To:  Board of Education
NS

From: Sharon Raschke ;@@}ﬁ‘
Date: December 22, 2016

RE: Business Office Financial Narrative - November 30, 2016

Financial updates to the Board are provided at the close of November, March, May, and
June each year. The purpose of this memo is to provide an overview of financial
performance through November 30, 2016. Included with this Financial Update is a
compilation of individual financial narratives that were prepared by the administrators,
department managers, and program directors.

The “Board Monthly Financial Report” summarizes the revenue and expenditures of the
General Fund, Community Services Fund, and Food Services Fund to the functional
level, consistent with the actual Board adopted budget. The Board receives this report
monthly.

The “Expenses by Building/Program™ provides additional detail by building and function.
It is the summary referenced by the administrators and managers when summarizing their
assessment of financial performance.

Summary
The budget is developed based on planned funding, staff, and programs with the most

accurate information available at the time. Consistent with what we have done
historically, we budget based on full staffing and do not prorate based on vacancies that
might occur due to mid-year turnover or leave of absences. Administrators and managers
are conservative and careful in authorizing spending. Some expenses, such as health
insurance and utilities, can be volatile and may be somewhat unpredictable. Other
expenses, such as tax refunds and deductibles on property insurance claims, are budgeted
based on historical data, but favorable circumstances may allow us to minimize such
expenditures in a given year. Inherent to our philosophy, budgets are not spent out simply
because money has been approved. When final results come in under budget, the excess
funds are either carried over to the following year, when applicable by board policy, or
added to fund balance.

The purpose of this memo is to provide an overview of actual results thru November 30,
2016 compared to the district wide budget. I am including only budget areas outside the
building and program budgets that are managed and monitored by other district
administrators and program directors and covered by their individual reports.



Keep in mind that the November revision to the budget incorporated revenues and
expenses that were known at that time.

Review of Revenue Budget Categories

General Fund Revenue - Revenue amounts are projected or estimated based on the
amount and timing of payments for state aid per pupil foundation, number of students,
local property taxes, federal grants, state grants, local grants, and other local revenue.

The IRS has settled a portion of a claim we filed regarding the tax treatment of the
voluntary MPSERS 3% Retiree Healthcare Contribution. We received a refund of
$42,159 including $38,115 in employer FICA taxes and $4,044 in interest for the period
2/1/2013 through 12/31/2013. The IRS has conceded to not argue the taxability of the
voluntary employee deduction. At the advice of the Office of Retirement Services, we
exempted the 3% from FICA taxes beginning 1/1/2014 to present. The mandatory 3%
healthcare deduction in force 7/1/2010 to 1/31/2013 is still tied up in Michigan courts.
This revenue was not budgeted and has been recorded in December as an Extraordinary
Other Reimbursement.

Our MAISL Insurance paid $258,019 for the technology property loss we
sustained in the Tungl embezzlement. The Washtenaw County Court awarded restitution
for property loss to be paid to MAISL in the amount of $258,019. Dexter Community
Schools was awarded $51,104 as restitution for other cost incurred. The collection of
restitution will be by the probation officer. This revenue was not budgeted and the
MAISL payment was recorded in November as an Extraordinary Insurance
Reimbursement. We can use these funds as deemed appropriate by the Board. The
property loss was technology equipment. You may choose to put additional technology in
the hands of students now and/or designate unspent dollars to the Technology
Designation in Fund Balance after the end of the fiscal year.

Foundation - The state aid per pupil foundation was based on $7,799. Also included are
the Foundation Guarantee, Early Literacy, Data Collection, Technology Readiness
Infrastructure, Retirement Rate offset, and Retirement unfunded stabilization payments. It
is always possible that further State changes will occur for 2016-17, but I am not aware
of any planned adjustments at this time.

Indirect/Direct Transfers to General Fund — The budgeted transfers are $137,366 (10%)
from Food Service and $89,703 (5%) from Community Education. Transfers through
November 30 were $43,833 and $32,503, respectively.

Review of Expense Budget Categories

Expenses that are reported in the Financial Summary report include expenses paid and
encumbered. Buildings and other programs have varying levels of purchase orders that
have been issued for anticipated expenses. This may be misconstrued that a building or
department has spent a larger portion of its annual budget or is doing better or worse than
previous years. Please be cautious of making judgments without having the background
information that supports the budget information presented.




