
Defiance City School Five Year Forecast
November 2022

EXECUTIVE SUMMARY

The below chart is an executive summary that outlines a simplified statement of the five-year forecast. It
reports revenues and expenses to show whether the District is in a Surplus or Deficit situation. The District
passed a $1.58 million levy in November 2022.  The renewal for that levy will be in Fiscal Year (FY) 2028.

As shown above, in FY 2023 a slight revenue shortfall is expected. This means that expenditures are
expected to be greater than revenue but only by $62,191. However, by the last year of the forecast, FY 2027,
the district is expected to have a revenue shortfall where expenditures are projected to be greater than
revenue by $5,967,076 The district would need to cut its FY 2027 projected expenses by 16.05% in order to
balance its budget without additional revenue. The district's cash balance is positive at year-end in FY 2023
and is projected to worsen by FY 2027. A worsening cash balance can erode the district's financial stability
over time.

The District is heavily reliant on State Aid. This forecast includes the new Fair School Funding Plan (FSFP)
adopted by Ohio starting in FY 2022. The district expects a combined impact of $467,248 in FY 2023. This
forecast includes the phase in of the FSFP and may change as new biennium budgets are introduced. As
information changes the estimates will be updated. The district is considered a guarantee district in FY 2023.
Information used in this forecast is based on current Biennium Budget percentages for phase in of the FSFP
over the next six years. This is important to note because if the funding formula does not phase in as currently
outlined, the impact to the District’s revenues could be substantial. It is the District's goal to offset deficit
spending to balance any negative balances.
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REVENUE ASSUMPTIONS

1.01  Real Estate (Property Taxes)

Real estate property tax revenue accounts for 21.46% of total revenue. Class I or residential/agricultural taxes
make up approximately 80.78% of the real estate property tax revenue. The Class I tax rate is 25.41 mills in
tax year 2022. This number is made up of fixed rate millage (20 mills) and fixed sum millage of 5.41. The
projections reflect an average gross collection rate of 99.4% annually through tax year 2026. The revenue
changed at an average annual historical rate of 3.52% and is projected to change at an average annual rate of
3.34% through FY 2027.

There are only two elements that affect
change in the valuation of a District.
Those two elements are reappraisal and
updates (Including Board of Revision
complaints) and new construction. The
District had its last Triennial update in
TY20 (collected in TY21). That increase
resulted in a valuation change of 10.2%
for Residential and -3.9% for Agriculture
making it an overall increase of 9.6%.
The chart to the right shows how much
the District receives in tax revenue each
year.

As stated above, the District millage for Class 1 is 25.41. The District is at 20.00 fixed rate millage, which
means it is collecting at the lowest tax rate for Class I allowed by law. This is called the 20 mill floor. If the
millage for the District “rolls” below 20 mills, it is increased back to 20 mills to accommodate this law. This
happens in FY2022 through FY2027.

1.03  Public Utilities Personal Property - PUPP

The public utility personal property tax revenue is generated from the personal property values, additions, and
depreciation reported by the utility companies. This category currently makes up 3.64% of total district
revenue. The property is taxed at the full voted tax rate which in tax year 2022 is 42.89 mills. The forecast is
modeling an average gross collection rate of 98.35%. The revenue changed historically at an average annual
dollar amount of $47,056 and is projected to change at an average annual dollar amount of $58,947 through
FY 2027. In FY21, the collection of these taxes was stalled by a slow delivery system that resulted in a drop in
collections. In FY22, that was recouped in addition to the full collection. Future years are forecast in relation to
valuation.

