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EXPENDITURES

The fiscal 2010-11 adopted General Fund and Stabilization Fund budget for the
District is $663.6 million. This budget, coupled with carryover encumbrances of $6.5
million, resulted in a $670.1 million General Fund appropriation for FY 2011. The
following information is a financial update of the status of this appropriation through
December 31, 2010.

Through December 31, 2010 the District has expended $314.8 million and has
outstanding encumbrances of $11.3 million. This total of $326.1 million reflects
48.67% of the District’'s total appropriation (see Exhibit A). A statistical spending
range for the District is based on two analyses: first, time elapsed is six months or
50.00% of the fiscal year has passed. Secondly, thirteen out of twenty-six (13/26),
or 50.00% of the total pay periods have passed. Figure 1 illustrates these points.
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Overall, the District's encumbrance/expenditure level for December is on target
based on the two above analyses. This expenditure/encumbrance level is
consistent with prior year spending patterns and school operations. As an
examination of the categories of expenditures is performed, cyclical variances are
noted between categories which relate specifically to school opening activities.
Figure 2 compares the various expenditure categories to the expected level and to
the prior two years. The three years of data will be beneficial for trend analysis
performed throughout the year.
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As Figure 2 illustrates, overall salaries and fringe benefits are on target with
expectations for this time of year at 48.20%. We will continue to closely monitor this
area the remainder of the fiscal year.

The current year Purchased Services and Materials categories indicate a 51.54%
encumbrance/expenditure level for December. This encumbrance/expenditure rate
is mainly attributable to school opening costs (mainly textbooks). In addition many
of the annual maintenance contracts are encumbered at the beginning of the fiscal
year and then are spent down during the year. This is consistent with prior years
and the cyclical nature of school operations.

The Capital encumbrance/expenditure level, whose budget comprises only .35% of
the total General Fund budget, indicates a 30.26% encumbrance/expenditure level
for December. This amount is significantly lower from prior years due the District
utilizing equipment from the sixteen closed schools rather than purchasing new
equipment. It should be noted that the vast majority of on-going construction
projects are accounted for in other funds and therefore not reflected in the
encumbrances/expenditures above.

Finally, the debt service and other objects category of encumbrance/expenditures
(28.25%), which mainly reflects the payment of principal and interest for the energy
conservation notes and QZAB notes, treasurer and auditor fees, and the transfer of
monies to other District funds (as required by State regulations), is as expected at
December 31, 2010.
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In summary, the District’'s overall expenditures are on target with expectations this
time of year. Expenditures, as explained above, are consistent with prior years and
the cyclical nature of school district spending patterns, primarily in the area of
purchased services and supplies and materials. We will continue to monitor
expenditures and track key areas through the end of the fiscal year to identify any
concerns or opportunities as early as possible.

REVENUE

The discussion to this point has focused on expenditures. In monitoring District
finances, revenue forecasting and review are equally as critical. Figure 3 compares
revenue sources to the prior two years. The three years of data will be beneficial for
trend analysis performed throughout the year. In summary, the District's overall
revenues are on target with expectations this time of year.

Figure 3
Cleveland Municipal School District - Revenues by Category
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CASH BALANCES

The cash balance as of December 31, 2010 is $44,503,256. The unencumbered
balance as of December 31, 2010 is $33,254,954. See Figure 4 for details.

Figure 4
FY
2011
Beginning Cash Balance $13,032,171
Total Revenues 346,331,257
Total Expenses 314,860,172
Revenue over Expenses W
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