Payroll — Expenses for salaries affect every building/program area with staff. The budget
for salaries is based on annualized contracts. Year to date payroll is approximately 25%
complete for teaching staff and 42% complete for non-teaching staff.

Leave of absences affect overall results compared to budget. When staff has
enough sick days banked to be paid for the duration of the leave, we incur the cost of the
absent staff plus the cost of a substitute for that position. When a portion of the leave of
absence is unpaid the lower cost of the substitute results in a reduced cost of coverage for
a particular position. So far this year, we have managed or are currently managing leaves
of absences for 12 employees, including 8 teachers, 2 B&G, 1 F&N, and 1 Individual
contract employee. Paid leaves create vacancies that need to be filled with sub employees
and result in a negative variance to budget. For teachers whose leave of absence was the
entire school year, we already adjusted the budget for the savings due to the unpaid
portion of the leave.

Health-Related Benefits — The 2016-17 budget for health related expenses is a
combination of MESSA fully insured medical, dental, vision, LTD, Life, BCBS fully
insured medical, other mandatory taxes and fees of medical plans and a small amount of
run out claims and administration. At this time 5/12 of the annual budget has been
recorded. We have not reconciled utilization at this time.

Instructional Support — The Special Education Director has prepared a narrative for
matters related to special education. The Executive Director of Instruction and Strategic
Initiatives has prepared a narrative for matters related to Curriculum and Instruction.
Instructional Support also includes the costs of the Nurse.

"Board of Education — This category includes activities of the Board of Education
including board stipends, workshops, legal, unemployment, audit, and election costs. At
this time, I do not expect any major variances that were not already included in and/or
discussed in the November revision to the budget.

Executive Administration — This category is for the office of the superintendent. The
budget includes superintendent and executive director of curriculum and strategic
initiatives per contractual obligations at November 30. At this time, I do not expect any
major variances that were not already included in and/or discussed in the November
revision to the budget.

Finance — This category includes the business office and associated services. At this time,
I do not expect any major variances that were not already included in and/or discussed in

the November revision to the budget.

Business Services - This category includes severance payments, board insurance, non-
health claim deductibles, interest expense, and tax refunds/collection costs. At this time, I
do not expect any major variances that were not already included in and/or discussed in
the November revision to the budget.



Utilities/Security — This category includes district utilities, the liaison officer, and
property insurance. At this time, I do not expect any major variances that were not
already included in and/or discussed in the November revision to the budget. Please also
see the Ultilities report of the Executive Director of Support Services.

Personnel - This category is for the office of personnel. I do not expect any major
variances from the November revision to the budget.

Transfers - This category is for recording transfers out of General Fund for consortium,
special education tuition, and community services fund subsidy. The Consortium transfer
is for our portion of costs associated with our participation in the vocational education
program. The Special Education transfers are for our usage of Special Education services
housed at other districts.

The Athletic Program will receive a subsidy up to $504,331 as approved in the
November revision.

The Community Education Program will require a subsidy up to $89,810 by
General Fund. The Community Education program is expected to return 5% of
expenditures to support a portion of the indirect costs in General Fund. The indirect
transfer back to General Fund is budgeted at $89,703. A transfer to General Fund of
$32,503 is recorded in the November 30 report.

Please see the program reports from the Special Education Director, Athletic
Director, and Community Education Director.

Debt Services — This category is for the Common Debt Retirement of the 1998 Debt,
2008 Building and Site and Refunding Debt, and 2012 Building and Site and Refunding
Debt.

Revenues are property tax collections. December 1 property tax revenues are
being received. Expenditures are principal and interest payments on the bonded debt. A
loan of $1,110,170 was required from the School Bond Loan Fund to cover our
obligations for the October Debt Payment. No additional School Bond Loan Fund
borrowing is anticipated for the remaining of the year. The projection is that we will
begin repayment of the School Bond Loan Fund starting in 2017-18.

While the goal is that these funds have revenue equal to expenses and no fund
balance, the timing of payments on the debt and the taxes received from collections
generate some fluctuation in balances.
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From: Sharon Raschke /’j?\”'v

Date: December 22, 2016

RE: Financial Narratives - November 30, 2016

The following is a compilation of information received from administrators and program
directors/managers in regard to budget status as of November 30, 2016.

