29 JiM PETRO
2 AUDITOR OF STATE

STATE OF OHIO

SOUTHERN LocAL ScHooL DISTRICT
PERFORMANCE AUDIT

APRIL 20, 2000



Southern Local 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 Southern Local School District (SLSD or the District) was placed in fiscal watch on October 11,
1999. On October 11, 1999, the Board of SLSD requested the State Superintendent to place the
Didtrict in fiscal emergency. The Board resolution gave the following reasons for the request:

1 The District may not be able to meet its financia obligations for FY 2000.
I The Auditor of State has determined that a deficit exists for FY 2000.

Inaddition, the Board resol ution resol ved that, once placed in fiscal emergency, the Ohio Department
of Education would be requested to secure an advancement from the Solvency Assistance Fund on
behdf of the District. The Auditor of State placed SLSD in fiscal emergency on November 8, 1999.

Pursuant to Ohio Revised Code Section 3316.041, the Auditor of State's Office initiated a
performance audit of SLSD. Based upon areview of District 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 November 1999, and the actual performance audit was
conducted primarily during the months of December 1999 through February 2000.

The goal 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 fisca emergency. The performance audit is
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designed to develop recommendations which provide cost savings, revenue enhancements and/or
efficiency improvements. Another objective of the performance audit isto perform an independent
assessment of the Digtrict’ sfinancia situation, including development of aframework of afinancia
recovery plan. Therecommendations contained within the performance audit will provide one major
resource to the District and Commission in developing a financia recovery plan. However, the
District and Commission are encouraged to assess overall District operations and to develop other
recommendations not contained within the performance audit.

Financial Planning and Supervision Commission

Asaresult of the Auditor of State declaring SLSD 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 with SLSD’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 County Auditor

An appointment of the Governor

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

Ohio Revised Code Section 3316.06 requiresthe Financial Planning and Supervision Commission to
adopt afinancia recovery plan within 120 days of itsfirst meeting. Thefiscal 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
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The Commission has the following powers, duties and functions:

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 SLSD 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 financial
procedures and reports into compliance with the Auditor of State'srules

Assume responsibility for all debt issues

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
the financia recovery plan

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

Anéeffectivefinancia accounting and reporting systemisinthe 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 SLSD Board of Education has prepared a financial forecast for afive-year period and
such forecast is, in the Auditor of State's opinion, “nonadverse”
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District Overview

The Southern Local School District (SLSD or the District) is located in Meigs County. SLSD’s
boundaries cover approximately 85 square miles and include the Village of Racine and the Village of
Syracuse. TheVillage of Racine and the Village of Syracuse have populations of approximately 754
and 853, respectively. The District’s average daily membership (ADM) for FY 1997-98 was 792
compared to the previous fiscal year’s ADM of 831. Since FY1994-95, SLSD’s enrollment has
decreased by approximately seven percent. The Ohio Department of Education projects enrollment
to continue to decline to approximately 600 students by FY 2008-09.

SLSD’s student attendance rate was 94.7 percent for FY 1997-98, which was slightly greater than
the peer group average of 93.9 percent and the statewide average of 93.6 percent. SLSD’s ninth
grade proficiency test passage rate was 60 percent for FY 1997-98, which was substantially higher
than the peer group average of 46 percent and dlightly higher than the state average of 56 percent.
SLSD met 10 of the 18 standards on the district report card issued in 1999 for the 1997-98 school
year, but met 10 of 27 standards on the 2000 report card issued recently for the 1998-99 school year.
Asaresult, thislevel of attainment currently places the District in the academic watch category.

The District’s current financial condition is due, in part, to various factors. Despite historically
generous salary schedules for certificated and classified personnel, the District negotiated an
additional step to the certificated salary schedule, effective FY 1998-99, which required the District
to aso provide classified employeeswith asalary increase. The high salary structure, combined with
a significant number of supplemental contracts and the establishment of a costly benefit package
which doesnot requireempl oyeesto contributetoward monthly premiums, hasdepl eted the District’s
fund balances. A declinein ADM over the past severa years and devaluation of tangible property
within District boundaries have negatively impacted state and local revenue levels.

The Auditor of State, Local Government Services (LGS) office has certified adeficit of $627,000in
FY 1999-00. The District borrowed that amount from the State Solvency Assistance Fund during
the current fiscal year and will be required to repay one-half during each of the next two fiscal years,
FYs2000-01 and 2001-02. Thefinancia forecast provided in Table 2-1 of the Financial Systems
section of this report shows a zero ending fund balance in FY 1999-00, followed by significant
operating deficits from FY 2000-01 through FY 2003-04. The projected deficits start at $608,000
for FY 2000-01 and are projected to reach $1,796,000 by FY 2003-04. This forecast assumes the
renewal of a4.0 mill operating levy that will expire in FY 2001-02. Non-renewa of this levy will
significantly worsen SLSD’ s financial condition.

SLSD received revenues totaling $5,500 per pupil in FY 1997-98, placing it dightly above the peer
district average of $5,406 and below the state average of $6,418. However, in the previous two
years, the District’s per pupil revenues were significantly less at $4,449 in FY 1995-96 and $4,775
in FY 1996-97. The increase in FY 1997-98 was due primarily to increases in state foundation

Executive Summary 1-4



Southern Local School District Performance Audit

revenue. Per pupil expendituresin FY 1997-98 totaled $5,498, an amount almost equal to revenues.
However, in each of thetwo previousfiscal years, per pupil expendituresexceeded per pupil revenues
by approximately eight percent, as reported by EMIS.

Asalabor intensive organization, SL SD expends approximately 81.3 percent of its operating budget
to fund payroll and fringe benefit costs. InFY 1998-99, SL SD’ saverageteacher salary was $33,281,
whichisgreater than each of the peer districtsaswell asanother local school district. Analysisof the
Didtrict’ s average teacher salary for the past ten years indicates the District has historically had the
highest average teacher salary within Meigs County and among the peer districts. Although the
District and theteachers’ union have not negotiated acost of living increase since 1992, an additional
step to the salary schedulewas negotiated effective FY 1998-99. Becauseof aclauseintheclassified
union agreement, the District was also required to provide classified employees with a comparable
sdary increase effective FY 1998-99. In addition, SLSD has the highest number of supplemental
contracts and the highest amount paid for supplemental contracts when compared to the peer
districts. It appearsthat SLSD’ shigher salary structure within Meigs County contributesto teachers
choosing to work through retirement, which causes the District to continually incur higher salaries.
As a result, SLSD is encouraged to continue wage freezes for all employees, reassess the
supplemental contract schedule and consider eliminating certain supplemental contracts to improve
the District’s financial condition.

SLSD’s annual benefit cost per employee for FY 1998-99 is the highest among the peer districts at
$7,903. Thehigher costscan beattributed, in part, to SL SD not requiring its employeesto contribute
toward premium costs. Additionally, all employees, regardlessof hoursworked per week, areeligible
for full benefits; the District has a high claims experience rate; the medical plan requires minimal
employee annual deductibles; the District offers a costly prescription plan which does not require
employeesto co-pay for generic prescriptions and the medical plan providesfor agenerous lifetime
maximum benefit. Because of the higher salary structure and high claims experience rate, it is
reasonable to consider employee contributions that represent a larger percentage toward health
insurance premiums than the peers.

For FY 1999-00, the Digtrict has approximately 95.5 employees, including approximately 53.5
teachers. During the past eight years, the District’ s staffing levels reached a high of 97.0 FTEs (FY
1992-93) to a low of 88.5 FTEs (FY 1995-96). Although enroliment has been declining, the
Digtrict’ s current staffing levels are approximately equal to the higher staffing levelsin FY 1992-93.
For FY 1998-99, the staffing level sin conjunction with enrolIment resulted in a20.8: 1 student teacher
ratio in elementary schools, a 21.5:1 student teacher ratio in the middle schoolsand a19.3:1 ratioin
the high school. Prior to the opening of the new K-8 building in FY 2001-02, the District should
complete a comprehensive staffing analysis to determine which classified positions may be reduced
due to the economies of scale achieved by the consolidation of buildings and projected declining
enrollment. The District should consider reducing 2.5 FTE secretarial positionsand onefood service
position once the new building opens.
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SLSD has negotiated collective bargaining agreements which provide management with the ability
to evaluate all employees a minimum of once ayear. However, the District indicated that tenured
teachers and classified employees are not evaluated annually. SLSD is encouraged to evaluate all
employees on an annual basis. The classified contract contains two clauses which could potentially
resultinincreased salariesfor classified employees. The District should negotiate the remova of any
clause which guarantees salary increases. In addition to the higher salaries and the generous medical
benefits provided to all employees, the District’ s severance payout policy isin excess of the minimum
policy required by the Ohio Revised Code (ORC). Severance pay is granted to retiring employees,
regardless of the number of years of service with the District. The District should consider
renegotiating the severance payout policy to be morein line with the ORC. Renegotiation of these
certain provisions is necessary to reduce operating expenditures.

There are currently three elementary schools, one middle school, one high school, one stadium and
one trangportation facility. The average age of the five school buildings is approximately 58 years
and deferred maintenance has created significant capital needs. The District is part of the Ohio
School Facilities Commission (OSFC) Classroom Assistance Program (the program) which is
providing SLSD with approximately $5.8 million for the construction of a new K-8 building and
renovations to the high school. The program requires school districts to match a certain portion of
thetotal cost of the construction. SLSD wasrequired to passa$4.0 million bond levy for its portion
of the facilities costs. The program also requires the District to set aside one-half mill for capital
maintenance of the new facility. The new building will replace the three elementary buildingsand the
one middle school and is expected to be open for the 2001-02 school year.

The District does not prepare enrollment projections, which are critical to effective capital planning.
Additionally, enrollment projections do not appear to have been used when the size of the new K-8
building was determined. Based on enrollment projections prepared by the Ohio Department of
Education (ODE), SLSD’s enrollment is expected to be at 737 by FY 2001-02 and is expected to
decrease by 149 studentsby FY 2008-09. Whiletotal squarefootagewill increase by 29,021 square
feet in FY 2001-02, the increase in square footage does not appear to correlate with the District’s
future enrollment needs as projected by ODE. In order to appropriately address educationa needs
and space availability, the District should formally adopt methodologies for projecting enrollments
and functional capacity utilization. Enrollment projections and capacity analyses should be updated
on aregular basis.

The average square footage per custodian is 19,056 for FY 1998-99, which is the second lowest of
the peer districts and lower than the peer average. Custodial salaries and benefits are significantly
higher per square foot than the peer districts. This is largely due to the District’s higher salary
structure and generous benefits package. Although the new K-8 building and additions to the high
school will result in an increase in total square footage, the District should be able to reduce one
custodial position based on economies of scale achieved with the building consolidation. Although
the District’ s FY 1998-99 utility costs are the second lowest per square foot when compared to the
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peers, the new building will ultimately increase the District’s utility costs. Because SLSD has not
developed an energy conservation program, the implementation of such a program is important to
controlling and minimizing utility costs.

For FY 1998-99, approximately 633 students were eligible for transportation and the District
operated 10 buses and three spares. In the area of transportation, SLSD’s FY 1998-99 operating
ratios for regular and specia needs students appear high when compared to the peer districts. The
regular per student transportation cost of $461 exceeded the peer district average by approximately
34 percent. The specia needs per student transportation cost of $5,724 exceeded the peer district
average by 38 percent.

Significant factors contributing toward the District’s higher operating ratios include establishing a
generous salary structure, offering a costly benefit package at no cost to employees and providing
supplemental contracts to drivers. Bus drivers are guaranteed four hours of pay per day athough,
on average, each busdriver only workstwo hoursand 39 minutes per day. Additionally, asubstantial
portion of the special needs transportation costs is due to a contract to transport a special needs
student to Athens, Ohio. The contract reimbursesthe driver at arate of $0.50 per mile for an annual
cost of approximately $14,000. Reductionsin transportation costs can be achieved by reducing the
number of supplemental contracts offered to busdrivers, decreasing the number of guaranteed hours
provided to busdrivers and reducing the contracted mileage reimbursement rate to bein linewith the
federal reimbursement rate.

In order to achieve and maintain financial stability, SLSD faces severa difficult challengesincluding
the reduction of staff, curbing payroll and benefit costs and meeting statutory requirements
established by House Bill 412 financial set-asides, while maintaining high standardsfor the education
of its students. The Digtrict’s negotiated agreements with both bargaining units expire on June 30,
2000 and prudent bargaining with the unions will help to ensure future financia stability. At a
minimum, the District must examineits benefit structure and maintain wage freezesfor al employee
classifications. In addition, staffing levels should be examined in light of the consolidation of four
existing buildings due to the new K-8 building.

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 SLSD is providing.
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Summary Result

The summary result of the performance audit is contained within pages 1-9 through 1-20. The
summary result is followed by overal performance audit information including a definition of
performance audits, the objective and methodology of performance audits and peer district
comparisons of key information.

The performance audit addresses four magjor areas of SLSD operations. The financial systems area
is further segregated into financia planning as well as revenues and expenditures. A summary of
backgroundinformation, ma or findings, major commendations, maj or recommendationsandfinancial
implications is provided for each area. However, a thorough analysis of each of the four areas,
including detailed findings and recommendations, is contained within the corresponding section of
the report. All interested parties are encouraged to read the entire report.

The results of this performance audit should not be construed as criticisms of SLSD management.
The performance audit should be used as a management tool by the Commission, SLSD and the
community toimprove operationswithin the District thereby aidinginthe preparation of the District’s
financial recovery plan.

A tablerepresenting asummary of the financial implications of the recommendationsis presented on
pages 1-19 through 1-20. However, the performance audit also contains a number of
recommendations which may not generate estimable cost savings but will result in enhanced service
ddivery within district operations. If implemented, these recommendations would improve the
operational efficiency of the SLSD and its effectiveness in achieving 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 SLSD’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

This section focuses on the financial systemswithin SLSD. The objective is to anayze the current
financia condition of the District, including an evaluation of the internal controls, and develop
recommendations for improvements and efficiencies. Within this section, a forecast is presented
representing the Auditor of State's assessment of SLSD’s financial condition.

Background: Because the District was facing a $627,000 operating deficit in FY 1999-00 that met
all the conditions identified in ORC 8§ 3316.03, the Auditor of State placed SLSD in fiscal watch.
ORC 8§ 3316.03 requires the Auditor of State to declare a school district to be in a state of fiscal
emergency if thedistrict’ sboard of education failsto submit an acceptable financial recovery planto
the state superintendent within 120 days of being placed in fiscal watch. After being placed in fiscal
watch, the Board adopted a resolution stating that it would be unable to submit an acceptable plan
within the statutory period. Asaresult, on November 8 1999, the Auditor of State declared SLSD
to bein astate of fiscal emergency. Whilein fisca emergency, afinancial planning and supervision
commission has been formed and given broad oversight authority to balance the District’ s budget.

Forecast: A financia forecast was prepared by the District in January 1999 to fulfill requirements
of H.B. 412. The forecast was revised in January 2000. The revised forecast projects the District
encountering a negative ending cash balance of $2.2 million by FY 2003-04. However, the forecast
contains several mathematical errors which creates an inaccurate picture of SLSD’s financia
condition. Similarly, theforecast |acksadequate assumptionsand several categoriesarenot projected
based on historical data.

Table2-1 presentsaforecast for the District assuming no material changesin operating expenditures
or revenues. This forecast projects an operating fund deficit of $1.8 million by FY 2003-04.
Differences between Table 2-1 and SLSD’ sforecast include the assumptions of renewal of the 4.0
mill emergency levy beginning in FY 2001, increasing state foundation revenue, anticipated increased
costs the District will likely incur to fund the spending requirements of H.B. 412, and the inclusion
a$627,000 Solvency Fund loan. A second forecast is presented in Table 2-1A which incorporates
the performance audit recommendations, including savingsand i mplementati on costs, that could serve
asaframework for the District’ s Financial Planning and Supervision Commission as it develops the
financial recovery plan.

Findings: SLSD’scurrent financia difficulties appear to be thelong term result of high salariesand
generous fringe benefits. The District has encountered serious financia difficulties in the past and
borrowed approximately $533,000 in state operating loansin FY 1993-94 and FY 1994-95 to avoid
year end deficits. SLSD’s salaries remain the highest of the peers and neighboring districts in four
of eight staffing categories. Support services costs are high in proportion to instructional spending
whilediscretionary spending makes up approximately 14 percent of total General Fund expenditures.
Some of these decisionswere due, in part, to alack of financial planning and management by District
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administrators.

Approximately 39.5 percent of the District’s total revenues are derived from local sources. State
foundation revenues account for approximately 52 percent of district revenues. In total, SLSD
receivesrevenuesof approximately $4,791 per pupil which ranks 354" among the 611 school districts
in Ohio.

Many areas of the District’ sfiscal operations were determined to contain significant internal control
weaknesses and/or were noncompliant with various sections of the ORC. Examples of these
situations include the inability to reconcile cash, not adopting formal budgets, not filing “412"
certificates, and not using encumbrances to identify liabilities.

Because school districts have limited resources, the alocation of funds between the functions of a
districtisanimportant aspect of the budgeting process. An analysisof expenditures posted to various
USAS function codes indicated that SLSD allocated approximately 42.7 percent of its total costs
toward support services and 54.9 percent toward instruction. The peer averages for costs relating
to support services and instruction were approximately 40.1 and 53.2 respectively.

Recommendations: The District should develop detailed five-year forecasts with accompanying
assumptions and notesfor major operating, capital, and debt funds. A detailed financial forecast will
alow the Board, the Commission, the administration and the public to better understand SLSD’s
financia condition.

The treasurer and his assistant should begin to use the technology available to the District through
the dataacquisition site (DAS) and should eliminate computation errors from the forecast and other
reports. Inaddition, thetreasurer should begin to encumber fundsto show amorerealistic projection
of Digtrict liabilities. Also, an annua budget should be developed and should be used to control
expenditures and better manage District funds. Finally, the treasurer should ensure that all District
financia statements are prepared according to generally accepted accounting principles. H.B. 412
expenditures and set asides should be presented in a manner to convey an accurate estimate of the
District’s financial reserves and required set asides.

Other significant recommendations include the following:

1 Discontinue borrowing to cover operating debt and, instead, realign expenditures to fall
within the funds available to the District
I Develop a coordinated grant program to include all teachers and administrators in the grant

search and application process
I Ensure that all appropriation adjustments are approved at the legal level of control
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Human Resources

Background: The human resources section evaluates the number, makeup and compensation of
SL SD employees, substitute utilization and costs, benefitsadministration, contractual issuesand other
employment and organizational issues. The District does not have an individual human resources
department. The individuas performing human resources functions include the superintendent,
treasurer, assistant treasurer and theadministrativeassistant. Theprimary purposesof theindividuals
performing human resources functions are recruiting and sel ecting employees, complying with state
and federal employment laws, negotiating labor contracts, administering salaries and benefits and
administering employee performance and discipline policies.

Findings: A review of EMIS staffing data shows numerous errors and data miscodings, primarily
because SLSD does not verify staff demographic information entered into EMIS on aregular basis.
An analysis of corrected EMIS staffing data indicated staffing levels have fluctuated over the past
severa years. Staffing levels have increased since FY 1997-97 while total ADM has decreased.
Because the District will consolidate three elementary buildings and one middle school building
effective FY 2001-02, the District may be able to reduce some classified positions due to the
economies of scale achieved by the new building.

A review of SLSD’s high school teaching schedul e indicates that 39 regular education periods have
15 or less students enrolled in the class. Further analysis indicates the District has five high school
teacherswho teach various English and Math courses. The English classes average a student/teacher
ratio of 17.0:1 and the Introduction to Math classes average a student/teacher ratio of 13.8:1.

When compared to the peer districts, SLSD has the highest average sdaries in the
professional/education, transportation, custodian/mai ntenance and food service areas. Although the
average saary for teachers is the highest when compared to the peer districts, SLSD has not
negotiated a cost-of-living increase to the teachers salary schedule since 1992. However, an
additiona steptothecertificated salary schedulewas negotiated effective FY 1998-99 whichresulted
in an increase of approximately 2.3 percent for certificated salaries to the District. In addition, the
District was required to provide classified employees with asalary increase dueto a“metoo” clause
inthe OAPSE contract, which consisted of an increase in the salary schedule and an addition of two
steps to the salary schedule. Thisresulted in an increase of approximately 4.6 percent for classified
salaries.

SLSD spent $53,525 on substitute services for FY 1998-99 including $31,500 in teacher substitute
costs. An analysis of substitute teaching days shows that approximately seven percent of available
teaching days were taught by substitute teachers. SLSD’s average sick days per teacher was the
second highest when compared to the peer districts and SLSD’s average sick days per classified
employee was the second lowest when compared to the peer districts. SLSD usesthe Athens-Meigs
county ESC to secure their substitute teachers. The District’ s total supplemental contract payment
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scheduleisapproximately 37 percent greater than the peer district average and hasthe highest number
of positions requiring a supplemental contact among the peers.

With regard to total insurance costs, SLSD has the highest estimated annual cost per employee
among the peer districts at $7,903 which is significantly higher than the annual cost of health care of
$5,680 per covered employeein 1999 as estimated by SERB. Factors contributing to SLSD’s high
annual insurance costs include the following:

1 Employees are not required to contribute towards the monthly premiums for medical
or dental insurance

All employees, regardless of hours worked per week, are eligible for full benefits
The Didtrict has a high claims experience rate

The medical plan requires minimal employee annual deductibles

The District offersacostly prescription plan which does not require employeesto co-
pay for generic prescriptions

I The medica plan provides for a generous lifetime maximum benefit

When compared to the peer districts, the District has the second lowest experience modifier and the
lowest premium cost per employee for workers compensation for 1998. Along with Bridgeport
Loca Schools, SLSD has the lowest number of medical claims and lost time claims filed per
employee.

Severance pay is granted to SLSD employees who are eligible to retire under the state retirement
system regardless of years of service with the Didtrict, forcing the District to grant severance
packages to employees who have not served the District for an extended period of time. Also, the
maximum number of days SLSD can be liable for in terms of severance payout is 60 days.
Assessment of the SLEA agreement indicated that the District and union have established a labor-
management committee, teachers have 30 daysto file a grievance and limited contract and tenured
teachers are to be evaluated a minimum of once a year. However, the superintendent indicated
tenured teachersare not alwaysevaluated on an annual basis. The OAPSE contract doesnot provide
for a probationary period and contains a clause which requires the District to re-negotiate wages if
the District receives additional state funding monies in excess of $4,500 per pupil. In addition, the
contract contains a “me too” clause which guarantees OAPSE members the same salary increase
provided to SLEA members. SLSD’s overtime calculation policy is more than required by the Fair
Labor Standards Act because the District includes paid sick leave as time worked when calculating
overtime. The OAPSE contract also provides all classified employees with the highest number of
paid holidays per employee among the peer districts. Additionally, the District provides classified
employees called into work for an emergency with a minimum of two hours pay. However,
employees are not required to work for the entire two hours.
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Commendations: Based on the peer comparison of experience modifiers and premium costs per
employee as well as the four-year clam history, SLSD is successfully managing its workers
compensation program. The periodic meeting of labor and management creates an avenue of open
communication between staff and management which has a positive effect on the general morale of
the District. Evaluating limited contract teachers aminimum of once per year provides the District
with an effective assessment of a teacher’s job performance.

Recommendations: Because SLSD receivesfunding based upon EMISinformation provided by the
District and because EMIS information is provided to the public and is used to make assessments
about the effectiveness of SLSD as a whole, the District should routinely review EMIS steff
demographicinformation to determine accuracy and completeness. The performanceaudit identified
areas where staff could possibly be reduced. The following table summarizes areas where staffing
levels should be reviewed when evaluating alternatives to deal with the current financial situation.
Procedures should be devel oped to monitor and improve productivity to offset the operational impact
of staff reductions.

Staff Reductions by Position
Estimated
Classification Section Number Annual
of Position Basis Number | Reduced Savings
Based on achieved economies of scale when the
K-8 building opensin FY 2001-02, the District
will be able to reduce 2.5 secretarial positions
Secretarial and and one food service position to align staffing
Food Service with new building configuration. 3 35 $58,360
Consolidating commonly offered high school
classes could potentially reduce 1 high school
Teaching teaching position. 3 1.0 $43,200
Based on current square footage/custodian
statistics and achieved economies of scale when
the K-8 building opens, the District should
Custodian reduce 1 custodial position effective FY 2000-01. 4 1.0 $24,775
Totals 55 $126,335

Because of the District’s current financial situation, the District and the unions should continue to
negotiate wage freezes until the District recovers from its current financia difficulties. Also,
management should negotiate the removal of the “me too” clause from the OAPSE contract.
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The District should reduce the number of sick leave days taken per teacher to reduce the overal
substitute costs. In addition, the District should consider implementing additional strategies to
increase the substitute pool. SLSD should examine the supplemental contract payment schedule
during the next round of negotiations and consider shifting responsibilities to other areas. SLSD
should require full-time employees to contribute toward monthly premium costs.

SLSD should consider requiring ten years of service for all employees to be €ligible for severance
packages, and should renegotiate its severance policy to standards identified by the ORC. 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. SLSD should conduct annual evauations for al
employees and the District should establish a probationary period to be more in line with the peer
districts. TheDistrict should review itscurrent overtime policy and consider negotiating it to bemore
in line with guidelines set forth by the Fair Labor and Standards Act and Ohio law and the District
should consider eliminating three paid holidays.

Other significant recommendations include the following:

Management should negotiate the remove of any clauses that guarantee salary increases.

M anagement should consider negotiating the OAPSE contract so that employeesarerequired
to work the entire two hours in emergency call-in situations.

Management should consider establishing apolicy which limits the amount of sick leave that
can be transferred into the District and paid out at severance.

Financial Implications: It isestimated that the recommendationsin this section of the report would
result in approximately $273,500 - $345,400 in annual savings and with an additional cost avoidance
of approximately $195,600.

Facilities

Background: The facilities support staff is responsible for maintaining Southern Local School
Didtrict’s (SLSD or the Digtrict) facilities. The District consists of three elementary schools, one
middle school, one high school, one stadium and one bus garage. The transportation personnel are
responsible for cleaning the bus garage, while the coaches are responsible for the upkeep of the
stadium. The bus garage and the stadium have been excluded from custodial square footage
calculations as the custodians are not responsible for cleaning these areas. Thefive facilities, which
are the focus of this report, have a combined square footage of 104,810. The average age of the
school buildingsis approximately 58 yearsold. The District iscurrently constructing an al inclusive
K-8 building. The new building will be located next to the high school and is scheduled for
completion in the 2001 academic year. Additionaly, the high school will be expanded and
renovationswill be undertaken. Thefacilities support staff consists of 5.5 full-time equivaent (FTE)
custodiansand one FTE maintenance employee and has an annual budget of approximately $350,000.
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Findings. The average squarefootage per custodial employeeis 19,056 which isthe second lowest
of the peer districts. The consolidation of the three elementary schoolsand one middle school aswell
asthe proposed reduction in staff will bring thetotal squarefootage coverage of the custodianscloser
to the square footage ratio of someof itspeers. SLSD’ scustodial employee base salary isthe highest
of thepeer districts. Themaintenanceempl oyeeisrespons blefor maintaining approximately 104,810
square feet, which is 25,498 less square feet per person than the peer district average, but 29,810
more square feet per person than the AS& U Region 5 average. Additionaly, SLSD’s maintenance
employeebase salary isthe highest of thefour peer districts. SLSD’ scustodianswork only 7.5 hours
aday or 37.5 hoursin awork week while receiving the highest average base salary of $19,058 in FY
1998-99. In addition, SLSD’s custodians cover the second lowest square footage of its peers.

The District does not have awritten preventive maintenance schedul e detailing when each task isto
be performed, nor does it have a log book to record when the preventive maintenance tasks are
completed. Although afina decision has not been made yet, the District is considering selling the
existing el ementary school buildingsand maintaining themiddle school building for additional storage
gpace. At this point, the District cannot estimate the market value of the various properties.

In the last 10 years, SLSD’s student population has decreased by 176 students. The student
population decreased annually from the 1990-1991 school year through the 1999-00 school year,
whereit is currently 781 students. According to the most recent ODE enrollment projections, the
student population isgoing to decrease to 588 students by 2008-09. According to ODE’ senrollment
projections and the future school building configurations, SLSD will be operating at 78 percent of
its functional capacity in 2001-02. The District has not developed student enrollment projections.

While SLSD has conducted some analysis of their facilities, the District has not developed a
comprehensivefacilitiesmaster plan (FMP) to addressfacility needs, including new schools, building
closures, additions, renovations and preventive maintenance. Even though the District has taken
some steps to reduce energy costs, the District has not developed an energy
management/conservation program which details specific steps that all employees can follow on a
day-to-day basis.

Commendations: It appearsthat SLSD is effectively managing its custodial/maintenance overtime
expenditures. In FY 1998-99, the District spent $415 in custodia overtime and $0 in maintenance
overtime. By effectively and efficiently managing overtime costs, the District is able to spend more
money in instructiona related areas.

Recommendations: The District should be able to reduce its custodial staff by one FTE, while
effectively maintaining all future facilities. The reduction would be possible with the consolidation
of the middle school and the three elementary schools into one new building and the resulting
economies of scale. A planned preventive maintenance program should be developed and
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implemented to help maintain the District’s facilities. The District should develop preventive
mai ntenance schedules and log books for each facility.

During the next round of union contract negotiations, the District should try to increase the length
of the custodial work week from 37.5 hours to 40 hours in an effort to increase efficiency and
productivity. This is also important considering SLSD’s custodians are paid approximately 12
percent more in base salary than its peers, while covering less square footage.

SLSD should reconsider its decision to maintain the middle school building for additiona storage
space purposes. Given the Didtrict’ s negative financial condition, it should dispose of al buildings
for which there is no future need. Allocating resources to maintain a building that will not directly
supportinstructional activitiesor key operational functionsrepresentsunnecessary expenditure of the
Digtrict’s limited resources.

The Didtrict should start developing enrollment projections as part of the comprehensive FMP.
Because enrollment projectionsare ava uable planning tool, they should be completed annually. The
District should develop a comprehensive FMP which contains historical information about the
District’ s demographics and community characteristics; educational programs, goals, and practices,
enrollment projections; facility evaluations and capital improvement needs; capacity and space
utilization analyses; an implementation plan and budget which includes funding sources; and an
evaluation process. The District should implement an energy management/conservation program to
lower utility costsin each school building. Thisisespecially important because the new building will
have additional electrical features that the current buildings do not have, which could result in
increased electrical consumption.

Other significant recommendations include the following:

1 TheDistrict should start devel oping enrollment projectionsas part of the comprehensive FMP
1 The Disgtrict should investigate ways to take advantage of the purchase of deregulated gas.

Financial Implications: It isestimated that the recommendationsin this section of the report would
result in approximately $34,775 in annual savings.
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Transportation

Background: In FY 1998-99, Southern Local School District (SLSD or the District) provided
transportation services to approximately 633 students daily using various methods. The
transportation department employed 11 individuals during FY 1998-99 with operating expenditures
of approximately $361,000. On a daily basis, District buses transported 627 regular education
students and 4 special needs students. In addition, one special need student was transported using
a parent/guardian contract and one special need student was transported using a contracted other
vehicle. During FY 1998-99, District busestravel ed approximately 166,140 milestotransport regular
and specia needs students.

Findings: Statelaw requiresschool districtsto providetransportation for resident studentsin grades
kindergarten through eight who reside two or more milesfrom their designated school of attendance.
SLSD transports all studentsin grades kindergarten through twelve who live one mile or more from
their school of attendance as well as al students who live less than one mile from their school of
attendance provided that their residence is on aregular bus route.

SL SD does not use routing software. Routes are manually designed based upon previous busroutes
and are adjusted yearly. Based upon FY 1998-99 bus rider information provided by the
transportation supervisor, SL SD’ sbusfleet isoperating at approximately 99 percent of capacity. The
District operates on a one-tier bell schedule which provides maximum efficiency for SLSD based
upon the District layout.

TheDistrict’ saverage cost to transport aregular transportation student is $461. In comparison, the
Didtrict’s average cost to transport a special needs students is $5,724. Peer district averages for
regular and special needs transportation are $345 and $4,151 respectively. SLSD’s regular needs
transportation cost per bus is $32,114 and the peer district average is $27,101. For specia needs
transportation, SLSD has the highest cost per student on District buses ($4,995), contracted other
vehicles ($14,000) and all modes of transportation ($5,724). Peer district averages are $3,150,
$9,712 and $4,151 respectively. Factors which contribute to the higher operating costs for regular
transportation include paying busdrivers at ahigher average hourly rate and average yearly rate than
the corresponding rates of the peer districts, paying bus drivers for hours which they do not work,
paying supplemental contractsto four driver for routes driven in addition to their regular routes and
giving afull benefits packageto all employeesregardless of the number of hoursthat they work. The
negotiated union agreement does not require an employeeto provide aphysician’ smedical certificate
and areturn to duty release form if absent for an extended period of time. In addition, the District
includes approximately 85 square mileswhich is covered by nine active regular transportation buses.

SLSD’s bus fleet has an average age of 12.0 years. Nine buses exceed the age guidelines for bus
replacement. At the beginning of the school year, the District bids several items (diesel fuel, gasoline,
engine oil and grease) which the transportation department uses consistently.
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Commendations: During FY 1998-99, the district’s transportation department transported 627
regular transportation students on nine regular transportation buses which is the equivaent of one
bus for every 70 students. By setting the hourly rate for extra trips lower than the hourly rate for
thelr regular routes, the District is able to expend more money on education rather than on salaries
and benefits. Hiring a part-time mechanic to help with an older bus fleet helps keep down costs
associated with paying overtime to the full-time bus driver. The development of specifications and
selection of vendors via contracts or competitive bidding helps ensure that the District is receiving
the best possible rates for all services and assists the District in identifying available vendors. The
control proceduresthat are in place to monitor fuel usage prevent the use of fuel for activitieswhich
are not related to the District.

Recommendations: SLSD should adopt a transportation policy for the District explaining why
students are being transported, how students will be transported, what students will be transported,
milelimitationsfor eligibility to receive transportation, hazard exceptions and transportation of non-
public students. The District should implement and develop procedures to ensure that accurate
reports are prepared and that they reconcile to the 4502 Report. SLSD should reduce the mileage
reimbursement rate to the federa rate of $0.325 per mile.

SLSD should consider the length of the bus routes and actual time spent working before setting the
bus driver’s salaries in contract negotiations. During contract negotiations between the board of
education and Local 453, the District should lower the number of guaranteed hours given to bus
drivers from four hours per day to three hours per day SLSD should perform an analysis on the
salaries paid to bus drivers to determine if they are paid an appropriate hourly and yearly amount
based upon job descriptions and responsibilities. SLSD should eliminate the supplemental salaries
for the additional routes during the next contract negotiations.

Other significant recommendations include the following:

1 SL SD should consider implementing apolicy requiring amedical certificate from aphysician
after an extended absence due to illness.

I SLSD should prepare a formal bus replacement plan which should include the number of
buses to be replaced each fiscal year along with the estimated cost of replacement.

Financial Implications: It isestimated that the recommendationsin this section of the report would
result in approximately $4,560 in additional revenue and $36,715 in annua savings.
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Summary of Financial I mplications

The following table summarizes the performance audit recommendations which contain financial
implications. These recommendations provide a series of ideas or suggestions which SLSD and the
Financial 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 and Cost Avoidance
Ref. Recommendations From All Sections Additional
No. Revenue Cost Savings Cost Avoidance
Human Resources
R3.2 | Reduce 2.5 secretaria positions and one $58,360
food service position upon the opening of (annual)
the new K-8 building
R3.3 | Replace one high school teaching position $43,200
by consolidating commonly offered courses (annual)
R3.5 | Eliminate computer coordinator, $11,794
lunchroom supervisor and three Title (annual)
program supplemental contracts
R3.6 | Reduce sick leave usage among certificated $3,480 - $10,440
staff (annual)
R3.7 | Reduce sick leave usage among classified $2,637 - $5,276
staff (annual)
R3.10 | Increase employee contributions toward $148,809 - $208,203
health care premiums (annual)
R3.13 | Implement reduced payout of sick leave for $195,638
certificated and classified staff (one-time)
R3.18 | Reduce the number of paid holidays for $5,000 - $7,900
classified employees by three holidays (annual)
R3.22 | Discontinue practice of granting $227 for every
compensatory time to classified employees calamity day
who work calamity days
Facilities
R4.9 | Implement an energy savings program. $10,000
(annual)
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Estimated Revenue Enhancements, Cost Savings and Cost Avoidance

Ref. Recommendations From All Sections Additional
No. Revenue Cost Savings Cost Avoidance
R4.4 | Reduce one custodian position upon the $24,775
opening of the new K-8 building (FY (annual)
2001-02)
Transportation
R5.2 | Under reimbursement of special needs $4,562
transportation expenditures for FY 1998- (one-time)
99
R5.5 | Reduce the number of guaranteed hours for $27,265
bus drivers from four hours to three hours (annual)
R5.6 | Discontinue supplemental contracts for $9,450
additional bus routes (annual)
Total $4,562 $344,770 - $416,663 $195,638
(one-time) (annual) (one-time)
(plus $227 per
calamity day)

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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Obj ectives 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 arereaching their goalsand if the goals are proper, suitable or relevant. Program audits often
focus on the relationship of the program goals with the actual program outputs or outcomes.
Program audits attempt to determineif the actual outputs match, exceed or fall short of the intended
outputs. Thisaudit 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 are the following:

I Identify opportunities for improving district effectiveness, responsiveness and quality of
service delivery which is cost beneficia
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, theaudit providesthedistrictswith alternativerecommendations
intended to enabl e the district to operate more efficiently and economically. Enhancementsto these
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systems will assist in improving the delivery of educational services to students.

The performance audit on SLSD covers the following areas of operations:

Financiad 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 typicaly are
major cost centers and have the potential to create a significant financial or operational risk.

M ethodology

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

Studies, reports and other data sources

In assessing the various performance audit areas, SL.SD was asked to provide any previous studies
or analyses already prepared on the subject areas. In addition to assessing this information, the
auditors spent a 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 the
following:

Financial forecasts

SLSD financial and budgetary reports

Board policy manual and board minutes, including appropriation resol utionsand amendments
Negotiated union contracts

Organizational charts and position descriptions

Various reports from the Education Management Information System (EMIS)

Cost of Health Insurance in Ohio’ s Public Sector Report from the State Employee Relations
Board (SERB)

Datafrom the Bureau of Workers' Compensation

Various Ohio Department of Education transportation forms

American School and University’s 1998 Annua Maintenance and Operating Cost Study
Reports regarding the State Emergency Loan Program and State Solvency Assistance Fund
Ohio Revised Code and Ohio Administrative Code
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| nterviews, Discussions and Surveys

Numerous interviews and discussions were held with many levelsand groups of individualsinvolved
internally and externally with SLSD. These interviews were invaluable in developing an overal
understanding of district operations and in some cases, were useful sources in identifying concerns
with SLSD’ s operations and in providing recommendations to address these concerns. Examples of
the organizations and individuals that were interviewed include the following:

Administrators, teachers, and support staff

Union representatives

The Ohio Department of Education

The Ohio Schools Facilities Commission (OSFC)

Representatives from the Meigs County Auditor’s Office

Representatives from other school districtsincluding Bridgeport Exempted Village, Eastern
Local, Green Local and Meigs Local.

Benchmark Comparisonswith Other Districts

Three other school districts, Bridgeport Exempted Village, Eastern Local and Green Local, were
sel ected to provide benchmark comparisonswiththe SLSD. Performanceindicatorswereestablished
for the various performance audit areas to devel op a mechanism for determining how effectively and
efficiently SLSD is providing necessary functions. The information was gathered primarily through
information contained within the Department of Education’s Education 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 suggested procedures were selected to provide certain benchmark comparisons
with SLSD regarding facilities operations.
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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 selected for this performance audit includes Bridgeport Exempted Village School District,
Eastern Local School District and Green Local School District. Thesedistrictswere selected as peer
districts because of ssimilar demographic statistics. The peer averageincludes Southern Local School
District, unless otherwise noted. The statewide average includes all school districts located within
the state of Ohio. Certain information contained within this executive summary may differ from the
individual areas due to the timing of the data from the Department of Education.
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Average daily membership (ADM) differs from standard enrollment in that it makes adjustments for
kindergarten, special and vocational education students. Over the last ten years, Southern's ADM
has been steadily declining. The District’'s ADM was 792 in FY 1997-98. This was the second
lowest among the peer districts and about the same as the group average for FY 1997-98. Over the
four year trend, Southern’s ADM declined by the greatest percentage among the peer districts.
According to Ohio Department of Education estimates, the District’s ADM is projected to continue
to decline over the next nine years.

Average Daily M ember ship

% Change
FY 1994-95 FY 1995-96 FY 1996-97 FY 1997-98 1995-98
Southern LSD 852 847 831 792 (7.04)%
Bridgeport EVSD 878 841 847 828 (5.69)%
Eastern LSD 783 786 794 800 2.17%
Green LSD 795 746 747 760 (4.40)%
Group Average 827 805 805 795 (3.86)%
State Average 2,870 2,876 2,901 2,896 0.91%
Sour ce: Educational Management Information System (EMIS)
Average Daily Membership
Fiscal Year 1997-1998
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Southern’s expenditures per pupil was the second highest among the peer districtsin FY 1997-98.
The Digtrict’s higher salary level structure compared to the peer districts contributes to the higher
expenditures per pupil amount. At $5,498, Southern’s per pupil spending was four percent higher
than the group average but 12 percent lower than the state average for FY 1997-98. Over the four
year trend, Southern’ s4 percent increase was the lowest of the comparison group and lower than the

state aver age.
Expenditures Per Pupil
% Change

FY 1994-95 FY 1995-96 FY 1996-97 FY 1997-98 1995-98
Southern LSD $5,285 $4,797 $5,137 $5,498 4.03%
Bridgeport EVSD $4,820 $5,158 $5,135 $5,594 16.05%
Eastern LSD $4,546 $4,326 $5,073 $4,911 8.03%
Green LSD $4,554 $4,825 $5,237 $5,102 12.03%
Group Average $4,801 $4,777 $5,146 $5,276 9.90%
State Average $5,391 $5,466 $5,939 $6,232 15.60%

Sour ce: Educational Management Information System (EMIS)
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Southern’s average revenues per pupil was approximately equal to its corresponding expenditures
per pupil. TheDistrict had the highest revenues per pupil among the peer districtsin FY 1997-98 but,
over the four year trend period, had the lowest rate of increase at 4.5 percent. The 4.5 percent
increase was significantly lower than the group average and state average.

