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Dave Yost - Auditor of State

INDEPENDENT AUDITOR’S REPORT

Shelby City School District
Richland County

25 High School Avenue
Shelby, Ohio 44875

To the Board of Education:
Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, each major fund,
and the aggregate remaining fund information of the Shelby City School District, Richland County, Ohio
(the District), as of and for the year ended June 30, 2015, and the related notes to the financial
statements, which collectively comprise the District's basic financial statements as listed in the table of
contents.

Management’s Responsibility for the Financial Statements

Management is responsible for preparing and fairly presenting these financial statements in accordance
with accounting principles generally accepted in the United States of America; this includes designing,
implementing, and maintaining internal control relevant to preparing and fairly presenting financial
statements that are free from material misstatement, whether due to fraud or error.

Auditor's Responsibility

Our responsibility is to opine on these financial statements based on our audit. We audited in accordance
with auditing standards generally accepted in the United States of America and the financial audit
standards in the Comptroller General of the United States’ Government Auditing Standards. Those
standards require us to plan and perform the audit to reasonably assure the financial statements are free
from material misstatement.

An audit requires obtaining evidence about financial statement amounts and disclosures. The procedures
selected depend on our judgment, including assessing the risks of material financial statement
misstatement, whether due to fraud or error. In assessing those risks, we consider internal control
relevant to the District's preparation and fair presentation of the financial statements in order to design
audit procedures that are appropriate in the circumstances, but not to the extent needed to opine on the
effectiveness of the District's internal control. Accordingly, we express no opinion. An audit also includes
evaluating the appropriateness of management’'s accounting policies and the reasonableness of their
significant accounting estimates, as well as our evaluation of the overall financial statement presentation.

We believe the audit evidence we obtained is sufficient and appropriate to support our audit opinions.

88 East Broad Street, Tenth Floor, Columbus, Ohio 43215-3506
Phone: 614-466-3402 or 800-443-9275 Fax: 614-728-7199
www.ohioauditor.gov
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Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, each major fund, and the aggregate remaining
fund information of the Shelby City School District, Richland County, Ohio, as of June 30, 2015, and the
respective changes in financial position thereof and the budgetary comparison for the General Fund
thereof for the year then ended in accordance with the accounting principles generally accepted in the
United States of America.

Emphasis of Matter

As discussed in Note 3 to the financial statements, during the year ended June 30, 2015, the District
adopted Governmental Accounting Standards Board (GASB) Statement No. 68, Accounting and Financial
Reporting for Pensions — an amendment of GASB Statement No. 27 and also GASB Statement No. 71,
Pension Transition for Contributions Made Subsequent to the Measurement Date. We did not modify our
opinion regarding this matter.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require this presentation to
include Management’'s discussion and analysis and schedules of net pension liabilities and pension
contributions listed in the table of contents, to supplement the basic financial statements. Although this
information is not part of the basic financial statements, the Governmental Accounting Standards Board
considers it essential for placing the basic financial statements in an appropriate operational, economic,
or historical context. We applied certain limited procedures to the required supplementary information in
accordance with auditing standards generally accepted in the United States of America, consisting of
inquiries of management about the methods of preparing the information and comparing the information
for consistency with management’s responses to our inquiries, to the basic financial statements, and
other knowledge we obtained during our audit of the basic financial statements. We do not opine or
provide any assurance on the information because the limited procedures do not provide us with sufficient
evidence to opine or provide any other assurance.

Supplementary Information
Our audit was conducted to opine on the District’s basic financial statements taken as a whole.

The Schedule of Federal Awards Receipts and Expenditures presents additional analysis as required by
the U.S. Office of Management and Budget Circular A-133, Audits of States, Local Governments, and
Non-Profit Organizations and is not a required part of the financial statements.

The schedule is management’'s responsibility, and derives from and relates directly to the underlying
accounting and other records used to prepare the basic financial statements. We subjected this schedule
to the auditing procedures we applied to the basic financial statements. We also applied certain
additional procedures, including comparing and reconciling the schedule directly to the underlying
accounting and other records used to prepare the basic financial statements or to the basic financial
statements themselves in accordance with auditing standards generally accepted in the United States of
America. In our opinion, this schedule is fairly stated in all material respects in relation to the basic
financial statements taken as a whole.
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Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated February 19,
2016, on our consideration of the District's internal control over financial reporting and our tests of its
compliance with certain provisions of laws, regulations, contracts and grant agreements and other
matters. That report describes the scope of our internal control testing over financial reporting and
compliance, and the results of that testing, and does not opine on internal control over financial reporting
or on compliance. That report is an integral part of an audit performed in accordance with Government
Auditing Standards in considering the District’s internal control over financial reporting and compliance.

