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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

REPORT OF INDEPENDENT ACCOUNTANTS

Rittman Exempted Village School District
Wayne County

75 North Main Street

Rittman, Ohio 44270

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 Rittman Exempted Village School
District, Wayne County, Ohio, (the School District), as of and for the year ended June 30, 2006,
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 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 Rittman Exempted Village School District, Wayne
County, Ohio, as of June 30, 2006, and the respective changes in financial position and cash
flows, thereof and the respective budgetary comparison for the General Fund for the year then
ended in conformity with accounting principles generally accepted in the United States of
America.

The 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, which consisted principally on inquiries of
management regarding the methods of measurement and presentation of the required
supplementary information. However, we did not audit the information and express no opinion on
it.

In accordance with Government Auditing Standards, we have also issued our report dated
January 19, 2007 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,
grant agreements and other matters. While we did not opine on the internal control over financial
reporting or on compliance, that report describes the scope of our testing of 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 read it in
conjunction with this report in assessing the results of our audit.



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

Charles E. Harris & Associates, Inc.
January 19, 2007



Rittman Exempted Village School District
Management’s Discussion and Analysis
For the Fiscal Year Ended June 30, 2006
(Unaudited)

The discussion and analysis of the Rittman Exempted Village School District’s (the School District’s)
financial performance provides an overall review of the School District's financial activities for the fiscal
year ended June 30, 2006. The intent of this discussion and analysis is to look at the School District's
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 2006 are as follows:

a General Revenues accounted for $8.8 million in revenue or 84% of all revenues. Program specific
revenues in the form of charges for services and sales and operating grants and contributions,
accounted for approximately $1.7 million or 16% of total revenues of $10.5 million.

a Total program expenses were $10.0 million in Governmental Activities.

a In total, net assets of Governmental Activities increased $352,907, which represents a 15.8% increase
from 2005.

o Outstanding bonds decreased $235,000, through the payment for the Local Initiative portion of the
Ohio School Facilities Commission project.

Reporting the School District as a Whole
Statement of Net Assets and the Statement of Activities

While this document contains the large number of funds used by the School District to provide programs
and activities, the view of the School District as a whole looks at all financial transactions and asks the
guestion, "How did we do financially during fiscal year 2006?" The Statement of Net Assets and the
Statement of Activities answer this question. These statements include all assets and liabilities, excluding
fiduciary funds, using the accrual basis of accounting similar to the accounting used by most private-
sector companies. This basis of accounting takes into account all of the current year's revenues and
expenses regardless of when cash is received or paid.

These two 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 financial
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 which restrict revenue growth, facility conditions, required
educational programs, and other factors.

In the Statement of Net Assets and the Statement of Activities, the School District activities are listed as
Governmental:

o Governmental Activities — most of the School District's programs and services are reported here,
including instruction, support services, operation and maintenance of plant, pupil transportation, food
service operations and extracurricular activities.




Rittman Exempted Village School District
Management’s Discussion and Analysis
For the Fiscal Year Ended June 30, 2006
(Unaudited)

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

Fund financial reports provide detailed information about the School District's major funds. The School
District uses many funds to account for financial transactions. However, these fund financial statements
focus on the School District's most significant funds. The School District's only major governmental
funds are the General Fund and Ohio School Foundation Commission (OSFC) Building Capital Project
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 year-end available for
spending in future periods. These funds are reported using an accounting method called modified accrual
accounting, which measures cash and all other financial assets that can readily be converted to cash. The
governmental fund statements provide a detailed short-term view of the School District's general
government 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 differences) between governmental activities (reported
in the Statement of Net Assets and the Statement of Activities) and governmental funds is reconciled in
the financial statements.

Proprietary Funds - The School District maintains a proprietary fund. Internal Service Funds are an
accounting device used to accumulate and allocate costs internally among the School District’s various
functions. The School District uses an Internal Service Fund to account for its health insurance benefits.
Because this service predominantly benefits governmental rather than business-type functions, it has been
included within the governmental activities in the government-wide financial statements.

The proprietary fund financial statements begin on page 17.

Fiduciary Funds - These 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 statements because
the resources of those funds are not available to support the School District’s own programs. The
accounting for the fiduciary funds is much like that used for proprietary funds.

The fiduciary fund financial statements begin on page 20.
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 begin on page 21.




Rittman Exempted Village School District
Management’s Discussion and Analysis
For the Fiscal Year Ended June 30, 2006
(Unaudited)

The School District as a Whole
Recall that the Statement of Net Assets provides the perspective of the School District as a whole.