Revenues Per Pupil

% Change

FY 1994-95 FY 1995-96 FY 1996-97 FY 1997-98 1995-98
Southern LSD $5,263 $4,449 $4,775 $5,500 4.50%
Bridgeport EVSD $3,696 $4,251 $5,201 $5,497 48.73%
Eastern LSD $4,670 $4,866 $5,075 $5,368 14.95%
Green LSD $4,365 $4,905 $5,218 $5,258 20.46%
Group Average $4,499 $4,618 $5,067 $5,406 20.16%
State Average $5,403 $5,612 $5,995 $6,418 18.79%

Sour ce: Educational Management Information System (EMIS)
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Southern had the highest percentage of studentsreceiving Temporary Assistance for Needy Families
(TANF) among the four peer districtsin FY 1997-98. The District’s TANF rate of 27.8 percent of
students was 13 percent higher than the group average and almost double the state average for FY
1997-98. Over the four year trend period, Southern’s percentage of students receiving TANF
declined at a slower rate than the group as awhole or statewide.

Per centage of Students Receiving Temporary Assistance for Needy Families (TANF)
Increase/ % Change
FY 1994-95 FY 1995-96 FY 1996-97 FY 1997-98 Decrease 1995-98
1995-98
Southern LSD 28.8% 28.2% 27.2% 27.8% 1.0% (347)%
Bridgeport EVSD 27.5% 28.8% 26.7% 24.7% 2.8% (10.18)%
Eastern LSD 21.9% 22.1% 22.0% 20.7% 1.2% 5.48%
Green LSD 26.8% 26.4% 26.7% 25.6% 1.2% (4.48)%
Group Average 26.3% 26.4% 25.7% 24.7% 1.6% (6.08)%
State Average 16.6% 16.6% 15.9% 15.1% 1.5% (9.04)%

Sour ce: Educational Management Information System (EMIS)

Percentage of TANF Students
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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
potential income source to the district due to the fact that school district funding in the state of Ohio
is primarily local property tax driven. Therefore, a higher valuation per pupil has the potential to
generate greater amounts of local property taxes, everything else being equal.

Southern’ s average property valuation per pupil was $77,054 in FY 1997-98, the highest among the
peer districts. Thisis about 16 percent higher than the group average but about 16 percent lower
than the state averagefor FY 1997-98. Southern’saverage property valuation increase of ailmost 14
percent over the four year trend period was the second highest among the peer districts and is
consistent with the group average and state average.

Average Valuation Per Pupil
% Change

FY 1994-95 FY 1995-96 FY 1996-97 FY 1997-98 1995-98
Southern LSD $67,858 $69,048 $70,037 $77,054 13.55%
Bridgeport EVSD $54,300 $58,715 $59,130 $70,715 30.23%
Eastern LSD $39,351 $38,227 $38,424 $41,777 6.17%
Green LSD $71,007 $71,886 $71,613 $75,479 6.68%
Group Average $58,129 $59,469 $59,801 $66,256 13.98%
State Average $79,845 $83,414 $85,628 $91,750 14.91%

Sour ce: Educational Management Information System (EMIS)

Average Valuation Per Pupil
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Effective millage and total millage are the measurement units of assessed local property taxes. A mill
will raise $1.00 of tax revenue for every $1,000 of taxable property valueit islevied against. Total
millageisthe voted rate assessed to the entirelocal tax base, while effectivemillsaretheratesapplied
to real property in each school district after the application of the tax reduction factor.

Southern had the second lowest total millage figure of the peer districts. The District’ stotal millage
of 27.0in FY 1997-98 was eight percent lower than the group average and over 40 percent lower
than the state average for the same year. Southern’s total millage remained flat over the four year
trend period, in contrast to Bridgeport and Eastern’s increases of 17 percent and 20 percent,
respectively. Thelack of changein Southern’ stotal millage was consistent with the trend in the state
average over the same time period.

Total Millage
% Change
FY 1994-95 FY 1995-96 FY 1996-97 FY 1997-98 1995-98
Southern LSD 27.0 27.0 27.0 27.0 0.00%
Bridgeport EVSD 33.6 33.6 39.3 39.3 16.96%
Eastern LSD 25.0 24.9 25.0 20.0 20.00%
Green LSD 29.9 30.2 30.4 30.4 1.67%
Group Average 28.9 28.9 30.4 29.2 1.04%
State Average 45.9 445 45.0 457 (0.44)%

Sour ce: Educational Management and Information System (EMIS)

Total Millage
Fiscal Year 1997-1998
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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.

Southern’s effective millage was 23.1 in FY 1997-98, the second lowest of the peer districts.
Southern and Eastern were the only districts in the comparison group to show decreasesin effective
millage over the four year trend period at 0.9 and 20.0 percent, respectively. For FY 1997-98,
Southern’ seffective millage was ninepercent lower than the group average and 25 percent lower than
the state average. While Southern’s effective millage decreased over the four year trend period, the
state average increased over one percent.

Effective Millage

% Change
FY 1994-95 FY 1995-96 FY 1996-97 FY 1997-98 1995-98
Southern LSD 233 232 232 231 (0.90)%
Bridgeport EVSD 26.3 245 30.3 30.3 15.20%
Eastern LSD 25.0 24.9 25.0 20.0 (20.00)%
Green LSD 27.8 28.0 282 282 1.44%
Group Average 256 25.2 26.7 25.4 (0.78)%
State Average 30.2 34.0 30.7 30.7 1.66%
Sour ce: Educational Management Information System (EMIS)
Effective Millage
Fiscal Year 1997-1998
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Southern’s median income of $21,906 in FY 1997-98 was the second highest of the peer districts.
Over thefour year trend period, Southern’s median income al so increased at the second highest rate
among the peer districts. The District’s median income was five percent higher than the group
average but was 13 percent lower than the state average. Over the four year trend period, both
Southern’s median income and the group average median income increased at arate lower than the

State average.
Median Income
% Change
FY 1994-95 FY 1995-96 FY 1996-97 FY 1997-98 1995-98
Southern LSD $20,621 $20,850 $20,671 $21,906 6.23%
Bridgeport EVSD $17,324 $17,723 $17,782 $18,528 6.95%
Eastern LSD $20,884 $20,783 $21,228 $22,064 5.65%
Green LSD $20,413 $20,486 $21,257 $20,794 1.87%
Group Average $19,811 $19,961 $20,235 $20,823 5.11%
State Average $23,361 $23,478 $24,588 $25,239 8.04%
Sour ce: Educational Management and Information System (EMIS)
Median Income
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InFY 1997-98, Southern’ stotal number of employeesof 89.1 wasthe second highest among the peer
districts. The District’s total number of employees was consistent with the group average but was
significantly lower than the state averagein FY 1997-98. Over thefour year trend period, Southern’s
total number of employees declined about 6 percent. This decrease is consistent with the group
average but isin contrast to the trend in the state average for the same time period, which increased
by four percent. Although staffing levels decreased overall during the four year trend period, total
staffing levelsincreased for FY 1998-99 and FY 1999-00, whiletotal enrollment declined in thistwo

year time frame.

Total Employees

% Change
FY 1994-95 FY 1995-96 FY 1996-97 FY 1997-98 1995-98
Southern LSD 94.5 88.6 87.7 89.1 (B.7)%
Bridgeport EVSD 102.5 100.8 95.8 99.5 (2.93)%
Eastern LSD 97.8 85.4 90.3 87.9 (10.12)%
Green LSD 92.6 89.6 87.6 86.2 (6.91)%
Group Average 96.9 91.1 90.4 90.7 (6.40)%
State Average 306.9 306.6 310.8 319.6 4.14%

Sour ce: Educational Management Information System (EMIS)
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Southern had 11.3 employees per 100 students in FY 1997-98, which was the second highest ratio
among the peers and equal to Green'sratio. This ratio was consistent with the group average and
was three percent higher than the state average.

Over thefour year trend period, Southern’ sratio of employees per 100 studentsincreased 1.8 percent
while the group average declined by 2.6 percent. The state average increased 2.8 percent over the
sametime period. The fluctuationsin Southern’sratio of employees per 100 studentsis attributable
to changesin ADM and total employees. Southern’s ADM declined during this time period. The
number of total employees also declined from FY 1994-95 through FY 1996-97 but increased in FY
1997-98, which explainstheincreasefromthe 10.6to 11.3ratio. Theadditional personnel hired were
certificated and classified staff.

Employees per 100 Students
% Change
FY 1994-95 FY 1995-96 FY 1996-97 FY 1997-98 1995-98
Southern LSD 111 10.5 10.6 11.3 1.80%
Bridgeport EVSD 11.7 12.0 11.3 12.0 2.60%
Eastern LSD 125 10.9 11.4 11.0 (12.00)%
Green LSD 11.7 12.0 11.7 11.3 (3.40)%
Group Average 117 11.3 11.2 11.4 (2.60)%
State Average 10.7 10.7 10.7 11.0 2.80%

Sour ce: Educational Management Information System (EMIS)
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Southern’ saverageteacher salary of $33,281inFY 1997-98 wasthe highest among the peer districts.
TheDistrict’ ssalary of $33,281 was nine percent higher than the group average but over 16 percent
lower than the state average. Over the four year trend period, the increase in Southern’s average
teacher salary wasthe second lowest rate of increase and was |ower than both the group average and
state average increases. A comparison of Southern’s average teacher salary to those of two local
school districts, however, shows that Southern had the highest average teacher salary for FY 1997-
98. A detailed analysis of teacher salariesis provided in the Human Resour ces section.

Average Teacher Salary

% Change

FY 1994-95 FY 1995-96 FY 1996-97 FY 1997-98 1995-98
Southern LSD $32,071 $32,216 $33,639 $33,281 3.77%
Bridgeport EVSD $31,574 $31,277 $31,580 $32,063 1.55%
Eastern LSD $24,640 $25,299 $25,344 $26,252 6.54%
Green LSD $26,842 $28,863 $27,646 $30,212 12.55%
Group Average $28,782 $29,414 $29,552 $30,452 5.80%
State Average $36,973 $38,064 $38,913 $39,836 7.74%

Sour ce: Educational Management Information System (EMIS)
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Averageteacher experience normally correlatesto averageteacher salary. Ingenera, thegreater the
number of years ateacher has taught in the District, the higher on the pay scale that teacher will be.
Southern’s average teacher experience was 18.9 years for FY 1997-98. The 18.9 years was the
highest among the peer districts and was greater than the group and state averages by 20 and almost
30 percent, respectively. Thisisconsistent with the District’ saverageteacher salary being the highest
for that year. Over the four year trend period, Southern experienced the greatest increase in years
of teacher experience. The increase of 13 percent was significantly higher than group average
increase and was in contrast to the trend in the state average, which decreased dightly.

Average Teacher Experience (in years)

FY 1994-95

FY 1995-96

FY 1996-97

FY 1997-98

% Change
1995-98

Southern LSD

16.7

17.9

19.2

18.9

13.17%

Bridgeport EVSD

16.2

14.7

16.7

16.1

(0.62)%

Eastern LSD

133

14.0

141

13.8

3.76%

Green LSD

13.6

14.6

13.7

144

5.88%

Group Average

15.0

15.3

20.7

15.8

5.33%

State Average

14.8

14.8

15.0

14.6

(1.35)%

Sour ce: Educational Management Information System (EMIS)
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Southern’s average pupil/teacher ratio (class size) was 16.9 for FY 1997-98, the second lowest
among the peer districts. The District’s average class size was five percent smaller than the group
average and about three percent smaller than the state average. Over the four year trend period,
Southern’ s average class size has remained constant while the group average increased by over five
percent and the state average declined by amost three percent. Thelack of overall changeintheratio
during the four years can be attributed to somewhat equivalent percentage declines in Southern’s
ADM and the total number of employees. Analyses in the Human Resour ces section shows that
both certificated and classified staffing levels declined over the four year period, indicating there was
not a significant shift in personnel resources between instructional activities and support functions
during thistime.

K-12 Pupil/Teacher Ratio
% Change

FY 1994-95 FY 1995-96 FY 1996-97 FY 1997-98 1995-98
Southern LSD 16.9 17.7 17.5 16.9 0.00%
Bridgeport EVSD 16.8 16.6 17.7 165 (1.80)%
Eastern LSD 15.7 18.8 16.6 18.9 20.40%
Green LSD 18.3 18.0 17.7 18.7 2.20%
Group Average 16.9 17.8 17.4 17.8 5.30%
State Average 18.0 18.1 18.0 175 (2.77)%

Sour ce: Educational Management Information System (EMIS)
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For FY 1997-98, Southern’s ninth grade proficiency passage rate was the highest among the peer
districts. The passage rate of 60 percent was 30 percent greater than the group average and seven
percent greater than the state average. Over the four year trend period, Southern’s increase in
passage rate of about 18 percent was lower than that for Eastern and Green but was significantly
higher than the state average increase of 1.8 percent.

Ninth Grade Proficiency Test Passage Rate (All Subjects)
Increase/ % Change
FY 1994-95 FY 1995-96 FY 1996-97 FY 1997-98 Decrease 1995-98
1995-98
Southern LSD 51% 58% 64% 60% 9.0% 17.70%
Bridgeport EVSD 54% 51% 45% 27% (27.00% (50.00)%
Eastern LSD 29% 34% 38% 45% 16.0% 55.17%
Green LSD 39% 45% 42% 50% 11.0% 28.21%
Group Average 43.0% 47.0% 47.0% 46.0% 3.0% 6.98%
State Average 55.0% 54.0% 56.0% 56.0% 1.8% 1.82%

Sour ce: Educational Management Information System (EMIS)
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For FY 1997-98, Southern’s student absentee rate was 5.3 percent, the lowest of the peer districts.
The District’s student absentee rate was 13 percent lower than the group average and 17 percent
lower than the state average for the sameyear. However, over thefour year trend period, Southern’s
student absenteerate increased over 12 percent, which isgreater than the five percent group average
increase and in contrast to the 3 percent decline in the state average rate.

Student Absentee Rate
Increase/ % Change
FY 1994-95 FY 1995-96 FY 1996-97 FY 1997-98 Decrease 1995-98
1995-98
Southern LSD A4.7% 5.0% 4.8% 5.3% (0.6)% 12.77%
Bridgeport EVSD 5.4% 5.1% 5.9% 5.8% 0.4% (7.41)%
Eastern LSD 5.1% 6.2% 6.6% 6.0% 0.9% 17.65%
Green LSD 7.8% 7.5% 7.5% 7.3% (0.5)% (6.41)%
Group Average 5.8% 6.0% 6.2% 6.1% 0.3% 5.17%
State Average 6.6% 6.9% 6.7% 6.4% (0.2% (3.03)%
Sour ce: Educational Management Information System (EMIYS)
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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 onein which the report card isissued (for example, the 2000 report cardsreflect datafor
the 1998-99 school year). It isimportant to note that the number of standards increased from 18 in
1999 to 27 in 2000.

Southern’s performance has generally been above those of the peer districts and the peer average
since 1998. However, the most recent data places the District in the academic watch category.

Report Card Standards Met
District 1997-1998 1998-1999 1999-2000
Southern LSD 9 10 10
Bridgeport EVSD 6 5 8
Eastern LSD 4 6 11
Green LSD 4 8 10
Group Avg. 58 7.3 9.8
Total Standards Possible 18 18 27

Sour ce: Educational Management Information Systems (EMIS), Ohio Department of Education.
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Of thefour peer districts, Southern had the second | owest percentage of revenuesfromlocal and state
sources and the highest percentage of revenues from federal sources for FY 1997-98. Southern’s
percentage of revenue from local sources is lower than the state average while its percentages of
revenue from state and federal sources are both higher than the state average.

The lower percentage from local sources can be attributed to low total millage and effective millage
rates, which are both the second lowest of the peer districts and lower than state averages.
Southern’ saverage property valuation per pupil isthe highest of the peer districts but aso lower than
the state average; a substantial portion of local property tax revenues is derived from a hydro-
electrical plant. Although property valuation is high, deregulation may negatively affect local tax
revenue from thissource. Additionally, the District’s 4.0 mill operating levy will expirein FY 2001-
02; non-passage of this levy will significantly affect Southern’s financial condition and operations.

Per cent of Revenue - L ocal
Fiscal Year Fiscal Year Fiscal Year Fiscal Year Per cent Change 1995-

1995 1996 1997 1998 1998
Southern LSD 33.6% 37.7% 37.8% 35.9% 6.8
Bridgeport EVSD 42.1% 42.9% 41.1% 36.6% (13.1%)
Eastern LSD 22.2% 20.4% 19.1% 18.1% (18.5%)
Green LSD 37.5% 36.4% 39.2% 36.6% (2.4%)
Group Avg. 33.9% 34.4% 34.3% 31.8% (6.2%)
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.

Percent of Revenue - State
Fiscal Year Fiscal Year Fiscal Year Fiscal Year Per cent Change 1996-
1995 1996 1997 1998 1999
Southern LSD 50.9% 50.7% 49.3% 52.4% 2.9%
Bridgeport EVSD 45.9% 48.0% 48.5% 54.3% 18.3%
Eastern LSD 70.4% 71.7% 72.1% 73.0% 3.7%
Green LSD 52.2% 51.4% 49.5% 53.3% 2.1%
Group Avg. 54.9% 55.5% 54.9% 58.3% 6.2%
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 Change 1996-
1995 1996 1997 1998 1999
Southern LSD 15.4% 11.6% 12.9% 11.7% (24.0%)
Bridgeport EVSD 12.0% 9.1% 10.4% 9.1% (24.2%)
Eastern LSD 7.4% 7.9% 8.8% 8.9% 20.3%
Green LSD 10.4% 12.2% 11.4% 10.1% (2.9%)
Group Avg. 11.3% 10.2% 10.9% 10.0% (11.5%)
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.

Percentage of Revenue by Source
Fiscal Year 1997-1998
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Note: The top section represents local revenue, the middle section represents state revenue
and the bottom section represents federal revenue. For example, Southern has 35.9 percent
from local sources, 52.4 percent from state sources and 11.7 percent from federal sources.

Executive Summary 1-42



Southern Local School District Performance Audit

Financial Systems

| ntroduction

This section focuses on financial systems within Southern Local School District (SLSD 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.
Withinthis section, an additional forecast is presented representing the Auditor of State’' s assessment
of the Digtrict’sfinancia condition. Recommendations with financial implications are incorporated
inthisforecast to aide the Financial Planning and Supervision Commission (the Commission) in their
duty to produce afinancial recovery plan for the District.

This section focuses on the Genera Fund, which accounts for approximately 41.2 percent of the
revenues collected by the District. The General Fund is the District’s general operating fund and is
used to account for all financial resources except those required by law or contract to be accounted
for in a separate fund. The General Fund is available for any purpose, provided the expenditure or
transfer is made according to the laws of Ohio.

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 General Fund expenditures.
1 A levy has not been passed which will raise sufficient revenues to eliminate these conditions.

ORC 8§ 3316.04 requires the Auditor of State to declare a school district to be in a state of fiscal
emergency if thedistrict’ 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
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Superintendent of Public Instruction on an annual basis will also result in a declaration of fisca
emergency.

In September 1999, the L ocal Government ServicesDivision (LGS) performed an examination of the
financial forecast of the General Fund of the District as required under Ohio Rev. Code § 3316.03.
Based on the District’ sfinancia forecast, LGS determined that the District would be unable to meet
itsfinancial obligationsfor FY 1999-00. The L GSforecast projected adeficit of $627,000 at the close
of FY 1999-00.

On October 11, 1999, the Southern Local School District Board of Education requested the State
Superintendent place the District in fiscal emergency status. The Board of Education resolution did
not address the submission of a financia plan to the Superintendent of Public Instruction.
Accordingly, on November 8, 1999, the Auditor of State declared Southern Local School District
to bein 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 operational changes necessary to eliminate the deficit. The Commission consists of
adesignee of the State Superintendent of Public Instruction, adesignee of the Director of Budget and
Management, amember appointed by the County Auditor, amember appointed by the Governor, and
amember appointed by the State Superintendent of Public Instruction who shall be aparent of achild
attending school inthe District. The Commissionwill continuein existence until the Auditor of State
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 financial recovery plan are being met

The SLSD Board of Education has prepared a financial forecast for afive-year period and
such forecast is, in the Auditor of State’s opinion, “non-adverse”

TheDistrict’ s current financia condition is attributed to expenditures exceeding revenues beginning
in FY 1999-00 and the District’s inability to increase revenues. Prior District decisions have also
contributed to SL SD’ sfinancia condition. High salaries and generous benefits packages provided to
employees over the past two decades have depleted reserves. Past spending increases were based on
anticipated increases in revenues generated by a hydro-electric plant in the District. However, while
real property receipts generated by the plant have increased, the deval uation of tangible property and
corresponding drop in revenuesis causing slow growth in overall District revenues which have been
exceeded by the spending increases. Though the District hasbeen successful inreducing costsin some
areas, SLSD’s salaries remain the highest of the peers and neighboring districts in four of eight
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staffing categories. Support services costs are high in proportion to instructional spending while
discretionary spending makes up approximately 14 percent of total Genera Fund expenditures.
Although funds existed in the past to support high salaries and benefits, and generous discretionary
spending, these conditions no longer exist. In order to recover from its current financia condition,
SLSD should consider reducing salary and benefit costs and discretionary spending.

During the 1990's, SL SD entered into a cycle of borrowing from the state emergency fund to cover
operating debt. SLSD used state operating loansin FY 1993-94 and FY 1994-95 to avoid year-end
deficits. In total, the District borrowed approximately $533,000. These debt instruments required
repayment and the District redeemed the notes within two years of the note issue date. These
repayment requirements contributed to the District’ s financial distress.
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Financial Forecast

Thefinancial forecast presentedin Table 2-1 represents the Auditor of State’ sprojectionof SLSD’s
present and future financia condition assuming no material changes in operating expenditures or
revenues occur. The detailed assumptions and projections developed in the notes to the financial
forecast were used to determine the projected revenues and expenditures presented. This table
projects the financial condition the District is likely to encounter without significant changes in
revenues or reductions in expenditures. The results indicate that the District is likely to incur a
negative ending balance beginning in FY 1999-00 that continues throughout the projected period.
The Auditor of States's projected ending balance for FY 2003-04 is expected to be a deficit of
approximately $1.8 million, as compared to the $2.2 million negative ending balance reported by the
District in the most recent District forecast. The results of the performance audit are not included in
this forecast, but are presented for consideration following the forecast and notesin Table 2-1A.

The Commission adopted afive-year forecast that differsfrom Table 2-1 on January 24, 2000. The
forecast adopted by the Commission is the District’ s original five year forecast showing a deficit of
$2.2 million in FY 2003-04. The difference between the two forecasts can be attributed to the
following:

1 The forecast in Table 2-1 assumes the renewa of the 4.0 mill emergency levy beginning in
FY 2001 whereas the District’ sforecast reduces property taxes by this amount and does not
include alevy renewal.

The Didtrict’s forecast shows State foundation revenue at a fixed amount instead of
accounting for increasesin per pupil amounts projected by ODE, whichisreflected in Table
2-1.

The forecast presented in Table 2-1 includes the anticipated increased costs the District will
likely incur to fund the spending requirements of H.B. 412.

Table 2-1 includes a $627,000 Solvency Assistance Fund loan to help balance the FY 1999-
00 deficit. Although future year deficits are forecasted for SLSD, no additional borrowing
from the State Solvency Assistance Fund beyond FY 1999-00 has been incorporated into the
forecast. AsR2.4indicates, long term District plans must include an effort to withdraw the
District from State Solvency Assistance Fund borrowing. The District’s forecast does not
include any borrowing.

Auditor of State support for the forecast shown in Table 2-1 is presented on pages 2-5 to 2-20 and
in Table 2-2 through Table 2-15.

Financia Systems 2-4



Southern Local School District

Performance Audit

Table 2-1: Five-Year Forecast with Three Years Historical Data

(amountsin thousands)

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

Local Property Taxes 1,434 1,422 1,460 1,474 1,489 1,504 1,519 1,534
Personal Property Taxes 38 47 42 42 42 42 42 42
Other Local Revenue 44 65 56 45 42 42 43 44
State Foundation 2,051 2,101 2,327 2,474 2,637 2,723 2,813 2,905
Homestead & Rollback 114 114 115 115 116 117 119 120
Other State Revenue 22 38 38 22 22 22 22 22
Total Operating Revenues 3,703 3,787 4,038 4,172 4,348 4,450 4,558 4,667
Salaries & Wages 2,270 2,307 2,486 2,584 2,607 2,615 2,675 2,663
Fringe Benefits 779 755 910 1,000 998 1,049 1,107 1,168
Purchased Services 248 222 250 265 273 274 284 296
Material, Supply. & Textbooks 133 136 132 156 160 167 173 176
Capital Outlays 0 55 72 248 131 136 142 147
Other 95 99 227 375 392 402 413 425
Total Operating Expenditures 3,525 3,574 4,077 4,628 4,561 4,643 4,794 4,875
Other Financing Sources:
Solvency Assistance Fund Loan 0 0 627
TransfersIn 60 0 0
AdvancesIn 0 146 0
Other Financing (Uses):
Debt Service:

Principal (387) (144) (52) (52) (371) (371) (62) (62)

Interest (40) (24) (19) (16) (14) (1) 9 (6)
Transfers Out 0 2 (5) (10) (10) (10) (10) (10)
Advances Out 0 0 (33) (146) 0 0 0 0
Net Financing (367) (170) 37 403 (395) (392) (81) (78)
Results of Operations (Net) (189) 43 ) (53) (608) (585) (317) (286)
Beginning Cash Balance 256 67 110 108 55 (553) (1,138) (1,455)
Ending Cash Balance 67 110 108 55 (553) (1,138) (1,455) (1,741)
Textbook Set-a-side Reserve 12 0 0 0 0
“412" Instructional / Capital 37 0 0 0 0
“412" Budget Reserve 0 0 25 25 25 25 25 25
Outstanding Encumbrances 0 0 0 30 30 30 30 30
Ending Fund Balance 67 110 45 0 (608) (1,193) (1,510) (1,796)

Source: Digtrict records, performance audit projections and estimates, and District estimates.
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Notes to Financial Forecast

Natur e and Pur pose of Presentation

Thisfinancial forecast presents the expected revenues, expenditures and fund bal ances of the
General, Disadvantaged Pupil Impact Aid (DPIA) and Textbook Subsidy funds of Southern
Loca School District for each of the fiscal years including June 30, 2000 through June 30,
2004, with historical (unaudited) information presented for the fiscal years ending June 30,
1997, 1998 and 1999. In addition, the District has operating debt which is paid out of the debt
service fund. The revenues and expenditures related to operating debt have been included in
the Genera Fund activity for the financial forecast.

The assumptions disclosed herein are based on information obtained from the District, the
Meigs County Auditor, and the Ohio Department of Education (ODE). Because
circumstances and conditions assumed in projectionsfrequently do not occur as expected and
are based on information existing at the time projections are prepared, there will usually be
differences between projected and actua results.

Description of the School District

Under normal circumstances, the District operatesunder alocally-€el ected five-member board
form of government. Each member is elected to a four-year term. The District provides
educational services as authorized by State statute and/or Federal guidelines.

Annualy, the District serves approximately 800 students, who are enrolled in three
elementary schools, one middle school and one high school. In addition, SL SD also operates
a bus garage. A new kindergarten through grade eight building will be opened at the
beginning of the 2001-02 school year and will replace four of the current five school buildings
within the District. The staffing levels and expenditures shown in the forecast in Table 2-1
have been devel oped to reflect the superintendent’ s expectations of no reductions once the
new buildingisoperational. Possible staffing reductions, asdiscussedinthehuman r esour ces
section of thisreport, areincluded in Table 2-1A

Financial Planning and Supervision Commission

On November 8, 1999, the Auditor of State declared the District to be in a state of fiscal
emergency as defined by Ohio Rev. Code § 3316.03 (B), and accordingly, the District was
subject to the oversight of the Financia Planning and Supervison Commission (the
Commission).
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In accordance with the legidation, the Commission must adopt a Financia Recovery Plan
within 120 days of being placed in fiscal emergency. Such a plan, which is continuoudy
amendable based on changes in facts and circumstances, requires a five-year financial
projection delineating the District’ sreturn to financia stability. The Commission first met on
January 24, 2000 and has not yet adopted afinancia recovery plan.

Basis of Accounting

This financia projection has been prepared on the cash receipts and disbursements basis of
accounting (non-GAAP), which is the required basis of accounting used for budgetary
purposes. Under thissystem, revenuesarerecognized when received rather than when earned,
and expendituresarerecognized when paid rather than when the obligationisincurred. 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 represents an accounting entity that stands separate from the
activities reported in other funds.

The accompanying projections are presented for the District’s General, DPIA and Textbook
Subsidy funds only, aswell as a portion of the debt service fund’ s activity related to General
Fund operating debt. The General Fund is the operating fund of the District and is used to
account for al financial resources except those required to be accounted for in another fund.
The General Fund balance isavailable to the District for any purpose provided it is disbursed
or transferred in accordance with Ohio law. The DPIA fund is used to account for State aid
received for and restricted to certain programs aimed at helping disadvantaged pupils. The
Textbook Subsidy Fund isafund used to account for State aid received for and restricted to
textbook purchases.

General Assumptions

Summarized bel ow arethesignificant general assumptionsunderlying thefinancial projection.
See sections |V through VI for further detail on the assumptions.
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A. Average Daily Member ship (ADM):
Based on the October counts, formula ADM has decreased from FY 1995-96 to FY 1999-00
by an average of 3.0 percent annually as summarized below:
Table 2-2: Formula ADM Counts
FY 1995-96 FY 1996-97 FY 1997-98 FY 1998-99 FY 1999-00
ADM 884 864 839 758 788

Source: EMIS Disgtrict Profiles; October EMIS Report for FY 1998 and FY 1999 and FY 2000.

Formula ADM counts, which include kindergarten students at 50 percent, are used by the
ODE to determine SLSD’ s State foundation allocation and have substantial impact on long-
term State revenue amounts. In FY 1998-99, the District implemented all-day kindergarten.
While kindergarten students are counted at only 50 percent in formula ADM, the remaining
50 percent of timeis shown as DPIA fundsin State formula revenue receipts. Under H.B.
650'sDPIA provision, additional State foundation funding isprovided to school districtswith
above-averagelevelsof poverty which provide full-day kindergarten. The District expectsto
continue the all-day, every-day kindergarten program.

For the purpose of the forecasts shown in Tables 2-1 and 2-1A, formula ADM is held
constant at 803 students with kindergarten students expressed at 50 percent, based on the
January 2000 ADM total provided by the District Education Management Information System
(EMIS) coordinator. This figure was used because it represents a more recent ADM count
than that reported in the October 1999 EMI S report. Although the District does not develop
formal enrollment projections, SL SD anticipates adlight increase in enrollment once the new
building is opened. ODE and District enrollment projections diverge during the forecast
period. A constant ADM of 803 students is used in the forecast formula projections to
mitigate the differences between District and ODE projections.

Staffing

Table 2-3 showsthe District’ sstaffing levelsfor FY 1997-98, FY 1998-99 and FY 1999-00.
The staffing levels for each category are shown in full-time equivalents (FTE). From FY
1997-98t0 FY 1998-99, FTE staffing level sincreased approximately 6 percent. The majority
of the increases from FY 1997-98 to FY 1998-99 were in classified employees under the
categories of Clerical and Bus DriversMechanic, as well as certificated employees in the
Teachers category. The superintendent has stated that no staffing reductions or increases are
planned during the forecast period.
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Table 2-3: Staffing

Position FY 1997-98 FY 1998-99 FY 1999-00
Administrators/Directors/Supervisors 5.0 5.0 5.0
Clerical/Support 41 4.0 4.0
Teachers 50.2 53.3 535
Professional 5.7 8.0 8.0
Custodial/Maintenance 6.5 6.5 6.5
Bus Drivers/Mechanic 12.0 12.0 12.0
Food Service 6.3 6.5 6.5
Total Full-Time Equivalent Employees 89.8 95.3 95.5

Source: Treasurer’s Office; Performance Audit Recommendations, and Am. Sub. S.B. 55 Educational Enhancements.

Administrative Staff: While the Didtrict is considering adding a full-time technology
coordinator, funds are not currently available to fill the position.

Teaching Staff: SLSD added teachers in art and music during the historical period who
travel between schools. An additional special education teacher was hired in January 2000 to
meet State requirements. The superintendent stated that funds for the position were made
available through the mid-year retirement of a 30-year teacher. Also, the District replaced an
English teacher with a high school English/math teacher. During FY 1997-98, the District
added specia education aide to assist a student during school hours. SLSD expressed a
desire to add additional teachers to meet new State student-teacher ratio requirements, but
funds are not currently available to support additional new hires.

Bus Drivers/lMechanic: In FY 1997-98, SLSD hired a special education bus driver to
accommodate an increase in special education students requiring transportation.

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.

Revenues - L ocal, State and Federal

SLSD’sprimary sources of revenue are from the State of Ohio through the State Foundation
Program and through the levying of property taxes on real and persona property located
within the District boundaries.
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A.

L ocal Sources

(1) Real Estate Taxesand Tangible Personal Property Taxes. Property taxes, which are
levied and assessed on a calendar year basis, include amounts levied against all real, public
utility and tangible personal (used in business) property located in the District. Assessed
values for real 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
millageby House Bill 920, aproperty tax reduction measure passed by thelegislaturein 1976,
property tax levies are needed about every three yearsto match cost of living increases. Over
40 percent of SLSD’s local tax revenues are derived from a hydro-electric plant within the
District boundaries. Although local tax revenues from the hydro-electric plant will decrease
under deregulation, the forecast assumesthe District will be held revenue neutral through the
implementation of aone-half cent kilowatt hour tax. Other local taxes property taxes consist
of revenues from house trailers.

Table 2-4: Local Property Taxes

FY
1996-97

FY
1997-98

FY
1998-99

FY
1999-00

FY
2000-01

FY
2001-02

FY
2002-03

FY
2003-04

Real Estate!

Other Local Taxes

1,409,000

25,000

1,397,000

25,000

1,431,000

29,000

1,444,000

30,000

1,459,000

30,000

1,473,000

31,000

1,487,000

32,000

1,502,000

32,000

Real Estate Taxes

1,434,000

1,422,000

1,460,000

1,474,000

1,489,000

1,504,000

1,519,000

1,534,000

*Included in real estate taxes is the portion allocated to the debt service fund to service the General Fund operating debt.

The forecasted amounts for real estate taxes (residential, agricultural and public utility
tangible) and tangible personal property taxes are based on the following assumptions:

Based on an average of past increases, real estate and other property are forecasted
to increase at one percent through the forecast period.

Personal Property forecasted for FY 1999-00 is based on estimates by the Meigs
County Auditor’ sOffice. Theamount of personal property tax revenuereceived from
the hydro-electric plant located in the District has been declining slightly in recent
yearsdueto the depreciation of the equipment located within the plant. Asthe hydro-
electric plant represents a significant portion of the total personal property tax base,
the declinein revenue from the plant is expected to offset any other modest increases
from other sources during the forecast period. Therefore, the forecasted amountsfor
personal property tax revenue are held flat at FY 1998-99 amounts.

Financia Systems
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(2)Other Local: The main components of Other Local Revenue and a detail projection by
component are as follows:

Table 2-5: Other Local Revenues

FY
1996-97

FY
1997-98

FY
1998-99

FY
1999-00

FY
2000-01

FY
2001-02

FY
2002-03

FY
2003-04

Interest Earnings
Activity Fees
Sports Fees
Special Ed Grant

Miscellaneous

16,000
5,000
7,000

0

16,000

17,000
12,000
5,000
0

31,000

13,000
6,000
8,000

11,000

18,000

14,000
6,000
7,000

0

18,000

10,000
6,000
7,000

0

19,000

10,000
6,000
7,000

0

19,000

10,000
6,000
7,000

0

20,000

10,000
6,000
7,000

0

21,000

Total Other Local

44,000

65,000

56,000

45,000

42,000

42,000

43,000

44,000

Interest Earnings. Interest is earned based on the cash maintained within the District’s
accounts and represent the earnings on cash balances maintained throughout the year.
Interest Earnings are forecasted to increase dightly in FY 1999-00 due to the District
receiving the $627,000 State Solvency Assistance Fund loan. Inthe remaining years, interest
earnings are forecasted to be flat.

Special Education Grant: The special education grant received by SLSD in FY 1998-99
was a one-time grant. The District does not anticipate that it will receive this grant in the
future.

Activity and Sports Fees. Activity and sports fees are projected to remain constant
throughout the forecasted period dueto the fact that no increasesin these fees are anticipated
by the District.

State Sour ces

(1) Foundation Program: Under the ORC, State foundation payments are calculated by the
ODE on the basis of pupil enrollment and 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 a
decision declaring certain portions of the Ohio school funding plan, including the foundation
program, unconstitutional. The Supreme Court stayed the effect of itsruling for one year to
alow the State Legidature to design a plan to remedy the perceived defects in the system.
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Since the ruling, numerous pieces of |egidation have been passed by the State Legidaturein
an attempt to address the issuesidentified 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 sufficiently responsive to the
constitutional issuesraised under the* thorough and efficient” clause of the Ohio Constitution.
The State has appealed the decision made by the Court of Common Pleas to the Supreme
Court, which has not yet rendered an opinion on this issue. The decision of the Court of
Common Pleas has been stayed by the Supreme Court, and, as such, school districts are till
operating under the laws that the Court of Common Pleas declared unconstitutional.
Therefore, State foundation revenueis projected under current laws and regulationsin place.

The main components of Foundation Program revenue and the projection by component are
asfollows:

Table 2-6: State Foundation Revenues

FY
1996-97

FY
1997-98

FY
1998-99

FY
1999-00

FY
2000-01

FY
2001-02

FY
2002-03

FY
2003-04

Basic Aid

Special Education
Vocational Ed
Transportation

DPIA

1,305,000
267,000
107,000

81,000

291,000

1,293,000
290,000
116,000
101,000

301,000

1,739,000
84,000
34,000

127,000

343,000

1,895,000
82,000
38,000

121,000

338,000

2,045,000
87,000
40,000

125,000

340,000

2,128,000
89,000
41,000

125,000

340,000

2,213,000
92,000
43,000

125,000

340,000

2,302,000
94,000
44,000

125,000

340,000

Total Foundation

2,051,000

2,101,000

2,327,000

2,474,000

2,637,000

2,723,000

2,813,000

2,905,000

Basic Aid: Amounts forecasted for Basic State Aid are based on the following factors:

Per pupil amounts established by H.B. 282 were used for FY 1999-00 and 2000-01
and are $4,052 and $4,294, respectively. For periods after FY 2000-01, the per pupil
funding amounts are equal to the predicted base-cost of educating a student in the
State of Ohio. The predicted base cost per student is $4,414 in FY 2001-02 and
$4,538 in FY 2002-03 and thereafter.

In FY 1999-00, the District' s ADM used in calculating state aide was 803 students.
Therefore, an ADM of 803 studentswas used in the cal culation of projected basicaid
and held constant throughout the forecast period.

The cost of doing business factor amounts established by H.B. 282 were used to
adjust the forecasted Basic Aid amount.

Financia Systems
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1 The 23 mill equalization factor was calculated by taking the adjusted recognized
property value for FY 1999-00 and adjusting it for the expected one percent growth
in property values for the District.

Special and Vocational Education: These funding sources provide additional revenue to
Didtricts for specia education and vocational education students. The special education
revenue is based on several classifications of disabilities. These payments are weighted to
provide the state share of the additional costs. As both sources are tied directly to the per
pupil funding amount, the amounts forecasted for these sources are based on the percentage
increase in the per pupil funding amount. The forecasted amounts also assume that the
number of special education and vocationa education students remain constant. The
forecasted amountsfor FY 1999-00 were obtained from the January SF-3 report prepared by
ODE. The forecasted increases are 6.0 percent for FY 2000-01 and 2.8 percent thereafter.

Transportation and DPIA: These funding sources are not related to the per pupil fund
amount. DPIA providesadditional revenuetodistrictsfor studentsreceiving public assistance.
For thisforecast, it was assumed the state would not change the funding formula per student
and that the percentage of students receiving public assistance at SLSD would remain
constant with FY 1999-00 numbers. Therefore, forecasted DPIA funding for the last four
years of the forecast increases dightly based on the increases in the per pupil amount.
Transportation funding is now calculated using a regression formula based on the most
efficient manner in which students can be transported. For this forecast, it is assumed the
District has maximized funding available. Transportation funding amounts are forecasted to
increase dightly to accommodate the effects of inflation.

