can befilled by casual/short-term or long-term

substitutes. Casual/short-term substitutesare defined as substituteswho work inthedistrict
in the same position or varying positions and are paid $45 per day. Long-term substitutes
work in the same position for 60 or more days. On the 61% consecutive day in the same
position, a subgtitute is paid $120 per day. Medical benefits are not provided to
casual/short-term or long-term substitutes.

F3.28

days taken per teacher during FY 1998-99 for each of the peer districts.

Table 3-24 illustrates the average number of sick, personal, professiona and other leave
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Table 3-24: Teacher Average Number of L eave Days Taken per Peer District

Massillon Alliance Barberton Mansfield

#Days | Ave. Per # Days Ave. Per # Days Ave. Per #Days | Ave Per | Peer

Taken Teacher Taken Teacher Taken Teacher Taken | Teacher | Average
SICK
LEAVE 2,464.5 7.3 n/a n/a 2,199.5 7.1 | 36143 7.1 7.2
PERS.
LEAVE 523.5 1.6 n/a n/a 469.5 15 879.5 17 16
PROF.
LEAVE 304.0 0.9 n/a n/a 885.5 29 | 1,032.0 2.0 19
OTHER
LEAVE 169.5 0.5 n/a n/a 375 0.1 20.0 0.0 0.2
TOTAL ALL
LEAVE 3,461.5 10.3 n/at n/at n/a 11.6 | 5546.0 10.8 10.9
# of eligible
teachers 337.0 n/at 310.0 512.0

Sour ce: Treasurer’s office
'no amount reported

MCSD’s teachers averaged 7.3 sick days per teacher in FY 1998-99 which was
approximately equal to the peer districts and the peer average. Data provided by the
Bureau of Labor Statisticsindicatesthat full-time governmental workersaveraged 4.5 sick
days per person in 1998 which is significantly lower than the peer average and MCSD’s

teachers average of 7.3.

Table 3-24 aso indicates that the average teacher requires a substitute approximately ten
daysayear. Whilethisisthe lowest among the peers, it is still burdensome to the district
in that it must bear additional costs to provide substitute teachers and excessive leave not
only createsinterruptionsintheflow of teachers' curriculum, but it may also have animpact
on the quality of education provided to students. In FY 1998-99, MCSD utilized 337
teachers who were contracted to teach 180 days (school year) for atotal of 60,660 school
daysrequiring ateacher. Assuming that all leaves are covered by a substitute teacher and
the average teacher takes 10.3 days of leave per year, approximately six percent of the total

teaching days were taught by substitutes.

A
N

MCSD spent $172,449 on substitute teacher payments during FY 1998-99. Contributing

to this expense were sick days utilized by teachers. If MCSD would reduce the number of
sick leave daystaken per teacher, it would eliminate additional administrativetime, enhance
the quality of education by minimizing the interruptionsin the flow of teachers curriculum
and would reduce the overall substitute costs incurred as shown in Table 3-25.
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Table 3-25: Annual Savings Calculated for Reduction in Usage of Teacher’s Sick L eave

Employee Classification Annual Savings
Sick leave reduced Sick leave reduced Sick leave reduced
by 1 day by 2 days by 3 days
Teachers $15,165 $30,330 $45,495

Financial Implication: Reducing the number of sick daystaken by each teacher by one day
would save MCSD approximately $15,000 annually in substitute costs. Reducing the
number of sick daystaken by each teacher by two days would save approximately $30,000
annually. Reducing the number of sick days taken by three dayswould bring MCSD inline
with the average taken by full-time governmental workers of 4.5 days and would save
M CSD approximately $45,000 annual ly insubstitute costs. Theactual financia implications
may be greater depending onthedistrict’ sutilization of long-term substituteswhose salaries
are considerably higher.

F3.29 Table 3-26 indicates the amounts paid to teachers by each peer district for substitute
services when a standard substitute is not available.
Table 3-26: Rates Paid for Teachersto Fill in for Substitutes
Mansfield
Massillon Alliance Barberton
$20.00 per period for
$10.00 per hour $14.00 per hour high school block $13.00 per hour

schedule
$10.00 per period at
elementary and middle
schools

Sour ce: Teacher contracts

The district indicated that in the past, substitute teachers were difficult to locate and
teachers were often asked to cover classes during their free period at the additional rate of
$10.00 per hour. The secretary responsible for locating substitutes indicated that these
difficulties were the result of a combination of low substitute pay in comparison to other
districts within the county and strictly using the county-wide listing of substitutes. To help
rectify this in FY 1999-00, the district began recruiting its own pool of substitutes by
running advertisements in area newspapers and on televison. These efforts resulted in a
pool of approximately 30 substitutes. With the additional substitutes, the secretary
indicated that on a daily basis, there usualy is a shortage of approximately three to four
teachers which the district isable to fill by using teachers aides and if necessary, monitors.
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Mailing letters to student teachers

Placing flyersin university placement offices

Recruiting recent graduates to serve as substitutes

Offering flexibility with both am. and p.m. or full-day shifts and either day-to-day

substitute teaching or guaranteed daily substitute teaching for the school year

Classified Substitutes:

Holding meetings prior to the start of the school year
Developing a substitute teachers handbook

Additional strategies MCSD should consider implementing to increase the substitute pool
include the following:

F3.30 Classfied positionswhichrequiresubstitutesareonly filled by casual/short-term substitutes.
Substitutes are paid a hourly rate based upon the classification of employees as shown in
Table 3-22. Substitutes remain at the same hourly rate regardiess of the number of days
spent in the same position. Benefits are not provided to classified casual/short-term

substitutes.

F3.31 Table3-27 illustrates the number of days of leave used by MCSD’ s classified staff for FY
1998-99 which could have required either asubstitute or another staff member to cover for

the vacancy.

Table 3-27: Classified Personnel Days Taken FY 1998-99

# # # #
Sick Pers. Prof. # # Total Empl. Average# Total
days days days Vacation Other days per Days Taken per
Classification taken taken taken Leave days taken Class Employee

Clerical/Office 2215 82.0 25 239.0 275 5725 35 16.4
Custodian/M aintenance 439.5 97.0 2.0 656.0 54.5 1,249.0 42 29.7
Food Service 409.5 96.0 0.0 0.0 62.5 568.0 44 12.9
Transportation 466.8 66.0 55 41.5 50.8 630.6 30 21.0
Aides 215.0 86.5 305 0.0 24.0 356.0 40 89
Other ! 437.8 114.0 3.0 5.0 75.0 634.8 61 104
Totals 2,190.1 541.5 435 9415 294.3 4,010.9 252 15.9

Sour ce; Treasurer’s office

! Other classification consists of employees classified as monitors, security, warehouse and various other designations
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F3.32 Table3-28 illustrates that on average, MCSD’ s classified employees took approximately
9.1 days of sick leave. Three classifications (custodial/maintenance, food service, and
transportation) averaged an excess of nine days sick leave during FY 1998-99 with
transportation employees averaging the most at 15.6 days per person.

Table 3-28: Average Days L eave Taken FY 1998-99 - Classified Per sonnel

Avg. Avg. Avg. Avg. # Avg. #
# Sick Days # Per. Days # Prof. Days Vacation Other Days

Classification Taken Taken Taken Days Taken ! Taken
Clerical/Office 6.3 2.3 0.1 6.8 0.8
Custodian/M aintenance 10.5 23 0.0 15.6 13
Food Service 9.3 2.2 0.0 0.0 1.4
Transportation 15.6 2.2 0.2 14 1.7
Aides 5.4 2.2 0.8 0.0 0.6
Other 7.2 1.9 0.0 0.1 1.2
Average L eavefor all Classifications 9.1 2.2 0.2 4.0 12

Source: Staff attendance reports

! Calculated based on eligible employees

F3.33 Table 3-29 comparesthe average number of sick daystaken by MCSD’ s classified staff to
the peer districts for FY 1998-99.

Table 3-29: Average Number of Sick Days Taken FY 1998-99

Massillon Alliance Barberton Mansfield
# Sick Avg. # Sick Avg. # Sick Avg. # Sick Avg. Peer
days Per days Per days Per days Per District
taken Empl. taken Empl. taken Empl. taken Empl. Average
Clerical/Office 222 6.3 n/at n/at 524 5.7 489 11.6 79
Custodian/M aintenance 440 10.5 n/a* n/a* 142 2.6 547 8.8 7.3
Food Service 410 9.3 n/at n/at 311 7.1 774 9.2 85
Transportation 467 15.6 n/a* n/a* 164 9.1 361 10.6 11.8
Aides 215 54 n/at n/at na na 592 7.8 6.6
Other 438 7.2 n/at n/at na na 176 8.8 8.0
Totals 2,192 9.1 n/at n/at 1,141 55 2,939 9.2 79
Sour ce: Peer district bench marking surveys
'no amount reported
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Table 3-29 indicatesthat MCSD’ s classified staff averaged 9.1 sick daysduring FY 1998-
99 which issignificantly higher than the peer average of 7.9. Data provided by the Bureau
of Labor Statisticsindicatesthat full-time governmental workersaveraged 4.5 sick daysper
person in 1998 which is significantly lower than the peer average and MCSD’s classified
staff average of 9.1. The classified staff provide critical resources to the educational
process by the following:

Functioning as a support resource to staff and students

Providing a clean and secure environment

Ensuring nutritious lunches

Transporting students in a safe and timely fashion

Fulfilling additional functions as required by curriculum and/or other district needs

Because excessive sick leavelimitsthedistricts' resources, daily routines are disrupted and
can weaken the quality of education. In addition, the district incurs significant financial
expenditures through the utilization of substitutes.

MCSD spent approximately $145,000 on classified employee substitute payments.
Contributing to this expense were sick days utilized by these employees. The classified
employee population averaged 9.1 sick days per person in FY 1998-99 which is 4.6 days
higher than the average taken by full-time governmenta workersasreported by the Bureau
of Labor Statistics. If MCSD would reduce the amount of sick leave taken, it would
eliminate additional administrative time, enhance the quality of education by eliminating
interruptions in the flow of work and reduce the overall substitute and overtime cost
incurred as shown in Table 3-30 below.

Table 3-30: Annual Savings Calculated from Reductionsin Classified Sick L eave Usage

Annual Savings

Employee

Classification

Sick leave
reduced by 3 days

Sick leave
reduced by 4 days

Sick leave
reduced by 5 days

Clerical/Office $5,709 $7,613 $9,516
Custodian/M aintenance 7,560 10,080 12,600
Food Service 4,759 6,345 7,931
Transportation 3,586 4,781 5,976
Totals $21,614 $28,819 $36,023

Financial Implication: Reducing the number of sick daystaken by each employee by three
days would save MCSD approximately $22,000 annually. Reducing the number of sick
days taken by each employee by four days would increase the savings to approximately
$29,000 annually. Furthermore, reducing the number of sick daystaken by five dayswould
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bring MCSD in linewith thefull-time governmental worker average of 4.5 and would result
in an annual savings of approximately $36,000 in substitute costs.

Because of the excessive amount of sick leave taken per employee (between 5.4 and 15.6
days) and the costs associated with obtaining substitutes to cover absences, MCSD should
consider implementing additional policiesto assist with reducing sick leave usage. Potential
policies include:

1 Implement a sick leave abuse policy such as arolling year occurrence policy where
employees are held accountable for the number of times taken off rather than the
length of time actually taken.

Implement an attendance incentive where employees are rewarded for perfect
attendance. Barberton City Schools has an attendance incentive and their classified
employees only averaged 5.5 sick days per person.

Require sick |eave taken to be used as a component of the employee’'s evauation.

Do not include sick leave days in the “active pay status’ category when calculating
an employee' s overtime digibility.

In order for sick leave management to be effective, all administrators should completeinitial
and on-going training to ensure complete understanding of the policies and consistent
implementation of such policies.

Benefits Administration:

F3.34

F3.35

The administration of benefitsfor MCSD ishandled by aclerk within the treasurer’ s office.
The clerk isresponsible for distributing and explaining benefit packets to new employees,
processing enrollment changes, reconciling carrier coverage records and ensuring payroll
deductions are processed properly. In addition, the clerk is also responsible for the
administration of health, dental and life insurance claims as well as processing workers
compensation claims.

MCSD belongs to the Stark County Schools Council of Governments (COG) whichisa
consortium composed of approximately 30 city and local school districts, universities and
educational service centers. The primary purpose of the COG isto provide medical and
dental benefits to districts at lower rates than if they acted independently. On an annual
basis, the consortium reviews al medical plans and contracts with those providers meeting
the COG' s requirements at the lowest price.
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F3.36

Through the consortium, MCSD offers four heath care plans, Aultcare (a PPO plan),
DirectCare America (a PPO plan), SuperMed Plus (a PPO plan) and Medica Mutua (a
traditional plan). Because of the consortium, the premiumsfor the PPO and the traditional
plans are exactly the same. However, to discourage employees from enrolling in the
traditional plan, thelevel of coverage offered through thetraditional planisnot asextensive
as the PPO options. See Table 3.33 for a comparison of the coverages provided by the
various plans.

In order to become a member of the COG, districts are required to offer all four medical
plansat the coveragelevel snegotiated by the COG. Additionally, member districtsarea so
required to adopt standard contract language addressing the COG’ s role in administering
the district’ s insurance benefits.

Table 3-31 summarizes the number of hours the different classifications of employees are
required to work in order to receive board paid benefits. With the exception of
transportation employees, the board pays 100 percent of the medical premium costsfor all
employees. Additionally, with the exception of transportation and custodial employees, the
board pays 100 percent of the dental premium costsfor al employees. Thedistrict doesnot
offer benefits to employees working less than the required number of hours.
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Table 3-31: Summary of Eligibility Requirements for Benefits

Employee Number of Leve of Board FY 1998-99 Level of Board FY 1998-99
Classification Hours Paid Medical Average Paid Dental Average
Required to Benefits Number of Benefits Number of
Qualify for Medical Dental
Full-Time Enrollments Enrollments
Benefits
Certificated 7 hrs. per day 100% Single or 61 Single 100% Single or 63 Single
Family 225 Family Family 226 Family
Custodial and 7 hrs. per day 100% Single or 15 Single 100% Single 28 Single
Maintenance Family 29 Family Employee pays 15 Family
difference for
family coverage
Transportation 4 hrs. per day or 75% Single 9 Single 100% Single 7 Single
aregular run Employee pays 5 Family Employee pays 7 Family
difference for difference for
family coverage family coverage
Secretaries,
Clerks, Health, 7 hrs. per day 100% Single or 5 Single 100% Single or 7 Single
Speech, Guidance, Family 42 Family Family 40 Family
Psychologists,
Social Services &
Aides
Principals, 7 hrs. per day 100% Single or 25 Single 100% Single or 35 Single
Administration & Family 48 Family Family 39 Family
Others

Sour ce: contractual agreements and monthly insurance invoices

3.

(oe]

MCSD has implemented effective practices designed to reduce the cost of providing

employees with insurance benefits. These practices are summarized as follows:

The district does not offer insurance benefits to part-time employees

The district requires transportation employees to contribute 25 percent of the

premium costs for single medical coverage. Furthermore, for those transportation
employees wishing to receive family medical and dental coverages, the district
requires contributions equaling the difference between the premium costs for the
single and family plans.

The district requires custodial and maintenance employees wishing to receive family

dental coverageto contribute the difference between the premium costsfor thesingle
and family plans.
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F3.37  Areport onthe Cost of Health Insurancein Ohio’ s Public Sector was completed by SERB.
Based on the 1998 study, approximately 60 percent of the responding employers required
their employees to pay a portion of the cost of a family premium. Forty-six percent
required their employees to share the cost for the single plan. The average monthly
employee contribution is $21.44 for single and $61.72 for family. These rates amount to
11.7 percent of the cost of asingle plan and 13.1 percent of the monthly family premium.
Other findings from the study include the following:

Estimated cost of medical and other health care benefits will average $5,376 per
covered employeein 1998.

Monthly medical insurance premiums currently average $184.09 for single coverage
and $469.17 for afamily plan.

Average total monthly cost of employee health care benefits stands at $223.92 and
$536.43 for single and family coverage, respectively.

Approximately 87 percent of public employers offer some level of dental coverage,
50 percent provide a vision plan and 93 percent offer life insurance.

Dental coverage costs an average of $26.59 a month for single and $47.16 a month
for family. The cost of optica insurance averages $7.40 for single and $13.03 for
family coverage.

Twenty-nine percent of employersoffer insurance coveragethroughan HMO. Forty-
three percent contract at least some health services through a provider network.

F3.38 Table 3-32 provides selected health care information for MCSD and the peers. MCSD
does not require employee contributions toward either the single or the family medical
premiums. While Alliance City Schools aso belongs to the COG insurance consortium,
they differ from MCSD inthat they require employee contributions of five percent for single
and ten percent for family coverage. Both Barberton and Mansfield are self-insured.
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Table 3-32: Hogspitalization
Monthly Full- Monthly Full- FY 1998-99
Premium Time Premium Time Avg.
For Single Presc. Plan Emp. For Presc. Plan Emp. Enrollment Self
School Provider(s) Plan Included? Share Family Included? Share per Plan Insured
Massillon Adultcare (PPO) $184.91 Yes $0.00 $449.19 Yes $0.00 27/91 no
DirectCareAmerica(PPO) $184.91 Yes $0.00 $449.19 Yes $0.00 70/208 no
SuperMed Plus (PPO) $184.91 Yes $0.00 $449.19 Yes $0.00 8/15 no
Mutual Health (Trad.) $184.91 Yes $0.00 $449.19 Yes $0.00 10/35 no
Alliance Council of Governments $184.91 Yes $10.00 $449.19 Yes $44.92 114/275 no
(same plans as Massillon)
Barberton Klais Health Network $163.61 No/ $24.12 $0 $404.85 No/ $61.06 $0 115/390 yes
Mansfield Professional Benefits
Administrators $127.66 No/ $61.68 $15.42 $319.68 No/ $61.68 $15.42 177/571 yes

Sour ce: Schedule of benefits
1 Through the Stark County Schools Council of Governments insurance consortium, MCSD and Alliance Schools offer four
medical plans with prescription coverage included at the same premiums.

F3.39

In comparison to the SERB study, the cost of MCSD’s single medical plan ($184.91 a
month) is approximately equal to the SERB’ s reported average monthly medical premium
cost of $184.09. The cost of MCSD’s family medical plan ( $449.19 amonth) islessthan
SERB’ sreported average monthly medical premium cost of $469.17. Furthermore, MCSD
does not require empl oyee contributions towards premium costs whereas the SERB report
indicated that 46 percent of employers require employee contributions towards single
insurance coverage and 60 percent require empl oyee contributionstowardsfamily insurance

coverage.

Table 3-33 compares certain featureswhich shoul d be consi dered when comparing benefits
to costs when choosing a medical plan.
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Table 3-33: Key Medical Plan Benefits

Massillon Alliance Barberton Mansfield
Aultcare (PPO) Aultcare (PPO) Klais Health Network Professional Benefits
DirectCare America (PPO) DirectCare America (PPO) Administrators
SuperMed Plus (PPO) SuperMed Plus (PPO)
Mutual Health (Traditional) Mutual Health
(Traditional)
Office 90% 90% 80% 85% / 15% if PPO panel
Visits 90% 90% physician
90% 90% 80% / 20% if non-panel
80% 80% physician
Employee $100 (S) $200 (F) $100 (S) $200 (F) $150 (S) $450 (F) $200 S/ $400 F (Teachers
Annual $100 (S) $200 (F) $100 (S) $200 (F) & Classified)
Deductible $100 (S) $200 (F) $100 (S) $200 (F) $200 S/ $500 F (Admin.)
$100 (S) $200 (F) $100 (S) $200 (F) $175 S/ $350 F (Support)
Prescription Plan Yes Yes No No
Included? Yes Yes
Yes Yes
Yes Yes
Need to Choose Yes Yes Yes No
Primary Physician Yes Yes
Yes Yes
No No
Mater nity 90% 90% 80% 80%
90% 90%
90% 90%
80% 80%
Well Child Care 90% 90% $500 max 100%
90% 90%
90% 90%
$500 max $500 max
Inpatient Hospital 90% 90% 80% - 60 day max 85% / 15% if PPO panel
Care 90% 90% physician
90% - 120 days max 90% 120 days max 80% / 20% if non-panel
80% - 120 days max 80% 120 days max physician

Sour ce: Schedule of benefits

Ananaysisof MCSD’ smedical plansindicatesthat although the premium costs of thethree
PPO plans and the traditional plan are the same, the PPO plans offer more comprehensive
coverage levels. For example, for office visits and maternity care, the district’s PPO plans
cover 90 percent of the cost whereas the traditional plan only covers 80 percent.
Additiondly, for well child care, the PPO plans cover 90 percent of the costs whereas the
traditional plan establishes a $500 maximum. In comparison to the peers, Table 3-33
indicates that the insurance benefits and levels of coverages MCSD receives through the
COG appear to be superior to those offered by Barberton and Mansfield.

F3.40

MCSD pays the entire dental premium for single and family coverage for certificated,

administrative, aidesand clerical employees. For operations, maintenance and transportation
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employees, the board pays single coverage and allows those employee wishing to have
family coverage to contribute the difference in premium costs. Table 3-34 shows the
average premiums paid for both single and family dental plans. Only Mansfield City
Schools requires contributions for both single and family coverage.

Table 3-34: Dental Insurance

Monthly Full- Monthly
Premium Time Premium Number
For Single Emp. For Full-Time Emp. Enrolled: Self-
School Provider(s) Plan Share Family Share Single/Family Insured
Massillon Mutual Health $23.48 $0.00 $57.92 $0.00 - Certified, 140/327 no
Adminigrative, Aides &
Clerical Employees
$34.44 - Operations,
Maintenance &
Transportation Employees
Alliance Mutual Health $23.48 $0.00 $57.92 $0.00 96/318 no
Barberton Klais Hedlth
Network $15.14 $0.00 $61.06 $0.00 115/390 yes
Mansfield Professional
Benefits $35.16 $17.58 $35.16 $17.58 729 Total yes
Administrators

Sour ce: Schedule of benefits

F3.41 Table3-35indicatesthat MCSD’ sfringe benefit expendituresfor certificated and classified
personnel are the highest among the peers districts and higher than the peer and state
averages.

Table 3-35: Fringe Benefit Expenditures as a Per centage of Total Operating Expenses
Expenditure Peer State
Breakdown Massillon Alliance Barberton Mansfield Average Average

Certificated

Benefits 14.0% 12.0% 12.0% 13.0% 12.8% 13.0%
Classified

Benefits 5.0% 3.0% 4.0% 5.0% 4.3% 4.2%

Source: FY 1997-98 EMIS profile

Table 3-36 presents the average yearly total cost for certain benefits for FY 1998-99 for
all peer digtricts. Although MCSD’s annual cost per employee ($5,245) islower than the
annual cost of health care ($5,376) per covered employee as estimated in the SERB report
in 1998, the district’s cost per employee ($5,245) is the highest among the peer districts.
Factors contributing to MCSD’ s high annual insurance costs reported in Tables 3-35 and
3-36 include the following:
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1 Full-time employeesare not required to contribute towardsthe monthly premiumsfor
medical insurance. Additionally, only some employees are required to contribute
towards the family dental plans. (F3.36)

extensive medical coverages. (F3.38 & F3.39)

higher annua deductibles. (F3.39)

Barberton and Mansfield City School Districts are both self-insured and offer less

Barberton and Mansfield City Schools require their employees to pay significantly

Table 3-36: Yearly Total of All Insurance Costsfor FY 1998-99

Annual Health Annual Health,
Life and Dental Dental and Life
Health Care Dental Prescription Insurance Insurance Cost Insurance Cost per
School Costs Costs Costs Costs Totals per Employee? Employee

Massillon $2,130,677 $260,722 n/a? $45,496 $2,436,895 $5,150 $5,245
Alliance n/a3 n/a3 n/a3 n/a3 n/a3 n/a® n/a®
Barberton $1,537,038 $193,418 $370,453 $22,515 $2,123,424 $4,160 $4,205
Mansfield $2,581,865 $330,504 $511,070 $44,363 $3,467,802 $4,670 $4,721

Sour ce: Treasurer’s office
! Does not include life insurance costs
2 Included in health care premiums

3no amount reported

R3.
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Table 3-37 displays the results of a survey of the other school districts and agencies
belonging to the COG to see how many required employee contributionstowards premium
costs. Insummary, of the 21 districts and agencies surveyed, 14 indicated that they require
their employees to contribute toward the monthly premium costs. Furthermore, the level
of contributions ranged from one percent for single and family (Cloverleaf Local) to 20
percent for single and family (Summit County Educational Service Centey).
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Table 3-37: Contributions Required by Other Districts/Agencies

District/Agency Contributions District/Agency Contributions District/Agency Contributions
Towards Medical Towards Medical Towards Medical
Premiums Premiums Premiums
Alliance City 5% S/10% F Malone College 10% S/10% F Perry Local 10% S/ 10% F
Canton City No Marlington Local No Plain Local 11% S/ 11%F
Claymont City No Medina ESC 10% S/ 10% F Ravenna City 5% S/5%F
Cloverleaf Local 1%S/1%F Mogadore L ocal 20%S/10%F Sandy Valley Local 10% S/ 10% F
Fairless L ocal 5% S/5%F Nordonia Hills City 24%S/10% F Stark State College No
Jackson L ocal No North Canton City No Summit ESC 20% S/ 20% F
Lake L ocal 11% S/4.5% F Osnaburg Local No Tudlaw Local 5% S/5%F

Sour ce: Survey of school districts belonging to Stark County Council of Governments

Note: ESC = Educational Service Center

In order to reduce the cost of insurance benefits to the district, MCSD should consider
requiring full-time employees to contribute towards the monthly premium costs. If MCSD
were to require similar contribution percentages as the other districts and agencies in the
COG, the overal insurance expenses would be reduced as shown in Table 3-38.