Bates — Bates Elementary School is operating within the budget as established at the beginning
of the 2016-17 year. To date, Bates has spent roughly 30% of our annual budget, which is
consistent with the expenditures of previous years. We feel confident that we will be able to
continue to operate within our budgetary constraints for the remainder of the year. We have one
teacher who will be out on maternity leave during the last trimester of the year. We also have one
position that is being filled by a long-term guest teacher.

Our parent group, Team Bates, has supplemented our budget with classroom and whole
school grants. Money from fundraising efforts has supported all-school assemblies, field trips
and materials that would have otherwise come out of our general budget.

Cornerstone — Cornerstone Elementary School expenses continue to be in line with
expenditures from previous years. The 30% of the budget spent at this time is in line with our
usual spending at this time. Our teaching staff has remained relatively consistent throughout the
year. We did hire a new kindergarten teacher that is used to fill in for long term absences for
Cornerstone and Bates. We know there will be an opening next year for this position. Our para-
educator numbers remain consistent.

Cornerstone’s carry over money will be used to supplement our supply money. Our carry
over money is being used to provide the teachers with the supplies they need to enhance and
teach the curriculum. Cornerstone’s parent teacher group has provided funds from fundraisers to
help supplement our budget and support student programs. Cornerstone is working within its
established budget.

Wylie — Wylie Elementary School expenses continue to be in line with expenditures from
previous years. Wylie is currently operating within its budget for the 2016-17 school year. We
have spent 28% of our budget which is similar to years past. We purchased mathematics
materials for our new section of fourth grade and continue to add to our guided reading library
with a focus on our struggling and excelling students. We are working to develop a library of
take-home books for our struggling readers so that they have reading materials to check-out at
their level to read at home. We are focusing on diversity at Wylie and are working with a
consultant to celebrate differences amongst our students and staff. We are working to create
learning spaces throughout our school hallways by adding soft seating, whiteboard options and



student art work. Additionally, we are funding website subscriptions for students to use on their
Chromebooks in order to support curriculum.

We are partnering with our Wylie Parent Teachers Together group to help support some of
our initiatives with grants. We have planned for our purchases and anticipate staying within the
established budget.

Creekside — Creekside Intermediate School continues to operate within the allotted budget for
the fiscal year. Carry over money will be used to supplement our teaching supply and
professional learning budget. We have seen an increase in expenses related to professional
learning, and the implementation of Basecamp. Many teachers are providing flexible seating for
students and we have increased spending in that area. We anticipate an increase in para-
educators for the 2017-18 school year.

Mill Creek — Mill Creek Middle School continues to operate under the budget established at the
start of this fiscal year. I do not anticipate any fiscal challenges that will alter our original plan of
operating under the established budget.

We have spent additional money to help get Basecamp up and running and provide the
necessary resources. We also provided a three-day Professional learning experience for staff on
Project Based Learning in August from our building monies. I anticipate a slight dip in our carry
over, but we will continue to operate under the budget established at the start of the fiscal year.

Dexter High School — Dexter High School is currently operating within its budget for the 2016-
17 school year. Great thanks go to the technology department for helping us manage our copier
and printing costs. We believe the new machines and software are helping and will continue to
help us manage these costs. Generally we have kept other costs, particularly textbooks, below
what we have spent in the past.

Curriculum and Instruction — Curriculum and Instruction expenses are being incurred as
planned this year. Our budget has supported the purchase of NWEA in grades K-8, acquisition of
student journals and online resources for K-6 Everyday Math, summer workshops for the
Reading/Writing Project’s Teacher’s College, ELL training for support staff, and Summit
Basecamp and Project Based Learning professional development for teachers. We have been
able to support teachers with embedded writing professional development in grades Young 5-6
by contracting with the Literacy Ladies every month and are creating teacher leadership capacity
through an Instructional Leaders Institute for 40 of our teachers with Nancy Colflesh. We are
still working on alignment of standards and resources in Science, World Language and
Reproductive Health. We are on track to spend all of our budget by the end of the school year.

Special Education — The Special Education Department is currently operating within its budget
for the 2016-17 school year. As of the October 5, 2016, pupil count we have 461 special
education students receiving services within the district. The department has needed to contract
an additional .4 FTE Speech and Language Therapist due to high caseloads in this service area.



