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Rockefeller Building
614 W Superior Ave Ste 1242

Cleveland OH 44113-1306

Charles E. Harris & Associates, Inc. Office phone - (216) 575-1630
Certified Public Accountants Fax - (216) 436-2411

INDEPENDENT ACCOUNTANTS' REPORT

Geneva Area City School District
Ashtabula County

135 South Eagle Street

Geneva, Ohio 44041

To the Board of Education:

We have audited the accompanying financial statements of the governmental activities, each
major fund and the aggregate remaining fund information of the Geneva Area City School District,
Ashtabula County, Ohio, (the District), as of and for the year ended June 30, 2011, 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 an opinion 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
basic financial statements are free of material misstatement. An audit includes examining, on a
test basis, evidence supporting the amounts and disclosures in the basic financial statements.
An audit also includes assessing the accounting principles used and 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 opinion.

In our opinion, the basic 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 Geneva Area City School District, Ashtabula County,
Ohio, as of June 30, 2011, and the respective changes in financial position and cash flows, thereof
and the budgetary comparison for the General Fund and for the year then ended in conformity
with accounting principles generally accepted in the United States of America.

As described in Note 3, the District implemented Governmental Accounting Standards Board
Statement No. 54, “Fund Balance Reporting and Governmental Fund Type Definitions.”

In accordance with Government Auditing Standards, we have also issued our report dated
January 20, 2012 on our consideration of the District's internal control over financial reporting and
our tests of its compliance with certain provisions of laws, regulations, contracts, 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 and opinion on internal control over financial reporting or 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.



Accounting principles generally accepted in the United States of America require that the
managements’ discussion and analysis be presented to supplement the basic financial
statements. Such information, although not a part of the basic financial statements, is required by
the Governmental Accounting Standards Board, who considers it to be an essential part of
financial reporting for placing the basic financial statements in an appropriate operational,
economic, or historical context. We have applied certain limited procedures to the required
supplementary information in accordance with auditing standards generally accepted in the
United States of America, which consisted of inquiries of management about the methods of
preparing the information and comparing the information for consistency with management’s
responses to our inquiries, the basic financial statements, and other knowledge we obtained
during our audit of the basic financial statements. We do not express an opinion or provide any
assurance on the information because the limited procedures do not provide us with sufficient
evidence to express an opinion or provide any assurance.

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the Geneva Area City School District’s financial statements as a whole. The
accompanying schedule of federal award expenditures is presented for purpose 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 not a required part of the financial
statements. The schedule of federal award expenditures is the responsibility of management and
was derived from and relates directly to the underlying accounting and other records used to
prepare the financial statements. The information has been subjected to the auditing procedures
applied in the audit of the financial statements and certain additional procedures, including
comparing and reconciling such information directly to the underlying accounting and other
records used to prepare the financial statements or to the financial statements themselves, and
other additional procedures in accordance with auditing standards generally accepted in the
United States of America. In our opinion, the information is fairly stated in all material respects in
relation to the financial statements as a whole.

Choalig Houtnd Adaréioine

Charles E. Harris & Associates, Inc.
January 20, 2012



Geneva Area City School District
Ashtabula County
Management’s Discussion and Analysis
For the Fiscal Year Ended June 30, 2011
Unaudited

As management of the Geneva Area City School District (the School District), we offer readers of the
School District’s financial statements this narrative overview and analysis of the financial activities of the
School District for the fiscal year ended June 30, 2011. We encourage readers to consider the information
presented here in conjunction with financial statements and notes to the basic financial statements to
enhance their understanding of the School District’s financial performance.

Financial Highlights

» General revenues accounted for $21.9 million in revenue or 61% of all governmental revenues.
Program specific revenues in the form of charges for services, grants and contributions accounted for
$13.9 million or 39% of total governmental revenues of $35.8 million.

* The School District had $29.6 million in expenses related to governmental activities; but $13.9 million
of these expenses were offset by program specific charges for services, grants or contributions. General
revenues (primarily taxes and grants and entitlements not restricted to specific programs) of $21.9 million
were adequate to provide for these programs, resulting in an increase in net assets of $6,244,240 or
13.0%.

« At the end of the current fiscal year the governmental funds reported a combined ending fund balance of
about $15.5 million, a decrease of $3,503,067 from the prior year.

« During the year the School District made significant progress on new construction of buildings as part of
the Ohio School Facilities Program.

Overview of the Financial Statements

This discussion and analysis are intended to serve as an introduction to the School District’s basic
financial statements. The School District basic financial statements comprise three components: (1)
government-wide statements, (2) fund financial statements, and (3) notes to the basic financial statements.

Government-wide Financial Statements The government-wide financial statements are designed to
provide reader with a broad overview of the School District’s finances, in a manner similar to a private-
sector business.

The statement of net assets presents information on all of the School District’s assets and liabilities, with
the difference between the two reported as net assets. Over time, increases or decreases in net assets may
serve as a useful indicator of whether the financial position of the School District is improving or
deteriorating.
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The statement of activities presents information showing how the government’s net assets changed during
the most recent fiscal year. All changes in net assets are reported as soon as the underlying event giving
rise to the change occurs, regardless of the timing of related cash flows. Thus, revenues and expenses are
reported in this statement for some items that will only result in cash flows in future fiscal periods (e.g.,
uncollected taxes and earned by unused vacation leave). Both of the government-wide financial
statements distinguish functions of the School District that are principally supported by taxes and
intergovernmental revenues from other functions that are intended to recover all or a significant portion of
their costs through user fees and charges. The governmental activities of the School District include
instruction, supporting service, operation of non-instructional services, extracurricular activities, and
interest and fiscal charges. The government-wide financial statements can be found on pages 12-13 of
this report.

Fund Financial Statements. A fund is a grouping of related accounts that is used to maintain control
over resources that have been segregated for specific activities or objective. The School District, like the
state and local governments, uses fund accounting to ensure and demonstrate compliance with finance-
related legal requirements. All of the funds of the School District can be divided into two categories:
governmental funds and fiduciary funds.

Governmental Funds Most of the School District’s activities are reported in governmental funds, which
focus on how money flows into and out of those funds and balances left at year-end available for
spending in future periods. These funds are reported using an accounting method called modified
accrual, 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 School District’s general
governmental operations and the basic services it provides. Governmental fund information helps you
determine whether there are more or fewer financial resources that can be spent in the near future to
finance educational programs. The relationship (or difference) between governmental activities (reported
in the Statement of Net Assets and the Statement of Activities) and governmental funds is reconciled in
the financial statements.

The basic fund financial statements can be found on pages 14-18 of this report.

Fiduciary Funds Fiduciary funds are used to account for resources held for the benefit of parties outside
the government. Fiduciary funds are not reflected in the government-wide financial statement because
the resources of these funds are not available to support the School District’s own programs. The
accounting used for fiduciary funds is much like that used for proprietary funds. The basic fiduciary
funds financial statements can be found on page 22-23 of this report.

Notes to the Financial Statements. The notes provide additional information that is essential to a full
understanding of the data provided in the government-wide and fund financial statements. The notes to
the financial statements can be found starting on page 24 of this report.
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Government-wide Financial Analysis

Recall that the statement of net assets provides the perspective of the School District as a whole. A
comparative analysis is presented below.

Net Assets

Governmental Activities

2011 2010

Assets:
Current and other assets $ 25,362,491 $ 31,058,309
Capital assets 58,319,357 49,366,300
Total assets 83,681,848 80,424,609
Liabilities:
Current liabilities 8,803,060 11,097,671
Long-term liabilities 20,444,480 21,136,870
Total liabilities 29,247 540 32,234,541
Net Assets:
Invested in capital assets, net

of related debt 40,449,367 30,801,310
Restricted net assets 13,455,761 17,340,068
Unrestricted net assets 529,180 48,690
Total net assets $ 54434308 $ 48,190,068

As noted earlier, net assets may serve over time as a useful indicator of a government’s financial position.
In the case of the School District, assets exceeded liabilities by $54.4 million at June 30, 2011.

A portion of the School District’s net assets, $40.4 million, reflects its investment in capital assets (e.g.,
land, construction in progress, buildings and improvements, land improvements, furniture, fixtures and
equipment, and vehicles), less any related debt used to acquire those assets that is still outstanding. The
School District uses these capital assets to provide services to students; consequently, these assets are not
available for future spending. Although the School District’s investment in its capital assets is reported
net of related debt, it should be noted that the resources needed to repay this debt must be provided from
other sources, since the capital assets themselves cannot be used to liquidate these liabilities.

