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INDEPENDENT AUDITORS’ REPORT

Board of Education

Mad River Local School District
801 Old Harshman Road
Dayton, Ohio 45431

We have audited the accompanying financial statements of the governmental activities, each major fund,
and the aggregate remaining fund information of the Mad River Local School District (the District) as of
and for the year ended June 30, 2010, which collectively comprise the District’s basic financial statements
as listed in the table of contents. These financial statements are the responsibility of the District’s
management. Our responsibility is to express opinions on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the financial statements are free of
material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts
and disclosures in the financial statements. An audit also includes assessing the accounting principles
used and the significant estimates made by management, as well as evaluating the overall financial
statement presentation. We believe that our audit provides a reasonable basis for our opinions.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, each major fund, and the aggregate remaining
fund information of the Mad River Local School District, as of June 30, 2010, and the respective changes
in financial position thereof for the year then ended in conformity with accounting principles generally
accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated December 13,
2010, on our consideration of the District’s internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other
matters. The purpose of that report is to describe the scope of our testing of internal control over financial
reporting and compliance and the results of that testing, and not to provide an opinion on the internal
control over financial reporting or on compliance. That report is an integral part of an audit performed in
accordance with Government Auditing Standards and should be considered in assessing the results of
our audit.

The management’s discussion and analysis on pages 3 through 10 and the budgetary comparison
schedule and notes on pages 44 through 46 are not a required part of the basic financial statements but
is supplementary information required by accounting principles generally accepted in the United States of
America. We have applied certain limited procedures, which consisted principally of inquiries of
management regarding the methods of measurement and presentation of the required supplementary
information. However, we did not audit the information and express no opinion on it.

2525 north limestone street, ste. 103
springfield, oh 45503

www.cshco.com
p. 937.399.2000
f. 937.399.5433
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Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the District's basic financial statements. The accompanying schedule of expenditures of federal
awards is presented for purposes of additional analysis as required by U.S. Office of Management and
Budget Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations, and is also
not a required part of the basic financial statements of the District. The schedule of expenditures of
federal awards has been subjected to the auditing procedures applied in the audit of the basic financial
statements and, in our opinion, is fairly stated, in all material respects in relation to the basic financial
statements taken as a whole.

Lok Schfln: ookt 7 &

Springfield, Ohio
December 13, 2010



Mad River Local School District
Management’s Discussion and Analysis
For the Fiscal Year Ended June 30, 2010
(Unaudited)

The discussion and analysis of Mad  River Local School District’s financial perform ance provides an

overall review of the Dist rict’s financial activities fo r the fiscal year ended June 30, 2010. The intent of
this discussion and analy sis is to look at the Distri ct’s financial performance as a whole; readers should
also review the notes to the basic financial state ments and the basic financial st atements to enhance their
understanding of the District’s performance.

Financial Highlights
Key financial highlights for 2010 are as follows:

e Net assets of governm ental activities decreased $2,403,591 whi ch represents a 3 % decrease from
2009.

e General revenues accounted for $3 1,451,323 in revenue or 74% of all reven ues. Progra m specific
revenues in the form of charges for services a nd sales, grants and contributions accounted for
$11,108,920 or 26% of total revenues of $42,560,243 .

e The District had $44,963,834 1 n expenses relat ed to governm ental activities; $11,108,920 of these
expenses wer e offset by program spe cific charge s for services, grants or contributions. General
revenues of $31,451,323 were also used to provide for these programs.

OVERVIEW OF THE FINANCIAL STATEMENTS

This annual report consists of a ser ies of financial statements and notes tot  hose statements. These
statements are organized so the reader can understand the District as a financial whole, an entire operating
entity. The statements t hen proceed to provide  an increasin gly detailed look at specific financial
activities.

The Statement of Net Assets and Statements of Activities provide i nformation about t he activities of the

whole District, presenting both an aggr egate view o f the District ’s finances and a longer-t erm view of
those finances. Fund financial statements provide the next level of detail. For governmental funds, these
statements tell how services were financed in the short-term as well as what remains for future spending.
The fund fin ancial statements also look at the Distri ct’s most significant funds with all other nonmajo r
funds presented in total in one column. The General Fund is the major fund of the District.



Mad River Local School District
Management’s Discussion and Analysis
For the Fiscal Year Ended June 30, 2010
(Unaudited)

Government-wide Financial Statements

While this document contains the la rge number of funds used b y the District to provide programs and
activities, the view of the District as a whole looks at all financial transactions and asks the question,
“How did we do financia lly during 2010?” The Gove rnment-wide Financial State ments answer this
question. These statements include all assets and liabilities using the accrual basis of accounting similar
to the accounting used by most private-sector companies. This basis of accounting takes into account all
of the current year’s revenues and expenses regardless of when cash is received or paid.

These two st atements report the District’ s net assets and changes in those assets. This change in net
assets is i mportant because it tells the reader that, fo r the District as a whole, the financial position has
improved or diminished. The causes of this change may be the result of m any factors, both financial and
non-financial. Non-financial factors incl ude the District’s property tax base, curr ent property tax laws in
Ohio restricting revenue growth, facility conditions, required educational programs and other factors.

In the Government-wide Financial Statements, the District presents:

e Governmental Activities — Most of the District’ s programs and services are rep orted here including
instruction, s upport services, operation of non-inst ructional services, extracur ricular activities and
interest and fiscal charges.

Fund Financial Statements

The analysis of the Distric t’s major fund is presente d in the Fund Financial S tatements. Fund financial
reports provide detailed inform ation about the District ’s major fund. The District uses many funds to
account for a multitude of financial transactions. Howe ver, these fund financial stat ements focus on the
District’s most significant funds.

Governmental Funds Most of the District’s activities are re ported in governmental funds, which focus
on how money flows into and out of th ose funds and th e balances left at y ear-end available for spending
in fut ure periods.  These funds are r eported using an acc ounting m ethod called modified accrual
accounting, which measures cash and all other financial assets that can readily be converted to cash. The
governmental fund statements provide a detailed short-term view of the District’ s general governm ent
operations and the basic services it ~ provides. G overnmental fund inf ormation helps you determ ine
whether ther e are more or fewer fin ancial re sources th at can be spent in the near future to finance
educational programs. The relationship (or differences) between governmental activities (reported in the
Statement of Net Assets and the S tatement of Activities) and governm ental funds is reconciled in the
financial statements.

Fiduciary Funds Fiduciary Funds are used to account for  resources held f or the benefits of parties
outside the government. Fiduciary Fu nds are not reflected in th e government-wide financial statements
because the resources of those funds are not available to support the District’s own programs.



Mad River Local School District
Management’s Discussion and Analysis
For the Fiscal Year Ended June 30, 2010
(Unaudited)

The District as a Whole

As stated previousl y, the Statement of Net Assets 1ooks at the Di strict as a whole. Table 1 provides a
summary of the District’s net assets for 2010 compared to 2009:

Table 1
Net Assets
Governmental Activities
2010 2009
Assets:
Current and Other Assets $29,910,580 $31,413,274
Capital Assets 78,970,401 80,637,386
Total Assets 108,880,981 112,050,660
Liabilities:
Other Liabilities 13,494,104 13,557,347
Long-Term Liabilities 17,021,340 17,724,185
Total Liabilities 30,515,444 31,281,532
Net Assets:
Invested in Capital Assets, Net of Related Debt 65,139,660 65,914,300
Restricted 5,627,172 3,332,748
Unrestricted 7,598,705 11,522,080
Total Net Assets $78,365,537 $80,769,128
O Net Assets
M Liabilities
$150,000,000 O Assets
$100,000,000
$50,000,000

$0
2010 2009

Over time, net assets can serve as a useful indicator of a government’ s financial position. At June 30,
2010, the District’s assets exceeded liabilities by $78,365,537 .

At year-end, capital as sets represented 73% of total assets. Cap ital assets include land, buildings and
improvements, and equipment. Capita | assets, net o f related debt to acquire the ass ets at June 30, 2010,
was $65,139,660 These capital ass ets are used to provide ser vices to the students and are not available
for future spending. Although the District’s investment in capital assets is reported net of related debt, it
should be not ed that the resources to repay the debt must be provided from other sources, since capital
assets may not be used to liquidate these liabilities.



Mad River Local School District
Management’s Discussion and Analysis
For the Fiscal Year Ended June 30, 2010
(Unaudited)

A portion of the Distri  ct’sneta ssets, $5,627,172 re presents r esources that are subject to externa |
restriction on how they must be used. The external restriction will not af fect the availability of fund
resources for future use.

Total assets decreased fr om 2009 to 2010 m ainly due to a decrease in equit y i n pooled cash and
investments as well as capi tal assets due to depreciation being greater than current year additions. Long-

Term Liabilities decreased mainly due to the District making regularly scheduled debt payments.

Table 2 shows the changes in net assets for fiscal years 2010 and 2009.

Table 2
Changes in Net Assets

Governmental Activities

2010 2009

Revenues:
Program Revenues

Charges for Services $1,982,768 $1,867,980

Operating Grants, Contributions 9,126,152 7,776,144
General Revenues:

Property Taxes 9,725,427 9,887,146

Grants and Entitlements 21,300,001 21,514,214

Other 425,895 832,621
Total Revenues 42,560,243 41,878,105
Program Expenses:
Instruction 25,005,106 24,831,151
Support Services:

Pupil and Instructional Staff 5,830,739 4,674,748

School Administrative, General

Administration, Fiscal and Business 3,957,109 3,673,169

Operations and Maintenance 4,286,224 4,226,946

Pupil Transportation 1,462,191 1,648,023

Central 383,860 273,263
Operation of Non-Instructional Services 2,461,390 2,350,481
Extracurricular Activities 657,319 550,190
Interest and Fiscal Charges 919,896 787,381
Total Program Expenses 44,963,834 43,015,352
Change in Net Assets (2,403,591) (1,137,247)
Net Assets Beginning of Year 80,769,128 81,906,375
Net Assets End of Year $78,365,537 $80,769,128

* - $2,422,322 was reclassed from grants and entitlements to operating grants, contributions.



Mad River Local School District
Management’s Discussion and Analysis
For the Fiscal Year Ended June 30, 2010
(Unaudited)

Governmental Activities

The District revenues are mainly from two sources. Property taxes levied for general, special revenue,
and debt ser vice purpose s, and grants and entitle ments co mprised 73% of the District’ s revenues for
governmental activities.

The District depends greatly on property taxes as a revenue source. The unique nature of pr operty taxes
in Ohio creates the need to routi nely seek voter approval for operating funds. The o verall revenues
generated by a levy will not increase so lely as a result of inflation. As an example, a homeowner with a
home valued at $100,000 and taxed at 1.0 mill would pay $35.00 annually in taxes. If three years later the
home were reappraised and increased to $200,000 (and this inflationary increase in value is comparable to
other property owners) the effective tax rate would become .5 mills and the owner would still pay $35.00.

Thus Ohio districts do not receive additional property tax revenue from increases in appraisal values and
must regularly return to the voters to maintain a constant level of service. Property taxes made up 23% of
revenue for governmental activities for the District in fiscal year 2010.

Percent
Revenue Sources 2010 of Total
General Grants $21,300,001 50.05%
Program Revenues 11,108,920 26.10%
General Tax Revenues 9,725,427 22.85% 50.1%
Investment Earnings 141,998 0.33%
Other Revenues 283,897 0.67%

$42,560,243 100.00%

Instruction comprises 55.6% of governmental program expenses. Support services expenses were 35.4%
of governmental program expenses. All other expenses including intere st expense were 9.0% . Interest
expense was attributable to the outstanding bond and borrowing for capital projects.

The District had a decr ease in taxe s revenue mainly due to a decre ase in property tax receipts and a
decrease in the am ount available for advance at year end. Ins tructional, p upil and i nstructional staf f
expenses increased mainly due to an increase in personnel costs and general inflationary factors.

The Statement of Activities shows the cost of prog ram services and the char ges for services and grants
offsetting those services. Table 3 shows, for governme nt activities, the total cost of services and the net
cost of services. That is, it identifies the cost of these services supported by tax revenue and unrestricted
State entitlements.



Mad River Local School District
Management’s Discussion and Analysis
For the Fiscal Year Ended June 30, 2010

(Unaudited)
Table 3
Governmental Activities
Total Cost of Services Net Cost of Services
2010 2009 2010 2009
Instruction $25,005,106 $24,831,151 ($18,537,774) ($21,801,430)
Support Services:
Pupil and Instructional Staff 5,830,739 4,674,748 (4,994,657) (4,103,365)
School Administrative, General
Administration, Fiscal and Business 3,957,109 3,673,169 (3,703,546) (3,444,029)
Operations and Maintenance 4,286,224 4,226,946 (3,405,820) (4,226,946)
Pupil Transportation 1,462,191 1,648,023 (1,345,615) (854,689)
Central 383,860 273,263 (381,325) (261,758)
Operation of Non-Instructional Services 2,461,390 2,350,481 (79,789) (26,974)
Extracurricular Activities 657,319 550,190 (486,492) (286,978)
Interest and Fiscal Charges 919,896 787,381 (919,896) (787,381)
Total Expenses $44,963,834 $43,015,352 ($33,854,914) ($35,793,550)
The District’s Funds

The District has one m ajor governmental fund: the General Fund. Assets of the general fu nd comprised
$22,021,192 (74%) of the total $29,908,783 governmental funds assets.