Athletics and Community Education —
Athletics Program
The athletic department is operating within the budget established last spring. Fall participation
fees have been collected. We are currently working to complete the winter participation fees.
Participation numbers remain steady. We had a great fall season. The fall athletes have done a
remarkable job. We hope to continue to encourage people to be a part of our Dread Strong
community.

The athletic department, with the ABCD Booster Club, has completed much of the “Wish
List” items for our sport teams. The ABCD has paid for close to $20,000 of equipment and
uniforms to help our athletes be successful on the playing field/court.

The department is continuing to work at all levels to build upon the progress that we have
made last school year. We are constantly looking for ways to improve our image and the
successes for all.

Community Education Program
Community Education has undergone a few budgetary changes in the last year. We have

outsourced a large portion of our employees to a third party employer, raised tuition at the early
childhood center, and have taken other smaller actions that have reduced expenses. Our plan is to
work hard to hit the numbers for income for this year. Recreation and Enrichment is adding
programming, an additional youth sports league, and expanded STEM Programs. While we are
doing all of this, it is unlikely that we will be able to return the 5% scheduled to the general fund.
We are working really hard to cover our costs.

Buildings and Grounds — Buildings and Grounds is experiencing some stress on our 2016-17
budget. We have made major repairs to the air handling systems at both pools, chillers at
Cornerstone, and our vehicles and equipment. We have also had to replace approximately 30
belimo valves throughout the district. There have been multiple roof issues across the district as
well as hot water and water pressure issues we have had to address. Also, there were some sewer
grinder pumps that had to be replaced as well as sprinkler systems that had to be repaired. A
majority of these issues were unexpected and had to be performed to keep the schools
operational. There were also some expensive fixes to our clock management system at Mill
Creek and Cornerstone. We are also replacing and repairing several of the interior and exterior
doors across the district. The house lighting at the high school CPA was also replaced over the
summer and we are currently completing a lighting fix at the high school gym.

We performed a pilot test on a new floor protection process for the terrazzo floors at
Wylie. This process consists of stone grinding the terrazzo floor and then placing two coats of
sealer over it. Although it is expensive and labor intensive the first year, the process pays for
itself by the third year with a reduction of supplies and labor. The end product is also much
improved as the floors have more shine and retain it the entire year.

As the buildings and equipment age, it will require our department to re-evaluate our
current budget allotment to insure we adequately support the districts assets.



Food and Nutrition — Food & Nutrition, adjusted for revenue accruals and expenses
encumbered, are $512,697 revenue and $556,761 expenses through November 30™. The Food &
Nutrition Fund Balance through November 30 is ($44,064), however the projected Fund Balance
through June 30 is 32,875.

We are experiencing reduced participation. We have taken steps to encourage increased
participation through social media marketing, samplings and introduction of new items as well as
new menu format changes.

We have experienced increased equipment repairs due to our aging equipment as well as
the brown out which will result in expenses greater than planned.

Detailed budget information by school, including monthly profit and loss statements, are
available upon request.

Technology — The Technology Department is on target to operate within our current budget. We
have seen an increase in repair costs due to aging equipment and with the 1:1 Chromebook
initiative at Creekside and Mill Creek. We have also replaced the sound equipment at the
Community Pool and Wylie Gym.

We continue to work with curriculum, administration, and teachers to provide the best
learning environment for our students. We purchased Apple TVs for each classroom allowing
teachers to present wirelessly and move freely about their rooms. This will make it so that
presenting from the front of the classroom isn't the only option. Teacher feedback has been
extremely positive.

Transportation — The Transportation Department is continuing to operate within its allotted
budget. We will be asking you in the near future to approve the purchase, through the bond, of a
couple of buses to replace some of our older ones. As always we will continue to monitor and

evaluate our operations.

Utilities — The following information shows a comparison of units of energy use and the
associated costs for the period of July through September. The years being compared are our
current year, last year, and our base year of 2007.

Units of Use

Utility 2007 2015 2016
Electricity 2,125,307 1,765,620 2,120,910

Gas 14,679 8,800 9,870
Cost of Use

2007 2015 2016

Electricity ~ $218,874 $116,694 $120,869
Gas $18,557 $11,060 $8,020
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