(2) Rallback and Homestead Exemptions: State law grants tax relief in the form of a 10
percent reduction in real property tax bills. In addition, abasic 2.5 percent rollback is granted
on residential property taxes and additional relief is granted to qualified elderly and disabled
homeowners based on income. The State reimburses the school district for the loss of redl
property taxes as aresult of the above. Homestead and Rollback reimbursements have been
projected at 7.7 percent of real and tangible property tax revenues.
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(3) Other State: The main components of Other State Revenue and a detailed projection by
component are as follows:

Table2-7: Other State 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
Bus Purchase
Allowance 19,000 22,000 21,000 22,000 22,000 22,000 22,000 22,000
Driver's Education
Reimb. 3,000 4,000 5,000 0 0 0 0 0
Textbook Subsidy
Payment 0 12,000 12,000 0 0 0 0 0
Other State
Revenue 22,000 38,000 38,000 22,000 22,000 22,000 22,000 22,000

Drivers Education and Textbook Subsidy: These two funding sources were eliminated
beginningin FY 1999-00. Therefore, no revenue from these two sources has been forecasted
for FY 2000-01 through FY 2003-04

Bus Purchase Subsidy: The Bus Purchase Subsidy projected revenues for FY 1999-00
through FY 2003-04 are $22,000 per year. This projection is based on an average of the

historical trend of the subsidy portion for the purchase of regular buses.

V. Expenditures

A. Operating Expenditures

(1) Salaries and Wages: The main components of Salaries and Wages and a detailed

projection by component are as follows:

Table 2-8: 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
Certificated Salaries 1,735,000 1,752,000 1,850,000 1,943,000 1,963,000 1,982,000 2,040,000 2,026,000
Classified Salaries 447,000 453,000 510,000 530,000 532,000 534,000 535,000 536,000
Board Salaries 4,000 6,000 6,000 7,000 7,000 7,000 7,000 7,000
Supplementals 40,000 50,000 45,000 59,000 59,000 45,000 45,000 45,000
Overtime 5,000 6,000 5,000 5,000 5,000 5,000 5,000 5,000
Substitutes 39,000 40,000 70,000 40,000 41,000 42,000 43,000 44,000
Total SalariesWages 2,270,000 2,307,000 2,486,000 2,584,000 2,607,000 2,615,000 2,675,000 2,663,000
Financia Systems 2-14
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Certificated and Classified Salaries: Theforecasted amountsfor certificated and classified
salaries are based on the salary schedul es contained within the current union agreementswith
both classes of employees. Forecasted salary amounts were derived by placing all employees
on the appropriate step of the salary schedule and extending the employee's salary for the
next fivefiscal years. Although District employees have accepted zero percent cost-of-living
adjustments on aregular basis in the past, SLSD’ s teachers, bus drivers, custodia and food
service workers have been and remain the highest paid when compared to the peer and
neighboring districts. An additional step, added to the step schedulein FY 1997-98, increased
District wagesoverall by 2.3 percent for certificated employeesand 4.6 percent for classified
employeesin FY 1998-99. In addition, classified employees received a $0.25 per hour raise.
The average increase in salary as a result of the additional step and wage increase was
approximately $2000 per employee. Table 2-9 showsthe effect of the additional step during
the forecast period. District management contends that no cost-of-living adjustment will be
granted while SLSD isencountering financia difficulty. Appropriate adjustments were made
for staff turnover based on the treasurer’s assessment of which staff members may retire
during the period. Certificated salariesfor FY 1999-00 are dightly inflated to accommodate
$18,000 in severance pay.

The following table shows the percent increase in total salariesfor certificated and classified
employees for the forecast period.

Table 2-9: Forecasted Salary I ncrease Per centages

FY 1999-00 FY 2000-01 FY 2001-02 FY 2002-03 FY 2003-04
Certificated Employees 3.50% 2.50% 1.00% 1.10% 1.10%
Classified Employees 3.80% 0.40% 0.30% 0.25% 0.20%

Supplementals: Supplementas have been increased for FY 1999-00 and FY 2000-01 to
reflect District estimates. Upon opening the new kindergarten through grade 8 building, at
least two principal supplementalswill be unnecessary. Therefore, supplementals are reduced
by $14,000 for the final three years of the forecast.

Overtime: Overtime payments have been forecasted based on historical trends.
Substitutes: Paymentsfor substitutes have been forecasted based on historical trends. In FY

1998-99, the District experienced high substitute costs due to extended illnesses of two staff
members.
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(2) Fringe Benefits: The main components of Fringe Benefits and a detailed projection by
component are as follows:

Table 2-10: 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
Retirement Pmts 326,000 323,000 341,000 355,000 362,000 365,000 369,000 372,000
Health CareIns. 367,000 353,000 484,000 554,000 540,000 583,000 630,000 680,000
Vision Insurance 11,000 11,000 12,000 13,000 14,000 14,000 15,000 16,000
Dental Insurance 34,000 38,000 40,000 44,000 48,000 52,000 57,000 63,000
Workers Comp. 25,000 14,000 15,000 15,000 15,000 15,000 15,000 15,000
Medicare Tax 8,000 9,000 10,000 11,000 11,000 12,000 13,000 14,000
Life Insurance 8,000 7,000 8,000 8,000 8,000 8,000 8,000 8,000
Total Benefits 779,000 755,000 910,000 1,000,000 998,000 1,049,000 1,107,000 1,168,000

Retirement Payments: Retirement payments represent the District’ sportion of therequired
retirement payment to the State retirement systems. These payments have historically
averaged approximately 14 percent of total salaries and wages expenditures for SLSD.
Therefore, the forecasted retirement payments were cal cul ated as 14 percent of the expected
salary and wage expenditure for the respective period. SLSD does not pay the employee
portion of retirement payments for certificated or classified staff.

Health Care Insurance: Health care insurance is the District’s portion of the health care
coverage provided to employees. In FY 1998-99, the District was self-insured for health care
purposes. The resulting costs were higher than expected, therefore, the District enrolled in
afully insured planin FY 1999-00. Whilethe basic cost of the premiumswere lower than the
costsincurred in FY 1998-99, the District was required to make approximately $140,000 in
payments related to the self-insured program in FY 1999-00 to cover expended incurred in
FY 1998-99. The company, which is providing the health care plan to the District in FY
1999-00, hasindicated they will no longer offer such a plan as of June 30, 2000. Therefore,
SLSD iscurrently seeking another provider for FY 2000-01. Forecasted health careinsurance
costs were calculated using an 8 percent annual increase in cost using FY 1999-00 less the
$140,000 payment as a base.

Other Fringe Benefits: All other components of fringe benefits have been forecasted using
historical trends.
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(3) Purchased Services. Themain componentsof Purchased Servicesand adetail projection
by component are as follows:

Table 2-11: Purchased Services

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

Contracted Svcs. 79,000 59,000 67,000 73,000 75,000 77,000 80,000 82,000
Maint. Services 8,000 13,000 17,000 18,000 18,000 19,000 19,000 20,000
Property/Vehicle

Insurance 17,000 16,000 14,000 14,000 14,000 15,000 15,000 16,000
Travel/Mileage 5,000 8,000 10,000 12,000 12,000 5,000 5,000 5,000
Telephone 10,000 10,000 11,000 11,000 12,000 12,000 13,000 13,000
Electric 33,000 33,000 35,000 36,000 36,000 38,000 40,000 42,000
Gas/Heating 61,000 46,000 53,000 53,000 53,000 50,000 50,000 50,000
Water/Sewer 13,000 14,000 15,000 15,000 16,000 16,000 16,000 17,000
Tuition 6,000 7,000 12,000 16,000 20,000 24,000 28,000 32,000
Transportation 13,000 13,000 13,000 14,000 14,000 15,000 15,000 16,000
Miscellaneous 3,000 3,000 3,000 3,000 3,000 3,000 3,000 3,000
Total Purchased

Services 248,000 222,000 250,000 265,000 273,000 274,000 284,000 296,000

With the exception of those explained bel ow, theforecasted amountsfor FY 1999-00 though
FY 2003-04 assumes all components of purchased serviceswill increase at three percent per
year for inflation.

Contracted Services: Contracted servicesareforecasted toincrease approximately 9 percent
in FY 1999-00 to accommodate increased costs related to instructional and specialized
services, particularly those related to specia education and the fulfillment of educational
enhancements, as required in recent legislation. In FY 2000-01 through FY 2003-04, costs
are forecasted to increase at the rate of inflation.

Travel/Mileage: Expenditures for FY 1996-97 through FY 1998-99 increased 31 to 49
percent due to the addition of atraveling teacher. SLSD employs a total of three traveling
teachers who teach band, art and physical education throughout the District. Travel costs
have been projected for FY 1999-00 through FY 2000-01 at the FY 1998-99 level.
Travel/Mileage costs are projected to decrease after the opening of the new building.
Therefore, costshavebeen projected at FY 1996-97 levelsfor FY s2001-02 through 2003-04.
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Electric: Electricity costs have remained low in the District with historical cost increases
averaging 1.3 percent. With the anticipated opening of the new school building in FY 2001-
02, the cost of electricity should increase due to the inclusion of air conditioning and an
expanded computer |ab in the new building. For FY 2001-02 and beyond, electricity costsare
forecasted to increase by five percent per year.

Gas/Heating: Gasand heating costs are forecasted to remain constant through FY 2000-01.
With the opening of the new school building and the closure of several older schools, adlight
decrease in costs of 6.5 percent is forecasted for FY 2001-02. The FY 2001-02 rate is held
constant through the remaining two years of the forecast.

Tuition: District tuition expenditures for special needs students who attend alternative or
specidized schools have historically increased by approximately $4,000 annually. Tuition
costs are expected to continue to increase at the same rate through the forecast period.

Water/Sewer: SLSD has experienced cost increasesin this category at rates below inflation.
A 2.5 percent increase is used through the forecast period.

Transportation: Transportation costs increased at a rate dlightly above inflation at 3.5
percent. This figure has been applied throughout the forecast period.

(4) Materials, Suppliesand Textbooks: The main components of Materias, Supplies and
Textbooks and a detailed projection by component are as follows:
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Table2-12: Materials, Suppliesand 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

Office/General Supplies 11,000 15,000 17,000 17,000 18,000 18,000 19,000 19,000
Educational Supplies 23,000 9,000 15,000 16,000 16,000 17,000 17,000 18,000
Textbooks 15,000 7,000 44,000 45,000 47,000 50,000 52,000 54,000
Library Books 5,000 5,000 2,000 2,000 2,000 2,000 3,000 3,000
Newspapers/Periodicals 1,000 1,000 2,000 2,000 3,000 3,000 3,000 3,000
Maintenance Supplies 23,000 39,000 10,000 10,000 10,000 11,000 11,000 11,000
Transportation Parts/Supplies 26,000 32,000 20,000 21,000 21,000 22,000 23,000 23,000
Transportation Fuel 25,000 23,000 19,000 20,000 20,000 21,000 22,000 22,000
Transportation Tires/'Tubes 4,000 5,000 3,000 3,000 3,000 3,000 3,000 3,000
Additional HB 412 Spending 0 0 0 20,000 20,000 20,000 20,000 20,000
Total Materials, Supplies &

Textbooks 133,000 136,000 132,000 156,000 160,000 167,000 173,000 176,000

The forecasted materials and supplies expenditures for FY 1999-00 though FY 2003-04
assumes all components of Materias, Supplies and Textbookswill increase three percent per
year based oninflation. In addition, thisforecast includes another component, additional H.B.
412 spending, which reflects the difference between the spending requirementsfor textbooks
and instructional materials contained within H.B. 412 and the qualifying expenditures
identified in the table above.

(5) Capital Outlay: SLSD expects capital outlay expendituresfor FY 2000-01 through FY
2003-04 to range from $131,000 to $147,000 based on inflation and increases in H.B. 412
requirements. Costs are inflated in FY 1999-00 as a result of boiler replacement in the high
school and spending to meet FY 1998-99 H.B. 412 set-aside requirements. Qualifying
expenditures under H.B. 412, Capita Improvements and Maintenance Set-Aside, are
expected to be made from salaries and wages, fringe benefits, and purchased services in
addition to the capital outlay line in the General Fund. The District will need to identify
additional spending asindicated by H.B. 412 to meet therequired capital outlay expenditures.
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Table 2-13: Capital Outlay
FY FY FY FY FY FY FY FY
1996-97 1997-98 1998-99 1999-00 2000-01 2001-02 2002-03 2003-04
Equipment 0 2,000 18,000 37,000 37,000 37,000 37,000 37,000
H.B. 412 Repairs 0 0 0 155,000 38,000 43,000 49,000 54,000
Buses 0 53,000 54,000 56,000 56,000 56,000 56,000 56,000
Total Capital Outlay 0 55,000 72,000 248,000 131,000 136,000 142,000 147,000

(6) Other Expenditures. The main components of Other Expenditures and a detailed
projection by component are as follows:

Table 2-14: Other Expenditures

FY FY FY FY FY FY FY FY
1996-97 1997-98 1998-99 1999-00 2000-01 2001-02 2002-03 2003-04
Audit Charges 10,000 16,000 11,000 12,000 12,000 12,000 13,000 13,000
County ESC Contributions 28,000 26,000 157,000 162,000 167,000 172,000 177,000 182,000
Cnty. Auditor/Treasurer Fees 52,000 52,000 54,000 55,000 56,000 57,000 58,000 60,000
County ESC Dues/Fees 1,000 1,000 1,000 1,000 2,000 2,000 2,000 2,000
Liability Insurance/Bonds 3,000 3,000 3,000 4,000 4,000 4,000 4,000 5,000
Bank Charges 1,000 1,000 1,000 1,000 1,000 1,000 1,000 1,000
Open Enroliment/Other Adj. 0 0 0 140,000 150,000 154,000 158,000 162,000
Total Other Expenditures 95,000 99,000 227,000 375,000 392,000 402,000 413,000 425,000

With the exception of those explained below, the projections from FY 1999-00 though FY
2003-04 assume all components of other expenditures will increase three percent per year
based oninflation. Asshown in the table, County ESC Contributionsincreased greatly in FY
1998-99 due to a change in the State funding system. Beginning in FY 1998-99, State
Foundation funds used to pay county ESC expenditures were included in district foundation
settlements and were no longer paid directly to the county ESC. Thedirect expenditureto the
County ESC on the part of the District is reflected in the large cost increase.

County Auditor/Treasurer Fees. Based on the average of historical amounts, the county
auditor and treasurer fees are projected to increase at 2.15 percent annually.

Liability Insurance/Bonds. These costs are projected to increase at an average of past
increases, or 6.8 percent annualy.
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Open Enrollment/Other Adjustments: Thisaccount isused to record open enrollment and
vocational education deductionsfrom the District’ sfoundation settlement. Previoudy, these
costs were not included in the resident district’s foundation settlements. These costs are
expected to increase at the samerate as the per pupil funding formulaamount in future years.
Open enrollment costs for FY 1999-00 represent 16.5 students or approximately $68,000
which, based on the per-pupil funding increases, will rise to approximately $75,000 in FY
2003-04. Other adjustments include vocational school fees, forecasted at approximately
$72,000 in FY 1999-00. Vocational school fees also are tied to the per pupil foundation
alotment and are forecasted to increase at the same rate as the per pupil funding formula
amount in future years, or approximately $87,000 by FY 2003-04.

VI.  Debt Service

Outstanding debt balances as of June 30, 1999 are presented in Table 2-15. Thetable below

shows the annual debt service requirement in each issue for the forecasted period. The

forecast assumes the District will pay debt obligations as they come due.

Table 2-15: General Fund - Debt Service Requirements
FY FY FY FY FY FY FY FY
1996-97 1997-98 1998-99 1999-00 2000-01 2001-02 2002-03 2003-04

State Emergency Loan 340,000 97,000 0 0 0 0 0 0
State Solvency Fund Loan * 0 0 0 0 314,000 314,000 0 0
Energy Conservation 35,000 35,000 40,000 40,000 45,000 45,000 50,000 50,000
EPA - Asbestos Removal * 12,000 12,000 12,000 12,000 12,000 12,000 12,000 12,000
Total Principal 387,000 144,000 52,000 52,000 371,000 371,000 62,000 62,000
State Emergency Loan 17,000 3,000 0 0 0 0 0 0
Energy Conservation 23,000 21,000 19,000 16,000 14,000 11,000 9,000 6,000
Total Interest 40,000 24,000 19,000 16,000 14,000 11,000 9,000 6,000
Total Debt Service 427,000 168,000 71,000 68,000 385,000 382,000 71,000 68,000

Source: District debt schedules.
! Interest free debt

H.B. 412 eliminates the State Emergency Loan Fund and replaces it with the Solvency
Assistance Fund. After March 24, 1998, school districts are no longer being approved for
borrowing under the State Emergency Loan Fund and must borrow from the State Solvency
Assistance Fund. Although future year deficits are forecasted for SLSD, no additional
borrowing from the State Solvency Assistance Fund beyond FY 1999-00 has been
incorporated into the forecast. As R2.4 indicates, long term District plans must include an
effort to withdraw the District from State Solvency Assistance Fund borrowing.
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VII.

A.

Other
Transfersand Advances I n/Out

The forecast includes an advance out of $146,000 in FY 1999-00 to repay various funds for
monies advanced into the General Fund in FY 1998-99 to avoid a cash deficit in the General
Fund at year-end. Transfers out have been forecasted at an estimated $10,000 per year to
cover cash deficits arising in various funds due to timing differences.

Encumbrances

Encumbrances outstanding at year-end represent planned expenditures which were budgeted
inthe fiscal year but which were not paid by year-end. Under this method, purchase orders,
contracts, resolutions and other commitments for the expenditure of funds are recorded to
reserve aportion of the applicable appropriation for future payment. While the District uses
the encumbrance method for budget management and control in Federally funded accounts,
the treasurer indicated that encumbrances are not used in the General Fund as using the
encumbrance method would create a larger deficit. As retirement payments to the state
retirement systems are deducted directly from the District’s foundation settlement, an
estimated year-end encumbrance amount of $30,000 has been forecasted each period to
account for the July and August retirement payments. The treasurer was unable to provide
an estimate of other costs not currently encumbered at year-end.

Budget Reserve

Under H.B. 412, if the revenue received for current expenses for the preceding fiscal year is
at least three percent greater than the revenue received for current expenses for the second
preceding fiscal year, the District isrequired to set-aside as abudget reserve not lessthan one
percent of the revenue received for current expenses for the preceding fiscal year. The
minimum one percent set-asi de continues each year until the budget reserve equalsor exceeds
five percent of the revenue received for current expenses for the preceding fiscal year.

In addition, State law requires districts to credit the budget reserve account for any rebate
received by the Bureau of Workers Compensation. Accordingly, the District credited the
budget reserve account in FY 1998-99 for the $25,000 Workers Compensation rebate
received in FY 1997-98. The Didtrict’s defined revenues did not increase by the specified
percentage to require a contribution in FY 1998-99. As the District was placed in fiscal
emergency in FY 1999-00, no additional contributions are forecasted for the period as
districtsin fiscal emergency are not required to make their annual contribution to the budget
reserve account.
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D. H.B. 412 Spending Requirements

State law requires districts to spend a certain percentage of their defined revenues on
textbooks and instructional materials, as well as capital improvements. In FY 1998-99, the
District did not spend the required two percent of their defined revenuesfor either of thetwo
classifications of expenditures. Therefore, areserve of $12,000 and $37,000 are shown for
FY 1998-99 related to textbooks and instructional materials and capital improvements,
respectively.

For theforecasted years, the capital expendituresareat alevel whichwould allow the District
to meet its spending requirement, thereby eliminating the need for additional reserves. In FY
1999-00, the forecasted capital expendituresinclude aboiler replacement at the high school.
This expenditure, when added to the additional anticipated expenditures, eliminates the
reserve established in FY 1998-99. The forecasted textbook and instructional materials are
not at alevel to cover the spending requirement. Instead of establishing areserve account, the
forecast includes the additional H.B. 412 spending as a separate component of the materials
and suppliesexpenditureline. Asitisanticipated SL SD will spend the required amount rather
than establishing a reserve, the additional spending necessary to meet the requirement was
added to the expenditures of the District.
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Summary of Performance Audit Recommendations

Table 2-1A is being presented as a potential financia forecast for District management and the
Commission. It is a management tool to be used to assess the impact the implementation of the
various performance audit recommendations will have on the District’s financial condition. The
forecast presented contains the same financia projections as presented in Table 2-1 with additional
lines to include the financia implications associated with the performance audit recommendations.
Contained within the notesis Table 2-16 which summarizethefinancia implications associated with
the recommendations contained within this report. Some recommendations could be implemented
immediately, while otherswill require further management action to realize the proposed savings. In
addition, cost avoidances associated with the various recommendations are also summarized.

The performance audit recommendations which affect the District’s General Fund are broken down
into two categories-- those recommendations subject to negotiation and those recommendations not
subject to negotiation. This breakdown is shown in Table 2-16.

For SLSD to achievefinancia stability, it will be necessary to make difficult management decisions.
This performance audit provides a series of ideas/recommendations which the District and
Commission should consider. However, this audit is not all inclusive and other cost savings and
revenue enhancements should be explored and incorporated into the financial recovery plan of the
Digtrict. The District and the Commission should update its financial recovery plan on an ongoing
basis as critical financial issues are addressed.
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Table2-1A: Pro

posed Financial Recovery Plan (amountsin thousands)

Actual Actual Actual Forecast Forecast Forecast Forecast Forecast Forecast
1996-97 1997-98 1998-99 1999-00 2000-01 2001-02 2002-03 2003-04 2004-05

Local Property Taxes 1,434 1,422 1,460 1,474 1,489 1,504 1,519 1,534 1,549
Personal Property Taxes 38 47 42 42 42 42 42 42 42
Other Loca Revenue 44 65 56 45 42 42 43 44 45
State Foundation 2,051 2,101 2,327 2,474 2,637 2,723 2,813 2,905 2,992
Homestead & Rollback 114 114 115 115 116 117 119 120 121
Other State Revenue 22 38 38 22 22 22 22 22 22
Total Operating Revenues 3,703 3,787 4,038 4,172 4,348 4,450 4,558 4,667 4,771
Salaries & Wages 2,270 2,307 2,486 2,584 2,607 2,615 2,675 2,663 2,670
Fringe Benefits 779 755 910 1,000 998 1,049 1,107 1,168 1,229
Purchased Services 248 222 250 265 273 274 284 296 305
Material, Supply. & 133 136 132 156 160 167 173 176 180
Capital Outlays 0 55 72 248 131 136 142 147 151
Other 95 99 227 375 392 402 413 425 436
Performance Audit Rec.
(Table 2-16) 0 0 0 0 (327) (429) (448) (470) (470)
Total Operating Expenditures 3,525 3,574 4,077 4,628 4,234 4,214 4,346 4,405 4,502
Other Financing Sources:
Solvency Fund Loan 0 0 627
TransfersIn 60 0 0 0 0 0 0
Advances In 0 0 146 0 0 0 0 0 0
Other Financing (Uses):
Debt Service:

Principal (387) (144) (52) (52) (372) (372) (62) (62) (62)

Interest (40) (24) (29) (16) (14) (112) 9) (6) 3)
Transfers Out 0 2 (5) (120) (120) (120) (120) (120) (120)
Advances Out 0 0 (33) (146) 0 0 0 0 0
Net Financing (367) (170) 37 403 (395) (392) (81) (78) (75)
Results of Operations (Net) (189) 43 (@) (53) (281) (156) 131 184 195
Beginning Cash Balance 256 67 110 108 55 (226) (382) (251) (67)
Ending Cash Balance 67 110 108 55 (226) (382) (251) (67) 128
Textbook Set-a-side Reserve 12 0 0 0 0 0
“412" Instructional / Capital 37 0 0 0 0 0
“412" Budget Reserve 0 0 25 25 25 25 25 25 25
Outstanding Encumbrances 0 0 0 30 30 30 30 30 30
Ending Fund Balance 67 110 45 0 (281) (437) (306) (122) 73

Sour ce: District records: Performanceaudit projectionsand estimated; and financial implicationsthroughout thisperformance audit

report.

Financia Systems

2-25




Southern Local School District

Performance Audit

Table 2-16 details those recommendations reflected in the forecast in Table 2-1A and is further

divided into categories requiring negotiation and not requiring negotiation.

Table2-16: Summary of Performance Audit Recommendations

I ncor porated into Financial Forecast (Table 2-1A)

Recommendations FY FY FY FY
2000-01 2001-02 2002-03 2003-04

Recommendations Subject to Negotiation:

R3.10 Increase employee contributions towards health care $225,023 $243,025 $262,777 $284,331
premiums to 35 percent

R3.18 Eliminate three paid holidays for classified employees $7,900 $7,900 $7,900 $7,900

R5.5 Reduce the number of guaranteed hours for bus drivers from $27,265 $27,265 $27,265 $27,265
four hours to three hours

R5.6 Reduce supplemental contracts for additional transportation $9,450 $9,450 $9,450 $9,450
runs

R3.5 Eliminate computer coordinator, lunchroom supervisor and $11,794 $11,794 $11,794 $11,794
three Title program compliance and administrator
supplemental contracts

Total Recommendations Subject to Negotiation $269,638 $287,640 $307,392 $328,946

Recommendations Not Subject to Negotiation:

R4.1 Reduce one custodian position upon the opening of the new N/A $24,775 $24,775 $24,775
K-8 building

R3.2 Reduce 2.5 secretarial positions and one food service N/A $58,360 $58,360 $58,360
position upon the opening of the new K-8 building

R3.3 Replace one high school teaching position by consolidating $43,200 $43,200 $43,200 $43,200
commonly offered courses

R4.9 Implement an energy savings program within the District $10,000 $10,000 $10,000 $10,000

R5.2 Request reimbursement for reporting errors on special needs $4,562 $4,562 $4,562 $4,562
transportation forms for FY 1998-99 *

Total Recommendations Not Subject to Negotiation $57,762 $140,897 $140,897 $140,897

Total Recommendations Included in Forecast $327,400 $428,537 $448,289 $469,843

Source: Financial Implications Summaries for al sections of this performance audit report.

! The additional reimbursement amount is carried forward throughout the forecast because the transportation
revenue projected by ODE that is contained in the forecast is based upon the incorrect FY 1998-99 figures reported
by the District.
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Table 2-17 summarizes additional recommendations which the Commission should consider,
however, due to the long-term nature of these cost savings, were not included in the forecast (Table
2-1A).

Table 2-17. Summary of Performance Audit Recommendations
Not Included in the Financial Forecast (Table 2-1A)

Recommendations Cost Savings

Recommendations Subject to Negotiation:

R3.22  Discontinue practice of granting compensatory time to classified employees $227
working on a calamity day, assuming one calamity day per year (annual)
R3.13  Achieve cost avoidance by implementing a reduced payout of sick leave for $195,638
severance payments to certificated and classified staff (long-term)
Total Recommendations Subject to Negotiation $227 - $195,638

Recommendations Not Subject to Negotiation:

R3.6 Reduce sick leave usage among certificated staff $3,480 - $10,440
(annual)
R3.8 Reduce sick leave usage among classified staff $2,637 - 5,276
(annual)
Total Recommendations Not Subject to Negotiation $6,118 - $15,716

Source: Financial Implications Summaries for al sections of this performance audit report.

VIII. Commission Considerations

A. Current per pupil spending levels have been set at $4,052 for FY 1999-00 and $4,294 for FY
2000-01. Future per pupil spending amounts are planned at $4,414 for FY 2001-02 and
$4,538 for FY 2002-03 and beyond. Only amounts for FY's 1999-00 and 2000-01 are
guaranteed by current legidation. Any changes in per pupil funding amounts in future
biennium years will effect foundation funding and potential changes in per pupil funding
amounts should be considered in the devel opment and updating of SL.SD’ sfinancial recovery
plan.

B. State foundation payments under the Ohio Rev. Code are cal cul ated by the Ohio Department
of Education on the basis of pupil enrollment and classroom teacher ratios, plus other factors
for transportation, special education units, extended service and other items of categorical
funding. For the purposes of the projections, student enrollment is projected as holding
steady at FY 1999-00 levels through FY 2003-04. If the District experiences a decline in
enrollment this could decrease State Foundation funding bel ow projected levelsand may have
an effect on the budget stabilization set-aside requirement.
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C.

A 4.0 mill operating levy will expirein FY 2001-02. The forecast assumes that the levy will
be renewed and the District will not lose operating revenues due to levy failure. In the event
the District experiences levy failure and a subsequent loss of operating revenues of
approximately $232,000, saary projections and staffing levels may require reexamination to
accommodate lower revenue levels.

A substantial portion of local revenues are derived from real and tangible property tax levied
on the American Electric Power hydro-electrical plant located in Meigs County. In 1999, the
State legidature passed measures to deregulate the electrical utility industry in Ohio. Under
the new law, electrical utility generation equipment will be taxed at 25 percent of true value,
decreasing District income by approximately $600,000 annually. Although thelegidlature has
authorized aone-half cent kilowatt hour usetax to replacelost real and tangible property tax,
the Commission should consider options availableto the Digtrict if the one-half cent kilowatt
hour use tax isinsufficient to replace lost property tax revenues.

Although the District has developed a history of borrowing to cover operating debt, the
forecast does not include borrowing beyond asingle State Solvency Assistance Fund loanin
FY 1999-00 for $627,000. Based on the negative ending balances shown in the current
forecast, SLSD may accrue additional debt. If SLSD isrequired to borrow additional funds
to meet operating expenditures, repayment costs may delay the District’ s return to financial
health.

In FY 2001-02, SL SD will open anew kindergarten through grade eight building. Asaresult
of the completion of the new building, the District will be able to close four aging schools.
Although maintenance costs may be reduced, the District may experience anincreasein other
cost areas, due to the inclusion of air conditioning and a computer lab in the new building.
Staffing reductions are not currently planned by the District and the superintendent indicated
clerica workersfrom thefour schoolswill fill non-certificated instructional support positions
inthe new building. Though the Commission should not expect increased savingsthrough the
opening of the new building, the impact of the new facility should be considered in any cost
reduction measures.

Educationa enhancements, included under Am. Sub. H.B. 650, require school districts to
reduce class sizes and add all-day kindergarten. The provisionsof Am. Sub. S.B. 55 include
programmatic changes, many of which have financia implications, such as the creation of a
three year continuous improvement plan, expansion of the summer school program and the
increase in the number of units offered to high school students. The superintendent is
currently studying the effectsof H.B. 650 and S.B. 55 to plan for the District’ sfuture. He has
indicated that additional costs will be incurred by SLSD because of the new educational
requirements under Am. Sub. S.B. 55 but has not determined the estimated amount of such
costs. TheDistrict may havedifficulty implementing portionsof S.B. 55 requirementsbecause
of its current financia condition. Additional costs associated with S.B. 55 are not shown in
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the forecast as the District was unable to quantify probable expenditures associated with the
legidation.

H. The treasurer is not using the encumbrance method of budget management in the Genera
Fund. Encumbrances outstanding at year-end represent planned expenditures which were
budgeted inthefiscal year but which were not paid by year-end. Under this method, purchase
orders, contracts, resolutions and other commitments for the expenditure of funds are
recorded to reserve a portion of the applicable appropriation for future payment. The
treasurer stated that, while encumbrances are used to account for unpaid purchase ordersand
commitments in Federally funded programs, showing encumbrances in the General Fund
would increase the negative ending fund balance. Excluding encumbrances from the forecast
and other planning documents creates an inaccurate representation of the District’s true
financia condition. The Board and Commission should requireal encumbrancesto be shown
in forecasting and reporting documents.
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B. Revenues and Expenditures

Background

SLSD’s primary funding sources are local property taxes, State Foundation support and Federal
programs. To increase the local contribution, SLSD has two tax options, and both require voter
approval: aproperty tax levy or aschool district income tax. Property taxes are levied on a calendar
year basis against the assessed values of real estate, public utility property and tangible (business)
personal property located in the District. Based on the property valuesin SLSD, one mill generates
about $65,800 of revenue for the District. The District has not passed an operating levy since 1994.

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 tothe District’ stotal
assessed property valuation, has undergone significant change through new legid ation which became
effectivein FY 1998-99.

Federa monies are awarded primarily through grant programs directed at helping economically
disadvantaged students or those with special educational needs. Federal budget balancing isexpected
to negatively impact grant awards. See Table 2-18 for percentage breakdowns of District funding
by sources compared to the peer districts and State averages.

The Board is required under the ORC to adopt an annua budget. Each year, two budgets are
prepared by the District: atax budget and an operating budget. The budgeting processidentifiesthe
adequacy of financia resourcesfor the educational programs and provides a basisfor accountability
infiscal management. The tax budget also serves asthe legal basisfor the establishment of tax rates.
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Organization Function

Under the current organizational structure, the Board of Education’ sroleislimited to managing the
daily operations of the District and carrying out the fiscal recovery plan adopted by the Commission.
Decisions which have financia implications or that fall outside the scope of the fiscal recovery plan
are required to be made by the Commission. The 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. The
organizationa chart below shows the reporting relationships of the superintendent and treasurer’s
departments.

Chart 2-1: Financial Organizational Chart

Board of Education

| |
Superintendent Treasurer
Assistant
Treasurer

There is no separate department responsible for financial planning or budgeting in SLSD. It isthe
duty of the treasurer to prepare long-range fiscal plans, as well as the annua budget. The
superintendent and Board do not take part in the preparation of fiscal planning or budgeting
documents. Thesuperintendent, with approval fromtheBoard, establishestheoverall fiscal objectives
for the District while the actual budget preparation, presentation and subsequent management
reporting fall under the authority of the treasurer.

The treasurer prepares the tax budget and the annual appropriation resolution; files required forms
and reports with the County Budget Commission and the Ohio Department of Education; monitors
compliance with appropriation spending levels; initiates, reviews and processes budget adjustments
and modifications; and prepares monthly reports. He is responsible for establishing and overseeing
asystem of internal controls within the District to ensure the accuracy of financial information and
to protect the District’ s assets.
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Summary of Operations

The treasurer and assistant treasurer have prepared financial forecasts in the past, specificaly in
conjunction with the requirements of past State emergency loans. The most recent forecast was
updated in January 2000 and was based on the projected five-year financial forecast required under
H.B. 412. Thefinancia forecast includes projections of estimated revenues and expendituresfor the
General, DPIA and Textbook Subsidy funds, as well as the assumptions used to develop the
projections. All other projections for this period were based on future needs, prior period
performance, and historical trends.

Thebudgetary process beginswith the preparation and adoption of thetax budget, showing estimated
receipts and expenditures, and is submitted to the 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 measureis prepared. Theindividual schoolsin SLSD do not have input
to the District’ s budget.

The treasurer’ s office is responsible for the preparation and issuance of various financia reportsin
accordance with State and Federal guidelines. These include an annua spending plan and quarterly
updates submitted to the ODE. The spending plan allows the State Superintendent of Public
Instruction to determineif the District has expenditures that 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
monthsin which the expensesareto be paid. Thetreasurer’ s office doesnot prepare acomprehensive
annual financia report (CAFR).

During FY 1998-99, the treasurer failed to report the District’ s year end financia statements using
the required basis of accounting and has not prepared H.B. 412 disclosures as required by law. The
Auditor of State's Office identified issues in the Digtrict’s cash statements that led to a qualified
opinion of its financial disclosures. The treasurer currently is not using the technology available to
him and may be able to avoid accounting and reporting errors through the increased use of
technology. Whilethetreasurer reportsto the Board on amonthly basis, printed management reports
are not used by the District.
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Performance Measures

The following performance measures were used to analyze SLSD’ s financia planning process.

Assessment of financial planning process

Assessment of Federal, State and local funding levels

Review of alocation of resources for instruction, instructional support and
administrative costs

Assessment of District expenditures

Evaluation of relevance and timeliness of financial and management reports
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Findings/ Commendations/ Recommendations

Financial Planning

F2.1

)
N
=

To meet the filing requirements of H.B. 412, the treasurer, with the assistance of the Ohio
Department of Education, prepared the District’ sfirst five-year financia forecast in January
1999. Subsequent to the District being placed in a state of fiscal emergency on November 8,
1999, the financial forecast had not been revised and contained errors which the Ohio
Department of Education had directed the District to correct. The most recent financial
forecast, revised in January 2000, was presented to the Financial Planning and Supervision
Commission on January 24, 2000.

The January 24, 2000 forecast projected deficit fund balances for FY 2000-01 through FY
2003-04. The District projected a negative fund balance in FY 2000-01 of $487,000
increasing to $2.2 million for FY 2003-04. The Auditor of State's LGS projection (October
1999) showed a negative ending fund balance in FY 1999-00 of $627,000. The Auditor of
Stateforecast (March 2000) shows negative ending fund balances of $608,000in FY 2000-01
increasing to $1.8 million in FY 2003-04, a difference of $120,000 to $400,000 over the
forecast period.

The financial forecasts prepared by the District do not present an accurate picture of the
financia condition of the District. Theforecast |acks adequate assumptionsto clearly indicate
the manner in which the forecast was developed and contains several mathematical errors
whichmust becorrected. Thelevel of detail and information contained within theassumptions
is not adequate to properly convey the thought process or estimates used to develop the
projections. Giventhesignificant financia issuesfacing SLSD, aproperly developed, detailed
financia forecast is essential in the District’s attempt to regain financial solvency. To this
extent, SLSD should use the format of the financial forecast presented in Table 2-1 and
update the information and projections as financial issues change or materialize. Such a
forecast ensures members of the District and Commission are provided sound and detailed
information on which to base their decisions.

Ohio Rev. Code § 3316.06 states that “(w)ithin 120 days after the first meeting of a school
district’s financial planning and supervison commission, the commission shall adopt a
financial recovery plan regarding the school district for which the commission was created.
During the formulation of the plan, the commission shall seek appropriate input from the
school district board and from the community.”

Financia Systems 2-34



Southern Local School District Performance Audit

A
N
N

F2.4

The Auditor of State declared SLSD in a state of fiscal emergency on November 8, 1999.
A Financial Planning and Supervision Commission was established and given the authority to
assume control of the District. The Commission had itsfirst meeting on January 24, 2000 and
has 120 days from its first meeting to adopt a financial recovery plan for the District. An
initial financia recovery plan has not yet been adopted by the Commission.

Table 2-1A ispresented to provide the Commission with aproposed financial recovery plan
in its efforts to adopt a plan which will alow the District to regain financial stability. The
Commission should use this financial recovery plan to evaluate the recommendations
presented within this performance audit and determine the impact of the related cost savings
ontheDigtrict’ sfinancia condition. Therecommendationsare broken down into thosewhich
can be enacted immediately by SLSD and those that will require further management actions,
such as renegotiating certain items within current union agreements.

SLSD, aswell asall other school districtsin the State of Ohio, has 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 SLSD. However, Am.
Sub. H.B. 650 aso includes important enhancements of certain educational programs
including reduced class sizes and al day kindergarten. H.B. 412 establishes additional
accountability standardsfor school districtsaswell asrequiring financia set-asidesfor critical
educational itemsincluding textbooksand capital improvements. The provisionsof Am. Sub.
S.B. 55 include many programmatic changes for school districts, many of which will have
financia implications. Certain programmeatic changes contained within thelegidation include
the creation of athreeyear continuousimprovement plan for certain school districts, potential
expansion of the summer school program and the increase in the number of units offered to
high school students.

The superintendent is currently studying the effects of these pieces of legidation to plan for
the District’s future. Estimates of SLSD’s school foundation monies under Am. Sub. H.B.
650 have been developed by the ODE for FY 1999-00 and FY 2000-01.The superintendent
has indicated that additional costs will be incurred by the District because of the new
educational requirements under Am. Sub. S.B. 55 but has not estimated the amount of such
costs. The superintendent indicated that SL SD may have difficulty implementing portions of
S.B. 55 requirements because of its current financial condition. (See the notesto Table 2-1
for the estimates of school foundation monies under Am. Sub. H.B. 650 and the State
required set-asides for textbooks and instructional materials, capital improvements and
maintenance, and a budget reserve under H.B. 412).

The District would like to hire at least two additional teachers during the forecast period to
fulfill specia education teacher/student ratio requirements and new requirements in science
and mathematics. In addition, SLSD has expressed a need for a full time technology
coordinator. Financia projections made as part of this performance audit (see financia
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forecast in Table 2-1) demonstrated funding to support the additional staffingisnot available
and these proposed staffing increases have not been included in the current projections. The
Didtrict realizes that funding will not be available to support these additional teaching

positions but has not developed aternatives to staffing increases.

A
[\
w

The District should ensure al increasesin staffing fall within the parameters of the financial

recovery plan adopted by the Commission. In addition, accurate financia projections are
needed to properly demonstrate the effects on the District’s financial condition concerning
any planned increases in staffing positions. Two entry level teachers and an entry level
technology coordinator paid at a bachelors step 1 rate would cost approximately $78,655,
based on the Digtrict’s salary schedule and an additional 30 percent benefits cost. Given the
current and projected financial condition of SLSD, there will not be adequate resources

available to support these planned increases in staffing positions.

Revenue Assessment

F2.5 Table 2-18 showsthe distribution of revenue by funding source (all funds on a cash basis)
for the three most recent fiscal years for SLSD, its peer districts and the peer and State

averages.

Table 2-18: Percent of Revenue by Funding Sour ce

Peer State
Southern Bridgeport Eastern Green Average' Average
FY 1996-97:
Local 37.8% 41.1% 19.0% 39.2% 34.3% 51.2%
State 49.3% 48.5% 72.1% 49.5% 54.8% 42.3%
Federal 12.9% 10.4% 8.8% 11.4% 10.9% 6.0%
FY 1997-98:
Local 35.9% 36.6% 18.1% 36.6% 31.8% 51.7%
State 52.4% 54.2% 73.0% 53.5% 58.3% 42.6%
Federal 11.7% 9.1% 8.9% 10.1% 9.9% 5.7%
FY 1998-99:
Local 35.9% 36.6% 18.1% 36.6% 31.8% 51.6%
State 52.4% 54.3% 73.0% 53.3% 58.3% 42.7%
Federal 11.7% 9.1% 8.9% 10.1% 10.0% 5.7%
Source:  EMIS information.
! Southern Local isincluded in the peer average.
Financial Systems 2-36




Southern Local School District Performance Audit

F2.6

F2.7

Table 2-18 indicates that, while SLSD receives a greater percentage of their total revenue
from local sourcesthan the peer district average, this percentage is still lower than the state-
wide average for al districts. A school district’ s local revenue sources are primarily limited
to property taxesand incometaxes, if applicable. All school districtsreceiverea and personal
property tax revenue. Only some districts collect income taxes, either through a school
district or ajoint city/school district income tax approved by the voters. Based on a State
Department of Taxation report, SLSD is not eligible to collect revenue through a joint
city/school district income tax levy.