General Fund: Fund balance at June 3 0, 2010 was $9,828,408, a decrease in fund balance of $957 ,007
from 2009. The prim ary reason for th e decrease in the fund balance was due to a decrease in taxes
(reimbursed by the state) and intergovernmental (less foundation monies received by the District) revenue
from 2009.

General Fund Budgeting Highlights

The District’ s budget is prepared according to Ohio law and is based on accounting for certai n
transactions on a basis of cash receipts, disbursements and encumbrances. The most significant budgeted
fund is the General Fund.

During the course of fiscal 2010, the District amended its general fund bud get. The District uses site-
based budgeting and the b udgeting systems are designed to tightly control total site budgets but pro vide
flexibility for site m anagement. During the course of the year, the District revised the Budget in an

attempt to deal with unexpected changes in revenues and expenditures.

For the General Fund, th e original b udget basis re venue was $35,2 19,063, compared to final bu dget
estimates of $34, 891,569. The dif ference between the ori ginal budget basis and final bud get was
$327,494, which was mostly due to overestimates for taxes and intergovernmental revenue estimates.

The District’s ending unobligated cash balance was $12,847,026.



Mad River Local School District
Management’s Discussion and Analysis
For the Fiscal Year Ended June 30, 2010
(Unaudited)

Capital Assets and Debt Administration

Capital Assets

At the end of fiscal 2010, the District had $78,970,401 invested in land, buildings and improvements, and
equipment. Table 4 shows fiscal 2010 balances compared to fiscal 2009:
Table 4
Capital Assets at June 30
(Net of Depreciation)

Governmental Activities

2010 2009
Land $916,000 $916,000
Buildings and Improvements 76,955,937 78,684,539
Equipment 1,098,464 1,036,847
Total Net Capital Assets $78,970,401 $80,637,386

Overall, net capital ass ets decreased mainly due to current depreciation expense exce eded current year
additions.

See Note 6 to the basic financial statements for further details on the District’s capital assets.

Debt

At June 30, 2010, the District had $14,943, 138 in bonds and capital leases outstanding, $1, 048,758 due
within one year. Table 5 summarizes debt outstanding.

Table 5
Outstanding Debt, at Year End

Governmental Activities

2010 2009
Bonds and Leases Payables:
Ohio School Facility Project Bond $4,540,000 $5,250,000
Refunding Bonds:
Current Interest Bonds
Classroom Facilities 8,255,000 8,385,000
Capital Appreciation Bonds 20,000 20,000
Interest Accretion on Capital Appreciation Bonds 1,112,397 1,067,308
Accrued Premium on Refunding Bonds 21,745 23,245
Deferred Amount on Refunding Bonds (636,278) (680,159)
Capital Lease 1,630,274 1,725,000
Total Bonds and Leases $14,943,138 $15,790,394

See Notes 7-9 to the basic financial statements for further details on the District’s long-term obligations.



Mad River Local School District
Management’s Discussion and Analysis
For the Fiscal Year Ended June 30, 2010
(Unaudited)

For the Future

A challenge facing the District is the fu ture of st ate funds. On December 11, 2002, the Oh io Supreme
Court found the state's school funding sy stem unconstitutional but declined t o retain jurisdiction of t he
matter meaning the deci sion include d no timeline for compliance or accountabilit y for lack of
compliance. The District is currently unable to dete rmine what effect, if any, this decision will have on
its future State funding and on its financial operations.

In June of 2005, the State legislature passed House Bill 66. House Bill 66 phases out the tax on tangible
personal property of general business, telephone, and telecommunications companies, and railroads. T he
tax on general business and railroad property began being phased out in 2006 and will be eliminated by
2009. The tax on telephone and telecommunication property will begin being phased out in 2009 and will
be eliminated by 2011. The tax is being phased out by reducing the assessment rate on the property each
year. In the first five y  ears, school districts are being reim bursed fully for the lost revenue; in the
following seven years, the reimbursements are phased out.

In July, 2009, the Ohio’s Governor signed HB 1, the state biennium budget bill. Included in this bill was
a co mplete overhaul of the school f unding m odel fo r all sch ool districts in Ohio.  The new Ohio
Evidence-Based Model (OEBM) repl  aces the lon g-standing f oundation for mula that was declared
unconstitutional by the Ohio Suprem e Court. Ifev er fully-funded, the new model has the potential to
drive fun ding based on student need s and could result in additional revenue. However , the current
economic crisis has reduced revenue at the state lev el prompting budget redu ction measures across th e
State. As such, the funding for the OE BM started in FY10 by allocating the funding for each year based
on 99% of t he FY09 fun ding and 98% of t he FY10 funding, respectively. F ederal stimulus funds are
being used in Ohio to balance the  education budget and as such, fundin g for public education at the
current level is not secure beyond FY'11. This uncertainty could have a major impact on our instructional
and operational programs. The need for additional revenue and or expenditure reductions will need to be
monitored closely.

This scenario requires m anagement to plan carefully and pru dently t o pr ovide the resour ces to m eet
student needs over the next several years.

All of the District’ s financial abilities will be needed to meet the challenges of the future. With careful
planning and monitoring of the District’s finances, the District’s management is confident that the District
can continue to provide a quality education for our students and provide a secure financial future.

Contacting the District’s Financial Management

This financial report is designed to  pro vide our citizens, taxpay ers, and investors and creditors with a
general overview of the District’s finances and to show the District’ s accountability for the m oney it
receives. If you have questions about this report or need additional financial inform ation, contact Jerry
Ellender, Treasurer at Mad River Local School District, 801 Harshman Road, Riverside, Ohio 45431. Or
E-mail at jerry.ellender@madriverschools.org.
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Mad River Local School District, Ohio
Statement of Net Assets
June 30, 2010

Assets:
Equity in Pooled Cash and Investments
Receivables:

Taxes

Accounts

Interest

Intergovernmental
Deferred Bond Issuance Costs
Inventory
Nondepreciable Capital Assets
Depreciable Capital Assets, Net

Total Assets

Liabilities:
Accounts Payable
Accrued Wages and Benefits
Accrued Interest Payable
Unearned Revenue
Claims Payable
Long-Term Liabilities:
Due Within One Year
Due In More Than One Year

Total Liabilities

Net Assets:

Invested in Capital Assets, Net of Related Debt

Restricted for:
Debt Service
Capital Projects
Other Purposes

Unrestricted

Total Net Assets

See accompanying notes to the basic financial statements.

Governmental
Activities

$19,497,702

9,878,053
41,077
4,962
348,059
119,546
21,181
916,000
78,054,401

108,880,981

332,830
4,330,290
159,185
8,597,804
73,995

1,398,949
15,622,391

30,515,444

65,139,660

1,062,026
2,295,648
2,269,498
7,598,705

578365537

1"



Mad River Local School District, Ohio
Statement of Activities

For the Fiscal Year Ended June 30, 2010

Program Revenues

Net (Expense) Revenue
and Changes in Net Assets

Charges for Operating Grants Governmental
Expenses Services and Sales  and Contributions Activities
Governmental Activities:
Instruction:
Regular $16,915,069 $756,022 $665,836 ($15,493,211)
Special 4,552,186 45,914 3,511,357 (994,915)
Vocational 2,018,743 0 1,121,142 (897,601)
Adult 28,546 0 0 (28,546)
Other 1,490,562 138,687 228,374 (1,123,501)
Support Services:
Pupil 2,644,153 0 94,799 (2,549,354)
Instructional Staff 3,186,586 0 741,283 (2,445,303)
General Administration 75,920 0 0 (75,920)
School Administration 3,183,649 83,530 169,142 (2,930,977)
Fiscal 688,997 0 891 (688,106)
Business 8,543 0 0 (8,543)
Operations and Maintenance 4,286,224 10,855 869,549 (3,405,820)
Pupil Transportation 1,462,191 10,825 105,751 (1,345,615)
Central 383,860 0 2,535 (381,325)
Operation of Non-Instructional Services 2,461,390 766,108 1,615,493 (79,789)
Extracurricular Activities 657,319 170,827 0 (486,492)
Interest and Fiscal Charges 919,896 0 0 (919,896)
Total Governmental Activities $44,963,834 $1,982,768 $9,126,152 (33,854,914)

General Revenues:
Property Taxes Levied for:
General Purposes
Special Revenue Purposes
Debt Service Purposes

Grants and Entitlements not Restricted

Unrestricted Contributions
Investment Earnings
Other Revenues

Total General Revenues
Change in Net Assets

Net Assets Beginning of Year

Net Assets End of Year

See accompanying notes to the basic financial statements.
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8,411,378
95,877
1,218,172
21,300,001
18,267
141,998
265,630

31,451,323

(2,403,591)

80,769,128

$78,365,537




Mad River Local School District, Ohio
Balance Sheet

Governmental Funds

June 30, 2010

Assets:
Equity in Pooled Cash and Investments
Receivables:
Taxes
Accounts
Interest
Intergovernmental
Interfund
Inventory

Total Assets

Liabilities and Fund Balances:
Liabilities:

Accounts Payable

Accrued Wages and Benefits
Compensated Absences
Interfund Payable

Deferred Revenue

Claims Payable

Total Liabilities

Fund Balances:

Reserved for Encumbrances
Reserved for Inventory

Reserved for Property Tax Advances

Unreserved, Undesignated, Reported in:

General Fund

Special Revenue Funds
Debt Service Funds
Capital Projects Funds

Total Fund Balances

Total Liabilities and Fund Balances

See accompanying notes to the basic financial statements.

Other Total
Governmental Governmental

General Funds Funds
$13,340,907 $6,156,795 $19,497,702
8,530,899 1,347,154 9,878,053
41,041 36 41,077
4,962 0 4,962
0 348,059 348,059
103,383 14,366 117,749
0 21,181 21,181
22,021,192 7,887,591 29,908,783
217,341 115,489 332,830
3,828,114 502,176 4,330,290
0 168,138 168,138
0 117,749 117,749
8,073,334 1,334,937 9,408,271
73,995 0 73,995
12,192,784 2,238,489 14,431,273
312,950 130,332 443,282
0 21,181 21,181
457,565 78,828 536,393
9,057,893 0 9,057,893
0 2,198,247 2,198,247
0 938,533 938,533
0 2,281,981 2,281,981
9,828,408 5,649,102 15,477,510
$22,021,192 $7,887,591 $29,908,783
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Mad River Local School District, Ohio

Reconciliation of Total Governmental Fund Balance to
Net Assets of Governmental Activities

June 30, 2010

Total Governmental Fund Balance

Amounts reported for governmental activities in the
statement of net assets are different because:

Capital assets used in governmental activities are not financial
resources and therefore are not reported in the funds.

Other long-term assets are not available to pay for current-
period expenditures and therefore are deferred in the funds.

Delinquent Property Taxes
Intergovernmental

In the statement of net assets interest payable is accrued when
incurred, whereas in the governmental funds interest is
reported as a liability only when it will require the use of
current financial resources.

Some liabilities reported in the statement of net assets do not
require the use of current financial resources and therefore
are not reported as liabilities in governmental funds.

Compensated Absences

Deferred bond issuance cost associated with long-term liabilities
are not reported in the funds.

Long-term debt obligations, are not due and payable in the current

period and therefore are not reported in the funds.

Net Assets of Governmental Activities

See accompanying notes to the basic financial statements.