A

Dave Yost
Auditor of State
Columbus, Ohio

February 19, 2016


jrhelle
Yost Signature
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SHELBY CITY SCHOOL DISTRICT
RICHLAND COUNTY, OHIO

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2015
(UNAUDITED)

The management’s discussion and analysis of the Shelby City School District’s (the “District”) financial
performance provides an overall review of the District’s financial activities for the fiscal year ended June 30, 2015.
The intent of this discussion and analysis is to look at the District’s financial performance as a whole; readers should
also review the basic financial statements and the notes to the basic financial statements to enhance their
understanding of the District’s financial performance.

Financial Highlights
Key financial highlights for 2015 are as follows:

+ In total, net position of governmental activities increased $382,449 which represents a 4.00% increase from the
2014’s restated net position.

*  General revenues accounted for $18,745,188 in revenue or 80.36% of all revenues. Program specific revenues
in the form of charges for services and sales, grants and contributions accounted for $4,579,935 or 19.64% of total
revenues of $23,325,123.

*  The District had $21,724,960 in expenses related to governmental activities; only $4,579,935 of these expenses
were offset by program specific charges for services and sales, grants or contributions. General revenues
supporting governmental activities (primarily taxes and unrestricted grants and entitlements) of $18,745,188 were
adequate to provide for these programs in addition to the special item cash disbursements of $1,217,714 during
fiscal year 2015.

e The District’s major funds are the general fund and the classroom facilities fund. The general fund had
$19,227,637 in revenues and $17,567,197 in expenditures. During fiscal year 2015, the general fund’s fund
balance increased $1,660,440 from $5,446,264 to $7,106,704.

*  The classroom facilities fund had $27,176 in revenues, $3,293 in expenditures and ($1,217,714) in a special item.
The special item was a direct effect of the District’s close out of the Ohio Facilities Construction Commission
project. This process resulted in a $1,217,714 refund to the Ohio Facilities Construction Commission. During
fiscal year 2015, the classroom facilities fund’s fund balance decreased $1,193,831 from $2,467,880 to
$1,274,049.

Using these Basic Financial Statements

This annual report consists of a series of financial statements and notes to those statements. These statements are
organized so the reader can understand the District as a financial whole, an entire operating entity. The statements
then proceed to provide an increasingly detailed look at specific financial activities.

The Statement of Net Position and Statement of Activities provide information about the activities of the whole
District, presenting both an aggregate view of the District’s finances and a longer-term view of those finances. Fund
financial statements provide the next level of detail. For governmental funds, these statements tell how services
were financed in the short-term as well as what remains for future spending. The fund financial statements also look
at the District’s most significant funds with all other nonmajor funds presented in total in one column. In the case of
the District, the general fund and the classroom facilities fund are the only major funds.



SHELBY CITY SCHOOL DISTRICT
RICHLAND COUNTY, OHIO

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2015
(UNAUDITED)

Reporting the District as a Whole
Statement of Net Position and the Statement of Activities

While this document contains the large number of funds used by the District to provide programs and activities, the
view of the District as a whole looks at all financial transactions and asks the question, “How did we do financially
during 2015?” The Statement of Net Position and the Statement of Activities answer this question. These statements
include all (non-fiduciary) assets, deferred outflows, liabilities, deferred inflows, revenues and expenses using the
accrual basis of accounting similar to the accounting used by most private-sector companies. This basis of accounting
will take into account all of the current year’s revenues and expenses regardless of when cash is received or paid.

These two statements report the District’s net position and changes in net position. This change in net position is
important because it tells the reader that, for the District as a whole, the financial position of the District has improved
or diminished. The causes of this change may be the result of many factors, some financial, some not. Non-
financial factors include the District’s property tax base, current property tax laws in Ohio restricting revenue growth,
facility conditions, required educational programs and other factors.

