Little Miami Local Schools
Five Year Forecast
Footnotes/Assumptions

Dear Reader,

The attached General Fund forecast is based upon years of historical data and a list of
assumptions for revenues and expenditures for the five-year period July 1, 2015 through
June 30, 2020. This forecast is adopted with the knowledge that it is a work-in progress
and with the understanding that it has been adjusted for all relevant factors that the Board
is aware of as of 5/13/16. The following revenue and expenditure assumptions are
critical to the reader’s understanding and use of this five-year forecast.

A series of assumptions were developed in order to arrive at the individual income and
expense amounts presented. These assumptions are based upon information known
at the time the projections were developed and will lose some of their validity as we
project further into the future. Extra caution is urged when analyzing the out years of
these fiscal projections. Because we are attempting to look four years into the future,
several significant assumptions were made that have a significant impact on the bottom
line. For example, we assumed a 0% base salary raise for all staff for years 2018 through
2020 in the forecast. There were also revenue assumptions made regarding state funding.
Little Miami received approximately 27% of its total revenues from the state’s basic aid
formula in FY2015 and are projecting approximately 28% for FY2016.

The state biennial budget (HB64) was adopted for the period July 1, 2015 and will carry
through June 30, 2017 (FY’16 and FY’17). For detailed information on HB64 please
visit the Ohio Legislative Service Commission at
http://www.lsc.ohio.gov/budget/mainbudget.htm State funding will be discussed in more
detail below.

In addition, assumptions are made with regard to changes in assessed property value
(both real and personal tangible). The assumptions made with regard to state funding and
property values significantly affect this forecast, and are made based on information
known to the best of the district’s knowledge as of 5/13/16.

As we look into the future and try to successfully manage the district’s budget, we try to
do so while knowing that some items in a school district’s budget are controllable, while
others are not. For example:


http://www.lsc.ohio.gov/budget/mainbudget.htm

Non-Controllable Budget Variables:
Inflation

Student Enrollment

Judicial Actions

Legislative Actions

Other (Natural Disaster, etc.)

Controllable Budget Variables:

e Staffing Levels (Some Legislative Restrictions)
Salaries (Some Legislative Restrictions)
Program Offerings (Some Legislative Restrictions)
Transportation Services (Some Legislative Restrictions)
Discretionary Spending (Approximately 5% of Budget)

REVENUE ASSUMPTIONS:
REAL ESTATE VALUE ASSUMPTIONS:

Property values are established each year by the County Auditor based on new
construction and property value reappraisals or updates. Due to the Triennial
Update/Reappraisal, property values are reappraised every 6 years, with a valuation
update being performed in the third year between each reappraisal. The triennial update
was performed this past year 2015. The Little Miami Local School District encompasses
parts of two counties; Warren and Clermont, with the lion share of value coming from
Warren County. Of the total property valuation of the district, Warren County property
values account for approximately 99%.

The property valuation for the district is $848 million for calendar year 2016. 94% of
that coming from residential/agricultural property value, and the remaining 6% coming
from commercial/industrial property.

Here are the historical changes in property values due to reappraisals and updates:

- 2003 Update — 13.70% increase

- 2006 Reappraisal — 21.16% increase
- 2009 Update — 8.37% decrease

- 2012 Reappraisal — 4.05% decrease
- 2015 Update — 13% increase

It appears that the economy has stabilized and actually increased as it relates to current
real estate valuations. In addition, new construction is anticipated to add only
approximately 1% per year into the future. These expected valuation changes have been
factored into the projection for district property values and the related property tax
revenues and thus is expected to remain consistent with slight increases.



For Public Utility Personal Property Tax, due to the way the tax is calculated with the
district’s millage it is being presented separate from the General Property Tax (Real
Estate) category.

For tax year 2015 (collection year 2016), Little Miami Local SD has full voted operating
revenue millage of 44.44 mills (includes the November 2015 emergency levy passage
renewal and 1.6 inside mills) on residential/agricultural and commercial/industrial
property. However, due to the rollback effects of H.B. 920, the district is collecting
property taxes for operating revenue at an effective rate of 34.61 mills.