$743,856
66,611
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$15,477,510

78,970,401

810,467

(159,185)

(1,910,064)

119,546

(14,943,138)
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Mad River Local School District, Ohio

Statement of Revenues, Expenditures
and Changes in Fund Balance

Governmental Funds

For the Fiscal Year Ended June 30, 2010

Other Total
Governmental Governmental
General Funds Funds
Revenues:
Taxes $8,119,529 $1,270,234 $9,389,763
Tuition and Fees 315,463 286,217 601,680
Investment Earnings 141,403 595 141,998
Intergovernmental 24,331,401 6,530,627 30,862,028
Extracurricular Activities 31,723 221,656 253,379
Charges for Services 349,768 766,108 1,115,876
Other Revenues 196,450 99,281 295,731
Total Revenues 33,485,737 9,174,718 42,660,455
Expenditures:
Current:
Instruction:
Regular 14,857,481 993,656 15,851,137
Special 2,563,351 1,752,921 4,316,272
Vocational 1,595,678 52,389 1,648,067
Adult 28,546 0 28,546
Other 1,173,491 317,071 1,490,562
Support Services:
Pupil 2,462,921 134,224 2,597,145
Instructional Staff 2,374,738 737,267 3,112,005
General Administration 75,920 0 75,920
School Administration 2,850,437 323,611 3,174,048
Fiscal 672,097 14,830 686,927
Business 8,543 0 8,543
Operations and Maintenance 3,155,547 1,084,458 4,240,005
Pupil Transportation 1,428,600 491 1,429,091
Central 370,269 8,720 378,989
Operation of Non-Instructional Services 17,884 2,403,623 2,421,507
Extracurricular Activities 430,198 227,121 657,319
Capital Outlay 0 105,804 105,804
Debt Service:
Principal Retirement 173,516 840,000 1,013,516
Interest and Fiscal Charges 85,344 579,653 664,997
Total Expenditures 34,324,561 9,575,839 43,900,400
Excess of Revenues Over (Under) Expenditures (838,824) (401,121) (1,239,945)
Other Financing Sources (Uses):
Issuance of Capital Leases 78,790 0 78,790
Proceeds from Sale of Capital Assets 3,027 0 3,027
Transfers In 0 200,000 200,000
Transfers (Out) (200,000) 0 (200,000)
Total Other Financing Sources (Uses) (118,183) 200,000 81,817
Net Change in Fund Balance (957,007) (201,121) (1,158,128)
Fund Balance Beginning of Year 10,785,415 5,850,223 16,635,638
Fund Balance End of Year $9,828,408 $5,649,102 $15,477,510

See accompanying notes to the basic financial statements.
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Mad River Local School District, Ohio

Reconciliation of the Statement of Revenues, Expenditures, and Changes
in Fund Balance of Governmental Funds to the Statement of Activities

For the Fiscal Year Ended June 30, 2010

Net Change in Fund Balance - Total Governmental Funds ($1,158,128)

Amounts reported for governmental activities in the
statement of activities are different because:

Governmental funds report capital asset additions as expenditures.
However, in the statement of activities, the cost of those assets is
allocated over their estimated useful lives as depreciation
expense. This is the amount of the difference between capital
asset additions and depreciation in the current period.

Capital assets used in governmental activities $256,337
Depreciation Expense (1,919,588)
(1,663,251)
Governmental funds only report the disposal of assets to the
extent proceeds are received from the sale. In the statement
of activities, a gain or loss is reported for each disposal. The
amount of the proceeds must be removed and the gain or loss
on the disposal of capital assets must be recognized. This is the
amount of the difference between the proceeds and the gain or loss. (3,734)
Revenues in the statement of activities that do not provide
current financial resources are not reported as revenues in
the funds.
Delinquent Property Taxes $335,664
Intergovernmental (435,876)
(100,212)
Repayment of bond principal is an expenditure in the
governmental funds, but the repayment reduces long-term
liabilities in the statement of net assets. 1,013,516
Interest expense in the statement of activities differs from the amount
reported in governmental funds for two reasons. Additional accrued
interest was calculated for bonds and notes payable, and the difference
arising from the advance refunding due to premium and bond issuance
costs.
Accrued Interest (159,185)
Some expenses reported in the statement of activities do not require the
use of current financial resources and therefore are not reported as
expenditures in governmental funds.
Compensated Absences ($158,093)
Amortization of Bond Issuance Cost (8,244)
Deferred Charges (43,881)
Amortization of Bond Premium 1,500
Bond Accretion (45,089)
(253,807)
Proceeds from debt issues are an other financing source in the funds,
but a debt issue increases long-term liabilities in the statement
of net assets. (78,790)
Change in Net Assets of Governmental Activities ($2,403,591)

See accompanying notes to the basic financial statements.
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Mad River Local School District, Ohio
Statement of Fiduciary Net Assets

Fiduciary Funds
June 30, 2010

Assets:
Equity in Pooled Cash and Investments

Total Assets

Liabilities:
Accounts Payable
Other Liabilities
Total Liabilities

Net Assets:
Held in Trust

Total Net Assets

See accompanying notes to the basic financial statements.

Private Purpose

Trust Agency
$1,954 $61,156
1,954 $61,156
0 2,437
0 58,719
0 $61,156
1,954
$1,954
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Mad River Local School District, Ohio
Statement of Changes in Fiduciary Net Assets

Fiduciary Fund
For the Fiscal Year Ended June 30, 2010

Additions:
Donations
Other

Total Additions

Deductions:
Other

Total Deductions
Change in Net Assets
Net Assets Beginning of Year

Net Assets End of Year

See accompanying notes to the basic financial statements.

Private Purpose
Trust

$848
978

1,826

1,500
1,500

326
1,628

$1,954
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Mad River Local School District
Notes to the Basic Financial Statements
For The Fiscal Year Ended June 30, 2010

Note 1 — Description of the District

The Mad R iver Local School District (the “D  istrict”) is a political body incorporated and
established for the purpose of exercising the rights and privileges conveyed to it by the
constitution and laws of the State of Ohio. The District is a loca 1 school district as defined by
Section 3311.02 of the Ohio Revised Code. The  District operates under an elected Board of
Education (5 m embers) and is responsible for th e provision of public educ ation to residents of
the District. The District provides regular, vocational and speci al instruction. The District also
provides support services for the pupils, instructional staff, gene ral and school adm inistration,
business an d fiscal services, facilities acqu isitions and construction services, operation and
maintenance of plant, student transportation, food services, extracurricular activities and non-
programmed services. Managem ent believes the financial statem ents inc luded in this r eport
represent all of the fund s of the Dis trict over which the Board of Education has the ability to
exercise direct operating control.

Reporting Entity

In accordan ce with Governm ental Accounting Standards Board [GASB] Statement 14, the
financial reporting entity consists of a primary government. The District is a primary government
because it is a special-purpose go  vernment th at has a separately elected govern ing body, is
legally separate, and is fiscally independent of other state and local governments. There are n o
component units combined with the District fo r financial statement presentation purposes, and it
is not included in any other gove rnmental reporting entity. Conseque ntly, the District's financial
statements include only the funds and account groups of those organizational entities for which
its elected governing b ody is financially accou ntable. The District' s major operations include
education, pupil transportation, food service, and m aintenance of Di strict facilities. The District
is associated with one organization that is defined as a jointly governed organization. This
organization is the Metropolitan Dayton Educational Computer Association. This organization is
presented in Note 18.

Note 2 — Summary of Significant Accounting Policies

The financial statem ents of the Di strict have been prepared in conf ormity with genera lly
accepted accounting principles (GAAP) as applied to governm  ental units. The Governm ental
Accounting Standards Board (GASB) is the accep  ted standard-settin g body for estab lishing
governmental accounting and financial reporting principles. The most significant of the District’s
accounting policies are described below.
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Mad River Local School District
Notes to the Basic Financial Statements
For The Fiscal Year Ended June 30, 2010

Measurement Focus
Government-wide Financial Statements

The District’s basic financial statem ents cons ist of governm ent-wide statem ents, including a
statement of net assets and a statem ent of activities and fund financial statem ents which provide
a more detailed level of financ ial information. The governm ent-wide statements are prepared
using the econom ic resources measurement focus. All assets and liab ilities associated with the
operation of the District are included on the stat ement of net assets. Fiduciary Funds are not
included in entity-wide statem ents. The govern ment-wide statem ent of activities presents a
comparison between direct expenses and program revenues for each function or pro gram of the
District’s governmental activities. Direct expenses are those that ar e specifically associated with
a service, program or departm ent and therefore clearly id entifiable to a pa rticular function.
Program revenues include charges paid by the reci pient of the goods or services offered by the
program and contributions that ar e restricted to meeting the ope rational or capital requirem ents
of a particular program. Revenues which are not cl assified as program revenues are presented as
general revenues of the Distri  ct, with cer tain lim ited exception s. The com parison of direct
expenses with program revenues id entifies the ex tent to w hich each governmental function is
self-financing or draws from the general revenues of the District.

Fund Financial Statements

All governm ental funds are accounted for usi ng a flow of cur  rent financial resources
measurement focus. W ith this m easurement focu s, only current assets and current liabilities
generally are included on the ba  lance sheet. The statement of  r evenues, e xpenditures a nd
changes in fund balances reports on the sources (i.e., revenues and other financ ing sources) and
uses (i.e., expenditures and other financing uses) of current financial resources. T his approach
differs from the m anner in which the governm ental activities of the government-wide financial
statements are prepared. Governmental fund financial statements therefore include reconciliation
with brief explanations to better identify the relationship between the governm ent-wide
statements and the statements for governmental funds. The private purpose trust fund is reported
using the economic resources measurement focus.

Fund Accounting

The District uses funds to maintain its financial records during the fiscal year. Fund accounting is
designed to dem onstrate legal com pliance and to aid m anagement by segregating transactions
related to c ertain District functions or activ ities. A fund is defined as a fiscal and accounting
entity with a selfbalancing set of accounts. The va rious funds of the District are grouped into the
categories governmental and fiduciary. The focus of government fund financial statements is on
major funds rather than reporting funds by type. = Each major fund is presented in a separate
column. Nonmajor funds are aggregated and presented in a single column.
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Mad River Local School District
Notes to the Basic Financial Statements
For The Fiscal Year Ended June 30, 2010

Governmental Funds

Governmental funds focus on the sources, usesa  nd balances of current financial resources.
Expendable assets are assigned to the various governmental funds according to the purposes for
which they may or must be used. Current liabilities are assigned to the fund from which they will
be paid. The difference between governm ental fund assets and liabilities is reported as fund
balance. The following is the District’s major governmental fund:

General Fund - The general fund is used to acc  ount for all financial resources except
those required to be accounted for in another fund. The genera | fund balance is available

for any purpose provided it is expended or tran sferred according to the general law s of
Ohio.

Fiduciary Funds

Fiduciary fund reporting focuses on net assets a nd changes in net assets. The fiduciary fund
category is split into fo ur clas sifications: p ension trust fun ds, investm ent tru st funds, private
purpose trust funds and agency funds. Trust funds are used to account for assets held by the
District under a trust agreem ent for individuals, private organizations, or other governm ents and
are therefore not available to support the District’s own programs. Agency funds are custodian in
nature (as sets equal liabilities) and do not inv olve m easurement of results of operations. The
District has a private purpose trust fund which accounts for schol arship programs for students.
The District has a student activity agency fund which accounts for assets and liabilities generated
by student managed activities.

Basis of Accounting

Basis of accounting d etermines when transacti ons are recorded in th e financial records and
reported on the financial statem ents. Government-wide financial statements are prep ared using
the accrual basis of accounting. Governm ental funds use the =~ modified accrual basis of
accounting. Fiduciary funds also us e the accrual basis of accounti ng. Differences in the actual
and the modified accrual basis of accounting arise in the recognition of revenue, the recording of
deferred revenue, and in the presentation of expenses versus expenditures.

Revenues — Exchange and Non-exchange Transactions

Revenue re sulting from exchange tr ansactions, in which e ach party gives and rece ives
essentially equal value, is recorded on the accrual basis when the exch ange takes place.
On a modified accrual basis, revenue is recorded in the fiscal year in which the res ources
are m easurable and b ecome available. Available m eans that the resources willb e
collected within the current fiscal year or  are expected to be collected soon enough
thereafter to be used to pay liabilities of the current fiscal year. For the District, available
means expected to be received within sixty days of fiscal year end.
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Mad River Local School District
Notes to the Basic Financial Statements
For The Fiscal Year Ended June 30, 2010

Nonexchange transactions, in which the District receives value witho ut directly giving
equal value in return, included property taxes, grants, entitlements and donations. O n an
accrual basis, revenue from property taxes is recognized in the fiscal year for which the
taxes are levied. Revenue from grants, entitl ements and donations is recognized in the
fiscal year in which all elig ibility r equirements have been satisf  ied. Eligibility
requirements include timing requirements, which specify the year when the resources are
required to be used o r the year when use is f irst pe rmitted, m atching r equirements, in
which the District m ust provide local resour ces to be used for a specified purpose, and
expenditure requirem ents, in which the re  sources are provided to the District on a
reimbursement basis. On a m odified ac crual basis, revenue from  nonexchange
transactions must also be available before it can be recognized.

Under the modified accrual basis, the followi ng revenue s ources are considered to be
both m easurable and availab le at year end : property taxes available for advance and

grants.

Deferred Revenue

Deferred revenue arises when assets are r ecognized before revenue recognition criteria
have been satisfied.

Property tax es for which there is an enforceable legal claim as of June 30, 2010, but
which were levied to finance fiscal year 2011 operations, have been recorded as deferred
revenue. Grants and entitlem ents received before the eligibility requirements are met are
also recorded as deferred revenue.

On governmental fund financial statem ents, receivables that will not be collected within
the available period have also been reported as deferred revenue.

Unearned Revenue

Unearned revenue represents am ounts under the accrual basis of accoun ting for which
asset recognition criteria have be en met, but for which revenue recognition criteria have
not been met because such amounts have not yet been earned.