1.03  Income Tax

An income tax is a tax collected based on earned wages from residents of the District (regardless of where
they work) and flows to the District quarterly from the Ohio Department of Taxation. In 1991, the District passed
a continuous income tax levy. Pre-pandemic, the levy has had an average collection increase rate of 3.76% per
year. There are four different factors that combine to make the total collection. Those four factors are
withholding, quarterly estimated payments, payments made with returns, and refunds. Those payments are
paid to the District quarterly from the Ohio Department of Taxation. FY21 collection for withholding was down
.2% due to factors like the unemployment rate increasing and tax filing deadline extensions, without the impact
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of the pandemic, this would have been around 5.3%. FY22 income tax collection was $134,134 more than
FY21. FY23 collections received have resulted in an increase to collection and estimates of over $300,000
more than what was forecast in May of 2022. The average annual dollar change in total income tax revenue is
forecasted to be $76,865 through FY 2027. Income tax revenue is projected to account for 7.9% of total district
revenue in FY 2027.

1.035  Unrestricted State Grants-in-Aid

This is the funding the District receives from the Ohio Department of Education (ODE) based on the biennium
budget set by the Governor of Ohio. In July 2019, the State of Ohio passed H.B. 166 as the state's 2020 and
2021 state budget. Included in the budget, there is additional state aid for student wellness, supplemental
student wellness, and growing district aid. In FY22, the state adopted the FSFP for the 2022-2023 biennium
budget. Historically, the district saw. Because of the change in the formula, the base funding from the state was
calculated back up at $16,266,551. In addition, the district calculated FY22 categorical funding such as spec.
ed., preschool, and casino at $668,185. This has a high impact on the District’s cash flow because
Unrestricted State Funding is 55.9% of the District’s revenue each year.

In FY20, budget cuts reduced funding in May of FY20 by $359,293. However, in FY 2021, some of those cuts
were restored and the District funding was only reduced by $162,242. To offset these reductions in funding the
District was able to use Student Wellness and Success funding to offset personnel and purchase service
expenses. In FY20 and FY21, the District received Student Wellness and Success funding of $541,203.30 and
$836,775.55 respectively. The Student Wellness and Success revenue was not recorded in general fund
revenue in FY20 and FY21.

When the state adopted the Fair School Funding Plan (FSFP), the funding system changed dramatically.
Funding is now driven by a base cost methodology that incorporates the four components identified as
necessary to the education process. The Base Cost is currently calculated for two years using a statewide
average from historical actual data. For Defiance City School District, the calculated Base Cost total is
$17,203,407 in FY 2023. Using the total Base Cost of $17,203,407, with an enrollment of 2,362 the total per
pupil base cost is $7,284. The FSFP local capacity methodology, using a per pupil wealth/capacity of $131,907

calculates that the local portion of total base
cost is $2,580 per pupil in FY 2023. The local
per pupil portion is updated each fiscal year
and is projected to go up $166 by FY 2027.
At the same time, the total base cost per pupil
is estimated to increase by $565 to a total per
pupil base cost of $7,849. There are four
Base Cost component areas: Direct
Classroom Instruction $10,064,279,
Instructional and Student Support $2,367,103,
Building Leadership and Operations
$3,645,383, Leadership and Accountability
$1,126,641. Of the total base cost about 77%
is estimated for personnel related cost. The
chart to the right shows those components.
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The district's calculated total base cost is projected to go up 6.1% over the forecast period ending June 30,
2027. This change is a function of 'inflationary considerations' of the base cost components and enrollment.
The district's base cost enrollment is estimated to increase 1.6% over the forecast period. The resulting per
pupil base cost is expected to go up 7.8%. These results are trend-based and are only intended as an
indication of overall direction.

The current law calculates base cost for both years of the biennium, the same is assumed for subsequent
biennial budgets. This method causes per pupil base cost to remain stagnant in the 2nd year of a biennium.
Additionally, the FSFP methodology as passed by the legislature is using 2018 salary and benefit information
for FY 22 and 23 cost calculations. By FY 2024, these cost factors will be five years behind the current
forecast and in some cases the local share calculations.

Calculated local capacity to pay for the base cost is expected to increase 13.5% over the forecast period.
Therefore, the calculated locally generated funding of per pupil base cost is expected to go up 15.5%. At the
same time the calculated state share is expected to go up 3.5%. This results in a local share of 35.43% of
calculated base cost in FY 2022, compared to a local share of 37.96% in FY 2026.