Under Ohio law, property values are adjusted (updated) every three years, and a complete
recalculation (regppraisal) is performed every six years. The 1998 assessment of property
values within the District totaled approximately $65 million which was reflected in taxes
collected beginning in the 1999 calendar year. The next update reappraisal will be conducted
incalendar year 2000, which will affect tax collectionsbeginningin calendar year 2001. Based
on assessed valuation as of December 1998, one mill of property tax would generate $65,800
of additional revenue for SLSD.

The American Electric Power hydro-€electric plant in Meigs County generates approximately
$12.2 millionin real and tangible property tax revenues each year. Deregulation has changed
the rates of assessment for electrical utility generation equipment from 100 percent to 25
percent, decreasing property tax revenues from the hydro-electrical plant by approximately
$600,000 annually. Although thederegul ation | egislation providesfor aone-half cent kilowatt
hour use tax to replace lost revenue, the District may experience a reduction in revenues.

Table 2-19 presents statistics which impact a district’ s ability to raise local revenue. SLSD
is compared with its peer districts and the State average.
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Table 2-19: Local Statistics-Last ThreeYears

Peer State
Southern | Bridgeport Eastern Green Average Average

FY 1995-96:
Effective Millage 232 245 24.8 28.0 251 304
Average Valuation * $ 71,216 $ 63,658 $41,816 $ 74,765 $ 62,864 $ 86,027
AreaMedian Income? | $ 26,123 $ 23,087 $ 25,803 $ 26,299 $ 25,328 $ 23,478
FY 1996-97:
Effective Millage 24.0 224 25.0 26.9 24.6 30.9
Average Valuation * $ 81,835 $ 74,837 $ 44,952 $ 83,140 $ 71,191 $ 87,754
Area Median Income $ 28,669 $ 24,529 $ 28,605 $ 29,842 $ 27911 $ 24,588
FY 1997-98:
Effective Millage 239 224 25.0 26.9 24.6 30.7
Average Valuation * $ 83,645 $ 76,650 $ 45,032 $ 86,437 $ 72,941 $ 93,566
Area Median Income $ 28,951 $ 23611 $ 26,446 $ 26,744 $ 26,438 $ 25,239

Source: EMIS District Profiles, Ohio Department of Taxation
1 Average valuation per pupil will increase over aperiod of yearsif the average daily membership (ADM) count declines.

F2.8

Effective mills are the rate at which property is taxed in the district. Property values also
affect how much revenue a district receives. Real property is reappraised for tax purposes
every six years and updated every three years.

Asnotedin Table2-19, SL SD hasalower effective millage (23.9 mills) when compared with
its peers and with the state average. However, because SLSD’ s property vaueis higher than
the average for its peer districts, the percent of revenue provided by local sourcesis higher
than the peer district average. When analyzing these statistics, it isa so important to note that
the 35.9 percent contribution made by SLSD’ slocal revenuesin FY 1998-99 isdlightly above
the peer average, but well below the State average of 51.7 percent. Tax reform legislation was
passed in 1976 (H.B. 920), which effectively eliminated inflationary effects upon property
taxes. Therefore, school districts need to pass operating levies about once every three years
to keep up with inflation. It should be noted that SL SD’ s revenues per pupil are ranked 354™
among the 611 school districtsin Ohio based on FY 1997-98 EMIS data.

An examination of District vauation and median income shows SLSD has the highest area
median income and second highest property valueswhen compared to the peer districts. Y et,
SLSD hasthe second lowest effective millage which is 0.7 millslower than the peer average
and 6.8 mills lower than the State average. Based on current income levels and property
valuation, itislikely that the community hasthe ability to support an additiona levy increase
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to fund the District at levels comparable to the peer districts and the State average.

F2.9 Table 2-20 presents information regarding SLSD’ s long term indebtedness as of June 30,
1999. The Digtrict’ s $627,000 loan from the State Solvency Assistance Fund is not included

in the table.
Table 2-20: Long Term Indebtedness as of June 30, 1999
Fund Inter est Issue Date | Maturity Amount
Description Revenues Rate Date Outstanding
Servicing

Debt
School Facilities Construction and
Improvement Bonds, Series 1998 Debt Service 4.63% 12/1/98 12/1/21 $4,042,000
Total Capital Debt $4,042,000
EPA Asbestos Removal Genera Fund N/A 5/30/93 11/30/12 $159,646
Energy Conservation Improvement
Bonds, Series 1994 Genera Fund 5.75% 8/15/94 8/15/04 $285,000
Total General Fund Debt $444,646
Total Debt $4,486,646

Source: Treasurer’s Office.

During the 1990's, SL SD entered into acycle of borrowing from the State Emergency Fund
to cover operating debt. Continued borrowing on the part of the District and strict repayment
schedules has caused financial hardship in the District. SLSD used State operating loans in
FY 1993-94 and FY 1994-95 to avoid year end deficits. In total, the District borrowed
approximately $533,000. These debt instruments are accompanied by strict repayment
schedules and SL SD redeemed the notes within two years of the note issue date, placing the
Digtrict in further financia distress.

A
N
N

Continued borrowing on the part of the District indicates poor financia planning and
management in SLSD. Long term District plans must include an effort to withdraw the
District from State Solvency Assistance Fund borrowing. Based on the expenditure reduction
recommendations provided in this performance audit, as well as those identified by the
Financia Planning and Supervision Commission, the District should continue to keep
expenditures|ow and realign salariesand benefitsto bemorein linewith peer and neighboring
district salaries.
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F2.10 Table2-21 detailsthe election resultsfor the past ten yearsfor variousleviesthe District has
placed on the ballot.

Table2-21: Ten-Year Levy History

Election

Date Typeof Levy Amount Term Results
November 1990 Operating 5.3 Mills Continuing Failed
November 1992 Bond Issue 5.3 Mills 23 Years Failed
November 1994 Operating 4.0 Mills Continuing Passed
March 1996 Bond Issue 5.3 Mills Continuing Failed
November 1996 Operating 4.0 Mills Continuing Failed
May 1998 Bond Issue 5.39 Mills 23 Years Passed
November 1998 Operating 4.89 Mills Continuing Failed

Source: FY 1999 Financial Forecast prepared by the Local Government Services Division of the Auditor of State’s Office and
District records.

Table 2-21 indicates the District has been unsuccessful in gaining voter approval of two new
operating levies put on the balot in the past five years. While SLSD’s administration has
stated that the community will not support additional levies, levy history indicates alimited
attempt on the part of the District to secure additional local revenues.

F2.11 Although not Genera Fund money, SLSD can help maintain and improve student levels of
learning and nutrition through applying for various State and Federal grants for specific
programs such as Title I, Title VI-B, and Nationa School Lunch. The District pursues
common Federal grants, such as Title | and Title VI-B, but does not have a coordinated
program to seek smaller, specialized State and Federal grants. SLSD does not employ agrant
coordinator and the superintendent, principals and individual teachers are expected to
research and apply for grants. Federa and State grant applications are reviewed by the
superintendent before submission, and program expenditures are tracked by the treasurer to
comply with reporting requirements, once the grant has been awarded. The Board approves
participation in the various grant programs.

R2.5 The District should develop a coordinated grant program to include all teachers and
administrators in the grant search and application process. SLSD relies heavily on onetime
grants to provide special and remedia education programs. All educators in the District
should be provided with grant search materials and be trained in grant application
methodologies. Increased grant revenues through a more concentrated grant search could
provide the District with additional revenues.
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Expenditure Analysis

F2.12 Table2-22 depicts General Fund FY 1998-99 revenues by source and expenditures by object
asapercent of total General Fund revenues and expendituresfor SLSD and its peer districts.

Table 2-22: Revenues by Sour ce and Expenditures by Object

Southern

Bridgeport

Eastern

Green

Property Taxes

40.8%

28.4%

12.8%

35.5%

Inter gover nmental Revenues

57.6%

69.5%

83.5%

62.7%

Other Revenues

1.6%

2.1%

3.7%

1.8%

TOTAL REVENUES

$3,520,898

$4,430,495

$6,336,296

$4,343,893

Wages

59.7%

58.7%

50.4%

51.9%

Fringe Benefits

21.6%

17.2%

20.2%

23.4%

Purchased Services

6.7%

13.6%

10.4%

7.8%

Supplies & Textbooks

3.0%

3.4%

5.9%

3.7%

Capital Outlays

1.9%

0.8%

6.7%

0.8%

Debt Service

0.0%

0.0%

0.0%

0.0%

Miscellaneous

6.1%

2.3%

1.8%

3.0%

Other Financing Uses

1.0%

3.9%

4.7%

9.3%

TOTAL EXPENDITURES

$3,760,598

$4,195,960

$3,900,315

$3,608,649

Source: FY 1998 District 4502 Reports, Exhibit 2 and statement P.

A factor limiting administrators and staff in effectively controlling District alocationsis the
high percentage of expendituresthat arefixed by negotiated employment contractsand utility
costs and debt service payments. As shown in Table 2-22, wages and employee benefits
account for approximately 81 percent of total budgeted expenditures for the General Fund,
which is the highest among the peer districts. The rate of compensation for most SLSD
employees is set by union contracts. Benefit payments such as retirement contributions,
medicare, workers compensation and unemployment are determined by State and Federal
regulations. Tuition, utility costsand county auditor fees account for another 5 percent of the
budgeted expenditures. Approximately 14 percent of thetotal budgeted General Fund dollars
are available for discretionary spending, such as textbooks, professiona and technical
services, property services, transportation services, dues and fees, capital purchases, and
educationa supplies, although a mgority of thisis reserved for the bus purchase fund. The
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discretionary expenditures, asapercent of total General Fund expenditures, areapproximately

egual to the peer average as shown in Table 2-25.

F2.13 Table2-23showsFY 1998-99 purchaseditems, excluding utilitiesand insurance, by category
within the General Fund and the Textbook Subsidy Fund as compared with FY 1997-98.

Table 2-23: District Purchases

Source: FY 1998 and FY 1999 4502 Reports, Statement P.

FY 1997-98 FY 1998-99 I ncrease (Decr ease)
PURCHASED SERVICES:

Professional and Technical Services $58,650 $67,019 14.27%
Property Services $28,397 $30,742 8.26%
Mileage/M eeting Expense $8,313 $10,928 31.46%
Communications $12,624 $13,533 7.20%
Contract Craft or Trade Service $0 $0 0.00%
Tuition $7,314 $12,485 70.70%
Pupil Transportation Services $13,360 $13,120 (1.80)%
Other Purchased Services $443 $326 (26.41)%
Total Purchased Services $129,101 $148,153 14.76%

MATERIALS AND SUPPLIES:
General Supplies $16,119 $30,443 88.86%
Textbooks $7,275 $27,086 272.32%
Library Books $4,641 $2,184 (52.94)%
Periodicals and Films $998 $2,265 126.95%
M aintenance and Repair to Plant $38,638 $10,043 (74.01)%
M aintenance and Repair to Fleet $59,917 $42,190 (29.59)%
Total Materialsand Supplies 127 588 114 211 10.48)%

Increased expenditures in the categories of General Supplies and Textbooks were made to
fulfill H.B. 412 required expenditures. Likewise, purchases in periodicals and films were
increased to accommodate the necessary increases to meet H.B. 412 requirements. The
variancesin tuition costs are not under the control of SLSD, and therefore cannot be reduced
by the District. Meeting and Mileage Expense rates increase with the addition of traveling
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teachers and will decrease with the opening of the new kindergarten through grade eight
school building. Finally, reductionsin expenditures for the maintenance of SLSD’ s fleet and
plant indicatelower levelsof preventive and general maintenance, areaswhich should befully
funded to ensure the full life of equipment is attained by the District.

F2.14 Table 2-24 shows selected discretionary expenditures by account from SLSD’sFY 1998-99
General Fund. The expenditures are then calculated as a percentage of total General Fund
expenditures, and compared with similar spending by the peer districts.

Table 2-24: Discretionary Expenditures

Southern Southern Bridgeport Eastern Green Peer Avg
Prof. and Technical Services $67,019 1.8% 6.6% 0.7% 1.4% 2.6%
Property Services $30,742 0.8% 1.5% 2.2% 1.5% 1.5%
Mileage/M eeting Expense $10,928 0.3% 0.3% 0.2% 0.1% 0.2%
Communications $13,533 0.4% 0.4% 0.2% 0.5% 0.4%
Pupil Transportation Services $13,120 0.3% 0.0% 0.0% 0.6% 0.2%
General Supplies $30,443 0.8% 2.6% 1.8% 15% 17%
Textbooks/Reference Materials $27,086 0.7% 0.5% 1.8% 0.5% 0.9%
Plant Maintenance and Repair $10,043 0.3% 0.0% 1.2% 0.6% 0.5%
Fleet Maintenance and Repair $42,190 1.1% 0.3% 1.1% 1.1% 0.9%
Other Suppliesand Materials $0 0.0% 0.0% 0.0% 0.0% 0.0%
Land, Buildings & Improvements $0 0.0% 0.0% 2.2% 0.1% 0.6%
Equipment $17,983 0.5% 0.4% 0.7% 0.0% 0.4%
Buses/Vehicles $54,157 1.4% 0.4% 1.3% 1.7% 1.2%
Duesand Fees $224,083 6.0% 1.6% 1.7% 2.8% 3.0%
Insurance $3,397 0.1% 0.7% 0.0% 0.1% 0.2%
TOTAL OF THISTABLE $544,724 14.5% 15.3% 15.2% 12.6% 14.4%

Source: FY 1999 4502 Reports, Statement P

Significant variancesin discretionary expenditures between SL SD and the peersareexplained

below:

traveling teachers.

Greater expenditures in the area of Mileage/Meeting Expense are attributed to

Higher pupil transportation and fleet maintenance costs are incurred due to the size
of the District in comparison to the peers and an older bus fleet.
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1 Duesand Fees are substantially higher than the peersas SL SD usesthe servicesof the
Meigs County ESC extensively. Additional costs are attributed to charges from the
Didtrict’s Data Acquisition Site (DAS).

Because of the magnitude of expendituresthat are fixed by negotiated contracts, utility costs
and certain fees, it isimportant that the District diligently monitor those spending areas over
which it can exercise discretion. Table 2-24 indicates that SLSD is spending a higher
percentage of its General Fund revenues for mileage and meetings expenses and dues and
fees. District management should closely review these coststo identify possible opportunities
for reductions and savings.

In accordance with ORC 5705.40, the Board of Education is required to approve al
appropriation amendments occurring at or abovethelegal level of the original appropriation.
In FY 1998-99, the Board authorized the treasurer to “make the necessary changes’ to
baance fiscal year end appropriations. While the Board intended the treasurer to balance
actual to budgeted activity, the practice of giving blanket authority is contrary to ORC
5705.40.

The District does not develop an annual budget to guide expenditures during the fiscal year.
Although the treasurer develops the legally required appropriations resolution, failure to
provide a budget document to school administrators impairs the District’ s ability to control
expenditures. The treasurer stated that, as a working treasurer, his duties do not alow
additional time for the development of a budget document.

The Board should ensure that all appropriation adjustments are approved at the legal level of
control. In addition, adjustments should be minimized through the effective use of an annual
budget document. SLSD can take steps toward eliminating its financial problems by
devel oping and making effective use of an annual budget which, if effectively developed and
monitored, should serve as the spending plan for the District from which little deviation
should occur. The planned expenditures should not exceed the resources available. The
budget should be consistent with the financial recovery plan adopted by the Commission.
Financia goals and objectives should be set forth in the budget. Once adopted, the budget
should be loaded into the accounting system to serve as the spending plan for the District.
Properly developing, implementing and monitoring an annual budget is a mgor step in
regaining financial solvency. Use of abudget and strict adherenceto the all ocations contained
therein will reduce the need for adjustments.
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SLSD’s FY 1998-99 financial audit disclosed several instances of improperly encumbered
funds. Twenty eight percent of the District’ s disbursements that were tested did not contain
prior certification of the availability of funds. For example, purchase orders were dated after
the invoice date. Expenses occurring in FY 1998-99 were not attributed to the appropriate
reporting period. This practice is contrary to ORC 5705.41.

Problems in keeping expenditures within appropriated amounts can be attributed to the fact
that the purchasing and reporting cycle are frequently circumvented. To rectify this, the
treasurer and other purchasing agents within the District should comply with the ORC. The
Board should develop and enforce policies to require the treasurer’s certification of
availability of fundsprior to purchasesbeing made. Finally, the Board and Commission should
require all expenses to be recorded through a valid purchase order and attributed to the
reporting period during which the expense wasincurred. Because numerous non-compliance
issues and internal control weaknesses wereidentified in past financial auditsthat have gone
uncorrected, the Board and Commission should make the correction of yearly audit findings
apriority upon receipt of SLSD’s annual financial audit report and management | etter.

According to the treasurer, the District has lost revenues and experienced increased costsin
the past two years which have substantialy impacted the District’ sfinancial condition. Open
enrollment and home schooling have created aloss of State Foundation revenues. Increased
costs related to County ESC and DAS have also affected the District’s ability to manage
decreasing ending fund balances. Finally, replacement of the District’s high school building
boilers was required in FY 1998-99. The increased capital costs were paid out of the
District’s Genera Fund which further depleted the District’ s fund balances.

Giventhelimited resourcesavail able, functionsmust be evaluated and prioritized. Analyzing
the spending pattern between the various functions should indicate the priorities of the Board
and management. Table 2-25 details the District’s governmental funds operational
expendituresfor FY 1998-99 by function as captured and reported by the accounting system.
SLSD’s per pupil expenditures were the second highest among the peer districts. The
Didtrict’s percentage of governmental fund operational expenditures spent on instruction
(55.5 percent) was the second highest among the individual peer districts but lower then the
peer average of 56.1 percent. SLSD’ s support services expenditures (43.1 percent) werethe
second lowest among the peer districts and but higher than the peer average by lessthan one
percent. Specifically, the percentage of expenditures attributed to vocationa education and
administration were significantly higher than the peer average for the functions. See the
human resour ces section for additional discussions of the administration area.
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F2.20 Tables2-25 and 2-26 show the amount of expenditures posted to the various USA Sfunction
codesfor SLSD and for the peer districts. Function codes are designed to report expenditures
by their nature or purpose. Table 2-25 shows the operationa 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 2-26 shows the total expenditures of the governmental
funds, including facilitiesacquisition and construction, and debt service. SL SD hasthe second
highest percentage of expenditures for instructional functions when compared to the peers.
Y et, regular instruction expenditures are the lowest of the peers and dightly below the peer
average. The District’ s support services expenditures are the second lowest of the peers but
above the peer average.

Table 2-25: Gover nmental Funds Operational Expenditures By Function

Source: FY 1999 4502 Reports

Southern Bridgeport Eastern Green Peer Average

A Fundtion spe | wot | sPe | wor | sper | wor | sPe | wor [ sPer | %o

Pupil Exp Pupil Exp Pupil Exp Pupil Exp Pupil Exp
Instruction Expenditures $2,631 55.5% $3,060 63.4% $2,248 | 52.6% $2,208 | 52.9% $2,537 56.1%
Regular Instruction $1,941 40.9% $2,349 48.6% $1,889 44.2% $1,744 | 41.8% || $1,981 43.9%
Special Instruction $456 9.6% $499 10.3% $275 6.4% $319 7.6% $387 8.5%
Vocational Instruction $218 4.6% $173 3.6% $56 1.3% $128 3.1% $144 3.1%
Other Instruction $16 0.3% $39 0.8% $28 0.6% $15 0.4% $24 0.5%
Support Services Exp. $2,044 43.1% $1,711 35.4% $1,920 | 44.9% $1,932 | 46.3% $1,902 42.4%
Pupil Support $72 1.5% $218 4.5% $191 4.5% $200 4.8% $170 3.8%
Instructional Support $186 3.9% $94 2.0% $101 2.4% $154 3.7% $134 3.0%
Board of Education $12 0.3% $33 0.7% $14 0.3% $12 0.3% $18 0.4%
Administration $646 13.6% $364 7.5% $442 10.4% $270 6.5% $431 9.5%
Fiscal Services $220 4.6% $223 4.6% $183 4.3% $175 4.2% $200 4.4%
Business Services $0 0.0% $0 0.0% $0 0.0% $0 0.0% $0 0.0%
Plant Operation/Maint. $448 9.5% $564 11.7% $536 12.5% $486 11.6% $509 11.3%
Pupil Transportation $460 9.7% $216 4.5% $384 9.0% $509 12.2% $392 8.8%
Central Support Services $0 0.0% $0 0.0% $69 1.6% $1 0.0% $17 0.4%
Non-Instructional Services
Expenditures $0 0.0% $0 0.0% $11 0.2% $0 0.0% $3 0.1%
Extracurricular Activities
Expenditures $66 1.4% $58 1.2% $95 2.2% $34 0.8% $63 1.4%
Total Governmental Fund
Operational Expenditures $4,741 100% $4,829 100% $4,274 100% $4,174 100% $4,505 100%
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As represented by Table 2-25, the District has a substantial percentage of expenditures
dedicated to support servicesfunctions. SL SD should use the recommendations contained in
this performance audit and identify other areas to reduce the percentage of revenues being
spent on support services and reall ocate these resources toward functions directly related to
student instruction. In addition, some support function costs, such as administration, are
inflated due to incorrect or outdated EMIS coding. SLSD should strive to maintain more
accurate EMIS records.

Table 2-26 shows the per pupil operational expenditures, facilities acquisition and
construction, and debt service for all governmental funds, as well as the percentage of these
categories to total governmental fund expenditures. SLSD’s operational expenditure
percentage of 45.3 percent is approximately one third of the peer average of 69.2 percent.
SL.SD has ahigh percentage of expenditures related to facilities acquisition and construction
due to the construction of a new K-8 facility (52.6 percent). The District has the second
lowest debt service expenditure percentage of the peer districts. It should be noted that the
facilities acquisition and construction expenditures are funded through a separate bond levy
approved by the community and are dedicated to the construction of the District’s new
kindergarten through grade eight building.

Table 2-26: Total Governmental Fund Expenditures By Function

USAS Function Classification $ Per % of $ Per % of $ Per % of $ Per % of $ Per % of

Southern Bridgeport Eastern Green Peer Average

Pupil Exp Pupil Exp Pupil Exp Pupil Exp Pupil Exp

Total Governmenta Funds
Operational Expenditures $4,741 45.3% $5,027 71.5% $4,589 59.9% $5798 100% $5,039 69.2%

Facilities Acquisition &
Construction Expenditures $5,515 52.6% $1,643 23.4% $2,896 37.8% $0 0.0% $2,513 28.5%

Debt Service Expenditures $219 2.1% $361 5.1% $174 2.3% $0 0.0% $189 2.4%

Total Governmenta Funds
Operational Expenditures $10,475 100% $7,031 100% $7,659 100% $5798 100% $7,741 100%

Source: FY 1999 4502 reports
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Thetreasurer’ s office does not adequately use the technology availablethrough the District’s
DataAcquisition Site (DAS). The treasurer prepares a substantial portion of the budget and
forecast manually and the assistant treasurer then enters the data on her computer. Although
the DAS financial package contains several useful functions to track expenditures, develop
budget documents, determine historical data, track fixed assets and prepare management
reports, the treasurer’s office is not using these functions. The manua computation of
important financial information leavesthe treasurer and his assistant susceptibleto recording
and reporting errors.

The treasurer’s office should begin to fully use the technology available to the District
through the DAS. By using al aspects of the financia reporting software, the treasurer’s
office will be able to develop more accurate forecast and budget documents, and provide
administrators and Board members with more timely financia information.

SLSD maintains a payroll clearing checking account which does not reconcile to zero at
month end. As of June 30, 1999, the District’s records reflected $77.95 less than the bank.
In addition, the account had accrued surcharges totaling $184.96.

The Didtrict should investigate al variances remaining after the monthly reconciliation is
performed and make appropriate corrections. Also, the District should investigate the
surcharges on the account and determine if options exist to eliminate the surcharges.

Intheaudit report for FY 1998-99, instances of non-compliance with the Ohio Revised Code
and generally accepted accounting principles (GAAP) were disclosed. The Auditor of State
issued a qualified opinion on SLSD’s financia statement. Specifically, the District did not
prepareitsfinancial statement according to generally accepted accounting principles(GAAP)
and failed to present aH.B. 412 note in the financial statement.

The treasurer should ensure that all District financial statements are prepared according to
generally accepted accounting principlesand contain the appropriate notesasrequired by law.
H.B. 412 expenditures and set asides should be presented in amanner to convey an accurate
estimate of the District’s financial reserves and required set asides. Failure to accurately
present such information impacts the veracity of the District’s annual financia statements.
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Conclusion Statement

Thehistorical pattern of operating expenditures exceeding operating revenues hasled to the District
incurring significant operating deficits. These deficits have depleted the General Fund balance and
forced the District to borrow against future year’ srevenuesto balance current year operations. Once
adistrict enters this cycle, it becomes difficult to achieve financial solvency without the infusion of
additional revenue or drastic reductionsin operating costs. Financia projectionsindicate that SLSD
is likely to continue encountering financia difficulties without significant changes in District
operations.

Although SLSD appears to have received more than adequate levels of local revenue through
residentia property and the American Electric Power hydro-electrical plant, inflated certificated and
classified salaries depleted District reserves prior to 1994. Decreasing revenues, caused by
depreciation and deregulation, will continue to inhibit SLSD’s ability to meet the salary and fringe
benefits outlay, which account for approximately 81 percent of General Fund expenditures. Despite
impending financial trouble, recent step increases maintain salaries at levels well above those of the
peer and neighboring districts. The District a so hired additional employeesin FY s1998-99 and 1999-
00, despite low growth in revenues and high growth in expenditures. In the future, the District will
need to seek alternatives to hiring additional FTEs.

In its attempt to regain financial stability, SLSD must improve financial planning and budgeting
processes. The current level of financia planning has not alowed the Board or management to
adequately assess the current financial condition of the District. Planned staff additions or other
increases in expenditures need to be evaluated against the District’s financial condition. A well
developed and accurate financial forecast would provide managers with the means to make such a
determination. Theabsence of an annual budget compromisesthe District’ sability to restrict District
expendituresand maintain alevel of financial responsibility. The District must develop budgetswithin
its available resources in the future. The budget should then be used as the District’ s spending plan
to control expenditures and help ensure goalsand objectivesare met. No deviationsfrom the adopted
budget should occur without prior consent of the Board.

In general, the present financial condition of SLSD does not appear to be dueto alack of available
resources, rather the manner in which avail able resources have been managed. The District needsto
take immediate action to control and, where possible, reduce operating expenditures of the District.
Developing and maintaining a balanced budget will require that important management decisions be
made to ensure available resources are allocated and accounted for in a manner which supports
educationa goals and established objectives. The District and the Commission are encouraged to
eval uate the recommendations contai ned within this performance audit, aswell as other cost savings
possibilities, as they formulate a financia recovery plan for the District.
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Human Resour ces

Background

Organizational Chart
The Southern Local School District (SLSD 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

School Board

ﬁ‘ﬁ

Superintendent Treasurer

Administrative Assistant
Assistant Treasurer

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 and participating in
new employee orientation. The superintendent performs the majority of the human resources
functions. The county educational service center (ESC) recruits and performs crimina background
checkson substitutes. The treasurer and assistant treasurer share responsibilitiesfor processing and
distributing benefit information. The administrative assistant is responsible for recruiting,
interviewing and recommending potential candidates for the District's Federal and State specia
education and grant programs.
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Summary of Operations

All SLSD employees are categorized as either certificated or classified staff. Certificated staff
includesthe principals, teachers, counselors, nurses, librarians, and certain supervisors and directors.
Classified staff includes instructional assistants, custodians, maintenance personnel, bus drivers,
mechanics, food service workers, secretaries, and certain supervisors and classified administrators.

In general, the primary human resources functions for both certificated personnel and classified staff
are carried out by the superintendent. The superintendent is responsible for recruiting, interviewing
and recommending the most qualified potentia candidates to the board for fina approval. The
superintendent also coordinates both the certificated and classified personnel evaluation processand
negotiates and administersthe classified collective bargaining agreement. The superintendent spends
approximately 60 percent of the work day on human resources related duties.

The administrative assistant, in conjunction with the appropriate principal, coordinates and conducts
evaluationsof the certificated personnel inthe District’ sspecial education and grant programs. Upon
reviewing and approving the administrative assistant’s recommendations, the superintendent is
responsible for recommending the most qualified candidates to the board for final approval.

The superintendent’ s secretary also acts as the high school secretary and maintains classified and
certificated employee information within the District’'s employee database. Currently, benefits
administration for all employees (administrators, certificated, classified) is handled by the treasurer.
In addition, the treasurer isal so responsible for workers compensation aswell asvarious other duties
assigned by the board.

Performance Measures:

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

1 Clearly defined roles, responsibilities, account abilities 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 instructiona personnel to District
educational support personnel

Appropriateness of staff levels and mix

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

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

Appropriate use of substitute personnel

Assessment of W2 wages in correlation to salary schedules

Utilization of paid leaves

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

Saffing/Compensation Analysis:

F3.1

Pyl
w
[ —

F3.2

The State Board of Education developed and implemented the Education Management
Information System (EMIS) to assist school districts in effectively and efficiently managing
student and personnel demographics. All schools are required to provide specific student,
staff and financial data to the Ohio Department of Education for processing. During our
analysis of the District’s staffing levels, numerous errors were identified in the staffing data
entered into EMIS. SLSD does not verify staff demographic information entered into EMIS
on aregular basis which results in inaccurate data.

Because SL SD receives funding based upon EMI S information provided by the District and
because EMIS information is provided to the public and is used to make assessments about
the effectiveness of SLSD as a whole, the District should routinely review EMIS staff
demographic information to determine accuracy and compl eteness.

Table 3-1 presents the staffing levels of FTES per 100 students enrolled for SLSD and the
peer districtsand indicates SLSD’ s staffing levels are comparabl e to the peer district staffing
levels.
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Table 3-1. Peer District Staffing Patterns (FTE Staff per 100 Students Enrolled)

Peer District
Category Southern® Bridgeport Eastern Green Average

ADM 817 874 847 756 824
Administrators. Sub-total 0.5 0.5 0.6 0.5 0.6
Central 0.3 0.2 0.2 0.2 0.2
Site Based 0.2 0.3 0.3 0.3 0.3
Other 0.0 0.0 0.1 0.0 0.1
Professional Education: Sub-total 6.7 6.9 6.6 6.8 6.7
Counsdlors 0.1 0.2 0.1 0.3 0.2
Librarian - Media 0.1 0.0 0.1 0.1 0.1
Remedial Specidists 0.0 0.5 0.0 0.7 0.3
Teachers - Elem and Sec 6.5 6.2 6.3 5.7 6.1
Others 0.0 0.0 0.1 0.0 0.0
Professional - Other 0.2 0.1 0.1 0.1 0.1
Technica 0.0 0.0 0.0 0.0 0.0
Office/Clerica: Sub-total 1.0 14 0.9 1.0 11
Clerica 0.6 0.7 0.8 0.5 0.7
Teaching Aides 0.4 0.6 0.1 0.3 0.3
Library/Media Aides 0.0 0.0 0.0 0.1 0.0
Others 0.0 0.1 0.0 0.1 0.1
CraftyTrades 0.4 0.2 0.2 0.4 0.3
Transportation 12 0.8 13 12 11
Custodial 0.7 0.9 0.6 0.7 0.7
Food Service 0.8 0.7 0.8 0.8 0.8
Total 115 115 111 115 114

Source: FY 1998-99 EMIS profile
! Based on corrected EMIS data

F3.3 Table 3-2 presents an eight-year summary of enrollment and staffing levels for SLSD.

Although staffing levels have fluctuated over the past eight years, the table indicates current
staffing levels are similar to staffing levels eight years ago. To explain the fluctuations in
staffing levels during the eight-year period, the superintendent indicated that in an effort to
adjust staffing for adeclining enrollment and thefinancial difficulties, the Districtimplemented
areduction-in-force during FY 1993-94 and FY 1995-96 which resulted in a net savings of
approximately 8.5 positions. However, in the past three years, the District’s staffing levels
have increased. In FY 1998-99, SL.SD increased the number of hours worked per day for
secretaries from four hours to seven hours per day. The hours were increased because the
teaching principals (the District does not have a full-time principa at the elementary and
middle schools, rather the District provides a supplemental contract to one teacher at each
building to perform duties of a principal) needed more secretarial assistance. Changing the
secretarial statusfrom part-timetofull-timeresulted inanincreaseof 2.5 FTEs. Additionally,
the District hired three teachers; one kindergarten teacher to comply with H.B. 650 which
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requires the District to implement all-day kindergarten; one elementary physical education
teacher and one Title 6 teacher who is paid through Title 6 funds.

Table 3-2: FTE Staffing Summary - Eight Year History

Fall Certificated Classified Total Per centage
Enrollment Administrators Staff Staff Staff Change
FY 1992-93 922 4.0 56.0 37.0 97.0 N/A
FY 1993-94 919 5.0 55.0 34.0 94.0 (3.1%)
FY 1994-95 880 5.0 55.1 34.4 94.5 (0.5%)
FY 1995-96 874 5.0 53.2 30.3 88.5 (6.3%)
FY 1996-97 864 5.0 52.3 30.4 87.7 (0.9%)
FY 1997-98 800 5.0 53.3 315 89.8 2.4%
FY 1998-99 786 5.0 56.3 34.0 95.3 6.1%
FY 1999-00 785 5.0 56.5 34.0 95.5 0.2%

Sour ce: EMIS Staff Profilesfor FY 1994-95 thru FY 1998-99. Enrollment figures devel oped from EMIS five-year vital statistics
summary, simulated FY 1999-00 enrolment report.
! Based on corrected EMIS data

F3.4 SLSD isin the process of constructing a new building which will consolidate the three
elementary buildings and one middle school into one K-8 building (see the facilities section
for further information). District officials have indicated that they do not anticipate reducing
current staffing level s once the new building opensin FY 2001-02. The current staffing level
for classified employeesis 34.0 FTEs.

AsTable 3-2 indicates, in FY 1996-97, the District was able to educate 864 students with
atotal of 30.4 classified FTEs. The Ohio Department of Education anticipates enrollment to
decline and has projected total enrollment for FY 2001-02 at approximately 737 students,
which represents a decrease of 127 students or 15 percent from FY 1996-97 levels. The
consolidation of four buildings should alow for some economies of scale in Digtrict
operations. The economies of scale, coupled with declining enrollment, should enable the
District to operate in FY 2001-02 at the same classified staffing level it had in FY 1996-97.
Therefore, it isreasonable to expect SLSD could potentially operate with 3.6 fewer FTESIn
classified positions.

A
N

The District should complete acomprehensive staffing analysisto determine which classified
positions may be reduced dueto the consolidation of four buildings and declining enrollment.
The following represents areas within the classified staffing where potential reductions may
be achieved.
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Currently, there is one secretary for 223 high school students. Assuming a projected
K-8 enrollment of 526 for FY 2001-02 and using the same student to secretary ratio
as the high school, SLSD will only require 2.5 FTE secretarial positions in the new
building. Therefore, there is a potential reduction of 2.5 secretarial FTEs once the
new building opens.

Currently, there is one food service cook in each building. Consolidating four
buildings and utilizing a central kitchen for K-8 students should alow the District to
increase productivity levels and achieve a higher meals per labor hour for the cooks.
Therefore, there is a potential reduction of 1.0 FTE in food service staffing levels
once the new building opens.

Financial Implication: Assuming an average secretarial salary of $12,752 and an average
food service salary of $13,012 and benefits of 30 percent, areduction of 2.5 secretarial FTES
and one food service FTE would result in an annual savings of approximately $58,360.

F3.5 The Digtrict’s total FTES were divided into five classifications of personnel as defined in
Table 3-3. These classifications are used for further assessmentsin F3.6 and F3.7.

Table 3-3: Personnel Classifications and Positions Descriptions

Classification Position Descriptions

Administrative Employees Superintendent, Admin Asst, Principal, Sup/Mgr/Dir, Treasurer,

Coordinators, Curriculum Specialists

Teachers Regular Teachers, Special Education Teachers, Vocational Teacher,
Educational Service Personnel (ESP) Teachers, Remedial Specialists

Pupil Services Employees Counselors, 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

F3.6 Table 3-4 illustrates the ratio of personnel classifications to the District’s total number of
FTEs and the percentage of total employees in each classification for each of the peer
districts. Incomparisonto the peer districts, SL SD and Eastern L ocal havethe second lowest
percentage of FTEs categorized as teachers.
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Table 3-4: Breakdown of Total FTE Employees and Per centage of Total Employees Classification

Classification Southern® Bridgeport Eastern Green A\I/D(;ere;ge

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

Emp. Employees Emp. Employees Emp. Employees Emp. Employees | Employees
Administrative 5.0 5.2% 4.0 4.0% 5.0 5.3% 4.0 4.6% 4.8%
Teachers 53.3 55.9% 58.0 58.0% 53.0 55.9% 48.0 55.7% 56.4%
Pupil Services 3.0 3.2% 3.0 3.0% 4.0 4.2% 4.0 4.6% 3.7%
Support Services 25.0 26.2% 23.0 23.0% 24.8 26.2% 23.0 26.7% 25.5%
Other Classified 9.0 9.5% 12.0 12.0% 8.0 8.4% 7.2 8.4% 9.6%
Total 95.3 100.0% 100.0 100.0% 94.8 100.0% 86.2 100.0% 100.0%

Sour ce: FY 1998-99 EMIS Staff Profile
! Based on corrected EMIS data

F3.7 Table 3-5 presents employees categorized by instructional personnel as compared to
educationa support personnel. Included in the instructiona personnel classfication are
Educational support personnel consist of

teachers and pupil services employees.
administrative, support services and other classified positions.

Table 3-5: Ratio of Direct Instructional Personnd to District Educational Support Personnel

Peer
Classification Southern® Bridgeport Eastern Green 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 56.3 59.1% 61.0 61.0% 57.0 60.1% 52.0 60.3% 60.1%
Instructional
Per sonnel
District 39.0 40.9% 39.0 39.0% 37.8 39.9% 34.2 39.7% 39.9%
Educational
Support
Per sonnel
Total 95.3 100.0% 100.0 100.0% 94.8 100.0% 86.2 100.0% 100.0%

! Based on corrected EMIS data

Asillustrated in Table 3-5, 56.3 or 59.1 percent of SLSD’s total FTES make up the direct
instructional personnel. When compared to the peer districts, SLSD’s ratio of direct
instructional personnel to educational support personnel isinlinewith the peer district ratios.
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F3.8 Table3-6illustratesatraditional teacher’ sactual day asdefined by the average minutesbeing
taught and other variablesasdefined below. The contract with the Southern Local Education
Association (SLEA) stipulates the length of the teacher workday and provides secondary

teachers with one planning period per day and a 30-minute, duty-free lunch.

Table 3-6. Analysisof Teachers Work Day FY 1998-99

Description of Activity

Average
Middle School

Average
High School

Length of Teachers Day From
Contract Defined Reporting and Ending
Times

420 minutes or
7 hours

430 minutes or
7 hours/10 minutes

Number of Full Periodsin Day

9 periods including lunch/
Average of 42.5 minutes

9 periods including lunch/
Average of 42 minutes

Breakdown by Minute and/or Period:

Time prior to start of classes 0 minutes 20 minutes

Home room 25 minutes 8 minutes

Planning/preparation 42.5 minutes or 1 period 42 minutes or 1 period

Instructional Minutes 6 periods or approximately 6 periods or approximately
250 minutes 256 minutes

Study hall 42.5 minutes or 1 period 42 minutes or 1 period

Duty-free lunch 40 minutes 32 minutes

Hall passing 20 minutes 25 minutes

Total Actual Average Minutes 420 minutes 425 minutes

Balance of Periods not Accounted for 0 periods 0 periods

Average Length of Student Day

6 hours and 55 minutes
or 415 minutes

6 hours and 45 minutes
or 405 minutes

Source: SLEA contract, bell schedules and master teaching schedules

Table 3-6 indicatesthat middle school and high school teachersarefulfilling their contractual
obligations in terms of the teacher workday. Table 3-6 also indicates that out of a nine
period day, both middle school and high school teachers teach six periods per day, have one
duty period, receive one planning period and one duty-free lunch period. Thisis evidenced
by Table 3-7 which indicates that 100 percent of middle school teachers and approximately

70 percent of high school teachers currently teach six or more periods per day.
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Table 3-7: Teachersper Instructional Minutes- FY 1998-99

Middle School Teachers High School Teachers
Teaching Number of Number Total Teaching Number of Number Total
Minutes Periods per of Minutes Minutes Periods of Minutes
Per Day Day Teachers Taught Per Day per Day Teachers | Taught
255 6 6 1,530 210 5 3 630
n/a n/a n/a n/a 252 6 4 1,008
n/a n/a n/a n/a 294 7 3 882
Totals n/a 6 1,530 | Totals n/a 10 2,520

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

F3.9 Table 3-8 presents a review of the high schools' FY 1999-00 master teaching schedule,
excluding special education and vocational education classes, which revealed 39 periodswith
15 or less pupils. Examples of classes with 15 or less pupils include Spanish |1, Geometry,
Biology I1, English 11, Algebral and Advanced math, Spanish 11 and Spanish |11, American
history and Science. Further analysisindicatesthat the District has five high school teachers
who teach various English and Math courses. Currently, the average student/teacher ratio
inthe English classesis 17.0:1 and the average student/teacher ratio for the Introduction to
Math classes is 13.8:1. Additionally, Table 3-10 indicates the District has an overal low
student/teacher ratio at the high school level of 19.3:1. It appears that with some
consolidation of classes, the District may be able to reduce one high school teaching position.