In the Statement of Net Position and the Statement of Activities, the governmental activities include the District’s
programs and services, including instruction, support services, operation and maintenance of plant, pupil
transportation, extracurricular activities, and food service operations.

The District’s statement of net position and statement of activities can be found on pages 19-20 of this report.
Reporting the District’s Most Significant Fund
Fund Financial Statements

The analysis of the District’s major governmental funds begins on page 14. Fund financial reports provide detailed
information about the District’s major funds. The District uses many funds to account for a multitude of financial
transactions. However, these fund financial statements focus on the District’s most significant funds. The District’s
major funds include the general fund and the classroom facilities fund.

Governmental Funds

Most of the District’s activities are reported in governmental funds, which focus on how money flows into and out
of those funds and the balances left at year-end available for spending in future periods. These funds are reported
using an accounting method called modified accrual accounting, which measures cash and all other financial assets
that can readily be converted to cash. The governmental fund financial statements provide a detailed short-term
view of the District’s general government operations and the basic services it provides.  Governmental fund
information helps to determine whether there are more or fewer financial resources that can be spent in the near
future to finance educational programs. The relationship (or differences) between governmental activities (reported in
the Statement of Net Position and the Statement of Activities) and governmental funds is reconciled in the basic
financial statements. The basic governmental fund financial statements can be found on pages 21-25 of this report.

Reporting the District’s Fiduciary Responsibilities

The District is the trustee, or fiduciary, for its scholarship programs. This activity is presented as a private-purpose
trust fund. The District also acts in a trustee capacity as an agent for individuals. These activities are reported in an
agency fund. All of the District’s fiduciary activities are reported in separate statements of fiduciary net position
and changes in fiduciary net position on pages 26 and 27. These activities are excluded from the District’s other
financial statements because the assets cannot be utilized by the District to finance its operations.
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MANAGEMENT’S DISCUSSION AND ANALYSIS

FOR THE FISCAL YEAR ENDED JUNE 30, 2015
(UNAUDITED)

Notes to the Basic Financial Statements

The notes provide additional information that is essential to a full understanding of the data provided in the
government-wide and fund financial statements. These notes to the basic financial statements can be found on pages
29-67 of this report.

Required Supplementary Information

In addition to the basic financial statements and accompanying notes, this report also presents certain required

supplementary information concerning the District’s net pension liability. The required supplementary information
can be found on pages 69 through 76 of this report.

THIS SPACE INTENTIONALLY LEFT BLANK



SHELBY CITY SCHOOL DISTRICT
RICHLAND COUNTY, OHIO

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2015
(UNAUDITED)

The District as a Whole

The statement of net position provides the perspective of the District as a whole.

The table below provides a summary of the District’s net position at June 30, 2015 and June 30, 2014. The net position
at June 30, 2014 has been restated as described in Note 3.

Net Position
Restated
Governmental Governmental
Activities Activities
2015 2014
Assets
Current and other assets $ 19,344,799 $ 17,877,702
Capital assets, net 23,344,941 23,970,907
Total assets 42,689,740 41,848,609
Deferred Qutflows of Resources
Unamortized deferred charges on debt refunding 102,766 -
Pension 1,625,129 1,320,179
Total deferred outflows of resources 1,727,895 1,320,179
Liabilities
Current liabilities 3,312,736 2,230,194
Long-term liabilities:
Due within one year 549,827 430,522
Due in more than one year:
Net pension liability 22,186,816 26,358,418
Other amounts 18,570,374 18,538,317
Total liabilities 44,619,753 47,557,451
Deferred Inflows of Resources
Property taxes levied for next year 4,962,848 5,164,660
Pensions 4,005,908 -
Total deferred inflows of resources 8,968,756 5,164,660
Net Position
Net investment in capital assets 6,468,484 6,668,262
Restricted 3,022,593 4,223,778
Unrestricted (deficit) (18,661,951) (20,445,363)
Total net position $  (9,170,874) $  (9,553,323)

During 2015, the District adopted GASB Statement 68, “Accounting and Financial Reporting for Pensions—an
Amendment of GASB Statement 27,” which significantly revises accounting for pension costs and liabilities. For
reasons discussed below, many end users of this financial statement will gain a clearer understanding of the District’s
actual financial condition by adding deferred inflows related to pension and the net pension liability to the reported net
position and subtracting deferred outflows related to pension.
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MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2015
(UNAUDITED)

Governmental Accounting Standards Board standards are national and apply to all government financial reports
prepared in accordance with generally accepted accounting principles. When accounting for pension costs, GASB 27
focused on a funding approach. This approach limited pension costs to contributions annually required by law, which
may or may not be sufficient to fully fund each plan’s net pension liability. GASB 68 takes an earnings approach to
pension accounting; however, the nature of Ohio’s statewide pension systems and state law governing those systems
requires additional explanation in order to properly understand the information presented in these statements.

