
SHAKER HEIGHTS BOARD OF EDUCATION 
SHAKER HEIGHTS, OHIO 

 
April 12, 2005 

 
TO:  Members, Shaker Heights Board of Education 
 
FROM: Bryan C. Christman, Treasurer 
 
SUBJECT: Financial and Miscellaneous Briefs 
 
I. GENERAL FUND (As of March 31, 2005) 
 

A. REVENUE 
 

1.   Real Estate Taxes: 
 

$3,138,168 or 6.9% more than taxes received as of March 2004.  93.5% of 
estimated real estate tax collections have been received to date.  Last year at this 
time, we had received 94.0% of the estimated taxes.  The increased collections 
are due to the new 9.6 mill operating levy, which began in January 2004.   
 
As explained in my March 17, 2005 memo and as we discussed at the March 23rd 
Special Board Meeting, what appeared to be an increase in delinquencies, turned 
out to be a payment oversight by the County Treasurer’s office.  The public 
utility tangible tax, which is combined with real estate tax collections, was 
inadvertently excluded from the advance payment calculations, thereby resulting 
in county-wide underpayments for all school districts.  We received a special 
payment to distribute such monies on March 28th, totaling $1.3 million.   
 
The budget shortfall for the fiscal year as of the end of March is $739,000, which 
primarily consists of the shortfall from the second half of 2004 collections of 
$610,000.  The difference is expected to be eliminated by the increased settlement 
due to the 10% holdback from the March 28th special payment.  In conjunction 
with the update of the five-year forecast, we will have a better analysis of income 
through yearend at next month’s meeting. 
 
In connection with this issue, the District has sent a letter in hopes of 
establishing a dialogue with the County Treasurer so as to develop a better 
understanding of the functions performed by the County Treasurer with an eye 
toward improving the flow of information on a more-timely basis with regard to 
tax collections. 
 
We will continue to research and monitor the situation and report as additional 
information becomes available. 
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 2.   Personal Property Taxes: 
 

$159,254 or 8.6% less than taxes received at this time last year.  81.4% of the 
estimated tangible tax has been received to date.  Last year at this time, we had 
received 84.5% of the estimated taxes.  The variance is due to a higher portion of 
the first half personal property taxes being received in the settlement in July this 
year, coupled with the new 9.6 mill operating levy, offset by a significant reduction 
in 2004 collections, primarily from one large taxpayer.  Consequently, the actual 
revenues are about $160,815 below budget. 

 
     Additionally, the exempt personal property tax received in December 2004 was  
     $27,200 less than the prior year due to the 2nd year of implementation of the  
     ten-year phase-out in accordance with the provisions of House Bill No. 95, the  
     state’s biennial budget bill legislated in June 2003. 

 
 3.   Investment Earnings: 
 

$285,190 received this year, which is $45,302 or 18.9% more than received at 
this time last year. 97.6% of estimated interest income has been received to 
date.  Last year at this time, we had received 60.0% of the estimated interest. 
Cash-basis interest income varies month-to-month and year-to-year due to the  
varying maturity dates of the investment portfolio.  Consequently, the monthly  
variances may swing from positive to negative throughout the year. 
 
As expected, the Federal Reserve raised targeted short-term interest rates a  
quarter point to 2.75% on March 22nd.  The Federal Reserve is also expected to 
increase rates at its next meeting on May 3rd. 
 

 4.   Other Local: 
 
       This category is below both prior year and budget due primarily to a  
       $100,000 lower tuition settlement for the second half of 2004 as compared to  
       the prior year.  This variance has been partially offset by the receipt of other  
       local tuition payments in March. 

 
 5.   State Sources: 

 
State Foundation program receipts are $597,763 or 6.1% more than those of one 
year ago.  76.8% of estimated Foundation receipts have been received to date 
compared to 73.0% for last year.  It should be noted that the State  
Foundation payments are merely estimates until the ADM counts are finalized 
and adjusted starting in January, with final adjustments through May. 
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Other State Sources for the 2004 fiscal year-to-date include $508,919 for 
reimbursement of fiscal 2003 special education catastrophic costs.  The  
reimbursement in fiscal 2005 is not expected until April or May due to a 
different State timeline for processing such payments. 
 
Other State Sources for the current and prior year-to-date amounts include two 
semi-annual public utility property tax reimbursements of $388,468 in fiscal 
2005 and $388,739 in fiscal 2004 respectively, which as you may recall, is to 
help offset the reduction in real estate taxes collected due to the lower assessed 
value applied to the electric and natural gas industry properties. 
 