Expenses/Expenditures

On the accrual basis of accounting, expenses are recognized at the time they are incurred.
The fair value of donated comm odities used during the year is reported in the operating
statement as an expense with a like amount reported as donated commodities revenue.

The measurement focus of governmental fund a ccounting is on decreases in net financial
resources (expenditures) rather than expens es. Expenditures are generally recognized in
the accounting period in which the related f  und liability is incurr ed, if m easurable.
Allocations of cost, such as depreciation ~ and amortization, are not recognized in the
governmental funds.
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Mad River Local School District
Notes to the Basic Financial Statements
For The Fiscal Year Ended June 30, 2010

Equity in Pooled Cash and Investments

Cash receiv ed by the District is pooled for i nvestment purposes. Interest in the pool is
represented as “Equity in Pooled Cash and Investments” on the financial statements.

Except for nonparticipating investment contracts, investments are reported at fair value which is
based on quoted m arket prices. Nonparticipati ng investm ent contracts such as nonnegotiable
certificates of deposits and repurchase agreements are reported at cost.

The District has invested funds in the State Treasury Asset Reserve of Ohio (STAR Ohio) during
fiscal year 2010. STAR Ohio is a n investment pool m anaged by the State Treasurer’s Office,
which allows governments within the State to pool their funds for investm ent purposes. STAR
Ohio is not regis tered with the SEC as an investment com pany but does operate inam anner
consistent with Rule2A7 of the Investm ent Company Act of 1940. Investm ents in S TAR Ohio
are valued at STAR Ohi o’s share price, which is the price the investm ent could be sold for on
June 30, 2010.

Following Ohio statutes, the Board has, by resolution, specified the funds to receive an allocation
of interest earnings. Interest revenue during fiscal year 2010 amounted to $141,403 in the general
fund and $595 in other governmental funds.

Inventory

Inventories are presented at cost on a first-in, first-out basis and are expended/expensed when
used. Inventory consists of food held for resale and consumable supplies.

Capital Assets

All capital assets are capitalized at co st (or estim ated historical cost) and updated for additions
and retirements during the year. Donated capital assets are recorded at their fair market values as
of the date received. The District m aintains a capitalization threshold of twenty-five hundred
dollars ($2,500). The District does not possess a ny infrastructure. Improvements are capitalized;
the costs of normal maintenance and repairs that do not add to the value of the asset or materially
extend an asset’s life are not.

All reported capital a ssets are depreciated, except land. Im provements are depreciated over the
remaining useful lives o f the rela ted capital assets. Depreciation is a llocated using the stra ight-
line method over the following useful lives:

Description Estim ated Lives
Buildings and Improvements 5 - 50 years
Equipment and Vehicles 5 -20 years
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Mad River Local School District
Notes to the Basic Financial Statements
For The Fiscal Year Ended June 30, 2010

Compensated Absences

The District reports com  pensated absences in accordan ce with the provision s of GASB
Statement No. 16, “Accounting for Com pensated Absences.” Vacation benefits are accrued as a
liability as the benef its are earned if the employees’ rig hts to receive com pensation are
attributable to services already rendered and it is probable th at the Dis trict will compensate the
employees for the benefits through paid tim e off or some other m eans. The District records a
liability for accum ulated unused vacation tim e, when earned, for all employees with m ore than
one year of service.

Sick leave benefits are accru ed as a liab ility using th e v ested p ayment m ethod. The en tire
compensated absence liability is reported on the government-wide financial statements.

For governmental fund financial statements, the current portion of unpaid compensated absences
is the am ount due to th e em ployee at year end. These amounts are record ed in the accoun t
“compensated absences payable” in the fund fr om which the em ployees who have accum ulated
unpaid leave are paid. Com pensated absences are reported in gove rnmental funds only if they
have matured.

The District’s policies regarding compensated abse nces are determined by the state laws and/or
negotiated agreements. In summary, the policies are as follows:

Vacation Certified Administrators Non-Certificated
How Earned Not Eligible 20 days per 10-20 days for each
year service year depending
on length of service —
bonus of maximum 5 days
eligible

Maximum

Accumulation Not Applicable Not Applicable Not Applicable

Vested Not Applicable As Earned As Earned

Termination Not Applicable Used prior to Used prior to

Entitlement term ination  term ination

Sick Leave

How Earned

1 1/4 days per month

1 1/4 days per month 1 1/4 days per month

of employment (15  of employment (15  of employment (15
days per year) days per year) days per year)
Maximum
Accumulation 300 days 300 days 300 days
Vested As Earned As Earned As Earned
Termination 1/4 paid upon 1/4 paid upon 1/4 paid upon
Entitlement retirement retirement retirement
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Mad River Local School District
Notes to the Basic Financial Statements
For The Fiscal Year Ended June 30, 2010

Net Assets

Net assets represent the difference between a ssets and liabilities. Net a ssets invested in capita 1
assets, net of related debt consists of capital assets, net of accumulated depreciation, reduced by
the outstanding balances of any borrowings used for the acquisition, construction or
improvement of those assets. Net assets are re  ported as re stricted whe n there a re lim itations
imposed on their use either thr ough the enabling legislation adopted by the District or through
external restrictions imposed by creditors, grantors or laws or regulations of other governments.

The District applies restricted resources when an expense is incurred for purposes for which both
restricted and unrestricted net assets are avai  lable. Of the District’s $5,627,172 restricted net
assets reported at fiscal year end, none were restricted by enabling legislation.

Interfund Activity

Exchange transactions between funds are report  ed as revenues in the  seller funds and as
expenditures/expenses in the purchaser funds. Fl ows of cash or goods fr om one fund to another
without a requirem ent for repaym ent are reported as interfund transfers. Interfund transfers are
reported as other financing sources/uses in governm ental funds. Repaym ents from funds
responsible for particular expenditu res/expenses to the funds that initially paid for them are not
presented on the financial statements.

On fund financial statements, receivables and payables resulting from short-term interfund loans
are classified as in  terfund "receivables/payab les". These am ounts are elim inatedinth e
governmental activities columns of the statement of net assets.

As a general rule, the effect of interfund (int ernal) activity has been elim inated from the
governmentwide statement of activities. The interfund services provided are not eliminated in the
process of consolidation.

Fund Equity

Reserved fund balances indicate a portion of fund equity which  is not available for current
appropriation or is legally segregated for a specific use. Fund balances are reserved for
encumbrances, inventory, and property tax advan ces. The reserve for property taxes represents
taxes recognized as revenue under generally accepted accounting principles but not available for
appropriations under State statute. The unreser ved portion of fund equ ity, reflected for the
Governmental Funds, is available for use within the specific purpose of those funds.

Estimates
The preparation of fin ancial statem ents in conformity with gene rally accep ted accountin g
principles requires m anagement to m ake estim ates and assum ptions that affect the am ounts

reported in the financial statem ents and accom panying notes. Actual results may differ from
those estimates.
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Mad River Local School District
Notes to the Basic Financial Statements
For The Fiscal Year Ended June 30, 2010

Note 3 — Equity In Pooled Cash And Investments

The District maintains a cash and investm ent pool used by all funds. Each fund type's portion of
this pool is displayed on the financial statements as "Equity in Pooled Cash and Investments."

State statute requires the classification of monies held by the District into three categories:

Active Monies - Those monies required to be kept in a " cash" or " near cash" stat us for
immediate use by the District. Su ch monies must by law be m aintained either as cash in
the District treasury, in depository accounts payable or withdrawable on demand.

Inactive Monies — Those m onies not required for use within the current two year period
of designated depositories. Ohio law permits inactive monies to be deposited or invested
as certificates of depos it m aturing not later than the end of the current period of
designated depositories, or as savings or deposit accounts , including, but not lim ited to
passbook accounts.

Interim Monies — Those monies which are not needed for immediate use but whic h will
be needed b efore the en d of the current pe riod of designation of depositories. Ohio law
permits interim monies to be invested or deposited in the following securities:

(1) Bonds, notes, or other obligations of or guaranteed by the United States, or
those for which the faith of the United States is pledged for the payment of
principal and interest.

(2) Bonds, notes, debentures, or other obligations or securities issued by any
federal governmental agency.

3) No-load money market mutual funds consisting exclusively of obligations
described in (1) or (2) above and re purchase agreements secured by such
obligations, provided that investm ents in se curities d escribed in this
division are made only through eligible institutions.

4) Interim deposits in the elig ible institutions applying for interim monies to
be evidenced by tim e certificates o f deposit maturing not more than one
year from date of deposit, or by savings or deposit accounts, including, but
limited to, passbook accounts

(%) Bonds and other obligations of the State of Ohio.
(6) The Ohio State Treasurer's investment pool (STAR Ohio).

(7) Commercial paper and banker’s acc eptances which meet the requirements
established by Ohio Revised Code, Sec. 135.142.

(8) Under limited circumstances, corporate debt interests in either of the two

highest rating classifica tions by at least two nationally recognized rating
agencies.
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Mad River Local School District
Notes to the Basic Financial Statements
For The Fiscal Year Ended June 30, 2010

Protection of the District's deposits is provided by the Federal Deposit Insurance Corporation, by
eligible sec urities pled ged by the f inancial institu tion a s security f or repaym ent, by surety
company bonds deposited with the treasurer by the financial institut ion or by a single collateral
pool estab lished by the financial institu tion to secure the repaym ent of all public m oneys
deposited with the institution.

Investments in stripped principa 1o r in terest o bligations r everse repu rchase agr eements and

derivatives are prohibited. The issuance of taxable notes for the purpose of arbitrage, the use of

leverage and short selling are also prohibited. An investment must mature within five years from
the date of purchase unless m atched to a specific obligation or debt of th e District, and m ust be
purchased with the ex pectation that it will be held to m aturity. Investments may only be m ade
through specified dealers and institutions. Pa  yment for investm ents m ay be m ade only upon

delivery of the securities representing the investments to the treasurer or, if the securities are not
represented by a certificate, upon receipt of confirmation of transfer from the custodian.

Deposits

Custodial credit risk is the risk that in the event of a bank failure, the District’s deposits may not
be returned to it. The Distric t’s policy for de posits is any balance not covered by depository
insurance will be co llateralized by the f inancial institutions with pledge d securities. As of June
30, 2010, $5,200 of the District’s bank balance was exposed to custodial risk.

Ohio Revised Code Chapter 135, Unifor ~ m Depos itory Act, authorizes pledging of pooled
securities in lieu of specific securities. Specifically, a designated public depository may pledge a
single pool of eligible s ecurities to secure repaym ent of all public monies deposited in the
financial institution, provided that all times the total value of the securities so pledged is at least
equal to 105% of the total am  ount of all public deposits secured by the pool, including the
portion of such deposits covered by any federal deposit insurance.

Investments

As of June 30, 2010, the District had the following investments:

Weighted Average
Fair Value Maturity (Years)
Money Market Funds $7,439 0.00
STAROhio 7,968,819 0.15
Federal Home Loan Bank 5,210,051 1.25
Federal Home Loan Mortgage Corporation 625,018 1.65
Federal National Mortgage Association 751,049 1.65
Federal Home Loan Mortgage Corporation - Discount Note 512,837 0.97
Federal National Mortgage Association - Discount Note 1,583,244 0.36
$16,658,457
Portfolio Weighted Average Maturity 0.66
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Mad River Local School District
Notes to the Basic Financial Statements
For The Fiscal Year Ended June 30, 2010

Interest Rate Risk - In accordan ce with the investm ent policy, the District manages its exposure
to declines in fair values by limiting the weighted average maturity of its investment portfolio to
three years.

Credit Risk — It is the District’s policy to limit its investments that are not obligations of the U.S.
Government or obligations expl icitly guaranteed by the U.S. G overnment to investm ents which
have th e h ighest cr edit qua lity r ating issu ed by na tionally recog nized sta tistical rating

organizations. The District’s investm ents in Federal Hom e Loan Bank, Federal H ome Loan
Mortgage Corporation, Federal National Mortgage Association, Federal Hom e Loan Mortgage
Corporation — Discount Note, and Federal National Mortgage Association — Discount Note were
rated AAA by Standard and Poor’s and Fitch ra  tings and Aaa by Mo ody’s Investors Service.

STAROhio was rated AAAm by St andards & Poo r’s, while the Money Market F und was not
rated.

Concentration of Credit Risk —  The District’s investm ent polic y allows investm ents in U.S.
Agencies or Instrumentalities as well as other inv estments permitted by Ohio Law. The Distric t
has invested less than 1% of th e District’s investm ents in M oney Market Funds, 48% in STAR
Ohio, 31% in Federal H ome Loan Bank, 5% in Federal N ational Mortgage Association, 4% in
Federal Home Loan Mortgage Corporation, 3% in Federal Hom e Loan Mortgage Corporation -
Discount Note, and 9% in Federal National Mortgage Association — Discount Note.