Table 3-38: Annual Savings Resulting from Increased Employee Contributions for | nsurance

Annual Savings Calculated at
5% 10% 15% 20%
Medical Plan - Single $12,759 $25,518 $38,276 $51,035
Medical Plan - Family $94,060 $188,121 $282,181 $376,242
Dental Plan - Single $1,972 $3,945 $5,917 $7,889
Dental Plan - Family $2,268 $13,632 $24,996 $36,360
Total Annual Savings $111,059 $231,216 $351,370 $471,526

Financial Implication: Increasing contributionsto the rate of five percent used by Fairless

Local Schools would save MCSD approximately $111,000 annually.

Increasing the

contributions to the rate of 10 percent used by Malone College would save MCSD
approximately $231,000 annually. Increasing contributions to 15 percent would save
MCSD approximately $351,000 annually. Furthermore, increasing the contributionsto the
rate of 20 percent used by the Summit County ESC would save MCSD approximately
$472,000 annually.
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Workers' Compensation:

F3.42

Ohio employers who are substantially similar can apply for group workers compensation
coverage and potentially achieve lower premium ratesthan they could individualy. MCSD
has participated in a Stark County group experiencerating plan for the past three years and
based on its claims history, the district should be able to maintain its group status for the
next several years. Table 3-39 illustrates workers' compensation benefits for MCSD and
the peer districts for 1998. MCSD had an experience modifier of .50 and a premium cost
per employee of $199 both of which are thelowest among the peers. Additionally, MCSD
had the second lowest number of claims per employee.

Table 3-39: Peer District Comparison of Workers Compensation Benefitsfor FY 1998

#Lost
#Medical Time Premium Experience

Total Claims Claims Claimg/ Cost/ Modifier Retro
District Employees Allowed Allowed Employee Premium Employee Status Rating
Massillon 516.9 8 5 0.025 $102,780 $199 .50 No
Alliance 474.6 8 3 0.023 $94,412 $199 .53 No
Barberton 537.2 13 2 0.028 $113,132 $211 .53 No
Mansfield 829.1 22 4 0.031 $345,031 $416 1.32 No
Peer Average 589.5 12.8 35 0.027 $163,839 $256 72 n/a

Source: Bureau of Workers' Compensation and total employees provided by EMIS 1997-98 district profiles

F3.43

Although MCSD’ s medical claims have steadily decreased during the past four years, its
lost-time claims have increased dlightly during the same time period. Lost-time clamsare
defined as the number of workers' compensation claims exceeding eight days. Generally,
these types of claims are the most taxing on the system and have a greater effect on the
experience modifier (EM) and premium costs. The EM status is based upon factors such
asthe total number of claimsin any previous time period, the severity of those claims and
the extent to which lost time claims went into effect.

Table 3-40 indicates that with the exception of 1999, as MCSD’ stotal number of medical
and lost time claims has decreased, the EM and premium costs have changed accordingly.
The increase in MCSD’s EM that occurred in 1999 can partially be attributed to the
increase in lost time claims.
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Table 3-40: Approximate Number of Claims

# Medical #Lost Time Experience
Claims Claims Premium Costs | Experience
Allowed Allowed Modifier
19961 14 4 $129,862 .58
1997 10 4 $113,698 51
1998 8 5 $102,780 .50
1999 5 6 not available .54

Source: Bureau of Workers Compensation
11n 1998, MCSD received arebate of $180,332 which is not reflected in the table above

0
w
©

Based on the peer comparison of experience modifiersand premium costs per employee as
well asthefour-year claim history, it appearsthedistrict iseffectively managing itsworkers

compensation program. Thisis important because workers compensation can represent a
significant cost to districts if not properly managed.

Contractual Issues:

Certain contractual issueswhich have been assessed and compared to the peer districtsareillustrated
in the following pages. Because contractual issues directly affect the district’s operating budget,
many of the contractual issues have also been assessed to show the financial implication to the
district. The implementation of any of the following contractual recommendations would require
union negotiations.

The district has four collective bargaining units consisting of the Massillon Education Association
(teachers), the Association of Group Teachers (specia education teachers and remedia specialists),
the Ohio Association of Public School EmployeesLocal 114 (custodians, maintenance, food service,
transportation and curriculum support staff) and the Ohio Association of Public School Employees
Loca 148 (secretaries). All four unions have negotiated agreements which are set to expire on
December 31, 1999. This report focuses primarily on the agreements adopted between the district
and the Massillon Education Association (MEA) and the Ohio Association of Public School
Employees Loca 114 (OAPSE).

MEA - Contractual Issues:

F3.44 Table 3-41 compares some key MEA contractual issues between MCSD and the peer
districts.
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Table 3-41: MEA Contractual Issues

MEA
Article | Description Massillon Alliance Barberton Mansfield
Articles | Length of Work Day Nothing stated in Grades K-12: Elementary: Grades K-12:
11.021 contract, practiceis 7 hours/30 minutes 7 hours/ 15 minutes 7 hours/30 minutes
11.022
Elementary: Secondary Schools: 7
7 hours/5 minutes hours/ 15 minutes
Middle School:
7 hours/15 minutes
High School:
7 hours/30 minutes
Article Maximum Class Size GradesK-2: 28 Elementary: 30 Maintain aratio that
25.01 students students isfiscally feasible
Grades 3-5: 30 n/at Secondary Schools: ideally around 25:1
students 30 students
Article # Contract days 184 185 187 183
11.011 # of Ingtructional Days 180 179 179 178
# of In-service Days 1 2 4 2
# Parent-Teacher 1 1 1 2
Conferences
# of Report/Professional 2 3 3 1
Days
Article Maximum # of Sick Days
14.011 Accrued 240 days 228 days 235 days Hired before 1/1/96 -
255 days
Hired after 1/1/96 -
190 days
Sick leave incentives? n/a* yes, $300 bonus for n/a* n/at
teacher’susing no
sick or persona days
Article Maximum # of sick days 25%uptoa Severance Pay 25% of accumulated 22% of accumulated
17.051 paid out at retirement/ % of maximum of 160 calculated according sick leaveuptoa sick leave
payout. days and 25% of al to following formula maximum payout of or
daysin excess of 200 .6%* salary*47 46 days 25% of accumulated
days for amaximum days*accumulated sick leave for those
payout of 50 days days (max 120) / 120 retiring by 9/01/01
which equatesto a for amaximum
maximum payout of payout of 64 days
47 days
Article # of yearsrequired for Eligibility Eligibility Eligibility Eligibility
17.051 Severance pay requirements under requirements under requirements under requirements under
STRS plus 10 yrs. of STRS STRS STRS
servicewith MCSD
Article # of Personal Days, Notice 3 days, noticeof one 3 days, written 2 days, notice of one 3 days, written
14.021 required? week required except request submitted to day required except in request submitted
in cases of superintendent five cases of emergencies | three daysin advance
emergencies daysin advance
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MEA
Article | Description Massillon Alliance Barberton Mansfield
Articles | # of other leave days 1to2years 1to2years 1to2years 2to4years
14.031 without pay for without pay for without pay for without pay for
& illnesses, disabilities illnesses, disabilities illnesses, disabilities illnesses, disabilities
14.041 and parental leave and parental leave and parental leave and parental leave
Article Sabbatical/Professional Yes Yes Yes Yes
14.061 leave; The board may Must be employed by
Requirement to return? n/at n/at require the teacher to district five
Compensated? n/at n/at return for a period of continuous years as
at least one year well as agreeto return
Teachers salary for at least one year in
equalsthe difference order to receive
between difference of
teacher/substitute teacher/sub salary
salary
Article
19.032 # of daysto file grievance 30 days 30 days 15 days 25 days
Articles | Cost of Living Increase per 1/97 - 0.0% 7197 - 2.0% 7197 - 3.0% 3/99 - 3.5%
17.011 each year of contract 1/98 - 0.0% 1/98 - 2.0% 7/98 - 3.0% 1/00 - 3.0%
17.012 1/99 - 3.0% 7/98 - 2.0% 7199 - 3.0% 1/01 - 3.0%
17.013 7199 - 2.0%
Article
27.01 Past Practice Clause no n/a* no n/at

Sour ce; Teacher Contracts
! n/a- nothing stated in contract

F3.45

F3.46

The MEA agreement specifies a total of 184 contract days. Of the 184 days, 180 are
classfied asinstructiona days, two are classified as report days, oneis classified asanin-
service day and two half-days (the equivalent of one day) are classified as parent-teacher
conferencedays. In comparison to the peers, MCSD’ steachers are contracted for the most
instructional daysand are given the least amount of report days, in-service daysand parent-
teacher conference days.

The provision within the MEA agreement establishing the teachers' annual contract at 184
days provides the opportunity for additional dayswhich the district is utilizing to increase
teacher instructional time. Additionally, 180 instructional daysis greater than al the peers
aswell as ORC requirements (178 days).

Full-timeteachers are granted three days of non-accumulative personal leave per year. Use
of personal leaveissubject to the approval of the superintendent and application isrequired
to be made at least one week in advance except in cases of emergency. Furthermore,
personal leave for a day immediately preceding or following a holiday or vacation period
will only be granted if the use isfor an emergency or other such situation approved by the
superintendent.
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To use persona leave, the district requires an advance notice of one week, which is the
longest period in comparison to the peers. This providesthe district with sufficient timeto
locate substitutes and adjust the teacher’ slesson plansin order to minimize theinterruption
inthe flow of curriculum. Additionaly, not allowing the use of personal daysimmediately
preceding or following a holiday period helps reduce substitute costs.

MCSD provides seven delegates two days each of release time to conduct association
business such as grievance hearings and other matters. However, the MEA does not
compensate the district for the attending members salaries during this time nor do they
reimburse the district the cost of providing substitutes. In covering for association leave
daysin FY 1998-99, the superintendent indicated that the district paid substitute costs for
atotal of approximately 12 teaching days. Although the contract allows for a maximum
substitute exposure of 14 days, the MEA president currently functions as a guidance
counselor and therefore, no substitute is needed when thisindividua performs association
business.

In addition, the contract also stipulates that the MEA president will be excused to attend
professional meetings or conferencesfor up to an additional eight days per school year. The
MEA does not reimburse the district for thisindividua’s salary and if the president were
ateacher, the MEA would not reimburse the district the cost of providing a substitute for
the eight additional days.

At aminimum, MCSD should require the MEA to reimburse the district for the cost of
providing substitute teachers to cover for the association president (if a teacher in the
future) and the designees when on association leave. Additionally, MCSD should consider
negotiating a provision by which the MEA isresponsible for providing for the president’s
and the designee’ s salaries and benefits when on association leave.

Financial Implication: Assuming the district is required to provide substitutes for twelve
days ayear, requiring the MEA to pay this cost would save approximately $540 annualy.
However, if in the future, ateacher becomes the MEA president, the savings would grow
to approximately $1,000 annualy. Additionaly, if MCSD required the MEA to also pay
the daily salaries of those members using association leave, the district could save an
additional estimated amount of $5,000 annually (assuming 184 contract days and average
teacher salaries of $37,480 and average guidance counselor salaries of $46,581).

The MEA contract indicates that in filling vacancies and administering the teacher transfer
process, rather than basing decisions strictly on seniority, the administration shall consider
areas of certification, experience in the area to be filled, performance evaluations,
educational background and training, needsof theschool district, seniority and other factors
the superintendent deems important.
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By not basing vacancy and teacher transfer decisions strictly on seniority, the district is
attempting to place the most qualified candidates in positions in which not only will they
succeed, but the students will also receive the maximum benefit.

The MEA and OAPSE contracts contain language which precludes management from
implementing reductionsin force (RIF) without first offering an early retirement incentive
through STRSand SERS. The contract further indicatesthat the district isrequired to offer
the ERI for aminimum of two years.

Asindicated in F3.2, in an effort to reduce operating costs, the district offered athree-year
ERI from FY 1995-96 through FY 1997-98 which resulted in a net savings of
approximately 26 positions or approximately $1.1 million. From FY 1998-99 through FY
2000-01, thedistrict is offering asecond ERI which to date, has resulted in anet reduction
of 13 positions. The superintendent estimated that the second ERI will cost the district a
total of $1.7 million and will ultimately generate savingsin excess of thiscost ($1.7 million)
of approximately $1.5 million.

Thedistrict should negotiateto removethe provision disallowing RIFswithout first offering
an ERI from future agreements. Although ERIs may generate savings for districts, they
oftentimesrequire significant cash outlaysat timeswhen districtscan least afford them. This
is evidenced by the fact that while the district isin fiscal emergency, to reduce its current
staff, MCSD must incur additional costs of approximately $1.7 million. However, had the
ERI provision not been included in the MEA and OAPSE agreements, management could
have implemented a RIF and reduced staffing to the current levels at a significantly lower
cost. Additionally, to save money through ERIs, the district is forced to not replace
employees for long periods of time (MSCD is three years). In contrast, a RIF allows
management the flexibility to reinstate employees as soon as the district achieves financia
stability or as other factors such as enrollment and building needs dictate.

MCSD establishes afund of $10,000 to provide reimbursement to teachers for the tuition
costs of college courses and/or CEU courses approved in advance by the superintendent.
The maximum rate of reimbursement for courses is $60.00 per semester hour provided a
grade of “B” or better is earned from an accredited institution and the teacher has been
employed by MCSD at |least three years and agrees to return for aminimum of one year.

The initiation of a tuition reimbursement program for certificated staff encourages
continued growth and devel opment of employees and benefits the district by pro-actively
advancing educational goa sand technological skills. Inaddition, establishing requirements
such as advance approval of course work, minimum periods of employment and the
attainment of aspecific grade level enhances employee accountability and focustoward the
purpose of the tuition reimbursement program which is educational growth.
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MCSD supports and encourages staff development through its tuition reimbursement
program. However, thedistrict should work to ensure that the college credit coursestaken
by the certificated staff are linked with the certificate/license renewal process.

Both the MEA and OAPSE contracts indicate that the grievance procedure begins with an
informa step in which the member of the bargaining unit discusses the matter with the
principal or immediate supervisor in an effort to resolve the problem. If the grievant is not
satisfied with the results of the informal problem resolution efforts, then the grievant must
fileaformal written grievance within 30 daysfrom the date the grievant knew or reasonably
should have known of the event or condition giving rise to the grievance.

In order to resolve grievance issues in a timely manner, the district should consider
requiring all grievances to be filed within five to ten days of the act or condition which is
the basis of the grievance. Establishing a maximum of five or ten days to file grievances
precludes duplicate grievances from being filed as a result of an unresolved issue. Filing
written grievances sooner should initiate prompt responses from all parties and should lead
to more timely resolutions.

Because the evaluation process and forms are defined in Exhibit C of the MEA agreement,
management is precluded from modifying the process and updating the forms without first
entering into negotiations. The inability to modify the evaluation process and forms to
reflect MCSD’ s changing needs and requirements potentially limits the district’ s ability to
effectively utilize the evaluation process as atool for improvement.

The district should negotiate to remove Exhibit C and other provisions addressing the
evaluation process from the contract. This would provide management with greater
flexibility in regards to the format and timeliness of evaluations.

Severance pay isgranted to MCSD employeeswho have completed 10 years of serviceand
are eligibleto retire under the State Teachers Retirement System (STRS) and all classified
employees dligible to retire under the State Employees Retirement System (SERS).
However, the union agreements do not specify a date when employees must notify the
district that they intend to retire. This prevents the district from accurately identifying
staffing needs for the following year.

Requiring ten years of service ensuresthat the district isonly liable for severance packages
to employees who have served MCSD for an extended period. Considering the fact that
most school employees can attain employment at other districts and transfer al leave
balances, this provision helps limit MCSD’ s severance liability.
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In order to more accurately identify staffing needs for the following school year, MCSD
should establish apolicy that requires employeesto notify the district by aboard established
date of their intentionsto retire for the following school year. A possible option the district
could consider would be to reduce the amount of severance pay if the employee does not
notify the district by the established date.

According to the MEA and OAPSE agreements, severance pay iscalculated by multiplying
the daily rate of the current contracts by one-fourth of the bargaining unit member’s
accumulated but unused sick leave at the time of retirement up to amaximum of 160 days.
Asasick leave incentive, both contracts stipul ate that employees can receive an additional
25 percent of al sick daysin excess of 200 but lessthan 240. Asaresult, the maximum
number of days MCSD can be liable for in terms of severance payout is 50.

The payout of severance has asignificant effect on the district’ soverall budget. Tolessen
the financial burden on the district, MCSD should consider renegotiating its severance
policy to standardsidentified by ORC § 124.39 which provides for a payout of 25 percent
of accrued but unused sick leave credit, upon retirement, up to 120 days (30 day payout),
for personswith 10 or moreyears of service. Thelaw permitsdistrictsto provide for more
than 25 percent (but not less) and the number of years to be less than 10 (but not more).

Financial Implication: In accordance with the vesting method defined by GASB 16, it is
assumed that all employees who currently have ten or more years of service with MCSD
(district requirement to qualify for severance pay) will ultimately retire from the district and
qualify for severance pay. Using this assumption along with current-year salaries, by
renegotiating the provisions of the contracts to limit the severance payout to ORC
standards, intermsof current-year dollars, MCSD could reduceitsfuture severanceliability
by an estimated $300,000 to $400,000. However, because arenegotiated severance policy
would only apply to newly hired employees, the district would not realize afinancia benefit
until such time the new employees are éligible for retirement.

OAPSE - Contractual Issues:

F3.55

Table 3-42 compares some key classified contractual issues between MCSD and the peer
districts.
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Table 3-42: OAPSE LOCAL 114 (Classified) Contractual |ssues

OAPSE
Article Description Massillon Alliance Barberton Mansfield
Evaluations required? n/at n/at yes - annually n/at
Article Minimum call in hours paid
.810 to employees for 2 hours 2 hours 3 hours 2 hours
emergencies? (Custodians)
Article Vacation time to 1year: 10 days 1year: 10 days 1year: 10 days 1year: 10 days
.520 accumulate 7 years: 15 days 7 years: 15 days 6 years: 15 days 7 years: 15 days
13 years: 20 days 15 years +: 20 days 10 years: 20 days 13 years: 20 days
19 years: 21 days 16 years: 25 days 19 years +: 25 days
20 years +: one 22 years +: 30 days
additional day for
each year of service
to amax of 26 days
Sick leave incentive? n/at yes yes n/at
Article Maximum # of sick daysto 205 days - 9 month 255 days for
532 accumulate 240 days 230 days employees employees hired
220 days- 12 month before 9/1/93
employees 180 days for
employees hired
after 9/1/93
Article Max # of sick days paid out 25%uptoa Severance Pay 25%uptoa 25% of accumulated
.537 at retirement/ % of payout. maximum of 160 calculated according | maximum of 46 days balance for a
days and 25% of al to following maximum payout of
daysin excess of formula: .6%* 40 days
200 days salary*49
days*accumulated
days (max 120) /
120
Article # of Personal Days, 3days 3days 3days 3days
534 Notice required? Applicationsfor written request Must obtain approval written request
leave will be made submitted to beforehand from submitted to
in advance superintendent five superintendent or superintendent 3
daysin advance designee daysin advance
Article # of Holidays Paid-12
.500 month employees 13 paid holidays 12 paid holidays 14 paid holidays 12 paid holidays
# of Holidays Paid- Less
than 12 month employees 10 paid holidays 9 paid holidays 12 paid holidays 11 paid holidays
In addition,
secretaries also
receive 5.5 days
paid during the
winter and spring
recesses.
Article # of daysto fileagrievance
420 30 days 20 days 10 days 10 days
Labor-Management
Committee n/at n/at n/at yes
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OAPSE
Article Description Massillon Alliance Barberton Mansfield
Article Cost of Living Increase per 1/97: 2.0% 7/99: 4.0% 1/99: 3.0% 9/99:3.5%
.860 each year of contract 1/98: 0.0% 7/00: 3.0% 1/00: 3.0% 9/00:3.0%
1/99: 2.45% 7/01: 3.0% 1/01: 3.0% 9/01:3.0%

Sour ce: BEC/OEA/NEA Contract
! n/a- Nothing stated in contract
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The OAPSE contract establishes a probationary period of 60 days to alow the board to
determinethefitness and adaptability of any new employeeit may hireto completethework
required. Discharge or layoff for any reason during this probationary period is not subject
to the established grievance procedures.

A probationary period allows management to determine whether a newly hired employee
conformsto the requirements of the position and permitsrelease of that employee. MCSD
should consider extending the probationary period. A performance audit conducted on
Middletown-Monroe City School District indicates that they have successfully negotiated
with the classified staff to establish a probationary period of 180 days. By extending its
probationary periodto atimeframesimilar to the Middletown-Monroe City School District,
MCSD would have additional time to assessthe potential employee and enhance the ability
of the board to employ qualified, dedicated and hard-working personnel.

Infilling all vacanciesand newly created positions, the contract indicatesthat positionswill
beawarded to the applicant with the greatest departmental seniority insofar asispracticable
and consistent with the proper ability to perform the services required.

The district should either consider removing or further defining this provision from future
contracts. Seniority should not be the primary factor in determining an employee’ s ability
to meet the demands of a position. Additional factors should be given additional
consideration such aspast job performance, past eval uations, applicabl etraining, attendance
record and the needs of the school district. By awarding positions based strictly on
seniority, MCSD may not necessarily be using the most qualified applicant to meet the
district’s needs.

Asindicated in Table 3-42, thedistrict provides all-12 month classified employeeswith 13
paid holidays during the year. In contrast, Alliance and Mansfield City Schools each
provide their 12-month classified employeeswith 12 paid holidays. The additional holiday
which MCSD provides its employeesis a paid picnic day occurring in July or August.

The number of paid holidays provided to 12-month classified employees should be
reconsidered in future negotiations. More specifically, MCSD should consider eliminating
the paid picnic day.
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Financial Implication: By eliminating the paid picnic day, MCSD could achieve an annud
cost savings of between $4,000 and $5,000 depending on the exact number of employees
within each classification entitled to the holiday.

According to the OAPSE agreements, classified sick leave accumulates at arate of 1 1/4
days per month of service amounting to 15 days for al employees who work nine months
or more per calendar year. Thisindicatesthat for job classificationswhich typically consist
of nine-month employees such astransportation, food service and someclerical, sick leave
is being accrued during the summer months despite the fact that the employees are not
working. Under the requirementsidentified by ORC §124.38, city school districtsare only
obligated to credit an employee with 4.6 hours of sick leave for every 80 hours of service
actually completed. Based on the minimum standards identified by ORC, MCSD could
potentially reduce its operating costs by revising the policy of granting nine-month
employees sick leave during the summer months.