6. Federal Sources: 
 
Medicaid reimbursements total $344,896 through the end of March, which 
represents 168.2% of estimated federal sources as compared to only 75.3% 
received through March 2004.  The primary difference is due to the state’s delay 
in processing in the last half of fiscal 2004, thereby resulting in delayed 
payments in excess of $170,000 being received in the current fiscal year. 
 
The latest efforts to save the CAFS reimbursement program for school districts 
involve a lawsuit filed by primarily the urban 21 school districts.  Currently, 
under the terms of an extended Temporary Restraining Order (TRO), the process 
includes the negotiation with the Ohio Department of Jobs and Family Services 
to establish both a short-term and a long-term replacement program. 
 
We are currently taking steps to join the lawsuit which will initially require a 
financial contribution of about $5,000.  Any further required contribution will be 
carefully evaluated before committing to continue with the case.  Recent updates 
indicate that the situation is looking up and it is very possible a new school 
district reimbursement program will be in effect July 1st (possibly retroactively). 

 
7.   Total Revenue: 

 
$3,581,392 or 5.7% more than the amount received during the prior fiscal year-
to-date.  85.6% of estimated income has been received to date compared to 
85.2% last year.  The variance is primarily attributable to the increased tax 
collections. 
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B.  EXPENDITURES 

 
1.  Salaries & Wages: 

 
Payroll expenses as of March 31 represent a 3.0% increase over last year’s 
payrolls for the same number of year-to-date pay dates.  Payrolls averaged 
$1,981,411 for the year-to-date vs. $1,923,108 for the prior year.  The rising 
average reflects the cumulative effect of the contractual increases that went into 
effect on January 1 and July 1, as well as the step increments that went into 
effect on September 1.  Total salaries and wages are 3.3% above the prior year 
due to timing of other fund chargebacks. 
 

       Included in YTD salaries and wages expense are sick leave severance 
       payments for YTD fiscal 2005 totaling $516,926, which represent a $224,645  
       or 76.9% increase over the prior YTD total of $292,281. 

 
 2.   Fringe Benefits: 

 
       Fringe benefit expenses are $758,181 or 6.8% higher this fiscal YTD vs. the  
       prior year,  primarily due to a 12.6% YTD increase in health insurance.  

 
 3.   Utilities: 
 

       Utility payments are $96,463 or 8.3% lower this fiscal YTD vs. the prior  
       year due primarily to a natural gas payment holiday in September in this  
       fiscal year resulting from the overpaid position at June 30, 2004, combined  

      with higher electricity budget adjustments in F04 than in this year. 
 

 4.   Out-of-District Tuition: 
 

        Out-of-district cash expenditures YTD are $1,072,461 or 64.7% greater than  
        the prior year, and are about $279,000 above the current YTD budget  
        estimate.  A significant portion of the increased cash payments is due to a  
        catch-up payment ($453,287) to one school district covering two years of  
        service.  This payment was applied to the carryover encumbrance that was  
        recorded as of June 30, 2004.  Even with this available carryover encumbrance,  
        we are expected to exceed the total expenditure budget for this line item for  
        the year. 
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  5.   Total Expenditures: 

 
     On a cash basis, total expenses were $2,997,078 or 5.5% more than the YTD  
 expenditure level for the prior fiscal year.  This represents 75.0% of the estimated 

fiscal 2005 expenses with 74.5% of the budget year elapsed.  Last year at this time, 
we had spent 74.5% of estimated annual expenses.  The cash basis budget to actual 
variance is a negative $423,795.  This variance is primarily attributable to a 
$278,530 negative variance in out-of-district tuition which is not expected to 
reverse before yearend.  The remaining variance is primarily attributable to timing 
differences in payments.  In conjunction with the update of the five-year forecast, 
we will have a better analysis of expenses through yearend at next month’s 
meeting. 

  
Besides the increase in salaries of $1,134,000, the variance vs. the prior year is  
primarily due to the following: 
 
• $633,000 increase in total health insurance costs; 
• 95,000 increase in retirement expense; 
• $1,072,000 increase in out-of-district tuition payments; 
• $96,000 decrease in utility payments;  
• $10,000 increase in other purchased service line items; and 
• $53,000 increase in materials and supplies. 
 
The encumbrances ($3,397,713 at March 31, 2005), which include $1,791,343 for 
out-of-district tuition, are $1,027,620 lower than the prior year, primarily 
attributable to a $971,789 decrease in tuition encumbrances, partially offset by a 
$29,069 increase in materials and supplies, and a $149,590 decrease in all other 
purchased services.  These differences are inversely related to the cash expenditure 
variances described above. 