Table 1 provides a summary of the School District's net assets for 2006 compared to 2005:

(Table 1)
Net Assets
Governmental Activities
2006 2005 Restated
Assets
Current and Other Assets $ 9,440,282 $ 16,600,971
Capital Assets 8,851,094 1,853,848
Total Assets 18,291,376 18,454,819
Liabilities
Long-Term Liabilities 10,201,002 10,329,494
Other Liabilities 5,508,719 5,896,577
Total Liabilities 15,709,721 16,226,071
Net Assets
Invested in Capital
Assets Net of Debt 985,109 625,942
Restricted 1,763,908 10,497,264
Unrestricted (Deficit) (167,362) (8,894,458)
Total Net Assets $ 2,581,655 $ 2,228,748

Current and other assets decreased $7,160,689, this decrease was a result of expenditures for the on going
building project, also contributing to this decrease was taxes receivable $858,850 as certified by the
County Budget Commission, due to a levy expiring in 2004 with final collections in 2005.

Total liabilities decreased $516,350, this decrease was the result of deferred taxes receivable as mentioned
above and the payment of a bond for the Ohio School Facilities.

As a result of the above, overall net assets of the School District increased $352,907, or 15.8% compared
to fiscal year 2005.




Rittman Exempted Village School District
Management’s Discussion and Analysis
For the Fiscal Year Ended June 30, 2006
(Unaudited)

Table 2 shows the changes in net assets for fiscal year 2006 compared to 2005.

(Table 2)
Changes in Net Assets

Governmental Activities

2006 2005

Revenues
Program Revenues:

Charges for Services $ 738,342 $ 889,151
Operating Grants 922,581 967,062
General Revenue:

Property Taxes 3,834,875 4,501,083
Grants and Entitlements, not restricted 4,418,836 3,884,610
Other 519,439 236,561
Total Revenues 10,434,073 10,478,467
Program Expenses

Instruction 6,135,703 5,843,642
Support Services 2,771,559 3,976,124
Operation of Non-Instructional 465 0
Extracurricular Activities 159,368 189,925
Interest and Fiscal Charges 543,410 491,639
Food Services 461,445 455,490
Uniform School Supplies 9,216 24,077
Total Expenses 10,081,166 10,980,897
Increase (Decrease) in Net Assets $ 352,907 $ (502,430)

A review of Table 2 reflects total revenues of $10,434,073, which was a decrease of $44,394 as compared
to 2005. Grants and entitlements increased $534,226, but taxes decreased by $666,208 due to a levy that
expired in 2004, with final collection in 2005.

Total expenses decreased $899,731, a decrease of $797,233 operations and maintenance due to reclassing
of capital assets to construction in progress, also $182,220 in administration due to reduction of staff.




Rittman Exempted Village School District
Management’s Discussion and Analysis
For the Fiscal Year Ended June 30, 2006
(Unaudited)

Governmental Activities

The Statement of Activities shows the cost of program services and the charges for services and grants
offsetting those services. Table 3 shows, for governmental activities, the total cost of services and the net
cost of services. That is, it identifies the cost of these services supported by tax revenue and unrestricted
State entitlements. All governmental activities had total revenues of $10.4 million and expenses of $10.1
million.

(Table 3)
Governmental Activities
2006 2005
Total Cost Net Cost Total Cost Net Cost
of Service of Service of Service of Service
Instruction $ 6,135,703 $ (5,271,081) $ 5843642 $ (4,696,613)
Support Services:
Pupil and Instructional Staff 949,449 (747,926) 1,109,408 (962,317)
Board of Education, Administration
Fiscal and Business 1,079,774 (998,610) 1,240,158 (1,178,944)
Operation and Maintenance of Plant 552,942 (552,942) 1,350,175 (1,350,175)
Pupil Transportation and Central 189,394 (188,143) 276,383 (265,635)
Operation of Non-Instructional 465 831 0 0
Extracurricular Activities 159,368 (98,114) 189,925 (142,928)
Interest Charges 543,410 (543,410) 491,639 (491,639)
Food Service Operations 461,445 (22,897) 455,490 (30,579)
Uniform Supplies 9,216 2,049 24,077 (5,854)
Total $ 10,081,166 $ (8,420,243) $ 10,980,897 $ (9,124,684)

Instruction and Student Support Services comprise 89% of governmental program expenses. Pupil
transportation and the operation/maintenance of plant account for 7% of governmental program expenses.

The dependence upon tax revenues for governmental activities is apparent. The community, as a whole, is
by far the primary support for Rittman Exempted Village School District students.