Perhaps one of the biggest changes that Ohio made to per pupil funding is the definition of enrollment. Ohio
started using "district educated" which is composed of resident students attending and open enrollment "in"
students. In prior funding formulas the district total/ formula ADM was used to calculate state funding. This
change, in some cases reduces net state funding because the district is no longer receiving funding for
community school, scholarship students, etc. However, at the same time, the district will not be expensing
tuition to pay for these students and therefore purchased services cost will be lower.

This chart demonstrates
the changes in the way
enrollment is represented
in the old (yellow) and
new (green) formula.

Note:  Total ADM (yellow)
includes community school,
open enrollment "out",
scholarships, STEM as used in
the old funding formula..
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The FSFP is a formula that is being phased in and includes guarantees. In FY23 the District receives
$67,678.92 in Formula Transition Supplement. The District is forecast to be a formula (not guarantee) District
in FY24-27.

1.04  Restricted Federal Grants-in-Aid (line 1.045)

Restricted aid is the portion of state per pupil funding that must be classified as restricted use. Historically the
district's restricted state aid changed annually on average by $228,319 and is projected to change annually on
average by $33,616. The larger historical increase is a direct result of the SWSS funds being put back into the
general fund. Restricted funds represent 4.04% of total revenue. Starting in FY 2022 the district's Success &
Wellness funding is considered restricted, the state's share of this funding is recorded as restricted is
$499,712. This funding has implications on general fund expenditures in that certain spending now occurring in
a fund external to the general fund could shift to the general fund. The expenditures in this forecast are
adjusted to reflect this change.

1.05  Property Tax Allocation

Property tax allocation primarily consists of reimbursements from the state of Ohio for local taxpayer credits or
reductions. The state reduces the local taxpayer's tax bill with a 10% rollback credit, and 2.5% owner-occupied
rollback credit, plus a homestead credit for qualifying taxpayers. In FY 2023, approximately 11.8% local
residential property taxes will be reimbursed by the state in the form of rollback credits and approximately 4.3%
will be reimbursed in the form of qualifying homestead exemption credits.

1.06   All Other

Other revenue includes tuition received by the district for non-resident students educated by the district. It also
includes interest income, payments in lieu of taxes, and miscellaneous revenue. The historical average annual
change was -$391,761. The projected average annual change is $48,810 through FY 2027. The large
historical decrease was from open enrollment in being removed from the formula. The FSFP includes per pupil
funding for any open enrollment in students the district is educating. This revenue, if any, was recorded in
'other revenue' prior to FY 2022. Fiscal year 2022 and beyond will not include any open enrollment in
revenue.The district posted revenue code 1227 open enrollment in revenue of $1,339,892 in FY 2021.

2.070  Total Other Financing Sources

Other sources include revenue that is generally classified as non-operating. Return advances-in are the most
common revenue source. The district also receives other financing sources such as refund of prior year
expenditures in this category. The district is projecting that all other financing sources will be $17,458 in FY
2023 and average $17,458 annually through FY 2027.
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EXPENDITURE ASSUMPTIONS

3.01  Personnel Services

Salaries represent 53.53% of total expenditures and increased at a historical average annual rate of 3.56% or
$545,593. This category of expenditure is projected to grow at an annual average rate of 4.87% or $920,069
through FY 2027. The projected average annual rate of change is 1.31% more than the five year historical
annual average. The reason the forecasted amount is higher is because of the personnel expenses from
ESSER funding returning to the general fund in late FY24. Most personnel expenses are negotiated as part of
union agreements and the remaining are Board approved employment contracts.