Under the new standards required by GASB 68, the net pension liability equals the District’s proportionate share of
each plan’s collective:

1. Present value of estimated future pension benefits attributable to active and inactive employees’ past service
2 Minus plan assets available to pay these benefits

GASB notes that pension obligations, whether funded or unfunded, are part of the “employment exchange” — that is,
the employee is trading his or her labor in exchange for wages, benefits, and the promise of a future pension. GASB
noted that the unfunded portion of this pension promise is a present obligation of the government, part of a bargained-
for benefit to the employee, and should accordingly be reported by the government as a liability since they received the
benefit of the exchange. However, the District is not responsible for certain key factors affecting the balance of this
liability. In Ohio, the employee shares the obligation of funding pension benefits with the employer. Both employer
and employee contribution rates are capped by State statute. A change in these caps requires action of both Houses of
the General Assembly and approval of the Governor. Benefit provisions are also determined by State statute. The
employee enters the employment exchange with the knowledge that the employer’s promise is limited not by contract
but by law. The employer enters the exchange also knowing that there is a specific, legal limit to its contribution to the
pension system. In Ohio, there is no legal means to enforce the unfunded liability of the pension system as against the
public employer. State law operates to mitigate/lessen the moral obligation of the public employer to the employee,
because all parties enter the employment exchange with notice as to the law. The pension system is responsible for the
administration of the plan.

Most long-term liabilities have set repayment schedules or, in the case of compensated absences (i.e. sick and vacation
leave), are satisfied through paid time-off or termination payments. There is no repayment schedule for the net pension
liability. As explained above, changes in pension benefits, contribution rates, and return on investments affect the
balance of the net pension liability, but are outside the control of the local government. In the event that contributions,
investment returns, and other changes are insufficient to keep up with required pension payments, State statute does not
assign/identify the responsible party for the unfunded portion. Due to the unique nature of how the net pension liability
is satisfied, this liability is separately identified within the long-term liability section of the statement of net position.

In accordance with GASB 68, the District’s statements prepared on an accrual basis of accounting include an annual
pension expense for their proportionate share of each plan’s change in net pension liability not accounted for as
deferred inflows/outflows.

As a result of implementing GASB 68, the District is reporting a net pension liability and deferred inflows/outflows of
resources related to pension on the accrual basis of accounting. This implementation also had the effect of restating net
position at June 30, 2014, from $15,484,916 to ($9,553,323).

Over time, net position can serve as a useful indicator of a government’s financial position. At June 30, 2015, the
District’s liabilities plus deferred inflows of resources exceeded assets plus deferred outflows of resources by
$9,170,874.
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RICHLAND COUNTY, OHIO

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2015
(UNAUDITED)

At year end, capital assets represented 54.69% of total assets. Capital assets include land, land improvements,
buildings and building improvements, furniture, fixtures and equipment and vehicles. Net investment in capital assets
at June 30, 2015, was $6,468,484. These capital assets are used to provide services to the students and are not
available for future spending. Although the District’s investment in capital assets is reported net of related debt, it
should be noted that the resources to repay the debt must be provided from other sources, since capital assets may not
be used to liquidate these liabilities.

A portion of the District’s net position, $3,022,593, represents resources that are subject to external restriction on how
they may be used.

The graph below shows the District’s assets, deferred outflows of resources, liabilities, deferred inflows of resources
and net position at June 30, 2015 and June 30, 2014. The amounts at June 30, 2014 have been restated as described in
Note 3.

Governmental Activities

$60,000,000
$50,000,000 +——
$40,000,000 -
$30,000,000 -
$20,000,000 -
$10,000,000 -
$- $(9,170,874) | $(9,553,323)
$(10,000,000) |1 I 2015 | 2d14 (restated)
$(20,000,000)

$53,588,509
$44,417,635

$52,722,111
$43,168,788

ONet Position

BLiabilities & Deferred Inflows

DOAssets & Deferred Outflows

The table below shows the change in net position for fiscal years 2015 and 2014. The net position at June 30, 2014 has
been restated as described in Note 3.