A portion of the School District’s net assets, $13.5 million or 24.7%, represents resources that are subject
to external restrictions on how the funds may be used. Of the total restricted assets, $2.2 million, or 4.1%,
is restricted for debt service payments; $10.1 million, or 18.6%, is restricted for capital projects; $1.1
million or 2.0%, is restricted for other purposes and a lesser amount, $4,007 or less than 1.0%, is
restricted for set-asides for the purchase of textbooks and instructional materials. The remaining
significant balance of government-wide unrestricted net assets of $.53 million may be used to meet the
government’s ongoing obligations to students and staff.
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The table below shows the change in net assets for fiscal years 2011 and 2010.
Changes in Net Assets

Governmental Activities

2011 2010
Revenues
Program revenues:
Charges for services and sales $ 2,090,897 $ 1,982,192
Operating grants and contributions 3,684,580 3,784,951
Capital grants and contributions 8,129,070 22,577,043
General revenues:
Property taxes 8,662,473 8,480,757
Grants and entitlements 12,946,187 13,360,373
Investment earnings 43,995 118,103
Payments in lieu of taxes 141,103 141,103
Miscellaneous 118,760 96,283
Total revenues 35,817,065 50,540,805
Expenses
Instruction:
Regular 10,995,831 10,897,110
Special 3,568,527 3,442,587
Vocational 414,808 405,404
Other 1,294,273 1,375,656
Support services:
Pupils 1,462,694 1,518,395
Instructional staff 611,542 747,353
Board of education 21,261 20,177
Administration 1,951,724 1,769,740
Fiscal 548,785 546,726
Business 37,176 33,992
Operation and maintenance of plant 3,940,309 3,154,555
Pupil transportation 1,550,198 1,498,474
Central 3,576 4,047
Operation of non-instructional services 1,494,348 1,345,163
Extracurricular activities 753,101 726,019
Fiscal and interest charges 924,672 928,551
Total expenses 29,572,825 28,413,949
Increase (decrease) in net assets 6,244,240 22,126,856
Net assets beginning of year 48,190,068 26,063,212
Net assets end of year $ 54434308 $ 48,190,068
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Governmental Activities

Several revenue sources fund our governmental activities with property taxes and State foundation
revenues being the largest contributors. Property tax levies generated approximately $8.7 million in
2011. General revenues from grants and entitlements, such as the school foundation program, generated
over $12.9 million. With the combination of taxes and intergovernmental funding 60.3% of all revenues,
the School District monitors both of these revenue sources very closely for fluctuations.

A review of the above table reflects the total cost of instructional services was $16,273,439 or 55.0% of
governmental program expenses. Instructional expenses include activities directly related to the teaching
of pupils and the interaction between teacher and pupil. These expenses increased $152,682, or 1.0% as
compared to the prior year.

Pupil services and instructional staff include the activities involved in assisting staff and the content and
process of teaching to pupils. These expenses represent $2,074,236, or 7.0% of the total governmental
program expenses. Expenses to provide these programs decreased $191,512 or 8.5%, as compared to
fiscal year 2010.

Board of education, administration, fiscal and business classifications reflect expenses associated with
establishing and administering school operation policies, financial operations and activities concerned
with purchasing, receiving and maintaining goods and services for the School District. The total cost to
provide these programs was $2,558,946, or 8.7% of governmental program expenses. Costs of these
programs increased $188,311, or 7.9%, as compared to the prior year.

Operation and maintenance of plant expenses refer to the care and upkeep of the buildings, grounds,
equipment and the safety of the School District’s operations. The total cost for the operation and
maintenance services was $3,940,309, or 13.3% of the governmental program expenses. These expenses
increased $785,754, or 25.0% as compared to fiscal year 2010. Expenses of this program increased as
costs associated with building maintenance and non-capital related building and construction costs
increased. A significant part of this increase is related to corrections being made to the new construction.

Pupil transportation expenses are expenses related to the transportation of students to and from school, as
well as the service and maintenance of those vehicles. Total transportation cost was $1,550,198 or 5.2%
of the total governmental program expenditures. Expenses for providing this program increased $51,724,
or 3.5% as compared to the prior year. The primary cause of this increase was due to the maintenance of
buses and depreciation expense on recently purchased buses.

The statement of activities shows the cost of program services and the charges for services and grants
offsetting those services. The table below shows, for government activities, the total cost of services and
the net cost of services for 2011 and 2010. That is, it identifies the cost of these services supported by tax
revenue and unrestricted State entitlements.
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Governmental Activities

Total Cost Total Cost Net Cost Net Cost
of Services of Services of Services of Services
2011 2010 2011 2010
Program Expenses:
Instruction:
Regular $ 10995831 $ 10,897,110 $ (162,255) $ 14,283,029
Special 3,568,527 3,442 587 (2,172,843) (2,126,418)
Vocational 414,808 405,404 (414,808) (405,404)
Other 1,294,273 1,375,656 (1,294,273) (1,375,656)
Support services:
Pupils 1,462,694 1,518,395 (1,278,812) (1,346,789)
Instructional staff 611,542 747,353 (606,503) (595,113)
Board of education 21,261 20,177 (21,261) (20,177)
Administration 1,951,724 1,769,740 (1,951,724) (1,671,159)
Fiscal 548,785 546,726 (548,785) (546,726)
Business 37,176 33,992 (37,176) (33,992)
Operation and maintenance of plant 3,940,309 3,154,555 (3,938,620) (3,154,045)
Pupil transportation 1,550,198 1,498,474 (1,550,198) (1,498,474)
Central 3,576 4,047 (3,576) (4,047)
Operation non-instructional services 1,494,348 1,345,163 (167,782) (78,468)
Extracurricular activities 753,101 726,019 (594,990) (567,773)
Interest and fiscal charges 924,672 928,551 (924,672) (928,551)
Total $ 29572825 $ 28413949 $ (15,668,278) 3 (69,763)

Financial Analysis of the Government’s Funds
The School District’s Funds

The School District’s governmental funds are accounted for using the modified accrual basis of
accounting. The total revenues and other financing sources for governmental funds were $35,881,542
and total expenditures and other financing uses were $39,384,609. The net change in fund balance was
significant in the general fund with a decrease of $537,927. This decrease is largely attributed to the
decreased interest earned on investments and intergovernmental revenues received from the State.
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Fund Balances

Fund Balance Fund Balance Increase/ Percent

June 30, 2011 June 30, 2010 (Decrease) Change
General $ 1,288,413 $ 1,824,364 $  (535,951) -29.38%
Bond retirement 2,997,240 2,724,632 272,608 10.01%
Permanent improvement 1,409,037 1,457,322 (48,285) -3.31%
Classroom facilities 7,924,295 11,472,143 (3,547,848) -30.93%
Other governmental 1,838,717 1,482,308 356,409 24.04%
Total $ 15,457,702 $ 18,960,769 $ (3,503,067)

The School District’s general fund revenues decreased $710,773 and expenditures decreased $1,945,321
from 2009. The most significant cause to these changes for revenues was a decrease of $658,689 in
unrestricted grants. Total expenditures decreased mainly in the area of instruction and related services
provided to students.

Change in Financial Activities for the General Fund

2011 2010 Increase/ Percent

Amount Amount (Decrease) Change
Revenues
Taxes $ 6,604,212 $ 6,530,096 74,116 1.13%
Intergovernmental 12,739,867 13,181,198 (441,331) -3.35%
Interest 28,293 87,953 (59,660) -67.83%
Tuition and fees 1,578,977 1,461,576 117,401 8.03%
Gifts and donations 840 2,802 (1,962) -70.02%
Customer sales and service 4,093 4,714 (621) -13.17%
Rent 1,689 510 1,179 231.18%
Payment in lieu of taxes 141,103 141,103 - 0.00%
Miscellaneous 56,497 13,087 43,410 331.70%
Total $ 21,155,571 $ 21,423,039 $ (267,468)
Expenditures:
Instruction $ 13,431,181 $ 13,598,480 $ (167,299) -1.23%
Support services 7,591,071 7,545,823 45,248 0.60%
Non-instructional services 33,790 43,725 (9,935) -22.72%
Extracurricural activities 484,475 463,054 21,421 4.63%
Capital outlay 24,077 93,181 (69,104) -74.16%
Total $ 21,564,594 $ 21,744,263 $ (179,669)
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General Fund Budgeting Highlights

The School District’s budget is prepared according to Ohio law and is based on accounting for certain
transactions on a basis of cash receipts, disbursements and encumbrances. The most significant budgeted
fund is the general fund. During fiscal year 2011, the School District amended its general fund budget as
expenditure priorities changed according to student, building and operational needs. Budget revisions are
presented to the Board of Education for approval.