INCOME OR EARNINGS TAX:

Little Miami Local School District does not collect any income or earnings taxes.
STATE REVENUE ESTIMATES:

State Foundation Revenue:

On June 30, 2015 Ohio Governor John Kasich signed H.B. 64 which is the budget for the
2016-2017 biennium and provides the funding formula to Ohio schools.

Under the formula (using existing framework enacted under HB59) , the State Department
of Education will compute and pay to each school district education aid based on the per
pupil funding which is calculated to be $5,900 in Fiscal Year 2016 and $6,000 in Fiscal
Year 2017) multiplied by each school district’s “state share index” which uses a Valuation
Index (three year average of adjusted property valuation per pupil), Income Index (median
income of that school district) and a Wealth Index (comparison of income index to
valuation index) to calculate the percentage of the per-pupil amount that is to be paid by
the State and the amount assumed to be contributed by the school district through local
sources. Additional funds are provided for students with exceptional needs, including those
with special needs and the disabled, and limited English proficiency, and for economically
disadvantaged and gifted students. Funding is also provided based on the number of K-3
students at each school district to be used to help school districts comply with Ohio’s 3rd
grade reading guarantee.

For more detailed information on HB64 and the budget please visit the Ohio Department
of Education website at http://education.ohio.gov/Topics/Finance-and-Funding/Finance-
Related-Data/Budgetary-Information/FY 16-FY17-Budget-Information

Up until the 2009-2010 school year, the district’s Student Enrollment had been growing
at a varied rate between 4.68% and 8.42% per year over the previous 6 years. With the
loss of services and a couple neighboring districts moving to Open Enrollment, the
district’s enrollment growth slowed to 10 new students for FY’10. For FY’11 and
FY’12, enrollment decreased by 250 and 279 kids respectively as of October count week.
FY’13 the district’s enrollment was 3,976 which is an increase of 153 students over the
prior year. FY’14 the district’s enrollment was 4,137 which was an increase of 161
students over the prior year. FY’15 there were 4,309 students which was an increase of
172 students over the prior year. This trend of an increased enrollment has continued into
the current fiscal year FY’16 as the student enrollment has grown to an all-time high of
4,498 students. The district is then projecting continued growth per year in enroliment for


http://education.ohio.gov/Topics/Finance-and-Funding/Finance-Related-Data/Budgetary-Information/FY16-FY17-Budget-Information
http://education.ohio.gov/Topics/Finance-and-Funding/Finance-Related-Data/Budgetary-Information/FY16-FY17-Budget-Information

future years beyond FY’16 due to residential developments which have begun
construction.

Under the current budget bill HB64 the district is on the “formula” for FY’16 for state
funding. As enrollment continues to increase or decrease the district will receive funding
based on the calculated amount with regards to ADM up to a set cap amount (which is
7.5% above the previous fiscal year for both FY’16 and FY’17). Starting in FY’18
through FY’20 the state funding received will be projected to remain flat at this point.
This has been factored this way due to historical trends in state funding and a new
biennium budget will be effect for that period.

Beginning in FY’13 the district received some additional unrestricted grants-in-aid
revenue due to the new casinos in the state of Ohio. There are four operating casinos. Of
the revenue collected by the State, 34% is distributed to school districts based upon
student population. For FY’16 the district received their two payments in the total
amount of approximately $209K. Based upon that amount the district is projecting
casino revenue to be approximately $213K for FY’17 and thereafter.

Again, it is very important to note that the projections in this 5 year forecast are based on
estimates and assumptions that are made to the best of the district’s knowledge as of
5/13/16. It is impossible to predict with certainty what the district’s financial picture will
look like 3-5 years out.

All of these factors will influence Little Miami’s State Foundation revenue in the future.
The district’s State Foundation formulas and information can be found on the ODE
website.

RESTRICTED GRANTS IN AID:

The current main pieces that are in this category are the career technologies funds,
catastrophic aid for special education students and Medicaid. Catastrophic aid is a
supplemental payment to the district for special education students in certain categories
that their educational and related expenses exceed established amounts. Medicaid is a
supplemental payment for services provided to students who qualify for the program.
There have been some recent changes to this program and it is continued to be monitored.
FY’16 is expected to return to lower levels and FY’17 through FY’20 is projected to
remain flat throughout the forecast.

