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Auditor of State
Betty Montgomery

INDEPENDENT ACCOUNTANTS’ REPORT

Marietta City School District
Washington County

701 Third Street

Marietta, Ohio 45750

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 Marietta City School District, Washington County, Ohio
(the School District), as of and for the year ended June 30, 2005, which collectively comprise the School
District's basic financial statements as listed in the table of contents. These financial statements are the
responsibility of the School 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 the Comptroller General of the
United States’ Government Auditing Standards. Those standards require that we plan and perform the
audit to obtain reasonably assure 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 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.

Ohio Administrative Code Section 117-2-03(B) requires the School District to prepare its annual financial
report in accordance with accounting principles generally accepted in the United States of America.
However, as discussed in Note 2, the accompanying financial statements and notes follow the modified
cash accounting basis. This is a comprehensive accounting basis other than generally accepted
accounting principles. The accompanying financial statements and notes omit assets, liabilities, fund
equities, and disclosures that, while material, we cannot determine at this time.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective modified cash financial position of the governmental activities, each major fund, and the
aggregate remaining fund information of Marietta City School District, Washington County, as of June 30,
2005, and the respective changes in modified cash financial position and the respective budgetary
comparison for the General Fund thereof for the year then ended in conformity with the basis of
accounting Note 2 describes.

In accordance with Government Auditing Standards, we have also issued our report dated December 12,
2005, on our consideration of the School District’s internal control over financial reporting and our tests of
its compliance with certain provisions of laws, regulations, contracts and grants agreements and other
matters. While we do not opine on the internal control over financial reporting or on compliance, that
report describes the scope of our testing of the internal control over financial reporting and compliance,
and results of that testing. That report is an integral part of an audit performed in accordance with
Government Auditing Standards. You should be read in conjunction with this report in considering the
results of our audit.

743 E. State St. / Athens Mall Suite B / Athens, OH 45701
Telephone: (740) 594-3300 (800) 441-1389 Fax: (740) 594-2110
www.auditor.state.oh.us
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Management’'s Discussion and Analysis is not a required part of the basic financial statements but is
supplementary information the Governmental Accounting Standards Board requires. We have applied
certain limited procedures, consisting principally of inquiries of management regarding the methods of
measuring and presenting the required supplementary information. However, we did not audit the
information and express no opinion on it.

We conducted our audit to opine on the financial statements that collectively comprise the School
District’s basic financial statements. The Schedule of Federal Awards Receipts and Expenditures is
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. We
subjected the Schedule of Federal Awards Receipts and Expenditures to the auditing procedures applied
in the audit of the basic financial statements. In our opinion, this information is fairly stated, in all material
respects, in relation to the basic financial statements taken as a whole.

Tt hamtgmeny

Betty Montgomery
Auditor of State

December 12, 2005



Marietta City School District, Ohio

Management’s Discussion and Analysis

For the Fiscal Year Ended June 30, 2005
Unaudited

The discussion and analysis of the Marietta City School District’s financial performance provides an overall
review of the School District’s financial activities for the fiscal year ended June 30, 2005. The intent of this
discussion and analysis is to look at the School District’s financial performance as a whole; readers should
also review the notes to the basic financial statements and financial statements to enhance their
understanding of the School District’s financial performance.

Financial Highlights
Key financial highlights for fiscal year 2005 are as follows:
e Net assets of governmental activities increased $1,370,229.

e General receipts accounted for $20,804,808 in receipts or 79% of all receipts. Program specific
cash receipts in the form of charges for services, grants, contributions, and interest accounted for
$5,189,402 or 20% of total receipts of $26,270,458.

e The School District had $24,900,229 in disbursements related to governmental activities; only
$5,189,402 of these disbursements were offset by program specific charges for services, grants,
contributions, and interest. General revenues of $20,804,808 were adequate to provide for these
programs by $1,370,229.

e The School District’s major funds were the General Fund and the Bond Retirement Fund. The
General Fund had $21,339,952 in receipts and $20,068,693 in disbursements. The General
Fund’s balance increased $1,208,620. The Bond Retirement Fund had $1,038,139 in receipts
and $1,070,699 in disbursements. The Bond Retirement Fund’s balance decreased $32,560.

Using this Annual Financial Report

This annual report consists of a series of financial statements and notes to those statements. These
statements are organized so the reader can understand the Marietta City School District as a financial whole,
an entire operating entity. The statements then proceed to provide an increasingly detailed look at specific
financial activities and conditions.

The Statement of Net Assets — Modified Cash Basis and Statement of Activities — Modified Cash Basis
provide information about the activities of the whole School District, presenting both an aggregate view of
the School District’s finances and a longer-term 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 financial statements also look as the
School District’s most significant funds with all other non-major funds presented in total in one column.



Marietta City School District, Ohio

Management’s Discussion and Analysis

For the Fiscal Year Ended June 30, 2005
Unaudited

Reporting the School District as a Whole
Statement of Net Assets — Modified Cash Basis and Statement of Activities — Modified Cash Basis

While this document contains information about the large number of funds used by the School District to
provide programs and activities for students, the view of the School District as a whole looks at all financial
transactions and asks the question, “How did we do financially during fiscal year 2005?” The Statement of
Net Assets — Modified Cash Basis and the Statement of Activities — Modified Cash Basis answer this
guestion. These two statements report the School District’s net assets and changes in those assets. This
change in net assets is important because it tells the reader that, for the School District as a whole, the
financia position of the School District has improved or diminished. The causes of this change may be
the result of many factors, some financial, some not. Non-financial factors include the School District’s
property tax base ,current property tax laws in Ohio restricting revenue growth, facility conditions, required
educational programs, and other factors.