For the general fund, the final budget basis revenue estimate was $21,277,613, representing a slight
increase from the original budget estimate of $21,126,448. This $151,165 difference was mainly due to
an increase in intergovernmental revenues from original estimates. Actual receipts of $21,276,419 were
very close to the final budget basis revenue estimate.

The original expenditure budget of $22,187,792 was revised during the fiscal year with a final budget
amount of $22,243,394. Actual expenditures plus encumbrances of $21,910,356 reported significant
variances as compared to the original and final expenditure budgets. The School District ended the year
at approximately $.33 million under budget. There were no significant events that caused this difference.
Capital Assets and Debt Administration

Capital Assets

At the end of fiscal year 2011, the School District had $58,319,357 invested in various capitalized assets,
net of depreciation. The table below shows fiscal year 2011 balances compared to fiscal year 2010.

Capital Assets, at Fiscal Year End
(Net of depreciation)

Governmental Activities

2011 2010
Land $ 1618970 $ 1,618,970
Construction in progress 4,768,145 25,446,823
Land improvements 143,923 278,985
Buildings and improvements 49,715,614 20,474,635
Furniture, fixtures and equipment 1,103,239 521,039
Vehicles 969,466 1,025,848

Total capital assets $ 58,319,357 $ 49,366,300

Capital assets increased $8,953,057 from 2010, due mainly from current year construction additions
exceeding depreciation expenses and disposals. See Note 7 to the basic financial statements for detail on
the School District’s capital assets.

10
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Debt

At June 30, 2011, the School District had $17,869,990 in general obligation bonds. Of this total,
$720,000 is due within one year and $17,149,990 is due more than one year. In addition to the principal
amounts shown below, an amount of accreted interest on the capital appreciation bonds amounted to
$863,939. The following table summarizes the bonds outstanding.

Outstanding Debt at Fiscal Year End

Governmental Activities
2011 2010

General obligation bonds:
School improvement $ 17,869,990 $ 18,564,990

Additional information on the School District’s short-term debt and long-term debt can be found in Note
14 of the basic financial statements.

Current Financial Related Activities

Geneva Area City School District is strong financially. As the preceding information shows, the School
District heavily depends on its property taxpayers and State aid. The School District has been fortunate in
that it has not had to ask its voters for additional operating revenue since 1993. However, financially, the
future is not without challenges. Management must diligently plan expenses, staying carefully within the
School District’s five-year forecast. Even with spending controls in place, the School District realizes
that it may need to seek additional operating millage in the near future.

Fluctuating state foundation payments due to increased property valuations provide no significant
increase in future revenues. Often declines are due to the increasing valuation charge-offs in determining
state foundation payments. The decreases in property tax revenues are almost offset to increases in state
foundation payments and state property tax off-sets, such as from homestead and roll back and tax
exemptions. With its major sources of revenue not keeping pace with expenditure increases, the School
District must seek additional tax revenues to continue current operations. However, the School District
cannot look to the State of Ohio for increased revenue.

Contacting the School District’s Financial Management
This financial report is designed to provide our citizen’s, taxpayers, investors and creditors with a general
overview of the School District’s finances and to show the School District’s accountability for the money

it receives. If you have questions about this report or need additional financial information contact Kevin
Lillie, Treasurer at Geneva Area City School District, 135 South Eagle Street, Geneva, Ohio 44041.

11



Geneva Area City School District
Statement of Net Assets
June 30, 2011

Assets:
Equity in pooled cash and cash equivalents
Cash and cash equivalents:
In segregated accounts
With fiscal agents
Investments in segregated accounts
Receivables:
Taxes
Accounts
Intergovernmental
Accrued interest
Prepaid items
Inventory held for resale
Materials and supplies inventory
Capital assets:
Land
Construction in progress
Depreciable capital assets, net
Total capital assets

Total assets

Liabilities:
Accounts payable
Contracts payable
Accrued wages and benefits
Intergovernmental payable
Accrued interest payable
Matured bonds payable
Claims payable
Deferred revenue
Long-term liabilities:
Due within one year
Duein more than one year

Total liabilities

Net assets:
Invested in capital assets, net of related debt
Restricted for:
Capital projects
Debt service
Set asides
Other purposes
Unrestricted
Total net assets

$

Governmental
Activities

6,846,563

6,651,873
15,000
2,199,589

9,124,113
66,126
338,910
17,162
59,582
24,610
18,963

1,618,970
4,768,145
51,932,242
58,319,357

83,681,848

99,679
1,270,588
2,334,013

615,073

63,105

15,000

27,339
4,378,263

1,531,212
18,913,268

29,247,540

40,449,367

10,150,704
2,206,685
4,007
1,094,365
529,180

54,434,308

See accompanying notes to the basic financial statements.

12



Geneva Area City School District
Statement of Activities
For the Fiscal Year Ended June 30, 2011

Net (Expense)
Revenues and
Changesin
Program Revenues Net Assets
Charges for Operating Grants Capital Grants Governmental
Expenses Services and Contributions  and Contributions Activities
Governmental Activities:
Instruction:
Regular $ 10,995,831 $ 1525160 $ 1,179,346 $ 8,129,070 (162,255)
Specid 3,568,527 57,910 1,337,774 - (2,172,843)
Vocational 414,808 - - - (414,808)
Other 1,294,273 - - - (1,294,273)
Support services:
Pupils 1,462,694 - 183,882 - (1,278,812)
Instructional staff 611,542 - 5,039 - (606,503)
Board of education 21,261 - - - (21,261)
Administration 1,951,724 - - - (1,951,724)
Fiscal 548,785 - - - (548,785)
Business 37,176 - - - (37,176)
Operation and maintenance of plant 3,940,309 1,689 - - (3,938,620)
Pupil transportation 1,550,198 - - - (1,550,198)
Central 3,576 - - - (3,576)
Operation of non-instructional services 1,494,348 367,664 958,902 - (167,782)
Extracurricular activities 753,101 138,474 19,637 - (594,990)
Interest and fiscal charges 924,672 - - - (924,672)
Total governmental activities $ 29572825 $ 2,090,897 $ 3,684,580 $ 8,129,070 (15,668,278)
General Revenues:
Property taxes levied for:
General purposes 6,750,597
Debt service 1,592,350
Capital outlay 319,526
Grants and entitlements not restricted to specific programs 12,946,187
Investment earnings 43,995
Payment in lieu of taxes 141,103
Miscellaneous 118,760
Total general revenues 21,912,518
Change in net assets 6,244,240
Net assets beginning of year 48,190,068
Net assets end of year 54,434,308

See accompanying notes to the basic financial statements.
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Geneva Area City School District
Balance Sheet

Governmental Funds

June 30, 2011

Other Total
Bond Permanent Classroom Governmental ~ Governmental
General Retirement Improvement Facilities Funds Funds

Assets:
Equity in pooled cash and cash equivalents  $ 909,388 $ 2335028 $ 1337530 $ 347522 $ 1,850,291 $ 6,779,759
Cash and cash equivalents:

With fiscal agent - 15,000 - - - 15,000

In segregated accounts - - - 6,556,471 95,402 6,651,873

Investments in segregated accounts - - - 2,199,589 - 2,199,589
Receivables:

Taxes 7,102,219 1,684,592 180,967 - 156,335 9,124,113

Accounts 65,928 - - - 76 66,004

Intergovernmental - - - 82,068 256,842 338,910

Accrued interest 7,929 - - 9,233 - 17,162
Inventory held for resale - - - - 24,610 24,610
Materials and supplies inventory 13,809 - - - 5,154 18,963
Prepaid items 53,311 - - - 6,271 59,582
Equity in pooled cash and

cash equivalents (restricted) 4,007 - - - - 4,007

Total assets 8,156,591 4,034,620 1,518,497 9,194,883 2,394,981 25,299,572
Liabilities:
Accounts payable 62,234 - - - 37,445 99,679
Contracts payable - - - 1,270,588 - 1,270,588
Accrued wages and benefits 2,010,224 - - - 323,789 2,334,013
Intergovernmental payable 514,752 - - - 100,321 615,073
Matured bonds payable - 15,000 - - - 15,000
Deferred revenue 4,280,968 1,022,380 109,460 - 94,709 5,507,517
Total liabilities 6,868,178 1,037,380 109,460 1,270,588 556,264 9,841,870
Fund balances:

Nonspendable 67,120 - - - 36,035 103,155

Restricted 4,007 2,997,240 1,409,037 7,924,295 1,871,541 14,206,120
Assigned 1,217,286 - - - - 1,217,286

Unassigned - - - - (68,859) (68,859)
Total fund balances 1,288,413 2,997,240 1,409,037 7,924,295 1,838,717 15,457,702
Total liabilities and fund balances $ 8156591 $ 4034620 $ 1518497 $ 9194883 $ 2,394,981 $ 25,299,572
See accompanying notes to the basic financial statements.
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Geneva Area City School District

Reconciliation of Total Governmental Fund Balancesto
Net Assets of Governmental Activities

June 30, 2011

Total governmental fund balances

Amounts reported for governmental activitiesin 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 that are not available to pay for current-period
expenditures and therefore are deferred in the funds:
Property taxes receivable

Aninternal service fund is used by management to charge the costs of
insurance to individual funds. The assets and liabilities of theinternal
service fund are included in the governmental activities in the statement
of net assets.