 
II. CONCLUSIONS 
 

1.  Cash balance reflects an increase of $1,060,747 from that of one year ago.  This is 
due to the $0.5 million higher beginning-of-year balance, coupled with the $0.6 
million larger excess of revenue over expenditures for the current YTD vs. the prior 
YTD. 

 
2.  The $2,301 cash deficit in Fund 020, Shaker Merchandise, is due to the purchase 
 of merchandise for resale. 
 
3.  The $14,967 cash deficit in Fund 460 is due to a delay in the receipt of a State cash 

reimbursement. 
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4.  The following cash deficits are due to a delay in the receipt of federal fund cash 

requests from the State:  Fund 516-$1,254; Fund 573-$432; Fund 587-$792; and 
Fund 590-$807. 

 
III. OTHER ITEMS 
 

1. Bond Issuance Update: 
 

As reported in my March 16, 2005 memo, the bonds were sold on March 15th.  The 
issuance included $10 million of the new money and the refinancing of the Series 
1993 in the par amount of $1,325,000.  Because the savings threshold of at least 
3.5% of the refunded bonds amount was not achieved given the market 
circumstances, we did not refinance the Series 2000 bonds at this time.  We of 
course will re-examine them for refinancing at the next new money issuance.   

 
The overall interest rate (including costs of issuance) was 4.26% for the total 
issuance (new and refinancing monies).  The refinancing generated in excess of 7% 
savings of the refunded bonds amount. 

 
We received the proceeds of the new money $10 million on April 5th.  A copy of the 
bond pricing book prepared by our underwriters, A.G. Edwards, is in the process of 
being distributed to each of the Board members.   
 

     2.   OfficeMax Revenue Sharing Agreement: 
  

As the Board may recall in 1996 the Board of Education and the City of Shaker 
Heights executed a Memorandum of Understanding concerning the creation of an 
enterprise zone to facilitate the relocation of the OfficeMax corporate headquarters.  
A component of that Memorandum of Understanding was to provide for the sharing 
of city income tax revenue derived from the expansion of the OfficeMax 
headquarters.  The income tax revenue sharing agreement was intended to partially 
replace lost property tax revenue as a result of the creation of the enterprise zone and 
the resultant tax abatements.  In 1996, it was estimated that the former property was 
producing approximately$158,878 of annual real estate tax revenue and an 
additional $69,850 in annual personal property tax revenue.  The abatement pertains 
only to the increased real estate values and personal property additions up to $17.6 
million.   
 
Details of the amounts received to date under the income tax sharing agreement are 
as follows: 
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 Amount Received  
Tax Year Yearly Cumulative Date Received 

1996 $12,544 $  12,544 May 1998 
1997   32,777      45,321 May 1998 
1998 125,213    170,534 March 1999 
1999 205,207    375,741 March 2000 
2000 161,751    537,492 March 2001 
2001 117,931    655,423 March 2002 
2002 141,400    796,823 April 2003 
2003 323,065 1,119,888 April 2004 
2004 483,054 1,602,942 March 2005 

 
The substantial increase in 2004 over the prior year is believed to be primarily 
attributable to one-time effects resulting from the corporate acquisition of 
OfficeMax by Boise Cascade.  The payments under this agreement with the City will 
expire after the end of the exemption period for the various phases of the exemption 
project, the first of which expires at the end of 2005. 
 
The payment was credited to the District’s capital fund, Fund 004, as has been the 
practice since the inception of the agreement. 
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SHAKER HEIGHTS CITY SCHOOL DISTRICT
General Fund-Financial Statement

Fiscal Year Ending
June 30, 2005

FS09Mar05Web/SummaryFYE2005
4/19/2005

Month of March Year-To-Date March Year-To-Date March
Actual F05 Actual F04 $ Inc(Dec) %Inc(Dec) Actual F05 Actual F04 $ Inc(Dec) %Inc(Dec) YTDBud.F05 $ Inc(Dec) %Inc(Dec)

REVENUE:
Real Estate Taxes $1,221,458 $0 $1,221,458 #DIV/0! $48,449,652 $45,311,484 $3,138,168 6.9% $49,188,687 ($739,035) -1.5%
Personal Property Taxes 0 0 0 #DIV/0! 1,699,185 1,858,439 (159,254) -8.6% 1,860,000 (160,815) -8.6%
Investment Earnings 54,630 40,318 14,312 35.5% 285,190 239,888 45,302 18.9% 217,000 68,190 31.4%
Other Local 83,340 16,361 66,979 409.4% 693,662 769,200 (75,538) -9.8% 736,000 (42,338) -5.8%
State Foundation 1,212,143 982,056 230,087 23.4% 10,458,040 9,860,277 597,763 6.1% 10,220,000 238,040 2.3%
Homestead Exemption & RollBack 0 0 0 #DIV/0! 3,390,014 2,951,650 438,364 14.9% 3,150,000 240,014 7.6%
Other State 388,468 388,739 (271) -0.1% 856,194 1,374,119 (517,925) -37.7% 864,478 (8,284) -1.0%
Federal-primarily Medicaid 25,027 19,959 5,068 25.4% 344,896 230,383 114,513 49.7% 190,000 154,896 81.5%
Transfers & Advances In 0 0 0 #DIV/0! 0 0 0 #DIV/0! 0 0 #DIV/0!
     TOTAL REVENUE 2,985,066 1,447,433 1,537,633 106.2% 66,176,832 62,595,440 3,581,392 5.7% 66,426,165 (249,333) -0.4%