Because of the current financia difficulties as well as the potential abuse of sick leave
among transportation and food service employees (See Table 3-29), MCSD should
consider reducing its sick leave accrua rates for nine-month classified employeesto ORC
requirements. Implementing this recommendation would not only save the district money
associated with absent employee salaries, but because nine-month employees will not have
asmany paid sick days, it should also aid in reducing the number of sick days taken and as
aresult, lower the district’s substitute costs.

Financial Implication: If MCSD reduced itssick leave accrual rate to ORC standards, the
district could save a minimum of approximately $28,000 annually. However, the actual
savings should be greater because this figure was calculated assuming that all employees
within the transportation, food service and clerical classifications are working eight hours
per day and therefore, accruing 4.6 hours of sick leave every two weeks for nine-months
a year. In actuality, many employees within the transportation and food service
classifications work less than eight hours per day and as a result, would accrue a
significantly lower amount of sick leave per year.

The OAPSE contract stipulates classified employees receive three persona days per year
and the use of personal leave is subject to approva by the personal |leave committee. The
personal leave committee consists of the administrative assistant and two classified
employees. Having more classified employees than administrators on the committee
appears to negate the board of education’s right to effectively manage the work force as
detailed in the OAPSE agreement.

In order to enable management to effectively manage the use of persona leave, the district
should consider either eliminating the persona leave committee or change the committee
to include two administrators and one classified employee representative.
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The Fair Labor Standards Act (FLSA) sets forth the minimum wage that must be paid to
employees covered by the act. In addition, it requires a premium wage (overtime) to be
paid for hours worked in excess of forty during a given work week. These requirements
are aso reflected in Ohio law. For non-teaching employees that are covered under the
FLSA, theschool districtisonly required to pay overtimefor actual hoursworked in excess
of forty per week. In determining thetotal hoursworked, the school district isnot required
to include personal leave, professiona leave, compensatory leave or vacation leave used.
However, MCSD currently provides more than isrequired by the FLSA. Specifically, the
district pays overtime for hours worked in excess of eight hours per day even if the
employee works less than forty total hours per week. Additionally, the district includes
holidays, vacation, paid sick leave, persona days and any other time spent in active pay
status when cal cul ating the hoursworked for overtime pay. Providing overtime provisions
which are more generous than those outlined in FLSA and Ohio law isacostly practicefor
the district.

Thedistrict should review itscurrent overtime policy and consider negotiating it to be more
in line with the guidelines set forth by the FLSA and Ohio law. Furthermore, the district
should consider limiting leaves that are included in the “ active pay status’ category when
calculating overtime to include vacation, holidays and bereavement.

The OAPSE agreement states the work day for classified employeesis eight and one-half
hours with one-half hour unpaid time off for lunch. In contrast, many school districts only
require classified employees to work seven hours per day.

Requiring classified employeestowork eight hoursper day enablesthedistrict to effectively
and efficiently manage staffing levels and ultimately increase productivity. Additionaly,
although Table 3-12 indicates that MCSD pays its classified employees a higher average
annual salary than the peers, these employees are also required to complete alonger work

day.

Currently, it isthedistrict’ s practice to compensate employees for aminimum of two hours
for al emergency call in Situations. The employee is compensated for the full two hours
regardlessif lessthan two hoursare actually worked. Additional compensationisprovided
for hours worked in excess of the minimum.

Providing a minimum of two hours compensation for al emergency call in situations
appears to be consistent with the peer districts. However, in order to further optimize the
district’s efficiency, the district should consider renegotiating the contract so that, if an
employeeiscalled in and paid for two hours of work, the employeeisrequired to work the
entire two hours.
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Ohio Revised Code Section 3317.01 alows the superintendent to declare up to five
calamity daysfor teaching and non-essential employees. Caamity daysare defined asdays
in which schools are closed due to severe weather conditions, mechanical emergencies or
other acts or conditions beyond the control of the district. Any calamity daysin excess of
the five provided by the ORC must be made up by the district and teaching and
non-essential employees are not provided with additional compensation. The ORC does
not provide for calamity days for essential or 12 month employees. Currently, MCSD
provides calamity day compensation for all employees. Classified staff required to work on
acalamity day also recelve compensatory time off at straight time.

During FY 1998-99, MCSD experienced nine calamity days as a result of weather
conditions. The district should establish a policy which defines essential employees
including administrators, building custodians, assistant custodians, snow plow personnel,
12 month exempt employees and other personnel necessary to prepare the district for re-
opening following acalamity day. Additionally, thedistrict should discontinue the practice
of granting compensatory time off for classified employees required to work on calamity
days. If an essential employee does not report to work on a calamity day, the employee
should be required to use one of the following:

A compensatory day
A sck leave day, if ill
A vacation day

A personal leave day
A day without pay

Financial Implication: In FY 1998-99, MCSD had approximately 29 FTE custodianswho
were required to work nine calamity days and earned an average annua salary $26,620.
Using thisinformation, it cost the district approximately $3,000 to provide 29 custodians
with one day of compensatory time. In 1998-99, it is estimated that it cost the district
approximately $27,000 to provide 29 custodians with nine compensatory days. If MCSD
ceased its practice of granting compensatory time off for custodians working on calamity
days, the district would save approximately $3,000 for every calamity day declared.
Assuming three calamity days per year, the district could save $9,000.

The OAPSE agreement stipulates the following staffing requirements when the buildings
arein use.

A paid food service employee must be on duty whenever a cafeteriais used

A paid fireman/custodian and/or a custodian must be on duty whenever abuilding is
used by the public

The paid staff, as needed, must be on duty whenever the cafeteriais used. The staff
may volunteer their services when working in their own building.
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I When multiple activities involving a large number of students are scheduled after
hours, acustodian should be on duty with the approval of the administrative assistant.

The superintendent has indicated this clause often times requires the district to pay for two
custodians for after school events even though it is not necessary.
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In order to reduce operating costs, MCSD should consider modifying the building use
clauseto eliminate language which stipulates the minimum number of employeeswho must
be present when a building is used after school.
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Financial Implications Summary

Thefollowing table summariesthetotal estimated savingsfrom the above recommendations. MCSD
should consider the potential educational effect certain of the recommendations might cause.

Estimated Annual

Cost Avoidance

Recommendation Cost Savings
R3.1 - Increase number of periods middle
school teachers are required to teach $390,000

R3.2 - Reduce sick leave usage among
certificated staff

$15,165 - $45,495

R3.4 - Reduce sick leave usage among
classified staff

$21,614 - $36,023

R3.6 - Increase employee contributions
towards health care premiums

$111,059 - $471,526

R3.7 - Require MEA to reimburse the
district for costs incurred to accommodate

association leave $540 - $5,000

R3.13 - Achieve cost avoidance by

implementing a reduced payout of sick leave

for severance payments to certificated and

classified staff $300,000 - $400,000
R3.16 - Eliminate the paid picnic day for

classified employees $4,000 - $5,000

R3.17 - Reduce sick leave accrud rate for

nine-month classified employeesto ORC

standards $28,000

R3.21 - Discontinue practice of granting

compensatory time to classified employees

working on a calamity day $9,000*

Total $579,378 - $990,044 $300,000 - $400,000

'Assumes three calamity days per year.
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Conclusion Statement

Although the district is currently in fiscal emergency, it does not appear that thisis because of issues
concerning staffing. Thisis evidenced by the fact that since FY 1994-95, the district has used two
ERIsto reduce staff by nearly six percent. Furthermore, in comparison to the peers, BSCD’ stotal
staffing per 1,000 studentsissignificantly lower than theindividual peersaswell asthe peer average.
Additionally, in the areas of vocational and special education, MCSD’s student-teacher ratios are
approximately equal to the recommended standards and exceed the peer and county averages. In
achieving these low staffing levels, it appears that MCSD has utilized a variety of effective
management practices which include reducing the number of higher salaried teachers needed by
increasing the use of monitors, adjusting staffing levels based on changesin enrollment and financia
necessity, dedicating the mgority of district’s resources towards direct instructional personnel and
requiring high school teachersto educate students six out of eight periodsaday. However, because
the district only requires middle school teachers to educate students five out of nine periods a day,
if it becomes necessary because of financial constraints, MCSD could reduce the number of teachers
at the middle school level by adopting a smilar teaching schedule as the high schooal.

Approximately six percent of the total teaching days for FY 1998-99 were taught by a substitute
teacher resulting in approximately $172,000 spent on substitutes. While MCSD’ stotal teacher leave
daysof 10.3isthelowest among the peers, the teachers averaged 7.3 sick dayswhich isin excess of
the Bureau of Labor Statistic’s governmental worker average of 4.5 days. Classified employees
averaged 9.1 sick days per person which is higher than the peer average of 7.9 days as well as the
Bureau of Labor Statistic's governmental worker average of 4.5 days. More specificaly,
custodial/maintenance employeesaveraged 10.5 sick days, food service employeesaveraged 9.3 sick
days and transportation employees averaged 15.6 sick days, all of which were the highest among the
peers. Because of the significant amount of sick leave used by district employees, MCSD should
aggressively manage and monitor the amount of sick leave taken. In addition to the increased
substitute and overtime costs, excessive time off creates interruptions in the flow of work and may
have an impact on the quality of education provided to students.

Despite belonging to the Stark County Council of Governments insurance consortium, in FY 1998-
99, MCSD had the highest annual benefit cost per employee among the peer districtsat $5,245. The
higher costs can be attributed to MCSD not requiring its employees to contribute towards premium
costs, the peersare self-insured and offer lesscomprehensivemedical coveragesand the peersrequire
their employees to pay significantly higher annual deductibles. 1n a survey of other districts and
government agencies belonging to the Stark County Council of Governments insurance consortium,
67 percent indicated that they require their employees to pay some medical premium costs with
contributions ranging from one to 20 percent. Because of MCSD’ sfinancia difficulties, the district
should begin requiring all full-time employees to contribute towards premium costs.

MCSD has negotiated collective bargaining agreements containing favorable provisions which
provide management with flexibility to effectively manage the work force. The contracts establish
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theteachers annual contract at 184 dayswhile classified employees are required to work eight hours
per day, a notice of one week is required to use personal leave, teacher transfer decisions are not
based strictly on seniority and ten years of service within MCSD is required to be eligible for
severance pay.

Provisionswithin the contracts which should be renegotiated include requiring the district to bear the
costs of substitutes and saaries of union delegates who are on association leave, removing the
provision which disallowsthedistrict from implementing aRIF without first offering an ERI, ceasing
the practice of granting apaid picnic day for classified employees, reducing the number of sick days
accumul ated by lessthan 12 month classified employeesto ORC standards, excluding sick leavefrom
overtime calculations and reviewing the calamity day policy. Additionally, in comparison to ORC
standards, MCSD has a generous severance policy which allows for amaximum payout of 50 days.
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Facilities

Background

Organizational Chart

The building and grounds department is responsible for maintaining Massillon City School District’s
(MCSD) facilities. The administrative assistant of buildings and groundsis responsible for managing
custodial and maintenance operations. The organizational structure and staffing levels of MCSD’s
operations are depicted in the following chart.

Chart 4-1: Building and Grounds Department

Administrative Assistant of Buildings and Grounds

0.6 FTE
Classified Stockroom Custodians Maintenance Grounds
Personnel Secretary 20FTEs 20 FTEs 6.0 FTEs Keepers
10FTE 20FTEs
Business Office Cleaning Fireman Stadium
Secretary Matrons Custodian Maintenance
10FTE 10FTE 5.0FTEs 1.0FTE
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Organizational Function

The building and grounds department is responsible for the operation and upkeep of the district’s
buildings. The departmental functions and al department employees are managed by the
administrative assistant of buildings and grounds. Custodial employees open and close the buildings,
completework ordersand provide aclean and attractive environment for the individualswho usethe
facilities. Ma ntenance empl oyees perform preventive mai ntenancetasks, respond to emergency work
orders, and ensure that buildings are safe. Grounds employees complete general groundswork, such
as mowing and trimming, and complete snow removal during the winter months. The stadium
mai ntenance worker isresponsible for maintenance of the stadium and transportation facility, aswell
as mowing and trimming the stadium grounds and preparing and maintaining the athletic fields.

Summary of Operations

The building and grounds department maintains 15 sites in the district: 10 schools, 1 stadium
complex, 1 transportation facility, 1 administrative building, 1 adult basic education building and 1
stockroom. For purposes of this report, the stockroom and the transportation facility have been
excluded from custodial squarefootage cal cul ationsasthe custodiansare not responsiblefor cleaning
these areas.

The building and grounds department is managed by the administrative assistant of building and
grounds. Hisresponsibilitiesinclude managing custodial and maintenance operations, monitoring the
custodial and maintenance budgets, scheduling and managing capital improvement projects,
devel oping energy conservation measures and preventive maintenance programs, ordering materials
and supplies; and resolving personnel matters. In addition, the administrative assistant of buildings
and grounds serves asthe district’ s discipline administrator which requires approximately 40 percent
of histime.

MCSD assigns building and firemen custodians to specific areas in specific buildings, while the
maintenance staff and grounds staff operates as mobile crews traveling from building to building.
Building custodians open, clean and monitor thefacilities; complete work ordersand undertake other
dutiesasassigned. On occasion, building custodians are also called on to perform light maintenance
duties. The custodians are supervised by the administrative assistant of buildings and grounds and
respond to requests from the building principals. The district employs four licensed firemen
custodians who are responsible for boiler operation and are assigned to specific buildings.

The maintenance staff consist of six maintenance employees who are responsible for completing
repairs and preventive maintenance tasksin the district’ sfacilities. The grounds crew consists of two
employees who maintain approximately 39 acres excluding the stadium complex. The stadium
maintenance worker maintains the stadium, the surrounding grounds, and the transportation garage
and its surrounding grounds.
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MCSD also employstwo stockroom clerksin the buildings and grounds department. The stockroom
clerks maintain the district warehouse, unload delivery vehicles, pick up orders, and deliver supplies
and food products to the schools. When day shift custodial employees are absent, one stockroom
clerk serves as a substitute custodian during the regular eight hour shift. The district’s stockroom
clerks are not included in the further analyses of this report because they are not responsible for
custodial or maintenance duties as aregular part of their assigned work.

Saffing

The buildings and grounds department consists of 41 people, which equates to 39.6 full-time
equivaents (FTEs). Theadministrative group ismade up of 5 employeeswhich equatesto 4.6 FTEs.
The maintenance staff consists of nine full-time employees which includes two grounds keepers, six
tradesmen and a stadium maintenance employee. The custodial staff consists of 26 people, including
the two part time matrons. The staffing levels are shown in Table 4-1.

Table 4-1: Number of Budgeted Employees (FTES) for FY 1998-99

Admin. Mobile School Actual
Classification Office Crew Based Total FTEs
Administrative assistant of building and
grounds 1 - - 1 .6
Secretary 2 - - 2 2
Stockroom 2 - - 2 2
Total Administration 5 - - 5 4.6
Grounds Keepers - 2 - 2 2
Stadium Maintenance - - 1 1 1
Maintenance - 6 6 6
Total Maintenance and Grounds - 8 1 9 9
Cleaning Matrons 2 2 1
Custodian - - 25 25 25
Total Custodial 2 - 25 27 26
Total 7 8 26 41 39.6

Sour ce: Administrative assistant of buildings and grounds
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Key Statistics

Key statistics related to the maintenance and operation of MCSD’ sfacilities are presented in Table
4-2. In addition, results from the 1998 American Schools & Universities (AS& U) Maintenance &
Operations Cost Study are included in the table and throughout this section. The AS&U study
surveyed schools across the country to gather information about their staffing levels, expenditures,
and salariesfor maintenance and custodial operations. Overall, the AS& U study found that, “ current
attention being focused on the deteriorating condition of America’s school facilities has put the
spotlight on past practices that have contributed to the present dilemma. Although poor design and
construction decisions made in the 1960's and early 1970's by many school districts that wanted to
get buildings up ‘fast and cheap’ to meet burgeoning enrollments are the primary cul prit, decades of
deferred maintenance, insufficient building upkeep procedures, and years of siphoning dollars from
maintenance budgets have significantly contributed to the current condition.” In the study, Region
5 includes the states of Ohio, Indiana, Illinois, Michigan, Minnesota and Wisconsin.

Alliance, Barberton, and Mansfield City School Districts have been identified as the peer group for
Massillon City School District. Unless otherwise noted, the peer district averagesin Table 4-2 and
all other tablesin this section include statistics for Massillon.
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Table4-2: Indicators

Number of Sites 15
- Elementary Schools 7
- Middle Schools 2
- High School 1
- Stadium 1
- Transportation Facility 1
- Administrative and Other 3
Total Square Feet Maintained 782,818
- Elementary Schools 230,940
- Middle Schools 138,295
- High School 224,340
- Stadium 71,023
- Transportation Facility 14,360
- Administrative and Other 103,860 *
Squar e Feet Per Custodial Staff Member (26) 26,8242
- Elementary Schools (9) 25,660
- Middle Schoals (6) 23,049
- High School (8) 28,043
-Administrative and Other (3) 34,620
AS& U Cost Study Region 5 Average 23,875
AS& U Cost Study National Average 20,612
Peer District Average 22,331
MCSD Squar e Feet Per Tradesman/M aintenance Employee (6) 130,470
AS& U Cost Study Region 5 Average 75,000
AS& U Cost Study National Average 73,245
Peer District Average 124,965
1998-99 Facilities Expenditures Per Squar e Foot $4.41
- Custodial $1.88
- Maintenance $1.12
- Utilities $1.41
AS& U Cost Study Region 5 Average $3.79
AS&U Cost Study National Average $3.64
Peer District Average $4.29
1998-99 Facilities Expendituresasa % of Total MCSD General Fund Expenditure 13.1%
AS& U Cost Study Region 5 Average 9.2%
Peer District Average 11.7%

Source: Treasurer’s office; director of business affairs; peer districts; 1998 AS& U Maintenance & Operations Cost Study

! Administrative and Other excludes the stock room (6,625 square feet).

2The custodia staff is responsible for maintaining 697,435 total square feet. The stadium (71,023 square feet), the transportation
facility (14,360 square feet) and the stockroom (6,625 square feet) have been omitted from the total square footage maintained by
the custodial staff.
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Financial Data

Actual expenditures for the maintenance and operation MCSD facilities for FY 1997-98 and FY
1998-99 and the budgeted expenditures for FY 1999-2000 are shown in Tables 4-3 and 4-4.

Table 4-3: Maintenance and Operations Expenditures. FY 1997-98 vs FY 1998-99

FY 1998-99 FY 1998-99
Accounts Maintenance Operations FY 1998-99 | FY 1997-98 | Difference | Percentage
Expenditures | Expenditures? Total Total Change
Salaries $226,312 $950,137 $1,216,449 $1,166,550 $49,899 4.3%
Benefits $81,142 $287,684 $368,826 $438,480 ($69,654) (15.9)%
Purchased
Services $128,583 $64,238 $192,821 $150,682 $42,139 28.0%
Utilities - $1,103,971 $1,103,971 $1,011,375 $92,596 9.2%
Supplies/
Materials $422,990 $79,235 $502,225 $533,219 ($30,994) (5.8)%
Capital
Outlay $41,532 $260 $41,792 $6,862 $34,930 509.0%
Other $7,578 $26,868 $34,446 $34,906 ($460) (1.3)%
Total $908,137 $2,512,393 $3,460,530 $3,342,074 $118,456 3.5%
Source: MCSD treasurer’s office
! Operations includes custodial employees.
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Table 4-4: Maintenance and Operations Expenditures. FY 1998-99 vs FY 1999-2000

FY 1999-2000 | FY 1999-2000
Accounts Maintenance Operations FY 1999-2000 | FY 1998-99 | Difference | Percentag
Expenditures | Expenditures? Budget Total e
Change
Salaries $268,981 $946,857 $1,215,838 $1,216,449 ($611) (0.1)%
Benefits $81,142 $287,685 $368,827 $368,826 $1 0.0%
Purchased
Services $80,903 $76,651 $157,554 $192,821 ($35,267) (18.3)%
Utilities $1,106,934 $1,106,934 $1,103,971 $2,963 0.3%
Supplies/
Materials $444,352 $79,360 $523,712 $502,225 $21,487 4.3%
Capital
Outlay $48,774 $260 $49,034 $41,792 $7,242 17.3%
Other $7,671 $27,198 $34,869 $34,446 $423 1.2%
Total $931,823 $2,524,945 $3,456,768 $3,460,530 ($3,762) (0.1)%

Source: MCSD treasurer’s office
! Operations includes custodial employees.

An explanation for some of the more significant variancesin Table 4-3 and Table 4-4 are asfollows.

Aincrease in purchased services for FY 1998-99 and a decrease in purchased services for
FY 1999-2000 budget: The increased costs of purchased services reflects repairs compl eted
in 1998-99. Anticipated reductions in purchased services during FY 1999-2000, through
tightening the acquisition process, may not accurately reflect the maintenance needs of the
district and may be unredistically low.

An increase in supplies and materialsin FY 1999-2000 budget: Increased budget amounts
for FY 1999-2000 in the supplies and materials category reflects spending for repairs and
H.B. 412 required set-aside amounts as well as some shifting of expenses from purchased
services to this category.

Anincreasein capital outlay expendituresfor FY 1998-99 and FY 1999-2000 budget: The
district, under H.B. 412, must increase capital spending. The 509.6 percent increase in FY
1998-99 and 17.3 percent increase in FY 1999-2000 budget in capital expenditures reflects
aportion of these spending requirements. Increased capital outlay may also reflect a shift of
costs from supplies and materials into this category.
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Table 4-5 presents a comparison of the operations and maintenance staffs at MCSD and its
peer districts. Since each district’s operations and maintenance departments are structured
differently, this analysisincludes all staff members that perform the same functions as those
performed at Massillon City School District.
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Table 4-5: Comparison of Facilities Divisions. Maintenance and Custodial Services

Size Massillon Alliance Barberton Mansfield
Number of Sites 15 11* 122 20
Building Sq. Feet:
Maintained by Custodians 697,435 603,386 580,043 1,344,329
Maintained by Tradesmen 782,818 633,386 580,043 1,377,329
Position by FTE
Administration 4.6 1 2 3
Maintenance Tradesmen and 6 5 10 9
Supervisors
Grounds Workers 3 75 B 1
Custodians/Laborers 26 32 3264 52
Total 39.6 38.75 57.6 65
Comparison
Sq.Ft. Per Custodial Staff 26,824 18,855 17,793 25,852
Sq.Ft. Per Tradesman 130,470 158,347 58,004 153,037
Average Base Custodial Salary $27,501 $25,744 $28,202 $23,152
Average Base Tradesmen Salary $29,593 $33,226 $29,766 $28,294
Char acteristics
Average Age of School Buildings 45 60 57 53
Square Milesin District 20.1 10.4 25 185
Preventive Maintenance No No No Yes
Use of Deregulated (Self-Help) Gas Yes Yes No Yes
Use of Energy Savings Program No Yes Yes No
Use of Temporary Employees or Yes Yes Yes Yes
Outside Contractors
Mobile Grounds Crew Yes Yes Yes No
Weekend Inspections Yes No No No

Sour ces. Business office; treasurer’s office; peer districts

1The high school and middle school are housed in the same building but are counted as separate sites in this anayisis.

2Two of the facilities are leased to other organizations and are not maintained by the district staff.

3 Grounds crew dutiesin Barberton are shared by custodial and maintenance employees. Custodians undertake trimming and small
mowing jobs; maintenance employees are responsible for large mowing tasks. The one grounds keeper shown is responsible for
the stadium complex.

4 The number of custodiansinclude 19 FTEsand 21 part time employees. The 21 part-time employees were converted to 13.6 FTE
positions. The conversion calculated the daily hours worked of each custodian as a percentage of 8 hours (ie: 6 hours/8 hours=.75
FTE) then weighted the calculated hours worked for nine month employees (ie: .75 FTE/.75 year=.55 FTE).