In the statement of activities, interest is accrued on outstanding bonds,
whereas in governmental funds, an interest expenditure is reported
when due.

Long-term liabilities that are not due and payable in the current period and
therefore are not reported in the funds:
Genera obligation bonds
Accretion of capital appreciation bonds
Compensated absences
Total

Net assets of governmental activities

See accompanying notes to the basic financial statements.

$ 15,457,702

58,319,357
1,129,254
35,580
(63,105)
$  (17,869,990)
(863,939)
(1,710,551)
(20,444,480)

$ 54,434,308
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Geneva Area City School District
Statement of Revenues, Expendituresand Changesin Fund Balances

Governmental Funds

For the Fiscal Year Ended June 30, 2011

Revenues.

Taxes

Intergovernmental
Interest

Tuition and fees
Extracurricular activities
Gifts and donations
Customer sales and service
Rent

Payment in lieu of taxes
Miscellaneous

Total revenues

Expenditures:
Current:

Instruction:
Regular
Special
Vocationa
Other
Support services:
Pupils
Instructional staff
Board of education
Administration
Fiscal
Business
Operation and maintenance of plant
Pupil transportation
Central
Operation of non-instructional services
Extracurricular activities
Capital outlay
Debt service:
Principal retirement
Interest and fiscal charges

Total expenditures

Excess of revenues over
(under) expenditures

Other financing sources (uses):
Transfersin
Transfers out

Total other financing sources (uses)

Net change in fund balances

Fund balances beginning of year
Fund balances end of year

Other Total
Bond Permanent Classroom Governmental  Governmental

General Retirement Improvement Facilities Funds Funds
$ 6604212 $ 155699 $ 167,751 % -8 144801 $ 8,473,760
12,739,867 215,476 36,128 7,104,055 4,700,100 24,795,626
28,293 - 11,441 56,673 4,548 100,955
1,578,977 - - - - 1,578,977
- - - - 138,474 138,474
840 - - - 22,137 22,977
4,093 - - - 367,664 371,757
1,689 - - - - 1,689
141,103 - - - - 141,103
56,497 - - 9,400 61,423 127,320
21,155,571 1,772,472 215,320 7,170,128 5,439,147 35,752,638
9,322,543 - - - 978,415 10,300,958
2,448,149 - - - 1,146,900 3,595,049
395,851 - - - - 395,851
1,264,638 - - - 29,635 1,294,273
1,338,680 - 2,120 - 127,947 1,468,747
486,172 - - - 100,757 586,929
21,261 - - - - 21,261
1,823,009 - - - 121,159 1,944,168
491,705 34,254 4,141 - 17,186 547,286
37,176 - - - - 37,176
2,086,828 - 48,575 483,237 1,082,040 3,700,680
1,302,664 - - - - 1,302,664
3,576 - - - - 3,576
33,790 - - - 1,419,287 1,453,077
484,475 - - - 186,340 670,815
24,077 - 208,769 10,234,739 - 10,467,585
- 695,000 - - - 695,000
- 770,610 - - - 770,610
21,564,594 1,499,864 263,605 10,717,976 5,209,666 39,255,705
(409,023) 272,608 (48,285) (3,547,848) 229,481 (3,503,067)
- - - - 128,904 128,904
(128,904) - - - - (128,904)
(128,904) - - - 128,904 -
(537,927) 272,608 (48,285) (3,547,848) 358,385 (3,503,067)
1,826,340 2,724,632 1,457,322 11,472,143 1,480,332 18,960,769
$ 1288413 $ 2997240 $ 1,409,037 $ 7924295 $ 1,838,717 $ 15,457,702

See accompanying notes to the basic financial statements.
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Geneva Area City School District

Reconciliation of the Statement of Revenues, Expenditures and Changes
in Fund Balances of Governmental Fundsto the Statement of Activities
For the Fiscal Year Ended June 30, 2011

Net change in fund balances - total governmental funds $ (3,503,067)

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

Governmental funds report capital outlays as expenditures. However, in the statement of activities,
the cost of capital assetsis allocated over their estimated useful lives as depreciation expense.
In the current period, these amounts are:

Capital asset additions $ 10,467,585
Depreciation expense (1,413,676)
Excess of capital asset additions over depreciation expense 9,053,909

The disposal of capital assets resultsin the removal of capital assets at cost and the differencein their
carrying value to cost, if immaterial, is charged to the program as an expense in the statement
of activities. (100,852)

Revenues in the statement of activities that do not provide current financial resources are not
reported as revenues in the funds. These activities consist of:

Property taxes $ 188,713
Intergovernmental (124,286)
Net change in deferred revenues during the year 64,427

Repayment of debt principal is an expenditure in the governmental funds, but the
repayment reduces long-term liabilities in the statement of net assets. 695,000

Some items 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. These
activities consist of:

Decrease in compensated absences $ 153,305
Decrease in accrued interest 1,853
Total additional expenses 155,158

The accretion of capital appreciation bond is reflected as an expense
in the statement of activities. (155,915)

The internal service fund used by management to charge the costs of dental
claimsto individual funds are not reported in the statement of activities.
Governmental fund expenditures and related internal service fund revenues
are eliminated. 35,580

Change in net assets of governmental activities $ 6,244,240

See accompanying notes to the basic financial statements.
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Geneva Area City School District

Statement of Revenues, Expendituresand Changesin Fund Balance-

Budget (Non-GAAP Basis) and Actual
General Fund

For the Fiscal Year Ended June 30, 2011

Revenues.

Taxes

Intergovernmental

Interest

Tuition and fees

Gifts and donations
Customer sales and service
Rent

Payment in lieu of taxes
Miscellaneous

Total revenues

Expenditures:
Current:

Instruction:
Regular
Special
Vocationa
Other
Support services:
Pupils
Instructional staff
Board of education
Administration
Fiscal
Business
Operation and maintenance of plant
Pupil transportation
Central
Operation of non-instructional services
Extracurricular activities
Capital outlay

Total expenditures
Excess of revenues over (under) expenditures

Other financing sources (uses):
Proceeds from the sale of capital assets
Refund of prior year expenditures
Insurance recoveries

Transfers out

Total other financing sources (uses)
Net change in fund balance

Fund balance at beginning of year
Prior year encumbrances appropriated

Fund balance at end of year

See accompanying notes to the basic financial statements.

Variance with

Original Fina Final Budget
Budget Budget Actua Positive (Negative)
$ 6,435,487 $ 6,697,794 $ 6,697,794 $ -
12,931,628 12,739,867 12,739,867 -
90,000 48,230 47,557 (673)
1,461,283 1,574,153 1,573,602 (551)
2,500 940 940 -
4,600 4,051 4,051 -
500 1,689 1,689 -
127,900 141,103 141,103 -
2,350 2,056 2,086 30
21,056,248 21,209,883 21,208,689 (1,194)
9,796,531 9,473,318 9,439,459 33,859
2,350,681 2,454,198 2,432,567 21,631
396,436 399,184 397,545 1,639
1,375,348 1,281,348 1,264,798 16,550
1,427,984 1,383,030 1,356,705 26,325
523,520 476,354 474,421 1,933
20,825 22,900 21,261 1,639
1,680,564 1,900,876 1,868,210 32,666
493,959 512,259 500,225 12,034
35,584 37,176 37,176 -
2,137,044 2,224,328 2,091,280 133,048
1,299,634 1,322,211 1,307,994 14,217
6,633 7,988 3,494 4,494
44,291 32,302 32,300 2
486,998 489,298 486,898 2,400
56,460 96,324 67,119 29,205
22,132,492 22,113,094 21,781,452 331,642
(1,076,244) (903,211) (572,763) 330,448
50,000 41,016 41,016 -
20,200 25,571 25,571 -
- 1,143 1,143 -
(55,300) (130,300) (128,904) 1,396
14,900 (62,570) (61,174) 1,396
(1,061,344) (965,781) (633,937) 331,844
1,271,947 1,271,947 1,271,947 -
169,561 169,561 169,561 -
$ 380,164 $ 475,727 $ 807,571 $ 331,844
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Geneva Area City School District
Statement of Fund Net Assets
Internal Service Fund

June 30, 2011

Assets:
Equity in pooled cash and cash equivalents
Accounts receivable

Total assets

Liabilities:
Claims payable

Net assets.
Unrestricted

Total liabilities and net assets

See accompanying notes to the basic financial statements.