In the Statement of Net Assets — Modified Cash Basis and the Statement of Activities — Modified Cash Basis,
all of the School District’s programs and services are reported as governmental activities including food service
operations, instruction, support services, operation of non-instructional services, bond service operations,
and extracurricular activities.

Reporting the School District’s Most Significant Funds
Fund Financial Statements

The analysis of the School District’s major funds begins on page 9. Fund financial reports provide detailed
information about the School District’s major funds. The School District uses many funds to account for a
multiple of financial transactions. However, these fund financial statements focus on the School District’s
most significant funds. The School District’s major governmental funds are the General Fund and the Bond
Retirement Fund.

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 the balances left at fiscal year end available for
spending in future periods. These funds are reported on a modified cash basis. 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 School District as a Whole

Recall that the Statement of Net Assets — Modified Cash Basis provides the perspective of the School District
as a whole. Table 1 provides a summary of the School District’s net assets for 2005 compared to 2004.



Marietta City School District, Ohio

Management’s Discussion and Analysis

For the Fiscal Year Ended June 30, 2005
Unaudited

Table 1
Net Assets - Modified Cash Basis

Governmental Activities

2005 2004
Assets
Equity in Pooled Cash and Cash Equivalents $4,953,933 $3,583,704
Net Assets
Restricted 2,489,834 2,100,257
Unrestricted 2,464,099 1,483,447
Total Net Assets $4,953,933 $3,583,704

Since the entity-wide statement of net assets includes the balance of the self-insurance internal service fund,
the above table reflects an increase in net assets of $1,370,229. The self-insurance fund cash balance
decreased by $321,273 during fiscal year 2005 due to medical and prescription insurance no longer being
self-insured as of November 1, 2004.
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Management’s Discussion and Analysis

For the Fiscal Year Ended June 30, 2005
Unaudited

Table 2 shows the changes in net assets for the fiscal year ended June 30, 2005, and comparisons to June 30,
2004.

Table 2
Changes in Net Assets
Governmental Governmental
Activities Activities
2005 2004
Receipts
Program Cash Receipts:

Charges for Services $1,252,147 $1,285,285

Operating Grants, Contributions and Interest 3,917,539 3,248,976

Capital Grants and Contributions 19,716 20,421

Total Program Cash Receipts 5,189,402 4,554,682
General Receipts:

Property Taxes 11,675,978 11,123,503

Grants and Entitlements 8,628,276 8,736,815

Investment Earnings 105,099 63,310

Receipts from Sale of Capital Assets 2,330 397,557

Bonds Issued 0 821,529

Payments in Lieu of Taxes 60,562 0

Miscellaneous 332,563 127,850

Total General Receipts 20,804,808 21,270,564
Special Item:

Sale of School Buildings 276,248 0
Total Receipts 26,270,458 25,825,246
Program Disbursements
Instruction:

Regular 10,461,439 10,733,795

Special 3,075,292 2,855,005

Vocational 83,933 112,922

Adult/Continuing 74,094 82,270
Support Services:

Pupils 1,165,887 1,112,047

Instructional Staff 1,657,885 1,510,226

Board of Education 96,911 85,240

Administration 1,868,362 1,872,155

Fiscal 473,068 471,760

Business 264,325 246,592

Operation and Maintenance of Plant 2,032,377 2,159,016

Pupil Transportation 1,192,364 1,160,301

Central 99,821 69,590
Operation of Non-Instructional Services:

Food Service Operations 634,114 643,655

Other 145,759 197,700
Extracurricular Activities 454,269 493,987
Capital Outlay 41,076 739,377
Principal Retirement 983,729 960,000
Interest and Fiscal Charges 95,5624 109,484
Total Disbursements 24,900,229 25,615,122
Increase in Net Assets $1,370,229 $210,124
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Management’s Discussion and Analysis

For the Fiscal Year Ended June 30, 2005
Unaudited

During fiscal year 2005, the School District reduced 23 staff positions for a $950,000 cost savings. Although
these reductions were made, the program offering remained similar as compared to the previous year. In
addition, the School District sold the unused Reno Elementary School for $260,000 and agreed upon the sale
of the Administration Building for $162,474 with the stipulation the Board have one year to vacate the
property by June 30, 2006.

The DeRolph Il decision has not eliminated the dependence on property taxes. The unique nature of
property taxes in Ohio creates the need to routinely seek voter approval for operating funds. Inflation alone
will not increase the amount of funds generated by a tax levy. Basically, the mills collected decreases as the
property valuation increases thus generating about the same revenue. Property taxes made up approximately
44% of revenues for governmental activities for the Marietta City School District in fiscal year 2005.