In FY21, staff positions were reduced through attrition and reduction in force (RIF). This reduction was made
in an effort to reduce deficit spending. In addition, FY21 has adjustments for nursing services ($121,826),
guidance services ($89,714) and a behavioral specialist ($89,135) that are being paid from a fund outside of
the general fund (467 Student Wellness and Success Grant – SWSS). In FY22, the school nurse, school
counselors and an associate director (replacing behavioral specialist) were returned to the general fund
increasing expenses $278,123. In addition, the district hired additional intervention specialists and a part-time
music position resulting in an increase of $183,157 in certified salaries. For classified staff, the district realized
a projected savings of $29,680 in FY22 due to attrition. Administrative salaries had a $18,273 decrease related
to attrition but since the SWSS salaries were returned to the general fund, this resulted in an overall increase
of $58,418. However, with the savings from FY21 of $34,581, that net increase was only $23,837. The District
is also using ESSER II and ARP ESSER monies to offset GF salary expenses in FY23-FY24. Those reductions
will also return to the general Fund in FY24-FY25.

This is a graph that exhibits
the breakdown of
classifications expended
from this category. As you
can see from the chart, the
majority of spending is on
certified staff (teachers and
other instructional staff).

The FY22 District report
card reported that DCS
spends 73.3% on
instruction and is ranked
15 out of its 264 similar
districts for instructional
spending.
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3.02  Retirement and Benefits

Benefits represent 22.39% of total expenditures and increased at a historical average annual rate of 4.73%
This category of expenditure is projected to grow at an annual average rate of 8.13% through FY 2027. The
projected average annual rate of change is 3.40% more than the five year historical annual average, reflecting

the position paid with ESSER funds
returning to the general fund in FY24
inflating the average increase. The expense
for this category is derived from actual
health plan costs, number of enrollees,
SERS and STRS. The insurance rate
increases for FY21 were 9% for PPO plan.
In order to offset that high of an increase,
the District added the option of a High
Deductible Health Plan (HDHP), resulting in
savings to the District. In FY22, the District
eliminated the PPO plan and only offered
the High Deductible Health Plan. This
started January 2022. This change will help
save the District money and offset future

health insurance increases. In FY23, the District received another large increase in medical premiums of 13%
starting on January 1, 2023. In FY24-FY27, there is a 15% increase. This increase is higher than the trend
because consortium reserves needed to be replenished. FY24, the ESSER grant paid employees return to the
general fund causing a spike of 12.32% over FY22 costs. The above is a visual representation of these
changes.

3.03  Purchased Services

Purchased Services represent 11.49% of total expenditures and decreased at a historical average annual rate
of -8.39%. The decrease represents the FSFP only posting expenses related to district educated enrollment
thereby reducing tuition cost for open enrollment out, community schools, STEM, and scholarships starting in
FY 2022. This category of expenditure is projected to grow at an annual average rate of 3.51% through FY
2027.

Purchase services are difficult to manage because they are services that the District is mandated to supply to
students. One example of this is excess costs. Excess costs are expenses that the District pays to other
Districts for special needs students open enrolled out or foster placed in the other District, yet the District
cannot control the costs of the other Districts for that student.

Purchase services also include a service agreement for special services, preschool and health services. These
services are provided by the Northwest Ohio Educational Service Center (NWOESC). These services include
nursing, special education classrooms, physical therapy, occupational therapy, independent education center
and other needed interventions as well as the District’s typical peer preschool. In FY20, the District reduced
one typical peer classroom saving over $190,000 and also diverted $292,983.33 of preschool costs to Student
Wellness and Success Funds. Also, since the SWSS funds continued in FY21, the preschool expense
continued to come from that grant fund for another year. In future years, since SWSS funds are reallocated to
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the General Fund, the District
partially reallocated some of
those expenses to ESSER II
and ARP ESSER so that the
District did not have to eliminate
the all day classroom.

Utility expenses are also posted
here. They include trash,
telephone, electric, water/sewer
and gas expenses. In FY20 the
District realized a decrease in
its utilities due to the closure of
the buildings in March 2020
(Governor’s order). In FY21, the
District realized electric
discounts of $73,116 for joining
the First Energy OSC
Consortium. Future years are
forecast between 3-5%.