Facilities 4-9



Massillon City School District Performance Audit

Performance Measures

Thefollowing isalist of performance measures used in the analysis of MCSD’ s facilities
operations:

Cost effectiveness of custodial services

Cost effectiveness of facilities maintenance

Utilization of staffing resources

Effectiveness of current needs assessment and prioritization processes and procedures
Adeqguacy of preventive maintenance system

Effectiveness of long range facilities planning

Utilization of existing facilities

Effectiveness of energy conservation programs
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FindinggCommendationsRecommendations

Saffing and Compensation

F4.1 MCSD custodiansareresponsiblefor cleaning thedistrict’ sfacilitiesand are supervised by both
the building principals and the administrative assistant of buildings and grounds. Each school
isassigned at least one custodial staff member. InMCSD, the custodial employees arereferred
to as building custodians or, if they have received their fireman’s license, fireman custodians.
The building custodians open and close the facilities, maintain the buildings and perform other
duties asassigned. In addition to cleaning, the fireman custodians are responsible for operating
the heating and ventilation equipment. Thefollowingisabrief description of theresponsibilities
of the building and fireman custodians according to their job descriptions which were updated
in June 1997.

1 Building Custodian - The building custodian is responsible for cleaning classrooms,
offices and other areas of the building as assigned. Tasks performed include dusting,
sweeping and mopping floors, emptying trash containersand pencil sharpeners, removing
snow from entrance ways, cleaning and disinfecting restrooms, and performing other
duties and responsibilities as assigned.

Fireman-Custodian - Thefireman-custodianisresponsi blefor maintaining the samescope
of work asabuilding custodian. In addition, thefireman-custodianisresponsiblefor firing
theboilers, cleaning thefiltersand lubricating the motors, checking the hot water tank and
vacuuming the tanks and air compressors.

Thefireman at Longfellow Middle School must attend to the boiler on aconstant basisand fire
the boiler by hand during the school day. The remaining firemen serve as backups for the
Longfellow fireman and monitor the aging boilersin their assigned buildings. Thedistrict offers
firemen an annual bonus of $100 for maintaining the license and an annual bonus of $125 for
firing the district’ s boilers (see F4.55, R4.24).

F4.2 The administrative assistant of buildings and grounds' divided responsibilities leave alimited
amount of timeto coordinate and mediate between custodians and building administrators. The
high number of employees directly supervised by the administrative assistant of buildings and
grounds, 40 total, also decreases his ability to address each employee’ s needs. Custodiansface
several challenges within the buildings, generally as a result of past financial constraints and
poor facility maintenance that necessitate decision making on the part of management. At the
present time, custodians may not recelve adequate management support to make repair
decisions, contact maintenance workers, or order parts, thereby limiting their ability to
effectively maintain the district’ s facilities.
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R4.1 MCSD should consider hiring acustodial supervisor to assistin custodial services management.
Also, thedistrict should designate acustodian ashead custodian in each middle and high school
building. The administrative assistant of buildings and grounds only spends approximately 60
percent of histimeon buildingsrelated issues. District custodiansare not ableto readily contact
the administrative assistant of buildings and grounds for decisions on repair and custodial
problems. Team managers, such as a custodia supervisor and head custodians, are needed to
ensurethat staff isproperly supervised and decisionson repairs, staffing and parts procurement
are made as expeditioudy as possible.

The custodial supervisor could also be responsible for making frequent and regular inspections
of al physica plants, grounds, and equipment to determine the need for repairs and
maintenance; supervising and directing snow removal; assuming responsibility for the safe and
efficient operation of boilers and their related equipment; directing and overseeing plans and
directives; directing training initiatives;, helping in selecting and purchasing custodial and
maintenance supplies; and advising employees in carrying out the custodial and maintenance
functions of the district.

Financial Implication: Based on the district custodial wages and an additional 30 percent
benefits cost, the cost to hire a custodial supervisor would be approximately $37,000 to
$39,000. The approximate additional cost to promote three custodians to head custodians,
based on a 10 percent wage increase would be $8,000 to $10,000 total.

F4.3 According to the administrative assistant of buildings and grounds, the only building with a
specific staffing requirement is Longfellow Middle School which requires a full-time fireman
custodian to maintain the boiler. The additional three firemen work in buildings that require
some boiler monitoring. Table 4-6 shows the average square footage per custodial employee
for MCSD, the peer districtsand the AS& U Region 5 average. MCSD’ scustodial staffing level
resultsin 1 FTE custodian for every 26,824 square feet. Although the union contract statesthat
custodians will be assigned areas to maintain, the contract does not state the size of the area
and, therefore, does not limit or constrain the district in assigning square footage to custodians.
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Table 4-6: FY 1997-98 Squar e Footage per Custodial Employee

Massillon City School District 26,824
Peer Districts:

-Alliance 18,855

-Barberton 17,793
-Mansfield 25,852
Peer District Average 22,331
Difference 4,493
AS& U Region 5 Average 23,875
Difference 2,949

Sour ces: Custodial and maintenance departments; peer districts

C4.1 Asindicated in Table 4-6, MCSD custodial staff are responsible for 4,493 square feet or 17
percent more per custodian than the peer district average and 2,949 square feet and 11 percent
more per custodian than the AS& U Region 5 average. Factors contributing to MCSD’ s high
square footage maintained include the limited use of carpeting in the buildings and the
ownership and pride custodians demonstrate toward their work assignments. MCSD’s
custodians also maintain a higher square footage because the district has not filled vacant
custodial positions. The administrative assistant of buildings and grounds indicated that the
district does not intend to fill vacant positions in the near future.

F4.4 Table 4-7 compares the peer districts school facilities and cleaning staffs. Based on the
information in the table, it does not appear that the work is evenly distributed among the
custodiansin MCSD. The custodians at the administrative and other buildings are responsible
for maintaining the most square footage, 34,620 square feet per person. The elementary,
middle school and high school custodians maintain smaller areas. The square footage per
custodian at the elementary school level and administration building arethe highest of the peers.
The high school level is the second highest of the peers while the middle school level is
marginally lower than the peer districts.
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Table4-7: Comparison of School Facilities and Cleaning Staffs (FTES)

Difference
Peer Between MCSD
Massillon Alliance Barberton | Mansfield | Average and Peer
Average
Elementary Buildings 7 6 6 10 7 0
Total Sg. Footage 230,940 218,645 257,734 423,125 | 282,611 (51,671)
Sq. Footage per Building 32,991 36,441 42,956 42,313 38,675 (5,684)
Number of Custodians 9 12 11 22 14 5)
Sq. Footage Per Custodian 25,660 18,220 23,430 19,233 21,636 4,024
Middle School Buildings 2 2 2 2 2 0
Total Sg. Footage 138,295 124,078 134,499 370,900 | 191,943 (53,648)
Sq. Footage per Building 69,148 62,039 67,250 185,450 95,972 (26,824)
Number of Custodians 6 9 5.4 12 8 )
Sq. Footage Per Custodian 23,049 13,786 24,907 30,908 23,163 (124)
High School Buildings 1 1 1 2 1 0
Total Sg. Footage 224,340 234,463 132,810 454,200 | 261,453 (37,113)
Sq. Footage per Building 224,340 234,463 132,810 227,100 | 204,678 19,662
Number of Custodians 8 9 7.25 14 10 )
Sq. Footage Per Custodian 28,043 26,051 18,319 32,443 26,214 1,829
Administrative Buildings 2 1 3 3 2 0
Total Sg. Footage 103,860 26,200 55,0007 96,104 | 194,042 (90,182)
Sq. Footage per Building 51,930 26,200 18,333 32,035 32,125 19,806
Number of Custodians 3 1 44 4 3 0
Sq. Footage Per Custodian 34,620 26,200 12,500 24,026 24,337 10,284
Total Sg. for All Buildings 697,435 603,386 580,043 | 1,344,329 | 806,298 (108,863)
Total Custodia Staff 26 32 32.6 52 36 (10)
Sg. Footage per Custodian 26,8241 18,855 17,793 25,852 22,331 4,493

Sour ces: MCSD business office; peer district custodial supervisors
! Thecustodial staff isresponsiblefor maintaining 697,435 squarefeet. The stadium (71,023 squarefeet), thetransportation facility
(14,360 sguare feet) and the stockroom (6,625 square feet) have been omitted from the total square footage maintained by the

custodial staff.

2 The administration building, Decker Center and Arnold Headstart are not included in the district’ s facility square footage study

and the square footage is approximated based on foundation size.
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F4.5 MCSD custodial employees do not receive initiadl or ongoing training. Severa custodial
employees expressed an interest in ongoing training as ameansto facilitate common and minor
building repairs. Neither the union contract or district policy specifies training requirements.
Custodians learn their job duties from their peers during the first week of work.

R4.2 MCSD should establish and document specific training requirements by position, including new
employeetraining and thefrequency and typesof ongoing training. Initia training effortsshould
betailored to the needs of the current custodial staff through asurvey of employee needs. If the
district hired an custodial supervisor, the supervisor could be responsible for the training
initiative. Training would allow the district to customize the skills of custodial employees and,
through the development of specific skills, allow the district to complete some repairs and
permanent improvement projects at alower cost.

Financial Implication: The cost to develop atraining program should be minimal. The cost of
implementing atraining program will vary on the training provider, and the frequency, length,
and quality of the program. Using $200 to $250 as an estimate of the training cost per person,
the annual cost to train custodial staff would be between $5,000 and $6,250.

F4.6 Table 4-8 shows the average base salary for MCSD’ s custodians for FY 1998-99 as well as
their average grosswagesfor 1998 from district pay records. The base salary weighted average
for the custodians is $27,501. The gross salary weighted average is $33,891, or 23.2 percent
higher than the weighted average of the base salary. The table also shows the average base
salary and gross wages for the peer districts and the AS& U Region 5 average.
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Table 4-8: Custodial Salaries

FY 1998-99 Differenceasa
Average Base 1998 Average Per centage of

Position Salary Gross Wages Base Salary
Custodian $27,501 $33,891 23.2%
MCSD Weighted Average $27,501 $33,891 23.2%
Peer Districts:

-Alliance! $25,744 $26,282 2.04%

-Barberton $28,202 $28,1512 .002%

-Mansfield $23,959 $26,709 11.5%
Peer District Average $26,352 $28,758 9.2%
Difference $1,149 $5,133 14.0%
AS& U Region 5 Average $23,717 N/A N/A
Difference $3,784 N/A N/A

Sour ces: MCSD treasurer’s office; payroll department; peer districts
1The base and gross wages represent an average of custodial salaries.

2The gross wages are for 1997.

FA.7 MCSD’scustodia base salary isthe second highest of the peer districts, which can, in part,
beattributed to thelongevity of thedistrict’ scustodial employees. On average, the custodians
gross wages are 23.2 percent higher than their base salary amountsindicating ahigh level of
overtime use.

F4.8 InFY 1998-99, MCSD custodians were paid atotal of $138,600 in overtime; severa areas
contributing to high overtime were identified.

1 Custodians are paid overtime for al hours worked in excess of 8 hoursin one day.

1 High overtimeexpenditureswereattributed to the substitute policy inusein FY 1997-
98 and FY 1998-99. The district assigned overtime to custodians to complete the
essential cleaning tasks of absent custodial workers. Overtime preference was given
to themost senior custodians, causing thedistrict toincur greater overtimecosts. This
practice has been discontinued in FY 1999-2000 and the district expects custodial
overtime to decrease.

1 A substantial portion of the overtime was attributed to sporting events, such as
basketball rental's, which take place at |east three times aweek at the elementary and
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middle schools. Inaddition, the district hosts events which also take place at the high
school and the stadium.

An equally large portion of the overtime was used for building checks on weekends
to monitor freezer temperatures and check for broken pipes (see F4.47, F4.48,
F4.49).

Thedistrict charges outside entitiesa$50 rental feefor use of thefacilities after school hours.
The renta feeisintended to cover the custodial overtime costs. Usually two custodians are
on hand for extra events, aresult of the current union contract “area’” assignment provision.
The rental fee covers the cost of only one custodian’s overtime wages. As the district does
not track overtime use, the cost of providing custodiansduring events could not be quantified.

The buildings and grounds department should develop a fee schedule for each building to
cover all maintenance and operation costs associated with the use of facilities after school
hours. The schedule should include feesto cover overhead and salary costsaswell asfeesfor
specia services. Groups wanting to use the facilities should be required to submit awritten
application and pay any fees prior to the event. The district should avoid using educational
funds to subsidize rental costs.

Table 4-9 compares MCSD’ s custodial overtime expenditures to its peersfor FY 1998-99.
MCSD has the highest amount of overtime paid per full-time custodian, over three times as
much as the next highest district. The district has not monitored the reasons for overtime

usage.

Table4-9: FY 1998-99 Custodial Overtime Expenditures by District

Number of Total Total Amount of Overtimeasa

Full-Time Operations Custodial Overtime per Full- Per centage of
District Custodians Salaries Overtime Time Custodian Total Salaries
Massillon 25 $1,220,664 $138,600 $5,544 16.2%
Alliance 32 $693,997 $17,220 $538 2.5%
Barberton 32.6 $692,126 $21,046 $646 3.0%
Mansfield 53 $1,310,354 $65,093 $1,228 5.0%

Sour ces: Treasurer’s office; peer districts

R4.4

In order to effectively manage custodia operations, MCSD should start monitoring overtime
usage and use reasons. Tracking overtime expenditures and documenting the reason for their
occurrence will allow the district to identify areas where efficiency improvements need to be
made and can help keep the department’ soperational costsin linewith its established budget.
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Financial Implication: Reducing overtime expenditures by 50 percent, through eliminating
building checks and patrols (see R4.21) and raising the rental fee (R4.3), could save MCSD
an additional $69,000. By reducing overtime expendituresto be in line with the peer average
of 3.5 percent, MCSD could save approximately $133,000.

When a custodian is absent, the district uses a substitute from the substitute pool. The
substitute pool consists of candidates from the civil service commission. The civil service
commission refers candidates who have passed the civil service exam to the district for
interviews. The selected candidates must aso pass a pre-employment physical and
background check. If hired, the substitute’ snameisplaced on an on-call list. When substitutes
are needed, the classified secretary contacts the substitutes on the list. The administrative
assistant of buildings and grounds indicated the district has a difficult time using substitutes
because the substitutes have other jobs and the schedules conflict with the district’s needs.
The district currently has five substitutes in the substitute pool, but only one is available for
day shift work.

If a substitute cannot be obtained for a day-time custodian, the district usualy uses a
maintenance or stock room employee as a substitute. However, if an afternoon custodian is
absent, the position is not filled. The classified secretary indicated that, in FY 1998-99, the
district used the seniority list to assign four hours of the absent custodian’ s shift to aday shift
employee, alowing only for essential cleaning of the absent custodian’ s area. In an effort to
reduce overtime expenditures, the district discontinued this practice for FY 1999-2000.

The maintenance staff consists of six maintenance employees, two grounds employees and
one stadium maintenance employee. The maintenance employees are responsible for
completing work orders and performing preventive maintenance tasks. The grounds staff
operates as a mobile crew and is responsible for completing al the grounds work and
removing snow during the winter months. The stadium maintenance employee isresponsible
for the maintenance and cleanliness of the stadium and transportation garage as well as the
maintenance of the grounds surrounding the two facilities.

According to thejob description for the maintenance mechanic, employeesinthisposition are
required to obtain an electrical license and aboiler license within six months from the date of
appointment. The job description for the utility person requires the employee to obtain a
electrical license one year from the date of appointment. The license enables these positions
to perform electrical repair work on the boilers or provide other electrical services to the
district.

Table 4-10 shows the average square footage each maintenance employee was responsible
for maintaining in FY 1998-99. The grounds and stadium maintenance employees have been
omitted from the square footage calculations. In MCSD, each tradesman is responsible for
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maintaining 130,470 square feet which is dightly above the peer district average and 55,470
square feet more than the AS& U Region 5 average. These differences are shown below.

Table 4-10: FY 1998-99 Squar e Footage per M aintenance Employee

Massillon City School District 130,470
Peer Districts:

-Alliance 158,347

-Barberton 58,004

-Mansfield 153,037
Averagefor Peer Districts 124,965
Difference 5,055
AS& U Region 5 Average 75,000
Difference 55,470

Sour ces. Building and grounds department; 1998 AS& U Maintenance & Operations Cost Study
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MCSD'’ s cost reduction efforts are apparent in the amount of square footage maintained by
the maintenance employees. As indicated in Table 4-10, MCSD maintenance staff are
responsible for maintaining only dightly greater areas of square footage per maintenance
employee than the peer district average but 55,470 square feet (43 percent) more per
maintenance employee than the AS& U Region 5 average. Factors contributingto MCSD’s
high square footage maintained include assigning minor repairs to custodians and cross
training tradesmen. MCSD’ s maintenance employees also maintain a higher square footage
because the district has not filled vacant maintenance positions.

Thedistrict should consider adding one maintenance worker to the current maintenance staff
to improve the effectiveness of maintenance operations. The addition of one maintenance
worker would provide additional manpower for annual and preventative maintenance (see
R4.14). An employee could be added to the maintenance function through a reorganization
of the grounds crew (see F4.18, R4.7).

Financial Implication: The cost to add an additional maintenance worker, including salary
and benefits at 30 percent, would be approximately $38,000.

MCSD employs a grounds crew consisting of two grounds keepers and one stadium
maintenance worker. According to the 1998 AS & U Maintenance and Operations Cost
Study, grounds workersin Region 5 are responsible for an average of 50 acres per grounds
worker. The MCSD grounds crew currently maintain 24 acres per grounds keeper, or 52
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percent less than the AS& U average. The stadium maintenance worker is responsible for
completing grounds work at the stadium, athletic fields and the high school. Custodians are
responsible for mowing small areas around their buildings.

F4.17 MCSD’s grounds maintenance equipment is outdated and in a poor state of repair,
contributing to the need for employees beyond AS&U recommended staffing levels.
I nadequate equipment also contributes to the low amount of acreage maintained by each of
thedistrict’ sgroundskeepers. Several factors contribute to theinadequacy of the equipment:

1 The average age of maintenance vehiclesis 19.5 years and the average age of lawn
tractorsis 23.5 years.

M aintenance vehiclesare not Ohio Department of Transportation certified, nor could
they pass inspections for road safety.

Extensive lawn tractor repairs have been necessary to keep the tractors in operable
condition.

Blowersand trimmers areresidential grade rather than commercia grade equipment.

Groundsequipment ismanufactured by different companiesand bought from avariety
of different vendors.

The district does not use the state contract to purchase lawn equipment. The current state
contract vendor also offers atrade-in program which alows school districts to trade-in used
equipment for new machines. MCSD aso has not investigated vehicle replacement costs
based on state contact prices.

Py
~
o

The district should implement aformal plan to replace old vehicles, mowers and tractors to
increase efficiency and reduce the need for excess grounds keepers. In the replacement plan,
the district should consider replacing the equipment with machines purchased through the
state contract in order to take advantage of the trade-in program for its equipment needs.
According to officialsin South-Western and Columbus Public Schools, the John Deere state
contract dealer’ s trade-in price is usualy close to the discounted price the district receives
from using the state contract, which allows their districts to get new machines every year or
two for $100 to $600 apiece, depending on how long the equipment was run.

MCSD isan inactive member of the state purchasing cooperative; the district should pay the
$125 membership feeto bereinstated asafull member of the cooperative. Thedistrict should
consider purchasing equipment and vehicles through the cooperative. While equipment
discounts vary, the cooperative could provide the district with a 10 to 30 percent savingson
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commercia lawn equipment and vehicles. By improving the functionality and serviceability
of the grounds and mai ntenance equi pment, the district should be ableto increase productivity
and reduce grounds keeping staffing levels (see R4.7).

Financial Implication: The cost to the district to purchase a new John Deere tractor under
the 33 percent discount state contract would be approximately $13,200. Replacement costs
through the trade-in program average between $100 and $600. The cost to replace the pick-
up truck and jeep snow plow vehicles with a 3/4 ton snow plow ready pick-up truck under
the state contract would be approximately $18,000.

Based on AS& U recommended staffing levels, MCSD’ s grounds crew is overstaffed while
the district maintenance component is understaffed. The large array of unmet maintenance
needs indicates that the district should increase the number of maintenance workers. No
preventive maintenance is being completed in the district’s facilities and many of the
maintenance needsidentified in the 1995 buildingsand grounds assessment remain unmet (see
F4.31, F4.32) .

After replacing outdated grounds-keeping equipment, the district should consider
reorganizing the maintenance division and reducing the size of its grounds crew and
reallocating those resources to maintenance activities. By reassigning one grounds keeper to
themaintenance staff, thedistrict coul d increase mai ntenance operationsefficiency and reduce
the costs of grounds keeping services.

Financial Implication: The savings generated through reducing the grounds crew by one
member would be approximately $36,400 including base salary and benefits cal culated at 30
percent.

The maintenance staff is not required to complete daily work logs to show the activities
accomplished during their work hours. Mobile crews and time constraints severely limit the
administrativeassistant of buildingsand grounds' ability to monitor productivity, isolateareas
for improved efficiency or address staffing deficiencies as he does not have arecord of daily
work completed by maintenance employees.

The administrative assistant of buildings and grounds should implement a daily work log
system to monitor the productivity of the maintenance employees. An effectivedaily work log
can be produced on a spread sheet and printed for each maintenance worker. The log should
include a time line broken into half hour increments where the employee can record their
starting and ending time; the location and projects on which they worked; the work order
numbers completed; and the amount of time required for each task.
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The current manual work order processing system effects management’s ability to make
effective decisions regarding the needs of the maintenance department. The district does not
know how many work orders are currently outstanding and has not established a method to
monitor worker productivity. Work orders, generated by school staff members, areforwarded
to the administrative assistant of buildings and grounds by the building principal.

The district should consider purchasing an automated comprehensive work order system. A
comprehensive system would allow the district to track work orders, materia use figures,
personnel information, and productivity statistics with relative ease. Such as system would
be less time consuming than the development of an in-house work order tracking database,
as planned by the administrative assistant of buildings and grounds.

Using accurate cost dataand time-to-compl etion information will result inimproved resource
alocation. The department would be able to track the status of outstanding work orders,
monitor open work orders, forecast workload and staffing needs, and analyze the cost to do
thework. Theinformation provided by the comprehensivework order systemwould be useful
in budgeting and capital planning. The work order system should be used to track material
and labor costs and the actual time used to complete work ordersin order to better monitor
maintenance staff productivity.

The administrative assistant of building and grounds could cross reference work orders
produced by the comprehensive work order system with maintenance employee daily work
logs. Through cross referencing work orders with the daily work log, the administrative
assistant of buildings and grounds would be able to do the following:

Monitor and confirm the completion of work orders

Check the length of time required for work order completion

Ensure that maintenance employees are working the entirety of their shift
Supervise field employees more closely

Financial Implication: The cost of a comprehensive facility management system which
providesmodulesfor tracking work orders, utility costs, preventative mai ntenance, employee
time, key and lock management, and afacility database is approximately $5,000 to $15,000.

The following table shows the average base salary for MCSD’ s maintenance staff for FY
1998-99 as well as the staff’s average gross wages for 1998. The base salary weighted
average for maintenance is $28,827. The gross wages weighted average is $35,663, which
is approximately 23.7 percent higher than the base salary weighted average. The table also
shows the average base salary and gross wages for the peer districts and the AS& U Region
5 average.
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Table4-11: Maintenance Department Salaries

FY 1998-99 Differenceasa
Average Base 1998 Average Per centage of

Position Salary Gross Wages Base Salary
Grounds $27,838 $42,415 52.3%
Maintenance $29,322 $32,288 10.1%
MCSD Weighted Average $28,827 $35,663 23.7%
Peer Districts:

-Alliance? $33,226 $33,436 0.6%

-Barberton $29,766 $32,680 2 9.7%

-Mansfield $30,367 $30,786 1.4%
Peer District Average $30,547 $33,141 8.9%
Difference ($1,720) $2,522 14.8%
AS& U Region 5 Average $31,221 N/A N/A
Difference ($2,394) N/A N/A

Sour ces: MCSD treasurer’s office; payroll department; peer districts
! Base and gross wages based the average of all custodial salaries. The information was confirmed by the treasurer.
2The gross wages are for 1997.

F4.22 While MCSD’ s base maintenance salary is the lowest of the peers, excessive overtime has
caused the district’s gross maintenance salaries to be the highest of the peer districts. The
majority of overtime was accrued by grounds keepers and the stadium maintenance worker
and can beattributed to snow removal beforethe school day and stadium cleaning after Friday
games. Grounds keepers grossed approximately 1.5 times their base salary in FY 1998-99.