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 fiscal year 2006, there were minor changes to the School District’s total general fund
budget. The School District uses site-based budgeting and the budgeting system which are designed to
tightly control total site budgets but provide flexibility for site management.




Rittman Exempted Village School District
Management’s Discussion and Analysis
For the Fiscal Year Ended June 30, 2006
(Unaudited)

For the General Fund, the final budget basis revenue increased $822,345 from the original budget
estimates of approximately $7.4 million. The school district begins the fiscal year with a temporary
budget. This is updated in September with Board approval of the permanent appropriations. Budget
adjustments are made throughout the year as updated information becomes available.

Actual revenues of $7.9 million were $304,941 less than the final budgeted amounts. This amount is
deemed immaterial.

Final expenditures of $8.4 million were $171,899 lower than the approximately $8.6 million in the final
budget, this amount was due to a reduction in staff.

Capital Assets and Debt Administration
Capital Assets

At the end of fiscal year 2006, the School District had $8.6 million invested in land, buildings and
improvements, furniture and equipment, vehicles and construction in progress. Table 4 shows fiscal year
2006 and 2005 balances net of depreciation.

(Table 4)
Capital Assets at June 30
(Net of Depreciation)
Governmental Activities

2006 2005
Land $ 142,554 $ 142,554
Buildings and Improvements 409,494 475,498
Furniture and Equipment 387,933 483,009
Vehicles 17,510 42,031
Construction in Progress 7,893,603 710,756
Totals $ 8,851,094 $ 1,853,848

The $6,997,246 increase in capital assets was attributable to the total effect of additional purchases,
construction in progress exceeding depreciation expense and disposals. See Note 8 to the basic financial
statements for detail of the School District’s capital assets.

Ohio law required school districts to set aside 3% of certain revenues for capital improvements and an
additional 3% for textbooks. For fiscal year 2006, this amounted to $166,316 for each set aside. The
School District has qualifying disbursements or offsets exceeding these requirements for capital
improvement and textbooks. See Note 17 for additional information.

Debt

At June 30, 2006, the School District had $9,265,000 in bonds outstanding with $240,000 due within one
year. Table 5 summarizes bonds outstanding.

(Table 5)
Outstanding Debt, at June 30
2006 2005
OSFC Construction Bonds 3 9,265,000 $ 9,500,000

See Note 12 to the basic financial statements for detail on the School District’s long-term obligations.




Rittman Exempted Village School District
Management’s Discussion and Analysis
For the Fiscal Year Ended June 30, 2006
(Unaudited)

Current Issues

Rittman Exempted Village School District receives approximately 56% of its general revenue from the
State. The School District does receive additional revenue for increased enrollment, but 2006 showed a
decrease in enrollment. Future projections also show a decrease in enrollment which will in turn decrease
our State share. A major change in the Ohio state tax structure will be determined in the outcome of
HB66. The Tangible Personal Property tax is being phased out. Currently, tangible personal property
accounts for 15% of all property valuation in the District. It is anticipated that the phase out of this tax
will place a larger burden on homeowners.

The School District relies on its local property taxpayers. The last operating levy was passed in 1999, for
6.7 mills, for five years. This levy expired in 2004. A $1,000,000 emergency levy was defeated in
November 2004. In May and August of 2005, a $1,555,000 emergency levy was defeated. A reduction
in force took place. In May 2006, the School District passed a five-year emergency levy for $950,000.
Due to changes from HBG66, 9.25 mills are needed to collect this levy. The additional burden on
homeowners is the result of decreasing business taxes including the tangible personal property tax.
Because the levy was passed after August of 2006, the School District will not be held harmless by the
state for the resulting loss in tangible dollars.

Even with the $950,000 levy, the School District will need to be back on the ballot within the next two
years. With House Bill 920, current levies do not provide inflationary revenue growth as valuation
increases, with the exception of inside millage and new construction. Thus, as a School District
dependent upon property tax and a decline in the State Foundation and with changes in the Ohio tax
structure, the School District will need to request property tax increases to maintain a constant level of
service.

The School District experienced a reduction in force at the end of the 2005 and 2006 fiscal years.
Thirteen certified staff, two administrator and eleven classified staff were reduced, due to the decline in
enrollment. The resulting savings will help balance the School District’s budget. Reductions in spending
on instructional supplies and equipment will also help eliminate the expected deficit.

The School District’s systems of budgeting and internal controls are well regarded. All of the School
District’s financial abilities will be needed to meet the challenges of the future.