Change in Net Position
Governmental Activities

Restated
2015 2014
Revenues
Program revenues:
Charges for services and sales $ 1,232,811 $ 1,165,155
Operating grants and contributions 3,332,189 3,274,053
Capital grants and contributions 14,935 92,675
General revenues:
Property taxes 6,374,106 5,945,731
Income taxes 2,619,334 2,524,036
Grants and entitlements not restricted 9,699,226 9,117,755
Investment earnings 13,096 9,669
Miscellaneous 39,426 32,300
Total revenues 23,325,123 22,161,374
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SHELBY CITY SCHOOL DISTRICT
RICHLAND COUNTY, OHIO

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2015

(UNAUDITED)
Change in Net Position
Governmental Activities
Restated
" 2015 " 2014
EX@I’]SES
Programexpenses:
Instruction:
Regular 8,461,413 8,995,868
Special 3,349,304 3,364,782
Vocational 116,659 151,173
Other 7,503 25,644
Support services:
Pupil 967,715 820,353
Instructional staff 618,398 986,375
Board of Education 61,907 71,408
Administration 1,434,659 1,366,469
Fiscal 685,236 710,183
Operations and maintenance 1,774,469 2,246,975
Pupil transportation 1,038,782 932,227
Central 287,041 184,296
Operation of non-instructional services:
Other non-instructional services 184,127 143,502
Food service operations 1,046,216 1,080,325
Extracurricular activities 668,485 659,478
Interest and fiscal charges 769,520 1,089,116
Bond issuance costs 253,526 -
Total expenses 21,724,960 22,828,174
Special items (1,217,714) -
Changes in net position 382,449 (666,800)
Net position at beginning of year (restated) (9,553,323) N/A
Net position at end of year $ (9,170,874) $ (9,553,323)

Governmental Activities

The information necessary to restate the 2014 beginning balances and the 2014 pension expense amounts for the
effects of the initial implementation of GASB 68 is not available. Therefore, 2014 functional expenses still include
pension expense of $1,320,179 computed under GASB 27. GASB 27 required recognizing pension expense equal to
the contractually required contributions to the plan. Under GASB 68, pension expense represents additional amounts
earned, adjusted by deferred inflows/outflows. The contractually required contribution is no longer a component of
pension expense. Under GASB 68, the 2015 statements report pension expense of $945,743.

11



SHELBY CITY SCHOOL DISTRICT
RICHLAND COUNTY, OHIO

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2015
(UNAUDITED)

Consequently, in order to compare 2015 total program expenses to 2014, the following adjustments are needed:

Total 2015 program expenses under GASB 68 $ 21,724,960

Pension expense under GASB 68 (945,743)

2015 contractually required contributions 1,416,387
Adjusted 2015 program expenses 22,195,604
Total 2014 program expenses under GASB 27 22,828,174
Decrease in program

expenses not related to pension $ (632,570)

Net position of the District’s governmental activities increased $382,449. Total governmental expenses of
$21,724,960 were offset by program revenues of $4,579,935, general revenues of $18,745,188 and a special
item of ($1,217,714).  Program revenues supported 21.08% of the total governmental expenses.

The primary sources of revenue for governmental activities are derived from property taxes, income taxes and grants
and entitlements. These revenue sources represent 80.14% of total governmental revenue. Real estate property is
reappraised every six years.

The graph below presents the District’s governmental activities revenue and expenses for fiscal year 2015 and 2014.

Governmental Activities - Revenues and Expenses

$23,500,000
$23,000,000
$22,500,000
$22,000,000
$21,500,000 =4 21,724,960
$21,000,000 -+
$20,500,000

$22,828,174

D Expenses

$22,161,374

B Revenues

Fiscal Year 2015 Fiscal Year 2014
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SHELBY CITY SCHOOL DISTRICT
RICHLAND COUNTY, OHIO

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2015
(UNAUDITED)

The statement of activities shows the cost of program services and the charges for services and grants offsetting
those services. The following table shows, for governmental activities, the total cost of services and the net cost of
services. That is, it identifies the cost of these services supported by tax revenue and unrestricted State grants and
entitlements.