Self
Insurance

62,797
122

62,919

27,339

35,580
62,919
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Geneva Area City School District

Statement of Revenues, Expenses and Changesin Fund Net Assets
Internal Service Fund

For the Fiscal Year Ended June 30, 2011

Self
Insurance

Operating revenues

Charges for services $ 147,551
Operating expenses.

Purchased services 5,925
Claims 106,046
Total operating expenses 111,971
Change in net assets 35,580
Net assets at beginning of year -
Net assets at end of year $ 35,580

See accompanying notes to the basic financial statements.
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Geneva Area City School District
Statement of Cash Flows

Internal Service Fund

For the Fiscal Year Ended June 30, 2011

Cash flows from operating activities:
Cash received for charges for services
Cash payments to suppliers for goods and services
Cash payments for claims

Net cash provided by operating activities

Net increase in cash and cash equiva ents

Cash and cash equivalents at beginning of year
Cash and cash equivalents at end of year

Reconciliation of operating income to net cash
provided by operating activities:
Operating income

Adjustments to reconcile operating income to net
cash provided by operating activities:
Change in assets and liabilities:
(Increase) decrease in assets:
Accounts receivable
Increase (decrease) in liabilities:
Claims payable
Total adjustments
Net cash used for operating activities

See accompanying notes to the basic financial statements.

$

Self
Insurance

147,429

(5,925)
(78,707)

62,797

62,797

62,797

35,580

(122)

27,339
27,217

62,797
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Geneva Area City School District
Statement of Fiduciary Net Assets
Fiduciary Funds

June 30, 2011

Assets:
Equity in pooled cash and cash equivalents
Cash and cash equivalents in segregated accounts
Receivable:
Accrued interest
Total assets

Liabilities:
Undistributed monies
Due to students

Total liabilities

Net assets:
Held in trust for scholarships
Total net assets

See accompanying notes to the basic financial statements.
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Private Purpose
Trusts
Scholarship Agency

$ 44,929 8,172
- 69,327
- 5
44,929 77,504
$ - 8,172
- 69,332
- 77,504

44,929

$ 44,929



Geneva Area City School District
Statement of Changesin Fiduciary Net Assets
Private Purpose Trust Fund

For theFiscal Year Ended June 30, 2011

Private Purpose
Trust
Scholarship

Additions:

Interest $ 369
Deductions:

Scholarship awards 552

Change in net assets (183)

Net assets beginning of year 45,112

Net assets end of year $ 44,929

See accompanying notes to the basic financial statements.
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Geneva Area City School District
Ashtabula County
Notesto the Basic Financia Statements
For the Y ear Ended June 30, 2011

NOTE 1-SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Thefinancia statements of the Geneva Area City School District (the School District) have been prepared
in conformity with generally accepted accounting principles (GAAP) as applied to government units. The
Governmental Accounting Standards Board (GASB) is the accepted standard-setting body for
establishing governmental accounting and financial reporting principles. The more significant of the
School District’ s accounting policies are described below.

A. Reporting Entity

The School District is abody politic and corporate established for the purpose of exercising the rights and
privileges conveyed to it by the congtitution and laws of the State of Ohio. The School District is a city
district as defined by Section 3311.02 of the Ohio Revised Code. The School District operates under an
elected Board of Education (5 members) and is responsible for the provision of public education to
residents of the School District.

Average daily membership (ADM) as of June 30, 2011, was 2,712. The School District employed 180
certified employees and 103 non-certificated empl oyees.

The School District provides regular, special, vocational and other instruction. The School Digtrict also
provides support services for pupils, instructiona staff, board of education, administration, fiscal,
operation and maintenance of plant and pupil transportation. Operation of non-instructional services,
extracurricular activities and non-programmed services are also provided.

The accompanying basic financial statements comply with the provisions of Governmental Accounting
Standards Board (GASB) Statement No. 14, The Financial Reporting Entity, in that the financia
statements include al organizations, activities and functions for which the School Digtrict is financially
accountable. This report includes al activities considered by management to be part of the School
District by virtue of Section 2100 of the Codification of Governmenta Accounting and Financial
Reporting Standards.

Section 2100 indicates that the reporting entity consists of (a) the primary government, (b) organizations
for which the primary government is financially accountable and (c) other organizations for which the
nature and significance of their relationship with the primary government are such that exclusion would
cause the reporting entity’ s financial statements to be misleading or incomplete.

The definition of the reporting entity is based primarily on the notion of financia accountability. A
primary government is financially accountable for the organizations that make up its legal entity.

It is also financially accountable for legally separate organizations if its officias appoint a voting majority
of an organization’s governing body and either it is able to impose its will on that organization or there is
a potential for the organization to provide specific financial benefits to, or to impose specific financial
burdens on the primary government. A primary government may also be financially accountable for
governmenta organizations that are fiscally dependent onit.

A primary government has the ability to impose itswill on an organization if it can significantly influence
the programs, projects, or activities of, or the level of services performed or provided by, the organization.
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Geneva Area City School District
Ashtabula County
Notesto the Basic Financia Statements
For the Y ear Ended June 30, 2011

A financial benefit or burden relationship exists if the primary government (a) is entitled to the
organization’s resources; (b) is legally obligated or has otherwise assumed the obligation to finance the
deficits of, or provide financial support to, the organization or (c) is obligated in some manner for the debt
of the organization.

The Ashtabula County District Library (the Library) is alibrary created under Chapter 3375 of the Ohio
Revised Code (ORC) and is located in the Geneva Area City School District. The Board of Trustees of
the Library controls and manages the Library and issues its own financial statements, therefore, is
excluded from these financial statements.

The School District is associated with organizations which are defined as jointly governed organizations.
These organizations are the Northeast Ohio Management Information Network, the Ashtabula County
Schools Council of Governments, and the Ashtabula County Joint Vocational School District, which are
presented in Note 15 to the basic financial statements.

Within the School District boundaries are two non-public schools, Assumption School and The Grand
River Academy. Current State legidlation provides funding to these schools. These monies are received
and disbursed on behaf of the schools by the Treasurer of the School Didtrict, as directed by the non-
public schools, as provided by State guidelines.

Management believes the financial statements included in this report represent all of the funds of the
School District over which the Board of Education is financially accountable.

B. Fund Accounting

The School District uses funds to report on its financial position and the results of its operations. Fund
accounting is designed to demonstrate legal compliance and to aid financial management by segregating
transactions related to certain government functions or activities.

A fund is defined as a fiscal and accounting entity with a self-balancing set of accounts recording cash
and other financial resources, together with al related liabilities and residual equities or balances, and
changes therein, which are segregated for the purpose of carrying on specific activities or attaining certain
objectives in accordance with special regulations, restrictions or limitations.

For financial statement presentation purposes, the various funds of the School District are grouped into
three categories. governmental, proprietary and fiduciary.

Governmental Fund Types Governmental funds are those through which most governmental functions
typically are financed. Governmental fund types are accounted for on a flow of current financia
resources measurement focus. Only current assets and current liabilities are generally included on their
balance sheets. Their operating statements present sources (revenues and other financing sources) and
uses (expenditures and other financing uses) of “available spendable resources’ during the period. The
School District reports four mgjor governmental funds as described bel ow:

Genera Fund — Thisfund is used to account for all financial resources except those required to be
accounted for in another fund. The General Fund balance is available to the School District for
any purpose provided it is expended or transferred according to the bylaws of the School District
and the laws of the State of Ohio.
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Geneva Area City School District
Ashtabula County
Notesto the Basic Financia Statements
For the Y ear Ended June 30, 2011

Bond Retirement Fund — This debt service fund is used to account for the financial resources,
such as property taxes, collected and used for the repayment of debt of the School District ass
well the Library debt.

Permanent Improvements Fund — This capital projects fund is used to account for all transaction
related to acquiring, constructing, or improving of such permanent improvements as are
authorized by Chapter 5705.

Classroom Facilities Fund — This capital projects fund is used to account far all transactions
related to Ohio Classroom Facilities construction projects.

Proprietary Fund Type Proprietary fund reporting focuses on the determination of operating income,
changes in net assets, financial position and cash flows. Proprietary funds are classified as enterprise or
internal service; the School District has no enterprise funds.