Contacting the School District's Financial Management

This financial report is designed to provide our citizens, 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 any questions about this report or need additional financial information, contact
Connie Baldwin, Treasurer of Rittman Exempted Village School District, 220 North First Street, Rittman,
Ohio 44270.




Rittman Exempted Village School District
Statement of Net Assets
June 30, 2006

Assets

Equity in Pooled Cash and Cash Equivalents

Receivables:

Taxes

Intergovernmental
Nondepreciable Capital Assets
Depreciable Capital Assets (Net)

Total Assets

Liabilities
Accounts Payable
Contracts Payable
Accrued Wages and Benefits
Vacation Benefits Payable
Mature Compensated Absences Payable
Intergovernmental Payable
Unearned Revenue
Accrued Interest Payable
Claims Payable
Long Term Liabilities:

Due Within One Year

Due in More Than One Year

Total Liabilities

Net Assets

Invested in Capital Assets, Net of Related Debt

Restricted for:
Capital Projects
Debt Service
Other Purposes
Budget Stabilization

Unrestricted

Total Net Assets

See accompanying notes to the basic financial statements.

10

Governmental
Activities

5,882,239

3,453,112
104,931
8,036,157
814,937

18,291,376

112,705
925,793
762,901
17,199
93,193
255,078
3,194,839
38,033
108,978

267,852
9,933,150

15,709,721

985,109

1,124,290
516,144
27,175
96,299
(167,362)

2,581,655




Rittman Exempted Village School District
Statement of Activities
For the Fiscal Year Ended June 30, 2006

Net (Expense)
Revenue and
Program Revenues Changes in Net Assets
Charges for Operating
Services Grants and Governmental
Expenses and Sales Contributions Activities
Governmental Activities
Current:
Instruction:
Regular $ 4,878,443 $ 443,117 $ 103,476 $ (4,331,850)
Special 1,112,318 0 318,029 (794,289)
Vocational 63,406 0 0 (63,406)
Other 81,536 0 0 (81,536)
Support Services:
Pupils 402,584 0 101,961 (300,623)
Instructional Staff 546,865 0 99,562 (447,303)
Board of Education 141,495 0 71,206 (70,289)
Administration 590,879 0 958 (589,921)
Fiscal 347,400 0 9,000 (338,400)
Operation and Maintenance of Plant 552,942 0 0 (552,942)
Pupil Transportation 181,992 0 0 (181,992)
Central 7,402 0 1,251 (6,151)
Operation of Non-Instructional Services 465 0 1,296 831
Food Service Operations 461,445 222,706 215,842 (22,897)
Uniform School Supplies 9,216 11,265 0 2,049
Extracurricular Activities 159,368 61,254 0 (98,114)
Interest and Fiscal Charges 543,410 0 0 (543,410)
Totals $ 10,081,166 $ 738,342 $ 922,581 (8,420,243)
General Revenues
Property Taxes Levied for:
General Purposes 3,051,594
Debt Service 558,102
Capital Outlay 225,179
Grants and Entitlements not Restricted to Specific Programs 4,418,836
Investment Earnings 379,729
Miscellaneous 139,710
Total General Revenues 8,773,150
Change in Net Assets 352,907
Net Assets Beginning of Year, Restated 2,228,748
Net Assets End of Year $ 2,581,655

See accompanying notes to the basic financial statements.
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Rittman Exempted Village School District

Balance Sheet
Governmental Funds
June 30, 2006

Other Total
OSFC Building Governmental Governmental
General Project Funds Funds
Assets
Equity in Pooled Cash and Cash Equivalents $ 1,342,566 $ 3,033,035 $ 876,066 $ 5,251,667
Cash and Cash Equivalents:
Restricted Cash 96,299 0 0 96,299
Receivables:
Taxes 2,670,447 0 782,665 3,453,112
Interfund 23,435 0 0 23,435
Intergovernmental 0 0 104,931 104,931
Total Assets $ 4,132,747 $ 3,033,035 $ 1,763,662 $ 8,929,444
Liabilities and Fund Balances
Liabilities
Accounts Payable $ 101,757 $ 0 $ 10,948 $ 112,705
Contracts Payable 0 925,793 0 925,793
Accrued Wages and Benefits 699,107 0 63,794 762,901
Vacation Benefits Payable 17,199 0 0 17,199
Mature Compensated Absences Payable 63,681 0 29,512 93,193
Interfund Payable 0 0 23,435 23,435
Intergovernmental Payable 238,959 0 16,119 255,078
Deferred Revenue 2,512,159 0 798,729 3,310,888
Total Liabilities 3,632,862 925,793 942,537 5,501,192
Fund Balances
Fund Balance:
Reserved for Encumbrances 109,113 815,385 49,519 974,017
Reserved for Bus Allowance 5,811 0 0 5,811
Reserved for Tax Revenue Unavailable for Appropriation 158,289 0 46,693 204,982
Reserved for Budget Stabilization 96,299 0 0 96,299
Unreserved:
Undesignated, Unreserved Reported in:
General Fund 130,373 0 0 130,373
Special Revenue Funds 0 0 (2,563) (2,563)
Debt Service Fund 0 0 471,886 471,886
Capital Projects Funds 0 1,291,857 255,590 1,547,447
Total Fund Balances 499,885 2,107,242 821,125 3,428,252
Total Liabilities and Fund Balances $ 4,132,747 $ 3,033,035 $ 1,763,662 $ 8,929,444