The Statement of Activities shows the cost of program services and the charges for services, grants,
contributions, and interest earnings offsetting those services. Table 3 shows the total cost of services and the
net cost of services. That is, it identifies the cost of those services supported by tax revenue and unrestricted
state entitlements. Comparisons to 2004 have been made.
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Table 3
Governmental Activities

Total Cost Net Cost Total Cost Net Cost
of Services of Services of Services of Services
2005 2005 2004 2004
Program Disbursements
Instruction:
Regular $10,461,439 $9,494,564  $10,733,795 $9,692,902
Special 3,075,292 1,137,155 2,855,005 1,195,918
Vocational 83,933 63,424 112,922 85,501
Adult/Continuing 74,094 3,978 82,270 3,859
Support Services:
Pupils 1,165,887 1,064,374 1,112,047 1,046,253
Instructional Staff 1,657,885 1,021,731 1,510,226 1,074,979
Board of Education 96,911 96,911 85,240 85,240
Administration 1,868,362 1,608,667 1,872,155 1,728,819
Fiscal 473,068 464,155 471,760 466,233
Business 264,325 264,325 246,592 246,592
Operation and Maintenance of Plant 2,032,377 2,018,002 2,159,016 2,149,253
Pupil Transportation 1,192,364 1,071,168 1,160,301 1,013,632
Central 99,821 72,203 69,590 40,180
Operation of Non-Instructional Services
Food Service 634,114 (119,054) 643,655 (1,914)
Other 145,759 (1,937) 197,700 50,044
Extracurricular Activities 454,269 330,832 493,987 374,088
Capital Outlay 41,076 41,076 739,377 739,377
Principal Retirement 983,729 983,729 960,000 960,000
Interest and Fiscal Charges 95,524 95,524 109,484 109,484
Total $24,900,229 $19,710,827  $25,615,122 $21,060,440

The dependence upon tax revenues and state subsidies for governmental activities is apparent. For fiscal
year 2005, approximately 66% of instruction activities were supported through taxes and other general

revenues.
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Unaudited

The School District Funds

The School District’s major funds are accounted for using the cash basis of accounting. All governmental
funds had total receipts of $25,991,880 and disbursements of $24,578,956. The General Fund had an
increase in fund balance of $1,208,620 due to a combination of factors. Even though there was a reduction
of expenditures, revenues also decreased due to State reductions. The Bond Retirement Fund had a decrease
in fund balance of $32,560 because the tax rate has been reduced to 2.2 mills. This rate will be reviewed
annually until the refunding bonds are retired in fiscal year 2008.

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 the course of 2005, the School District amended its General Fund budget. The School District uses a
modified site-based budgeting technique which is designed to tightly control total site budgets but provide
flexibility for site management.

For the General Fund, budget basis receipts were $21,339,952, above original estimates of $20,789,193. The
$550,759 difference was mainly due to tangible tax revenues being greater than originally estimated.

The School District’s ending unobligated General Fund balance was $1,895,320.

Debt Administration
At June 30, 2005, the School District had $3,320,000 in bonds outstanding.

Table 4
Outstanding Debt, at Fiscal Year End

Governmental Activities

2005 2004
2002 School Improvement Refunding Bonds:
Serial Bonds $1,895,000 $2,810,000
Capital Appreciation Bonds at Maturity 690,000 690,000
Energy Conservation Bonds 735,000 776,529
Lunchroom Loan 40,800 20,000
Totals $3,360,800 $4,296,529
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In July 1999, the School District obtained a $100,000 interest free loan to finance lunchroom capital
acquisitions. $20,000 payments were made yearly through fiscal year 2005. During fiscal year 2005, the
School District also obtained a $48,000 five-year interest free loan to finance a point-of-sale equipment
purchase.

On December 1, 2002, the School District issued $4,690,000 in general obligation bonds to retire $4,395,000
of outstanding school improvement bonds. $4,504,661 was paid to bondholders on January 2, 2003, to retire
the 1993 school improvement bonds. The School District decreased its total debt service payments by
$251,650 as a result of the current refunding. The refunding bonds issue included serial and capital
appreciation bonds in the amount of $3,705,000 and $690,000, respectively. The capital appreciation bonds
will mature in fiscal year 2008.

On August 22, 2003, the School District issued $821,529 in School Energy Conservation Improvement
Bonds under the House Bill 264 School Energy Conservation Financing Program.

Current Issues

Over the past several years, the School District has remained in a difficult financial position with an ending
cash balance less than recommended. Due to reduced State revenues, changes in the law which reduces the
business tax base and the overall economic climate, the School District will remain in this position for the
foreseeable future until new funding can be assured.

Based on the current financial situation, and the uncertainty of funding, the School District will be
challenged to maintain the current program and staffing levels. Additional staff and program reductions may
have to be made in the future in order to balance the budget.

The Board of Education and administration of the School District must maintain careful financial planning
and prudent fiscal management in order to balance the budget annually.

Contacting the School District’s Financial Management

This financial report is designed to provide our citizen’s, taxpayers, and 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 any questions about this report or need additional financial information,
contact David B. Combs, Treasurer/CFO at Marietta City School District, 701 Third Street, Marietta, Ohio
45750, or E-Mail at MA_DAVIDC@SEOVEC.ORG.
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Marietta City School District, Ohio
Statement of Net Assets - Modified Cash Basis

June 30, 2005

Assets
Equity in Pooled Cash and Cash Equivalents

Net Assets

Restricted for:
Capital Projects
Debt Service
Textbooks
Budget Stabilization
Bus Purchases
Other Purposes

Unrestricted

Total Net Assets

See accompanying notes to the basic financial statements

11

Governmental
Activities

$4,953,933

$444,395
1,005,514
153,047
79,089
19,716
788,073

2,464,099

$4,953,933



Marietta City School District, Ohio
Statement of Activities - Modified Cash Basis
For the Fiscal Year Ended June 30, 2005

Governmental Activities
Instruction:
Regular
Special
Vocational
Adult/Continuing
Support Services:
Pupils
Instructional Staff
Board of Education
Administration
Fiscal
Business
Operation and Maintenance of Plant
Pupil Transportation
Central