F4.23 District records for FY 1998-99 show maintenance and grounds employees were paid
approximately $61,500 in overtime. Maintenance and grounds employees are paid overtime
for all hours work in excess of 8 hours in one day. The maintenance employees usually
accrueovertimefor emergency repairs; groundsemployeeschargeovertimefor snow removal
before the school day and stadium cleaning on Saturdays. Table 4-12 contains overtime
expenditures for MCSD and the peer districts for FY 1998-99. MCSD’ s grounds keeping
overtime cost are over 15 times higher than the next highest peer district.
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Table4-12: FY 1998-99 M aintenance Overtime Expenditures by District

Number of Total Total Amount of Overtimeasa
Full-Time Maintenance | Maintenance | Overtimeper Full- Per centage of
District Tradesmen Salaries Overtime Time Tradesmen Salaries
Massillon 9 $192,340 $61,500 | maintenance $2,966 maintenance 1.4%
grounds $14,577 grounds 31.9%
Alliance 5 $160,780 $1,049 $209 0.6%
Barberton 10 $192,468 $2,846 $285 1.5%
Mansfield 9 $239,025 $4,666 $518 2.0%

Sour ces: Treasurer’s office; peer districts
! The total includes 6 maintenance employees and 3 grounds employees.

R4.10 MCSD should monitor overtime usage and the reasons for its use and consider alternatives
to reduce maintenance staff overtime, particularly in the grounds keeping and stadium
maintenance functions. Tracking overtime expenditures and documenting thereason for their
occurrencewill alow thedistrict toidentify areaswhereefficiency improvements can bemade
and help keep the department’s operationa costs in line with its established budget.
Alternatives to overtime usage include the following:

The district should consider privatizing the snow remova function of the grounds
crew to reduce costs and increase efficiency.

MCSD should consider an aternative similar to the practices used in Mansfield City
School District to reduce overtime expendituresfor stadium maintenance. Mansfield
City School District has developed a method to avoid the cost of stadium cleaning
through using laborers from the juvenile detention center to clean the stadium on
Saturday mornings.

The district should investigate the potentia to institute flex-time or altering the days
and shifts of grounds keepers during the next round of contract negotiations. Using
amore flexible schedule would allow the district to avoid overtime costs for snow
removal. Changing the workdays of the stadium caretaker would avoid overtime
usage during Saturday stadium cleaning.

Financial Implication: If the district reduced grounds crew overtime expenditures by 50
percent, thedistrict could save approximately $30,000 in annual overtime costs. If thedistrict
reduced overtime to levels comparable to the peer districts (1.3 percent), the cost savings
would be approximately $60,000.

Facilities

4-24



Massillon City School District

Performance Audit

Contractual Issues

F4.24 The following table compares selected MCSD contractual issues and practices to the peer

districts.

Table 4-13: Comparison of Contractual |1ssuesand District Practices

and 2 paid 10 minute
breaks

lunch and 2 paid 15 minute
breaks

and 2 paid 10 minute
breaks

Issue Massillon Alliance Barberton Mansfield
Length of Scheduled 8 hours 30 minutes, with a 8 hours and 30 minutes, 8 hours 30 minutes, with a 8 hours 30 minutes, with a
Work Day 30 minute unpaid lunch with a 30 minute unpaid 30 minute unpaid lunch 30 minute unpaid lunch

and 2 paid 10 minute
breaks

Actual Work Time

7 hours and 40 minutes

7 hours and 30 minutes

7 hours 40 minutes

7 hours 40 minutes

Staffing Level The district The district The district The district

Deter mination

Calamity Day Work Not specified in contract Employees required to Workers required to work Head custodians are

Requirement work arecaledin as are called inindividually required to work. Optional
needed by the Operations by the Business Manager for the rest of the custodial
Supervisor staff

Compensation for
Working on a Calamity
Day

Employees required to
work receive compensatory
time off to be taken at the
direction of the
administration before the
beginning of the following
school year.

Employees called in to
work are paid time and a
half for all hours worked.

Employees called in to
work are paid double time
and a hdf for al hours
worked.

Regular rate of pay for
hours worked plus
compensatory (comp) time.
Employees who work 2-4
hours receive 4 hours comp
time. Employees working
over 4 hours receive hour
for hour comp time.
Employees working over 8
hours are eligible for
overtime.

Use of Custodial
Substitutes

Not specified in contract

Y es, as needed

Y es, when required

Y es, when available

Minimum Call-In Pay

2 hours

Minimum 1 hour

3 hoursif custodian is
recalled after conclusion of
normal work day

2 hours

Evaluation Process and
Frequency

Not specified in contract

Not specified in contract

Employee is evaluated by
superior on an annual basis.

Principals annually
evauate custodians. Head
custodians provide input
into the process.

Basis For Promotion

Greatest level of
departmental seniority and
ability to perform services
required as determined by
the administration.

Test (if required),
efficiency, experience and
training, work record and
seniority

Seniority, qualifications,
and ability to perform the
job

Test, interview, experience
and training, work record
and seniority

Ability to Subcontract

Not specified in contract

Not specified, not
permitted under union
agreement.

Work normally performed
by staff may not be
performed by outside
contracting, except to the
extent such work has been
performed in the past.

Permissible after discussion
in Labor Management
Committee

Sour ce: District labor agreements

Facilities
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Current district call in and calamity day policies do not allow opportunities for additional
maintenance and repair work during hours when the district’s buildings are unoccupied.
Custodial and maintenance employees are guaranteed two hours of work when called in for
emergencies or after the end of their normal work day. Although two hours of pay is
reasonable for emergency call-ins, the district could not demonstrate that two hours of work
were available for the employee to perform.

Custodians and maintenance workers are also guaranteed compensatory time if caled in to
work during calamity days. The union agreement does not specify a calamity day work
requirement and the mgjority of maintenance and custodial employees are not called in to
work.

Thedistrict should ensure that employees called in to work after normal work hours perform
at least a full two hours of work. Also, the district should, during the next round of
negotiations, seek to change the calamity day policy to aregular work day for maintenance
and custodial employees. When employees are called in to work after the end of the normal
work day or for emergency repairs, the district should ensure that, during the call in period,
the employee performstwo full hours of work. The administrative assistant of buildings and
grounds or his designee should have available necessary or preventative maintenance tasks
that might be completed during the call in period.

Furthermore, by changing calamity days to regular work days for maintenance and custodial
employees, the buildings and grounds department workers will be ableto perform preventive
maintenanceand repairsin an uninterrupted setting. Several critical tasks, such asboiler repair
and maintenance, could be performed on calamity days during periodswhen the buildingsare
not occupied by students and teachers. Considering the condition of several of MCSD’s
facilities, additional repair work during each call in period and during district calamity days
could markedly improve the condition of some buildings.

The custodians do not receive performance evaluationson aregular basis. The union contract
does not addressthetopic of eva uationsin any form. Though eval uations have been provided
to employeesin the past on asporadic basis, the department currently has no plansfor annual
evaluations.

All employees should receive aperformance eval uation at least annually. Evaluations provide
employeeswith feedback on areasto bring about professional improvement. MCSD may want
to consider having evaluations for custodial personnel conducted, in part, by the building
principal. Doing so, would reduce the burden on the administrative assistant of buildingsand
grounds while retaining the valuable input of building principals. Regular evaluations are
important to:
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I Ensure employees receive clear feedback on areas for improvement and to identify
and document disciplinary problems

Provide evidence about the quality of the employee’ s performance

Improve efficiency and effectiveness of the employeesin carrying out the tasksfound
in the job description

Improve employee morae

Monitor an employee’ s success and progress

When a vacancy occurs or a newly created position is established within a classification or
assignment, the opening is posted for five days. Any éligible bargaining unit member may
apply for the vacancy inwriting to the administrative assistant of buildingsand grounds. The
administration considers the two applicants who have the highest classification seniority and
who have the properly ability to perform the services required as determined by the
administration. The administration awards the posted position to one of the two individuals
within 15 working days following the prescribed posting period. If no one bids on the
position, the district hires a person through the Civil Service Commission. The process used
by MCSD to fill vacancies limits management’ s efficiency and flexibility in making staffing
decisions.

When hiring and promoting classified personnel, MCSD should consider adopting a testing
and screening process to identify qualified candidates. Using established testing criteriato
hire and promote classified personnel helps ensure that the individuals are qualified and are
knowledgeable of the skills required for the position. Individuals should not be promoted
solely because of their seniority but rather, for their qualifications and competency.

Facilities Planning and Management

F4.28

F4.29

F4.30

MCSD consistsof 15 facilitiesencompassing atotal of 782,818 squarefeet. Theaverageage
of the school buildingsis about 45 years. The middle school buildings are the oldest at 76
years old, three elementary school buildings are between 60 and 61 years old, and the other
four elementary school buildings are between 33 and 44 years old. The high school, which
was built in 1990, is the most recently constructed school building in the district.

The Ohio Public School Facility Survey of 1990, published by the Ohio Department of
Education (ODE), estimated the cost to repair and upgrade MCSD'’s facilities to state
minimum standards and codes for health and safety would be $44.7 million: $11.6 millionin
repairs, $27.6 million in new buildings and $5.5 million in additions to bring the buildings up
to minimum standards and codes.

In July 1997, the Ohio Legidative Budget Office (LBO) updated the figures from the 1990
survey. To perform the analysis, LBO used data provided by the ODE. The data included
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the results of the 1990 survey and an on-site review of seven of the poorer districts in the
state used to update the 1990 data for those districts. The review of the seven districts
showed the cost to upgrade the facilities in those seven districts had risen by afactor of 1.97
since the 1990 survey was completed. LBO then applied the 1.97 factor to 60 to 70 of the
poorer districts in the state. A factor of 1.50 was arbitrarily applied to Massillon and the
remaining districts. LBO subtracted the total capital outlay expenditures reported by each
district for FY 1989-90 through FY 1995-96 to produce its updated cost estimates. LBO’s
current cost estimate for MCSD to update the district’s facilities is $58.5 million.

F4.31 The district performed a buildings and grounds assessment in 1995 which was revised and
updated in February 1999. Although the plan assigns priorities to each task and categorizes
projects by type of work and building to ensure the most critical repair work is completed as
funds become available, the plan lacks detail and has not been fully implemented.

The 1995 facilities assessment, performed by a variety of private contractors and the Harris
Day architectural firm showed severa areas in each facility needing major repairs. General
repairs and costs are listed below.

1 Electrical repairsincluding rewiring, lighting retrofits,and HV AC wiring: $2.4 million
! Roof improvements at 12 facilities: $1.1 million
! Asphalt resurfacing at 11 facilities: $552,559

These facilities needs were reiterated in a 1997 citizen’s report to the Massillon Board of
Education which recommended funding the repairs through a set-aside account. Additional
facilities needs were highlighted in 21998 school district planning study conducted by Lesko
Associates and Harris Day Architects.

F4.32 Despitethe 1995 facilities assessment, the lack of facility maintenance during the past twenty
years has dramatically impacted theintegrity of district facilities. MCSD has not made timely
decisions about facilities needs. Repairs are performed on an ad-hoc basiswithout adirected
plan. Allocations of resources to maintenance repairs have been minima and have not
addressed critical facility needs. Deferred maintenanceissuesand their corresponding impact
include:

Delayed roof repairs led to damaged ceilings and floors.

Postponed boiler maintenance has contributed to high cost boiler repairs. For
example, the high school boilers, installed in 1990, required door replacements in
1999 dueto cracked refractors. Timely boiler maintenance could have prevented the
need for new boiler doors and refractors.

L eaking stem pipes have caused considerable damageto floorsand wallsinthemiddle
school buildings.
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I Deferred asphalt repairs caused structural damage in the basement rooms of
Longfellow Middle School.
I Most recommendations in the facilities assessment have not been addressed.

MCSD uses revenue from the general fund to pay for the maintenance and operation of the
district’s facilities. Asshown in Table 4-14 the genera fund provides approximately $3.4
million annually to pay for custodial and maintenance salaries and benefits, supplies and
materias, purchased services, and capital outlay. Revenue from the general fund isaso used
to finance capital improvement projects. Anincrease in general fund expendituresfor capital
improvementsis necessary to fulfill the critical facility needs of the district aswell asthelegal
requirements of H.B. 412. Table 4-14 compares MCSD’s FY 1998-99 general fund
maintenance and operations facilities-related expenditures in terms of cost per square foot.

Table 4-14: 1998-99 General Fund M& O Expenditures per Squar e Foot
AS& U
Expenditure Peer Region 5
Massillon® | Alliance | Barberton | Mansfield Average Average
Custodial Salariesand
Benefits $1.55 $1.83 $1.94 $1.34 $1.67 $1.43
Maintenance Salaries
and Benefits $0.47 $0.42 $0.96 $0.33 $0.55 $0.33
Pur chased Services $0.25 $0.18 $0.95 $0.04 $0.35 $0.67
Utilities $1.41 $1.28 $1.12 $0.81 $1.16 $1.07
Supplies/ Materials $0.64 $0.20 $0.34 $0.17 $0.34 $0.29
Capital Outlay $0.05 $0.08 $0.75 $0.00 $0.22 N/A
Other $0.04 $0.01 $0.00 $0.00 $0.01 N/A
Total M&O Budget $4.41 $3.99 $5.38 $2.69 $4.12 $3.79
Total M& O Budget as %
of District Budget 13.1% 13.2% 11.8% 8.6% 11.7% 9.2%

Sour ces: MCSD treasurer’s office; peer districts; 1998 AS& U Maintenance & Operations Cost Study
! Based on total footage of 782,818 square feet.

F4.34 MCSD spends approximately 13 percent of itstotal budget on maintaining and operating its

facilities, which is more than Barberton or Mansfield and approximately equal to Alliance.
MCSD’s overall expenditures per square foot are the second highest of the peer districts.
MCSD has the second lowest custodial salaries and benefits but the highest utility costs and
supplies expenditures. However, the district’ s poor alocation of maintenance and operating
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resources has limited returns. High utility cost and supplies expenditures are directly related
to the poor maintenance practices exhibited in the district (see F4.32, F4.50).

H.B. 412 requiresschool districtsto establishfinancial set-asidesfor critical educational items
including textbooksand capital improvements. InFY 1998-99, districtswereto begin phasing
inthese set-asides with two percent of their general fund revenue dedicated to each set-aside
category. General fund revenue is defined as property taxes, other than homestead and
rollback, and basic state foundation aid. The required set-aside amount increases to three
percent in FY 1999-2000 and beyond. The FY 1999-2000 forecast identifies $1,221,000 in
general fund revenue required for capital improvement set-asides. In FY 2000-01, $794,000
isto be set aside. The required set aside increases to $850,000 by FY 2003-04. For further
analysis of the capital improvement set asides, see the financial planning section of this
report.

MCSD does not have a comprehensive long-range facilities plan to address its present and
future facilities needs. Although the district’s 1995 facility assessment and update provides
some guidance, the plan has not been translated into a district strategy (see F4.31).

Thedistrict has not produced a plan to guide annual and preventive maintenance or articul ate
long term facilities goals, such as new buildings and additions. Although district
administrators have devel oped some preliminary plansfor futurefacilities, thetypesand costs
of these new buildings or additions have not been investigated or communicated to the
community. Annua maintenance efforts continue to be haphazard and generally reflect stop-
gap measures in crisis situations. The lack of preventive maintenance has caused district
facilities and equipment to exhibit excessive wear and tear uncharacteristic of the age of the
buildings and equipment (see F4.32).

The district should develop a comprehensive long-range facilities plan to encompass annua
and preventive maintenance and long-term facility plans. MCSD should revise the 1995
facilities study to include the most important repairs based on the current condition of the
district’ sbuildings. Using thefacilitiesstudy, thedistrict should devel op acomprehensiveplan
which contains:

1 An annual maintenance plan detailing by year the types of work to be performed and
the funds allocated to each project. The annual maintenance plan would alow the
department to more effectively allocate time and resources to critical aress.

An ongoing preventive maintenance plan for each of the district’ sfacilities. The plan
should identify tasks and stipulate the frequency of projects. An effective preventive
maintenance program can reduce overtime, energy consumption, maintenance and
capital expenditures, and work orders, and improve worker productivity by
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maintaining district infrastructure rather than responding to breakdowns and
emergencies.

Facility evaluations, capital improvement needs, enrollment projections, and capacity
and space utilization analyses to guide long-term plans and shape the space needs of
future generations of students.

Historical information about the district’s demographics and community
characteristics to assist in projecting the impact of long term socioeconomic trends.

Educational programs, goals, and practicesto coordinate the needs of educatorswith
the facility plans of the district administration.

Animplementation plan and budget which includesfunding sourcesand an evaluation
process to guide facility spending and help anticipate funding needs.

When devel oping the plan, the district should obtain input from avariety of sourcesincluding
design professionals, community groups, business representatives, parents, teachers,
administrators, and students. The plan should be updated on aregular basis and adjusted for
factors such as housing starts and shiftsin employment, which could impact the district. The
district should use the long range facilities plan to communicate funding requirementsto the
board and voters.

Based on the Ohio School Facilities Commission target date, the district is scheduled to
receive School Classroom Assistance Fund funds through the State in 2005. Classroom
Assistance Funds, provided through the Ohio School Facilities Commission, require districts
to raise matching dollars to fund building operations. In addition, the Commission requires
gpecific planning documents to ensure the district has adequately planned to maintain its
facilitieslong term (see R.4.14).

Because the district will receive facility funding in 2005, it should use the facilities plan to
determine which buildings require long term repairs versus those that will be replaced after
2005. Since MCSD plansto close at least two of the oldest facilities and replace them with
additions or new buildings, the district should exclude major repairs to these buildings from
the facilities plan. In addition, the district should develop long range plans based on the
anticipated levels of funding to be provided by the state. The district should ensure that all
plans are consistent with the expectations and requirements of the Ohio School Facilities
Commission.

The district does not have a permanent improvement levy to fund capital expenditures. As
noted previousy, MCSD has deferred maintenance on its facilities and allowed significant
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deterioration to develop. MCSD passed a bond issue in 1988 to finance the construction of
Washington High School. All other capital improvements have been funded through the
genera fund with some supplemental funding raised through grants. Approximately $41,828
was spent on capital improvements in 1998-99 and an additional $462,375 general fund
expenditure is planned for FY 1999-2000. As shown in Table 4-15, Massillon is the only
peer district that has not passed a permanent improvement levy to help maintain itsfacilities.
While the district spends more general fund maintenance dollars per square foot than the
peers, MCSD dedicates only $0.05 per square foot to capital improvements. The prevalence
of permanent improvement levies in other districts allows the peers to dedicate a larger
portion of fundsto capital maintenanceandimprovements. Table4-15illustratesthedistricts

total facilities related expenditures per square foot.

Table4-15: FY 1998-99 Total Facilities Related Expenditures per Squar e Foot

Peer
District
Massillon | Alliance Barberton | Mansfield Average?
Total permanent improvement levy $0.00 $328,414 | $1,442,175 | $1,151,764 $974,118
(PIL) revenue generated in FY 1997-
98
PIL revenue used to finance facilities $0.00 $398,612 | $1,300,053 $936,120 $878,262
related capital improvements
PIL facilitiesrelated expenditures $0.00 $0.52 $2.45 $0.68 $1.22
per square foot
Total general fund M& O $4.36 $3.99 $5.38 $2.69 $4.47
expenditures per square foot
Total facilitiesrelated expenditures $4.36 $4.51 $7.83 $3.37 $5.38
per square foot

Sour ces. BCSD treasurer’s office; peer districts

! Massillon is not included in the peer averages related to permanent improvement levy expenditures.

R4.16 Facility maintenanceand capital repairs must become animmediate priority within the district

to provide a safe learning environment for students. The district should begin by allocating
sufficient revenue from its general fund to ensure short-term, critical capital needs are
addressed as soon as possible.

Because the Ohio School Facilities Commission funding requires matching funds from local
dollars, thedistrict should also begin planning how it will establish adedicated revenue stream
to fund long-term capital projects. In addition to the required matching funds, the district
must pass a one-half mill levy, the revenue of which must be used for long-term facilities
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F4.39

R4.17

F4.40

F4.41

R4.18

F4.42

maintenance. One way to provide such funding would be to place on the ballot a permanent
improvement levy for maintenance and repairs and a bond issue to generate matching funds
for construction. Additional funding, when combined withthecapital planning process, would
provide both the blueprint for showing how the district plans to spend the permanent
improvement funds as well as the means to address the most critical capital needs.

Thedistrict hasreceived several large donationsover the past ten yearsto support the athletic
program. Donations have been used to purchase and install new turf on the football field and
to renovate the stadium locker rooms and coaches' offices. Thesefundsare often giventothe
district through private donors. The donors provide the funds conditionally and require
MCSD to spend the funds on specific projects, such as the football stadium renovations.
Similarly, the Massillon Tigers Football Boosters have invested sizeable amounts in the
district’s sports programs and facilities. Though donations have enhanced district sports
facilitiesand will, in the future, allow additionsto the sports complex, the funds do not cover
upkeep of the structures, maintenance workers salaries, or maintenance equipment costs.

Donations should be considered asaportion of the capital planning process. Before accepting
restricted privatefundsor materials, thedistrict should examineany potential costsassociated
with the donation. If the district is unable to afford the stipulations of donation agreements,
MCSD should consider refusing the donation.

In July 1997, the Ohio School Facilities Commission initiated agrant program to make funds
available to school districts for emergency repairs to heating systems, floors, roofs, exterior
doors, emergency exit lighting, fire darms systems, water supplies and other critical areas.
The maximum grant available per district through this program was $500,000. MCSD
received $266,615 to help pay for two projects. fire alarm system improvements and egress
lighting at the elementary and middle schools.

The district attempted to secure additional alternative facilities funding through the
Exceptional Facility Needs Pilot Program in March, 1999. MCSD’s application, while
meeting the criteria of the program, was not among the small number of districts selected for
the program.

Given the large volume of capital needs in the district, MCSD should apply for and use the
full amount available through al grant programs. By limiting repairs, the district failed to
receive approximately $233,400 from the Ohio School Facilities Commission grant program.
Failure to apply for al available facilities funds impedes the district’s ability to care for its
infrastructure (see F4.32, F4.55, R4.24).

In the last 10 years, MCSD’ s student population has increased by 100 students. According
to Table 4-16, the student population grew annually from the 1990-91 school year until the
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1993-94 school year, when enrollment reached itspeak. Enrollment hasfluctuated intheyears
since the 1993-94 school year, reversing most of the increase. The head count datain Table
4-16 contains al students enrolled in MCSD.

Table 4-16: Head Count History

School Year Head Count Per cent Change From Prior Year
1989-1990 4,729 N/A
1990-1991 4,829 2.11%
1991-1992 4,913 1.74%
1992-1993 4,937 0.49%
1993-1994 4,999 1.26%
1994-1995 4,839 (3.20)%
1995-1996 4,793 (0.93)%
1996-1997 4,923 2.69%
1997-1998 4,807 (2.36)%
1998-1999 4,829 0.46%

Sour ce: EMIS enrollment report

F4.43 Whilethe district uses year end enrollment and ODE projections to determine future student
populations, the district has not developed long-range student enrollment projections of its
own, akey component of acomprehensivefacilitiesplan (see R4.14). Enrollment projections
areessential for determining the appropriate number of school buildingsneeded and are useful
in estimating staffing needs, projecting state funding, and developing five year financial
forecasts. Fluctuations in actual enrollment versus ODE projections were attributed to open
enrollment. The district benefitted from an influx of students under the open enrollment

policy.
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Table4-17: ODE 10-Year Enrollment Projection

School Year Projection Per cent Change From Prior Year
1999-2000 4,851 N/A
2000-2001 4,787 (1.32)%
2001-2002 4,730 (1.19)%
2002-2003 4,700 (0.63)%
2003-2004 4,641 (1.26)%
2004-2005 4,600 (0.88)%
2005-2006 4,586 (0.30)%
2006-2007 4,538 (1.05)%
2007-2008 4,532 (0.13)%
2008-2009 4,504 (0.62)%

Sour ce: ODE, Division of Information Management Service

F4.44

F4.45

Thedifferencebetween MCSD’ sFY 1999-2000 October head count (4,752 students) and the
FY 1999-2000 ODE projection is 99 students or two percent. The two percent differencein
the district’s October head count and the ODE projection indicate a reliable trend, but a
potentialy inflated projection. ODE is projecting the district’ s enrolIment to decline by 0.82
percent annually, losing atotal of 347 students by FY 2008-09.