Custodial Credit Risk is the risk that in the even t of the failure of the ¢ ounterparty, the District
will not be able to recover the value of its inv estments or collateral securities that are in th e
possession of an outside party. All of the District’s securities are either insured and registered in
the name of the District or at least registered in the name of the District.

Note 4 — Property Taxes

Real property taxes collected in 2010 were levied in April on the assessed values as of January 1,
2009, the lien date. Assessed valu es are established by the Count y Auditor at 35 percent of
appraised market value. A re-evaluation of real property is required to be completed no less than
every six years, with a statistical update every third year.

Tangible personal property tax revenue received during calendar year 2010 (other than public
utility property tax) represents the collection of 2010 taxes levied against local and interexchange
telephone com panies. Tangible personal prope rty tax on business inventory, manufacturing
machinery and equipm ent, and furniture and f ixtures is no longer levied and collected. The
October 2008 tangible personal prop erty tax settlem ent was the last property tax settlem ent for
general personal property taxes. T angible personal property ta xes received from telephone
companies in calendar year 2010 were levied af ter April 1, 2009, on the va lue as of Dece mber
31, 2009. Paym ents by multi-coun ty taxpayers are due Sep tember 20. Single coun ty taxpayers
may pay annually or sem i-annually. If paid annua lly, payment is due April 30; if paid sem  i-
annually, the first paym ent is due April 30,  with the rem ainder payable by Septem ber 20.
Tangible personal property taxes paid by April 30 are usually r eceived by the Scho ol District
prior to June 30.
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Real property taxes are payabl e annually or sem i-annually. In 2010, if paid annually, paym ent
was due by January 20th. If paid sem i-annually, the first paym ent (at least 1/2 am ount billed)
was due January 20th with the remainder due on June 20th.

The County Auditor rem its portions of the taxes co llected to all taxing di stricts with periodic
settlements of real and public utility property taxes in February and August and tangible personal
property taxes in June and Octobe r. The District records billed but uncollected property taxes as
receivables at their estimated net realizable value.

Accrued property taxes receivab le represent delinquent taxes  outstanding and real property,
personal property and p ublic utility taxes wh ich becam e measurab le at June 30,2 010 and for
which there is an enforceable legal claim. Delinquent property taxes collected within 60 days are
included as a receivable and tax revenue as of June 30, 2010. Alth  ough total property tax
collections for the next fiscal year are m easurable, only the am ount available as an advance at
June 30 is available to finance current year opera tions. The receivable is , therefore, offset by a
credit to deferred revenue for that portion not intended to finance current year operations. The
amount available as an advance at J une 30, 2010, was $457,565 for Ge neral Fund and $78,828
for Other Governmental Funds. These amounts are recognized as revenue, with a corresponding
reserve to fund balance since the Board did not appropriate these receivables for fiscal year 2010
operations.

On a full accrual basis, collectib le delinquent property taxes have been recorded as a receivabl e
and revenue, while on a modified accrual basis the revenue has been deferred.

The assessed values upon which the fiscal year 2010 taxes were collected are:

Amount
Agricultural/Residential
and Other Real Estate $253,806,990
Public Utility Personal 9,087,460
Total $262,894,450

Note 5 — Receivables

Receivables at June 30, 2010, consisted of taxes, accounts, interest, intergovernmental grants and
interfund. All receivables are considered collectible in full due to the ability to foreclose for the

nonpayment of taxes, the stable con dition of Stat e programs, and the current year guarantee of
federal funds.
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Note 6 — Capital Assets

Capital asset activity for the fiscal year ended June 30, 2010, was as follows:

Beginning E nding
Balance Additions Deletions Balance
Governmental Activities
Capital Assets, not being depreciated:
Land $916,000 $0 $0 $916,000
Capital Assets, being depreciated:
Buildings and Improvements 87,068,367 0 0 87,068,367
Equipment 4,224,643 256,337 95,880 4,385,100
Totals at Historical Cost 92,209,010 256,337 95,880 92,369,467
Less Accumulated Depreciation:
Buildings and Improvements 8,383,828 1,728,602 0 10,112,430
Equipment 3,187,796 190,986 92,146 3,286,636
Total Accumulated Depreciation 11,571,624 1,919,588 92,146 13,399,066
Governmental Activities Capital Assets, Net $80,637,386 ($1,663,251) $3,734 $78,970,401

Depreciation expense was charged to governmental functions as follows:

Instruction:
Regular
Special
Vocational
Support Services:
Pupil
Instructional Staff
Operations and Maintenance
Pupil Transportation

Operation of Non-Instructional Services

Total Depreciation Expense

$984,772
227,324
363,006

82,699
69,144
83,652
75,420
33,571

$1,919,588
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Note 7 - Long-Term Liabilities

Interest Beg inning Ending Due In
Rate Balance Issued Retired Balance One Year
Governmental Activities:
Bonds:
2002 School Facilities Project 5.15% $5,250,000 $0 $710,000 $4,540,000 $750,000
2006 Refunding Classroom Facilities - Current Interest 3.75-4.25% 8,385,000 0 130,000 8,255,000 135,000
2006 Refunding Classroom Facilities - Captial
Appreciation Bonds 4.08-4.13% 20,000 0 0 20,000 0
Interest Accretion on Capital Appreciation Bonds 1,067,308 45,089 0 1,112,397 0
Premium on 2006 Refunding Bonds 23,245 0 1,500 21,745 0
Deferred Amount on 2006 Refunding Bonds 4.86% (680,159) 0 (43,881) (636,278) 0
Total Bonds 14,065,394 45,089 797,619 13,312,864 885,000
Capital Lease 1,725,000 78,790 173,516 1,630,274 163,758
Total Long Term Debt 15,790,394 123,879 971,135 14,943,138 1,048,758
Compensated Absences 1,933,791 509,897 365,486 2,078,202 350,191
Total Governmental Activities $17,724,185 $633,776 $1,336,621 $17,021,340 $1,398,949
General obligation bonds will be paid from the debt serv ice fund. Capital lease will be paid out
of the general fund. Compensated absences will be paid from the fund from which the person is
paid.
Principal and interest requirements to retire general obligation debt outstanding at year end are as
follows:
Fiscal Year General Obligation Bonds Capital Appreciation Bonds
Ending June 30 Principal Interest Total Principal Interest Total
2011 $885,000 $559,952 $1,444,952 $0 $0 $0
2012 935,000 523,014 1,458,014 0 0 0
2013 1,060,000 484,045 1,544,045 0 0 0
2014 1,110,000 438,625 1,548,625 0 0 0
2015 1,175,000 376,763 1,551,763 0 0 0
2016-2020 2,405,000 1,428,265 3,833,265 20,000 1,425,000 1,445,000
2021-2025 5,225,000 579,396 5,804,396 0 0 0
Total $12,795,000 $4,390,060  $17,185,060 $20,000  $1,425,000  $1,445,000

Note 8 — Retirement Incentives

In addition to, and separate of severance pay, any qualifying employee who retires under any of
Ohio’s public employee retirement systems will receive a Retirement Incentive of Ten Thousand
Dollars ($10,000.00) if the em ployee has thirty ( 30) years of service credit or $1,000 if the

employee has thirty-one (31) or more years of service credit.
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To qualify for the $10,000 incentive bonus, an e mployee must give written notice to the Director
of Human Resources by no late r than March 1 of the year h e/she first becomes eligible for full
retirement. To qualify for the $1,000 bonus, an employee must file written notice to the Director
of Human Resources by no later than March 1 of the year of retirement.

Further qualifications for the Retirement Incentive are as follows:

1. The employee must have com pleted no le ss than 5 consecu tive years in paid
status employment with the District, immediately preceding the effective date
of retirement, and must be on paid status at the time of retirement.

2. Persons on disability retirement will not be eligible for either bonus.

3. The employee must have com pleted no le ss than 10 years of service f or the
Mad River School District by the effective date of retirement.

4. The effective date of retirement must be no earlier than after the last work day
of the given school year, and m ust be no later than by June 30 of the year the
notice was given.

An Employee who is eligible fo r retirement, as above, and m isses his/her March 1 deadline for
notice forfeits his/her right to receive either bonus. The amount of the bonus will not be included
in any calculations to determ ine the em ployee’s salary for retirement purposes. An Em ployee
shall forfeit his/her right to either Retirement Incentive if his/her teaching contract is terminated
for good and just cause. All Eligibility and qualification requirements are subject to verification.

The Board shall pay the $10,000 Retirem ent Incentive in two equal insta Ilments. The first
installment will be paid no la  ter than by the following January 15 ; thereafter, the second
installment will be paid by the following June 30. The Board shall pay the $1,000 Retirem ent
Incentive in the same payroll period as the severance pay.

Note 9 — Prior Year Defeasance of Debt

In prior years, the District defeased certain general obligation bonds by pl acing the proceeds of
the new bonds in an irrevocable trust to provide for all future debt service paym ents on the old
bonds. Accordingly, th e trust acco unt assets and the liability for the defeased bonds are no t
included on the District’s financial st atements. At June 30, 2010 $8,895,000 of general
obligation bonds are outstanding and considered defeased. The original maturities of these bonds
were fiscal year 2016 through 2024 with a call date of De cember 1, 2012 for all outstanding
bonds.
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Note 10 — Capital Leases — Lessee Disclosure

In th e cu rrent year the District entered into a new capital le ase for musical instrum ents for
$78,790. In prior years the District entered into  a lease with the Columbus Regional Airport
Authority. Columbus Regional Airp ort Authority will retain title to the projec t during the lease
term. Columbus Regional Airport Authority assigned National City Bank as trustee. The lease is
renewable annually and expires in 2019. The intent  ion of the District is to renew the lease
annually. The trustee entered into an Interest Rate Exchange Agreement with respect to the loan,
locking in the rate at 4.47% plus an annual administrative fee.

The original am ount of $2,335,000 wa s capitalized as a building and improvement addition in
2006. The District m ade $142,000 in principal pa yments for fiscal year 2010. The principal
amount owed on the lease at year end is $1,583,000.

The following is a schedule of the future long -term minimum lease payments required under the
capital lease and the present value of the m inimum lease paym ents as of June 30, 2010. The
capital lease will be paid out of the general fund.

Fiscal Year

Ending June 30 Principal
2011 $235,129
2012 234,444
2013 234,474
2014 214,021
2015 213,429
2016-2019 848,109
Total Minimum Lease Payments $1,979,606
Amount Representing Interest and
Additional program cost component (349.,332)

Present Value of Minimum Lease Payments $1,630,274

Note 11 — Pension Plans

School Employees Retirement System of Ohio

Plan Description

The District contributes to the School Employees Retirement System of Ohio (SERS), a cost-
sharing m ultiple-employer defined b enefit pension plan. SE RS provides retirem ent, disability,
and survivor benefits; annual cost-of-living adjustments; and death benefits to plan members and
beneficiaries. Authority to establish and am end benefits is provided by state statute per Chapter
3309 of the Ohio Revised Code. SERS issues a pub licly available, stand-alone financial report
that includes financial statem ents and required supplem entary inform ation. That report can be
obtained by contacting SERS, 300 East Broad Street, Suite 100, Columbus, Ohio 43215-3746 or
by calling toll free (800) 878-5853. It is also pos ted on SERS’ website at www.ohsers.org under
Employers/Audit Resources.
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Funding Policy

Plan m embers are requ ired to co ntribute 10% of their ann ual ¢ overed salary and District is
required to contribute 14% of a nnual covered payroll. The cont ribution requirem ents of plan
members and em ployers are established and  may be am ended, up to statutory m  aximum
amounts, by the SERS’ Retirem ent Board. The Retir ement Board acting with the advice of the
actuary, allocates the em ployer contribution rate am ong four of the funds (Pension T rust Fund,
Death Benefit Fund, Medicare B Fund, and Health Ca re fund) of the System . For fiscal year
ending June 30, 2010, t he allocation to pension and death benefits is 12.78%. The rem aining
1.22% of the 14% em ployer contribution rate is a llocated to the Health Care and Medicare B
Funds. The District’s contributions to SE RS for the years ended June 30, 2010, 2009, and 2008
were $870,396, $805,152, and $743,004, respectively; 50% has been contributed for fiscal year
2010 and 100% for fiscal years 2009 and 2008.

State Teachers Retirement System of Ohio

Plan Description

The School District participates in the State Teac hers Retirement System of Ohio (STRS Ohio),
a cost-sharing, multiple employer public employee retirement system. STRS Ohio is a statewide
retirement plan for licensed te achers and other faculty m embers employed in the public schools
of Ohio or any school, comm unity school, colle ge, university, institution, or other agency
controlled, managed and supported, in whole or in part, by the state or a ny political subdivision
thereof. Addition al information or copies of STRS Ohio’s Comprehensive Annual Financial
Report can be requested by writing to STRS Ohio, 275 E. Broad Street, Columbus, OH 43215-
3771, by calling toll-f  ree 1-888-227-7877, or by vi  siting the STRS Ohio web site at
www.strsoh.org.