Operation of Non-Instructional Services:

Food Service Operations
Other
Extracurricular Activities
Capital Outlay
Principal Retirement
Interest and Fiscal Charges

Totals

Net (Disbursements)
Receipts and

Changes in
Program Cash Receipts Net Assets
Operating Grants, Capital
Cash Charges for Contributions Grants and Governmental
Disbursements Services and Interest Contributions Activities
$10,461,439 $579,845 $387,030 $0 ($9,494,564)
3,075,292 22,496 1,915,641 0 (1,137,155)
83,933 0 20,509 0 (63,424)
74,094 0 70,116 0 (3,978)
1,165,887 677 100,836 0 (1,064,374)
1,657,885 0 636,154 0 (1,021,731)
96,911 0 0 0 (96,911)
1,868,362 70,444 189,251 0 (1,608,667)
473,068 8,913 0 0 (464,155)
264,325 0 0 0 (264,325)
2,032,377 4,264 10,111 0 (2,018,002)
1,192,364 28,359 73,121 19,716 (1,071,168)
99,821 0 27,618 0 (72,203)
634,114 412,103 341,065 0 119,054
145,759 1,609 146,087 0 1,937
454,269 123,437 0 0 (330,832)
41,076 0 0 0 (41,076)
983,729 0 0 0 (983,729)
95,524 0 0 0 (95,524)
$24,900,229  $1,252,147 $3,917,539 $19,716 (19,710,827)
General Receipts
Property Taxes Levied for:
General Purposes 10,758,167
Debt Service 917,811
Grants and Entitlements not Restricted to Specific Programs 8,628,276
Investment Earnings 105,099
Receipts from Sale of Capital Assets 2,330
Payments in Lieu of Taxes 60,562
Miscellaneous 332,563
Total General Receipts 20,804,808
Special Item - Sale of School Buildings 276,248
Change in Net Assets 1,370,229
Net Assets Beginning of Year 3,583,704
Net Assets End of Year $4,953,933

See accompanying notes to the basic financial statements
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Marietta City School District, Ohio
Statement of Modified Cash Basis Assets and Fund Balances
Governmental Funds

June 30, 2005

Assets
Equity in Pooled Cash and Cash Equivalents
Interfund Receivable
Restricted Assets:
Equity in Pooled Cash and Cash Equivalents

Total Assets

Liabilities
Interfund Payable

Total Liabilities

Fund Balances
Reserved for Encumbrances
Reserved for Capital Improvements
Reserved for Textbooks
Reserved for Budget Stabilization
Reserved for School Bus Purchase
Reserved for Property Taxes
Unreserved, Undesignated, Reported in:

General Fund

Special Revenue Funds

Capital Projects Funds

Debt Service Fund

Total Fund Balances

Total Liabilities and Fund Balances

Other Total
Bond Governmental Governmental

General Retirement Funds Funds
$1,841,475 $1,005,514 $1,238,040 $4,085,029
40,776 0 0 40,776
378,474 0 0 378,474
$2,260,725 $1,005,514 $1,238,040 $4,504,279
$0 $0 $40,776 $40,776
0 0 40,776 40,776
244,996 0 297,416 542,412
126,622 0 0 126,622
153,047 0 0 153,047
79,089 0 0 79,089
19,716 0 0 19,716
182,917 17,258 0 200,175
1,454,338 0 0 1,454,338
0 0 623,151 623,151
0 0 276,697 276,697
0 988,256 0 988,256
2,260,725 1,005,514 1,197,264 4,463,503
$2,260,725 $1,005,514 $1,238,040 $4,504,279

See accompanying notes to the basic financial statements
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Marietta City School District, Ohio
Reconciliation of Total Governmental Fund Balances to
Net Assets of Governmental Activities
June 30, 2005

Total Governmental Fund Balances $4,463,503

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

An internal service fund is used by management to charge the costs of
insurance to individual funds. The assets and liabilities of the internal
fund are included in governmental activities in the statement of net assets. 490,430

Net Assets of Governmental Activities $4,953,933

See accompanying notes to the basic financial statements
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Marietta City School District, Ohio

Statement of Cash Receipts, Cash Disbursements and Changes in Modified Cash Basis Fund Balances

Governmental Funds
For the Fiscal Year Ended June 30, 2005

Receipts

Taxes

Payments in Lieu of Taxes
Intergovernmental
Investment Earnings
Charges for Services
Tuition and Fees
Extracurricular Activities
Miscellaneous

Total Receipts

Disbursements
Current:
Instruction:
Regular
Special
Vocational
Adult/Continuing
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 Disbursements

Excess of Receipts Over (Under) Disbursements

Other Financing Sources (Uses)
Sale of Capital Assets

Transfer In

Transfer Out

Total Other Financing Sources (Uses)

Net Change in Fund Balance

Fund Balances Beginning of Year - Restated (Note 3)