PROPERTY TAX ALLOCATION:

This line represents funding that comes from the Ohio General Assembly. The General
Assembly gives a credit to property taxpayers. They give 10% for owners, and an
additional 2.5% for those who live in their homes. Furthermore, they also give a credit to
senior citizens up to a certain dollar threshold. The property owners receive the credit,
and then the General Assembly pays that tax in their place and gives it to local schools.
This bulk of line represents that payment from the General Assembly. The
reimbursement for property tax exemptions and rollbacks includes the Homestead
exemption and the 10% rollback and 2.5% rollback that local taxpayers receive as a
“discount” on their property taxes that the state then picks up the tab and reimburses local
school districts for this loss. This amount increased in FY’13 due to the emergency levy



passage. For FY’16 the projected amount to be received is $3.9M. FY’17 through
FY’20 the homestead and rollback amounts are projected to remain flat and run parallel
with the property tax revenue.

The second part of this line item was the Tangible Personal Property tax loss
reimbursements. HB153 phased out this tax more quickly for many districts. As such,
the district has lost the entire amount of this reimbursement in FY’12 and does not expect
these funds to be received in the future.

OTHER REVENUES:

The district anticipates multiple sources of other revenue in this forecast including
interest, tuition, tax increment financing revenue, extracurricular fees and other receipts.

Investment earnings the district anticipates receiving are based upon the amount of cash
the district has on hand over the next 5 years. Interest income will increase and decrease
as the cash position of the General Fund fluctuates over the forecast period and as market
interest rates change. Funds are invested in low-risk investments. Predominately, the
district’s investments can consist of government agency bonds, commercial paper that
receives the highest rating possible, and certificates of deposit and interest bearing sweep
accounts. Security of the public funds collected by the district is the top priority of the
treasurer’s office.

Tuition includes preschool, summer school, on-line courses and special education from
the state foundation.

Open enrollment tuition revenue is expected to remain consistent throughout the forecast.
For FY’16 the projected revenue is approximately $154K.

The district received tax increment financing revenues from Hamilton Township and the
City of Loveland. In fiscal year 2015 the district received $221K from the City of
Loveland and $466K (FY’16) from Hamilton Township. During this past fiscal year the
City of Loveland and Hamilton Township had dissolved their TIF plans. This revenue
will be received as general property tax going forward in the forecast.

Pay to participate fees (extracurricular fees) were reduced for the first time in FY’13 and
then again for FY’16 school year for both the high school and junior high. This has
resulted in a direct decrease in revenue, however, it has been offset by additional students
participating in extra-curricular activities. The district projects this revenue to remain the
same through the forecast and will be evaluated each year.



EXPENDITURE ASSUMPTIONS
WAGES:

The district employs 3 groups of employees; certified, classified, and exempted
employees. The certified staff is represented by LMTA, the classified staff are
represented by OASPE Local 516, and the exempted staff do not work with a labor
union.

The labor employment contracts for both the classified staff (OAPSE) and certified staff
(LMTA) have recently been negotiated and are effective from July 1, 2014 through June
30, 2017.

Annual base salary increases for FY’15 through FY’17 is 2% for certified and exempted
staff. Annual base salary increases for classified staff is 2% for FY’15 and FY’16 and
1.75% for FY’17. Commitments for FY’18 and beyond will be negotiated between the
Board and labor unions. A 0% base salary increase is assumed for FY’18 through FY’20
for LMTA, OAPSE, and Exempted staff.

In addition to base salary increases, the district also pays step increases. For FY’16 —
FY’20 a step increase has also been factored into the forecast which have been calculated
at approximately 2.43%.

As noted above, the district has been growing at a relatively rapid pace up until FY’10,
increasing enrollment by between 4.68% and 8.42% between FY2002 and FY2009.
Total enrollment grew by more than 50% between FY2002 and FY2009. Along with this
growth has come a need for additional teaching, classroom, and administrative staff. For
FY’12, enrollment was down by 250 students for October count week. However, FY’13
data showed an increase of 153 students. FY’14 enrollment grew by an additional 161
students. FY’15 has had an increase in enrollment of 172 students as compared to the
previous year. Currently for FY’16 the enrollment is 4,498 students which is an increase
of an additional 189 students which is the highest enrollment of all time. With this
increase in enrollment and growth the district is projecting for FY’17 15 certified, 5
classified and 4 exempted staff are included. FY’18 projects 10 certified and 3 classified
positions. In FY’19 10 certified and 2 classified staff are projected. FY’20 projects 7
certified and 2 classified positions. Please note, staffing needs will continue to be
evaluated each year with regards to enrollment numbers and will change accordingly.