Plan Options
New members have a choice of thre e retirement plan options. In addition to the Defined Benefit

(DB) Plan, new m embers are offered a Defined C ontribution (DC) Plan and a Combined Plan.
The DC PI an allows m embers to allocate  all their m ember contributions and em  ployer
contributions equal to 10.5% of earned com pensation among various investm ent choices. The
Combined Plan offers features of the DC Plan and DB Plan.  In the Com bined Plan, m ember
contributions are allocated to investment choices by the member, and employer contributions are
used to fund the defined benefit paym ent at areduced level from the regular DB Plan.
Contributions into the DC Plan and Com bined Plan are credited tom  ember accounts a s
employers submit their payroll inform ation to ST RS Ohio, generally on a biweekly basis. DC
and Combined Plan members will transfer to the DB Plan during the ir fifth year of membership
unless they permanently select the DC or Combined Plan.
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DB Plan Benefits

Plan benefits are established under Chapter 3307 of the Revised Code. Any member may retire
who has (i) five years of servi ce credit and attained age 60; (ii) 25 years of service credit and
attained age 55; or (iii) 30 year s of service credit regardless of age. The annual retirem ent
allowance, payable for life, is the greater of ~ the “form ula benefit” or the “m oney-purchase
benefit” calculation. Under the “form ula benefit,” the retirement allowance is based on years of
credited service and fin al average s alary, which is the average of the m ember’s three highest
salary years. The annual allowance is calculate d by using a base percentage of 2.2% m ultiplied
by the total number of years of service credit (including Ohio-valued purchased credit) times the
final averag e salary. T he 31* year of earned Ohio service credit is calc ulated at 2.5%. An
additional one-tenth of a percent is added to the calculation for every year of earned Ohio service
over 31 years (2.6% for 32 years, 2.7% for 33 years and so on) until 100% of final average salary
is reached. For m embers with 35 or m ore years of Ohio contributing service, the firs t 30 y ears
will be calculated at 2.5% instead of 2.2%. Unde r the “money-purchase benefit” calculation, a
member’s lifetime contributions plus interest at specified rate s are matched by an equal am ount
from other STRS Ohio funds. Th is total is then divided by an  actuarially determined annuity
factor to determine the maximum annual retirement allowance.

DC Plan Benefits

Benefits are established under Sections 3307.80 to 3307.89 of the Revised Code. For m embers
who select the DC Plan, all m ember contributions and employer contributions at a rate of 10.5%
are placed in an investm ent account. The m ember determines how to allo cate the member and
employer money a mong various investm ent choi ces. A m ember is eligib le to receiv e a
retirement benefit at age 50 and termination of employment. The member may elect to receive a
lifetime m onthly annuity or a lum p-sum withdr awal. Em ployer contribu tions into m embers’
accounts are vested after the first anniversary of th e first day of paid service. Mem bers in the
DC Plan who becom e disabled are entitled only to  their account balance. Ifam ember dies
before retirement benefits begin, the m ember’s designated beneficiary is entitled to receiv e the
member’s account balance.

Combined Plan Benefits

Member contributions are allocated by the m ember, and employer contributions are used to fund
a defined benefit payment. A member’s defined benefit is determined by multiplying 1% of the
member’s final average salary by the m ember’s years of service credit. The defined benefit
portion of the Com bined Plan payment is payable to a member on or after age 60. T he defined
contribution portion of the account m ay be taken as a lump sum or ¢ onverted to a lifetim e
monthly annuity at age 50.

A retiree of STRS Ohio or another Ohio public retirement system is eligible for reemployment as
a teacher following the elapse of two months from the date of retirement. Contributions are
made by the reem ployed member and employer during the reemployment. Upon termination of
reemployment or age 65, whichever comes later, the retiree is elig ible for an annuity benefit or
equivalent lump-sum payment in addition to th e original retirement allowance. A reem ployed
retiree may alternatively receive a refund of only m ember contributions with interest before age
65, once employment is terminated.
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Benefits are increased annually by 3% of the original base amount for DB Plan participants.

The DB and Com bined Plans offer access to  heal th ca re coverag e to elig ible r etirees who
participated in the plan s and their elig ible de pendents. Coverage under the current program
includes hospitalizations , physicians’ fees, prescription drugs  and partial reim bursement of
monthly Medicare Part B premiums. By Ohio law, health care benefits are not guaranteed.

A D B or C ombined P lan me mber w ith fi ve o r m ore years’ credited serv ice who becom es
disabled may qualify for a disabili ty benefit. E ligible spouses and dependents of m embers who
die before retirement may qualify for survivor benefits. A death benefit of $1,000 is payable t o
the beneficiary of each deceased retired member who participated in the DB Plan. Death benefit
coverage up to $2,000 can be purchased by partic  ipants in the DB, DC or Com bined Plans.
Various other benefits are available to members’ beneficiaries.

Funding Policy

Chapter 3307 of the Revised Code provides st atutory authority for member and em ployer
contributions. Contribution rates are establis hed by the State Teachers R etirement Board, upon
recommendations of its consulting actuary, not to exceed statutory maximum rates of 10% for
members and 14% for employers.

Contribution requirements and the contributions actually made for the fiscal year ended June 30,
2010, were 10% of covered payroll form  embers and 14% for employers . The District’s
contributions to STRS for the years ended June 30, 2010, 2009, and 2008 were $2,679,624,
$2,471,052, and $2,435,076, respectively; 83% has been  contributed for fiscal year 2010 and
100% for fiscal years 2009 and 2008.

Note 12 - Post Employment Benefits

School Employees Retirement System of OQhio

Plan Description
In addition toaco st-sharing m ultiple-employer def ined benef it pen sion plan, the Schoo 1
Employees Retirement System of Ohio (SERS) administers two postemployment benefit plans.

Medicare Part B Plan

The Medicare B plan reim  burses Medicare P art B p remiums paid b y eligible r etirees and
beneficiaries as set forth in Ohio Revised C ode (ORC) 3309.69. Qualified benefit recipients who
pay Medicare Part B premiums may apply for and receive a monthly reimbursement from SERS.
The reimbursement amount is lim ited by statute to the less er of the January 1, 1999 Medicare
Part B premium or the current prem ium. The Medicare Part B prem ium for calendar year 2010
was $96.40; SERS’ reimbursement to retirees was $45.50.
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The Retirement Board, acting with the advice of the ac tuary, allocates a po rtion of the cu rrent
employer contribution rate to the Medicare B Fund. For fiscal year 2010, the actuarially required
allocation w as .76%. District contributions for the year ended June 30, 2010, 2009 and 2008
were $47,250, $37,957 and $36,008, respectiv ely, which equaled the re quired contributions each
year.

Health Care Plan

ORC 3309.375 and 3309.69 perm it SERS to offer health care benefits to eligible retirees and
beneficiaries. SERS’ Retir ement Bo ard reserves the right to change or discontinue any health
plan or program . SERS offers several types of health plans from  various vendors, including
HMO’s, PPO’s, Medic are Advan tage and tr aditional ind emnity plan s. A pres cription drug
program is also av ailable to those who elect health coverage. SERS employs two third-party
administrators and a pharm acy benefit m anager to manage the self-insurance and prescription
drug plans, respectively.

The ORC provides the statutor y authority to fund SERS’ pos temployment benefits through
employer contributions. Active m embers do not make contributions to the postemploym ent
benefit plans.

The Health Care Fund was establis hed under, and is adm inistered in accordance with, Internal
Revenue Code 105(e). Each year after the allo cation for statutorily required benefits, the
Retirement Board alloc ates the remainder of the employer 14% contr ibution to the Health Care
Fund. At June 30, 2010, the health care allocation was .46%. An additional health care surcharge
on employers is collected for e mployees earning less than an actuarially determ ined minimum
compensation am ount, pro-rated according to serv ice credit earned. S tatues provide that no
employer shall pay a health care surcharge grea ter than 2% of that e mployer’s SERS-covered
payroll; nor may SERS collect in aggregate more than 1.5% of the total statewide SERS-covered
payroll for the health care surcharge. For fiscal year 2010, the minimum compensation level was
established at $35,800. The surcha rge, added to the unallocated portion of th e 14% em ployer
contribution rate is the total amount assigned to the Health Care Fund. The District contributions
assigned to health care fo r the years ended June 30, 2010, 2009, and 2008 were $140,367,
$321,423, and $254,348, respectively; 50% has been cont ributed for fiscal year 2010 and 100%
for fiscal years 2009 and 2008.

The SERS Retirement Board establishes the rules for the premiums paid by the retirees for health
care coverage for themselves and their dependents or for their surviving beneficiaries. Premiums
vary depending on the plan sele  cted, qualified years of servi ce, M edicare e ligibility, and
retirement status.

The financial reports of SERS’ Health Care and Med icare B plans are included in its
Comprehensive Annual Financial Report. The report can be obtained by contacting SERS, 300
East Broad Street, Suite 100, Columbus, Ohio 43215-3746 or by calling toll free (800) 878-5853.
It is also posted on SERS’ website at www.ohsers.org under Employers/Audit Resources.
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State Teachers Retirement System of Ohio

Plan Description

STRS Ohio adm inisters a pensi on plan that is com prised of: a Defined Benefit Plan; a self -
directed Defined Contribution Plan and a Com bined Plan that is a hybrid of the Defined Benefit
and the Defined Contribution Plan.

Ohio law authorized STRS Ohio to offer aco  st-sharing, multiple-employer health care plan.
STRS Ohio provides access to heal th care coverage to elig ible retirees who participated in the
Defined Be nefit or Com bined Plans. C  overage under the current program includes
hospitalization, physicians’ fees, prescription drugs and reim bursement of m onthly Medicar e
Part B premiums.

Pursuant to 3307 of the Revised Code, the Retir  ement Board has discretionary authority over
how much, if any, of the associated health ca  re costs will be absorbed by STRS Ohio. All
benefit recipients, for the most recent year, pay a portion of the health care costs in the form of a
monthly premium.

STRS Ohio issues a stand-alon e financial report. Interested pa rties can view the most recent
Comprehensive Annual Financial Report by visiting www.strsoh.org or by requesting a copy by
calling toll-free 1-888-227-7877.

Funding Policy

Under Ohio law, fundi ng for post-em ployment health care m ay be de ducted from e mployer
contributions. Of the 14% em ployer contributions rate, 1% of covered pa yroll was alloc ated to
post-employment health care for the year ended June 30, 2010, 2009 and 2008. The 14%
employer contribution rate is the m  aximum rate established under Ohio law. The District
contributions for the years ended June 30, 2010, 2009, and 2008 were $191,402, $176,504, and
$173,934, respectively; 83% has been contributed fo r fiscal year 2010 and 100% for fiscal years
2009 and 2008.

Note 13 — Contingent Liabilities

Grants

The District receives significant financial ass istance from num erous federal, state and local
agencies in the for m of grants. The disbur sement of funds receiv ed under th ese programs
generally requires compliance with terms and conditions specified in the grant agreements and is
subject to audit by the grantor agencies. Any disallowed claims resulting from such audits could
become a liability of the General Fund or other applicable funds.

However, in the opin ion of management, any such disa llowed claims will not h ave a m aterial

effect on any of the financial statem ents of th e individual fund types in cluded herein or on the
overall financial position of the District as of June 30, 2010.
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Litigation

The District's attorney estimates that all other potential claims against the District not covered by
insurance resulting from all o ther litigation would not materially affect the financial statements
of the District.

Note 14 — Risk Management

The District maintains comprehensive insurance coverage with private carriers for real property,
building contents and vehicles. Vehicle policies in clude liability coverage for bodily injury and
property damage. Real property and contents are 100% co-insured with $1,000 deductible.

Dental coverage is offered to em ployees through a self ins urance program. Changes in claim s
activity for the current and prior fiscal year are as follows:

Beginning  Current Year Claims Balance
Balance Claims Payments  End of Year
2010 $59,599 $375,796  $361,400 $73,995
2009 64,427 335,016 339,844 59,599

There were no significant reductio ns in insurance coverage from coverage in the prior year.
Settlements have not exceeded insurance coverage in any of the last three fiscal years.

Note 15 — Set-Aside Calculation

The District is required by State statute to annually set aside in the general fund an amount based
on a statutory form ula for the purchase of text books and other instructi onal m aterials and an

equal amount for the acquisition and constructi on of capital im provements. Amounts not spent
by year-end or offset by sim ilarly restricted resources received during the year m ust be held in

cash at year-end and carried forward to be used for the same purposes in future years.
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The following cash basis infor mation describes the change in the year-end set-aside am ounts for
textbooks and capital acquisition. Disclosure of this information is required by State statute.