The district should develop its own enrollment projections as part of the comprehensive
facilities plan recommended in R4.14. The methodology adopted should factor in live birth
data, historical enrollment and a grade-to-grade survival ratio. Enrollment projections are a
valuable planning tool and, to ensure accuracy, projections should be updated annualy. The
district should develop its own projections because the ODE projections do not encompass
al potentia factors and may be unreliable. District enrollment projections could be used by
MCSD to:

Project the amount of state funding to be received
Complete financial forecasts

Determine the number of teachersto hire or retain
Evaluate building usage and capacity

The district has not examined building capacity and utilization. Based on the assessment
performed by the Auditor of State’ soffice, MCSD studentsare currently occupying about 81
percent of the school buildings capacity, as shown in Table 4-18. The district has excess
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capacity in the elementary, middle and high school s based on the current configuration of the

buildings.

The capacity analysis shown in Table 4-18 was developed using a standard methodology
often employed by educationa planners and other school districts. The capacity for the
elementary school buildingsis calculated by multiplying the number of regular classrooms by
25 students and the number of special education classroomsby 10 students. Classroomsused
for music, art, and computer labs are excluded from the number of rooms used in the
calculation. The capacity in the middle and high schools is calculated by multiplying the
number of teaching stations by 25 students and then multiplying the product by an 85 percent
utilization factor. Each school’s current capacity is shown in the Table 4-18.

Table 4-18: Capacity Analysis

Y ear Building 1998-99 Over/(Under)
School Built Capacity Headcount Capacity Per cent
Elementary School (7):
Bowers(grades K-5) 1964 295 225 (70) 76.3%
Emerson(grades K-5) 1938 325 250 (75) 76.9%
Franklin(grades K-5) 1955 550 381 (169) 69.3%
Gorrell (grades K-5) 1956 510 450 (60) 88.2%
Smith(grades K-5) 1966 370 328 (42) 88.6%
Whittier (grades K-5) 1939 500 451 (49) 90.2%
Y ork (grades K-5) 1939 310 189 (121) 61.0%
Total Elementary Schools 2,860 2,274 (586) 79.5%
Middle School (2):
Longfellow(grades 6-8) 1925 489 522 33| 106.7%
Lorin Andrews(grades 6-8) 1925 659 556 (103) 84.4%
Total Middle Schoal 1,148 1,078 (70) 93.9%
High Schools (1):
Washington High 1990 2,061 1,549 (512) 75.1%
Total High School 2.061 1.549 (512) 75.1%
Overall Total 6.069 4901 (1,168) 80.8%

Sour ces: MCSD business office; EMIS report

FA4.46 AsTable 4-18 indicates, the overall capacity of the district’s schools was calculated to be
6,069 students:. 2,860 in the elementary schools, 1,148 inthe middle schools, and 2,061 inthe
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high school. Thedistrictiscurrently operating at 80.8 percent of total capacity. Based onthe
current district capacity and the 2008-09 enrollment projection, MCSD will be operating at
only 74.2 percent of total capacity in 2008-09, a 6.6 percent decrease. Using the highest
enrollment projectionin Table 4-17 and the overall capacity shownin Table4-18, Massillon
facilitieswill be under capacity by 1,218 studentswhen enrollment isat its projected peak (FY
1999-2000). Based on the actual FY 1999-2000 headcount, MCSD’s facilities are under
capacity by 1,317 students or 21.7 percent.

The district should consider consolidating the elementary student population into the newer
school buildings. Considering the current configuration of the schools and the projected
decrease in enrollment, MCSD could potentially close one elementary school. Asenrollment
declines, additional closures may be possible.

Also, building capacity and utilization should be reviewed periodically in conjunction with
enrollment projections to determine the appropriate number of school buildings needed to
house current and projected student popul ations. An enrollment projection methodology that
accounts for the district’ s needs and educational programs should be adopted by the district
and used to determine school building capacity at least every two to three years.

Financial Implication: Based on 1998 data, the district has the potential to save up to
$175,000 in annual maintenance and utility costs through the closure of one e ementary
school building. Additional savings of $89,000 may be realized through staffing reductions
of one principal, one secretary and one custodian in association with consolidation efforts.

Energy Management and Automated Controls

F4.47

F4.48

Thedistrict’ sfire alarm and security systems, even in the new high school, are not integrated
withtheboiler controlsor security system. Theaarm and security systemsdo not incorporate
cost saving technology to monitor critical building systems. Areas directly impacted by the
antiquated security technology are listed below.

Boiler controls are outdated and require direct monitoring by fireman custodians.
Security and custodial personnel patrol the high school during the week and on the
weekends to monitor freezer temperatures and check for water leaks.

Custodial employees perform year round building checks on Saturdays, Sundays, and
holidays to make sure the equipment is functioning properly and to ensure the
building is secure.

In addition, security alarms are rarely set as alarge portion of the district’s employees have
key access to the buildings on evenings and weekends. The district has not made attempts to
limit building access and records of key holders have not been maintained. According to the
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F4.50

F4.51

administrative assistant of buildings and grounds, security patrols are necessary to ensure the
physical security of the schools during business hours.

The security personnel work an eight-hour shift Monday through Thursday, two eight-hour
shiftson Friday and Sunday, and three eight hour shiftson Saturday. Purchased services costs
of security patrols cost the district approximately $55,000 each year. Custodia personnel
work two hours of overtime each weekend to perform building checks. Overtime costs for
building checks cost the district approximately $36,000 annually. MCSD has substituted
personnel costs for more cost effective security system upgrades.

Thedistrict should consider implementing anintegrated firealarm, boiler control and security
system. MCSD should incorporate freezer temperature alarms and motion sensors into an
integrated alarm system and restrict the number of people who have access to district
buildings during non-business hours. Security patrols should be eliminated and building
checks should bereduced to include water pipe checksduring only the coldest winter months.

Financial Implication: If the district entered into afive year lease purchase agreement for
new security equipment, it would cost approximately $119,000 to $150,000 for five years
based on cost estimatesin Warren City School District. After the equipment ispaid off, it will
cost the district approximately $12,000 each year for monitoring fees. The cost of
implementing a new system would be offset by a reduction in the annual cost of building
checks ($27,000) and security patrols ($52,000). After theinitial purchase of the equipment,
the district could save $ 79,000 in annual overtime and purchased services costs. Assuming
an annual cost of $135,000 for five years, the payback period for a security system upgrade
would be approximately 8.4 years.

MCSD spends $1.41 per square foot in utility costs, 18 percent more than the peer average
(see Table 4-14). Based on the Commercial Buildings Energy Consumption Survey, a
national survey of energy related consumption and expendituredata, thedistrict’ stotal energy
costs should range from $0.75 to $1.11 per square foot. Though past neglect of the facilities
contributes to the high utility costs, the district has not implemented energy conservation
programs, enrolled in an electrical energy cost savings programs, or used H.B. 264 funds to
lower energy costs.

The district has not implemented an energy conservation program. During the 1970s,
Massillon implemented an aggressive educational campaign to reduce energy costs. The
program fell into disuse and like programs have not been attempted in the interim.

The district should implement an energy management program to lower utility costsin each
school building. Energy management programs, such asthe oneimplemented in Middletown-
Monroe City School District, havethe potential to savethedistrict 10 to 20 percent on annual

Facilities 4-38



Massillon City School District Performance Audit

F4.52

F4.53

Q
N
w

FA4.54

utility bills. Middletown-Monroe City School District contracted with Energy Education, a
management consulting firm from Wichita Falls, Texas, to decrease energy consumption in
the district. The contract stipulated that the district will, through utility cost avoidance,
refunds or rebates, save an amount equal to or greater than Energy Education’s fee. If the
target savingswere not achieved, Energy Education would reimburse the district the amount
of any difference. Middletown-Monroe saved $181,000 in thefirst seven months of FY 1997-
98.

Financial Implication: Through the use of an energy management program, such asthe one
used in Middletown-Monroe, MCSD has the potential to save between $111,000 and
$221,000 annually in utility costs based on FY 1998-99 utility expenditures. The annual cost
of Energy for Education’s servicesis approximately $102,000 based on atwo year contract.

Ohio Edison offered MCSD the opportunity to enter into the Energy for Education Program,
adiscount electricity program, in FY 1996-97. Ohio Edison estimated the district would save
approximately $54,000 in electrical energy costs per year during each year of participation
in the program. A representative from Ohio Edison indicated the district declined to
participate for several reasons including concerns about the length of the contract and
potential savingsthrough deregulation. According to Ohio Edison, thedistrict istill eligible
to participate in the program.

MCSD should take advantage of the electricity savings program which would increase
funding available for educational and facilities-related programs. Though deregulation is
anticipated to reduce electrical rates by approximately 5 percent, the Ohio Edison program
offersa 10 percent annual savings. Thedistrict could anticipate a savings of between $27,000
and $54,000 annually through the Energy for Education program.

Financial Implication: Through the Energy for Education Program, MCSD could save an
additional $27,000 to $54,000 annually.

Due to deregulation of the gas industry, school districts can purchase gas from any supplier
and pay the local utility to transport the gas. Massillon purchases deregulated gas through
Power Resources. The district calculated the total gas savings of $45,577 for FY 1995-96
through FY 1997-98.

By taking advantage of the deregulation of the gas industry, the district has decreased its
utility expenditures and increased funding available to support other educational or facilities-
related programs.

In 1985, the state legislature passed H.B. 264 which authorizes school districtsto issue debt
without voter approval to finance capital projectswhich produce energy savings. The savings

Facilities 4-39



Massillon City School District Performance Audit

F4.55

generated through the projects should equal or exceed the project cost. The law also states
that, aslong as H.B. 264 debt remains outstanding, the board of education must monitor the
energy consumption for the buildings in which modifications were made. The district must
maintain and annually update areport documenting the reductionsin energy consumptionand
the resulting operational and maintenance cost savings. The report is to be certified by an
architect or engineer who isindependent of the parties which provided the goods or services
under the H.B. 264 project. Theresultant savingsarethen to be certified by the school district
treasurer.

Massillon investigated the potential of using H.B. 264 funds for boiler replacement, roof and
insulation replacement and lighting upgrades in FY 1998-99. Ohio Edison was contacted to
assessthe costs of repairs and to determine funding sources availableto the district. After the
failure of the May 1998 emergency operating levy, the district discontinued research on the
project. Though Ohio Edison remainsinterested in the project, the district has not devel oped
atimelinefor implementation. Thedistrict’ shigh utility costsare directly related to outdated
boilers and lighting equipment.

Thedistrict should further explorethe use of H.B. 264 fundsto finance capital improvements
that produce energy savings. Through using H.B. 264 fundsto finance capital improvements,
the district could realize substantial savings in electrical and gas costs. The district should
obtain proposal sfrom contractorstoidentify prospectiveareasfor energy conservation. Some
energy conservation measures the district should follow through on include:

! Lighting upgrades
Boiler replacement
1 Roof, door and window replacements

Upgraded equipment and the increased use of technology associated with some H.B. 264
projects has the potential to create savings in personnel and energy costs. The estimated
payback for lighting upgrades, cal culated through electrical cost savings, isapproximately 18
months. Modernization of the heating systems would alow the district to discontinue
additional costsfor firemen custodians and lower utility costs through improving natural gas
consumption levels (see F4.1, F4.50).
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Financial I mplications Summary

The following table represents a summary of the annual cost savings, annual cost avoidance and
implementation costs for the recommendations in this section of the report. For the purpose of this
table, only recommendations with quantifiable financial impacts are listed.

Summary of Financial Implicationsfor Facilities

Recommendation Annual Cost Annual Cost Implementation Costs
Savings Avoidance

R4.1 Hire a custodial supervisor and promote $45,000 - $49,000

three custodians to head custodian (Annual Cost)

R4.2 Implement a training program. $5,000 - $6,250

(Annual Cost)

R4.4 Reduce custodial overtime expenditures. $69,000 - $133,000

R4.5 Hire one additional maintenance $38,000

employee. ((Annual Cost)

R4.6 Purchase a new John Deer tractor and a

3/4 ton snow plow ready pick-up truck under

the state contract. $31,200

R4.7 Reduce the grounds crew staff by one

employee. $36,400

R4.9 Purchase automated work order system. $5,000 - $15,000

R4.10 Reduce maintenance overtime

expenditures. $30,000 - $60,000

R4.20 Close one elementary school building. $264,000"

R4.21 Implement a new security system. $79,000 $131,000 - $162,000
(Annual Cost for 5 Years)

R4.22 Implement an energy savings program. $111,000 - $221,000 $102,000

R4.23 Enroll in the Energy for Education

Program. $27,000 - $54,000

Total $537,400 - $768,400 $79,000 $357,000 - $403,450

! Savings do not include capital costs avoided by closing one school.

Estimates by the Ohio L egidative Budget Office placethe capital cost to repair and upgradeMCSD’ s
facilities to the minimum standards and codes for health and safety at $58.5 million.
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Conclusion Statement

Although MCSD hasinvested significant timein assessing the District’ scritica facility maintenance
needs, the absence of agood comprehensive facilities plan has prevented the district from optimizing
available resources. The district has not developed an annual maintenance plan to guide day to day
activities nor has the district implemented recommendations from its facilities study. Preventive
maintenance has not been employed for over a decade and facility infrastructure has suffered as a
result. Thedistrict al'so hasnot developed along-rangefacilitiesplan to addressit’ sfuture needs. The
lack of planning and upkeep has led to increased expenditures and impeded efficiency. The district
should develop basic facilities planning documents to guide the expenditures of the limited capita
resources available to MCSD at thistime.

MCSD custodians maintain 12 percent more average square footage than the peer average. Though
the union contract stipulatesthat custodians are assigned areas to maintain, the size of the areais not
indicated and, therefore, the district is not constrained by this provision. Custodial overtime usage
is high, in part because of weekend building checks and specia events. Custodial workers average
$5,544 in overtime each year. The district should curtail overtime expenditures through purchasing
an integrated dlarm system and implementing higher specia event fees to cover overtime. Also,
custodians often do not have adequate management support to expedite emergency repairs. The
district should consider hiring acustodial supervisor to provide more direct supervision and decision
making.

The physical condition of thedistrict’ sbuildings, neglected for several years, poses substantial repair
obstaclesfor the district’s maintenance workers. It is unclear how much work the maintenance staff
is completing on a daily basis because there is not a system in place to monitor the staff’s
productivity. The administrative assistant of building and groundsis now developing an database to
track productivity. While maintenance employees maintain a high square footage, approximately 73
percent more than the AS& U Region 5 average, high overtime costs negates this savings. MCSD
should consider hiring additional maintenance empl oyeesto addressissuesof annua and preventative
maintenance if the current staff is unable to complete the necessary maintenance tasks.

A substantial portion of overtime costsareincurred by the groundsworkers. MCSD groundsworkers
currently maintain 52 percent less areathan the AS& U Region 5 average. The grounds crew hasthe
potential to be reduced by one employee. In addition, grounds crew workers accrue approximately
$14,577 in overtime each year. Overtime costs are attributed to snow removal and stadium cleaning,
but should be greatly reduced. Grounds keeping equipment is outdated and in poor repair— the
condition of equipment costs the district an appreciable sum in employee time. The district should
either invest in new equipment or privatize the grounds keeping function.
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Thedistrict’ sunion contract with custodial and maintenance workersiscomparableto the negotiated
contracts of the peer districts. MCSD should ensure that, when employees are called in and paid for
two hours of work, the employees perform afull two hours of work. In addition, the administrative
assistant of buildings and grounds should perform annua evauations. During the next round of
contract negotiations, the district should attempt to negotiate achange to the union contract allowing
the district to promote employees based on skills rather than seniority.

Currently, al of the school buildings are operating under capacity. Based on the Ohio Department
of Education’ s enrollment projections and the current configuration of the schools, the closure of at
least one school appears feasible as the student population is projected to decline.

While MCSD has completed some renovation work under the Ohio School Facilities Commission
Emergency Repairs Grant, the district has not taken advantage of H.B. 264 funding to reduce energy
costs. Energy conservation measures have not been employed to reduce utility usage and lower
costs. Although the district is participating in a discounted gas program through Power Resources,
MCSD has not enrolled in the Energy for Education program, which provides electricity at a
discounted rate. Thedistrict’ sutility costsare approximately 18 percent per squarefoot over the peer
average and, through a conservation program, could become an area of large-scale savings.

MCSD must ensure that facility maintenance becomes apriority in the district. The district’ s capital
needs are asimportant asthe need for teachers and supplies. Facility planning must become apriority
to ensure that the district’s considerable capital investment are safeguarded against neglect and to
demonstrate to the community the district’ s understanding of the importance of facility maintenance
as a component of school district management.
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Trangportation

Background

In recent months, the Massillon City School District (MCSD) has made significant revisions to its
transportation policy in response to changing financial conditions. In FY 1998-99, MCSD provided
transportation to students in grades kindergarten to 8 who resided one or more miles from their
designated school of attendance, and to students in grades 9 to 12 who resided one and one-half or
more milesfrom their school of attendance. In August 1999, this policy was changedto reflect state
minimum standards. Under this revision, MCSD provided transportation to students in grades
kindergarten to eight who resided two or more miles from their school of attendance. No
transportation was provided to studentsin grades 9to 12. In December 1999, following passage of
an operating levy, thetransportation policy was changed for asecond time. Under the current policy,
MCSD provides transportation to students in grades kindergarten to eight who reside one or more
miles from their designated school of attendance. No transportation isprovided to studentsin grades
9to 12.

Because MCSD transportation operations have changes significantly since FY 1998-99 as a result
of these policy changes, the analysesin this section of the performance audit are based upon current
departmental operations, staffing and service levels.

Organization Chart

Chart 5-1 provides an overview of the organizational structure and current staffing levels for the
MCSD’ s transportation department.

Chart 5-1: Transportation Department

Transportation Supervisor
a)

Secretary
a>

Mechanics Bus Drivers Bus Monitor
> (€20 (€5)
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Organization Function

The primary responsibility of the transportation department is to provide a safe, efficient and
economica method of transporting students to and from school. MCSD uses the same criteriafor
providing transportation to students who attend either public or non-public schools. The district’s
transportation department operates its own fleet of school buses, providing transportation to all
students in grade kindergarten through eight who reside one or more miles from their designated
school of attendance. MCSD’s current practice is consistent with the recently adopted one-mile
transportation policy for eligible students in grades kindergarten through eight.

Summary of Operations

MCSD operates its own regular and specia education transportation programs, consisting of 22
active buses, 2 vans and 9 spare buses. For FY 1999-00, MCSD vehicles will travel an estimated
198,933 milesand will providetransportationfor approximately 2,023 of thedistrict’ s4,654 students.

Theregular transportation program will carry an estimated 1,700 public and 280 non-public students
daily during FY 1999-00. In addition, MCSD has five non-public students whose parents receive
payment in lieu of transportation. Intotal, transportation serviceswill be provided for approximately
1,985 regular needs students, traveling approximately 149,868 miles at a cost of $576,155. This
represents approximately 84 percent of the estimated total cost to operate MCSD’ s transportation
department for FY 1999-00.

Thespecia education programwill transport approximately 38 studentsdaily in FY 1999-00. District
buseswill carry 17 of the 38 special education studentswhilethe remaining 21 special needs students
will be transported by two board-leased vans. The specia education buses and vans are estimated
to travel 49,065 miles in FY 1999-00 at an estimated cost of $109,470. This represents
approximately 16 percent of the estimated total coststo operate MCSD’ stransportation department
for FY 1999-00.

Combining both the regular transportation and specia education programs, the district will provide
transportation services to approximately 2,023 students at a cost of $685,625 for FY 1999-00.
Approximately 43 percent of thistotal cost, or $293,786, will be funded by the state. State funding
isbased on complex formulas and the district may or may not receive the total amount of funding to
which they are entitled, depending on funding availability at the state level.
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Table5-1. Staffing Levels

Table5-1 indicatesthe staffing levelsfor the MCSD transportation department during FY 1999-00.

Number Full-Time

Position of Employees Equivalents
Transportation Supervisor 1.0 1.0
Bus Drivers 24.0 15.8
Bus Monitor 1.0 0.7
Secretary 1.0 1.0
Mechanics 20 20
Total 29.0 20.5

Source: MCSD transportation department.
IMCSD has six substitute bus drivers who are not guaranteed hours and are
not included on this table or in other staffing analyses.

Financial Data

Table 5-2 shows actual transportation expendituresfor FY 1998-99 and budgeted expendituresfor

FY 1999-00.
Table5-2: Financial Table
Actual Budgeted FY Difference, % Difference,
FY 1998-99 1999-00 FY 1998-99 and FY 1998-99 and
Component Expenditures Expenditures FY 1999-00 FY 1999-00

Salaries $583,340 $436,976 ($146,364) (33.5%
Benefits $60,355 $99,463 $39,108 39.3%
Pur chased Services $18,845 $35,894 $17,049 47.5%
Materials& Supplies $128,039 $56,172 ($71,867) (127.9)%
Miscellaneous $0 $57,120* $57,120 100%
Subtotal $790,579 $685,625 ($104,954) (15.3)%
Capital $28,706 $0 ($28,706) (100)%
Total $819,285 $685,625 ($133,660) (19.5)%
Source: MCSD 1998-99 4502; FY 1999-00 budget summary; updated department budget.
!Miscellaneous includes utilities, drug testing, physicals and general supplies.
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The District provided the following explanations for major variances noted above:

Salaries decreased from FY 1998-99 to budgeted FY 1999-00 due to areduction in
the total number of transportation department staff resulting from a change in the
transportation policy.

Benefit costs increased from FY 1998-99 to FY 1999-00 due to the addition of
eligible employees purchasing health insurance and the requirement that back
payments of health insurance premiums from FY 1998-99 be made.

Purchased services increased from FY 1998-99 to budgeted FY 1999-00 due to an
increase in bus repairs due to accidents, preparation for bus inspections and
replacement of transmissions.

A general purchasing freeze in the district accounts for the drastic reduction in
materials and supplies from FY 1998-99 to budgeted FY 1999-00.

Miscellaneous expenditures appear to increase from FY 1998-99 to FY 1999-00 as
budgeted expenditures were not finalized and placed in either the purchased services
or materials and supplies component for FY 1998-99.

Capital expenditures fluctuate each year, depending on the age and/or mileage of the
bus fleet and the services needed to keep the bus fleet operating. Capital revenue to
support these expenditures is primarily received from the state as ridership and bus
age and mileage reimbursements to be used for the purchase of new buses. This
amount is received in the middle of the school year, and changes with the yearly
ridership count and the age and mileage of the buses.

Transportation
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Table 5-3 provides basic operating statistics for MCSD and selected peer districts. These statistics
will be used as comparative data throughout the transportation section.

Table5-3: Operational Statistics and Ratios

FY 1998-99 M assillon® Alliance Barberton Mansfield

Operational Statistics:
Eligible Students

- Regular students 1,985 1,587 1,184 4,899
- Special needs 38 141 134 315
- Total 2,023 1,728 1,318 5,214
Expenditures
- Regular students $576,155 $403,020 $380,245 $679,476
- Special needs $109,470 $90,638 $111,960 $381,823
- Total $685,625 $493,658 $492,205 1,061299
State Reimbursements
- Regular students $218,531 $185,786 $159,890 $434,320
- Special needs $75,255 $37,144 $48,505 $116,395
- Bus purchase allowance $0 $39,377 $22,172 $106,277
- Other bus reimbursement $0 $0 $0 $0
- Total $293,786 $262,307 $230,567 $656,992
Miles Driven
- Regular students 149,868 112,860 125,100 318,780
- Special needs 49,065 25,662 24,120 94,320
- Total 198,933 115,422 149,220 413,100

Operational Ratios:
Regular Students: Yellow Bus

- Cost per Mile $3.84 $3.56 $3.03 $2.10
- Cost per Bus $26,189 $19,134 $23,723 $19,143
- Cost per Student $291 $255 $321 $147
- Students per Bus 90 75 74 140

- Cost per Student
all methods $290 $255 $321 $137

Special Needs Students:
- Cost per Student

all methods $2,881 $643 $836 $1,212
School Sites

- Public 10 9 10 18

- Non-public 9 2 2 3

Active Buses 222 21 16 35

Spare Buses 9 3 5 8

Square Milesin District 201 10.4 25 185

Source: FY 1998-99 T-1, T-2 and T-11 Forms; FY 1998-99 foundation settlement sheets, revised MCSD budget.
Ynformation for MCSD comes from actual and estimated numbers for FY 1999-00.
*Massillon uses an additional two board-leased vans to transport specia needs students.
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Table 5-4 provides the number of staff and FTES, by position, for MCSD in FY 1999-00, and each
of the peer districts for FY 1998-99.