Other purchase services
include professional and
technical service contracts,
property services, professional
development, postage services,
contracted services, legal fees,
pupil transportation and other.
Of these categories, property
services (insurance, repairs,
maintenance and rentals) are
the largest contributors. Future
years are forecast based on
expected District needs and
trend analysis.

The chart above represents the expense categories as a part of the total. The decrease from the change to the
FSFP is shown in FY21 to FY22 in tuition expenses.

3.04  Supplies

Supplies consist of general supplies (instructional, maintenance, transportation, etc.) textbooks, library books
and newspapers/periodicals. Supplies & Materials represent 2.09% of total expenditures. Textbooks are the
largest expense out of this category. In FY20, only a small amount was spent on textbooks to conclude the
previous year’s series. In FY21, no textbooks were purchased due to COVID. Additional textbook purchases in
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FY22 were taken from ESSER grants to maintain the operations of the District and address learning loss. In
FY23, there are no textbooks scheduled out of the general fund, but they are allocated using ARP ESSER
funding. In FY24 forward, textbooks are budgeted at $200,000-300,000 per year.

3.05  Capital Outlay

Capital Outlay represents 1.55% of total expenditures and decreased at a historical average annual amount of
-$62,871. This category of expenditure is projected to grow at an annual average rate of $25,845 through FY
2027. The projected average annual change is more than the five year historical annual average. Also included
in this line item is bus lease and purchase expenses. The District bus fleet is aging and is in need of
replacements. In FY21, two buses were leased of which the first lease payment was covered by a grant. The
remaining two lease payments will be paid in FY22-23 from the general fund. In addition, in April of 2021, the
Board of Education passed a resolution to purchase one full size bus and two micro buses. A new bus grant
was received and the District was able to purchase 3 buses for the 2022-2023 school year (portion from grant,
portion from general fund). However, due to shortages resulting from the pandemic, those buses have yet to
arrive. The District has moved away from leasing the buses to purchasing them outright to save on interest
costs. In FY23, to avoid deficit spending, the District is not planning on buying any new buses. In FY24-27,
there is $250,000 allocated for new buses each year. The same is true for new vehicle purchases. In FY23 the
District will purchase one used vehicle and in future years $35,000-$50,000 is budgeted.

3.06-4.06  Intergovernmental Debt

In March of 2016, the District borrowed 2.5 million in Certificates of Participation. The line items in this
category are based on the principle and interest repayment schedule. The Board decided to pay off this
obligation early to save over $39,000 in interest. This accounts for the $1,050,000 increase in FY22 and the
removal of future payments. This debt would have been paid in full in FY24 if not for this early payoff in FY22.

4.30  Other Expenses

Other Objects represent .94% of total expenditures and increased at a historical average annual rate of
10.43%. This category of expenditure is projected to decrease at an annual average rate of 1%-3% through
FY 2027. This category is adjusted frequently based on District needs.

5.010 to 5.030 Advances and Transfers

Operating transfer out is to move the expense of the payment for Certificates of participation to the correct cost
center. That transfer is used for accounting purposes only and is not an expense. In FY22, this is increased to
allow for the aforementioned debt payoff of $1,050,000. Refund of prior years expenses are also accounted for
in this line item. In future years, only the refund of prior years expenses are accounted for in this line item.
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REVENUE AND EXPENDITURE CONCLUSIONS

This chart exhibits
the District’s
revenues into a
visual representation
of how each impacts
the overall total. The
District is heavily
reliant on
Unrestricted Aid
(red) and Local
Resources (Blue,
Orange and Green).
Changes in these
categories will
significantly impact
the District’s
financial stability.
The District
maximizes all
opportunities to
increase revenue to
offset the burden on
the general fund.

This chart exhibits
the District’s overall
expenditures. The
majority of expenses
are derived from
Personnel Services
and Benefits. The
District is a service
provider and
expends the majority
of revenues on
people and service
providers.
When expenses
increase or revenue
decreases, the
District has to make
hard financial
decisions to maintain
the school District’s
high level of service
and student
achievement.
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