Table 3-8: 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 1 1 1 3 1 4 4 7 7 7 3

Source: Master teaching schedules

R3.3 The Didtrict should consider consolidating several of the more commonly offered classes
which would enable the Digtrict to reduce one high school teaching position. Implementing
this recommendation would increase the student/teacher ratiosin the effected classes. Some
other options the District may want to consider in the future are:

I Offering high level courses every other year

I Offering an integrated curriculum. For example an integrated math course would
incorporate several topics traditionally associated with individual courses.

Because these options may have minimal costs associated with them, the District should
determine the cost-benefit of each option prior to implementation.
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F3.10

Financial Implication: Because of the District's current financia difficulties, staffing
reductions may be needed in order to reduce operating costs. Combining several of the more
commonly offered classes could possibly reduce one high school teaching position. Assuming
an average salary of ateacher is $33,281 and benefits congtitute 30 percent of the salary, this
reduction would create an annual savings of approximately $43,200. It should be noted
however, that this financial implication does not take into consideration the educational
impact of increasing class sizes.

Minimum standards for elementary and secondary education provide for aratio of teachers
to pupilson adistrict-wide basis of at |east one full-time equivalent classroom teacher per 25
pupilsin average daily membership. A building ratio lessthan 25 to one potentially increases
the number of teaching positions.

Table 3-9: Elementary Staffing L evels

Non-Special | Non-Special Student/

Education Education Teacher
Building Enrollment Students Teachers Ratio
Elementary Totals 418 376 18 20.8:1

Sour ce: EMIS Class database

As Table 3-9 illustrates, the student/teacher ratio of traditional students to traditional
teachersintheelementary schoolsiscurrently 20.8:1. Although SL SD’ sstudent/teacher ratio
at theelementary level exceeds state minimum guidelines, Am. Sub. H.B. 650 whichwent into
effect during FY 1998-99, requireseach district with Disadvantaged Pupil Impact Aid (DPIA)
index of greater than 1.00 to use a portion of their DPIA money to implement all-day
kindergarten. A portion of the remaining DPIA money must be used to implement the “third
gradeguarantee.” Thethird grade guarantee consistsof increasing theinstructional attention
given to each pupil in kindergarten through third grade by reducing the ratio of students to
instructional personnel, extending the length of the school day, or extending the length of the
school year. H.B. 650 aso 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 all
buildings less than the district-wide average, before they can use DPIA moniesfor activities
to increase instructional attention in any other building. In FY 1998-99, the District had a
DPIA index of 1.82.

In compliance with H.B. 650, the District implemented all-day kindergarten in 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 one
kindergarten teacher and two aides.
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F3.11 Table3-10illustratesthe staffing levelsat the middle and high school buildingsfor FY 1998-
99. The student/teacher ratios represent the number of traditional students excluding 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 3-10: Middle School and High School Staffing L evels

Non-Special Student/

Education Regular Teacher

Building Enrollment Students Teachers Ratios
Middle Schools 147 129 6 2151
High School 223 193 10 19.3:1
Total Secondary 370 322 16 20.1:1

Source: EMIS class database

Traditional student to traditional teacher class size ratios in the middle and high schools
average 21.5:1 and 19.3:1 respectively. Maintaining average class sizes less than minimum
standards require more teaching positions for the same number of students. Maintaining a
19.3:1 student/teacher ratio at the high school level results in two additional high school
teaching positions. Continuing to maintain levels at the secondary level which exceed
minimum standards will cost SLSD approximately $86,530 in teachers salaries and fringe
benefits. It should be noted however, that thisestimated cost does not takeinto consideration
issues concerning areas of teacher certifications and course offerings.

F3.12 Various analyses of SLSD’s sdlary structure for certificated and classified employees are
provided infindings F3.13 through F3.20. Some of theanalysesincludedatafor MeigsLocal
School District which is one of three school districts in Meigs County (Southern Local and
Eastern Local are the other two). Meigs Loca was included in some of the analyses to
demonstrate the salaries applicableto local districtswho could possibly compete with SLSD
in the recruitment of teaching positions due to their local proximity.

In order to draw a conclusion on the data presented in the following findings, it is important
to understand the District’s history concerning salaries. Because of a hydroelectric power
plant located within the District’ sboundarieswhich has generated significant revenuesfor the
District, SLSD has historically paid both certificated and classified employees more than
Eastern Local or MeigsLocal School Districts. SL.SD hasnegotiated teacher salary schedules
which provide for significant increases based on years of experience and educational
attainment. As aresult, there islow turnover at SLSD which is supported by the average
years of experienceidentified in F3.15. Since 1992, the District has not negotiated a cost-of -
living increase to the teachers salary schedule. However, in FY 1998-99, the District
negotiated an additional salary step to the schedule which affected approximately 45 percent
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of the certificated staff. The additional step resulted in an increase of approximately 2.3
percent in teacher salaries to the District. Due to a “me too” clause (a clause which
guarantees OAPSE members the same salary increase provided to SLEA memebers) in the
OAPSE contract, classified employees received approximately a 4.6 percent salary increase
which is comprised of an increase in the salary schedule and the addition of two steps to the
salary schedule effective FY 1997-98.

F3.13 Table 3-11 comparesthe average salary of each employee classification to the peer districts
for FY 1998-99. SL.SD hasthe highest average salariesin four of the eight classifications as
indicated by the bolded numbers.

Table3-11: Average Salary by Classification
Peer District
Southern Bridgeport Eastern Green Average
# Avg # Avg # Avg # Avg # Avg
FTEs? Salary FTEs Salary FTEs Salary FTEs Salary FTEs Salary
Official/Admin. 5.0 $34,340 4.0 $43,345 5.0 $41,446 4.0 $43,862 5.0 $41,354
Prof/Education 55.3 34,148 60.0 31,682 56.0 25,962 51.0 31,465 54.8 30,814
Prof/Other 20 33,836 1.0 37,214 1.0 30,600 1.0 31,120 1.0 33,193
Office/Clerical 8.0 12,752 12.0 10,460 8.0 13,672 7.2 14,938 9.0 12,956
Crafts/Trades 3.0 19,676 2.0 25,084 2.0 21,506 3.0 21,921 25 22,047
Transportation 10.0 10,984 7.0 7,078 11.0 8,151 9.0 10,886 9.3 9,275
Custodians 55 19,679 8.0 17,253 5.0 17,651 5.0 12,978 5.6 16,890
Food Service 6.5 13,012 6.0 9,641 6.8 9,761 6.0 10,720 6.3 10,784

Source: FY 1998-99 EMIS Profile
! Based on corrected FY 1998-99 EMIS data

F3.14

Table 3-12 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 classifications defined in Table 3-3. In comparison to the
peers, SLSD has a similar percentage of total staff alocated to instruction (teachers).
However, SLSD has the second highest percentage of total salaries allocated to instruction.
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Table 3-12: Percentage of Total Employeesand EM IS Salaries by Classification

Peer

Classification Southern® Bridgeport Eastern Green 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 5.2% 6.9% 4.0% 6.8% 5.3% 9.9% 4.6% 7.9% 5.4% 7.9%
Teachers 55.9% 69.6% 58.0% 72.1% 55.9% 65.4% 55.7% 67.2% 55.9% 68.5%
Pupil Services 3.2% 4.2% 3.0% 4.4% 4.2% 5.7% 4.6% 6.8% 3.7% 5.3%
Support 26.2% 13.6% 23.0% 11.7% 26.2% 13.8% 26.7% 13.2% 25.5% 13.1%
Services
Other 9.5% 5.7% 12.0% 5.0% 8.4% 5.2% 8.4% 4.9% 9.5% 5.2%
Classified
Total 100.0% | 100.0% | 100.0% | 100.0% | 100.0% | 100.0% | 100.0% | 100.0% | 100.0% | 100.0%

! Based on corrected EMIS data

F3.15 Table 3-13 indicates that SLSD’s average teacher’s salary of $33,281 is the highest among
the peer districts. Average teachers' salary among peer districts will be affected by the cost
of doing business factor, experience and educationa attainment. Table 3-13 adjusts the
average teacher salary for the cost of doing business factor and provides information
concerning educationa attainment and total years of experience. The table indicates that
SLSD’ s teachers are the highest paid among the peers. Additionally, the table indicates that
SL SD hasthe highest average years of experience and the highest percentage of teacherswith
a Master’ s degree which correlates with the higher average teacher salary. See F3.17 for
additional detail on the District’s salary schedule history.

Table 3-13: Average Teacher Salary

Southern Bridgeport Eastern Green Meigs

Average Teaching Salary $33,281 $32,063 $26,252 $30,212 $30,161
Adjusted Salary ! $33,205 $31,595 $26,192 $29,853 $30,092
Average years of experience 18.9 16.1 13.8 144 15.1
% Non-degree 0.0% 0.0% 0.0% 0.0% 4.3%
% BachelorsDegree 25.8% 22.7% 15.1% 14.3% 17.1%
% BachelorsDegree 23.9% 26.4% 50.5% 52.4% 40.2%
+ 150 hours

% Mastersand above 50.3% 50.9% 34.4% 33.3% 38.4%

Source: FY 1997-98, 1998-99 EMIS Profiles
! Salary adjusted by the cost of doing business factor used by ODE
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F3.16 Table 3-14 compares SLSD’ steacher salary schedule to the peer districts and indicates that
the District’ sbeginning and maximum salaries prior to longevity payments are below the peer
district average for each level shown. However, SLSD’ s maximum salaries after step 14 are

higher than the peer district average for all levels shown.

Table 3-14: Teachers Salary Schedule

Peer
Southern Bridgeport Eastern Green Meigs Aver aget
Bachelors Beginning Salary $18,740 $19,817 $18,540 $21,576 $20,300 $20,058
BachelorsMaximum Salary Prior to $30,213 $32,896 $27,439 $33,235 $30,288 $30,965
L ongevity Payments
Bachelor’s+ 150 Beginning Salary $20,168 $22,354 $19,838 $22,396 $21,823 $21,603
Bachelor’s +150 Maximum Salary $32,516 $35,136 $29,849 $34,457 $32,906 $33,087
Prior to Longevity Payments
Master’ s Beginning Salary $20,923 $23,483 $20,765 $23,626 $23,345 $22,805
Master’sMaximum Salary Prior to $33,732 $40,605 $31,889 $37,090 $36,784 $36,592
L ongevity Payments
# of Stepsin Salary Schedule Prior 14 17 13 14 13 14
to Longevity Payments
# of Longevity Payments 3 payments at n/a 2 payments 2 payments 3 payments at na
the 17th, 21st atthe15th& | atthel15th & the 15th, 20th
& 25th steps 20th steps 25th steps & 25th steps
Average Increase of Longevity $1,342 n/a $834 | $300 at 15th $952 na
Payments step & $600
at 25th step

Maximum Bachelors Salary After $33,732 $32,896 $28,922 $33,135 $32,784 $31,934
L ongevity Payments
Maximum Masters Salary After $38,866 $40,605 $33,743 $37,990 $39,890 $38,057
L ongevity Payments

Sour ce: FY 1999-00 salary schedules
! Peer average does not include SLSD

F3.17 The superintendent indicated that SLSD has historically had the highest paid teachersin the
county which is supported by Table 3-15. Table 3-15 compares the average teacher salary
for the past 10 years for SLSD to the peer districts and Meigs Local School District. The
table indicates that SLSD has had the highest average teaching salary when compared to the
peer districts for the past 10 years. However, Table 3-15 also indicates that teachers at
SLSD receive an average yearly increase of 1.5 percent which isthe lowest among the peers
and correlates to the lack of negotiated salary increases at SLSD in the past several years.
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Table 3-15: Ten Year History of Average Teaching Salaries

Southern Bridgeport Eastern Green Meigs Average?

FY 1989 $28,937 $25,800 $21,965 $22,503 $23,487 $23,439
FY 1990 29,222 27,300 23,246 23,675 25,361 24,896
FY 1991 28,768 28,869 23,858 25,168 25,702 25,899
FY 1992 31,249 29,112 24,296 25,661 26,108 26,294
FY 1993 31,869 30,584 25,949 26,348 26,740 27,405
FY 1994 32,692 29,691 25,183 26,221 26,173 26,817
FY 1995 32,071 31,574 24,640 26,842 26,417 27,368
FY 1996 32,216 31,277 25,299 28,863 27,676 28,279
FY 1997 33,639 31,580 25,344 27,646 29,229 28,450
FY 1998 33,281 32,063 26,252 30,212 30,161 29,672
10-year 15.0% 24.3% 19.5% 34.3% 28.4% 26.5%
% Increase

Avg. Yearly Increase 1.5% 2.4% 2.0% 3.4% 2.8% 2.7%

Source: EMIS Vital Statistics
! Average teacher salary does not include SLSD

F3.18

A
N

Because of SLSD’sfinancia situation over the past severa years, the District and the SLEA
have not negotiated a cost-of -living increase since 1992. However, an additional step to the
sdary schedule was negotiated effective FY 1998-99 which resulted in an increase of
approximately 2.3 percent to the District. Asindicated inthefinancial section of thisreport,
the District has experienced slower growth in District revenues than in previous years while
at the same time incurring more expenses. It appears that SLSD negotiated the additional
step without adequately assessing the financial impact to the Didtrict in future years.
Additionally, it appears that because of SLSD’s history of providing higher salaries than
Meigs Loca and Eastern Local School Districts, teachers choose to work at SLSD through
retirement, causing the District to continually incur higher salaries.

Because the District negotiated the additional step to the teachers salary schedule, the
District wasrequired to provide classified employeeswith asaary increase dueto a“ metoo”
clause in the OAPSE contract. Classified employees recelved a salary increase of
approximately 4.6 percent which is comprised of an increase in the salary schedule and an
addition of two steps to the salary schedule effective FY 1998-99.

Table 3-11 indicates that SLSD has the highest average salaries among the peer districtsin
four of eight employee classifications. In addition, the District’s financial forecast projects
adeficit of approximately $678,000 for FY 1999-00 (see the financial section of this report
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for more detail). Because of the District’s current financial situation, the District and the
unions should continue to negotiate wage freezes until the District recovers from its current

financia difficulties.

F3.19 Table 3-16 indicates gross earnings paid to full-time teachers ranged between $19,754 to
$52,262 with an average W-2 sdlary of $34,225. The average W-2 salary of $34,225 is
higher than the average teacher salary of $33,281 reported in EMIS. The difference between
thetwo average salaries can be attributed to supplemental contract payments because salaries
reported to EMIS are base salaries and do not include earnings from supplemental contracts

whereas W-2 salaries include all earnings.

Table 3-16: Range of Actual Teacher Gross Earningsfor Calendar Year 1999

Salary Ranges Within Bachelors
Beginning ($18,740) and

# of Teachersper 1999

Salary Rangesin Excess of Masters

# of Teachersper

Bachelors Beginning and Masters
Maximum Salaries

M aster s Maximum ($38,886) W-2 Report Maximum ($38,886) 1999 W-2 Report
18,740-29,999 12 38,887-39,000 5
30,000-33,999 6 43,600-43,700 2
34,000-38,886 26 51,500-52,300 2

Total Number of TeachersWhose Total Number of TeachersWhose
Gross Salaries Fall Within the 44 (83.0%) Gross Salariesarein Excess of the 9 (17.0%)

Masters
Maximum Salaries

Sour ce: Treasurer’s office - 1999 W-2 report

Note: Two of the nine teachers whose gross salaries are in excess of the masters maximum salaries are head teachers who earn a supplemental amount of

$7,720.

F3.20 Table3-17 identifiesthetotal amount paid for supplemental contractsby SLSD in FY 1999-
00 and the peer districts and indicates that SLSD’ s total supplemental costs are higher than

the peer districts.

Table 3-17: Total Supplemental Payments

District Total Supplemental Contract Payments

Southern Local 2 $57,731
Bridgeport $39,834
Eastern Local $46,597
Green Local $23,187
Peer Average! $36,539

Sour ce: Treasurer’s office

1 SLSD isnot included in the peer average
2 Total supplemental contract payments do not include total of $12,600 paid for transportation supplemental contracts. See

transportation section for more detail.
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SLSD’ s total supplemental contract payment schedule is approximately 37 percent greater
than the peer district average, due primarily to the fact that SLSD’ s teacher salary schedule
ishigher than the peer average and the overall supplemental schedule is excessive compared
to the peers. The superintendent hasindicated that the supplemental schedule outlined in the
SLEA contract has remained the same through at |east the | ast two negotiated contracts and
isnot examined during the negotiating process for opportunitiesfor reductions. Table 3-18
compares supplemental contract amounts among positions commonly requiring a
supplemental contract between SL SD and the peers. 1n addition to paying the second highest
average supplemental contract amount in relation to the peers, SLSD also has the highest
number of positionsrequiring asupplemental contract among the peers. Additional positions
paid as supplemental contracts by SLSD include the computer coordinator, lunchroom
supervisor and three Title program compliance and administrator positions (which are paid
from Title 1 funds).

Table 3-18: Compar ative Supplemental Contract Amounts

Southern Bridgeport Eastern Green
Number of supplemental contract positions 41 35 32 32
Head Basketball Coach (Boys) $2,857 $3,171 $2,040 $2,537
Head Basketball Coach (Girls) $2,857 n/a $2,040 $2,537
Head Football Coach $2,857 $3,171 $2,040 $2,537
Head Baseball Coach $1,713 $2,378 $1,530 $1,269
Head Softball Coach $1,713 $2,378 $1,530 $760
Junior High Cheerleader Advisor $1,070 $1,189 $638 $507
Band Coach $2,793 n/a $1,700 n/a

(Marching band) (Band director)
Y ear book Advisor $1,100 $1,189 $808 n/a
Average $2,120 $2,246 $1,541 $1,601

Source: Teacher contracts

R3.5

Duetoitsfiscal emergency status, SL SD should negotiate the supplemental contract payment
schedule during the next round of negotiationsto be morein line with the amounts expended
by Eastern and Green Local Schools. In addition, the District should consider shifting
responsibilities of some of those positions requiring a supplemental to other areas. For
example, SLSD furnishes a supplemental contract to a computer coordinator, whereas at
Eastern Local, those responsibilities are performed by the EMIS coordinator. Also, SLSD
furnishes a supplemental contract to alunchroom supervisor, whereas at Bridgeport Local,
lunchroom duties are split between the treasurer and the superintendent. In addition, SLSD
should eliminate the supplemental contracts paid out of grant funds to administer the Title
programs, which would also align SLSD closer to the peers.
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Financial Implication: Eliminating the computer coordinator position and the lunchroom
supervisor supplemental contract would save the District $6,319 annually. Eliminating the
three Title program compliance and administrator positions would save the District an
additional $5,475.

Soecial Education

F3.21

F3.22

In general, a child is placed in the specia education program when they meet various
conditionsidentified through atesting process conducted in accordance with state and federal
regulations. Typically, studentswith severe handicaps and/or mental disordersareidentified
between the ages of 0-2 %% Studentswith less severe disabilitiesare usually identified during
the elementary years when they encounter difficultiesin learning basic skills. Once a student
isidentified ashaving ahandicap, then an Individual Education Planteamisformed consisting
of aminimum of anadministrator, aspecial educationteacher, aregular education teacher and
the parent. Thisteam meets annually in the spring and develops an individualized education
plan (IEP) identifying the goalsfor educating the child and specifying how those goalsareto
be achieved. Like regular education students, specia education students must meet the 21
unit requirement in order to graduate. However, special education students are given 22
years to achieve this and the intensity of the education each student receives will vary
depending upon the |EP.

Accordingtothedirector of special education, the District currently has 107 |EPsfor resident
students between the ages of three and 22 which must be reviewed annually. However, under
certain circumstances, SLSD is responsible for developing and maintaining a student’s |IEP
but another district is responsible for educating the student. Examples of when this occurs
include when the |EP dictates that a student attend school in another district, a student
receives home schooling or various other scenarios. As a result of these scenarios, the
Digtrict is currently educating 99 of 107 students for which SLSD maintains |EPs.

Using FY 1997-98 profiles, Table 3-19 compares SL SD to other districts within the county
as well as the peers in terms of the ratio of handicapped students it is educating to FTEs
devoted to specia education.
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Table 3-19: Comparison of Special Education Students per Special Education FTE

FTEs # of Special

Total Dedicated Education
ADM Handicapped - Per cent to Special Studentsper FTE

District 1997-98 1997-98 EMIS Handicapped Education

Southern LSD 792 109 13.7% 8.0 13.6
Bridgeport EVSD 828 158 19.1% 9.0 17.6
Eastern LSD 800 118 14.8% 6.0 19.7
Green LSD 760 100 13.1% 6.0 16.6
Meigs County Average' 1,586 248 15.4% 15.5 16.0
Peer Average' 796 125 15.7% 7.0 17.9

Sour ce:

Ohio Department of Education

! Average does not include Southern Local School District.

F3.23

Asillustrated in Table3-19, SL SD maintainsahandicapped student to special education FTE
ratio of 13.6 which islower than the county average and the peer district average.

The Ohio Department of Education (ODE) has published a comprehensive manua
summarizing rules and regulations districts must comply with when educating handicapped
children. Included within this manual are required student/teacher ratios which vary by
handicap. However, adistrict is alowed to deviate from the required ratios provided the
district meets severa requirements developed by ODE. In order to prove compliance with
the requirements, a district must develop a district wide special education plan that details
how the district has addressed each requirement. One element of the plan that must be
addressed is student services. The district must describe how special education services will
be provided across the district including all variationsto classsize. SLSD has developed a
plan which indicatesthe District will adhereto the student/teacher ratiosoutlined in the ODE
manual .

Table 3-20 presents SLSD’s current special education student/teacher ratios for specific
disability and handicap classifications and compares them to the required ODE ratios. As
Table 3-20 illustrates, for al disability classifications, SLSD is maintaining student/teacher
ratios which fall within the range of ODE’ s recommended practices.
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Table 3-20: Special Education Student/Teacher Ratios vs. ODE Standards

Special
Education
Student Average
Enrollment as # of Special Education ODE Recommended
Student Classification of 1/13/00 Teachers Student/Teacher Ratio Student/Teacher Ratios
Learning Disability (Elementary 26 2 13 students served per One teacher shall serve 8to 16
& M.S) teacher students. Maximum of 12 students per
teacher, per instructional period.
Learning Disability (H.S) 11 1 11 students served per One teacher shall serve 12 to 24
teacher students. Maximum of 12 students per
teacher, per instructional period.
Developmental Handicapped 44 4 11 students per teacher One teacher shall serve 8to 16
(Elementary & M.S)) students. Maximum of 12 students per
teacher, per instructional period.
Developmental Handicapped 18 1 18 students per teacher One teacher shall serve 12 to 24
H.S) students. Maximum of 16 students per
teacher, per instructional period.

Sour ce: Special education coordinator

In addition to Table 3-20, the District is currently developing eight new IEPs at the
elementary level which will be completed in early 2000. These additional special education
students will further increase the District’ s student/teacher ratios at the elementary level. On
January 25, 2000, the Financial Planning and Supervision Commission approved the hiring
of one additional special education teacher. Because one teacher retired during the current
school year and will not be replaced, the hiring of an additional special education teacher will
not require an increase in the District’s FY 1999-00 budget.
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Substitutes

F3.24 Table 3-21 compares SLSD and the peer districts’ substitute costs and procedures. This
information is utilized in numerous findings to assess substitute costs.

Table 3-21: Comparison of Substitute Costs

Southern Bridgeport Eastern Green
Auto/Manual Manual Manual Manual Manual
Substitute
Placement
Daily Cost of $60.00/day 0-60 days: $50.00/day $60.00/day $52.08/day
Teacher Substitutes
Hourly Cost of Bus $30.00/day $5.75/hr $8.98/hr $33.80/day
Drivers
Hourly Cost of $5.15/hr $5.75/hr $7.04/hr $5.72/hr
Clerical
Hourly Cost of $5.15/hr $5.75/hr $7.47/hr $5.72/hr
Custodial/
Maintenance
Hourly Cost of $5.15/hr $5.75/hr $7.3V/hr $5.72/hr
Food Service

F3.25 Table3-22 showsthe substitute payments made by SL SD and the peer districtsfor FY 1998-
99. Asiillustrated, teaching substitutes constituted approximately 56 percent of the total
substitute costs for the year which was the highest among the peers.

Table 3-22: Substitute Paymentsfor FY 1998-99

Classification Southern Bridgeport Eastern Green Peer District
Average
Amount % of Amount % of Amount % of Amount % of Amount % of
Paid Total Paid Total Paid Total Paid Total Paid Total
Teachers $31,500 55.6% | $19,658 47.0% | $23,295 35.0% | $36,774 45.0% | $27,807 46.0%
Clerical $1,534 2.7% $394 1.0% $5,984 9.0% $1,116 1.3% $2,257 3.5%
Custodians $8,956 15.8% $0.0 0.0% | $12,088 18.0% | $22,315 28.0% | $14,453 21.0%
BusDrivers $11,535 20.4% | $18,336 43.0% | $18,274 27.0% | $15,105 18.7% | $15,812 27.3%
Food Service $3,119 5.5% $3,932 9.0% $7,461 11.0% $5,802 7.0% $5,078 8.1%
Total $56,644 | 100.0% $42,320 | 100.0% $67,102 | 100.0% $81,112 | 100.0% $61.795 n/at
Source: Treasurer’s Office
! Not applicable
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Certificated Substitutes:

F3.26 Teaching positions which require substitutes can be filled by casual/short-term or long-term
substitutes. Casual/short-term substitutes are defined as substituteswho work in the District
in the same position or varying positions and are paid $60 per day. Substitutes working in
the same position for 61 or more days are considered long-term substitutes and receive the
bachelors minimum salary. The District does not currently have any long-term substitutes.

F3.27 Table3-23illustratesthe average number of sick, personal, professional and other leave days
taken per teacher during FY 1998-99 for each of the peer districts.

Table 3-23: Teacher Average Number of L eave Days Taken per Peer District

Southern Bridgeport Eastern Green

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

Taken Teacher Taken Teacher Taken Teacher Taken Teacher Average
Sick leave 408.0 7.0 244.0 4.0 319.8 5.7 430.0 8.8 6.4
Personal leave 101.5 1.8 118.0 19 141.8 25 85.5 17 20
Professional 1775 31 79.0 13 196.0 35 64.0 13 23
leave
Other leave 4.0 0.1 255 0.4 3.0 0.1 7.0 0.1 0.2
Total all leave 691.0 12.0 466.5 7.6 660.6 11.8 586.5 11.9 10.9
# of eligible 58.0 61.0 56.0 49.0

teachers
Sour ce: Treasurer’s office

SLSD’s teachers averaged 7.0 sick days per teacher in FY 1998-99, which is the second
highest of the peer districts. Data provided by the Bureau of Labor Statistics indicates that
full-time governmental workers averaged 4.5 sick days per person in 1998 which is
sgnificantly lower than the peer average of 6.4 and SLSD’ s teachers average of 7.0. Table
3-23 also indicates that the average teacher requires a substitute approximately 12 days a
year. Thisisthe highest among the peers and is burdensome to the District in that it must
bear additional costs to provide substitute teachers. Excessive leave not only creates
interruptionsin the flow of teachers' curriculum, but may also have an impact on the quality
of education provided to students. In FY 1998-99, SL.SD utilized 58 teachers who were
contracted to teach 173 days (178 instructional days less 5 calamity days) for a total of
10,034 school days requiring a teacher. Assuming 12 days of leave per teacher,
approximately seven percent of the total teaching days were taught by substitutes.
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R3.6

SL SD spent $31,500 on substituteteacher paymentsduring FY 1998-99. Contributingtothis
expense were sick days utilized by teachers. If SLSD would reduce the number of sick leave
daystaken per teacher, it would eliminate additional administrative time, enhance the quality
of education by minimizing the interruptions in the flow of teachers' curriculums and would
reduce the overall substitute costs incurred as shown in Table 3-24.

Table 3-24: Annual Savings Calculated for Reduction in Usage of Teacher’s Sick L eave

Annual Savings

Employee Classification

Sick leave reduced
by 1 day

Sick leave reduced
by 2 days

Sick leave reduced
by 3 days

Teachers

$3,480

$6,960

$10,440

F3.28

Financial Implication: Reducing the number of sick days taken by each teacher by one day
would save SLSD approximately $3,480 annually in substitute costs. Reducing the number
of sick days taken by each teacher by two days would save approximately $6,960 annually.
Reducing the number of sick days taken by three days would bring SLSD in line with the
average taken by full-time governmental workers of 4.5 days and would save SLSD
approximately $10,440 annually in substitute costs.

Table 3-25 illustrates that three of the peer districts pay teachers for coverage when a
standard substitute is not available.

Table 3-25: Rates Paid for Teachersto Fill in for Substitutes

Southern Local

Bridgeport

Eastern Local

Green Local

District does not provide
teachers with additional
pay for covering a class
when a substitute cannot
be placed.

$10.00 per period $8.00 per period $10.00 per period

Sour ce: Treasurer’s office

TheDistrict usesthe Athens-Meigs county ESC to get their substituteteachers. All substitute
teachers applying directly to the District are sent first to the county ESC. The District does
not hiresubstituteteachersdirectly. TheDistrictindicated that certificated substituteteachers
are difficult to locate and teachers were often asked to cover classes at the additional rate of
$10.00 per period. The superintendent indicated that these difficulties were the result of a
combination of low substitute pay in comparison to other districts within the county and in
West Virginia, the reluctance of substitute teachersto travel to SLSD and strictly using the
county-wide listing of substitutes maintained at the ESC.
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R3.7

SLSD should consider implementing additional strategies to increase the substitute pool.
Additional strategies the District should consider include the following:

Mailing letters to student teachers

Placing flyersin university placement offices

Recruiting recent graduates to serve as substitutes

Offering guaranteed daily substitute teaching for the school year
Developing a substitute teachers handbook

Classified Qubstitutes

F3.29

F3.30

Classified positions which require substitutes are only filled by casual/short-term substitutes.
Substitutes are paid a hourly rate based upon the classification of employees as shown in
Table 3-21. Substitutes remain at the same hourly rate regardless of the number of days
spent in the same position. Benefits are not provided to classified casual/short-term
substitutes.

Table 3-26 illustrates the number of days of leave used by SLSD’s classified staff for FY
1998-99 which could have required either a substitute or another staff member to cover for
the vacancy.

Table 3-26: Classified Personnel Days Taken FY 1998-99

# # #
Sick Per sonal # # # Total Employees Average#
Days Days Professional Vacation Other Days per Days Taken
Classification Taken Taken Days Taken Leave Days Taken Class per Employee

Clerical/Office 106.3 9.5 0.0 51.0 2.0 168.8 11 15.3
Custodian/Maintenance* 180.0 13.0 0.0 121.5 4.0 3185 7 455
Food Service 58.0 6.0 0.0 0.0 0.0 64.0 6 10.7
Transportation 56.5 24.0 0.0 135 4.0 98.0 11 8.9
Totals 400.8 52.5 0.0 186.0 10.0 649.3 35 18.6

Sour ce: Treasurer’s office

F3.31

Table 3-27 illustrates that SLSD’ s classified employees took an average of approximately
12.5 days of sick leave. Custodial/maintenance personnel utilized 25.7 days of sick leave,
transportation personnel utilized 5.1 days of sick leave, clerical/office personnel and food
service personnel averaged 9.6 days of sick leave in FY 1998-99. Excluding the 117 sick
days taken by one custodian, custodian/maintenance employees average 10.5 sick days and
all classified employees used an average of approximately 8.3 sick days per employee.
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Table 3-27: Average Days L eave Taken FY 1998-99 - Classified Per sonnel

Average Average Average Average Average

# Sick Days # Personal # Professional # Vacation # Other
Classification Taken Days Taken Days Taken Days Taken ! Days Taken
Clerical/Office 9.6 0.9 0.0 4.6 0.2
Custodian/Maintenance 2 25.7 19 0.0 174 0.6
Food Service 9.6 1.0 0.0 0.0 0.0
Transportation 51 2.2 0.0 12 0.4
Average Leavefor all 125 15 0.0 8.0 0.3
Classifications

Sour ce: Staff attendance reports
! Calculated based on digible employees

2 The large amount of sick days taken can be attributed to one custodial employee who was absent for 117 days. The remaining six employees averaged
10.5 days of sick leave per person, which is gtill the highest among the peers.

F3.32 Table3-28 comparesthe average number of sick daystaken by SL SD’sclassified staff to the
peer districts for FY 1998-99.

Table 3-28: Average Number of Sick Days Taken FY 1998-99

Southern Bridgeport Eastern Green

# Sick Avg. # Sick Avg. # Sick Avg. # Sick Avg.

Days Per Days Per Days Per Days Per Peer District

Taken Empl. Taken Empl. Taken Empl. Taken Empl. Average
Clerical/Office 106.3 9.7 17.8 22 128.8 32.2 75.5 12.5 82.1
Custodian/M aintenance 180.0 25.7 26.5 29 60.8 10.1 59.0 84 815
Food Service 58.0 9.7 88.0 9.8 56.0 8.0 40.8 6.8 60.7
Transportation 56.5 51 20 0.3 147.8 12.3 221.0 22.1 106.8
Aides 0.0 0.0 0.0 0.0 3.8 3.8 0.0 0.0 3.8
Other (Miscellaneous) 0.0 0.0 38.0 54 45.0 11.3 85.3 28.4 42.1
Totals 400.8 12.5 172.3 4.2 4422 13.0 481.6 17.0 63.0

Sour ce: Treasurer’s office

F3.33 Table3-28illustratesthat on average, SL SD’ sclassified employeestook approximately 12.5
days of sick leave. Two classifications (clerical/office and food service) averaged an excess
of approximately nine days sick leave during FY 1998-99 with custodian/maintenance
employees averaging the most at 26 days per person. According to the treasurer, one
employee was absent due to illness for 117 days, requiring $7,210 to be paid in substitute
costs. Excluding the 117 days, the custodian/maintenance classification averaged 10.5 sick
days per employee.

Human Resources 3-26



Southern Local School District

Performance Audit

pu)
oo

Dataprovided by the Bureau of L abor Statisticsindicatesthat full-timegovernmenta workers
averaged 4.5 sick days per person in 1998 which is significantly lower than the peer average
and SLSD’s classified staff average of 12.5 days. However, excluding the custodial
employee' s117 sick daysfrom the overall sick leave average among employeeswould lessen
theclassified sick leave averagefrom 12.5t0 8.3 daysper person. 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 leave limitsthe Districts’ 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.

SL SD spent approximately $25,144 on classified empl oyee substitute payments. Contributing
to this expense were sick days utilized by these employees. The classified employee
population averaged 12.5 sick days per personin FY 1998-99 (due primarily to one custodial
employee) which is significantly higher than the average taken by full-time governmental
workers as reported by the Bureau of Labor Statistics. If SLSD would reduce the amount
of sick leave taken, it would eliminate additiona administrative time, enhance the quality of
education by eiminating interruptions in the flow of work and reduce the overall substitute
and overtime cost incurred as shown in Table 3-29.

Table 3-29 Annual Savings Calculated from Reductionsin Classified Sick L eave Usage

Annual Savings

Employee

Classification

Sick leave
reduced by 2 days

Sick leave
reduced by 3 days

Sick leave
reduced by 4 days

Clerical/Office $906 $1,357 $1,813
Custodian/M aintenance $577 $865 $1,154
Food Service $494 $742 $989
Transportation $660 $990 $1,320
Totals $2,637 $3,954 $5,276

Financial Implication: Reducing the number of sick days taken by each employee by two
days would save SLSD approximately $2,637 annually. Reducing the number of sick days
taken by each employee by three days would increase the savings to approximately $3,954
annually. Furthermore, reducing the number of sick days taken by four days would bring
SLSD more in line with the full-time governmental worker average of 4.5 and would result
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in an annual savings of approximately $5,276 in substitute costs.

Because of the excessive amount of sick leave taken per employee (between 5.1 and 25.7
days) and the costs associated with obtaining substitutes to cover absences, SLSD 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 each time taken off.

Require a certified statement from the employee's physician if the employee is off
three or more consecutive days.

Require sick leave taken to beincluded as acomponent of the employee’ sevauation.

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 complete initial
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 benefits for SLSD is handled by the treasurer. The treasurer is
responsible for distributing and explaining benefit packets to new employees, processing
enrollment changes, reconciling carrier coverage records and ensuring payroll deductionsare
processed properly. In addition, the treasurer is also responsible for the administration of
health, dental and life insurance claims aswell as processing workers' compensation claims.

The Digtrict has had three medical insurance providers within the last three fiscal years. The
District was insured by Anthem insurance in FY 1996-97. Because of the large number of
claims experienced with the District, Anthem indicated the District’s rates would be raised
by approximately 35% in FY 1997-98. In an attempt to reduce costs, the District selected
Medica Claimsfor their provider in FY 1997-98. SLSD became self-insured in FY 1998-99
and selected Medical Claims as the third party administrator. In making the decision to
become self-insured, the District sought advice from two surrounding districts, Meigs L ocal
and Eastern Local, who had elected the same insurance coverage.
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F3.37

Because of the large number of claims experienced by the District, SLSD decided to
discontinue the self-insurance program effective FY 1999-00. SLSD selected Central
Benefits as their health care provider for FY 1999-00. In July 2000, Central Benefitsis
voiding its group insurance coverage. Because of this, the District will have to choose
another insurance provider effective FY 2000-01. To assist in doing this, the District has
formed aninsurance committee consi sting of the superintendent, two board members, teacher
representatives and the treasurer.

Currently, al classifications of employees receive 100 percent of the medical, dentd, life
insurance and vision premium costs paid by the board regardless of the number of hours
worked. A report on the Cost of Health Insurance in Ohio’s Public Sector was completed
by SERB. Based on the 1999 study, approximately 65 percent of the responding employers
required their employeesto pay a portion of the cost of afamily premium. Fifty two percent
required their employeesto sharethe cost for the single plan. The average monthly employee
contribution is $22.17 for single and $63.33 for family. These rates amount to 11.3 percent
of the cost of asingle plan and 12.6 percent of the monthly family premium. Other findings
from the study include the following:

1 Estimated cost of medical and other health care benefits will average $5,680 per
covered employee in 1999.

1 Monthly medical insurance premiums currently average $195.22 for single coverage

and $491.39 for afamily plan.

Average total monthly cost of employee health care benefits stands at $238.17 and

$566.47 for single and family coverage, respectively.

Approximately 89 percent of public employers offer some level of dental coverage,

52 percent provide a vision plan and 93 percent offer life insurance.

Dental coverage costs an average of $28.03 a month for single and $49.30 a month

for family. The cost of vision insurance averages $7.84 for single and $14.71 for

family coverage.

Twenty-four percent of employers offer insurance coverage through an HMO.

Thirty-eight percent contract at least some health services through a provider

network.

Table 3-30 provides certain details about health care information for SLSD and the peers
effective FY 1998-99. Neither SLSD nor Eastern Loca School District require employee
contributions toward single or family medical premiums. Both Green Local and Bridgeport
City Schools differ from SLSD in that they require some employee contributions for both
singleand family coverage. Bridgeport City School District requiresemployeesto contribute
between 22 and 48 percent of the monthly premium depending on the plan selected. In
addition, SLSD offers an insurance waiver of $500 to bargaining unit members who have
participated in the group insurance program for twenty-four months prior to the start of the
contract.
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Table 3-30 Hospitalization

Monthly Monthly
Premium Premium FY 1998-99
Prescription For Full-Time For Full-Time Average
Plan Single Employee Family Employee Enrollment Self
School Provider(s) Included Plan Share Plan Share per Plan Insured
Southern Medical Yes $279.48 $0.00 $583.57 $0.00 13/72 Yes
Claims
Bridgeport Health Plan No $141.53 $45.95 $353.82 $78.51 20/57 No
Advantage
Health No n/a* — $385.23 $109.92 0/1 No
Health
Assurance No $184.99 $89.41 $462.62 $187.31 3/2 No
Prescription $40.23 $0.00 $100.50 $0.00 20/73 No
Costs
Eastern Medical Yes $245.00 $0 $616.00 $0.00 22/68 Yes
Claims
Green Coresource Yes $300.00 Cert.-$20.00 $783.00 Cert.-$52.00 10/37 Yes
Class.-$15.00 Class- $39.00

Sour ce: Schedule of benefits
n/a-not available

In comparison to the SERB study, the cost of SLSD’ ssingle medical plan ($279.48 amonth)
is approximately 31 percent greater than the SERB’s reported average monthly medical
premium cost of $192.55. The cost of SLSD’s family medical plan ( $583.57 a month) is
approximately 16 percent greater than SERB’ s reported average monthly medical premium
cost of $491.39. Furthermore, SLSD does not require employee contributions towards
premium costs whereas the SERB report indicated that 52 percent of employers require
employee contributions towards single insurance coverage and 65 percent require employee
contributions towards family insurance coverage.

F3.38 Certain benefits affect the overal cost of medical plans. Table 3-31 compares some key
features which are considered when comparing benefits to costs when choosing a medical
plan.
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Table 3-31: Key Medical Plan Benefits
Southern Bridgeport Eastern Green
Medical Claims Health plan Medical Claims Coresource
Health Assurance
Advantage Health
Office 100% 100% 90% 100%
Visits $10 co-pay
$5 co-pay
Lifetime Maximum $2,000,000 District was unable to $1,000,000 $1,000,000
Benefit provide data
Employee $50-$100/Sing.-Fam. None $100-$200/Sing.- $50-$100/Sing.-Fam.
Annual None Fam.
Deductible None
Prescription Plan Y es-No co-pay for generic No Y es-$2 co-pay for Y es - 100% covered
Included? drugs. $8 co-pay for brand brand name or
name drugs generic drugs
Need to Choose No Yes No No
Primary Physician
Mater nity 100% 100% 100% 100%
100%
100%
Child Preventive $500 max to age one 100% 100% $500 maximum up to
Care $150 annual max thereafter to 100% ageone
agenine 100% $150 annual max
theresfter to age nine
Inpatient Hospital 100% 100% 100% for up to 120 100%
Care 100% days of care per
100% confinement

Sour ce: Schedule of benefits

An analysis of some key medical benefits indicates the insurance benefits and levels of
coverage provided to SLSD employeesis generous and generally costlier than those offered
by the peer districts. SLSD’ splan requiresaminimal employeeannual deductible, thelifetime
maximum benefit is significantly higher than the peer districts and the prescription plan does
not require an employee co-pay for generic drugs al of which can significantly affect the
District’s benefit expenditures.