Table5-4: Peer District Staffing L evel Comparison

Staffing Massillon? Alliance Barberton Mansfield
Fiscal Year 1998-99 No. FTE No. FTE No. FTE No. FTE
Transportation Supervisor 1.0 1.0 1.0 1.0 1.0 1.0 1.0 1.0
Bus Drivers 24.0 158 | 20.0 10.0 20.0 11.2 | 350 16.0
Bus Monitors 1.0 0.7 20 1.0 30 13 4.0 20
M echanics 20 20 1.0 1.0 0.0? 0.0 20 20
Secretary 1.0 10| 025 0.25 0.0 0.0 1.0 1.0
M echanic Helpers 0.0 0.0 0.0 0.0 0.0 0.0 20 20
Total 29.0 2051|2425 | 13.25 24.0 135 | 450 24.0

Sour ce: Transportation departments.

Note: Massillon’'s six substitute bus drivers are not guaranteed hours and are not included on this table.
Ynformation for Massillon reflects actual numbers for FY 1999-00.

*Barberton purchases all mechanical work from outside vendors.

Performance Measures

The following performance measures were used to conduct the analysis of the transportation
department:

Assessment of district’s transportation policies in relationship to state minimum standards

Adequacy of reporting operational information to secure state transportation aid

Cost effectiveness of pupil transportation services by type of transportation (regular and special

needs transportation):

- Cost per mile, per bus and per student

- Buscapacity utilization

- Comparative bus driver wage rates and benefits

- Effectiveness of coordination between the specia education department and transportation
department to assure efficient transportation of special needs students

Effectiveness and efficiency of transportation routing

- Manua or computerized routing

- Useof municipal transportation services

- Assessment of district’s bell schedules to support tiered routing

Assessment of department staff and personnel matters

- Review of the collective bargaining agreement

- Anaysis of absenteeism and leave usage
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I Assessment of bus fleet

- Review of busfleet and required capital investment

- Review of district’s practices regarding school bus replacement
I Assessment of technology

- Review of routing, scheduling and planning software

- Review of fleet maintenance software

- Review of fuel usage and monitoring
I Assessment of privatization

- Highlevel analysis of opportunities for privatization
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Findings/ Commendations/ Recommendations

Policy

F5.1

F5.3

F5.4

During the 1998-99 school year, MCSD provided transportation to students in grades
kindergarten through 8 who lived one mile or more from their designated school of
attendance, and students in grades 9 to 12 who lived one and one-half miles or more from
their designated school of attendance.

In August 1999, the transportation policy was changed to transport those studentsin grades
kindergarten through eight who lived two miles or more from their designated school of
attendance. This policy change to state minimum standards was made in response to the
District’s continuing financial problems.

MCSD took steps to reduce operational costsin response to financia constraints when the
school district changed itstransportation policy to state minimum standardsin August, 1999.
By implementing state minimum standards, the district temporarily eliminated 13.5 buses.

In November 1999, the community approved an operating levy and the board adopted an
updated policy to provide transportation to students in grades kindergarten to eight who
reside one or more miles from their designated school. Students in grades 9 to 12 are not
trangported. Thisnew policy took effect in December 1999.

Thetransportation policy extendsto resident studentswith physical or mental disabilitiesthat
make walking impractical or unsafe. Exceptionsto the policy are determined on a case-by-
case basis and students who reside less than one mile from their designated school of
attendance may be eligible for transportation under the following conditions:

1 When a student suffers a medical disability or temporary physical handicap which
makes walking impossible or unsafe,

I When walking conditions to the student’s school are deemed hazardous; or when
walking conditions are inadequate due to construction or presence of temporary
safety hazards,

1 When a child’' s handicapping condition necessitates transportation.

MCSD has been requested by the safety service director of the City of Massillon to provide
transportation services for public students who either reside closer than one mile to their
designated school of attendance or who are in high schoal, if it is determined that their walk
to school poses athreat to their health and safety. MCSD has honored this request by the
safety service director, even though the action does not meet the qualifications specified by
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F5.6

the transportation policy. For FY 1999-00, 147 students applied and are receiving
transportation.

The District should consider establishing a safety committee to review exceptions to the
transportation policy. The current seven percent exception rate appears to be excessive and
contributesto MCSD’ srelatively high transportation costs. Thecity’ ssafety servicedirector
could be a valuable resource to this committee.

State law requires school districts to provide transportation for resident students in grades
kindergarten through eight who live two or more miles from their designated school of
attendance, or who have physical or mental disabilities that make walking impractical or
unsafe. Thetransportation of high school studentsand intra-district open enrollment students
isoptional. Inaccordancewith state law, MCSD must provide transportation for non-public
students living within district boundaries based on the same criteria used for transporting
public students.

In addition, the board of education has established transportation-related policies in the
following areas:

1 School busdriver certification—all busdrivers are required to obtain and hold proper
certification consistent with the Ohio Revised Code; a driver with six (6) or more
points shall have his or her bus certification reviewed by the Superintendent and
employment will beterminated; adriver involved in apreventable school busaccident,
or found guilty in aminor traffic violation shall be subject to disciplinary action.

Sudent safety and welfare—school busdriversareresponsible for student conduct on
district vehicles; problems related to student conduct are to be reported to the
building principal.

Field trips and other district-sponsored trips—only district owned or approved
vehicles are to be used by approved drivers; exceptions must have approva from the
superintendent; transportation may be limited by availability of vehicles, drivers or
scheduling.

Table 5-5 shows how the MCSD transportation policy compares to the policies of its peer
districts.
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Table5-5: Transportation Policy

Transportation Policy Massillon Alliance Barberton Mansfield
K-5 1 mile 1 mile 1 mile 1 mile
6 1 mile 1 mile 2 miles 2 miles
7-8 1 mile 1 mile 2 miles 2 miles
9-12 None 1 mile None None
Intra-district open enrollment Yes Yes Yes Yes

Source: Digtrict policies

F5.7

F5.8

F5.9

F5.10

MCSD does not provide school guards or safety personnel for students. However, the safety
servicedirector for the City of Massillon has placed school guardsat designated areasdeemed
hazardous. WhileMCSD may recommend locationsfor placement of school guards, thefinal
decision is at the discretion of the safety service director.

MCSD'’s intra-district open enrollment policy alows students to attend schools within the
district other than their designated school of attendance. Special accommodations are not
made to transport open enrollment students. However, these students may be transported if
they can be accommodated on abusthat transportsto their schoal, if thereisroom on the bus
and if the child can be picked up at an existing bus stop for that school. Of the 186 students
attending under the intra-district enrollment option, 51 are transported on district buses.

MCSD’ s inter-district open enrollment policy allows students from other districts to attend
schools within the MCSD district. Students attending under inter-district open enrollment
are not guaranteed transportation. However, they may be transported if they can be
accommodated on a bus that transportsto that school, if thereisroom on the bus and if they
can be picked up at an existing bus stop that servicesthat school. 204 students are attending
under the inter-district enrollment option. Of that total, 18 students are provided
transportation on district buses.

MCSD utilizesavariety of starting and ending timesin its schools, asindicated in T able 5-6.
Because M CSD does not providetransportation to studentsin grades 9 to 12, the high school
bell scheduleisnot considered when designing busroutes. Busroutesare currently devel oped
around the starting and dismissal timesfor middle and elementary schoolsonly. Thisisdone
to facilitate the creation of a multi-tiered routing schedule.

Table 5-6 indicates the bell schedule for FY 1999-00. Times listed are the earliest that any
school in each category starts or dismisses students from school.

Transp
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Table 5-6: Bell Schedules
Start Time Dismissal Time
High Schools 7:10 am. 2:10 p.m.
Middle Schools 7:55am. 2:40 p.m.
Elementary Schools 8:45am. 3:10 p.m.

Source: MCSD transportation department.

F5.11 Table5-7 illustrates how MCSD and its peer districts compare in the use of bell schedules
to facilitate the design of transportation routes. The moretiersaschool district has, the more
students each bus is able to transport, thus increasing bus capacity utilization rates.

Table5-7: Peer District Bell Schedule Comparison

Massillon

Alliance

Barberton

Mansfield

Number of Tiers 3tiers

3tiers

2tiers

3tiersam; 2 tiers pm

Sour ce: transportation departments.

F5.12 Table 5-8A indicates the number of runs that MCSD buses took in both their morning and
afternoon routesfor FY 1998-99. Table 5-8B indicatesthe number of runsthat MCSD buses
make on both their morning and afternoon routes for FY 1999-00.

Table5-8A: Analysisof Bus Routes, FY 1998-99

FY 1998-99 AM Routes Per cent of Total PM Routes Per cent of Total
Onerun 0 0% 1 4%
Two runs 0 0% 0 0%
Threeruns 13 57% 13 57%
Four runs 8 35% 8 35%
Fiveruns 2 9% 1 4%
Total 23 100% 23 100%

Sour ce: MCSD transportation department.
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Table5-8B: Analysisof Bus Routes, FY 1999-00

FY 1999-00 AM Routes Per cent of Total PM Routes Per cent of Total
Onerun 1 4% 1 4%
Two runs 21 75% 20 80%
Threeruns 6 21% 4 16%
Four runs 0 0% 0 0%
Fiveruns 0 0% 0 0%
Total 28 100% 25 100%

Source: MCSD transportation department.

F5.13 MCSD’srecent transportation policy change has reduced the overal efficiency of the busfleet
asillustrated in Tables5-8A and 5-8B. During FY 1998-99, approximately 98 percent of all
routes included three or moreruns. Currently, approximately 18 percent of all routesinclude
three or more runs. This reduction in efficiency is further reflected in the fact that ridership
has dropped from 140 students per busin FY 1998-99 to the current level of 90 students per

bus.

F5.14 Table 5-9 shows the number of runs and the percentage of buses in each run category for
Massillonandits peers. While Massillon hasthe second highest percentage of buseswith three
or more runs per route when compared to the peer didtricts, efficiency has declined

significantly since FY 1998-99

Transportation
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F5.15

A
N

F5.16

Table 5-9: Peer Analysisof Bus Routing Tiers

Massillon® Alliance Barberton Mansfield

FY 1998-99 | Percent of Total | Percent of Total | Percent of Total | Percent of Total
Onerun 4% N/A? 30% 4%

Two runs 7% N/A? 70% 49%
Threeruns 19% N/A? 0% 45%

Four runs 0% N/A? 0% 2%
Fiveruns 0% N/A? 0% 0%

Total 100% 100% 100% 100%

Sour ce: Individual transportation departments.
Ynformation for Massillon comes from actual numbers for FY 1999-00.
2Alliance was unable to provide this information.

When the district revised its transportation policy in December 1999, it added nine busesto
active statusin the fleet when compared to the beginning of the 1999-00 school year. Based
on the ridership of 1,980 regular students reported by the district, the current active fleet of
22 buses transporting regular students is operating at approximately 67 percent of capacity.
This reflects a significant drop in capacity utilization from FY 1998-99 and could represent
an opportunity for significant savings and cost avoidance.

MCSD should review the current routing structure and capacity utilization of its bus fleet.
If the district could operate the fleet at theindustry standard of 85 percent, it may be possible
to reduce the fleet by up to four buses.

Financial Implication: Reduction of four buseswould result in annual operational savings of
approximately $104,756. In addition to operational savings, the district would realize acost
avoidance of approximately $220,000 by not having to replace these buses.

Because of the city’ s population density, MCSD usesacluster or corner stop pick-up system
for the mgjority of its students and does not routinely pick up students at their individual
residences. The average distance between bus stops is two to three blocks, and an average
of 12 to 15 children are picked up at each stop.

Sate Funding

F5.17

School districts are required to file annual forms (T-1, T-2 and T-11) with the Ohio
Department of Education (ODE) regarding their provision of transportation services. These

Transportation
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required forms are used by ODE to determine the amount of reimbursement that school
districts will receive for the operation of their regular and special needs transportation
programs. A review of MCSD’s T forms revealed no significant data or reporting errors.

The state reimbursement for transportation programs is paid to the district with the state
foundation payments issued twice each month. The state reimburses school districts based
upon prior year information until the T-1 Form is completed and submitted in October.
Reimbursement payments are adjusted each January to reflect current year data.

For FY 1999-00, it is estimated that the district will receive approximately $218,531 for the
transportation of 1,985 regular education students, which represents approximately 38
percent of the district’ stotal transportation costsfor regular education students. Thedistrict
is estimated to receive approximately $75,255 for the transportation of 38 specia needs
students. This funding represents approximately 69 percent of the district’s total
transportation costs for special needs students.

General Operations

F5.18 Table 5-10 presents actual transportation expenditures for MCSD for FY 1997-98 and FY
1998-99 as well as budgeted expenditures for FY 1999-00.
Table 5-10: Actual Expenditures
Actual Actual Dollar Percent | Budgeted Dollar Per cent
FY 1997-98 |FY 1998-99 Increase Increase | FY 1999-00 Increase | Increase
Total Cost | $851,481 $819,285 ($32,196) (4%) $685,902 ($133,660)| (19.5)%

Source: FY 1997-98 and 1998-99 4502 report; 1999-00 budget summary.

F5.19

F5.20

F5.21

AsTable5-10indicates, the budget for the transportation department has decreased over the
last three years, ranging from a high of $851,481 in FY 1997-98 to a budgeted low of
$685,625 in FY 1999-00. This decrease in funding has been aresult of the district being
placed in fiscal emergency, and the subsequent reduction in costs due to a reduction in
transportation services.

Approximately 1,985 regular education public and non-public students are eligible for
transportation within MCSD boundaries. Non-public students are those students who live
within MCSD boundaries but attend private or parochial schools. The average cost to
transport aM CSD regul ar education student, for all methods of transportation, is$290, based
on estimated FY 1999-00 expenditures.

Aswith most school districts, the cost to transport special needs studentsis much higher than
the cost to transport regular education students. For FY 1999-00, an estimated 38 special

Transportation
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needs students are eligible for transportation by MCSD, at acost of $2,881 per special needs
student. Thiscost is$2,591 more than the cost to transport regular education students. The
following factors contribute to the higher cost to transport special needs students:

The small number of specia needs students requiring transportation.

The location of special education classes to which students are assigned.

The use of busmonitorson the special needsroutes. Busmonitorsare assigned to special
needs routes to help the driver load and unload students, to maintain order on the buses
and to attend to the needs of the students. The hourly rate for MCSD bus monitors
averages $6.68.

Specia needs students often require door-to-door service that is not provided to regular
education students.

The time required to load and unload specia needs students is greater than the time
required to load and unload regular needs students.

Specia equipment (lifts, restraints, etc.) needed to transport special needsstudents makes
buses more expensive to purchase and maintain.

The capacity of specia needs busesis usually lower than for buses transporting regular
needs students, which is due to the pick-up location of the students, the need to displace
many of the regular seats, the need for special equipment, riding time considerations and
the individual needs of the students.

F5.22 Table5-11 indicatesthe number of eligible students, total costs associated with transporting
these dligible students, and the total cost per student for both regular and special needs
students for MCSD. The high cost to transport special needs students contributes to the
relatively high per pupil cost for transportation in MCSD.

Table5-11: Transportation Cost

Estimated
Eligible Students FY 1999-00 Costs Cost per Student

Regular Education 1,985 $576,155 $290
Special Needs 38 $109,470 $2,881
Total 2,023 $685,625 $339

Source: MCSD transportation department.

F5.23 MCSD has contracted with the Stark Area Regional Transit Authority (SARTA) to provide
transportation services for children who are in need of before and after-school services
becausetheir parentsare working. MCSD has purchased bus passesfor 30 students at acost
of $75 each, for atotal cost of $2,250.00. SARTA will refund the costs of those passes not
used. The passes are to be used for the period January to June, 2000 and SARTA is to
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provide morning and afternoon transportation for children from their home and/or school to
theY MCA and Little Sprouts Day Care Center. District officialsreport that although SARTA
passes have been purchased, no students are presently utilizing the service.

F5.24 Table 5-12 presents selected operating ratios for MCSD and the peer districts for the
operation of the regular needs student transportation program.
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Table 5-12: Peer Comparison of Regular Needs Oper ational Ratios

Regular Education Peer
FY 1998-99 Massillon! | Alliance Barberton Mansfield Average
District Buses:
Operational Data:
Active Buses 22 22 16 35 24
Average Driver Wage $11.19 $12.77 $11.70 $14.33 $12.50
Operational Ratios:
Cost per Mile $3.84 $3.56 $3.03 $2.10 $12.53
Cost per Bus $26,189 $19,134 $23,723 $19,143 | $22,047
Cost per Student $291 $255 $321 $276 $286
Students per Bus 90 75 74 140 95
Number of Students 1,980 1,578 1,184 4,899 2,410
Contracted Yellow Buses:
Cost per Student N/A N/A N/A N/A N/A
Number of Students N/A N/A N/A N/A N/A
Public Transportation:
Cost per Student N/A N/A N/A N/A N/A
Number of Students N/A N/A N/A N/A N/A
Payment In Lieu of
Transportation:
Cost per Student $172 $1342 $242 $201 $133
Number of Students 5 9 28 47 22
Board owned other than school
bus:
Cost per Student N/A N/A N/A N/A N/A
Number of Students N/A N/A N/A N/A N/A
Contractor owned other than
school bus:
Cost per Student N/A N/A N/A N/A N/A
Number of Students N/A N/A N/A N/A N/A
All Modes of Transportation:
Cost per student $290 $254 $314 $137 $249
Number of Students 1,985 1,587 1,212 4,946 2,433

Source: FY 1998-99 T-1 and T-2 Forms.

YInformation for Massillon comes from actual and estimated numbers for FY 1999-00.
2Payment in lieu of transportation from the Ohio Department of Education for FY 1998-99 was $172 per student,
prorated to reflect partial year payments. As aresult, average costs per student may not equal $172.

F5.25 Regular needsoperational ratioswithinthe M CSD transportati on department do not compare
favorably with those of the peer districts. Thedistrict hasthe second highest cost per student
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on district buses at $291, compared to Alliance, Barberton and Mansfield City School
Digtricts with costs of $255, $321 and $276 respectively. At an annual cost per bus of
$26,189, MCSD is higher than the peer average of $22,047 and the highest among the peer
districts. One factor which contributes to this high cost per bus is MCSD’s capacity
utilization rate of 90 students per buswhich is second highest among the peerswhich average
86 students per bus, but significantly lower than Mansfield which carries 140 students per bus.
Other contributing factors include the higher cost of maintaining an aging bus fleet, and the
high average annua miles per pupil transported (98.3 miles) compared to the peers which
average 89.4 miles per pupil.

F5.26 Table 5-13 presents operational ratiosfor MCSD and its peer districts for the specia needs
transportation program. Theemphasisof thecomparisonisonthetotal cost of transportation
per student by the various methods used. In MCSD, transportation is done either by board
owned buses or board-leased vans.
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Table 5-13: Peer Comparison of Special Needs Oper ational Ratios

Special Needs Education Peer
FY 1998-99 Massillon! | Alliance Barberton Mansfield Average

District Buses:

Operational Data:

Average Driver Wage $11.67 $12.77 $11.70 $14.33 $12.62

Average Bus Monitor Wage $6.68 $5.30 $7.85 $8.08 $6.98

Operational Ratios:

Cost per Student $3,099 $641 $829 $1,207 $1,444

Number of Students 17 140 134 315 152
Contracted Yellow Buses:

Cost per Student N/A N/A N/A N/A N/A

Number of Students N/A N/A N/A N/A N/A
District Owned Other
Vehicles:

Cost per Student $2,718 N/A N/A N/A $2,718

Number of Students 21 N/A N/A N/A 21
Contracted Other Vehicles:

Cost per Student $2,002 N/A? $1,557 N/A $1,780

Number of Students 1 1 46 N/A 16
Parent/Guardian Contract:

Cost per Student N/A N/A N/A3 N/A N/A

Number of Students N/A N/A 4 N/A 4
Public Transportation:

Cost per Student N/A N/A N/A N/A N/A

Number of Students N/A N/A N/A N/A N/A
Taxi:

Cost per Student N/A N/A N/A* $698 $698

Number of Students N/A N/A 4 5 5
All Modes of Transportation:

Cost per Student $2,881 $643 $836 $1,212 $1,395

Number of Students 38 141 134 315 157

Source: T-11 Form,; transportation department.

Ynformation for Massillon comes from actual and estimated numbers for FY 1999-00.

2Alliance could not provide the total cost per student for transportation by contracted other vehicles.
*Barberton could not provide a cost per student for parent/guardian contract.

“Barberton could not provide an average cost per student for transportation by taxi.

F5.27 TheMCSD transportation department servesspecial needsstudentson district operated buses
and board-leased vans at a cost of $2,881 per student. This cost is approximately $1,400
higher than the peer average of $1,393. By comparison, Alliance, Barberton and Mansfield
City School Districtstransport special needs students at $643, $836 and $1,212 respectively.
The high cost in MCSD may be due to the relatively small number of handicapped students
transported in comparison to peer districts, as well as the lack of utilization of contracted
other vehicles, parent/guardian contracts, and public transportation.
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R5.3 MCSD should investigate other means of transporting special needs students. By utilizing
other means to transport specia needs students, including more effective use of contracted
service and parental contracts, MCSD should be ableto attain the peer average of $1,393 per
student.

Financial Implication: If MCSD could decrease special needs transportation costs from the
current $2,881 cost per student to the peer district average of $1,393, it could save
approximately $56,544 per year.

F5.28 MCSD identifies special needs students asrequired by federal and state laws and followsthe
steps outlined in “ Whose IDEA is This?: A Resource Guide for Parents’ published by the
Ohio Department of Education. Once MCSD determines that a child has a disability, an
individualized education program (IEP) is developed for the child. The IEP includes a
statement of specific special educationand related services, including transportation. Thel EP
indicates if specialized busing service is required and the type of service needed. All
departments that provide some type of service to the child should be included in the
development of the |EP.

Not al special needs students require specialized transportation. Those students who can be
accommodated through the regular needs transportation program are classified as regular
needsstudents. INnMCSD, only those studentswhose handi capping condition requiresspecial
transportation services are classified as special needs students. Therefore, the number of
specia needs students found el sewhere in this report may exceed the total number of special
needs students indicated in this transportation section.

Ohio Administrative Code, Section 3301-51-10(C)(2), states that “School district
transportation personnel shall be consulted in the preparation of the Individualized Education
Program (1EP) when transportation isrequired asarel ated service and when children’ sneeds
are such that information to ensure the safe transportation and well-being of the child is
necessary to improve such transportation.”

F5.29 The department of pupil services works with the special needs programs located within the
various schoolsto which students are transported. If astudent requires aspecial start and/or
end time, a transportation accommodation is made. The department of pupil services, the
staff in each school, the special needs student and the student’ s guardian are involved in the
development of the IEP. When a determination is made that a student requires special
transportation, the transportation supervisor is consulted for the development of such
services.

5.

N

MCSD'’ stransportation supervisor is consulted during the development of IEPs for students
who requirespecial transportation services. Thisinvolvement allowsfor theinput of someone
who is experienced in transporting students with special needs and who can best determine
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the actual transportation needs of the student, aswell asthe ability of MCSD to provide the
needed transportation services.

F5.30 Table5-14 compares non-public student transportation servicesin both MCSD and the peer
districts.