0 0 0 0 0 0 0 0

EXPENDITURES:
Salaries & Wages 3,989,499 3,905,275 84,224 2.2% 35,748,055 34,614,449 1,133,606 3.3% 35,823,720 (75,665) -0.2%
Fringe Benefits:
    Health Insurance 616,286 451,134 165,152 36.6% 5,639,562 5,006,873 632,689 12.6% 5,475,000 164,562 3.0%
    Retirement Expense 600,445 588,359 12,086 2.1% 5,340,445 5,245,217 95,228 1.8% 5,426,000 (85,555) -1.6%
    All Other Fringes 91,116 86,812 4,304 5.0% 908,525 878,261 30,264 3.4% 910,000 (1,475) -0.2%
Total Fringe Benefits 1,307,847 1,126,305 181,542 16.1% 11,888,532 11,130,351 758,181 6.8% 11,811,000 77,532 0.7%
Purchased Services: 0 0 0 0

     Utilities 160,880 120,252 40,628 33.8% 1,065,528 1,161,991 (96,463) -8.3% 1,123,000 (57,472) -5.1%
     Out-of-District Tuition 877,648 239,529 638,119 266.4% 2,729,530 1,657,069 1,072,461 64.7% 2,451,000 278,530 11.4%
     Pupil Transportation 138,820 143,355 (4,535) -3.2% 989,271 958,080 31,191 3.3% 1,062,000 (72,729) -6.8%
     All Other Purchased Services 219,507 267,784 (48,277) -18.0% 2,332,302 2,353,496 (21,194) -0.9% 2,270,000 62,302 2.7%
Total Purchased Services 1,396,855 770,920 625,935 81.2% 7,116,631 6,130,636 985,995 16.1% 6,906,000 210,631 3.0%
Materials & Supplies 175,121 117,840 57,281 48.6% 1,687,854 1,634,457 53,397 3.3% 1,543,000 144,854 9.4%
Capital Outlay 59,511 18,359 41,152 224.2% 409,108 347,374 61,734 17.8% 336,000 73,108 21.8%
Other-primarily Cty.Aud.&Treas.Fees 4,248 8,922 (4,674) -52.4% 538,335 532,170 6,165 1.2% 545,000 (6,665) -1.2%
Transfers & Advances Out 0 40,000 (40,000) -100.0% 250,212 252,212 (2,000) -0.8% 250,212 0 0.0%
     TOTAL EXPENDITURES 6,933,081 5,987,621 945,460 15.8% 57,638,727 54,641,649 2,997,078 5.5% 57,214,932 423,795 0.7%

0 0 0 0 0 0 0 0

Net Revenues/(Expenditures) (3,948,015) (4,540,188) 592,173 -13.0% 8,538,106 7,953,791 584,315 7.3% 9,211,233 (673,127) -7.3%

Cash, Beginning of Period 24,907,123 24,438,549 468,574 1.9% 12,421,003 11,944,570 476,433 4.0% 12,421,003 0 0.0%

Cash, End of Month 20,959,108 19,898,361 1,060,747 5.3% 20,959,108 19,898,361 1,060,747 5.3% 21,632,236 (673,127) -3.1%
0 0 0 0 0 0 0

Less O/S Encumbrances 3,397,713 4,425,334 (1,027,620) -23.2% 3,397,713 4,425,334 (1,027,620) -23.2% 4,425,000 (1,027,287) -23.2%
Less Budget Reserve 353,070 353,070 0 0.0% 353,070 353,070 0 0.0% 353,070 0 0.0%

0

Fund Balance, End of Month $17,208,325 $15,119,957 $2,088,367 13.8% $17,208,325 $15,119,957 $2,088,367 13.8% $16,854,166 $354,159 2.1%
0 0 0 0 0 (0) 0.0% 0 0 0.0%

Total General Obligation Debt Outstanding $12,675,939 $13,867,774 0