Fund Balances End of Year

Other Total
Bond Governmental ~ Governmental
General Retirement Funds Funds

$10,758,167 $917,811 $0 $11,675,978

60,562 0 0 60,562

9,649,823 103,981 2,798,156 12,551,960

94,426 10,673 3,571 108,670

0 0 412,103 412,103

440,072 0 190,525 630,597

0 0 190,461 190,461

336,902 5,674 18,973 361,549

21,339,952 1,038,139 3,613,789 25,991,880

9,723,704 0 602,083 10,325,787

2,224,186 0 801,230 3,025,416

83,130 0 0 83,130

0 0 72,981 72,981

1,057,683 0 92,619 1,150,302

1,049,888 0 574,787 1,624,675

96,911 0 0 96,911

1,611,060 0 228,947 1,840,007

449,815 18,646 0 468,461

259,718 0 0 259,718

2,000,633 0 9,140 2,009,773

1,161,296 0 8,495 1,169,791

58,699 0 41,122 99,821

0 0 777,585 777,585

291,970 0 162,299 454,269

0 0 41,076 41,076

0 956,529 27,200 983,729

0 95,524 0 95,524

20,068,693 1,070,699 3,439,564 24,578,956

1,271,259 (32,560) 174,225 1,412,924

2,330 0 276,248 278,578

31 0 65,000 65,031
(65,000) 0 (31) (65,031)

(62,639) 0 341,217 278,578

1,208,620 (32,560) 515,442 1,691,502

1,052,105 1,038,074 681,822 2,772,001

$2,260,725  $1,005,514 $1,197,264 $4,463,503

See accompanying notes to the basic financial statements
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Marietta City School District, Ohio
Reconciliation of the Statement of Cash Receipts, Cash Disbursements and Changes in Modified Cash
Basis Fund Balances of Governmental Funds to the Statement of Activities - Modified Cash Basis
For the Fiscal Year Ended June 30, 2005

Net Change in Fund Balances - Total Governmental Funds $1,691,502
Amounts reported for governmental activities in the statement of activities

are different because

The internal service fund used by management to charge the costs of insurance
to individual funds is not reported in the district-wide statement of activities.
Governmental fund expenditures and the related internal service fund revenues
are eliminated. The net revenue (expense) of the internal service fund is
allocated among the governmental activities. (321,273)

Change in Net Assets of Governmental Activities $1,370,229

See accompanying notes to the basic financial statements
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Marietta City School District, Ohio

Statement of Cash Receipts, Cash Disbursements and Changes
in Cash Basis Fund Balance - Budget and Actual (Budget Basis)

General Fund
For the Fiscal Year Ended June 30, 2005

Receipts

Taxes

Payments in Lieu of Taxes
Intergovernmental
Investment Earnings
Tuition and Fees
Miscellaneous

Total Receipts

Disbursements
Current:
Instruction:
Regular
Special
Vocational
Support Services:
Pupils
Instructional Staff
Board of Education
Administration
Fiscal
Business
Operation and Maintenance of Plant
Pupil Transportation
Central
Non-Instructional Services
Extracurricular Activities

Total Disbursements

Excess of Receipts Under Disbursements
Other Financing Sources (Uses)
Proceeds from Sale of Capital Assets
Other Financing Uses

Advances In

Advances Out

Transfer In

Transfer Out

Total Other Financing Sources (Uses)
Net Change in Fund Balance

Fund Balance Beginning of Year

Prior Year Encumbrances Appropriated

Fund Balance End of Year

See accompanying notes to the basic financial statements

Variance with

Budgeted Amounts Final Budget
Positive

Original Final Actual (Negative)
$10,480,511 $10,758,167 $10,758,167 $0
60,562 60,562 60,562 0
9,400,773 9,649,823 9,649,823 0
91,989 94,426 94,426 0
428,714 440,072 440,072 0
326,644 336,902 336,902 0
20,789,193 21,339,952 21,339,952 0
7,837,625 9,886,968 9,737,115 149,853
1,657,789 2,278,563 2,228,270 50,293
89,248 90,222 85,628 4,594
817,150 1,097,605 1,068,539 29,066
837,667 1,162,970 1,070,112 92,858
115,435 104,700 97,186 7,514
1,330,417 1,661,387 1,623,891 37,496
395,215 456,023 450,140 5,883
184,765 289,152 272,344 16,808
1,781,793 2,293,297 2,209,557 83,740
943,961 1,204,610 1,188,595 16,015
51,966 66,560 65,246 1,314
3,640 3,640 0 3,640
288,037 302,161 296,699 5,462

16,334,708 20,897,858 20,393,322 504,536

4,454,485 442,094 946,630 504,536
2,270 2,330 2,330 0
(5,308,883) (717,095) 0 717,095
208,506 208,506 208,506 0
(100,000) (100,000) (76,064) 23,936
31 31 31 0
(194,089) (194,089) (65,000) 129,089
(5,392,165) (800,317) 69,803 870,120
(937,680) (358,223) 1,016,433 1,374,656
603,117 603,117 603,117 0
275,770 275,770 275,770 0
($58,793) $520,664 $1,895,320 $1,374,656
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Marietta City School District, Ohio
Statement of Fund Net Assets - Modified Cash Basis
Internal Service Fund
June 30, 2005

Dental and
Vision Insurance
Current Assets
Equity in Pooled Cash and Cash Equivalents $490,430
Net Assets
Unrestricted $490,430

See accompanying notes to the basic financial statements

19



Marietta City School District, Ohio
Statement of Cash Receipts, Cash
Disbursements and Changes in Fund Net Assets - Modified Cash Basis
Internal Service Fund
For the Fiscal Year Ended June 30, 2005

Dental and
Vision Insurance

Operating Receipts
Charges for Services $1,218,562

Operating Disbursements

Purchased Services 154,199
Claims 1,385,636
Total Operating Expenses 1,539,835
Change in Net Assets (321,273)
Net Assets Beginning of Year 811,703
Net Assets End of Year $490,430

See accompanying notes to the basic financial statements
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Marietta City School District, Ohio
Statement of Fiduciary Net Assets - Modified Cash Basis
Agency Funds
June 30, 2005

Assets

Equity in Pooled Cash and Cash Equivalents $75,513
Net Assets

Restricted for Students $75,513

See accompanying notes to the basic financial statements
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Marietta City School District, Ohio
Notes to the Basic Financial Statements
For the fiscal Year Ended June 30, 2005

Note 1 - Description of the School District and Reporting Entity

Marietta City School District is a body politic and corporate established for the purpose of exercising the
rights and privileges conveyed to it by the constitution and laws of the State of Ohio.