F3.39

SLSD pays the entire dental premium for single and family coverage for all certificated and

classfiedemployees. Table 3-32 showstheaverage premiumspaid for both singleand family
dental plans. Only Green Local City Schoolsrequirescontributionsfor both singleand family

coverage.
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Table 3-32: Dental Insurance

Monthly
Premium Full-Time Monthly Number
For Single Employee Premium Full-Time Enrolled: Self-
School Provider(s) Plan Share For Family Employee Share Single/Family Insured
Southern Coresource $41.72 $0.00 $41.72 $0.00 12/82 No
Bridgeport Self Funded
Plans, Inc. $41.67 $0.00 $41.67 $0.00 20/79 Yes
Eastern?! Included in n/a n/a n/a n/a n/a n/a
Health Care
Costs
Green Coresource $43.00 $9.00 $43.00 $9.00 0/51 Yes

Sour ce: Schedule of benefits
! Eagtern local offers a combined medical/dental plan.

F3.40 Table 3-33 presents the average yearly total cost for certain benefits for FY 1998-99 for all
peer districts. SLSD’s annual cost per employee ($7,903) is higher than the annual cost of
health care ($5,680) per covered employee as estimated in the SERB report in 1999 and the
Didtrict’ s cost per employee is the highest among the peer districts. Factors contributing to
SLSD’ s high annua insurance costs include the following:

Employees are not required to contribute towards the monthly premiums for medical
or dental insurance
All employees, regardless of hours worked per week, are eligible for full benefits
The Didtrict has a high claims experience rate
The medical plan requires minimal employee annua deductibles
The District offersacostly prescription plan which does not require employeesto co-
pay for generic prescriptions
The medica plan provides for a generous lifetime maximum benefit

Table 3-33: Yearly Total of All Insurance Costsfor FY 1998-99

Annual Health Annual Health,
Life and Dental Dental, Vision and

Health Care Dental Vision Insurance Insurance Cost Lifelnsurance Cost

School Costs? Costs Costs Costs Total per Employee per Employee
Southern $614,668 $41,410 $12,356 $8,399 $676,833 $7,672 $7,903
Bridgeport $327,081 $36,353 $16,113 $3,300 $382,847 $4,177 $4,374
Eastern $473,152 na na $3,603 $476,755 $5,257 $5,297
Green $548,914 $23,225 $15,306 $5,587 $593,032 $7,320 $7,570

Sour ce: Treasurer's office
! Includes prescription costs
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F3.41 Table 3-34 displays the results of a survey of the two counties surrounding Meigs county
(Athens and Vinton) to see how many required employee contributions towards premium
costs. Insummary, of the 12 districts surveyed, 8 indicated that they require their employees
to contribute towards the monthly premium costs. Furthermore, the level of contributions
generaly ranged between five and ten percent for single and family, with Alexander Local
charging five percent for single and fifteen percent for family.

Table 3-34: Contributions Required by Other DistrictsAgencies

District/Agency Contributions District/Agency Contributions
Towards Medical Towards Medical
Premiums Premiums

Alexander Local 5% S/15% F Nelsonville-York City 5% S/10% F
Athens City No S/10% F Trimble Local None
Belpre City 10% S/ 10% F Tri-County JV None
Federal Hocking L ocal None S/ 10% F Vinton County L ocal None
Fort FryeL ocal None Washington County JV None S/ 10% F
Marietta City 5% S/10% F WolfCreek Local 10% S/ 10% F

Sour ce: State Employment Relations Board Clearinghouse
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Benefitsrepresent asignificant portion of SLSD’sgenera fund expenditures. Asindicated in
Table 3-33, SLSD has the highest annual benefits cost per employee compared to the peer
digtricts. The following considerations, in conjunction with the District’ s negative financial
condition, necessitate that SL SD consider options for significantly reducing expendituresin
these areas.

1 The District appearsto have some difficulty stabilizing health care expenditures due,
in part, to a high volume of medical claims experienced by SLSD (see F3.35)

The District has not required employee contributions in the past. However, other
districts in Ohio and two of the peer districts require employee contributions. (See
F3.36 and F3.41)

Employee annual deductibles and prescription plan co-pays (see F3.38) are low in
comparison to relatively high salary levels (see F3.13).

In order to reduce the cost of insurance benefits to the District, SLSD should consider
requiring employeesto contribute toward the monthly premium costs. Table 3-35illustrates
the ranges of reductionsin overall insurance expenses the District could realize by requiring
employee contributions at varying levels.
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Table 3-35: Annual Savings Resulting from
I ncreased Employee Contributions for Insurance

Annual Savings Calculated at

25% 30% 35%
Medical Plan - Single $10,900 $13,104 $15,260
Medical Plan - Family $126,144 $153,000 $176,472
Dental Plan - Family $11,765 $14,118 $16,471
Total Annual Savings $148,809 $180,222 $208,203

Sour ce: Treasurer’s office

Note: All employee’s enrolled in the dental plan pay family rate of $41.72.

Financial Implication: Increasing contributionsto the rate of 25 percent would save SLSD
approximately $148,809 annually. Increasing the contributions to the rate of 30 percent
would save SLSD approximately $180,222 annually. Furthermore, increasing contributions
to 35 percent would save SLSD approximately $208,203 annually.

Workers' Compensation:

F3.42 Ohio employers who are substantially ssmilar can apply for group coverage and potentially
achievelower premium rates than they could individually. SLSD has participated in agroup
experiencerating plan and based on its claims history, the District should be able to maintain
its group status for the next several years. Table 3-36 illustrates workers compensation
benefits for SLSD and the peer districtsfor 1998. SLSD had a premium cost per employee
of $167 which isthe lowest among the peers. Additionally, SLSD had the lowest experience
modifier and the lowest number of claims per employee along with the Bridgeport School

District.

Table 3-36: 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
Southern 96.0 0 0 0.000 $15,984 $167 0.53 No
Bridgeport 100.0 0 0 0.000 $17,589 $172 0.53 No
Eastern 94.8 1 1 0.010 $26,125 $275 131 No
Green 86.2 1 1 0.011 $26,158 $303 0.88 No
Group Average 94.3 0.5 05 0.005 $21,464 $229 0.81 nal

Source: Bureau of Workers' Compensation and total employees provided by EMIS 1998-99 district profiles

! Not applicable
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F3.43 Table 3-37 indicates that SLSD’s medical claims and lost-time claims have been minimal in
the past four years. Lost-time claims are defined as the number of workers' compensation
clams 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 as the number of total claims in any previous time
period, the severity of those claims and the extent to which lost time claims went into effect.

Table 3-37. Approximate Number of Claims

#Medical
Claims #Lost Time Experience Experience
Allowed Claims Allowed Premium Costs Modifier
1996 1 1 $19,869 0.65
19971 1 0 $15,473 0.48
1998 0 0 $15,984 0.53
1999* 2 0 $16,160 0.52

Source: Bureau of Workers' Compensation
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Based on the peer comparison of experience modifiers and premium costs per employee as
well asthefour-year claim history, it appearsthe District issuccessfully managing itsworkers
compensation program. This is 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 addressed to show the financial implication to the
Digtrict. The implementation of any of the following contractual recommendations would require
union negotiations.

The District has two collective bargaining units consisting of the Southern Local Education
Association (SLEA-teachers) and the Ohio A ssociation of Public School Employeess AFSCME L ocal
453 (OAPSE-bus drivers, mechanics, custodians, maintenance, aides, secretaries, cafeteriaworkers
and monitors). Both unions have negotiated agreements which are set to expire on June 30, 2000.
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S EA - Contractual |ssues:

F3.44 Table 3-38 compares some key SLEA contractual issues between SLSD and the peer

districts.
Table 3-38: SLEA Contractual Issues
SLEA
Article Description Southern Bridgeport Eastern Green
Article Length of Work Day Elementary through 7 hours, 10 minutes 7 hours, 10 minutes Maximum 7 hours
XV junior high: Max 7
hours
High school: Max 7
hours, 10 minutes
Article Student teacher ratio 25:1 (Minimum) Superintendent and n/at n/at
XXXVI principals will strive
to establisha
reasonable and
equitable classsize
Article # Contract days 182 184 182 183
XXXVII # of Ingtructional Days 178 180 178 179
# of In-service Days 2 2 2 2
# Parent-Teacher 2 2 2 1
Conferences
# of professional development 0 0 0 1
days
Article Maximum # of Sick Days 250 250 245 1999-00/ 212 days
XX11 Accrued 2000-01/ 214 days
2001-02/ 216 days
Article # of Personal Days, Notice 3days 3days 3days 3days
XXI required? 3 days prior notice 3 days prior notice 3 days prior notice n/at
required required. Unused required
persond leaveis
converted to sick
leave.
Article Sick leave and/or personal $50-no more than 2 n/a* $150-no sick leave Personal leave
XXI & leave incentives? sick days used or persond leave incentive:
XXI1 $100- no more than 1 used during the year 0 days = $150
sick day used 1 day = $100
$150-no sick leave 2 days=$ 50
used during the year
$50 per unused
persona leave day
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SLEA
Article Description Southern Bridgeport Eastern Green
Article Maximum # of sick days paid 25% of accumulated <10 years of service- <10 years of <5years
XXXVIII | out at retirement/ % of payout. sick leave (based on 12 %2 % of service-25% of continuous service
years of service with accumulated sick accumulated sick limited to
# of yearsrequired for thedistrict) upto a leave -maximum of leave-maximum of 25 % of
severance pay maximum of: 15 days 32.5days accumulated sick
<10 years- 40 days leave up to
10-20 years- 50 days >10 years of service- 10-20 -25% of maximum of 30
>20 years- 60 days 25% of the accumulated sick days severance pay
accumulated but leaveup to a
unused sick leave- maximum of 42.5 >5 years of service
maximum 62 ¥ days days. with the district-
plus $5.00 per day for >20 - 25% of 25% of accumulated
remaining 75% of accumulated sick sick leavefor each
accumulated sick leaveup to a of the following
days maximum of 50 school yearsupto a
days maximum of:
1999-00 - 53 days
2000-01 - 53.50
days
2001-02 - 54 days
Article Bereavement leave 4 days n/a* 3days n/at
XXVII
Article Amount of leavetime for None None None Maximum of four
XXIX district union business days
# of association leave daysfor Maximum of two Maximum of four Maximum of twelve | n/a*
OEA meetings days days days (unionis
required to pay for
substitute position)
Maximum of 60
# of leave daysfor association | Maximum of two n/at days of leave with n/at
member elected to OEA days of leave without pay
governing body pay
Article # of daysto file grievance 30 days 20 days 10 days 30 days
Il
Cost of Living Allowance 7/98-0.0% 7/99-4.0% 9/98-0.5% 2 7/99-4.0%
(COLA) per each year of 7/99-0.0% * 7/00-2.0% 9/99-3.0% 7/00-3.0%
contract 7/01-2.0% 9/00-0.0% 7/01-3.0%

Sour ce: Teacher contracts

! n/a - nothing stated in contract
2 The base salary was increased from $17,904 to $18,000 and the index was reconfigured.
3 Although SLSD has not had aCOLA increase since 1992, the District negotiated an additional salary step to the schedulein FY 1998-99 which affected
approximately 45 percent of the certificated staff. The additional step resulted in an increase of approximately 2.3 percent in teacher salaries.
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F3.45 The SLEA contract indicates that the grievance procedure begins with an informal step in
which the member of the bargaining unit discusses the matter with his’her immediate
supervisor within thirty days of the occurrence of the event or condition. If the grievant is
not satisfied with theresults of theinformal problem resolution efforts, then the grievant must
fileaformal written complaint within five days of the informal meeting. The superintendent
hasindicated that there has been one grievance filed against the District in the last five years.
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In order to resolve grievanceissuesin atimely manner, the District should consider requiring
all grievancesto 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.

F3.46 Inan effort to further a good working relationship between the parties, alabor management
committee consisting of the association president, four teacher representatives, the
superintendent, a building administrator and one member of the board of education was
formed to review and discuss current District concerns and problemsasthey relate to the day
to day operations of the District. Meetings are held at least twice during each school year
with an agenda of items developed jointly by the Association President and the
Superintendent.
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The periodic meeting of labor and management creates an avenue of open communication
between staff and management which has a positive effect on the general morale of the
District, informs management of potential contractual problems and involves bargaining unit
members in manageria discussion providing them with a sense of contributing to District

policy.

F3.47 Table 3-39 indicates contractual provisions pertaining to the evaluation process.

Human Resources 3-38



Southern Local School District

Performance Audit

Table 3-39: Evaluation Process

Frequency of evaluationsfor the following
teachers

First year teacher
Limited contract teacher in the middie of a
multi-year contract

Limited contract teacher in the last year of the
contract

Tenured teacher

Maximum of two times per year and minimum of once per
year

Minimum of one time per year to a maximum of twice per
year

Minimum of one time per year to a maximum of twice per
year

Every year or as needed

Is there aremediation process for poor
performing teachers other than the steps
required by the ORC as part of the non-renewal

Contract states that if deficiencies are recorded in the
work performance of the teacher, the evaluator shall
provide the teacher with written specific recommendations

descriptions?
Rating system

process? and a reasonable time to correct outlined deficiencies.
Are unannounced observations permitted? No

Can observations outside of the classroom be No

made a part of the evaluation?

Date of last update to evaluation form. Early 1980's

Are evauation formsincluded in the contract? No

Quality of evaluation form:

Number of criteria evaluated 27

Isthe evaluation form aigned with job Yes

Very effective, effective, needsimprovement,
unsatisfactory

|s attendance arated criteria?

Yes

Sour ces. Evaluation forms, union contracts and District interviews

F3.48 First year teachers are evaluated a maximum of twice per year and a minimum of once per

year for aminimum of 30 minutes. The contract states that teachers under alimited contract
(beyond the first year) are evaluated aminimum of once per year to a maximum of twice per
year. The superintendent hasindicated that eval uations are given to these teachers twice per
year if they are performing poorly as a way of identifying and correcting perceived
deficiencies. All teachers are informed of the evaluation process prior to implementation.
Although the superintendent hasindicated that an attempt ismade to evaluate all teacherson
a yearly bass, tenured teachers are given evaluations primarily on an as-needed basis. In
addition, although the evaluations are aligned with the job descriptions, the evaluations have

not been updated in at least 15 years.
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Evaluating first year and limited contract teachers a maximum of twice per year and a
minimum of once per year provides the District with an effective assessment of ateacher’s
job performance. An effective evaluation process can have asignificant impact on academic
performance by alowing administrators to monitor a teacher’s success and progress and to
provide clear feedback on areas in need of improvement.

In an effort to increase academic performance, SLSD should consider conducting annual
evauations for al limited contract and tenured teachers. Also, the evaluation forms should
be updated regularly, particularly because the evaluations are closely linked to the teachers
job description. An effective evaluation process can have a significant impact on academic
performance by allowing the school board and the superintendent to monitor staff successand
progress and provide clear feedback on areas for improvement.

According to the SLEA and OAPSE agreements, severance pay is calculated 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 a maximum of 240 days.
Asaresult, the maximum number of days SL SD can beliablefor intermsof severance payout
is60 days. Inaddition, severance pay is granted to al SLSD employees regardiess of years
of service to the District. This policy forces the District to grant severance packages to
employees who have not served the District for an extended period of time.

The payout of severance can have a significant effect on the District’s overall budget. To
lessen the financial burden on the District, SLSD should consider renegotiating its severance
policy to standardsidentified by ORC 8§ 124.39 which providesfor apayout of 25 percent of
accrued but unused sick leave, upon retirement, up to 120 days (30 day payout), for persons
with 10 or more years of service. The law permits districts to provide for more than 25
percent (but not less) and the number of years to be less than 10 (but not more) of accrued
but unused sick leave. SL.SD should consider requiring ten years of servicefor all employees
to be eligible for severance packages, which would ensure that the Digtrict isonly liable for
severance packages to employees who have served the District for an extended period of
time.

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 SLSD
(although not a 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 contractsto limit the severance payout to ORC
standards, in terms of current-year dollars, SLSD could reduce its future severance liability
by an estimated $195,638. However, because a renegotiated severance policy would only
apply to newly hired employees, the District would not realize afinancia benefit until such
time the new employees are eligible for retirement.
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F3.50

It isthe District’s practice that any sick leave accumulated in another public school district

or public agency in Ohio may be transferred into the employee’s account at SLSD.

R3.14 SLSD should establish a policy which can reduce costs associated with severance payout.
One option might be to alow employees to transfer an unlimited number of days into the
District but restrict the use of these daysto long-term sick leave only and stipulate the days
arenot eligiblefor payout at retirement. Another option might be to establish apolicy which
limits the amount of days that can be transferred into the District and limits the amount of

days eligible for severance.

OAPSE/AFSCME - Contractual Issues:

F3.51 Table 3-40 compares some key classified contractual issues between SLSD and the peer

districts.
Table 3-40: OAPSE/AFSCME Contractual |ssues
OAPSE/
AFSCME Description Southern Bridgeport Eastern Green
Article
ArticleXVIIIl | Evaluationsrequired? Contract states“ an Y es-annually Y es-annually Y es-annually
effort will be made to
evauate the
performance of each
employee each year.”
Article Minimum call in hours paid 2 hours n/a* 2 hours 2 hours
XXXI to employees for
emergencies? (Custodians)
Article Caamity day policy? All employeesreceive n/a* All employees All employees
I1X paid day off. receive current rate | receive paid day off.
Employees required of pay. Those
to work receive required to report to
compensatory time work receivetime
and 2.
Article VI Vacation time to 1-8 years-10 days 1year- 5days 1-6 years- 10 days 1-5 years- 10 days
accumulate 9-16 years-15 days 2-10years- 10days | 7-12years- 15days | 5-20years- 15 days
17-24 years-20 days > 10 years- 15 days >13 years- 20 days > 20 years- 20 days
>25 years-25 days
Article Sick leave and/or personal Personal |leave Sick leave incentive: No No
XVII leave incentive? incentive. 0 days missed-$100
0 days missed-$150 1 day missed-$75
1 day missed-$100 Unused personal
2 days missed-$50 leave converted to
sick leave
Article Maximum # of sick daysto 250 250 250 205
XV accumulate
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OAPSE/
AFSCME Description Southern Bridgeport Eastern Green
Article
Max # of sick dayspaidout | <10yrs=25%for12 | <10years=12%% | <10 years-25% max 25%uptoa
Article at retirement/ % of payout. month employees and accumulated sick 33.75 days maximum of 51.25
XV 30% for 9 month leave. Max 20 days days
# of yearsrequired for employees. Max. 40
severance pay days >10 years, 25% Must meet
accumulated sick 10-20 years = 25%, digibility
10-20 yrs = 25% for leave. Max 60 days max 43.75 days requirements under
12 month employees SERS
and 30% for 9 month Must meet >20 years = 25%
employees. Max. 50 digibility max 48.75 days
days requirements under
SERS Must meet
>20 yrs=25% for 12 digibility
month employees and requirements under
30% for 9 month SERS
employees. Max. 60
days
Must meet eigibility
requirements under
SERS
Article # of Personal Days, 3days 3days 3days 3days
XVII Notice required? 3 day notice required n/a* n/at 2 day notice
required
Article # of Holidays Paid-12 11 9 10 9
XVI month employees
# of Holidays Paid- Less 10 8 7 6
than 12 month employees
Article # of daysto fileagrievance 10 days 10 days 10 days 12 days
VIl
Employee probationary No 90 days No No
period?
L abor-Management n/at Yes No n/at
Committee
Article Cost of Living Increase per 7/97-0.0% 7/99-6.0% 7/99-4.0% 7/99-4.0%
XXVII each year of contract 7/98-4.6% 2 7/00-2.8% 7/00-4.5% 7/00-3.0%
7/99-0.0% 7/01-3.4% 7/01-4.3% 7/01-3.0%

Source: SLSD OAPSE/AFSCME Contract

! n/a- Nothing stated in contract
2 Employees received an increase of .25 cents/hour plus the addition of two steps to the salary schedule for atotal increase of 4.6%

F3.52 The OAPSE contract does not establish, and the District does not currently have, a
probationary period allowing the board to determine the fitness and adaptability of any new
employee it may hire to complete the work required.

R3.15 SLSD should consider establishing a probationary period policy. The length of the
probationary period should be long enough to allow management to determine whether a
newly hired employee conforms to the requirements of the position and the policy should
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permit the release of any employee who does not meet those requirements. For example,
Middletown-Monroe City School District’ sprobationary periodis180days. AmongSLSD’s
peer districts, Bridgeport Local School Digtrict’s policy is 90 days. Establishing a
probationary period would provide additional time to assess the potential employee and
enhance the ability of the board to employ qualified, dedicated and hard-working personnel.

F3.53 The OAPSE contract states that if at any time during the contractual agreement the board
should receive state funding monies in excess of $4,500 per pupil, additional revenue from
the passage of a new operating levy, or the State Legidature determines a new funding
formulain the excess of $4,500 per pupil, both parties agree within fifteen days of receipt of
the revenues to re-negotiate salaries/wages. To date, this clause has never been addressed
(the current rate of per pupil funding for SLSD is approximately $4,200 per pupil). In
addition, the OAPSE contract containsa“metoo” clause which guarantees OAPSE members
the same salary increase provided to SLEA members. Because of this clause, classified
employees received a 4.6 percent salary increase comprised of an increase in the saary
schedule and the addition of two stepsto the salary schedule which went into effect FY 1997-
98.

R3.16 Management should negotiate to remove both of these clauses from the contract. Clauses
that guarantee salary increases could potentially hinder resources from being allocated to
areas which would assist in removing the District from fiscal emergency, or to the classroom
for the purpose of increasing educational outcomes.

F3.54 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 agiven work week. These requirements are also
reflected in Ohio law. For non-teaching employees that are covered under the FLSA, the
school districtisonly required to pay overtimefor actual hoursworked in excess of forty per
week. In determining the total hours worked, the school district is not required to include
personal leave, compensatory leave or vacation leave used. However, SLSD currently
provides more than is required by the FLSA. Specifically, the District includes holidays,
vacation, paid sick leave, persona days and any other time spent in active pay status when
calculating the hours worked for overtime pay. Providing overtime provisions which are
more generous than those outlined in FLSA and Ohio law isacostly practicefor the District.

R3.17 TheDigtrict should review its current overtime policy and consider negotiating it to be more
in line with the guidelines set forth be the FSLA 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.

F3.55 Asindicated in Table 3-x, the District provides al 12-month classified employees with 11
paid holidays and employeesworking lessthan 12-monthswith 10 paid holidays, which isthe
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highest among the peer districts. Additional holidays which SLSD provides which the
majority of the peersdo not arethe Friday after Thanksgiving, Christmas Eveand New Y ears
Eve.

The number of paid holidays provided to 12-month and less than 12-month classified
employees should be re-considered in future negotiations. More specifically, SLSD should
consider eliminating the Friday after Thanksgiving, Christmas Eve and New Y ears Eve.

Financial Implication: By eliminating three paid holidays, SL SD could achievean annual cost
savings of between $5,000 and $7,900 depending on the exact number of employees within
each classification entitled to the holiday.

Both nine and twel ve month employees are entitled to fifteen days sick leave accumulated at
the rate of 1 1/4 days per month to a maximum of either forty, fifty or sixty days per month,
depending on length of service. However, the severance benefit calculation states that 9-
month employees receive 30 percent of accumulated sick leave while 12-month employees
receive 25 percent of accumulated sick leave, despite the fact that all classified employees
accumulate sick leave for twelve months regardless of the number of months worked. The
superintendent has stated this clause was put into effect during the last round of negotiations.

The payout of severance can have a significant effect on the District’s overall budget. To
lessen the financial burden on the District, SLSD should consider renegotiating its severance
policy to standardsidentified by ORC 8§ 124.39 which providesfor apayout of 25 percent of
accrued but unused sick leave, upon retirement, up to 120 days (30 day payout), for persons
with 10 or moreyearsof service. Although thelaw permitsdistrictsto providefor morethan
25 percent (but not less), SLSD’s current financial status should preclude the District from
paying out more severance than provided by law. (See R3.13 for financial implication)

SLSD’s classified employees working 11 and 12 months per year are able to take vacation
at any time during the year provided that thirty (30) days advance notice is given to the
Superintendent and a substitute is available before the employee takes vacation time.

The District should consider negotiating a clause which stipulates that employees must take
at least aportion of their vacation during summer break or other timeswhen school isnotin
session. Encouraging employeesto taketheir vacationswhen school isnot in sessionrequires
less usage of substitutes and overtime while employees utilize vacation time.

Currently, it isthe District’s practice to compensate employees for aminimum of two hours
for al emergency cal in situations. The employee is compensated for the full two hours
regardlessif less than two hours are actually worked. Additional compensation is provided
for hours worked in excess of the minimum.
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Providing aminimum of two hours compensation for all 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 employeeis
caled in and paid for two hours of work, the employee is required to work the entire two
hours.

Ohio Revised Code Section 3317.01 alows the superintendent to declare up to five calamity
days for teaching and non-essential employees. Caamity days are defined as days 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 days in 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
caamity daysfor essentia or 12-month employees. Currently, SLSD provides calamity day
compensation for al employees. Classified staff required to work on a calamity day aso
receive compensatory timeoff at straight time. During FY 1998-99, SL SD experienced eight
days as aresult of weather conditions.

The Digtrict should establish a policy which defines essential employees including
administrators, building custodians, snow plow personnel, 12-month exempt employees and
other personnel necessary to prepare the District for re-opening following a calamity day.
Additionally, the District should negotiate to 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 il
A vacation day

A personal leave day
A day without pay

Financial Implication: In FY 1998-99, SLSD had approximately 5.5 FTE custodians who
were required to work eight calamity days and earned an average annual salary of $19,996.
Using thisinformation, it cost the District approximately$227 to provide 5.5 custodians with
one day of compensatory time. In 1998-99, it is estimated that it cost the District
approximately $1,135 to provide custodians with five compensatory days. If SLSD ceased
its practice of granting compensatory time off for custodians working on calamity days, the
District would save approximately $227 for every calamity day declared.
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Financial I mplications Summary

Thefollowing table summariesthetotal estimated savings from the above recommendations. SLSD
should consider the potential educational effect certain of the recommendations might cause.

Estimated Annual Cost Avoidance
Recommendation Cost Savings

R3.2 Reduce 2.5 secretarial positions and one food $58,360
service position effective 2001-02

R3.3 Replace one high school teaching position by $43,200
consolidating commonly offered classes.

R3.5 Eliminate computer coordinator, lunchroom $11,794
supervisor and three Title program compliance and
administrator supplemental contracts

R3.6 Reduce sick leave usage among certificated staff $3,480-$10,440

R3.8 Reduce sick leave usage among classified staff $2,637-$5,276

R3.10 Increase employee contributions towards health $148,809-$208,203

care premiums

R3.13 Achieve cost avoidance by implementing a $195,638
reduced payout of sick leave for severance paymentsto
certificated and classified staff

R3.18 Eliminate three paid holidays for classified $5,000-$7,900
employees
R3.22 Discontinue practice of granting compensatory $227

time to custodians working on a calamity day and
assuming one calamity day per year

Total $273,507 - $345,400 $195,638
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Conclusion Statement

SLSD’s sdlary structure for certificated and classified personnel appears to be a significant factor
contributing towards the District’s current financial situation. Historically, the District has had the
highest paid teachersin the county. Although the District and the SLEA have not negotiated a cost
of living increase since 1992, the Didtrict till has the highest average teacher salary. Additionaly,
inFY 1998-99, the District and the SLEA negotiated an additional step to the salary schedule which
affected approximately 45 percent of certificated employees. It appears the District negotiated the
additional step without adequately addressing the financial impact to the District in future years.
Furthermore, the District pays the highest amount of supplemental pay when compared to the peer
districts. In addition to paying a higher amount for most supplementals, the District also has the
highest number of positions requiring a supplemental contract. In order to reduce expenditures, the
District should consider eliminating someof therequired supplemental positionssuch asthecomputer
coordinator and the lunchroom supervisor positions. Because of a“me too” clause in the OAPSE
contract, the District was required to provide classified employeeswith asaary increase equal to the
increase provided to certificated employees. The District and the unions should continueto negotiate
wage freezes until the District recovers from its financial difficulties.

An assessment of current staffing levelsindicates that SLSD’ s overall staffing levels appear to bein
line with the peer districts. However, the student/teacher ratio at the high school is approximately
19.3:1. Analysis of courses offered at the high school indicated a potential for some consolidation
of classes. Because of the District’s financial situation, the District should consider consolidating
severa of the more commonly offered classes which would enable the District to reduce one high
school teaching position. Additionally, areview of custodial staffinglevelsindicatesthe District could
reduce one custodia position.

An analysis of the Didtrict’s staffing needs in FY 2001-02 (when the new K-8 building opens)
indicates that current maintenance and transportation staffing levels will be sufficient to conduct
operations at the new building. However, an assessment of secretarial and food service positions
indicated the District may be able to reduce 2.5 FTE secretarial positions and one food service
position once the new building opens. The superintendent indicated a desire to reassign some of the
current secretarial positionsto library aides or computer aides once the new building opens. Dueto
the Digtrict’ sfinancia situation, the District should reduce the total number of positions rather than
reassigning them.

Approximately seven percent of the total teaching daysfor FY 1998-99 were taught by a substitute
teacher resulting in approximately $31,500 spent on substitute teachers. SLSD’ stotal teacher leave
daysof 17 isthe highest among the peers, with the teachers averaging 7 sick days per person, which
is the second highest among the peers and is in excess of the Bureau of Labor Statistic's
governmental worker average of 4.5 days. Classified employeesaveraged 12.5 sick days per person
which is the second lowest among the peers but higher than the Bureau of Labor Statistic’s
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governmental worker average of 4.5 days. More specifically, custodian/maintenance personnel
averaged 25.7 sick days, the highest among the peers, and food service employees averaged 9.7 sick
days, the second highest among the peers. Because of the significant amount of sick leave used by
District employees, SL SD should aggressively manage and monitor the amount of sick |eave taken.
In addition to the increased substitute and overtime costs, excessive time off createsinterruptionsin
the flow of work and may have an impact on the quality of education provided to students.

SLSD had the highest annual benefit cost per employee among the peer districts at $7,903. The
higher costs can be attributed to SL.SD not requiring its employees to contribute towards premium
costs, the District’ shigh claims experience rate, minimal annua deductibles and acostly prescription
plan which does not require employees to co-pay for generic prescriptions. In asurvey of districts
surrounding SLSD, 66 percent indicated that they require their employees to pay some medical
premium costs with contributions ranging from five to fifteen percent. Because of SLSD’ sfinancia
difficulties, the District should negotiate requiring all full-time employees to contribute towards
premium costs.

Some contractual provisions which provide management with flexibility to effectively manage the
work forceinclude establishing alabor-management committee and requiring annual evaluationsfor
first year and limited contract teachers. Provisionswithin the contractswhich should be renegotiated
include requiring annual evaluationsfor al employees, removing the clause outlining arenegotiation
of wagesdueto increased per pupil funding, removing the“metoo” clausewhich guarantees OAPSE
members the same salary increase provided to SLEA members, limiting the number of paid holidays
provided to classified employees, excluding sick leave from overtime calculations and reviewing the
calamity day policy. Additionally, in comparisonto ORC standards, SL SD has agenerous severance
policy which alows for a maximum payout of 60 days.
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Facilities

Background

Organizational Chart

The facilities support staff is responsible for maintaining Southern Local School District (SLSD)
buildings and grounds. The superintendent is responsible for managing the mai ntenance operations,
while building principal/head teachers are responsible for custodia operations in their individual
buildings. The organizationa structure and staffing levels in terms of full-time equivalents (FTES)
are depicted in the following chart.

Chart 4-1: Facilities Support Staff

Superintendent
A

Maintenance Principal/Head Teachers

0 (75)

t Custodians
(5.5)

Organizational Function

The custodians are responsible for opening and closing the buildings, general cleaning, completing
somework orders, and performing limited preventive mai ntenancetasks. Additionally, thecustodians
are responsible for providing a clean and attractive environment for the individuals who use the
facilities. One maintenance employee is responsible for the maintenance of al the facilities and for
keeping them safe and in a state of good repair. Additionally, this employee is responsible for
completing most of the grounds work in the District, most of the work orders and snow removal
during the winter months.

Facilities 4-1



Southern Local School District Performance Audit

Summary of Operations

Thefacilities support staff isresponsiblefor maintaining five sitesin the District. For purposesof this
report, the bus garage and the stadium have been excluded from custodial squarefootage cal culations
as the custodians are not responsible for cleaning these areas. The high school and administrative
offices are housed in one building.

The District is currently constructing an all inclusive K-8 building. The new building will be located
next to the high school and administrative offices and is scheduled for completion in the FY 2001-02
academic year. Additionally, the high school will be expanded and renovated. The District intends
to sell the existing elementary school buildings to the local governments where they are located.
However, SLSD has not decided what they are going to do with the middle school building.

SLSD currently has six custodial employees, five who work full-time and one who works part-time.
Each school isassigned one custodian and the high school hasan additional part-time night custodian.
Custodiansreport to their respective building principal/head teacher. The custodiansareresponsible
for opening and closing the buildings (at the e ementary and middle schools), monitoring the heating
and mechanical systems and completing some minor maintenance tasks. The high school night
custodian is responsible for closing and securing the building, completing some minor maintenance
tasks and performing other duties as assigned.

The maintenance employeetravel sfrom building to building andisresponsiblefor completing repairs
and preventive maintenance tasks in the District’s facilities. Reguests for maintenance work are
submitted by staff members to respective building secretaries. Requests go to the principal/head
teacher of the school and then to the superintendent for approval. If approved, the superintendent
reviews the request and prioritizes it depending on the type of request and its urgency. According
to the superintendent, SL SD performs most of the maintenance work in-house and only contracts out
large jobs requiring expertise or equipment the District does not have.

Saffing

The facilities support staff consists of seven primary people, which equates to 6.5 full-time
equivalents (FTEs). The administrative component towards facilities is made up of 0.85 FTEs
because the principal/head teachers spend only asmall portion of their time on custodial issues. The
superintendent spends approximately 10 percent of his time on facilities-related issues while the
principal/head teachers each spend approximately 15 percent of their time on facilities-related i ssues.
The staffing levels are shown in Table 4-1.
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Table 4-1: Number of Budgeted Employees (FTES) for FY 1998-99

Admin Mobile School
Classification Office Crew Based | Total FTEs
Superintendent 1 1 0.10
Principal/Head Teacher* 5 5 0.75
Total Administration 6 0 0 6 0.85
Maintenance 1 1 1.00
Total Maintenance 0 1 0 1 1.00
Custodian 6 5.50
Total Custodial 0 0 6 6 5.50
Total 6 1 6 13 7.35

Sour ce: Superintendent’s office

! There arefive buildi ng principa ’head teachers who are aso full-time teachers. They each spend approximately 15 percent of their day on
custodial issues.

Key Statistics

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

Bridgeport Exempted Village School District, Eastern Local School District and Green Local School
District have been identified as the peer group for SLSD. Unless otherwise noted, the peer district
averagesin Table 4-2 and all other tablesin this section include statistics for SLSD.
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Table4-2: Indicators

Number of Sites 5

- Elementary Schools 3

- Middle School 1

- High School 1
Total Square Feet Maintained 104,810
- Elementary Schools 31,479
- Middle Schools 23,530
- High School 49,801
Squar e Feet Per Custodial Staff Member in FTE (5.5) 19,056
- Elementary Schools (3.0) 10,493
- Middle Schools (1.0) 23,530
- High School (1.5) 33,201
AS& U Cost Study Region 5 Average 23,875
AS& U Cost Study National Average 20,612
Urban 21 District Average

20,488

Peer District Average 21,718
Squar e Feet Per Maintenance Employee (1) 104,810
AS& U Cost Study Region 5 Average 75,000
AS& U Cost Study National Average 73,245
Urban 21 District Average 114,749
Peer District Average 111,405
1998-99 M aintenance and Oper ations Expenditures Per Square Foot $3.37
- Custodial 1.89
- Maintenance 0.33
- Utilities 0.97
AS&U Cost Study Region 5 Average $3.79
AS&U Cost Study National Average $3.64
Peer District Average $3.22
1998-99 Facilities Expendituresasa % of Total SL SD General Fund Expenditure 9.3%
AS& U Cost Study Region 5 Average 9.2%
Peer District Average 10.1%

Sour ces: Treasurer’s office; superintendent’s office; peer districts; 1998 AS& U Maintenance & Operations Cost Study; Auditor of State

Performance Audit Legidative Update

! The middle school building also includes the kindergarten building which will not be separated out for comparisons throughout the report.
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Financial Data

Table 4-3 and Table 4-4 show the expenditures made to maintain and operate SLSD facilities for
FY 1997-98 and FY 1998-99 and the budget for FY 1999-00.

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

FY 1997-98 FY 1998-99 Per centage
Accounts Maintenance Operations Total Total Difference Change
Salaries $23,338 $103,624 $126,962 $127,972 $1,010 0.8%
Benefits 6,749 74,524 81,273 104,053 22,780 28.0%
Pur chased
Services 10,543 8,905 19,448 8,483 (20,965) (56.4)%
Utilities 0 92,802 92,802 101,504 8,702 9.4%
Supplies/
Materials 14,119 27,517 41,636 10,043 (31,593) (75.9)%
Capital
Outlay 0 0 0 0 0 0.0%
Other 0 0 0 0 0 0.0%
Total $54,749 $307,372 $362,121 $352,055 $(10,066) (2.8)%

Source: Treasurer’s office

Table 4-4. Maintenance and Oper ations Expend

itures; FY 1998-99 vs FY 1999-00

FY 1998-99 FY 1999-00 Per centage
Accounts Maintenance Operations Total Budget Difference Change
Salaries $22,800 $105,172 $127,972 $146,202 $18,230 14.2%
Benefits 11,451 92,602 104,053 73,670 (30,383) (29.2)%
Pur chased
Services 0 8,483 8,483 8,047 (436) (5.1)%
Utilities 0 101,504 101,504 93,300 (8,204) (8.1)%
Supplies/
Materials 10,043 0 10,043 10,000 (43) (0.4)%
Capital
Outlay 0 0 0 135,000 135,000 100.0%
Other 0 0 0 0 0 0.0%
Total $44,294 $307,761 $352,055 $466,219 $114,164 32.4%

Source: Treasurer’s office

Facilities



Southern Local School District Performance Audit

An explanation for some of the more significant variancesin Table4-3 and Table 4-4 are asfollows:

A 28 percent increase in benefitsfrom FY 1997-98 to FY 1998-99: The District experienced
alarge number of claims through the self-insurance fund in FY 1998-99 which was higher
than benefit costsin FY 1997-98. The self-insurance fund was discontinued in FY 1999-00
because of the significant cost associated with it. See the human resour ces section of this
report for amore detailed discussion on the self-insurance fund.

A 56.4 percent decreasein purchased servicesfromFY 1997-98to FY 1998-99: TheDistrict
could not sufficiently explain the decrease in purchased services.

A 75.9 percent decreasein supplies/materialsfrom FY 1997-98to FY 1998-99: TheDistrict
could not sufficiently explain the decrease in supplies/materials.

A 14.2 percent increase in salaries from FY 1998-99 to FY 1999-00 budget: The increase
insalariesis dueto anegotiated increase in the classified salary schedules and the addition of
two stepsto the salary schedules. Seethe human resour ces section of thisreport for amore
detailed discussion on salary increases.

A 29.2 percent decrease in benefits from FY 1998-99 to FY 1999-00 budget: The self-
insurance fund was discontinued in FY 1999-00 because of the significant cost associated
withit. Seethehuman resour ces section of thisreport for amore detailed discussion on the
self-insurance fund.

A 100 percent increase in capital outlay from FY 1998-99 to FY 1999-00 budget: The
District, to comply with H.B. 412, must increase capital spending. The 100 percent increase
in budgeted capital expenditures reflects a portion of these spending requirements.

Table 4-5 presents a comparison of the operations and maintenance staff at SLSD and its peer
districts. Since each district’s operations and maintenance departments are structured somewhat
differently, this analysis attempts to include al the staff members that perform the same functions
performed at SLSD.
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Table 4-5: Comparison of Facilities Divisons: Maintenance and Custodial Services

Size Southern Bridgeport Eastern Green
Number of Sites 5 4 2 3t
Building Sqg. Fest:
Maintained by Custodians 104,810 151,226 121,620 143,575
Maintained by Maintenance 104,810 151,226 121,620 143,575
Position by FTE
Administration 0.85 0.90 0.40 0.90
Maintenance 1.00 1.00 1.00 1.00
Custodians 5.50 8.00 5.00 5.40
Total 7.35 9.90 6.40 7.30
Comparison
Sq.Ft. Per Custodial Staff 19,056 18,903 24,324 26,588
Sq.Ft. Per Maintenance Staff 104,810 151,226 121,620 143,575
Average Base Custodial Salary $19,058 $18,069 $17,732 $13,414
Average Base Maintenance Salary $26,312 $26,000 $20,984 $22,926
Characteristics
Average Age of School Buildings 58 61 22 37
Square Milesin District 85 16 115 34.9
Preventive Maintenance No Yes No No
Use of Deregulated (Self-Help) Gas No Yes No No
Use of Energy Savings Program No No No No
Use of Temporary Employees or No No Yes No
Outside Contractors
Weekend Inspections No No No Yes
Sour ces: Business office; treasurer’ s office; peer districts
! The high school and middle school are housed in the same building.
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Performance Measures

Thefollowingisalist of performance measuresthat were used to conduct theanalysisof the SLSD’ s
facilities operation:

Cost effectiveness of custodial services

Cost effectiveness of facilities maintenance

Utilization of staffing resources

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

Effectiveness of long range facilities planning

Utilization of existing facilities

Effectiveness of energy conservation programs.
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Findings/ Commendations/ Recommendations

Saffing and Compensation

F4.1 The custodians are responsible for cleaning the facilities and are supervised by the
principal/head teachers. Each school is assigned one custodian and the high school has an
additional part-timenight custodian. Thefollowingisabrief description of theresponsibilities
of the custodians according to their job description.