All of the above factors play into the anticipated wage increases in this 5 year forecast.
FRINGE BENEFITS:

The two primary components of fringe benefits are medical insurance and retirement
costs. The district provides full or partial coverage for medical, dental, vision, and life
insurance.

STRS/SERS and Medicare costs are calculated as a flat percentage of wages. Medical

insurance costs and increases vary year to year as a result of various factors (claims,
changes in coverage, etc.).



Effective January 1, 2007, the certified staff changed insurance plans from a traditional
fully insured plan to a High Deductible Health Plan (HDHP) with a Health Savings
Account (HSA). This change has made a positive impact on lowering the district’s health
insurance premiums not only for 2007 but also for years to come. The Certified,
Administrative, and Exempted staff plan have a $4,000 deductible for the family plan and
a $2,600 deductible for the singe plan.

Effective March 1, 2009, the OAPSE Local 516 also changed insurance plans from a
fully insured plan to a High Deductible Health Plan (HDHP) with a Health Savings
Account (HSA). This change also is anticipated to make a positive impact on lowering
premiums for years to come. The Classified/ OAPSE staff plan has a $3,000 deductible
for the family plan and a $1,500 deductible for the single plan.

In January 2013, the district joined the Southwest Ohio Educational Purchasing Council
(EPC) insurance consortium. Below are the historical increases/decreases for medical
insurance which renews on January 1% each year.

2013 — 26%
2014 — 6.5%
2015 — 5.5%
2016 — (1%)

For FY’17 the medical insurance rates will remain at the current 2016 level with a 0%
increase. The remaining years of the forecast (FY 18 through FY’20) an increase of 12%
has been used based upon recent historical data. Projections for healthcare are hard to
predict as legislation affecting these premiums are being made or changed and claims
ratios vary from year to year. Please note they are subject to change.

Effective in FY’12 all certified, classified and exempted employees were required to pay
10% of their medical insurance premiums. This will continue and is accounted for in
FY’16-FY’20

The LMTA contract includes Board contributions to the certified staff’s Health Savings
Accounts. These contributions are as follows:

Type 2015
Family $1,000
Single $1,000

The OAPSE contract includes Board contributions to the classified staff’s Health Savings
Accounts. These contributions are as follows:

Type 2015
Family $2,000
Single $1,100

These contributions have been factored into the total cost of health insurances in this
forecast as well.



Per STRS/SERS guidelines, Little Miami pays 14% of each employee’s wages into the
applicable retirement system (STRS or SERS), and pays the employee share (13% as of
July 1, 2015 for STRS only) for some exempted employees as well. This percentage has
been projected to remain the same for the upcoming years for purposes of this forecast.
Medicare is calculated at 1.45% of wages and has been projected to continue at that rate.
In addition, worker’s compensation premiums have been estimated at 1% of wages.

PURCHASED SERVICES:

Purchased services include services such as utilities, repairs, tuition and many others.

The district estimates spending $7 million in FY’16 and $7.6 million in FY*17. These
estimates also include projected digital curriculum beginning in FY’17 and beyond in

addition to an annual inflationary increase of 5%.

Tuition is paid to other districts for LM students that desire to attend elsewhere through
open enrollment or to Community Schools. Starting in FY*12 Little Miami allowed
students to attend the district via open enrollment. For FY’16 this accounts for
approximately $154K in revenue (which is forecasted in FY’16 and beyond). However
the loses, as noted below far exceed the revenue from open enrollment. Historical and
projected costs for open enrollment and community schools are as follows:

FY2014 FY2015 FY2016 (Projected)
Open Enrollment 1,392,575 1,324,016 1,295,917
Community Schools 869,261 834,101 830,143

This population of students decreased for the first time in several years in FY’13. Since
that time as noted in the above numbers the amount of open enrollment and community
school funds leaving the district have remained fairly flat and are projected to remain flat
in FY’16 through FY20. If the data in upcoming years is shown that this trend has
changed or otherwise the increase in open enrollment will again be factored in the
forecast.