The School District operates under a locally-elected five-member Board form of government and provides
educational services as authorized by State statute and federal guidelines. This Board of Education controls
the School District’s 10 instructional/support facilities staffed by 106 classified employees and 211 certified
personnel, who provide services to 3,130 students and other community members.

Reporting Entity

A reporting entity is composed of the primary government, component units and other organizations included
ensuring that the basic financial statements are not misleading. The primary government of the School
District consists of all funds, departments, boards and agencies that are not legally separate from the School
District. For Marietta City School District, this includes general operations, food service, and student-related
activities. The following activities are also included within the reporting entity.

Parochial School - Within the School District boundaries, St. Mary’s School is operated through the
Steubenville Catholic Diocese. Current State legislation provides funding to this parochial school.
These monies are received and disbursed on behalf of the parochial school by the Chief Fiscal Officer
of the School District, as directed by the parochial school. This activity is reflected in a special
revenue fund for financial reporting purposes.

The School District participates in four jointly governed organizations and one insurance purchasing pool.
These organizations are the Southeastern Ohio Voluntary Education Cooperative, the Washington County
Career Center, the Coalition of Rural and Appalachian Schools, the South Eastern Ohio Special Education
Regional Resource Center, and the Ohio School Boards Association Workers’ Compensation Group Rating
Plan. These organizations are presented in Notes 15 and 16 to the basic financial statements.

Note 2 - Summary of Significant Accounting Policies

As discussed further in Note 2.C, these financial statements are presented on a modified cash basis of
accounting. This modified cash basis of accounting differs from accounting principles generally accepted in
the United States of America (GAAP). Generally accepted accounting principles include all relevant
Governmental Accounting Standards Board (GASB) pronouncements, which have been applied to the extent
they are applicable to the modified cash basis of accounting. In the government-wide financial statements and
the fund financial statements for the proprietary funds, Financial Accounting Standards Board (FASB)
pronouncements and Accounting Principles Board (APB) opinions issued on or before November 30, 1989,
have been applied, to the extent they are applicable to the modified cash basis of accounting, unless those
pronouncements conflict with or contradict GASB pronouncements, in which case GASB prevails. The
School District does not apply FASB statements issued after November 30, 1989, to its business-type
activities. Following are the more significant of the School District’s accounting policies.
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Marietta City School District, Ohio
Notes to the Basic Financial Statements
For the fiscal Year Ended June 30, 2005

A. Basis of Presentation

The School District’s basic financial statements consist of government-wide financial statements, including a
statement of net assets and a statement of activities, and fund financial statements which provide a more
detailed level of financial information.

Government-Wide Financial Statements

The statement of net assets and the statement of activities display information about the School District as a
whole. These statements include the financial activities of the primary government, except for fiduciary
funds. The activity of the internal service funds is eliminated to avoid “doubling up” receipts and
disbursements. The statements distinguish between those activities of the School District that are
governmental in nature and those that are considered business-type activities. Governmental activities
generally are financed through taxes, intergovernmental receipts or other nonexchange transactions. The
School District does not report any business-type activities.

The Statement of Net Assets — Modified Cash Basis presents the cash balance and interfund loan balances of
the governmental activities of the School District at fiscal year end. The Statement of Activities - Modified
Cash Basis compares disbursements with program receipts for each function or program of the School
District's governmental activities. Disbursements are reported by function. A function is a group of related
activities designed to accomplish a major service or regulatory program for which the government is
responsible. Program receipts include charges paid by the recipient of the program’s goods or services, grants
and contributions restricted to meeting the operational or capital requirements of a particular program, and
receipts of interest earned on grants that are required to be used to support a particular program. General
receipts are all receipts not classified as program receipts, with certain limited exceptions. The comparison of
direct disbursements with program receipts identifies the extent to which each governmental function is self-
financing on a modified cash basis or draws from the School District’s general receipts.

Fund Financial Statements

During the fiscal year, the School District segregates transactions related to certain School District functions
or activities in separate funds in order to aid financial management and to demonstrate legal compliance.
Fund financial statements are designed to present financial information of the School District at this more
detailed level. The focus of governmental fund financial statements is on major funds. Each major fund is
presented in a separate column. Nonmajor funds are aggregated and presented in a single column. Fiduciary
funds are reported by type.

B. Fund Accounting

The School District uses funds to maintain its financial records during the fiscal year. Fund accounting is
designed to demonstrate legal compliance and to aid management by segregating transactions related to
certain functions or activities. A fund is a fiscal and accounting entity with a self-balancing set of accounts.
The School District classifies each fund as either governmental, proprietary, or fiduciary.

Governmental: The District classifies funds financed primarily from taxes, intergovernmental receipts (e.g.

grants) and other nonexchange transactions as governmental funds. The following are the School District’s
major governmental funds:
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Marietta City School District, Ohio
Notes to the Basic Financial Statements
For the fiscal Year Ended June 30, 2005

General Fund The General Fund accounts for all financial resources except for restricted resources
requiring a separate accounting. The General Fund balance is available for any purpose provided it is
disbursed or transferred according to Ohio law.