Table5-14: Peer Comparison of Non-public Student Transportation

FY 1998-99 Massillon® Alliance Barberton Mansfield
Non-public Students Eligible to Ride 385 144 254 259
Non-public Students on District Buses 380 135 226 212
% On District Buses 99% 94% 89% 82%
Cost per Student $291 $255 $321 $276
Non-public Students on Contracted Buses N/A N/A N/A N/A
% On Contracted Buses N/A N/A N/A N/A
Cost per Student N/A N/A N/A N/A
Paid “In Lieu of Being Transported” 5 9 28 47
% Paid “In Lieu of Being Transported” 1.3% 6% 11% 18%
Cost per Student $172 $134 $24 $201
Non-public Students on Public
Transportation N/A N/A N/A N/A
% On Public Transportation N/A N/A N/A N/A
Cost per Student N/A N/A N/A N/A
Average Cost Per Student $290 $254 $314 $137

Source: T-1 and T-2 Forms; transportation departments.
Y nformation for MCSD comes from actual numbers for FY 1999-00.
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F5.31 Table 5-15 indicates costs related to transporting non-public students. MCSD provides

payment to parents of some non-public students in lieu of transportation on district buses.
Parents are being paid an average of $172 per child during FY 1999-00 to transport their
children. The state advances school districts 100 percent of thisannually determined amount
based on data reported by the school district to ODE viathe required T-1 Form.

Table5-15: Cost of Transportation for Non-public Students
Eligible Total Cost per
Non-public Students Students Cost Student
Bused by MCSD 380 $110,200 $291
Payment In Lieu of Being Transported 5 $860 $172
Total 385 $111,060 $231

Source: MCSD transportation department.

Personnel

F5.32

F5.33

F5.34

The MCSD transportation department is managed by a transportation supervisor. The
department employs 1 full-time secretary, 2 full-time mechanics, 6 part-time substitute bus
drivers, 1 full-time and 23 part-time bus drivers, and one part-time bus monitor, all of whom
report to the transportation supervisor. The transportation supervisor reports directly to the
superintendent.

The mgority of MCSD transportation employees are represented by the Ohio Association of
Public School Employees (OAPSE) Local 114. The contract between the board of education
and the OAPSE expires at the end of 1999.

All full-time bus drivers and bus monitors receive the following benefits:

Sick leave accumulated at arate of one and one-fourth days per month
Three non-cumulative personal days

Ten paid holidays

Health care insurance

MCSD pays 75 percent of the cost for single coverage health insurance. Those persons
wishing to obtain single coverage must pay the remaining 25 percent of thetotal cost. MCSD
does not pay family coverage for transportation employees. If family health insurance is
requested, the district pays 75 percent of the cost for single coverage and the employeeis
responsible for the remaining cost of the family health insurance premium.
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F.5.35 MCSD busdriversare paid aminimum of four hoursfor driving aregular run and two hours

F5.36

F5.37

A
N
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F5.39

for driving a split run (a partial regular run). The average driver’s route time is 5.26 hours
and all driverswork more than their guaranteed hours. Substitute drivers are paid for actual
hours worked. Once routes are developed, the transportation supervisor drives each to
determine its bid length. This alows management to ensure that routes are properly
structured to exceed the guaranteed hours and eliminate the possibility of payment for
unproductive time.

Bus drivers and bus monitors receive overtime at a rate of one and one-half times the
employee's regular rate of pay for hours in excess of 40 hours per week and/or hours in
excess of 8 hours per day. Overtimeisapproved by the transportation supervisor by signing
off on the payroll sheets. In FY 1998-99, MCSD spent $21,468 in overtime costs.

MCSD transportation employees averaged 15.6 days of sick time and 21 days total leave in
FY 1998-99. To provide transportation services during thistime, MCSD spent $63,684 for
substitute bus drivers. At an average hourly rate of $9.96, MCSD paid for 5,762 hours of
substitute bus driver service. Currently, the District takes no formal steps to monitor or
control the use of sick time.

MCSD should take steps to decrease the high level of sick leave usage by transportation
department employees. One option would be to implement an attendance incentive program
that issimilar to the one used by the Mansfield City School District. A second option would
be to establish absence abuse criteria which would facilitate disciplinary action for problem
employees. For further discussion of sick time and related financia implications, see the
Human Resour ces section recommendation R3.4.

Payroll is processed manually on abi-weeklybasis. If abus driver indicates that more hours
wereworked than the length of the busroute allows, he must indicate this on the payroll sheet
which then must be approved by the transportation supervisor. Field trip hours and odometer
readings are logged on payroll sheets separately from regular payroll.

At least ten days before the start of the school year, available bus routes are posted on the
bulletin board in the bus garage. Within two weeks of posting routes, drivers bid on the
routes they desire by attending an appointment which is scheduled according to seniority. If
driversfail to bid according to the scheduled appointment, they are moved to the bottom of
the seniority list for bidding purposes.

Annual route bidding minimizes disruptions by limiting mid-year driver changesto vacancies
which occur after the bid. Other districts such as Mansfield and Barberton further limit the
disruptions caused by driver changes by assigning driversto routesfor the entiretime of their
employment.
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F5.40 Table5-16 presentsinformation on contractual issuesfor both MCSD and its peer districts.

Table5-16: Peer Comparison of Transportation Contractual |ssues

Massillon Alliance Barberton Mansfield
Number of Guaranteed Hours:
BusDrivers 4 hours for Not in contract | 1.75 hours for 2 hours
regular runs, 2 am. and p.m.
hours for split runs; 1.5 hours
runs for kindergarten
runs

Monitor JAides 4 hours Not in contract | Not in contract 2 hours

Substitutes None Not in contract | Not in contract None

In-service days 4 hours Not in contract | Not in contract Full day off with

pay

Pre-trip, fueling and cleaning | 15 minutes Not in contract | Not in contract Included in

before each trip route time
Overtime 1.5timesthe 1.5timesthe 1.5 timesthe 1.5 timesthe

regular rate regular rate regular rate regular rate
Route Bidding:

Annual Seniority Not in contract | Maintain route Maintain route
for entiretime of | for entire time of
employment in employment in
district unless district
route changes by
30 or more
minutes

Vacancy Seniority; Not in contract | Seniority Transportation

however, run supervisor
must be 15 makes decision;
minutes greater if all applicants
than present are equal,
run seniority is
deciding factor*
Benefits:

Sick Leave 1.25 days 1.25 days 1.25 days 1.25 days

monthly monthly monthly monthly

Attendance I ncentive No Yes Yes Yes

Transportation
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Massillon Alliance Barberton Mansfield
Number of Guaranteed Hours:
Vacation None None 14 days None
Personal Leave 3 days 3 days 3 days 3 days
Probation Period 60 days Not in contract | 90 days 30 days
Evaluation Process and Not in contract; | Notincontract | Notincontract; | 2 times per year;
Frequency district policy district policy is | standard form
isif driver does annually; will used for
something evaluate work if | evaluation
above/beyond an incident is which includes
job, supervisor reported attendance,
attaches notein tardiness,
file; for non- vehicle
compliance, mai ntenance,
progresses from interaction with
verbal to public, accidents
written
warning to
time off to
termination

Ability to Sub-contract

Not in contract

Not in contract

Can sub-contract
only two outside
charters per
year; alowed up
to four next year
unless funded by
an outside
organization, no
drivers available
or if drivers
refuse to drive

No

Sour ce: Transportation departments.

*Posted at bus garage and all interested employees sign up for consideration; based on attendance, tardiness, attitude,
care of vehicle, maintenance of bus route sheets, discipline of students then seniority.

F5.41 TheMCSD transportation department employee contract includesaprovisionfor guaranteed
hours for bus drivers. This provision limits management’s flexibility in assigning staff to
department dutiesand routes and may result in added costsif driversare not driving theentire
guaranteed time.

Rb.

(62

MCSD should attempt to renegotiate its contract with drivers to remove the provision for
guaranteed hours. This contract renegotiation would align MCSD with other peer district
practices which do not provide guaranteed hours for bus drivers.
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MCSD has a high rate of sick time and leave usage among transportation department
employees. Thetransportation department employee contract does not include an attendance
incentive which encourages employee attendance and discourages the inappropriate of sick
leave. Each peer district has an attendance incentive plan to aid in controlling the use of sick
and leavetime. SeeR5.3 above, and Human Resour ces section R3.4 for further discussion
and financia implications related to sick leave usage.

Regular employee evaluations are an important tool for the effective management of staff in
an organization. The MCSD contract does not require nor prohibit regular evaluations of
transportati on department employees. However, district official sreport that regular employee
evaluations are not conducted.

MCSD should conduct transportation department employee evauations at least annually.
Regular employee evaluations are important for helping to ensure the high performance of
transportation department employees, identifying areas of performance in need of
improvement and recognizing exemplary performance.

Bus Fleet

F5.44

F5.45

The MCSD transportation department operates 22 buses and an additional 9 spares (see
Table5-3). Theage of the busesand the current average mileage for the model year are used
to determine digibility for bus replacement. The MCSD’s bus fleet has an average age of
11.3 years.

The state does not have guidelines for bus replacement. A genera consensus among the
Department of Education, private bus contractors and school transportation departmentsis
that buses should be replaced at approximately 12 years of age, or 200,000 miles for diesdl
buses and 150,000 miles for gasoline buses. However, regardless of age or mileage, buses
that can pass state inspections may continue to be used.

MCSD currently has 17 buses in its fleet that exceed the suggested age for replacement. Of
these 17 buses, none exceed the suggested replacement mileage criteria.

Table 5-17 shows the number of district-owned buses by model year, seat capacity and
average mileage.
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Table5-17: BusFleet Analysis

Seating Capacity Current

M odel Average Mileage
Y ear 47 65 71 77 | Tota EY 1998-99
1981 1 1 167,674
1983 1 7 7 128,751
1985 0 N/A
1986 2 2 133,947
1987 3 2 5 137,663
1990 2 3 5 141,675
1991 12 3 4 124,067
1993 1 1 93,012
1994 1 1 85,680
1995 1 1 71,697
1997 2 2 23,890
1998 28 2 18,554
Total 2 21 7 2 31 36,342

Source: MCSD transportation department.

! Modified for handicap student transport; 11 seats available; not functional.

2Modified for handicap student transport, 8 seats available.
3Two leased vans used for transportation of special needs students.

Table 5-18 illustrates that MCSD would need to spend approximately $940,000 to upgrade its bus
fleet in order to remain consistent with generally accepted replacement criteria.

Transportation
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Table5-18: Estimated Bus Replacement

Regular Bus Lift/Handicapped Bus Total
Estimated Estimated Estimated
Replacement Replacement Replacement
Current Bus Condition $55,000 $60,000 Cost
200,000+ miles 0 0 0
12+ years 16 1 $940,000
Total $880,00 $60,000 $940,000

Sour ce: MCSD transportation department.

F5.46

F5.47

F5.48
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MCSD currently possesses 17 buses that are dligible to be replaced, based on age of the
vehicle. The replacement cost of these 16 regular needs buses and one specia needs busis
estimated to cost $940,000.

Bus replacement is funded both by the state and the individual school district. Each school
district isreviewed independently by ODE. Thisreview includesthe use of acomplex formula
to determine the district’ s bus purchase allowance for regular needs transportation buses.

MCSD hasabusreplacement plan which hasbeen adjusted to be consistent withthe District’ s
five-year financia forecast. The bus replacement plan is scheduled to replace seven public
school buses over the next five school years: two in FY 1999-00, two in FY 2001-02, onein
FY 2002-03, and two in FY 2003-04.

Whilethe final bus replacement plan outlines the number of buses to be replaced each fiscal
year, the average age at the time of replacement and the estimated cost of replacement should
also beincluded within the replacement plan. Further, MCSD should investigate and analyze
various potential funding methods for the purchase of replacement buses. The funding
method(s) selected should be included in the final bus replacement plan.

The MCSDs transportation department employstwo full-time, non-A SE certified mechanics
to service the district’s 31 buses, 2 specia needs transportation vans and an additional 12
district vehicles. Table 5-19 indicates the number of mechanics and servicemen employed
to service district buses and other vehiclesfor MCSD and its peer districts.

As vacancies occur in the mechanic classification, MCSD should consider requiring ASE
certification asacondition of employment. Certification helpsto ensurethat employeeshave
the necessary training and experience to meet the requirements of the position.
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Table5-19: Mechanic Staffing L evels by Peer District

Operational Data Massillon | Alliance | Barberton Mansfield A\'/Dsrez;ge
Number of M echanics /Servicemen 2.0 10 10 2.0 15
Buses per M echanic/Serviceman 16.0 22.0 20.0 245 205
All Vehicles per Mechanic/Serviceman 23.0 N/A? 40.0 36.0 324
Avg. Mechanic’sHourly Wage Rate $17.31 13.98 $15.00 $13.10 $14.85

Source: transportation departments.
'Barberton contracts out all mechanical work and mechanic.
2Alliance could not provide this information.
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MCSD mechanics repair fewer buses and total vehicles than their counterparts in the peer
districts. However, they service more than the national average number of 12.8 school buses
per mechanic. The service level per mechanic, combined with the age of the district’s bus
fleet indicate that the current staffing level is appropriate. If new buses are purchased, the
district should reassessthe current staffing level to determineif reductions can be madein the
number of mechanics.

MCSD uses inspection sheets and invoices to maintain its inventory of transportation parts.
When either an inspection or arepair is performed and a part is used, current inventory is
adjusted on either the inspection sheet or invoice. This updated inventory count is then
relayed to the buildings and grounds department which tracks parts inventory and usage.

MCSD is commended for establishing and maintaining a parts inventory. Such an inventory
allows district management to exercise proper control over the purchase and distribution of
parts. Inaddition, it permits greater cost control by minimizing loss, allows management to
more accurately track the frequency of repairs, and facilitates the identification of problem
mai ntenance issues within the fleet.

Preventive maintenance is performed on transportation vehicles every 3,000 miles. District
mechanics manually track vehicle mileage and work with bus driversto schedule preventive
maintenance appointments accordingly. A complete inspection of the vehicle is conducted.
Any parts needed, work performed or problems seen are then reported to the transportation
supervisor.

Fuel bills, oil usage, maintenancerepair listsand material sreceiptsare cross-checked monthly
by thetransportation supervisor to verify usage of materials, completion of maintenancework
and to verify inventory. These hills are then provided to district mechanics to finalize and
check-off work completed and materials used.

Transportation
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F5.54 MCSD participatesin a consortium for the purchase of diesel fuel and gasoline. The Stark
County Schools Consortium, of which MCSD isamember, has contracted with Campbell Qil
Company (Fuelman of Eastern Ohio) to purchase diesel fuel and gasoline at a cost of five
cents per galon over cost. Each MCSD driver is responsible for fueling his or her assigned
vehicle by using an access card and personal identification number.

MCSD’s contract with Campbell Oil Company provides a monthly fuel bill that identifies
each employee that obtains fuel, the vehicle number, odometer reading, time and day of
receiving fuel, type of fuel and total number of gallons received. The bill aso indicates the
amount of tax the district would have paid on the amount of fuel purchased, but the tax is
removed from the bill. The transportation supervisor monitors and records fuel information
and submitsfuel receiptsto the office of thetreasurer once each month. Payment to Campbel |
Oil Company is due seven days after receipt of monthly invoice.

0O
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~

MCSD is commended for participating in the Stark County Schools Consortium. The
consortium providesacentralized, safeguarded and monitored meansof providing fuel tothe
district. In addition to cost savings of approximately $29,442, MCSD has avoided the costs
associated with securing and storing fuel on district property.

Technology

F5.55 MCSD currently does not utilize computerized routing software. Bus routes are manually
designed from the transportation supervisor’s knowledge of the district and by taking into
account historically developed cluster or corner bus stops. The transportation supervisor
estimated that approximately 60 administrative hours were used to manualy develop bus
routes to transport students who attend schoolsin MCSD for FY 1999-00.

F5.56 The MCSD transportation supervisor has researched the possibility of purchasing and
implementing transportation software. Research included talking to school districts about
their use of transportation software, researching options available in software packages and
obtaining information at transportation seminars. After researching the option, the decision
to buy was postponed due to the district’ s financial condition.

A
©

The district should consider the use of automated routing software to better manage its
resources and increase the productivity of its transportation department. Reasons for
consideration include the following:

I Transportation routing software uses technology to consider and evaluate many
aternatives for scheduling bus routes, more than can be accomplished manualy. The
efficiencies gained through the use of transportation routing software include the use of
interactive updating capabilities of a student data base and the ability to evaluate “what
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if” scenarios. Severa alternative runs and/or routes can be produced and evaluated to
help transportation management select the best routes consistent with district policies.
Route optimization softwareis widely used to increase student capacity and create more
efficient run times, resulting in the ability to reduce bus fleet needs. The software also
allows for the generation of both standard and custom reports.

Boundary planning and enrollment analysis can locate and account for studentswithin an
areaspecified by the district, and hasthe capability of s mulating school district boundary
changeswhich could directly impact the closing or opening of schools. Another software
resource includes a custom report writer which allows the user to generate reports based
on key enrollment and transportation statistics.

Heet maintenance software would allow the district to better manage its bus fleet by
monitoring equipment histories, preventive maintenance programs, work order reports
and expense data, productivity and inventory levels.

Financial Implication: Thecost for transportation routing software averages approximately
$15,000. Inaddition, it issuggested that $5,000 be budgeted for implementation. While not
guantifiable, the costs associated with yearly service cals and upgrades will need to be
anticipated. See R5.1 for the financia implications associated with an improvement in fleet
capacity utilization.
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Privatization

Major transportation functions and activities, which are important to consider when assessing
privatization opportunitieswereevaluated based on eight criteria. Table5-20 outlinestheassessment
criteria and provides a description of key issues.

Table5-20: Privatization Opportunities Assessment Criteria

Assessment Criteria

Description / Key | ssues

Sufficient Volume

Is the volume of work associated with function/activity sufficient to justify internal
performance? Does the function/activity require a sufficient “critical mass’ of
resources to enable operations?

Prohibitive control

Are the management, oversight and control regquirements associated with external

reguirements performance of the functions excessive?
- Would management time requirements increase as a result of external
performance of the function/activity?
- Would standardization of work methods and service levels be difficult to
achieve?
Complexity I's the function/activity too complex to be performed by external resources?
- Arethetechnical skill requirements of the activity excessive?
- Arethe workload requirements associated with the function/activity
difficult to predict?
- Does performance of the function/activity involve coordination
reguirements among multiple MCSD departments?
Influenced by I's the performance of the function/activity regulated?
regulatory/compliance - Areregulatory issues complex?
environment - Arenon-compliance liabilities significant?

- Aredocumentation and reporting regquirements significant?

Significant capital
investment

Are significant capital investments required in association with the internal
performance of the function/activity?

Procurable services

Are high quality, external service providers available to perform the
function/activity?

- Do anumber of aternative service providers exist?

- Isthe performance of the functiong/activity unique?

- Arehigh quality resources available?

Significant operating cost

Will the potential benefits of utilizing external resources likely offset/exceed the
potential costs?

Quality

Is there a high probability that external performance of the function/activity would
reduce quality and service levels?

- Would customers complaints likely increase?

- Would responsiveness decline?

- Would the quality of workmanship decrease?

Transportation
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Based on listed criteriay MCSD student transportation has a low to moderate potential for
privatization. However, key areas of service within the MCSD transportation department require a
more detailed eval uation and possible change before atruly accurate assessment of privatization can
be completed.

Table5-21: Initial Privatization Assessment

Regular Special Needs
Transportation Transportation
Assessment Criteria Services Services

Sufficient Volume Yes No
Prohibitive Control Requirements No No
Complexity No No
Regulatory Influence No No
Capital Investments Yes Yes
Procurable Services Yes Yes
Operating Costs No Yes
Quality No No

Potential Privatization Opportunity Low/moderate Low/moderate

While the opportunity for privatization exists, two considerations should be addressed prior to
pursuing privatization:

I Significant internal improvements can likely be realized without privatization.
1 Assessing privatization from only acost perspectivewoul dignoreimportant subjective costssuch
asloss of control and potential lack of responsiveness.

Contracting for transportation services could relieve MCSD of administrative tasks such as
department supervision, payroll processing and maintenance of the transportation department.
MCSD may contract its entire bus fleet by owning, leasing, sharing or selling capital assets.
Contracted services could also bring added flexibility to school district operations. Changes in
staffing levels, enrollment and school schedules could al impact service levels which can be met by
contractors on an as needed basis. In contrast, the district may need to over-staff in order to meet
periodic surgesin demand for busing. This action could lead to higher overall expenditures of the
district. Regardless, all options have positive and negative implications that require evaluation.
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Privatization can take at least two forms:

I Thedistrict could sign a short-term contract with a private vendor to provide transportation
services, this contract would alow the district to reserve the right to change vendors after a
specified time. The district would retain ownership of its assetsin thisform of privatization.

I Thedistrict could sell its bus fleet to a private contractor. The contractor(s) would lease
assets back to the district and provide staff for maintenance and upkeep. This option could
also allow the district to rent its transportation facilities to the contractor.

Initially, privatization when compared to current operations may appear to offer an opportunity for
cost savings. However, private vendors have afinancial incentive to achieve cost savings at alevel
somewhat below the district’ s current operations, but not necessarily at the lowest cost. By further
improving internal operationsbefore pursuing privatization, MCSD hasan opportunity torealistically
assess the advantages and disadvantages of privatization. Once a district has reduced its current
operating costs, thedistrict hasthe opportunity to negotiate with vendorsto determinewhether more
efficient and lower cost operations can be provided by privatization.

Findly, to assessthetotal cost of contractor services, contract administration costs must beincluded.
Contract administration costs typically include procurement, contract negotiations, contract award,
the processing of amendments and change orders, the resolution of disputes, the processing of
contractor invoices, and contract monitoring and evaluation. In addition, a more accurate cost of
transportation should be calculated to include vaue of land, value of facilities, maintenance of the
facilities, utilities and insurance premiums.
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Financial | mplications Summary

Thefollowing table representsasummary of annual cost savings, cost avoidance and implementation
costs. Only recommendations with quantifiable financia impacts are listed below.

Summary of Financial Implicationsfor Transportation

Annual Cost I mplementation
Recommendations Cost Savings Avoidance Cost
R5.2 Consider reducing bus fleet by four buses $104,756 $220,000
R5.3 Consider using other forms of
transportation for special needs students $56,544
R5.9 Consider the purchase and use of routing $20,000
software
Total $161,300 $220,000 $20,000

Actua versus estimated annual cost savings could vary greatly depending on the total number of
buses reduced due to changesin transportation policies and efficienciesin routing. In addition, the
magnitude of the cost savings associated with some recommendationswill be greatly affected by the
implementation of other interrelated recommendations. The estimated cost for bus replacement
addressed in Table 5-18 is not included in the above table; however, the capital outlay required for
the bus replacement plan is estimated at $720,000 to $940,000, based on the possible reduction of
up to four buses.
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Conclusion Statement

MCSD has been pro-active in reducing its transportation costs in response to its fiscal emergency
status. Prior to passage of the operating levy in November 1999, the district reduced transportation
services to the state's two mile minimum standard. However, since passage of the levy and the
reinstatement of additional transportation services in December 1999, the efficiency level of the
transportation department has declined. Cost per student, per mile and per bus are among the highest
of the peer districts. While MCSD explores and utilizes other means of transporting regular needs
students, it does not consider similar options for the transportation of special needs students. The
District should vigorously explore al available options for transporting its students.

MCSD should attempt to reduce the total number of sick days taken per year by transportation
department employees. By anayzing the frequency and duration of leave time used by employees,
the District may be able to identify practices to limit sick leave use and reduce the related
transportation costs. 1naddition, MCSD should consider the devel opment of an attendanceincentive
plan to aid in the reduction of absenteeism.

Overdl staffing in the transportation department is reasonable. However, MCSD should continue
to monitor staffing levels. As older vehicles are replaced, and as routing efficiency is improved,
staffing reductions should become feasible.

MCSD should also consider the purchase of transportation routing software. By purchasing and
implementing this software, the District may be able to reduce the number of buses needed to
transport al eligible students. The trangportation routing software would allow the district to
evaluate reductions in the number of buses needed. Additiona available options would facilitate
implementation of a partsinventory to replace the manual inventory, and would permit the tracking
and scheduling of preventive maintenance for district transportation vehicles.

Finaly, MCSD should continueworking with the Stark County Schools Consortium for the purchase
of fuel for transportation vehicles. By doing so, MCSD reduces not only administrative and storage
costs, but also reduces overal fuel costs by having the opportunity to purchase fuel at five centsover
cost versus paying commercial costs.

Although MCSD has done agood job in adjusting transportation services and in managing its current
transportation services to meet achanging financia situation, it should continue to consider options
to increase departmenta efficiency. Opportunities exist to increase fleet efficiency by increasing
capacity utilization rates and improving operations through better management of current resources.
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