Capital
Textbooks Acquisition

Set Aside Reserve Balance as of June 30, 2009 ($1,904,969) $0
Current Year Set Aside Requirements 643,474 643,474
Qualified Disbursements (646,633) (339,374)
Current year Offsets 0 (14,789,656)
Set Aside Reserve Balance as of June 30, 2010 ($1,908,128)  ($14,485,556)
Restricted Cash as of June 30, 2010 $0 $0
Carried Forward as of June 30, 2010 ($1,908,128)

Offset credits for capital activity during the year exceeded the amount required for the set-aside,

resulting in offset credits available for carryover to offset capital reserve requirem ents of future
years. Qualifying disbursements and carryover from prior years for tex tbooks also exceeded the
required setaside amount, resulting in carryover of $1,908,128 to offset textbook requirements in

future years.

Note 16 — Interfund Transactions

Interfund transactions at June 30, 2010, consis ted of the following  interfund receivables,
interfund payables, transfers in and transfers out:

Interfund Transfers
Receivable Payable In Out
General Fund $103,383 $0 $0 $200,000
Other Governmental Funds 14,366 117,749 200,000 0
Total All Funds $117,749 $117,749 $200,000 $200,000

Interfund transfers are used to m ove revenues from the fund that statute or budget requires to
collect them to the fund that statute or budget requires to expend them and unrestricted revenues
collected in the gen eral fund to finance vario us program s accoun ted for in oth er funds in
accordance with budget authorizations; to segregate and to return money to the fund from which
it was originally provided once a project is completed. Interfund transfers are eliminated on the
statement of activities.
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Mad River Local School District
Notes to the Basic Financial Statements
For The Fiscal Year Ended June 30, 2010

Note 17 — Accountability

The following individual funds had a deficit balance at year end:

Fund Amounts
Special Revenue Funds:
Special Education $130,766

The deficit in fund balance was primarily due to accruals in GAAP. The general fund is liable for
any deficit in these funds and wi 1l provide operating transfers wh en cash is requ ired not when
accruals occur.

Note 18 — Jointly Governed Organization

Metropolitan Dayton Educational Computer Association

The Metropolitan Dayton Educational Com puter Association (MDECA) is a jointly governed

organization consisting of Dayt on area school districts. The jo intly governed organization was

formed for the purpose of applying m odern t echnology with the aid of com puters and other
electronic equipm ent to adm inistrative and in structional functions am ong m ember districts.
MDECA is governed by a board of directors consisting of superint endents and trea surers of the
member school districts. The degree of control exercised by any pa rticipating school district is
limited to its representation on the board.

Note 19 — Insurance Purchasing Pool/Public Entity Shared Risk Pool

Insurance Purchasing Pool

Southwestern Ohio Educational Purchasing Council Workers' Compensation Group Rating Plan
— The District participates in the Southwestern Ohio Educa tional Purchasing Council W orkers'
Compensation Group Rating Plan (GRP). The GR P's business and affairs are conducted by a
fourteen m ember committee consisting of vari  ous GRP r epresentatives that are elected by
general assembly. Either the superin tendent or treasurer from each partic ipating school district
serves on the general assem bly. Each year, the participating school districts pay an enrollm ent
fee to the GRP to cover the costs of administering the program.
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Mad River Local School District
Notes to the Basic Financial Statements
For The Fiscal Year Ended June 30, 2010

Public Entity Shared Risk Pool

Southwestern Ohio Educational Purchasing Council Employee Benefit Plan Trust - The
Southwestern Ohio Educational Purchasing Council Benefit Plan (the Plan) is a p ublic entity
shared risk pool consisting of 55 school districts. The Plan is organized as a Voluntary Employee
Benefit Association under Section 501(c)(9) of the Internal Revenue Code and provides medical,
dental and vision insurance benefits to the em ployees of the participants . The Plan is governed
by the Southwestern Ohio Educational Purchasing Council and its participating mem bers. Each
participant decides which plans of  fered by th e Plan will be extend  ed to its employees.
Participation in the Plan is by written application subject to acceptance by the Plan and paym ent
of the m onthly premiums. Financial inform ation may be obtained from the Southwestern Ohio
Educational Purchasing Council, 303 Corporate Center Drive, Suite 208, Vandalia, Ohio 45377.

42



REQUIRED SUPPLEMENTARY INFORMATION

4

43



Mad River Local School District

Schedule of Revenues, Expenditures and Changes in Fund Balance

Budget and Actual (Non-GAAP Budgetary Basis)

For the Fiscal Year Ended June 30, 2010

Revenues:

Taxes

Tuition and Fees
Investment Earnings
Intergovernmental
Extracurricular Activities
Charges for Services
Other Revenues

Total Revenues

Expenditures:
Current:
Instruction:
Regular
Special
Vocational
Other
Support Services:
Pupil
Instructional Staff
General Administration
School Administration
Fiscal
Business
Operations and Maintenance
Pupil Transportation
Central
Operation of Non-Instructional Services
Extracurricular Activities
Debt Service:
Principal Retirement
Interest and Fiscal Charges

Total Expenditures
Excess of Revenues Over (Under) Expenditures
Other financing sources (uses):
Proceeds from Sale of Capital Assets
Advances In
Transfers In
Transfers (Out)
Total Other Financing Sources (Uses)

Net Change in Fund Balance

Fund Balance Beginning of Year (includes
prior year encumbrances appropriated)

Fund Balance End of Year

General
Fund
Original Final Variance from
Budget Budget Actual Final Budget
$8,497,542 $8,196,563 $8,195,197 ($1,366)
357,522 381,753 295,734 (86,019)
409,355 409,355 128,569 (280,786)
25,796,828 25,296,828 24,331,401 (965,427)
32,320 69,400 31,723 (37,677)
0 400,000 349,768 (50,232)
125,496 137,670 175,138 37,468
35,219,063 34,891,569 33,507,530 (1,384,039)
16,115,082 15,756,459 14,879,422 877,037
3,172,134 3,223,105 2,580,035 643,070
1,385,423 1,730,710 1,656,047 74,663
1,260,529 1,265,770 1,216,651 49,119
2,547,785 2,658,228 2,541,833 116,395
2,666,047 2,694,284 2,503,906 190,378
133,533 133,533 80,267 53,266
3,160,955 3,162,051 2,878,872 283,179
198,972 813,568 677,000 136,568
32,130 32,277 8,651 23,626
4,341,260 4,136,260 3,216,317 919,943
1,706,269 1,770,939 1,498,517 272,422
333,717 341,757 380,483 (38,726)
15,512 15,012 17,889 (2,877)
521,116 521,764 432,529 89,235
173,516 173,516 173,516 0
85,344 85,344 85,344 0
37,849,324 38,514,577 34,827,279 3,687,298
(2,630,261) (3,623,008) (1,319,749) 2,303,259
20 20 3,027 3,007
0 0 495,410 495,410
640 373,403 373,403 0
0 (588,097) (573,402) 14,695
660 (214,674) 298,438 513,112
(2,629,601) (3,837,682) (1,021,311) 2,816,371
13,868,337 13,868,337 13,868,337 0
$11,238,736 $10,030,655 $12,847,026 $2,816,371

See accompanying notes to the required supplementary information.
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Mad River Local School District
Notes to the Required Supplementary Information
For The Fiscal Year Ended June 30, 2010

Note 1 — Budgetary Process

All funds, except agency funds, are le gally required to be budgeted and appropriated. The major documents
prepared are the tax bud get, the app ropriations resolution and the certificate of estim ated resources which
are prepared on the budgetary basi s of accounting. The tax budget demons trates a need for existing or
increased tax rates. The certificate of estimated resources establishes a limit on the amount that the Board of
Education may appropriate. The appr opriation reso lution is Board’s authorization to spend resources and
sets annual lim its on expenditures plus encum brances at the level of control selected by Board. The legal
level of control has been establishe d by Board at the fund level. Any budge tary modifications at this level
may only be made by resolution of the Board of Education.

The certificate of estimated resources may be amended during the year if projected increases or decreases in
revenue are identified by the School District Treasurer. The a mounts reported as the original budgeted
amounts on the budgetary statem ents reflect the amounts on the certificate of estim ated resources when the
original appropriations were adopted. The amounts reported as the final budgeted amounts on the budgetary
statements reflect the amounts on the final amended cer tificate of estim ated resources issued during the
fiscal year 2010.

The appropriation resolution is subject to am endment by the Board throughout the y ear with the restriction
that app ropriations cann ot exceed estim ated resour ces. The am ounts reported as the original budgeted
amounts reflect the first appropriati  on resolution for that fund that ~ covered the entire year, including
amounts autom atically carried forward from prior years. The a mounts reported as the final budgeted
amounts represent the final appropriation amounts passed by Board during the year.

While the District is rep orting financial position, results of operations and changes in fund balance on the
basis of generally accepted accounti ng principles (GAAP), the budgetary basis as provided by law is based
upon accounting for certain transactions on a basis of cash receipts, disbursements and encumbrances. The
Combined Schedule of Revenues, E xpenditures and Changes in Fund Ba lances - Budget and Actual (Non-
GAAP Budgetary Basis) presented on the budgetary basis to provide a m eaningful com parison of actual
results with the budget. The major differences between the budget basis and GAAP basis are as follows:

1. Revenues are reco rded when receiv ed in cash ( budget basis) as opposed to when  susceptible to
accrual (GAAP basis).

2. Expenditures are recorded when paid in cash (budget basis) as  opposed to when the liability is
incurred (GAAP basis).

3. Encumbrances are treated as expenditures for all funds (budget basis) rather than as a reservation of
fund balance for governmental fund types and expendable trust funds (GAAP basis).

4. Advances in and advances out are operating tran sactions (budget basis) as opposed to balance sheet
transactions.
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Mad River Local School District
Notes to the Required Supplementary Information
For The Fiscal Year Ended June 30, 2010

The following table summarizes the adjustm ents necessary to reconcile the GAAP basis statem ents to the
budgetary basis statements for the general fund.

Net Change in Fund Balance

General
GAAP Basis ($957,007)
Revenue Accruals 21,793
Expenditure Accruals 10,264
Issuance of Debt (78,790)
Transfers In 373,403
Transfers Out (373,402)
Advances In 495,410
Encumbrances (512,982)
Budget Basis ($1,021,311)
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MAD RIVER LOCAL SCHOOL DISTRICT

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

FOR THE FISCAL YEAR ENDED JUNE 30, 2010

Federal Agency/ Federal Pass
Pass Through Agency/ CFDA Through
Program Title Number Number Receipts Disbursements
U.S. Department of Agriculture:
Passed through Ohio Department of Education:
Child Nutrition Cluster:
Non-Cash Assistance (Food Distribution):
National School Lunch Program 10.555 N/A $ 92,405 $ 92,405
Cash Assistance:
National School Breakfast Program 10.553 05-PU 190,733 190,733
National School Lunch Program 10.555 LL-P4 839,739 839,739
National Summer Lunch Program 10.559 24-PU 62,402 62,402
Cash Assistance Subtotal 1,092,874 1,092,874
Total Nutrition Cluster 1,185,279 1,185,279
Total US Department of Agriculture 1,185,279 1,185,279
U.S. Department of Education:
Impact Aid Grant 84.041 N/A 1,140,850 1,140,850
Passed through Ohio Department of Education:
Special Education Cluster:
Special Education Grants to States 84.027 6B-SF 779,979 952,788
Special Education Grants to States - ARRA 84.391 6B-SF 546,331 614,201
Special Education - Preschool Grants 84.173 PG-S1 31,359 32,894
Special Education - Preschool Grants - ARRA 84.392 PG-S1 18,943 16,060
Total Special Education Cluster 1,376,612 1,615,943
Title I, Part A Cluster
Title | Grants to Local Education Agencies 84.010 C1-$1 924,069 1,155,905
Title | Grants to Local Education Agencies - ARRA 84.389 C1-81 249,909 202,165
Total Title I, Part A Cluster 1,173,978 1,358,070
Vocational Education Grants 84.048 20-C1 83,532 125,086
Safe and Drug Free Schools and Communities 84.186 DR-S1 20,193 49,688
State Grants for Innovative Programs 84.298 C2-S1 - 9,021
Education Technology State Grants 84.318 TJ-S1 7,206 13,169
Improving Teacher Quality State Grants 84.367 TR-S1 158,758 191,926
State Fiscal Stabilization Fund - ARRA 84.394 NA 1,388,210 1,382,057
Total U.S. Department of Education 5,349,339 5,885,810
U.S. Department of Health and Human Services:
Passed through Ohio Department of Mental Retardation
and Development Disabilities:
Title XIX - Medicaid Assistance Program 93.778 N/A 39,424 39,424
Total U.S. Department of Health and Human Services 39,424 39,424

Total Federal Assistance

See accompanying notes to the Schedule of Expenditures of Federal Awards.

$ 6,574,042 § 7,110,513
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Mad River Local School District
Notes to the Schedule of Expenditures of Federal Awards
For the Fiscal Year Ended June 30, 2010

Note A — Significant Accounting Policies
The accompanying Schedule of Expenditures of Federal Awards summarizes the activity of the School
District’s federal award programs. The Schedule has been prepared on the cash basis of accounting.