Bond Retirement Fund The Bond Retirement Fund accounts for the accumulation of resources for,
and the payment of, principal and interest on long-term debt and related costs.

The other governmental funds of the School District account for grants and other resources whose use is
restricted to a particular purpose.

Proprietary Fund Type Proprietary fund reporting focuses on the determination of the changes in net assets
andfinancial position. Proprietary funds are classified as enterprise or internal service; the School District has
noenterprise 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 the operation of
the School District’s self-insurance program for dental and vision claims.

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

C. Basis of Accounting

The School District’s financial statements are prepared using the modified cash basis of accounting. Except
for modifications having substantial support, receipts are recorded in the School District’s financial records
and reported in the financial statements when cash is received rather than when earned and disbursements are
recorded when cash is paid rather than when a liability is incurred. Any such modifications made by the
School District are described in the appropriate section in this note.

As a result of the use of this modified cash basis of accounting, certain assets and their related revenues (such
as accounts receivable and revenue for billed or provided services not yet collected) and certain liabilities and
their related expenses (such as accounts payable and expenses for goods or services received but not yet paid,
and accrued expenses and liabilities) are not recorded in these financial statements.

D. Budgetary Process

All funds, except agency funds, are legally required to be budgeted and appropriated. The major documents
prepared are the tax budget, the certificate of estimated resources, and the appropriations resolution, all of
which are prepared on the budgetary basis of accounting. The tax budget demonstrates a need for existing or
increased tax rates. The certificate of estimated resources establishes a limit on the amount the Board of
Education may appropriate.
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Marietta City School District, Ohio
Notes to the Basic Financial Statements
For the fiscal Year Ended June 30, 2005

The appropriations resolution is the Board’s authorization to spend resources and sets annual limits on cash
disbursements plus encumbrances at the level of control selected by the Board. The legal level of control has
been established by the Board at the fund level for all funds. Budgetary allocations at the function and object
level within all funds are made by the Treasurer.

The certificate of estimated resources may be amended during the fiscal year if projected increases or
decreases in receipts are identified by the Treasurer. The amounts reported as the original budgeted amounts
on the budgetary statements reflect the amounts on the certificate of estimated resources when the original
appropriations were adopted. The amounts reported as the final budgeted amounts on the budgetary
statements reflect the amounts on the amended certificate of estimated resources in effect at the time final
appropriations were passed by the Board.

The appropriation resolution is subject to amendment throughout the year with the restriction that
appropriations cannot exceed estimated resources. The amounts reported as the original budgeted amounts
reflect the first appropriation resolution for that fund that covered the entire fiscal year, including amounts
automatically carried forward from prior fiscal years. The amounts reported as the final budgeted amounts
represent the final appropriation amounts passed by the Board during the fiscal year.

E. Cash, Cash Equivalents, and Investments

To improve cash management, cash received by the School District is pooled and invested. Monies for all
funds are maintained in this pool. Individual fund integrity is maintained through the School District’s
records. Interest in the pool is presented as “Equity in Pooled Cash and Cash Equivalents”.

Investments of the School District’s cash management pool and investments with an original maturity of three
months or less at the time they are purchased by the School District are presented on the financial statements as
cash equivalents. Investments with an initial maturity of more than three months that were not purchased from the
pool are reported as investments.

Investments are reported as assets. Accordingly, purchases of investments are not recorded as disbursements,
and sales of investments are not recorded as receipts. Gains or losses at the time of sale are recorded as
receipts or negative receipts (contra revenue), respectively.

During fiscal year 2005, investments were limited to STAROhio. STAROhio is an investment pool managed
by the State Treasurer’s Office which allows governments within the State to pool their funds for investment
purposes. STARONio is not registered with the SEC as an investment company, but does operate in a manner
consistent with Rule 2a7 of the Investment Company Act of 1940. Investments in STAROhio are valued at
STARONhiIo’s share price which is the price the investment could be sold for on June 30, 2005.

Following Ohio statutes, the Board of Education specified the funds to receive an allocation of interest
earnings. Interest receipts credited to the General Fund during fiscal year 2005 was $94,426, including
$55,501 assigned from other School District funds.

F. Restricted Assets

Assets are reported as restricted when limitations on their use change the nature or normal understanding of
the availability of the asset.
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Marietta City School District, Ohio
Notes to the Basic Financial Statements
For the fiscal Year Ended June 30, 2005

Such constraints are either imposed by creditors, contributors, grantors, laws of other governments, or
imposed by law through constitutional provisions or enabling legislation. Restricted assets include amounts
required by statute to be set-aside by the School District for the creation of a reserve for budget stabilization,
for the purchase of textbooks, and for the acquisition or construction of capital assets. Restricted assets also
represent unexpended grants restricted for the purchase of buses and textbooks. See Note 12 for additional
information regarding these set-asides.

G. Inventory and Prepaid Items

The School District reports disbursements for inventory and prepaid items when paid. These items are not
reflected as assets in the accompanying financial statements.

H. Capital Assets

Acquisitions of property, plant and equipment are recorded as disbursements when paid. These items are not
reflected as assets in the accompanying financial statements.

I. Interfund Receivables/Payables

The School District reports advances-in and advances-out for interfund loans. 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 governmental activities column of the statement
of net assets.

J. Accumulated Leave

In certain circumstances, such as upon leaving employment or retirement, employees are entitled to cash
payments for unused leave. Unpaid leave is not reflected as a liability under the School District’s modified
cash basis of accounting.