I Custodian- Thecustodianisresponsiblefor cleaning classrooms, offices and other areas
of the building as assigned. Tasks performed include dusting, sweeping and mopping
floors, emptying trash containers, removing snow from entrance ways, cutting grass,
cleaning and disinfecting restrooms, moving furniture and equipment, making minor
building repairs and performing other duties and responsibilities as assigned.

F4.2 Table 4-6 shows the average square footage per custodial employee for SLSD, the peer
districts and the AS& U Region 5 average.

Table 4-6: FY 1998-99 Squar e Footage per Custodial Employee

Southern Local School District 19,056
Peer Districts:

-Bridgeport 18,903

-Eastern 24,324

-Green 26,588
Peer District Average 22,218
Difference (3,162)
AS& U Region 5 Average 23,875
Difference (4,819)

Sour ces: Custodial and maintenance departments; peer districts

SLSD’s custodia staffing level results in one FTE custodian for every 19,056 square feet,
which is 3,162 sguare feet less than the peer district average and 4,819 sgquare feet less than
the AS& U region 5 average.

F4.3 Table 4-7 compares the peer districts' school facilities and custodial staffs. Based on the
information in the table, it does not appear that the work is evenly distributed among the
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custodians in SLSD. This uneven distribution can be partially attributed to the separate
locations of the three elementary and middle school buildings, which forces the District to
assign custodiansto individual buildingsregardless of square footage being maintained. The
custodians at the high school are responsiblefor maintaining the most square footage, 33,201
square feet per person. The middle school custodian is responsible for maintaining 23,530
squarefeet. Theelementary school custodiansare responsiblefor maintaining theleast square
footage, 10,493 square feet per person. The square footage per custodian at the elementary
school issignificantly lower than the peer districtsand is approximately 42 percent lower than
the peer district average. In addition, SLSD does not have a quantitative methodology to
assign custodia staff. Asaresult of not utilizing a quantitative method to assign custodial

staff, the workload is not evenly distributed among the custodial staff.

Table4-7: Comparison of School Facilitiesand Custodial Staff (FTES)

Difference
Peer Between SLSD

Southern | Bridgeport Eastern Green Average | and Peer Average
Elementary Buildings 3 2 1 2 2 1
Total Sg. Footage 31,479 49,113 76,600 76,749 58,485 (27,006)
Sq. Footage per Building 10,493 24,557 76,600 38,375 37,506 (27,013)
Number of Custodians 3.00 4.00 3.00 3.25 3.3 (:3)
Sq. Footage Per Custodian 10,493 12,278 25,533 23,615 17,980 (7,487)
Middle School Buildings 1 1 N/A? N/A? 1 0
Total Sg. Footage 23,530" 28,050 N/A? N/A? 25,790 (2,260)
Sq. Footage per Building 23,530 28,050 N/A2 N/A2 25,790 (2,260)
Number of Custodians 1.00 1.50 N/A2 N/A2 1.25 (.25)
Sq. Footage per Custodian 23,530 18,700 N/A? N/A? 21,115 2,415
High School Buildings 1 1 1 1 1 0
Total Sg. Footage 49,801 74,063 45,020 66,826 58,928 (9,127)
Sq. Footage per Building 49,801 74,063 45,020 66,826 58,928 (9,227)
Number of Custodians 150 2.50 2.00 215 2 (.5)
Sq. Footage per Custodian 33,201 29,625 22,510 31,082 29,105 4,096
Total Sq. for All Buildings 104,810 151,226 121,620 143,575 | 130,308 (25,498)
Total Custodia Staff 5.50 8.00 5.00 5.40 6 (.5)
Sq. Footage per Custodian 19,056 18,903 24,324 26,588 22,218 (3,162)

Sour ces: SLSD business office; peer district custodia supervisors

! This amount represents total square footage total within the middle school building. However, 2,560 square feet are associated with the
kindergarten building which is with the middle school building and 20,970 square feet are directly attributable to the middle school building.
2 The middle school and the high school arein one building. For thisanalysis, they areincluded together in the high school column.

F4.4

In FY 2001-02, one new building will be opened which will replace the three e ementary
buildings and one middle school building. In addition, 3,655 square feet will be added to the
high school and renovations will also be undertaken. Table 4-8 shows the staffing levels as
they currently exist and the proposed staffing level swhen the new building opensin FY 2001-
02. Furthermore, Table 4-8 comparesthe expected square footage per custodian to the peer
district average in the prior table. See the financial systems section of this report for

Facilities
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projected financial implications for the new building.

Table 4-8: FY 1998-99 Staffing L evels vs Proposed FY 2001-02 Staffing L evels

FY 1998-99 FY 2001-02 Peer District

Type of Facility Staffing Level Staffing Level Average
Elementary & Middle Schools:* 4 1

Total Square Feet 55,009 80,375

Number of Custodians 4.00 3.00

Square Feet per Custodian 13,752 26,792 19,025
High School: 1 1

Total Square Feet 49,801 53,456

Number of Custodians 1.50 1.50

Square Feet per Custodian 33,201 35,637 29,105
Total: 5 2

Total Square Feet 104,810 133,831

Number of Custodians 5.50 4.50

Square Feet per Custodian 19,056 29,740 22,218
AS& U Region 5 Average 23,875

Sour ce: Superintendents's office

! The information for the elementary and middle school buildings were combined for this comparison since the new building will take the
place of al of these buildings.

The consolidation of the three el ementary schools and middle school into one facility aswell
asthe proposed reduction in custodial staff by one FTE will increase the total squarefootage
coverage per custodian. The proposed increase from 13,752 to 26,792 square footage
coverage per custodian at the new facility will bring SLSD closer to the square foot coverage
ratio of Eastern and Green Local School Districts. Additionally, the new square footage will
be moreinlinewiththe AS& U Region 5 Average. Thetotal square feet per custodian will
increase to 29,740, which is approximately 6,000 square feet above the AS& U average.
However, two of the 21 urban school districts (Mansfield and Middletown-Monroe City
School Districts) effectively maintain similar square footage.

Py
~
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The District should be able to reduce its custodial staff by one FTE, while effectively
maintaining al futurefacilities. Thereductionwould be possiblewith the consolidation of the
middle school and the three elementary schools into one new building and the resulting
economies of scale. Because of the close proximity of the two buildings, SLSD should
consider utilizing the custodians at the new building to aid the 1.5 FTE custodians at the high
school who currently maintain 33,201 square footage. Additionally, SLSD should develop
amethodology for alocating custodial staff to buildings which uses quantitative data such as
sguare footage to determine the most efficient staffing level. Thisisespecially important with
the construction of the new elementary/middle school and renovations and addition to the
high school. Factorsthat should be taken into consideration when establishing an allocation
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F4.5

methodology are the square footage to be cleaned and maintained, the number of students,
the number of restrooms, the number of special facilities, the type of floor covering, the
frequency of community and extracurricular programs held in the buildings and desired level
of cleanliness.

Financial Implication: Reducing the custodial staff by one position would resultinthe SLSD
saving on an annual basis approximately $24,775 in salary and benefit costs.

Table 4-9 shows the average base salary for SLSD’s custodians for FY 1998-99 as well as
their average gross wages for 1998. The weighted average base salary for the custodiansis
$19,058. Theweighted average grosswagesis $18,711, which is 1.8 percent lower than the
weighted average base sdlary. The District had an insignificant amount of overtime during
FY 1997-98 and FY 1998-99, of $343 and $415 respectively. The table also shows the
average base salary and gross wages for the peer districts and the AS& U Region 5 average.

Table 4-9: Custodial Salaries

FY 1998-99 Difference as

Average Base 1998 Average a Percentage

Position Salary GrossWages' | of Base Salary
Custodian $19,058 $18,711 (1.8)%
SL SD Weighted Average $19,058 $18,711 (1.8)%

Peer Districts:

-Bridgeport $18,069 $17,144 (5.1)%
-Eastern 17,732 17,495 (1.3)%
-Green 13,414 13,268 (1.1)%
Peer District Average $17,068 $16,655 (2.4)%
Difference $1,990 $2,056 N/A
AS& U Region 5 Average $23,717 N/A N/A
Difference $(4,659) N/A N/A

Sour ces: SLSD treasurer’s office; payroll department; peer districts

1 1998 gross wagesinclude half of FY 1997-98 salaries and half of FY 1998-99 salaries. 1998 gross wages are less than
FY 1998-99 base saaries because classified employees at SLSD and the peer districts each received wage increases
effective FY 1998-99.

SLSD’scustodial base salary isthe highest of the peer districts and nearly $2,000 more than
the peer average. SLSD should perform an analysis on the salaries paid to the custodians to
determine if they are being paid an appropriate amount based upon their job description and
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F4.6

F4.7

responsibilities. For further information on the salary structure, see the human resour ces
section of this report.

It appearsthat SL SD iseffectively managing itscustodial/mai ntenanceovertimeexpenditures.
InFY 1998-99, the District spent $415in custodial overtime and $0in maintenance overtime.
By effectively and efficiently managing overtime costs, the District is able to spend more
money in instructiona related areas.

The maintenance staff consists of one maintenance employee who is responsible for
maintaining all of the facilities and for keeping them safe and in a state of good repair. The
maintenance employee is not assigned to a specific building and is responsible for all
maintenance concerns at all buildings within the District. The building secretaries call
maintenance requests in and the appropriate paperwork is completed. In addition to
providing maintenance to the buildings within the District, the maintenance employee isaso
responsible for the snow removal at the school sites.

Table4-10 showsthe average square footage the mai ntenance empl oyee was responsible for
maintaining in FY 1998-99. At SLSD, the maintenance employee is responsible for
maintaining 104,810 square feet which is 25,498 square feet less than the peer district
average, and 29,810 square feet more than the AS& U Region 5 average. These differences
are shown in Table 4-10 below.

Table 4-10: FY 1998-99 Squar e Footage per M aintenance Employee

Southern Local School District 104,810
Peer Districts:

-Bridgeport 151,226

-Eastern 121,620

-Green 143,575
Averagefor Peer Districts 130,308
Difference (25,498)
AS& U Region 5 Average 75,000
Difference 29,810

Sour ces: Maintenance department; 1998 AS& U Maintenance & Operations Cost Study

The future construction of an elementary/middle school and renovation and addition to the
high school will increase the maintenance employee’'s square footage to approximately

Facilities 4-13



Southern Local School District Performance Audit

F4.8

Py
~
N

F4.10

pY)
IS
w
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133,831, bringing it closer to the peer average.

The District does not use the state John Deere contract to purchase lawn equipment and is
currently using a variety of grounds equipment manufactured by different companies. John
Deerealso offersatrade-in program which allows school districtsto trade-in used John Deere
equipment for new machines.

When replacing old mowersand tractors, the District should consider replacing the equipment
with machines made by John Deerein order to take advantage of the trade-in program for its
lawn equipment needs. According to officials in South-Western and Columbus Public
Schools, thedealer’ strade-in priceisusually closeto thediscounted pricethedistrict 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. By taking
advantage of the trade-in program, the District should be able to increase productivity,
eliminate equipment downtime and reduce maintenance expenditures.

Under the District’s current system, work orders are generated by building secretaries who
then send the requeststo the superintendent’ s office. The maintenance employeereviewsthe
work request and then completes it in the order of importance with the highest emergency
related issues being completed first. After the work order is completed, the date it was
completed, thetimeit took to complete the task, and the materials used are recorded on the
work order form.

The maintenance employeeisrequired to complete the maintenance request form. However,
he is not required to complete a daily work log to allow his supervisor to monitor
productivity. Asaresult, it is unclear how much work the maintenance staff is completing
on adally basis.

The superintendent should require the maintenance employee to keep daily logs documenting
how work days are spent in 30 minute increments. The logs should be turned in weekly and
reviewed by the superintendent in an effort to monitor productivity. Completing the daily
logs will increase accountability and should further improve productivity. The information
recorded on the daily logs should be compared to the time recorded on the work orders
(F4.9) to ensure accuracy.

The maintenance employeeisresponsiblefor completing all the preventive maintenanceinthe
District. However, the District does not have a written preventive maintenance schedule
detailing when each task is to be performed, nor does it have alog book to record when the
preventive maintenance tasks are completed. It is unclear whether or not the preventive
maintenance is being done in the District. In addition, preventive maintenance has been
suspended on the three elementary school buildings and middle school building which will no
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longer be used after the new building is opened in FY 2001-02.

4.

I

A planned preventive maintenance program should be developed and implemented to help
maintain the Digtrict’s facilities. The District should develop preventive maintenance
schedules and log books for each facility. The schedules should identify the taskswhich are
to be performed. The log books should be reviewed periodically by the superintendent to
ensure this work is being done. In addition, forma preventive maintenance should be
continued on the building which will still be used after FY 2001-02.

An effective preventive maintenance program can decrease energy consumption, reduce
maintenance and capital expenditures, reduce the number of work orders, and improve
worker productivity by proactively maintaining equipment rather than responding to
breakdowns and emergencies. Furthermore, an effective preventive maintenance programis
vital in order to effectively and efficiently maintain the new building and to provide guidance
on the most effective use of the 23 year half-mill levy discussed in F4.19. In addition, the
District should consider utilizing custodians for preventive maintenance, since the
maintenance employeeis expected to maintain 133,831 squarefootagein FY 2001-02, which
is 58,831 square feet more than the AS& U Region 5 average (see F4.7). The effective use
of the custodians should ensure that the preventive maintenance program is successfully
implemented and maintained.
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F4.12 Table 4-11 showsthe average base salary for SLSD’ s maintenance staff for FY 1998-99 as
well as the staff’s average gross wages for 1998. The base salary for the maintenance
employeeis $26,312. However, the gross wages were $25,936, which is approximately 1.4
percent lower than the weighted average base salary. The table also shows the average base
salary and gross wages for the peer districts and the AS& U Region 5 average.

Table 4-11: Maintenance Department Salaries
FY 1998-99 Differenceasa
Average Base | 1998 Average' Per centage of

Position Salary Gross Wages Base Salary
Maintenance $26,312 $25,936 (1.4)%
SL SD Weighted Average $26,312 $25,936 (1.4)%
Peer Districts:

-Bridgeport $26,000 $22,649 (12.9)%

-Eastern 20,984 23,686 12.9%

-Green 22,926 22,209 (3.-)%
Peer District Average $24,056 $23,620 (1.8)%
Difference $2,256 $2,316 N/A
AS& U Region 5 Average $31,221 N/A N/A
Difference $(4,909) N/A N/A

Sour ces: SLSD treasurer’s office; payroll department; peer districts

11998 gross wages include half of FY 1997-98 salaries and half of FY 1998-99 salaries. 1998 gross wages are generally less
than FY 1998-99 base salaries because classified employees at SLSD, Bridgeport and Green each received wage increases
effective FY 1998-99.

Thebasesa ary for the maintenance employeeis$26,312, or approximately 9.4 percent higher
than the peer district average and approximately 15.7 percent lower than the AS& U Region
5 average. Although SLSD has the highest base salary, the District does not pay overtime
for hours worked in excess of the maintenance employee’s normal work week, but instead
givescompensatory time. According tothesuperintendent, theamount of compensatory time
given in ayear is very limited. However, SLSD should perform an analysis on the salary
associated with the maintenance position to determineif the salary is appropriate based upon
the job description and responsibilities. For further information on the salary structure see
the human resour ces section of this report.
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Contractual Issues

F4.13 Table 4-12 compares selected SLSD contractual issues and practices to the peer districts.

Table 4-12: Comparison of Contractual |1ssuesand District Practices

Issue

Southern

Bridgeport

Eastern

Green

Length of Scheduled

8 hours, with a 30 minute

8 hours, with a30

8 hours 30 minutes, with

8 hours, with a 30 minute

Work Day paid lunch minute paid lunch a 30 minute unpaid paid lunch
lunch

Actual Work Time 7 hours and 30 minutes 7 hours and 30 minutes 8 hours 7 hours and 30 minutes
Staffing Level District needs Minimum staffing Digtrict needs Digtrict needs
Deter mination requirements dictated by

contract.
Calamity Day Work Employees receive paid Nothing stated in Employees receive paid Employees receive paid
Requirement day off. contract. day off. day off.
Compensation for Receive compensatory Nothing stated in If required to report to Nothing stated in

Working on a Calamity time at regular rate of contract. work employees receive contract.
Day pay. time and ahalf for al
hours worked.

Use of Custodial Yes No Yes Yes
Substitutes
Minimum Call-in Pay 2 hours Paid for actua hours 2 hours 2 hours

worked
Evaluation Process and Employees areto be Employees areto be Employees areto be Employeesareto be

Frequency evauated annually. evauated annually. evauated annually. evaluated annually.
Basisfor Promotion Seniority Seniority Seniority Seniority
Ability to Subcontract Nothing stated in contract. | Nothing stated in No Yes

contract.

Sour ce: District labor agreements

F4.14 SL.SD’s custodians work only 7.5 hours a work day or 37.5 hours in a work week while
receiving the highest average base salary of $19,058 in FY 1998-99. In addition, SLSD’s
custodians cover the second least square footage of its peers. Although the Green Local
School District hasasimilar work day, its average base salary wasonly $13,414 in FY 1998-
99. Furthermore, Green Local School District’s custodians maintained the highest square
footage of its peers. Additionally, custodians at Eastern Local School District work 8 hours
awork day or 40 hoursawork week whilereceiving abase salary of $17,732in FY 1998-99.
See Table 4-9.
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During the next round of union contract negotiations, the District should try to increase the
length of the work week from 37.5 hours to 40 hours, in an effort to increase efficiency and
productivity. Thisisalso important considering SLSD’s custodians are paid approximately
12 percent more in base salary than its peers while covering less square footage.
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Ohio Revised Code Section 3317.01 alows the superintendent to declare up to five calamity
days for teaching and non-essential employees. Caamity days are defined as days 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 days in 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 daysfor essential or 12 month employees. Currently, SLSD provides calamity day
compensation for all employees. Classified staff required to work on a calamity day receive
compensatory time off at straight time. During FY 1998-99, SL.SD experienced eight days
as aresult of weather conditions.

The District should establish a policy which defines essential employees, including
administrators, building custodians, 12-month exempt employees and other personnel
necessary to prepare the District for re-opening following a calamity day. Additionally, the
District 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 il
A vacation day

A personal leave day
A day without pay

See the human resources section of this report for a more detailed discussion on the
Didtrict’s calamity day policy and related financial implications.

SLSD uses*“the 2 hoursminimum call inpay” very sparingly and only in cases of maintenance
emergencies. The minimum call in pay only affects the maintenance employee, who is not
paid overtime but is instead compensated through compensatory time. However, according
to the superintendent and the mai ntenance empl oyee, the amount of compensatory timegiven
inayear isvery limited.

Facilities Planning and Management

F4.17

There arethree elementary schools, one middle school, one high school, one stadium and one
bus garage at SLSD. The transportation personnel are responsible for cleaning the bus
garage, whilethe coaches are responsiblefor the upkeep of the stadium. For purposesof this
report, the bus garage and the stadium have been excluded from custodial square footage
calculations asthe custodians are not responsible for cleaning these areas. Thefivefacilities,
which are the focus of this report, have a combined square footage of 104,810.
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The high school and administrative offices are housed in one building. The average age of
the school buildings is about 58 years. The middle school building and one elementary
building are 70 years old, another elementary building is 69 years old, and the two other
school buildings are between 35 and 45 yearsold. The high school, which was built in 1960,
is the most recently constructed school building in the District. SLSD is currently
constructing an al inclusive K-8 school building and making additions and renovationsto the
high school. The total cost of the construction, additions and renovations will be
approximately $10 million. However, the District has recently passed a bond levy ($4.0
million) for new construction and has been awarded approximately $5.8 million through the
Ohio School Facilities Commission (OSFC) Classroom Assistance Program to fund capital
improvements a all District facilities. Although afinal decision has not been made yet, the
Digtrict is considering selling the existing elementary school buildings and maintaining the
middleschool building for additional storage space. At thispoint, the District cannot estimate
the market value of the various properties.

SLSD should reconsider its decision to maintain the middle school building for additional
storage space purposes. Given the Digtrict’s negative financia condition, it should dispose
of dl buildingsfor which thereis no future need. Allocating resourcesto maintain abuilding
that will not directly support instructional activities or key operational functions represents
unnecessary expenditure of the District’s very limited resources. Recelpts from the sale of
the closed buildings should be deposited to the permanent improvement fund to provide
resources for the capital needs of the District’s open buildings.

Revenue from the genera fund is used to support the maintenance and operation of the
Didtrict’s facilities. As shown in Table 4-13, the general fund provides approximately
$352,055 annually to pay for custodia and maintenance employees saaries and benefits,
suppliesand materials, purchased services, and capital outlay. Currently, the District doesnot
have a permanent improvement levy which could be utilized to finance future capital
improvement projects. Table4-13illustrates SLSD’sFY 1998-99 general fund maintenance
and operations facilities-related expenditures in terms of cost per square foot.
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Table 4-13: 1998-99 General Fund M& O Expenditures per Squar e Foot

AS&U

Peer Region 5
Expenditure Southern | Bridgeport | Eastern | Green | Average | Average
Custodial Salaries and Benefits $1.89 $1.33 $1.30 $0.82 $1.34 $1.43
Maintenance Salaries and
Benefits $0.33 $0.61 $0.25 $0.47 $0.42 $0.33
Pur chased Services $0.08 $0.27 $0.43 $0.33 $0.28 $0.67
Utilities $0.97 $0.53 $1.24 $0.83 $0.89 $1.07
Supplies/ Materials $0.10 $0.26 $0.37 $0.16 $0.22 $0.29
Capital Outlay N/A $0.11 $0.11 $0.04 $0.09 N/A
Other? N/A $0.00 $0.00 $0.00 $0.00 N/A
Total M& O Budget $3.37 $3.11 $3.70 $2.65 $3.21 $3.79
Total M& O Budget as % of
District Budget 9.3% 8.9% 11.7% 10.6% 10.1% 9.2%

Sour ces: Treasurer's office; peer districts; 1998 AS& U Maintenance & Operations Cost Study
! The $0.00 amounts are equal to less than $0.01.

F4.19

While SLSD’ s overall expenditures per square foot are dightly higher than the peer district
average, the Digtrict hasasignificantly higher custodial salariesand fringe benefits per square
foot than its peers. Thisis dueto its higher salary structure and generous benefit package.
In addition, SLSD’ s custodians maintain the second least square footage per custodian. See
Table 4-6 and the resulting finding and recommendation. SLSD spent significantly lower
amounts on purchased services and supplies/materials. This may be attributed to the higher
custodia salary structurewhich preventsfundsfrom being directed to purchased servicesand
supplies/materials.

The District does not have a permanent improvement levy to fund capital expenditures. As
noted previoudly, SLSD isin the construction phase of an al inclusive K-8 building. The
District recently passed, as part of the bond levy for the new construction, a23-year, half-mill
levy which will be used for the upkeep and maintenance of the newly constructed
elementary/middle school. The haf-mill levy is required by the Ohio Schools Facilities
Commission as a condition of receiving funds from the State of Ohio for construction and
renovations. Bridgeport schools was the only peer district which has a permanent
improvement levy. The permanent improvement levy (PIL) generated $83,888 in FY 1998-
99. However, Bridgeport schools was unable to provide data on how much of the PIL was
used to finance facilities related capital improvements.
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F4.20 H.B.412requiresschool districtsto establishfinancial set-asidesfor critical educational items
including textbooks and capital improvements. In FY 1998-99, districts were to begin
phasing in these set-asides with two percent of their general fund revenue dedicated to each
set-aside category. General fund revenueis defined as property taxes, other than homestead
and rollback, and basic state foundation aid. The set-aside amount increasesto three percent
in FY 1999-00 and is capped at three percent in subsequent years. SLSD’s FY 2000-01
forecast identifies $107,280 in general fund revenue for capital improvement set-asides. In
FY 2001-02, $110,220 isto be set aside; and in FY 2002-03, $113,220isto be set aside. For
further analysis of the capital improvement set-asides, see the financial systems section of
this report.

F4.21 Although SLSD has conducted some analysis of their facilities, the District does not have a
comprehensive facilities master plan (FMP) to address facility needs, including new schools,
building closures, additions, renovations and preventive maintenance. The lack of a
comprehensive FMP hinders a district’s ability to prioritize major renovations and
maintenance activities and aso hinders the district’s ability to perform long-range financial
planning and budgeting for facility renovations and maintenance needs. The development of
a comprehensive FMP will also provide the facilities support staff with a clearer, more
detailed plan for deploying its limited resources. Administrators can also use the document
to communicate funding requirements to the board and voters.

In addition, a comprehensive FMP can be used to provide a continuous basis for planning
educational facilities that will meet the changing needs of the community and can assist the
district in making more effective decisions regarding the allocation of limited resources to
achievethe district’ s goals and objectives. A comprehensive FMP can be used to determine
the appropriate number of schools required to serve both current and future student
populations; estimate the funding needed for repairs, renovations, and new construction;
document the need for school closings and consolidations; justify buying and selling
properties; and devel op cost-effective aternative uses for existing facilities.
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The District should develop a comprehensive FMP which contains historical information
about the District’s demographics and community characteristics; educational programs,
goals, and practices; enrollment projections; facility evauations and capital improvement
needs; capacity and space utilization analyses, an implementation plan and budget which
includes funding sources; and an evaluation process. When developing the plan, the District
should obtain input from a variety of sources including 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 shifts
in employment, which could impact the District. Furthermore, the completion of aFMP is
crucia sincethe District will beinvesting asubstantial amount of money in new construction.
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F4.22 Inthelast 10 years, SLSD’s student population has decreased by a total of 176 students.
According to Table 4-14, the student population has decreased annually from the 1990-91
school year through the 1999-00 school year, where enrollment is currently at its lowest
point. The head count datain Table 4-14 includes all the students enrolled in SLSD.

Table 4-14: Head Count History

Per cent of Change
From the
School Year Head Count Previous Y ear

1990-1991 957 N/A

1991-1992 944 (1.4)%
1992-1993 930 (1.5%
1993-1994 917 (1.4)%
1994-1995 887 (3.3)%
1995-1996 884 (0.3)%
1996-1997 864 (2.3)%
1997-1998 839 (2.99%
1998-1999 785 (6.4)%
1999-2000 781 (0.5%

Sour ce: EMIS enrollment report

F4.23 The District does not develop student enrollment projections, which is one of the key
components of a comprehensive FMP (R4.8). Enrollment projections are essentia for
determining the appropriate number of school buildings needed and are useful for estimating
staffing needs, projecting state funding, and developing five year financial forecasts. The
Ohio Department of Education (ODE) preparesenrol |ment projectionsfor each school district
in the state. These projections are made using live birth data and a grade-to-grade survival
ratio. Table 4-15 contains ODE’s 10-year enrollment projections for SLSD.

Facilities
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Table4-15: ODE’s 10-Year Enrollment Projection

Per cent of Change
School From the
Y ear Projection Previous Year

1999-2000 781 N/A

2000-2001 759 (2.8)%
2001-2002 737 (2.9%
2002-2003 710 (3.7%
2003-2004 688 (3.-)%
2004-2005 656 (4.7%
2005-2006 632 (3.7%
2006-2007 613 (3.00%
2007-2008 602 (1.8)%
2008-2009 588 (2.3)%

Sour ce: ODE'sDivision of Information Management Service

ODE is projecting SLSD’s enrollment will decrease by an average of 3.1 percent, or 21
students per year, over the next nine years.

The District should start devel oping enrol |ment proj ectionsaspart of the comprehensive FMP
recommended in R4.8. The methodology adopted should factor in live birth data, historical
enrollment and agrade-to-grade survival ratio. Becauseenrollment projectionsareavaluable
planning tool, they should bedoneannually. The District could usethe enrollment projections
to help determine the amount of state funding to be received in the future to complete
financial forecasts, to determine the appropriate number of teachers to hire and to evaluate
building usage and capacity.

SL SD studentsare currently occupying about 92.4 percent of the school buildings' functional
capacity, as shown in Table 4-16.

The capacity shown in Table 4-16 was developed using a standard methodology often
employed by educational plannersand other school districts. The capacity for the elementary
school buildingsiscalculated by multiplying the number of regular classroomsby 25 students
and the number of special education classrooms by 10 students. Classrooms used 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.
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Each school’ s capacity is shown in Table 4-16.

Table 4-16: Capacity Analysis

Y ear Building 1998-99 Over/(Under)
School Built Capacity Headcount Capacity Per cent
Elementary School (3):
Letart 1930 125 115 (20) 92.0%
Portland 1956 120 107 (13) 89.2%
Syracuse 1929 160 155 (5) 96.9%
Total Elementary Schools 405 377 (28) 93.1%
Middle School (1):
Southern Junior High* 1929 190 184 (6) 96.8%
Total Middle Schoal 190 184 (6) 96.8%
High Schools (1):
Southern High 1960 255 224 (31) 87.8%
Total High School 255 224 (31 87.8%
Overall Total 850 785 (65) 92.4%

Sour ces: SLSD business office; EMIS report

! Includesthe kindergarten building which is adjacent to the middle school.

As Table 4-16 indicates, SLSD is currently utilizing about 92.4 percent of the functional
capacity of its school buildings. Based upon the capacity usage percentages above, and the
fact that SLSD is building an al inclusive K-8 building, school closures do not currently
appear to be aconcern. The 92.4 percent is higher than the average industry standard of 85
percent. The 85 percent capacity isconsidered to be the break even point at which abuilding
isconsidered to be at full capacity utilization.
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F4.25 InFY 2001-02, SLSD will open one new building which will contain all students in grades
K-8. The District will then no longer use the existing three elementary buildings and one
middle school building. The OSFC utilized student data provided by the District when
determining the size of the new building. Table 4-17 shows SLSD’s FY 1998-99 school
building square footage and the projected FY 2001-02 school building squarefootage. While
SLSD is increasing school sguare footage by 29,021 sguare feet, the increase in square
footage does not appear to correlate with its future enrollment needs as projected in Table

4-15.
Table 4-17. School Square Footagein FY 1998-99 vs FY 2001-02
Type of Facility FY 1998-99 FY 2001-02 Difference
Elementary & Middle Schoals: 4 1 3
Total Square Feet 55,009 80,375 25,366
High School: 1 1 0
Total Square Feet 49,801 53,456 3,655
Total: 5 2 (3)
Total Square Feet 104,810 133,831 29,021

Sour ce: Superintendent’s office

Table 4-18 shows the capacity analysis using ODE projected FY 2001-02 headcounts for the
buildings which will be used during FY 2001-02.

Table 4-18: Projected Capacity Analysis

Y ear Building 2001-02 3 Over/(Under)

School Built Capacity Headcount Capacity Per cent
K-8 Building (1):
Southern K-8* 2001 650 526 (124) 80.9%
Total K-8 Schools 650 526 (124) 80.9%
High Schools (1):
Southern High 1960 2 298 211 (87) 70.8%
Total High School 208 211 (87) 70.8%
Overall Total 948 737 (211) 17.7%

Sour ce: Superintendent’s office and ODE’s Division of Information Management Service

L K-8isbuildi ng capacity was calculated by multiplying the number of regular classrooms by 25 students and the number of special

education classrooms by 10 students.

2In 2001, the high school will have an additional 3,655 square feet.

3 Projected head count
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Energy Management

F4.26

In 1985, the state legidlature passed House Bill (H.B.) 264 which authorizes school districts
to issuedebt without voter approval to finance capital projectswhich produceenergy savings.
The savings generated should equal or exceed the project cost. The law also states that as
long as H.B. 264 debt remains outstanding, the board of education isto monitor the energy
consumption for the buildings in which modifications were made, and the district is to
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. The resultant savings are to be certified by the school district
treasurer.

The Ohio School Facility Commission approved SLSD’s H.B. 264 proposal in 1994 for
$430,000. SLSD chose Landis & Gyr (now known as Siemens) to serve as the contractor.
Landis& Gyr indicated the District would not have any savings either through actual energy
savingsor in operational cost avoidance. Thiswaslargely dueto SLSD’sreliance on acoal-
based heating system. Most of the monies received from H.B. 264 were used to convert the
District’ scoa -based heating systemto either gasor propane. The EPA wasalso instrumental
inwhy the District converted to apropane/natural gas system because of pollution associated
with acoal-based heating system. Theenergy conservation measures completed included the
following:

1 Retrofitting the lighting in al the buildings
1 Retrofitting heating systems to different heating sources (propane or natural gas)

The treasurer stated that he did not track the costs from the H.B. 264 project and has no
documentation from previousreportsor anayses nor does he have documentation which was
provided to him by Landis & Gyr. Although the District has taken some steps to reduce
energy costs, the District has not developed an energy conservation program which details
specific steps that al employees can follow on a day-to-day basis.

The District should monitor the energy consumption for the high school athough, in all
probability, no real cost savings would be shown for the conversion from the coal-based
heating system. Cost savings would not be achieved because coal isamuch cheaper source
of energy than the propane currently being used. However, in the future, the retrofitted
lighting in all the buildings may contribute to reductions in energy savings. Therefore, the
District should immediately start keeping records to quantify cost savings.

In addition, the District should implement an energy management program to lower utility
costsin each school building. Thisisespecially important because the new building will have
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F4.27

additional electrical features that the current buildings do not have, which could result in
increased electrical consumption. Energy management programs, such as the one
implemented in Middletown-Monroe City School District, have the potential to save the
district 10 to 20 percent on annua utility bills. Middletown-Monroe City School District
contracted with Energy Education, amanagement consulting firm from WichitaFalls, 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 savings were not achieved, Energy Education would
reimburse the district the amount of any difference. Middletown-Monroe saved $181,000in
the first seven months of FY 1997-98. See the financial systems section of this report for
projected financial implications for the new building.

Financial Implication: Through the use of an energy management program, such asthe one
used in Middletown-Monroe, SLSD has the potential to save approximately $10,000
annually in utility costs based on FY 1998-99 utility expenditures.

Due to deregulation of the gas industry, school districts can purchase gas from any supplier
and pay the local utility to transport the gas. SLSD does not purchase self-help or
deregulated gas.

The Digtrict should investigate ways to take advantage of the purchase of deregulated gas.
Such purchases could potentially save the District significant money which could be applied
either toward facility-related projectsor educational programs. For example, South-Western
School District saved approximately $320,000 in utilities expenditures through the purchase
of deregulated gas from FY 1995-98. Likewise, Canton City School District estimated that
it saved approximately $68,700 with the purchase of deregulated gas during FY 1997-98.
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Financial | mplications Summary

Thefollowing table represents asummary of the annual cost savingsfor the recommendationsin this
section of thereport. For the purpose of thistable, only recommendati ons with quantifiable financia
impacts are listed.

Summary of Financial Implicationsfor Facilities

Recommendation Annual Cost Savings

R4.1 Reduction of one custodial position $24,775
R4.9 Implement an energy savings program. $10,000
Total $34,775
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Conclusion Statement

Inthepast, funding for SLSD’ scapital improvement needs, estimated to be approximately 20 million,
has been limited. The District has not had a levy to fund capital improvements and all funding for
capital improvements has come from the general fund. However, the District has recently passed a
bond levy ($4.0 million) for new construction and has been awarded approximately $5.8 million
through the Ohio School Facilities Commission (OSFC) Classroom Assistance Program to fund
capital improvements at al district facilities, including construction of a new building. 1n addition,
with the passage of the bond levy, one half mill isbeing set aside for capital maintenance of the new
facility. TheDistrictiscurrently inthe process of construction of the new elementary/middle school.
Thisnew school is projected to be completed in March of 2001 for use for the 2001-02 school year.
The new school will replace the existing three elementary schools and one middle school.

A basic component of sound capital planning isan accurate capacity analysis. The District has never
assessed its school capacity. An accurate capacity analysis needs to be conducted to alow the
Didtrict to adequately plan for the future. Particularly important to this analysis are District
demographics such as student head count, enrollment projections and predicted enrollment changes.
According to the enroliment projections completed by the Ohio Department of Education, a
continuous decline in enrollment is projected for SLSD. A decline in enrollment, along with the
increased square footage available with new construction and additions will lower the capacity rate
from 92.4 percent for FY 1998-99 to 77.7 percent for FY 2001-02 which is below the 85 percent
industry average.

A second component of sound capital planning is the existence of accurate enrollment projections.
The District does not currently complete enrollment projections. Accurate enrollment projections
need to be completed to allow the District to plan for the future and to determine the appropriate
number and size of schools. Theenrollment projection should cover aten-year period and be updated
annually. The method of projecting enrollment should be approved by the board of education.

SLSD’ssix (5.5 FTES) custodians maintained the second lowest square footage per employee when
compared to its peers. The average square footage per custodial employeeis currently 19,056. In
addition, the custodians salary and benefits were significantly higher per square foot than any of the
peer digtricts. This is largely due to the District’s higher salary structure and generous benefits
package. The replacement of the three elementary schools and the middie school will increase the
total square footage coverage of the custodians and will place the square footage closer to its peers.
However, the District should consider, after the new construction iscompleted, reducing itscustodial
staff by one FTE.

SLSD’ s maintenance employee maintained the lowest square footage per employee when compared
to the three peer districts. The replacement of the three elementary schools and the middle school
will significantly increase the total square footage coverage of the maintenance employee and will
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placethe squarefootage per employee morein linewith the peer average. The District’ smaintenance
employee has the highest average base salary of the peer districts.

Despite taking some steps to reduce energy costs, SL SD has not devel oped an energy conservation
program which details specific steps that all employees can follow on a day-to-day basis. Although
SLSD’ sutility expendituresarethe second lowest per squarefoot among its peers, the District should
be cognizant of the fact that the new construction will dramatically increase the overall square
footage. An increase in square footage will probably increase utility costs. Additionally, the new
building will have additional electrical features that the current buildings do not have, which could
alsoresultinincreased el ectrical consumption. TheDistrict shouldimplement an energy management
program to lower utility costs.
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Trangportation

Background

Organization Chart

The chart below provides an overview of the organizational structure and staffing levelsin full-time
equivalents (FTE) for the Southern Local School District (SLSD) transportation department.

Chart 5-1: Transportation Department

Superintendent

Transportation Supervisor
(0.1 FTE)

ﬁ‘ﬁ

Mechanic Bus Drivers
(L.4FTE) (5.0 FTE)

Organization Function

Thetransportation department’ sprimary responsibility isto provide asafe, efficient and economically
effectivemethod of transporting studentsto and from school. SLSD currently does not transport any
non-public school students. The District’ stransportation department operatesits own fleet of school
buses, providing transportation to all students in the District who reside one mile or more from the
high school. SLSD usesthis criteria because al students are transported to the high school where
they then board the bus which istraveling to their school. Inaddition, the District will also transport
students who live less than one mile away from their school if their residence is on an existing bus
route.
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Summary of Operations

In FY 1997-98, the average daily membership for SLSD, as reported by the Ohio Department of
Education, was 792. District buses for the regular transportation program traveled
approximately148,140 miles, carrying 627 public students daily. During the morning bus routes,
some students are picked up and dropped off at their school if the school is on the bus route. All
students who are not dropped off at a school are transported to the high school. Once at the high
school, the students board the bus which transports students to each of the different elementary and
middle schools. During the afternoon routes, the same transportation routes are used except they are
donein reverse.

In FY 1997-98, the specia education program transported six students daily using various
transportation means. District buses, traveling approximately 18,000 miles, carried four of the special
education students. The District transported one special need student with aparent/guardian contract
and transported another special needs student by a contracted other vehicle.

Overdl, the SLSD’s vehicles traveled approximately 166,140 miles, transporting 631 students.
Combining all methods of transportation, the District provided transportation for 633 students at a
cost of $323,368. Approximately 40 percent, or $127,770 of the transportation expenditures were
funded by the state.

Saffing

The following table displays the staffing levels for the transportation department for FY 1998-99.
Thisis aso the same staffing level which isin effect for FY 1999-00. The District has one full-time
employee who splits his time in three different positions: transportation supervisor, bus driver and
mechanic. Accordingly, thisemployeeisrepresented inthetablebelow as0.1 FTE, 0.5 FTE and 0.4
FTE, respectively.

Table5-1. Staffing Level

Number of Full-Time
Position Employees Equivalents
Transportation Supervisor 1.0 0.1
Bus Drivers 10.0 5.0
M echanic/Mechanic Helper 2.0 14
Total 13.0 6.5

Source: SLSD transportation department
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Financial Data

Thefollowing table showsthe actual transportation expendituresfor the past two fiscal yearsand the
budgeted transportation expendituresfor the current fiscal year. Thetransportation expendituresfor
FY 1998-99 shown below are the costs as reported on the 4502 Report. However, these
expenditures do not reconcileto the T-2 and T-11 Formswhich were filed with the Ohio Department
of Education (F5.8). For operational analyses performed throughout this section, the expenditures
as reported on the T-Forms will be used.