Internal Service Fund — The internal service fund accounts for the financing of services provided
by one department or agency to other departments or agencies of the School District on a cost
reimbursement basis. The School District’s only internal service fund accounts for revenue
received from other funds and the settlement expenses for dental claims of School District
employees.

Fiduciary Fund Types Fiduciary funds reporting focuses on net assets and changes in net assets. The
fiduciary fund category is split into four classifications. pension trust, investment trust, private purpose
trust and agency funds. Trust funds are used to account for assets held by the School District under atrust
agreement for individuas, private organizations, or other governments and are therefore not available to
support the School District’s own programs. The School District’s only trust fund is a private-purpose
trust fund which accounts for scholarship programs for students. Agency funds are custodia in nature
(assets equal liabilities) and do not involve measurement of results of operations. The School District’s
agency funds are unclaimed money fund, which accounts for all unclaimed money in the School District,
and a student activities fund which accounts for activities for students.

C. Basisof Presentation

Government-wide Financial Statements The statement of net assets and statement of activities display
information about the School District as awhole. These statements include the financial activities of the
primary government, except for fiduciary funds.

The government-wide statements are prepared using the economic resources measurement focus.

Governmenta fund financial statements therefore include reconciliations with brief explanations to better
identify the relation between the government-wide statements and the statements to governmental funds.
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Geneva Area City School District
Ashtabula County
Notesto the Basic Financia Statements
For the Y ear Ended June 30, 2011

The government-wide statement of activities presents a comparison between direct expenses and program
revenues for each function or program of the School District’s governmental activities. Direct expenses
are those that are specifically associated with a service, program or department and are therefore, clearly
identifiable to a particular function. Program revenues include charges paid by the recipient of the goods
and services offered by the program and grants and contributions that are restricted to meeting the
operational or capital requirements of a particular program. Revenues which are not classified as program
revenues are presented as general revenues identifies the extent to which each business segment or
governmentd function is self-financing or draws from the general revenues of the School Digtrict.

Fund Financial Statements The focus of governmental and proprietary fund financial statementsis 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. The internal service fund is presented
in a single column on the face of the proprietary fund statements. Fiduciary funds are reported by fund

type.

Like the government-wide statements, the internal service fund is accounted for on a flow of economic
resources measurement focus. All assets and all liabilities associated with the operation of the fund are
included on the statement of net assets. The statement of revenues, expenses and changes in fund net
assets presents increases (i.e., revenues) and decreases (i.e., expenses) in net total assets. The statement
of cash flows provides information about how the School District finances and meets the cash flow needs
of itsinternal service fund activity.

The accounting and financial reporting treatment applied to a fund is determined by its measurement
focus. All governmental fund types are accounted for using a flow of current financia resources
measurement focus. The financial statements for governmental funds are a balance sheet, which
generally includes only current assets and current liabilities, and statement of revenues, expenditures and
changes in fund balances, which reports on the sources (i.e., revenues and other financing sources) and
uses (i.e., expenditures and other financia uses) of current financial resources.

The trust fund is reported using the economic resources measurement focus.
D. Basis of Accounting

Basis of accounting determines when transactions are recorded in the financial records and reported on
the financial statements. Government-wide financial statements are prepared using the accrual basis of
accounting. Governmental funds use the modified accrual basis of accounting. Fiduciary fund also use
the accrual basis of accounting.

Revenue resulting from exchange transactions, in which each party gives and receives essentially equal
value, is recorded on the accrual basis when the exchange takes place. On a modified accrua basis,
revenue is recorded in the fiscal year in which the resources are measurable and become available.
Available means that the resources will be 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 School
District, avail able means expected to be received within sixty days of year-end.
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Geneva Area City School District
Ashtabula County
Notesto the Basic Financia Statements
For the Y ear Ended June 30, 2011

Non-exchange transactions, in which the School Digtrict receives value without directly giving equal
value in return, include property taxes, grants, entitlements and donations. On an accrua basis, revenue
from property taxes is recognized in the fiscal year for which the taxes are levied (See Note 6). Revenue
from grants, entittements and donations is recognized in the fiscal year in which all digibility
requirements have been satisfied. Eligibility requirements include timing regquirements, which specify the
year when the resources are required to be used or the fiscal year when use is first permitted, matching
requirements, in which the School District must provide local resources to be used for a specified
purpose, and expenditure requirements, in which the resources are provided to the School District on a
reimbursement basis. On amodified accrual basis, revenue from non-exchange transactions must also be
available before it can be recognized.

Under the modified accrual basis, the following revenue sources are considered to be both measurable and
available at fiscal year-end: property taxes available as an advance, interest, tuition, grants, student fees
and rentals.

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

Property taxes for which there is an enforceable legal claim as of June 30, 2011, but which were levied to
finance fiscal year 2012 operations, have been recorded as deferred revenue. Grants and entitlements
received before eligibility requirements are met are also recorded as deferred revenue. On the modified
accrual basis, receivables that will not be collected within the available period have also been reported as
deferred revenue.

On the accrual basis of accounting, expenses are recognized at the time they are incurred. The
measurement focus of governmental fund accounting is on decreases in net financia resources
(expenditures) rather than expenses. Expenditures are generally recognized in the accounting period in
which the related fund liability is incurred, if measurable. Allocations of cost, such as depreciation and
amortization, are not recognized in governmenta funds.

E. Budget and Budgetary Accounting

The budgetary process is prescribed by provisions of Ohio Revised Code and entails the preparation of
budgetary documents with an established timetable. The major documents prepared are the tax budget,
the certificate of estimated resources, and the appropriation resolution, al of which are prepared on the
budgetary basis of accounting. The certificate of estimated resources and the appropriation resolution are
subject to amendment throughout the year with the legal restriction that appropriations cannot exceed
estimated resources, as certified.
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Geneva Area City School District
Ashtabula County
Notesto the Basic Financia Statements
For the Y ear Ended June 30, 2011

All funds, other than agency funds, are legally required to be budgeted and appropriated. The legd level
of budgetary control is at the object level within each function for the general fund and at the fund level
for al other funds. Any budgetary modifications at these levels may only be made by resolution of the
Board of Education.

1) A Tax Budget of estimated cash receipts and disbursements is submitted to the County Auditor,
as secretary of the County Budget Commission, by January 20th of each year, for the fiscal year
commencing the following July 1st. The Board of Education normally adopts the Tax Budget at
either its regular board meeting in December or its organizational board meeting in January.
Public hearings are publicized and conducted to obtain taxpayers comments. The express
purpose of this budget document isto reflect the need for existing (or increased) tax rates.

2) The County Budget Commission certifies its actions to the School District by March 1st. As part
of this certification, the School District receives the Official Certificate of Estimated Resources
which states the projected receipts of each fund. During the month of July, this Certificate is
amended to include any unencumbered balances from the preceding fiscal year.

3) An annual appropriation measure must be passed by the Board of Education by October 1st of
each year for the period July 1st to June 30th. Unencumbered appropriations lapse at year-end
and the encumbered appropriation balance is carried forward to the succeeding fiscal year and
need not be reappropriated. The Board of Education usually adopts temporary appropriations at
its regular board meeting in June. The Annual Appropriation Resolution is usually adopted at the
September regular board meeting. The appropriation measure may be amended or supplemented
during the year as new information becomes available. Appropriations may not exceed estimated
resources and expenditures may not exceed appropriations in any fund at the legal level of
control.

4) The School Didtrict prepares its budget on a basis of accounting that differs from generally
accepted accounting principles (GAAP). The actual results of operations for the General Fund
are presented in the "Statement of Revenues, Expenditures, and Changes in Fund Balances--
Budget and Actual (Non-GAAP Basis)—Generd Fund” to provide a meaningful comparison of
actual results with the budget.

Encumbrances - As part of formal budgetary control, purchase orders, contracts, and other commitments
for the expenditure of funds are recorded as the equivalent of expenditures on the budgetary basis in order
to reserve that portion of the applicable appropriation and to determine and maintain legal compliance.

Lapsing of Appropriations - At the close of each year, the unencumbered balance of each appropriation
reverts to the respective fund from which it was appropriated and becomes subject to future appropriation.
Encumbered appropriations are carried forward to the succeeding fiscal year and are not reappropriated.

F. Cash and I nvestments

Cash received by the School District is pooled in various bank accounts with individual fund balance
integrity maintained throughout. Individual fund integrity is maintained through the School District’s
records. Each fund'sinterest in the pool is presented as “Equity in Pooled Cash and Cash Equivalents.”
Also, the School District maintains segregated accounts for the classroom facilities, district managed
activity and student managed activity funds, which is presented as “Cash and cash equivalents in
segregated accounts’.
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During the fiscal year all investments were limited to certificates of deposit, instruments of government
sponsored mortgage-backed securities. Except for nonparticipating investments contracts, investments
are reported at fair market value which is based on quoted market prices. Nonparticipating investment
contracts such as repurchase agreements and negotiable certificates of deposits are reported at cost.