K. Employer Contributions to Cost-Sharing Pension Plans

The School District recognizes the disbursement for employer contributions to cost-sharing pension plans
when they are paid. Asdescribed in Notes 9 and 10, the employer contributions include portions for pension
benefits and for postretirement health care benefits.

L. Long-term Obligations

The School District’s modified cash basis financial statements do not report liabilities for bonds and other
long-term obligations. Proceeds of debt are reported when cash is received and principal and interest
payments are reported when paid. Since recording a capital asset when entering into a capital lease is not the
result of a cash transaction, neither other financing source nor capital outlay are reported at inception. Lease
payments are reported when paid.

M. Net Assets
Net assets are reported as restricted when there are limitations imposed on their use either through the

enabling legislation adopted by the School District or through external restrictions imposed by creditors,
grantors, or laws or regulations of other governments.
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Marietta City School District, Ohio
Notes to the Basic Financial Statements
For the fiscal Year Ended June 30, 2005

Net assets restricted for other purposes include resources restricted for food service operations, music and
athletic programs, and federal and state grants restricted to cash disbursement for specified purposes. The
School District’s policy is to first apply restricted resources when a cash disbursement is incurred for
purposes for which both restricted and unrestricted net assets are available. The government-wide statement
of net assets reports $2,489,834 of restricted net assets, of which none is restricted by enabling legislation.

N. Fund Balance Reserves

The School District reserves any portion of fund balances which is not available for appropriation or which is
legally segregated for a specific future use. Unreserved fund balance indicates that portion of fund balance
which is available for appropriation in future periods. Fund equity reserves have been established for
encumbrances, capital improvements, textbooks, budget stabilization, school bus purchases, and property
taxes.

The reserve for property taxes represents taxes available against the first real estate tax settlement in fiscal
year 2005 but not available for appropriation under State statute. The reserve for budget stabilization
represents money set-aside to protect against cyclical changes in receipts and disbursements.

O. Interfund Transactions

Exchange transactions between funds are reported as receipts in the seller funds and as disbursements in the
purchaser funds. Subsidies 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 and
after nonoperating receipts/cash disbursements in proprietary funds. Repayments from funds responsible for

particular cash disbursements to the funds that initially paid for them are not presented in the financial
statements.

Note 3 — Changes in Basis of Accounting and Restatement of Prior Year Balances

For fiscal year 2005, the School District has implemented GASB Statement No. 40 “Deposit and Investment
Risk Disclosures” and GASB Statement No. 46, “Net Assets Restricted by Enabling Legislation”.

GASB Statement No. 40 describes the responsibility of governments to provide credit rating information on their
investments.

GASB Statement No. 46 clarifies how legal enforceability should be applied for determining restricted net assets.

The implementation of GASB Statement No. 40 and GASB Statement No. 46 had no effect on the School
District’s financial statements for fiscal year 2005.
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Marietta City School District, Ohio
Notes to the Basic Financial Statements
For the fiscal Year Ended June 30, 2005

Interfund receivables and payables were not recorded at June 30, 2004, which resulted in the following
restatements:

Other
General Governmental

Fund Funds
Fund Balance at June 30, 2004 $878,887 $855,040
Interfund Receivable 173,218 0
Interfund Payable 0 (173,218)
Restated Fund Balance at July 1, 2004 $1,052,105 $681,822

Note 4 — Budgetary Basis of Accounting

The budgetary basis as provided by law is based upon accounting for certain transactions on the basis of cash
receipts, disbursements, and encumbrances. The Statement of Cash Receipts, Cash Disbursements and
Changes in Cash Basis Fund Balance — Budget and Actual (Budget Basis) presented for the General Fund is
prepared on the budgetary basis to provide a meaningful comparison of actual results with the budget. The
difference between the budgetary basis and the modified cash basis are outstanding year end encumbrances
which are treated as cash disbursements (budgetary basis) rather than as a reservation of fund balance
(modified cash basis) and outstanding year end advances which are treated as an other financing source or use
(budgetary basis) rather than as an interfund receivable or payable (modified cash basis).

Net Change in Fund Balance

Modified Cash Basis $1,208,620
Advances In 208,506
Advances Out (76,064)
Encumbrances (324,629)
Budget Basis $1,016,433

Note 5 — Deposits and Investments
Monies held by the School District are classified by State statute into three categories.

Active monies are public monies determined to be necessary to meet current demands upon the School
District treasury. Active monies must be maintained either as cash in the School District treasury, in
commercial accounts payable or withdrawable on demand, including negotiable order of withdrawal (NOW)
accounts, or in money market deposit accounts.

Inactive deposits are public deposits that the Board has identified as not required for use within the current
five year 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.
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Marietta City School District, Ohio
Notes to the Basic Financial Statements
For the fiscal Year Ended June 30, 2005

Interim deposits are 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 depositories.
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.

Interim monies held by the School District can be deposited or invested in the following securities:

1. United States Treasury bills, bonds, notes, 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;

2. Bonds, notes, debentures, or any other obligation or security issued by any federal government
agency or instrumentality including, but not limited to, the Federal National Mortgage Association,
Federal Home Loan Bank, Federal 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 the market value of the
securities subject to the repurchase agreement must exceed the principal value of the agreement by at
least 2 percent and be marked to market daily, and the term of the agreement must not exceed thirty
days;

4. Bonds and other obligations of the State of Ohio or Ohio local governments;

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 describ