Table5-2: Financial Table

Actual Actual Budget

FY 1997-98 FY 1998-99 FY 1999-00

Component Expenditures Expenditures Expenditures
Salaries $156,618 $159,314 $166,399
Benefits $74,739 $95,999 $104,393
Pur chased Services $9,142 $9,540 $9,734
Materials & Supplies $59,917 $42,190 $54,000
Subtotal $300,416 $307,043 $334,526
Capital $53,010 $54,157 $56,000
Total $353,426 $361,200 $390,526

Source: FY 1997-98 and FY 1998-99 4502 Report; FY 1999-00 appropriation worksheets

The transportation expenditures in total have not fluctuated significantly from FY 1997-98 to FY
1998-99. However, therewas a 28 percent increasein benefitsand a 30 percent decreasein materias
and supplies from FY 1997-98 to FY 1998-99. The treasurer of SLSD attributes the 28 percent
increase in benefits to the District switching to a self-insurance plan during FY 1998-99; he aso
attributed the decrease in materials and suppliesto less supplies being needed to repair buses. Based
upon the actual expenditures from FY 1997-98 and FY 1998-99, the budgeted expenditures for FY
1999-00 appear to be reasonable.
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Table 5-3 details some of the basic operating statistics for each of the peer districts.

Table5-3: Operational Statistics and Ratios

FY 1998-99 Southern Bridgeport Eastern Green
Operational Statistics:
Eligible Students
- Regular students 627 753 837 742
- Special needs 6 0 5 4
- Total 633 753 842 746
Expenditures
- Regular students $289,025? $171,113 $266,712 $277,344*
- Special needs $34,3432 $0 $6,524 $21,692
- Total $323,368 $171,113 $273,236 $299,036
State Reimbursements
- Regular students $121,248 $109,254 $140,290 $110,181
- Special needs $6,522 $0 $4,257 $2,210
- Bus purchase allowance $21,254 $15,283 $33,528 $21,419
- Other bus reimbursement $0 $0 $0 $0
- Total $149,024 $124,537 $178,075 $133,810
Miles Driven
- Regular students 148,140 98,820 149,040 134,820
- Special needs 18,000 0 10,000 0
- Total 166,140 98,820 159,040 134,820
Operational Ratios:
Regular Students: Yellow Bus
- Cost per Mile $1.95 $1.72 $1.79 $2.05
- Cost per Bus $32,114 $21,389 $24,247 $30,740
- Cost per Student $461 $226 $319 $375
- Students per Bus 70 94 76 82
- Cost per Student $461 $266 $319 $375
all methods
Special Needs Students:
- Cost per Student $5,724 $0 $1,305 $5,423
all methods
School Sites
- Public 5 4 2 3
- Non-public 0 4 0 0
Active Buses 10 8 11 9
Spare Buses 3 4 3 5
Square Milesin District 85.0 16.0 115.0 34.9

Source: FY 1998-99 T-1, T-2 and T-11 Forms; FY 1998-99 4502 report and foundation settlement sheets; interviews

! The amount which is included on the T-2 Form includes the amount expended for special needs transportation. Those
expenditures have been deducted to show the actual transportation expenditures related to regular students.
2 The actual expenditures for SLSD include the corrections which were required based upon F5.8.
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Thefollowing table providesthe number of staff and full-time equivaents (FTE) by position for each
of the peer districts for FY 1999-00.

Table5-4: Peer District Staffing L evel Comparison

Staffing Southern Bridgeport Eastern Green
No. FTE No. FTE No. FTE No. FTE
Super visor 1.0 0.1 1.0 0.3 10 0.0 0.0 0.0
Bus Driver 10.0 5.0 8.0 4.0 11.0 4.3 9.0 5.6
M echanic/Helper 20 14 0.0 0.0 10 1.0% 1.0 1.0
Total 13.0 6.5 9.0 4.3 130 5.3 10.0 6.6

Sour ce: Transportation departments of each school district

! Thetransportation supervisor at Eastern Local School District isafull-timeteacher who receives asupplemental contract to fulfill
the transportation supervisor position. He does not work a set number of hours per day as supervisor and does not fill out atime
sheet.

2 Eastern Local School District also has a part-time mechanic who is called on an as-needed basis. He is not guaranteed a set
number of hours each day or each week.
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Performance Measures

The following is a list of performance measures that were used to conduct the anaysis of the
transportation department:

Assessment of District’s transportation practices 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 specia

needs transportation):

- Cost per mile, cost per bus and cost per student

- Bus capacity utilization

- Comparative bus driver wage rates and benefits

- Effectiveness of coordination between the special education department and the
transportation department to assure efficient transportation of special needs students

Effectiveness and efficiency of transportation routing

- Manua or computerized routing

- Assessment of District’s bell schedules to support tiered routing

Assessment of department staff and personnel matters

- Review of the collective bargaining agreement

- Anaysisof bus driver salaries based upon actual hours worked for the District

- Analysis of absenteeism and leave usage

Assessment of bus fleet

- Review of busfleet and required capital investment

- Review of District’s practices regarding school bus replacement.

Transportation 5-6



Southern Local School District Performance Audit

Findings/ Commendations/ Recommendations

Policy

F5.1 Statelaw requires school districtsto provide transportation for resident students, gradesK -

F5.2

8, who live more than 2.0 miles from their assigned school or who have physical or mental
disabilities that make walking impractical or unsafe. The law a so states that transportation
of high school students or intra-district open enrollment is optional .

The Southern Local School District’s Board of Education has not formally adopted a
transportation policy for the students of the District. However, it is the practice of the
transportation department to provide transportation to all students in grades kindergarten
through twelve who live more than one mile from the school in their designated area. This
practice exceeds the state minimum standards of two miles for grades kindergarten through
eight. Inaddition, the department providestransportation to those studentswho livelessthan
one mile from the high school provided that their residence is on a regular bus route.
However, due to the geographical layout of the District, locations of the schools and lack of
sidewalks, itisnot possiblefor the District to require studentsto walk to school. TheDistrict
doesnot currently transport any non-public school students. Asrequired by the Ohio Revised
Code (ORC), the District also provides transportation to resident students with physical or
mental disabilities that make walking impossible or unsafe.

The following table shows how the transportation policy of SLSD compares to those of its
peer districts.

Table 5-5: Transportation Policies

Ohio Revised
Transportation Policy Code Southern® Bridgeport Eastern Green
K 2 mile 1 mile 1 mile 0.5 mile No mile limit
1-8 2 mile 1 mile 1 mile 0.5 mile No mile limit
9-12 Not Required 1 mile 1 mile 0.5 mile No mile limit
Intra-district open
enrollment Optional Yes No 0.5 mile Yes

Source: District’ s policies
! The District currently does not have a board adopted transportation policy; however, these are the current practices
of the transportation department.
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The Didtrict currently has an intra-district open enrollment policy where e ementary students
can attend any elementary school regardless of the location of their residence. However, this
does not pose significant operational issues for the transportation department because the
District picksup all studentsinthemorning and transportsthem to the high school wherethey
then board the bus which is going to their school. The transportation department uses this
method of transportation because of the size of the District, the use of aone-tiered bell system
and the location of the schools.

SL.SD should adopt a transportation policy for the District. This policy should include why
students are being transported, how students will be transported, what students will be
transported, mile limitations for eligibility to receive transportation, hazard exceptions and
transportation of non-public students. In addition, the transportation policy should include
the responsibilities of the bus driver during the transportation of students.

The District utilizes one starting and ending time for all of its schools. All students are
transported to the high school were the students will then switch to the bus that is going to
the school of their destination.

Southern Local School District (SLSD) and Eastern Local School District (ELSD) utilize a
one-tiered bell schedule while Green Local School District (GLSD) utilizes atwo-tiered bell
schedule. The one- tiered bell system limits the number of runsthat asingle bus can makein
the morning and evening to one run per bus. The two-tiered bell system allows each busto
have two runs.

Bridgeport Exempted Village School District (BEV SD) operates under aone-tiered system
inthe morning and atwo-tiered system in the afternoon. During the morning, abuswill pick
up students as they are on their route and drop students off at their school; the bus will then
continue on itsroute. Using this system, BEV SD has an average of 94 students per busin
the morning and an average of 47 students per bus in the afternoon. This system is very
unique and would only apply to BEV SD because they transport students to four non-public
schools who have the same starting time as BEV SD but different ending times.

Because of the total number of square miles within SLSD, it isunrealistic for the District to
operate any system other than a one-tier system. The result is that the District is limited to
only one run per bus. Table 5-6 compares the total number of square miles between the
districts and the average number of square miles covered by each of the regular, active
transportation buses.
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Table 5-6: Square Mile Analysis

Southern Bridgeport Eastern Green
Number of Square
Miles 85.0 16.0 115.0 34.9
Number of Active
Regular Buses 9 8 11 9
Square Mile per
Active Regular Bus 94 20 10.5 3.9

Source: Transportation departments

F5.7

Because of the average number of square miles which each bus is responsible for within
SLSD, the use of a one-tiered bell schedule and one run per bus route appears to be
maximizing the operations of the transportation department. If the District switched to a
multi-tiered bell schedule, the likely result would be higher operational costs due to the
increased driving which would be required.

Currently, the transportation department of SLSD uses a manual routing system which is
designed from historically developed routes. Annually, the transportation supervisor adjusts
the bus routes for the transportation of students who were not transported in the previous
year. The use of acomputerized routing system would provide no immediate benefit to the
District asthey arecurrently transporting approximately 70 regular studentsfor every one bus
in operation (see F5.11 and C5.1).

During FY 2001-02, SLSD will open one new school which will house all kindergarten
through eighth grade students. In addition, the four schools which are currently being used
for these grade levels will be closed. 1t may be beneficia for the District to utilize arouting
software package such as Versalrans to accurately design bus routes for FY 2001-02. In
recent performance audits, pricing for transportation routing software was acquired. It is
estimated that transportation routing software will cost approximately $15,000 and
implementation costs are estimated at $3,000.

Sate Funding

F5.8 School districts must file annua forms with the Ohio Department of Education (ODE)

regarding their transportation services. These forms are used by ODE to determine the
reimbursement amount districts will receive related to their regular and specia needs
transportation programs.
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The state funding for regular transportation is passed through to the District in the state
foundation payments twice a month. The state bases the amount of the current year funding
on the prior year’ sinformation until the T-1 Form is completed in October. The amount of
funding is then adjusted the following January. For FY 1998-99, the District’ s funding was
generated by cost per milefor Typel transportation. The District received $121,248 for the
transportation of regular education students. This state funding represents approximately 42
percent of the District’ s transportation costs related to regular education students.

The T-Forms submitted by SLSD for FY 1998-99 contained inaccurate data. An interview
with the transportation supervisor revealed the following errorsinrelation to the T-1 Forms:

I The total dollar amount of supplies was double counted which resulted in an
overstatement of supply expenditures of $20,166.

The annual salary of the specia need bus driver was incorrectly included on the T-1
Form; however, it was correctly included on the T-11 Form. His salary was
approximately $10,050.

The state reimburses districts for special need transportation at arate of $6 per day and fifty
percent of the additional costs. The District reportstheir costsonthe T-11 Form. SLSD did
not include the benefit costs of approximately $8,023 for the special needsbusdriver. These
benefit costs include insurance benefits and also estimated payments to the State Employees
Retirement System (SERS). The District also understated the amount of expenditures
associated with maintenance and repair by approximately $1,100. Total understatement of
expenditures is approximately $9,123. If the District would have correctly reported the
expenditures, the District could have recelved approximately $4,562 in additional state
reimbursements.

A
N

The District should submit corrected FY 1998-99 T- Forms to the ODE. In addition, the
District should devel op proceduresto ensure that accurate reports are prepared and that they
reconcile to the 4502 Report which contains all detailed expenditures for the District.
Included in the preparation of these reports should be representatives from the transportation
department, treasurer’ s office and superintendent’ s office whose signatures on these forms
certify the accuracy of the data reported. In addition there should be areview process by a
person that isindependent of the datagathering processto ensurethe policy wasfollowed and
accurate amounts are reported to the Ohio Department of Education. SLSD should contact
ODE to receive the necessary assistance and training in meeting these objectives.

The accuracy of these reports is necessary to ensure the District receives the maximum
allotment of funding without overstating amounts and possibly incurring a liability for the
funds they receive based on the overstatement of the numbers. In addition, the ability to

Transportation 5-10



Southern Local School District Performance Audit

capture accurate District operational dataisvital in devel oping comparative statistics used by
ODE, the District and the community stakeholders.

Because the District receives their reimbursement based upon the per mile basis for regular
transportation, the double counting of the expenditure would not result in aliability to ODE.
However, even though it is not directly used for reimbursement purposes, the informationis
important for devel oping comparative statisticsand trends on both astatewideand local level.
In addition, ODE uses the information to ensure school districts have not been reimbursed
more than their actual expenditures for regular needs transportation.

Financial Implication: The understatement of specia needs transportation expenditures on
the T-11 Form and not including the benefits associated with the special needs bus driver
resulted in an under reimbursement of approximately $4,562.

General Operations

F5.9 Approximately 630 regular education public studentsare eligiblefor transportation within the
SLSD boundaries. Non-public students are students who live within SLSD boundaries but
attend private or parochial schools. The District does not currently transport any non-public
students. The overall cost to transport a SLSD regular education student, for all methods of
transportation, is $461 based on FY 1998-99 actual expenditures.

As with most school districts, the cost for SLSD to transport special needs students is
dramatically higher than the cost to serveregular education students. An estimated six special
needs students were eligible for transportation. The cost per specia needs student for all
types of specia needstransportation during FY 1998-99 was $5,724 or $5,263 morethan the
cost to serve regular education students. The following factors contribute to the higher cost
for special needs student transportation within SLSD:

I There were only four special need students which were transported on District buses
and they were taken to Meigs Local School District. The reason the District
transported these studentsto this school was because they required special education
which SLSD was not able to provide them.

One student was transported to Athens, Ohio every day due to his handicap. The
District transported this student utilizing acontracted other vehicle at an approximate
cost of $14,000 per year.

A parent/guardian contract was used to transport one student during FY 1998-99 for
his physical therapy. This contract is no longer in existence for FY 1999-00.
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Thefollowing table detail sthe number of studentsand cost per student for regular and specia

needs students.

Table5-7. Transportation Cost

Eligible Students

FY 1998-99 Costs

Cost per Student

Regular Education 627 $289,025 $461
Special Needs 6 $34,343 $5,724
Total 633 $323,368 $511

Source: FY 1998-99 T-1, T-2, T-11 Forms and SL SD transportation department

F5.10 Performance of transportation services can be measured by various means. Table 5-8
presents selected operating ratios for SLSD and other peer districts for regular education

students.

Table 5-8: Regular Education Operational Ratio Peer Comparison

Regular Education Peer
FY 1998-99 Southern Bridgeport Eastern Green Average
District Buses:
Operational Data:
Active Buses 9 8 11 9 9
Average Driver Wage $14.35 $10.02 $10.48 $12.04 $11.72
Operational Ratios:
Cost per Mile $1.95 $1.72 $1.79 $2.05 $1.88
Cost per Bus $32,114 $21,303 $24,247 $30,740 $27,101
Cost per Student $461 $226 $319 $375 $345
Students per Bus 70 o4t 76 82 81
Number of Students 627 753 837 737 739
Payment In Lieu of
Transportation:
Cost per Student N/A $172 N/A $138 $155
Number of Students N/A 4 N/A 5 5
All Modes of Transportation:
Cost per student $461 $226 $319 $375 $345
Number of Students 627 757 837 742 741

Sour ce: Transportation department’s FY 1998-99 T-1 and T-2 Forms and interviews

! Thisis the students per bus ratio for the morning routes. Bridgeport operates a one-tier system in the morning and
atwo-tier system in the afternoon. Therefore, the students per bus average in the afternoon would be 47.

Transportation
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F5.11

Regular needs operational ratioswithin the SLSD transportation department do not compare
favorably with those of its peer districts. The District has the highest cost per student on
District buses of $461, as compared to Bridgeport Exempted Village, Eastern Local and
Green Local School Districts at $226, $319 and $375 respectively. The cost per bus of
$32,114 at SLSD was also the highest among the peer districts with the cost per bus at
Bridgeport, Eastern and Green at $21,303, $24,247 and $30,740 respectively (Table 5-8).
The following are explanations to the contributing factors that explain SLSD’s higher
operating cost:

I SLSD contains 85 square miles which averages 9.4 square miles per active regular bus
(F5.6 and Table 5-6).

SLSD paystheir bus drivers a a higher average hourly rate and average yearly rate than
the corresponding rates of the peer districts (F5.14).

SLSD pays bus drivers for hours which they do not work (F5.15). However, as noted
in Table5-10, all the districts examined during this audit have guaranteed hoursfor their
bus drivers.

SLSD pays supplemental contracts to four drivers for routes driven in addition to their
regular routes (F5.16). Overall, the District is paying salaries to drivers for time which
they are not driving routes within the District (R5.4 and R5.5).

SLSD gives each employee a full benefits package regardiess of the number of hours
worked by the employee. The District pays 100 percent of the cost (F5.22).

SLSD compensates their bus drivers for high number of holidays. See the Human
Resour ces section for further analyses.

The District does not use routing software to design bus routes. Instead, routes and stops
are manually designed based upon historically established cluster, corner and door-to-door
stops. SLSD iscurrently designing busroutesin order to obtain the optimal efficiency level.
Table5-8 showsthat the District operates one busfor every 70 studentswho receive regular
transportation. It isindustry standard that bus capacity utilization should be approximately
80 percent. The magjority of the buses which the District operates are 71-passenger buses.
Therefore, the Digtrict’ s estimated bus capacity utilization is 99 percent.

Based upon the one-tier system which the Digtrict utilizes, the 85 square miles within the
Didtrict and the estimated 99 percent bus capacity utilization, it is believed that the
transportation department is obtaining optimal efficiency levels in transporting regular
transportation students.
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C5.1 TheSLSD transportation department is properly utilizing the capacity of their buses. During
FY 1998-99, the District’ stransportation department transported 627 regul ar transportation
students on nine regular transportation buses which equals one bus for every 70 students.

F5.12 Thefollowing tableillustrates the specia needs transportation operational ratios of the peer

districts. The emphasisof the comparison ison the cost of transportation per student by the
various methods used to transport special needs students.

Table 5-9: Special Needs Operational Ratios Peer Comparison

Special Needs Education Peer
FY 1998-99 Southern | Bridgeport Eastern? Green Average

District Buses:

Operational Data:

Average Driver Wage $13.22 N/A $10.48 N/A $11.85
Operational Ratios:

Cost per Mile $1.11 N/A $0.65 N/A $0.88

Cost per Student $4,995 N/A $1,305 N/A $3,150

Number of Students 4 N/A 5 N/A 4
Contracted Other Vehicles:

Cost per Student $14,000 N/A N/A $5,423" $9,712

Number of Students 1 N/A N/A 2 2
Parent/Guardian Contract:

Cost per Student $365 N/A N/A $5,423" $2,894

Number of Students 1 N/A N/A 2 2
All Modes of Transportation:

Cost per Student $5,724 N/A $1,305 $5,423 $4,151

Number of Students 6 N/A 5 4 5

Sour ce: Transportation department’s T-11 Form and interviews

! This is the amount that was reported on by the district on their FY 1998-99 T-11 Form. There are four separate
contracts (based upon mileage and days) to transport these four individuals. Average cost per student was determined
by taking the total costs expended divided by the total number transported.

2 The special needs students which Eastern Local School District transports do not require aspecial bus. Therefore,
they are able to transport them on regular transportation buses. The costs associated with transporting these students
are equal to the additional salaries paid above the four hours a day guaranteed to bus drivers.

The SLSD’s transportation department transports four special needs students on District
operated buses to Meigs Local School District at a high cost of $4,995 per student. In
addition, the District transports one special needs student by contracted other vehicle to
Athens, Ohio at a cost of $14,000 per student and one special needs student by
parent/guardian contract (for hisphysical therapy appointments) at acost of $365 per student.
The students transported to Meigs Local School District and Athens, Ohio are students with
specia education needs which cannot be met at SLSD.
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R5.3 TheDisdtrict should analyze the current method of transporting the one special needs student
by contracted other vehicleto determine other more cost-efficient methods of transportation.
The $14,000 cost per student represents a significant cost to the district. A more cost-
efficient method could generate cost savings to the district to assist with its financial
condition. One option would be for the District to reduce the current reimbursement rate of
$.50 per mile to the federal rate of $.325 per mile and negotiate an additional hourly
reimbursement rate so that the total annual compensation paid islessthan $14,000. Another
option would befor the District to negotiate a parent/guardian contract for the transportation
of this one specia needs student, which would generate significant cost savings.

Personnel

F5.13 Table5-10 presents an analysis of key contractual issues among the peer districts that have
the potential to affect the cost effectiveness of providing transportation services.

Table5-10: Comparisons of Transportation Staff Contractual |ssues

Southern Bridgeport Eastern Green
Number of Guaranteed
Hours:
BusDrivers 4 hours per day 4 hours per day | 4 hours per day | 3 hours per day
Monitor JAides N/A N/A N/A N/A
Substitutes None None None None
I n-service days N/A3 hourly rate hourly rate hourly rate
Pre-trip, fueling and 35 minutes* 4 hours per Included inthe | Included inthe 3
cleaning* whichisincluded | month 4 hours of hours of
inthe4 guaranteed guaranteed hours
guaranteed hours hours per day per day
per day
Overtime None Hours worked Hours worked Hours worked in

inexcessof 40 | inexcessof 40 | excessof 40
hours per week | hours per week | hours per week or
all hours greater
than normal work

day
Route Bidding:
Annual By seniority By seniority By seniority By seniority
Vacancy By seniority, no By seniority, no | By seniority, no | By seniority, no
limit limit limit limit
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Southern Bridgeport Eastern Green
Benefits:

Sick Leave 15 days with 15 days with 15 days with 15 days
maximum maximum maximum maximum
accumulation of accumulation accumulation accumulation of
250 days of 250 days of 250 days 205 days

Sick Leave Attendance None stated 0 days used: None stated None stated

Incentive $100; 1 day
used: $75
Number of Guaranteed
Hours:

Vacation Vacation isonly Vacation is Vacation is Vacation is only
available to 12- only available only available available to 12-
month employees | to 12-month to 12-month month employees

employees employees

Personal L eave 3 days 3 days 3 days 3 days

Personal Leave Attendance | 0 days used: $150 | O days used: None stated 0 days used: $105

Incentive 1 day used: $100 | $100; 1 day 1 day used: $70
2 daysused: $50 | used: $75 2 days used: $35
Holidays 10 days 8 days 7 days 6 days

Probation Period None stated 90 days None stated 30 days
Evaluation Process and Annually Annually or Annually None Stated
Frequency Semi-annually

depending

upon seniority
Ability to Sub-contract Yes Yes Yes Yes

Sour ce: Union contracts

! According to an interview with the transportation supervisor, bus drivers are allowed approximately 15 minutes per
day to get to their first bus stop and also about 2 hours per week for the cleaning of their bus. This equates to
approximately 35 minutesper day. However, thisisnot part of the contract between the Southern Local School District

Board of Education and Local 453.

2 According to the contract, the board of education has the ability to sub-contract, but lay-offs can not occur because

of subcontracting.

3 Busdriversat SLSD are salaried personnel. Therefore, no compensation is given for in-service days.
4 These time frames are district policies and are not specified within the union contracts with the exception of
Bridgeport Exempted Village School District.

Transportation
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F5.14 The SLSD transportation employees are represented by the Ohio Association of Public
School Employees (OAPSE)/AFSCME Local 453 (Loca 453). The contract between the
board of education and Local 453 (in effect from July 1, 1997 through June 30, 2000) states
that all bus drivers are salaried personnel. Busdrivers are guaranteed four hours of pay per
day if they work both their morning and evening routes. However, because they are salaried
personnel, they do not receive overtime. As noted on Table 5-8, the average hourly bus
driver wage was $14.35 and the peer average was $11.72 per hour. All of the districts
examined in this performance audit guarantee hoursfor their bus drivers (Table5-10). The
following table shows the average yearly salary in comparison with the peer districts and the
peer averages based upon the bus driver’ s hourly wage for each of the districts.

Table5-11: Comparison of Yearly Salaries

Average Hourly Average Daily
School District Guaranteed Hours Driver’'sWage Rate! Average Yearly Rate?
Southern 4 hours $14.35 $57.40 $10,332
Bridgeport 4 hours $10.02 $40.08 $7,214
Eastern 4 hours $10.48 $41.92 $7,546
Green 3 hours $12.04 $36.12 $6,502
Peer Average 3.75 hours $11.72 $43.95 $7,911

Sour ce: District treasurer’s offices

! This amount is equal to the guaranteed hours times the average hourly bus driver’ s wage for FY 1999-00.
2Thisamount isequal to the average daily ratetimesthe 180 school daysfor ayear. All of thesedistrictsalso pay their
bus driversfor holidays, but each district compensates their employees for adifferent number of holidays. Therefore,
for this comparison, only 180 days were used.

R5.4 SLSD should perform an analysis on the salaries paid to bus drivers to determineif they are
being paid an appropriate amount based upon their job description and responsibilities. On
average, the Didtrict is paying an average yearly salary of $10,332 to each bus driver which
is $2,421 more than the peer average. See the Human Resources section for further
analyses.

F5.15 Busdrivers are guaranteed four hours of pay per day if they work both their morning and
evening routes. Becausethey are salaried personnel, they do not receive overtime. Table5-
12 shows the effective hourly rates of bus drivers based upon the time it takes to drive the
route, time to get to their first stop and time allowed to clean the bus each day.
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Table 5-12: Estimated Hourly Rates (Nor mal Routes)

Estimated Estimated Per centage of Actual
Route Daily Hours Yearly Hours | Guaranteed Hours Yearly Working

# Daily Trip? Worked? Worked?® Actually Worked* Salary® Hourly Rate®
1 1 hr 30 min 2 hrs05min | 395 hrs50 min 52.1% $10,850 $27.41
2 2 hrs 10 min 2 hrs45 min | 522 hrs 30 min 68.8% $11,550 $22.11
3 3 hrs00 min 3 hrs35min | 680 hrs50 min 89.6% $10,050 $14.76
4 2 hrs 10 min 2 hrs45min | 522 hrs 30 min 68.8% $10,350 $19.81
5 1 hr 22 min 1 hr 57 min | 370 hrs 30 min 48.8% $11,550 $31.17
8 2 hrs 10 min 2 hrs45min | 522 hrs 30 min 68.8% $10,350 $19.81
9 1 hr 30 min 2 hrs05 min | 395 hrs50 min 52.1% $11,550 $29.18
11 2 hrs20 min 2 hrs55 min | 554 hrs 10 min 72.9% $10,150 $18.32
14 2 hrs20 min 2 hrs55 min | 554 hrs 10 min 72.9% $10,250 $18.50
15 2 hrs 10 min 2 hrs45min | 522 hrs 30 min 68.8% $11,550 $22.11

Sour ce: Transportation departments records and FY 1999-00 salary schedules.

! Thisisthe total estimated time spent driving for each route on a given day.

2 Estimated daily hoursworked includes not only the daily trip for each bus driver but also approximately 15 minutesaday to arrive
at their first stop from their point of destination and approximately 20 minutes a day to clean their bus.

3 Estimated hours worked in a year is based upon atotal of 190 days (180 working days and 10 paid holidays).

4 Percentage of guaranteed hours actually worked is equal to the estimated yearly hours worked divided by the total guaranteed
hours per year (760 hours).

5 FY 1999-00 yearly salaries according to the treasurer’s office and contract between board of education and Local 453

6 Effective hourly rate based upon FY 1999-00 yearly salary and estimated yearly hours worked

py)
o1

The average bus driver works 2 hours and 39 minutes each day or only 73.7 percent of their
guaranteed four hours per day. Theresult isthat each bus driver is overpaid an average of
1 hour and 21 minutes each day or 256 hours and 30 minutes a year. Based upon this
information and the average hourly wage for bus drivers of $14.35 per hour, the District paid
approximately $36,800 in salaries for which no work was performed.

During contract negotiations between the board of education and Local 453, the District
should lower the number of guaranteed hours given to bus drivers from four hours per day
to three hours per day. For any hours worked in addition to the guaranteed hours, the
District should pay for actual hours worked. In review of the annual salaries of al the bus
driversand lengths of theregular routes, it was determined that the District is overpaying bus
driversfor timenot worked. By decreasing the number of guaranteed hours, the District will
decrease the number of hours which they are paying for which there is no work being
performed.

Transportation
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Financial Implication: The reduction of the guaranteed hours from four hours per day to
three hours per day will realize an annual savings of $27,265 (based upon the current average
hourly bus drivers wage).

F5.16 In addition to providing transportation to the five main buildings within the District, the
transportati on department must al so transport District studentsto variouslocationsfor special
education or vocational education. The District paysthe busdriversasupplemental contract
of $3,150 for driving an additional route in addition to their normal route in the morning and
the evening. Table 5-13 showsthe hourly rate based upon thetimethat it takesto drive this
additional route each day. In addition, the table shows how many hoursthe busdriver drives
in aday including the regular route and the additional route.

Table 5-13: Estimated Hourly Rates (Additional Routes)
Estimated Estimated Estimated Estimated
Route Regular Additional Daily Additional Supplemental Hourly
# Route* Routé? Driving® Hours' Salary® Rate®
2 2hrs45min | 1hr20min | 4hrs05min | 253 hrs 20 min $3,150 $12.43
5 1hr57min | 1hrO0Omin | 2hrs57 min | 190 hrs 00 min $3,150 $16.58
9 2hrs05min | 1hr00min | 3 hrs05min | 190 hrs 00 min $3,150 $16.58
15 2hrs10min | 1 hr00min | 3 hrs10min | 190 hrs 00 min $3,150 $16.58
Sour ce: Transportation departments records and FY 1999-00 salary schedules

! Total daily hours working for the regular route as shown in Table 5-11

2 Total estimated time to drive the additional route each day

% Total estimated time the driver spends working each day based upon the regular route and the additional route

“ Total estimated additional hours worked in ayear by driving the extra route

5FY 1999-00 yearly supplemental salaries according to the treasurer’ s office and contract between board of education
and Local 453

8 Estimated hourly rate based upon FY 1999-00 supplemental salary and total estimated hoursfrom the additional route

SLSD is responsible for taking students to other locations in addition to the five main
buildings. Thisrequiresacouple of driversto drive additional miles other than their regular
routes. Under the contract, all busdriversare guaranteed four hours of pay for daysworked.
However, the people who are driving both regular routes and additional routes do not drive
more than the four hours which they are guaranteed. The District paysthem a supplemental
contract for driving the extratime.

The District believesthat when the new building and four existing buildingsare closed during
FY 2001-02, three of these additional routes will no longer exist. One (route #15) will till
be needed for the transportation of vocational education students to Meigs Local School
Digtrict.
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SLSD should eliminate the three supplemental contracts for the additional routes during the
next contract negotiations. The only route which will continue to be needed is the route to
transport vocational education students to Meigs Local School District.

Financial Implication: The elimination of the three supplemental salaries will realize an
annual savings of $9,450.

Throughout the school year, it is necessary for the District to use the services of the
transportati on department to providetransportation for variousfield trips, athl etic eventsand
other extracurricular activities. Seniority of the bus drivers determines who drives which
activities. The Local 453 union contract requires that bus drivers be paid at arate of $8.68
per hour for driving a bus during such activities.

All costs associated with driving District buses for field trips, athletic events and other
extracurricular activities are charged back to the appropriate department. By charging the
department, expenditures will be properly classified by department and/or building which
better illustrates actual costs.

By setting the hourly rate for extra trips lower than the hourly rate for their regular routes,
the District is able to expend more money on education rather than on salaries and benefits.
Because of the contract with Local 453, costs associated with transportation for
extracurricular activities are kept at minimum.

While the contract between the board of education and certified employees provides an
attendance incentive program for both personal leave and sick leave, the contract between the
board of education and classified employees contains only an attendance incentive program
for personal leave. Under this attendance incentive program, the District will pay employees
on the final payroll in June a bonus based upon the following scale:

» Employees who use zero personal days during the fiscal year receive a $150 bonus.

» Employees who use one personal day during the fiscal year receive a $100 bonus.

» Employees who use two personal days during the fiscal year receive a $50 bonus.

SLSD’ s transportation employees averaged 5.1 days of sick leave and 2.2 days of personal
leavein FY 1998-99. Theagreement with Local 453 doesnot require an employeeto provide
aphysician’'smedical certificate and areturn to duties release form if absent for an extended
period of time. Further analysis on leave usage is covered in the Human Resour ces section
of this report.
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Regularly scheduled bus routes to be bid for the upcoming school year are posted ten days
prior to the scheduled bid date. Bid routes are awarded to the employee with the highest
seniority of those who placed a bid. Bus drivers retain their bus route for the entire year
unless they receive a new bus route after bidding on a vacant route. In the event a route
becomes vacant or a new route is established after the school year has begun, the District
posts the route for bid ten days prior to the schedule bid date and awarded as mentioned
above. Asaresult, hisor her route becomes available for bid. Since 1991 when the current
transportation supervisor assumed the position, only four bus routes have been bid.

To prevent future problems from occurring, SL SD should limit the number of runsto be bid
upon in an effort to restrict the domino effect and keep bus drivers on their assigned routes.
Thisprocedure also allowsbusdriversto become familiar with the route, students and school
personnel, while students and school personnel become familiar with the bus driver.

All employees receive afull benefits package regardless of the number of hours worked per
week. Based upon the contract, 100 percent of the benefit costs are paid by the District. In
comparison, the boards of Bridgeport and Green require transportation employees to
contribute towards the monthly premiums. Seethe Human Resour ces section of thisreport
for more information and the corresponding recommendation(s).

Bus Fleet

F5.23

The transportation department operates 10 buseswith 4 spares. Operating statisticsthat are
commonly used to review the age and condition of the busfleet are based on the average bus
age and the average mileage by model year. The SLSD’s bus fleet has an average age of 11
years.

There are no state guidelines for bus replacement. A general consensus among the Ohio
Department of Education, private bus contractors and transportation departments is that
buses should be replaced at 12 years of age or 200,000 miles for diesel buses and 150,000
miles for gasoline buses. However, regardless of age or mileage, as long as a bus can pass
inspection, the district may continue to use the bus for transportation. In FY 1998-99,
SLSD’sbusfleet of 14 passed inspection by the Ohio Highway Patrol. During FY 1999-00,
1 of the 14 buses was not placed through the inspection of the Ohio Highway Patrol because
the Digtrict felt the bus was getting too old. They are currently in the process of replacing
it. SLSD currently has nine busesin its fleet that exceed the parameter for replacement due
to age. Of the nine buses, two exceed the replacement guidelines due to mileage.
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F5.24 Table5-14 providesthe number of busesby model year, seat capacity and an average mileage
for the model year.

Table5-14: BusFleet Analysis

Number of Buses by Seat
Capacity Current

v [ [ [ o | Mo
1982 1 1 129,170
1983 1 1 2 114,633
1984 1 1 153,179
1985 2 2 200,356
1986 2 2 174,887
1987 1 1 155,849
1991 1 1 109,431
1995 2 2 49,452
1998 2 2 18,822
Total 1 2 11 14

Source: SLSD’ s transportation department

Note: All of the buses use diesel fuel with the exception of the 1983 handicap bus which uses
gasoline fuel.

! Thisbusisno longer being used by the District and has not gone through the Ohio Highway Patrol
inspectionfor FY 1999-00 and the District isinthe process of sellingit. A replacement bus hasbeen
ordered and is expected to arrive during the FY 2000-01 school year.

In FY 1998-99, the District purchased one 71-passenger regular needs school bus at an
approximate cost of $53,000.
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F5.25 Table 5-15 illustrates that the District would need to spend approximately $500,000 to
upgrade the bus fleet in order to be consistent with general replacement guidelines.
Table5-15: Bus Replacement Plan

Regular Bus Lift/Handicapped Bus Total
Estimated Estimated Estimated
Replacement Replacement Replacement
Current Bus Condition $55,000 $60,000 Cost
200,000+ miles 2 N/A $110,000
12+ years 6 1 $390,000
Total 8 1 $500,000

Source: Transportation department
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Bus replacement is funded in part by the state and the balance by the school district. Each
school district is reviewed independently by ODE using acomplex formulato determine the
regular bus purchase allowance. SL SD doesnot have abusreplacement schedule. However,
it is the Digtrict’s practice to purchase a bus when enough money is accumulated in the
transportation budget from the state’ s bus purchase alowance.

The Digtrict should prepare aformal bus replacement plan. Included in this plan should be
the number of buses to be replaced each fiscal year along with the average age at the time of
replacement and the estimated cost of replacement. Further, the District should investigate
and anayze the various potential funding methods for the bus purchases. The funding
method(s) selected should be included in the bus replacement plan.

The SLSD’s transportation department employs one full-time mechanic and one part-time
mechanic helper to service the District’s 14 buses and 2 other board owned vehicles. The
following tableillustrates operational dataincluding the number of mechanicsand servicemen
(in FTEs) employed to service District buses and other vehicles as compared with the peer
districts.
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Table5-16: Mechanic Staffing L evels by Peer District

Operational Data Southern | Bridgeport Eastern Green A\'/Dsrez;ge
Number of Mechanics/Servicemen (in
FTESs) 14 N/A* 1.0? 10 11
Buses per M echanics/Servicemen 10.0 N/At 14.0 14.0 12.7
All Vehicles per Mechanic/Servicemen 114 N/At 16.0 16.0 145
Avg. Mechanic’sHourly Wage Rate $11.38 N/A? $10.55 $13.33 $11.75

Source: School districts’ transportation departments

! Bridgeport Exempted Village School District does not have amechanic on staff. They contract out all maintenance
work on district vehicles.

2 Eastern Local School District has one part-time mechanic that they call on an as-needed basis. However, he does not
work a set number of hours each week or day.
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The SL SD employs one mechanic and one part-time mechanic hel per to servicethe District’s
14 buses and two other vehicles in its transportation department. SLSD has the lowest al
vehicles ratio of 11.4, as compared to the peer average of 14.5. However, this can be
attributable to the part-time mechanic which was hired to help with a bus fleet with an
average age 11 years (F5.24). Inaddition, the average mechanic’ shourly wageisinlinewith
the peer average of $11.75 per hour.

Hiring a part-time mechanic to help with an older fleet hel ps keep down the costs associated
with paying the full-time mechanic overtime. Even though this results in a lower ratio
between mechanics and vehicles serviced, it helps the District realize a cost savings in not
paying higher costs resulting from overtime hours worked.

At the beginning of each school year, the District bids several itemswhich the transportation
department usesconsistently. Some of theseitemsincludediesel fuel, gasoline, engineoil and
grease. The Digtrict then awards a one year contract for each of these items to the best
bidder. In addition, the vendor who has been awarded the bid over the past several years
deducts the federa fuel tax from the retail price.

The development of specifications and selection of vendors via contracts or competitive
bidding helps ensure that the District is receiving the best possible rates for all services and
assists the Digtrict in identifying available vendors.

Transportation
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F5.30 Busdrivers are responsible for fueling their bus every morning before their route. In order
to fuel their bus, the breaker must be turned on inside the bus garage. The only individuals
with keys to the bus garage are the transportation supervisor and the head mechanic. This
control procedure prevents the use of fuel for activities which are not related to the District.
The amount of fuel used is entered into the software package which the transportation
department utilizes to track total costs associated with each vehicle.

@)
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The control procedures that are in place to monitor fuel usage prevents the use of fuel for
activities which are not related to the District.

Transportation 5-25



Southern Local School District Performance Audit

Financial | mplications Summary

Thefollowing table representsasummary of additional revenue and onetime cost savingscosts. This
table represents the savings that Southern Local School District could potentially realize without
utilizing aprivate contractor. For the purposes of thistable, only recommendationswith quantifiable
financia impacts are listed.

Summary of Financial Implicationsfor Transportation

Additional Cost Savings
Recommendations Revenue (annual)
R5.2 Special needstransportation reporting errors $4,562
R5.5 Reduction in guaranteed hours $27,265
R5.6 Reduction in supplemental contracts $9,450
Total $4,562 $36,715

Actua versus estimated annual cost savings could vary greatly depending on the total number of
buses reduced due to changes in transportation policies and efficiencies in routing. The estimated
cost from the bus replacement addressed in Table 5-15 is not included in the above table. The
capital outlay required for the bus replacement plan is estimated at $500,000.
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Conclusion Statement

The Southern Local School District’s (SLSD) transportation department is currently operating at a
high cost with respect to the transportation of regular and special needs students. Significant factors
that explain the District’ shigh operating costsarethelargeland areawhich the District encompasses,
paying higher average hourly and yearly bus driver salaries in comparison with the peer districts,
paying bus drivers for hours which they do not work, paying supplemental contracts to bus drivers
for additiona time spent driving beyond the time of their normal routes, giving full benefit packages
to employees regardless of the number of hours which they work and paying for a high number of
holidays. Additionally, the filing of inaccurately prepared transportation reports with the Ohio
Department of Education and the inability to secure supporting documentation for reported data has
hindered the department’ s ability to ensure accountability and measure performance.

In order to redlize significant reductions in operating costs, there are severa options SLSD should
consder such asthe following: performing an analysis on bus driver’s salaries to determine if they
are being paid appropriately based upon job descriptions and responsibilities, renegotiating the way
bus drivers are paid so they are only paid for hours worked, eliminating supplemental contracts for
bus drivers and anayzing the current benefits that are given to the part-time employees.

The transportation department should develop procedures to ensure that accurate reports are
prepared when determining the number of students transported on District buses. All actual
expenditures should be reported to the Ohio Department of Education in order to ensure that the
Didtrict receives the maximum allotment of funding and also accurate comparative statistics which
will be beneficial to the District and the community. In addition, representatives from the
transportati on department, treasurer’ soffice and superintendent’ s officewho sign theseforms should
take responsibility for certifying the accuracy of the data reported.

While the District is currently optimizing the bus capacity utilization under the one-tier method, it
may be beneficial for the District to purchase routing software to help aid the District in designing
bus routes when one new building is opened in the FY 2001-02 school year and four other schools
are closed. The software could help the District design bus routes so the District could continue
operating the transportation department with high bus capacity utilization.
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