Note B — U.S. Department Of Agriculture Programs
Cash receipts from the U.S. Department of Agriculture are commingled with State and Local funds. It is
assumed federal monies are expended first.

Note C — Food Distribution Programs

Non-monetary assistance, such as food received from the U.S. Department of Agriculture, is reported in
the Schedule of Expenditures of Federal Awards at the fair market value of the commodities received and
consumed. At June 30, 2010, the School District had no significant food commaodities in inventory.

Note D — Matching Requirements

Certain federal programs require the School District to contribute non-federal funds (matching funds) to
support federally-funded programs. The District has complied with the matching requirements. The
expenditure of non-federal (matching) funds is not included on the Schedule of Expenditures of Federal
Awards.
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REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT
OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE
WITH GOVERNMENT AUDITING STANDARDS

Board of Education

Mad River Local School District
801 Old Harshman Road
Dayton, Ohio 45431

We have audited the financial statements of the governmental activities, each major fund, and the
aggregate remaining fund information of the Mad River Local School District (the District), as of and for
the year ended June 30, 2010, which collectively comprise the District’s basic financial statements and
have issued our report thereon dated December 13, 2010. We conducted our audit in accordance with
auditing standards generally accepted in the United States of America and the standards applicable to
financial audits contained in Government Auditing Standards, issued by the Comptroller General of the
United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the District’s internal control over financial reporting
as a basis for designing our auditing procedures for the purpose of expressing our opinions on the
financial statements, but not for the purpose of expressing an opinion on the effectiveness of the District’s
internal control over financial reporting. Accordingly, we do not express an opinion on the effectiveness of
the District’s internal control over financial reporting.

A deficiency in internal control exists when the design or operation of a control does not allow management
or employees, in the normal course of performing their assigned functions, to prevent, or detect and correct
misstatements on a timely basis. A material weakness is a deficiency, or combination of deficiencies, in
internal control, such that there is a reasonable possibility that a material misstatement of the entity’s
financial statements will not be prevented, or detected and corrected on a timely basis.

Our consideration of internal control over financial reporting was for the limited purpose described in the first
paragraph of this section and was not designed to identify all deficiencies in internal control over financial
reporting that might be deficiencies, significant deficiencies or material weaknesses. We did not identify any
deficiencies in internal control over financial reporting that we consider to be material weaknesses, as
defined above. However, we identified a deficiency in internal control over financial reporting, described in
the accompanying schedule of findings and questioned costs as item 2010-1 that we consider to be a
significant deficiency in internal control over financial reporting. A significant deficiency is a deficiency, or a
combination of deficiencies, in internal control that is less severe than a material weakness, yet important
enough to merit attention by those charged with governance.

2525 north limestone street, ste. 103
springfield, oh 45503

www.cshco.com
p. 937.399.2000
f. 937.399.5433
cincinnati | columbus | dayton | middletown | springfield
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the District’s financial statements are free of
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements, noncompliance with which could have a direct and material effect on the
determination of financial statement amounts. However, providing an opinion on compliance with those
provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The
results of our tests disclosed no instances of noncompliance or other matters that are required to be
reported under Government Auditing Standards.

The District’s response to the finding identified in our audit is described in accompanying schedule of
findings and questioned costs. We did not audit the District’s response and, accordingly, we express no
opinion on it.

We noted certain matters that we reported to management of the District, in a separate letter dated
December 13, 2010.

This report is intended solely for the information and use of the Board of Education, management, others

within the District, and federal awarding agencies and pass-through entities and is not intended to be and
should not be used by anyone other than these specified parties.

[ Lok Sk, ok 7 2

Springfield, Ohio
December 13, 2010
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REPORT ON COMPLIANCE WITH REQUIREMENTS THAT
COULD HAVE A DIRECT AND MATERIAL EFFECT ON
EACH MAJOR PROGRAM AND ON INTERNAL CONTROL OVER
COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133

Board of Education

Mad River Local District
801 Old Harshman Road
Dayton, Ohio 45431

Compliance

We have audited the Mad River Local School District’s (the District) compliance with the types of
compliance requirements described in the U. S. Office of Management and Budget (OMB) Circular A-133
Compliance Supplement that could have a direct and material effect on each of the District's major
federal programs for the year ended June 30, 2010. The District’'s major federal programs are identified in
the summary of auditor’s results section of the accompanying schedule of findings and questioned costs.
Compliance with the requirements of laws, regulations, contracts, and grants applicable to each of its
major federal programs is the responsibility of the District's management. Our responsibility is to express
an opinion on the District’'s compliance based on our audit.

We conducted our audit of compliance in accordance with auditing standards generally accepted in the
United States of America; the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States; and OMB Circular A-133, Audits of
States, Local Governments, and Non-Profit Organizations. Those standards and OMB Circular A-133
require that we plan and perform the audit to obtain reasonable assurance about whether noncompliance
with the types of compliance requirements referred to above that could have a direct and material effect
on a major federal program occurred. An audit includes examining, on a test basis, evidence about the
District’s compliance with those requirements and performing such other procedures as we considered
necessary in the circumstances. We believe that our audit provides a reasonable basis for our opinion.
Our audit does not provide a legal determination on the District’s compliance with those requirements.

In our opinion, the School District, complied, in all material respects, with the compliance requirements
referred to above that could have a direct and material effect on each of its major federal programs for the
year ended June 30, 2010. However, the results of our auditing procedures disclosed an instance of
noncompliance with those requirements, which is required to be reported in accordance with OMB Circular
A-133 and which is described in the accompanying schedule of findings and questioned costs as item
2010-2.

2525 north limestone street, ste. 103
springfield, oh 45503

www.cshco.com
p. 937.399.2000
f. 937.399.5433
cincinnati | columbus | dayton | middletown | springfield
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Internal Control Over Compliance

Management of the District is responsible for establishing and maintaining effective internal control over
compliance with the requirements of laws, regulations, contracts, and grants applicable to federal
programs. In planning and performing our audit, we considered the District’s internal control over
compliance with the requirements that could have a direct and material effect on a major federal program
to determine our auditing procedures for the purpose of expressing our opinion on compliance and to test
and report on internal control over compliance in accordance with OMB Circular A-133, but not for the
purpose of expressing an opinion on the effectiveness of internal control over compliance. Accordingly, we
do not express an opinion on the effectiveness of the District’s internal control over compliance.

A deficiency in internal control over compliance exists when the design or operation of a control over
compliance does not allow management or employees, in the normal course of performing their assigned
functions, to prevent, or detect and correct, noncompliance with a type of compliance requirement of a
federal program on a timely basis. A material weakness in internal control over compliance is a deficiency,
or combination of deficiencies, in internal control over compliance, such that there is a reasonable possibility
that material noncompliance with a type of compliance requirement of a federal program will not be
prevented, or detected and corrected, on a timely basis.

Our consideration of internal control over compliance was for the limited purpose described in the first
paragraph of this section and was not designed to identify all deficiencies in internal control over compliance
that might be deficiencies, significant deficiencies or material weaknesses. We did not identify any
deficiencies in internal control over compliance that we consider to be material weaknesses, as defined
above. However, we identified a deficiency in internal control over compliance that we consider to be a
significant deficiency as described in the accompanying schedule of findings and questioned costs as item
2010-2. A significant deficiency in internal control over compliance is a deficiency, or combination of
deficiencies, in internal control over compliance with a type of compliance requirement of a federal program
that is less severe than a material weakness in internal control over compliance, yet important enough to
merit attention by those charged with governance.

The District’s response to the finding identified in our audit is described in accompanying schedule of
findings and questioned costs. We did not audit the District’s response and, accordingly, we express no
opinion on it.

This report is intended solely for the information and use of the Board of Education, management, others

within the entity and federal awarding agencies and pass-through entities, and is not intended to be and
should not be used by anyone other than those specified parties.

[ Lok, Stk phokd 7 2

Springfield, Ohio
December 13, 2010
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Mad River Local School District
Schedule of Findings and Questioned Costs
Fiscal Year Ended June 30, 2010

Section | - Summary of Auditors’ Results

Financial Statements

Type of auditors’ report issued: Unqualified
Internal control over financial reporting:
e Material weakness(es) identified? None noted
¢ Significant deficiency(ies) identified not

considered to be material weakness(es)? Yes
Noncompliance or other matters noted? None noted

Federal Awards

Internal control over major programs:

e Material weakness(es) identified? None noted
¢ Significant deficiency(ies) identified not

considered to be material weakness(es)? Yes
Type of auditors’ report issued on compliance for major programs: Unqualified

Any audit findings that are required to be reported in accordance
with 510(a) of Circular A-133? Yes

Identification of major programs:
Title I, Part A Cluster:
CFDA 84.010 — Title | Grants to Local Educational Agencies
CFDA 84.389 — Title | Grants to Local Educational Agencies — ARRA

Special Education Cluster:
CFDA 84.027 — Special Education Grants to States
CFDA 84.391 — Special Education Grants to States — ARRA
CFDA 84.173 — Special Education — Preschool Grants
CFDA 84.392 — Special Education — Preschool Grants - ARRA
CFDA 84.394 — State Fiscal Stabilization Fund — Education State Grants — ARRA
Dollar threshold to distinguish between Type A and Type B programs: $300,000

Auditee qualified as low-risk auditee? Yes
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Section Il - Financial Statement Findings

Finding 2010-1 — Payroll Controls

During the course of our audit, we noted that there is no final supervisory control procedure
performed during the payroll cycle. The payroll clerk performs the vast majority of the payroll
cycle autonomously. Although, the payroll checking account is reconciled by another
employee, this segregation of duties is not enough to uncover the creation of a fictitious
employee, the issuance of an unauthorized payroll check or other potentially fraudulent
activities associated with the payroll process.

We recommend that the Treasurer review payroll reports created during each payroll run and
initial documentation noting this review prior to payroll being processed

Management response: Management concurs with the finding.

Section lll - Federal Awards Findings and Questioned Costs
DEPARTMENT OF EDUCATION

Finding 2010-2 — State Fiscal Stabilization Grants to States — ARRA — CFDA No. 84.394,
Title | Grants to Local Educational Agencies - ARRA - CFDA No. 84.389
and Special Education Grants to States - ARRA - CFDA No. 84.391

Condition: We performed tests to determine if the District was properly reporting vendors that
received a single payment, from a single ARRA grant, in excess of $25,000 to the Ohio
Department of Education (ODE) on the 1512 ARRA Subrecipient Vendor report and if the District
was reasonably reporting Full-Time Equivalency (FTE) (i.e, the number of jobs created and
saved) to the ODE via the 1512 Testing ARRA FTE spreadsheet. We noted several payments
to vendors which appear to meet the criteria to be reported in accordance with ODE 1512 ARRA
Subrecipient Vendor reporting requirements but were not reported. We also noted
inconsistencies with quarterly FTE information being reported on the 1512 Testing ARRA FTE
spreadsheet.

Criteria: American Recovery and Reinvestment Act of 2009 (ARRA), Section 1512 (b) & (c)
requires any entity that receives certain Recovery funds directly from the Federal government to
submit a report to the Federal Agency not later than 10 days after the end of each calendar
quarter in which the Federal Recovery funds were received. The District did not receive direct
ARRA funding. However, the Ohio Department of Education’s American Recovery and
Reinvestment Act Reporting Guidance states that ODE, as a prime recipient of ARRA funding,
is required to report quarterly to the federal government data on ARRA programs. Further, the
ODE'’s reporting guidance indicates that ODE distributes ARRA funds to local education
agencies (LEAs) as subrecipients and must collect quarterly data from LEAs to meet the 1512
reporting requirements associated with ARRA funding. Thus, the 1512 reporting requirements
filter down to the District and the District is required to report certain information to ODE. Among
the items to be reported, the vendor name and zip code are required for each vendor that
received a single payment, from a single ARRA grant, in excess of $25,000 and the number of
jobs saved and created using ARRA funds.

Effect. The failure to properly report 1512 information in accordance with program requirements
could cause the ODE's 1512 reporting to be inaccurate.
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Cause: The District did not implement specific procedures to ensure that all vendors receiving
single payments of $25,000, from a single ARRA grant, along with FTE information were
reported on the ODE 1512 ARRA Subrecipient Vendor report and the 1512 Testing ARRA
spreadsheet, respectively, were accurately reported on a quarterly basis.

Recommendation: \WWe recommend the District implement procedures to ensure that all vendors
receiving single payments of $25,000 are reported on the ODE 1512 ARRA Subrecipient
Vendor report and all jobs created and saved reported on the 1512 Testing ARRA
spreadsheet to comply with federal regulations.

Management response: Management concurs with the finding.

Section IV — Schedule of Prior Audit Findings and Questioned Costs

None Noted.
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STRENGTH IN NUMBERS
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