G. Restricted Assets

Restricted assets in the general fund represent cash and cash equivalents set aside to establish amounts
required to be set aside for the purchase of textbooks and instructional materials.

H. Inventories

Inventories of governmental funds are stated at cost. For all funds, cost is determined on a first-in, first-
out basis. Inventories are determined by physical count. Inventory in governmental funds consists of
donated food, purchased food, and expendable supplies held for consumption. The cost of the
governmental fund type inventories is recorded as expenditures when used (consumption method).

I. Prepaid Items

Payments made to vendors for services that will benefit periods beyond June 30, 2011, are recorded as
prepaid items using the consumption method. A current asset for the prepaid amount is recorded at the
time of purchase and an expenditure/expense is reported in the year which services are consumed.

J. Taxes Receivable

The financial statements reflect taxes receivable as of June 30, 2011. GAAP permits the recognition of
revenue from any property tax assessment in the fiscal period levied, provided the funds are "available.”
“Available” means then due or past due and receivable within the current period or expected to be
collected soon thereafter. While these taxes have been assessed, the majority are not due at June 30, 2011
and accordingly have been recorded as deferred revenue in the accompanying financial statements. Taxes
that become delinquent remain recorded in deferred revenue until they are determined to be uncollectible.

K. Capital Assets

Capital assets are not capitalized in the funds used to acquire or construct them. Instead, capital
acquisition and construction are reflected as expenditures in governmental funds, and the related assets
are reported in the governmental activities column of the government-wide statement of net assets, but are
not reported in the fund financial statements. The School District maintains a capitalization threshold of
five thousand dollars.
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All purchased capital assets are valued at cost where historical records are available and at an estimated
historical cost where no historical records exist. Donated capital assets are valued at their estimated fair
market value on the date recelved. Improvements are capitalized and depreciated over the remaining
useful lives of the related capital assets, as applicable. Interest incurred during the construction of capitd
assetsis also capitalized. The costs of normal maintenance and repairs that do not add to the value of the
asset or materially extend asset lives are not capitalized.

All reported capital assets except land and construction in progress are depreciated. Improvements are
depreciated over the remaining useful live of the related capital assets. Depreciation is computed using
the straight-line method over the following useful lives:

Description Estimated Lives
Buildings and improvements 30-50 years
Furniture 20 years
Equipment 10-20 years
Fixtures 15 years
Vehicles 10 years

L. Interfund Balances

On the fund financial statements, receivables and payables resulting from short-term interfund loans are
classified as “interfund receivables/payables.” These amounts are eliminated in the governmentd
activities column of the statement of net assets.

M. Interfund Activity

Exchange transactions between funds are reported as revenues in the seller funds and as
expenditures/expenses in the purchaser funds. Flows of cash or goods from one fund to another without a
requirement for repayment are reported as interfund transfers. Interfund transfers are reported as other
financing sources/uses in governmental funds. Repayments from funds responsible for particular
expenditures/expenses to the funds that initialy paid from them are not resented on the financid
statements.

N. Compensated Absences

Vacation benefits are accrued as a liability as the benefits are earned if the employees' rights to receive
compensation are attributable to services already rendered and it is probable that the School District will
compensate the empl oyees for the benefits through paid time off or some other means.

Sick leave benefits are accrued as a liability using the termination payment method. An accrual for
earned sick leave is made to the extent it is probable that benefits will result in termination payments.
The liability is an estimate based on the School District's past experience of making termination
payments. The entire compensated absences liability is reported on the government-wide financia
statements.
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The current portion of unpaid compensated absence, which expected to be paid using the available
expendable resources, is reported on the governmental funds financial statements. The amounts are
recorded in the account “compensated absences payable’ in the fund from which the employees who have
accumulated unpaid leave are paid. The non-current portion of the liability is not reported in this
statement.

O. Accrued Liabilitiesand Long-Term Obligations

All payables, accrued liabilities and long-term obligations are reported in the government-wide financial
statements.

In general, governmental fund payables and accrued liabilities are reported as obligations of the funds
regardless of whether they will be liquidated with current resources. However, claims and judgments,
compensated absences and specia termination benefits that will be paid from governmental funds are
reported as a liability in the fund financia statements only to the extent that they are due for payment
during the current fiscal year. In general, liabilities that mature or come due for payment during the fiscal
year are considered to have been made with current available financia resources. Bonds and other long-
term obligations that will be paid from governmental funds are not recognized as a liability in the fund
financial statements when due.

P. Fund Balance

Fund balance is divided into five classifications based primarily on the extent to which the School District
is bound to observe constraints imposed upon the use of the resources in the governmental funds. The
classifications are as follows:

Nonspendable fund balance category includes amounts that cannot be spent because they are not in
spendable form, or legally or contractually required to be maintained intact. The “not in spendable form”
criterion includes items that are not expected to be converted to cash. It also includes the long-term
amount of loans receivable, as well as property acquired for resale, unless the use of the proceeds from
the collection of those receivables or from the sale of those properties is restricted, committed, or
assigned.

Redtricted fund balance category includes amounts that can be spent only for the specific purpose
stipulated by constitution, external resource providers, or through enabling legidation. Fund balance is
reported as restricted when constraints placed on the use of resources are either externally imposed by
creditors (such as through debt covenants), grantors, contributors, or laws or regulations of other
governments or isimposed by law through congtitutional provisions.

Committed fund balance classification includes amounts that can be used only for the specific purposes
imposed by a formal action (resolution) of the School District Board of Education. Those committed
amounts cannot be used for any other purpose unless the School District Board of Education removes or
changes the specified use by taking the same type of action (resolution) it employed to previously commit
those amounts. Committed fund balance also incorporates contractual obligations to the extent that
existing resources in the fund have been specifically committed for use in satisfying those contractual
requirements.
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Assigned fund balance classifications are intended to be used by the School District for specific purposes
but do not meet the criteria to be classified as restricted or committed. In governmental funds other than
the general fund, assigned fund balance represents the remaining amount that is not restricted or
committed. In the general fund, assigned amounts represent intended uses established by policies of the
School District Board of Education.

Unassigned fund balance is the residual classification for the general fund and includes all spendable
amounts not contained in the other classifications. In other governmental funds, the unassigned
classification is used only to report a deficit balance resulting from overspending for specific purposes for
which amounts had been restricted, committed, or assigned.

The School District applies restricted resources first when expenditures are incurred for purposes for
which either restricted or unrestricted (committed, assigned, and unassigned) amounts are available.
Similarly, within unrestricted fund balance, committed amounts are reduced first followed by assigned,
and then unassigned amounts when expenditures are incurred for purposes for which amounts in any of
the unrestricted fund balance classifications could be used.

Q. Net Assets

Net assets represent the difference between assets and liabilities. Net assets invested in capital 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 reported as restricted when there are limitations imposed on their use either through the
enabling legidlation adopted by the School District or through externa restrictions imposed by creditors,
grantors or laws or regulations of other governments.

The School Digtrict applies restricted resources when an expense is incurred for the purposes for which
both restricted and unrestricted net assets are avail able.

R. Operating Revenues and Expenses

Operating revenues are those revenues that are generated directly from the primary activity of the
proprietary fund. For the School District, these revenues are charges for services for the self-insurance
program. Operating expenses are necessary costs incurred to provide the good or service that are the
primary activity of the fund.