SUPPLIES & MATERIALS:

Supplies and materials include teacher resources, student supplies, maintenance supplies,
fuel and many other items. Little Miami expects to spend approximately $1.15M in
FY’16 and $1.21M in FY’17. This includes an increase for both fuel and also supplies
for an aging bus fleet. Also an inflationary increase in expenses of 5% per year has also
been added for FY’16 through FY’20.

CAPITAL OUTLAY:

Capital outlay expenses include expenses for any item that has a useful life of 5 years or
greater, including equipment, technology, school buses, etc. Due to the aging bus fleet of
the district and the 98 square miles (nearly 5,000 miles driven daily) to cover, bus
replacement accounts for a significant portion of the expense. FY’17 through FY’20 has
the projected annual purchase of four, five, six and six, respectively, new 77 passenger
buses. FY’17 through FY’19 also includes projected technology purchases for a digital
curriculum structure. An inflationary increase in expenses of 5% per year has also been
added for FY’16 through FY’20.



DEBT SERVICE:

Due to fiscal emergency, in FY’11 and FY’12 the district received state solvency
assistance fund loans in the amounts of $5,071,000 and $5,952,000 respectively. These
loans were paid back over a two year period following the year in which the loan was
received. In FY’13, the two loan payments equaled $5,511,500. In FY’14 there were
payments of $2,976,000 repaid to the state solvency assistance fund loan. As of June 30,
2014 the district has repaid all the state solvency assistance funds.

INTEREST AND FISCAL CHARGES:

In prior years Little Miami anticipated paying interest on borrowings for short term cash
needs. Those borrowings took place at current market interest rates at the time of the
borrowing. At this time, the district does not anticipate such borrowings and have not
included any in this forecast.

OTHER OBJECTS:

Other object expenditures consist of dues and fees, insurance and awards. FY’13 other
objects expenditures increased due to the property tax collection fees increasing due to
the first full year of the new emergency levy being collected. FY’16 through FY’20 has
marginal increases forecasted for each year.

TRANSFERS/ADVANCES:

Transfers and advances are needed from time to time to cover any other funds that may
have a cash need. These transfers and advances can vary from year to year and each one
is approved by the Board of Education. Currently, the district does not anticipate on
having any other advances of monies in the forecast period other than those on the
forecast.

ENCUMBRANCES:

These are outstanding purchase orders that have not been approved for payment as goods
or services were not received in the fiscal year in which they were ordered. These items
are expected to be paid in the next fiscal year. Encumbrances for purchased services,
supplies and materials, capital outlay and other objects are forecasted at $500K for each
year of the forecast.

RESERVATION OF FUND BALANCE:

Beginning in FY’12 HB30 repealed the requirement for districts to set aside funds for the
acquisition of textbooks and instructional materials. Additionally, HB153 allows school
district’s board of education to transfer any unencumbered money remaining as of July 1,
2011, in the textbook and instructional materials fund to the districts’ general fund to be
used for any purpose authorized for the general fund. The forecast reflects no amount in
this reservation of fund balance for FY’16 and beyond.



FUTURE OUTLOOK:

Due to the multiple factors over recent years, including state funding formulas, reductions
in local property values, and growth in student population, the district continues to be in
need of revenues to fund safe and quality educational programs.

The November 2011 emergency operating levy that passed was effective for 5 years.
Since the operating levy passed, careful planning with the community, Board of
Education, and the prior State Commission was required to determine which services
were called back and at what time. This passage of the levy has had a significant effect
on the district with regards to finances and school offerings as it encompasses
approximately 25% of the current operating budget. The 5 year emergency operating
levy renewal that was on the ballot for the November 3, 2015 election was renewed. This
was extremely vital to maintain the current offerings by the district.

The current forecast assumptions reflect our best estimate of how key factors will “most
likely” turn out, but there is also the possibility the financial situation could turn out
better or worse than this forecast shows.

Please visit the Ohio Department of Education website at
ftp://ftp.ode.state.oh.us/geodoc/5-yrForecast/
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