Governmental Activities

Total Cost of Net Cost of Total Cost of Net Cost of
Services Services Services Services
2015 2015 2014 2014
Program expenses:
Instruction:
Regular $ 8,461,413 $ 7,679,860 $ 8,995,868 $ 7,984,962
Special 3,349,304 1,296,607 3,364,782 1,767,401
Vocational 116,659 77,770 151,173 105,995
Other 7,503 7,503 25,644 25,644
Support services:
Pupil 967,715 853,217 820,353 721,657
Instructional staff 618,398 607,262 986,375 967,899
Board of education 61,907 61,907 71,408 71,408
Administration 1,434,659 1,410,954 1,366,469 1,356,551
Fiscal 685,236 684,845 710,183 707,569
Operations and maintenance 1,774,469 1,751,340 2,246,975 2,159,986
Pupil transportation 1,038,782 976,080 932,227 864,168
Central 287,041 287,041 184,296 184,296
Operation of non-instructional services:
Other non-instructional services 184,127 8,464 143,502 (19,258)
Food service operations 1,046,216 39,323 1,080,325 97,743
Extracurricular activities 668,485 541,663 659,478 535,217
Interest and fiscal charges 769,520 769,520 - -
Bond issuance costs 253,526 91,669 1,089,116 765,053
Total expenses $ 21,724,960 $ 17,145,025 $ 22,828,174 $ 18,296,291

The dependence upon tax and other general revenues for governmental activities is apparent, as 75.93% of
instruction activities in fiscal year 2015 are supported through taxes and other general revenues. For all
governmental activities, general revenue support is 78.92% of all expenses. The District’s taxpayers, and grants and
entitlements from the State of Ohio, as a whole, are by far the primary support for the District’s students.
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The graph below presents the District’s governmental activities revenue for fiscal years 2015 and 2014.

Governmental Activities - General and Program Revenues
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$15,000,000 $17,629,491
BGeneral Revenues

$10,000,000

OProgram Revenues
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$4,579,935 $4,531,883

$_
Fiscal Year 2015 Fiscal Year 2014

The District’s Funds

The District’s governmental funds reported a combined fund balance of $10,572,142, which is higher than last year’s
total of $9,942,833. The schedule below indicates the fund balance and the total change in fund balance as of June 30,

2015 and 2014.

Fund Balance Fund Balance Increase Percentage

June 30, 2015 June 30,2014 (Decrease) Change
General $ 7,106,704 $ 5,446,264 $ 1,660,440 3049 %
Classroom facilities 1,274,049 2,467,880 (1,193,831) (48.37) %
Other governmental 2,191,389 2,028,689 162,700 8.02 %
Total $ 10,572,142 § 9,942,833 $ 629,309 6.33 %

General Fund

The District’s general fund balance increased $1,660,440. Revenues of the general fund increased slightly during the
fiscal year primarily due to an increase in state foundation.

The $216,895 decrease in capital outlay is due to the capital lease that was signed during fiscal year 2014. During fiscal
year 2015, no capital leases were signed. All other expenses remained comparable to the prior fiscal year.

14



SHELBY CITY SCHOOL DISTRICT
RICHLAND COUNTY, OHIO

MANAGEMENT’S DISCUSSION AND ANALYSIS

FOR THE FISCAL YEAR ENDED JUNE 30, 2015
(UNAUDITED)

The table that follows assists in illustrating the financial activities and fund balance of the general fund.

2015 2014 Percentage
Amount Amount Change

Revenues

Taxes $ 7,761,070 $ 7,354,594 553 %
Earnings on investments 11,268 8,660 30.12 %
Intergovernmental 10,645,048 9,833,099 826 %
Other revenues 810,251 764,405 6.00 %
Total $ 19,227,637 $ 17,960,758 7.05 %
Expenditures

Instruction $ 10,511,679 $ 10,469,909 040 %
Support services 6,515,528 6,112,952 6.59 %
Extracurricular activities 481,615 446,254 792 %
Operation of non-instructional services 9,231 12,129 (23.89) %
Capital outlay - 216,895 (100.00) %
Debt service 49,144 58,302 (15.71) %
Total $ 17,567,197 $ 17,316,441 145 %

Classroom Facilities Fund

The classroom facilities fund had $27,176 in revenues, $3,293 in expenditures and ($1,217,714) in a special item. The
special item was a direct effect of the District’s close out of the Ohio Facilities Construction Commission project. This
process resulted in a $1,217,714 refund to the Ohio Facilities Construction Commission. During fiscal year 2015, the
classroom facilities fund’s fund balance decreased $1,193,831 from $2,467,880 to $1,274,049.