S. Estimates

The preparation of the financial statements in conformity with generally accepted accounting principles

requires management to make estimates and assumptions that affect the amounts reported in the financia
statements and accompanying notes. Actual results may differ from those estimates.
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NOTE 2—-FUND BALANCES

Fund balance is classified as nonspendable, restricted, committed, assigned and/or unassigned based
primarily on the extent to which the School District is bound to observe constraints imposed upon the use
of the resources in the government funds. The constraints placed on fund balance for the major
governmental funds and al other governmental funds are presented below:

Other Total
Bond Permanent Classroom  Governmental  Governmental
Fund Balances Genera Retirement  Improvement Facilities Funds Funds
Nonspendable
Inventory held for resale $ - $ - $ - % - $ 24610 3 24,610
Materials and supplies inventory 13,809 - - - 5,154 18,963
Prepaids 53,311 - - - 6,271 59,582
Total nonspendable 67,120 - - - 36,035 103,155
Restricted for
Athletics and music - - - - 94,820 94,820
Auxiliary services - - - - 11,764 11,764
Classroom facilities maintenance - - - - 662,068 662,068
Permanent improvements - - 1,409,037 7,924,295 794,791 10,128,123
Regular instruction - - - - 81,158 81,158
Specia education - - - - 185,121 185,121
Scholarships and awards - - - - 16,269 16,269
Technology - - - - 1,536 1,536
Extended learning - - - - 24,014 24,014
Debt service payments - 2,997,240 - - - 2,997,240
Textbooks and materials 4,007 - - - - 4,007
Total restricted 4,007 2,997,240 1,409,037 7,924,295 1,871,541 14,206,120
Assigned
Uniform school supplies 1,884 - - - - 1,884
Encumbrances 95,924 - - - - 95,924
Next fiscal year budget 1,119,478 - - - - 1,119,478
Total assigned 1,217,286 - - - - 1,217,286
Unassigned (deficit) - - - - (68,859) (68,859)
Total fund balances $ 1288413 $2997240 $ 1409037 $ 7924295 $1838717 $ 15457702
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NOTE 3 — CHANGE IN ACCOUNTING PRINCIPLES AND RESTATEMENT OF FUND
BALANCE

For the fiscal year 2011, the School District has implemented Governmental Accounting Standards Board
(GASB) Statement No. 54, “Fund Balance Reporting and Governmental Fund Type Definitions.” The
implementation of GASB Statement No. 54 had the following effect on fund balances of the magjor and
nonmajor funds as they were previously reported.

Other
Bond Permanent Classroom  Governmental
Genera Retirement  |mprovement Facilities Funds Tota

Fund balance at

June 30, 2010 $1,824,364 $2,724,632 $1457,322 $ 11,472,143 $ 1,482,308 $ 18,960,769
Change in fund structure 1,976 - - - (1,976)
Adjusted fund balance

at July 1, 2010 $1826340 $2,724,632 $1,457,322 $ 11,472,143 $1,480,332 $ 18,960,769

NOTE 4-BUDGETARY BASISOF ACCOUNTING

While the School Didtrict is reporting financial position, results of operations and changes in fund balance
on the basis of generally accepted accounting 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 Statement of Revenues, Expenditures and Changes in Fund Balances —Budget (Non-
GAAP Budget Basis) and Actua presented for the general fund is presented on the budgetary basis to
provide a meaningful comparison of actual results with the budget. The major differences between the
budget basisand GAAP basis are;

1. Revenues are recorded when received in cash (budget) as opposed to when susceptible to accrua
(GAAP).

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

3. Advances in and advances out are operating transactions (budget basis) as opposed to balance
sheet transactions (GAAP basis).

4. Encumbrances are treated as expenditures (budget basis) rather than assigned fund balance
(GAAP basis).

5. The revenues, expenditures and other financing sources and uses of the general fund include

activity that is budgeted within specia revenue funds (GAAP basis). However, on the budgetary
basis, the activity of the special revenue fundsis excluded resulting in perspective differences.
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The following tables summarize the adjustments necessary to reconcile the GAAP basis statements to the
budgetary basis statements for the genera fund:

Net Change in Fund Balance

Genera
GAAP basis $ (537,927
Revenue accruals 103,551
Adjustment to fair market value for investments:
Prior year amount 28,868
Current year amount (6,558)
Expenditure accruals (122,161)
Budgeted as part of special revenue fund:
Revenues (5,013
Expenditures 5,105
Encumbrances (Budget Basis)
outstanding at year end (99,802)
Budget basis $  (633,937)

NOTE 5—-CASH AND INVESTMENTS

State statutes classify monies held by the School District into three categories. Active deposits are public
deposits necessary to meet current demands on the treasury. Such monies must be maintained either as
cash in the School District Treasury, in commercia accounts payable or withdrawal on demand, including
negotiable order of withdrawa (NOW) accounts, or in money market deposit accounts.

Inactive deposits are public deposits that the Board of Education has identified as not required for use
within the current period of designation of depositories. Inactive deposits must either be evidenced by
certificates of deposit maturing not later than the end of the current period of designation of depositories,
or by savings or deposit accounts including, but not limited to, passbook accounts.

Interim deposits are public deposits of interim monies. Interim monies are those monies which are not
needed for immediate use but which will be needed before the end of the current period of designation of
depositaries. Interim deposits must be evidenced by time certificates of deposit maturing not more than
one year from the date of deposit or by savings or deposit accounts including passbook accounts.

Monies held by the School District which are not considered active are classified as interim. Interim
monies may be deposited or invested in the following securities:

1. United States Treasury Notes, Bills, Bonds, or any other obligation or security issued by the

United States Treasury or any other obligation guaranteed as to principal and interest by the
United States.
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2. Bonds, notes, debentures, or any other obligations or securities issued by any federal government
agency or instrumentality, including but not limited to, the Federal National Mortgage
Association, Federa Home Loan Bank, Federa Farm Credit Bank, Federal Home Loan Mortgage
Corporation, Government National Mortgage Association, and Student Loan Marketing
Association. All federal agency securities shall be direct issuances of federal government
agencies or instrumentalities.

3. Written repurchase agreements in the securities listed above provided that the market value of the
securities subject to the repurchase agreement must exceed the principal value of the agreement
by at least 2% and be marked to market daily, and that the term of the agreement must not exceed
thirty days.

4. Bonds and other obligations of the State of Ohio or its political subdivisions provided that such
politica subdivisions are located wholly or partly within the School District.

5. Time certificates of deposit or savings or deposit accounts, including, but not limited to, passbook
accounts.

6. No-load money market mutual funds consisting exclusively of obligations described in divison
(1) or (2) of this section and repurchase agreements secured by such obligations, provided that
investments in securities described in this division are made only through eligible institutions.

The State Treasurer’ sinvestment pool (STAR Ohio).

Securities lending agreements in which the School District lends securities and the digible
institution agrees to exchange either securities described in division (1) or (2) or cash or both
securities and cash, equal value for equal value.

9. Certain bankers' acceptances and commercia paper notes for a period not to exceed one hundred
and eighty days from the date of purchase in an amount not to exceed 25% of the interim monies
available for investment at any one time.

An investment must mature within five years from the date of purchase unless matched to a specific
obligation or debt of the School District, and must be purchased with the expectation that it will be held to
maturity. Investments may only be made through specified dealers and institutions. Payment for
investments may be made only upon ddivery of the securities representing the investments to the
treasurer or qualified trustee or, if the securities are not represented by a certificate, upon receipt of
confirmation of transfer from the custodian.

Protection of the School District’s deposits is provided by the Federal Deposit Insurance Corporation
(FDIC), by eligible securities pledged by the financial institution as security for repayment, by surety
company bonds deposited with the treasurer by the financia institution or by a single collatera pool
established by the financia institution to secure the repayment of all public monies deposited with the
institution.

Cash on hand

At fiscal year-end, the School District had $3,075 in un-deposited cash on hand which is included as part
of “equity in pooled cash and cash equivalents.”
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Deposits

Custodial credit risk is the risk that, in the event of a bank failure, the School District’s deposits may not
be returned. According to state law, public depositories must give security for all public funds on deposit
in excess of those funds that are insured by the federal deposit insurance corporation (FDIC) or by any
other agency or instrumentality of the federal government. These institutions may either specifically
collateralize individual accounts in lieu of amounts insured by the FDIC, or may pledge a pool of
government securities valued at least 105% of the total value of public monies on deposit at the
institution. The School District’s policy is to deposit money with financial institutions that are able to
abide by the laws governing insurance and collateral of public funds.

As of June 30, the carrying amount of the School District’s deposits was $11,989,820. The School
District’s bank balance of $12,750,846 was not exposed to custodial credit risk.

Investments

As of June 30, the School District had the following investments and maturities:

Fair
Investment Type Value Maturity Rating M
Federal Home Loan Bank 3 300,732 2/25/2015 AAA
Federal Home Loan Bank 300,501 2/26/2015 AAA
Federal National Mortgage Assoc 400,736 9/30/2015 AAA
Investments reported in classroom facilities fund:
Federal Home Loan Bank 300,501 2/26/2015 AAA
Federal Home Loan Bank 400,608 8/26/2015 AAA
Federal National Mortgage Assoc 402,408 8/18/2015 AAA
Federal National Mortgage Assoc 200,368 9/30/2015 AAA
Federal Home Loan Mortgage 400,704 8/26/2015 AAA
Total Government Sponsered Enterprises $ 2,706,558
(1) Standard and Poor
Fair Maturity
Investment Type Value <lyear <2years <3years

Investments incluced within pooled funds:

Negotiable certificates of deposit $ 641,000 99,000 97,000 445,000
Investmentment rep