General Fund Budgeting Highlights

The District’s budget is prepared according to Ohio law and is based on accounting for certain transactions on a
basis of cash receipts, disbursements and encumbrances. The most significant budgeted fund is the general fund.

During the course of fiscal year 2015, the District amended its general fund budget several times. For the general
fund, original budgeted revenues and other financing sources were $17,867,500. Final budgeted revenues and other
financing sources were $18,867,500. Actual revenues and other sources for fiscal year 2015 were $18,959,703. This
represents a $92,203 increase over final budgeted revenues.

General fund original appropriations of $18,406,312 were increased to $18,417,762 in the final appropriations. The
actual budget basis expenditures for fiscal year 2015 totaled $17,579,113, which were $838,649 less than final
budgeted appropriations.
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Capital Assets and Debt Administration
Capital Assets
At the end of fiscal year 2015, the District had $23,344,941 invested in land, land improvements, buildings and
building improvements, furniture, fixtures and equipment and vehicles. This entire amount is reported in
governmental activities.

The following table shows fiscal year 2015 balances compared to 2014.

Capital Assets at June 30
(Net of Depreciation)

Governmental Activities

2015 2014
Land $ 793,364 $ 793,364
Land improvements 1,150,874 1,118,797
Buildings and building improvements 20,002,155 20,565,488
Furniture, fixtures and equipment 1,179,938 1,262,119
Vehicles 218,610 231,139
Total $ 23,344,941 $ 23,970,907

The overall decrease in capital assets of $625,966 is due to depreciation expense of $1,044,436 and disposals of
$5,552 (net of accumulated depreciation) exceeding capital outlays of $424,022.

See Note 9 to the basic financial statements for additional information on the District’s capital assets.
Debt Administration
At June 30, 2015, the District had $136,643 in a capital lease obligation and $16,441,004 in series 2010A and 2014

general obligation bonds outstanding. Of the District’s total obligations of $16,577,647, $293,295 is due within one
year and $16,284,352 is due in more than one year.
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The following table summarizes outstanding bonds and capital lease obligations at June 30, 2015.

Outstanding Long-Term Debt at June 30, 2015

Governmental Governmental
Activities Activities
2015 2014
Series 2010A general obligation bonds $ 1,126,004 $ 1,224,330
Series 2010B general obligation bonds - 15,500,000
Series 2014 general obligation bonds 15,315,000 -
Capital lease obligation 136,643 177,831
Total $ 16,577,647 $ 16,902,161

At June 30, 2015, the District’s overall legal debt margin was $3,958,259 with an unvoted debt margin of $213,636.
See Note 11 to the basic financial statements for additional information on the District’s debt administration.

Current Issues Affecting Financial Condition

During fiscal year 2008, the District was released from fiscal emergency. In the spring of 2014, negotiations on new
contracts for certified and classified staff were completed. The certified staff received a three year contract with a
1.5% stipend in fiscal year 2015, a 1.5% increase to the base in fiscal year 2016 and a 1% increase to the base in fiscal
year 2017. The classified contract is also a three year agreement with a 1% increase in fiscal year 2015, a 1.5%
increase in fiscal year 2016 and a 1.5% stipend in fiscal year 2017.

In August 2010, the District passed a 4 mil, 35 year bond issue and a 1 mill Continuing Permanent Improvement Levy
for the local share of an Ohio School Facilities Commission (OSFC) construction project. The project provided a
new high school, and allowed students from the two buildings located in the flood plain to be redistributed to existing
buildings within the District. The total project cost is approximately $28 million with approximately $11 million
provided by OSFC.

A five year 4.5 mill emergency levy was renewed in November 2011.

Contacting the School District’s Financial Management

This financial report is designed to provide our parents, citizens, taxpayers, investors and creditors with a general
overview of the District’s finances and to show the District’s accountability for the money it receives. If you have

questions about this report or need additional financi