See accompanying notes to the basic financial statements.
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Rittman Exempted Village School District
Reconciliation of Total Governmental Fund Balances to
Net Assets Governmental Activities
June 30, 2006

Total Governmental Fund Balances $ 3,428,252
Amounts reported for governmental activities in the
statement of net assets are different because:
Capital assets used in governmental activities are not financial
resources and therefore, are not reported in the funds. 8,851,094
Other long-term assets are not available to pay for current-
period expenditures and therefore, are deferred in the funds.
Grants $ 62,757
Delinquent Property Taxes 53,292 116,049
An internal service fund is used by management to charge the
costs of insurance to individual funds. The assets and
liabilities of the internal service fund are included in
governmental activities in the statement of net assets. 425,295
Long-term liabilities, including bonds payable, are not due and
payable in the current period and therefore, are not reported
in the funds.
General Obligation Bonds (8,860,000)
Capital Appreciation Bonds (405,000)
Accretion on Capital Appreciation Bonds (89,467)
Interest Payable (38,033)
Capital Lease Payable (97,716)
Compensated Absences (748,819) (10,239,035)
Net Assets of Governmental Activities $ 2,581,655

See accompanying notes to the basic financial statements.
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Rittman Exempted Village School District
Statement of Revenues, Expenditures and Changes in Fund Balances
Governmental Funds
For the Fiscal Year Ended June 30, 2006

Other Total
OSFC Building Governmental Governmental
General Project Funds Funds
Revenues:
Taxes $ 3,062,780 $ 0 $ 783,365 $ 3,846,145
Intergovernmental 4,306,765 0 971,895 5,278,660
Investment Income 118,693 261,036 0 379,729
Tuition and Fees 293,980 0 233,971 527,951
Extracurricular Activities 0 0 61,254 61,254
Miscellaneous 35,627 0 104,083 139,710
Total Revenues 7,966,982 261,036 2,154,568 10,382,586
Expenditures:
Current:
Instruction:
Regular 4,663,013 0 115,755 4,778,768
Special 748,831 0 355,944 1,104,775
Vocational 62,297 0 0 62,297
Other 77,865 0 0 77,865
Support Services:
Pupils 245,882 0 155,622 401,504
Instructional Staff 455,914 0 105,082 560,996
Board of Education 76,032 0 65,463 141,495
Administration 584,973 0 673 585,646
Fiscal 324,524 0 25,033 349,557
Operation and Maintenance of Plant 1,004,344 0 0 1,004,344
Pupil Transportation 164,905 0 0 164,905
Central 0 0 2,745 2,745
Operation of Non-Instructional Services 0 0 465 465
Food Service Operations 0 0 455,941 455,941
Uniform School Supplies 0 0 9,216 9,216
Extracurricular Activities 95,594 0 63,742 159,336
Capital Outlay 0 6,690,926 66,260 6,757,186
Debt Service:
Principal Retirement 0 0 261,674 261,674
Interest and Fiscal Charges 0 0 415,910 415,910
Total Expenditures 8,504,174 6,690,926 2,099,525 17,294,625
Excess of Revenues Over (Under) Expenditures (537,192) (6,429,890) 55,043 (6,912,039)
Other Financing Sources (Uses):
Proceeds From Sales of Capital Assets 10,815 0 0 10,815
Transfers In 0 270,000 6,763 276,763
Transfers Out (6,763) 0 (270,000) (276,763)
Total Financing Sources and (Uses) 4,052 270,000 (263,237) 10,815
Net Change in Fund Balance (533,140) (6,159,890) (208,194) (6,901,224)
Fund Balance at Beginning of Year 1,033,025 8,267,132 1,029,319 10,329,476
Fund Balance at End of Year $ 499,885 $ 2,107,242 $ 821,125 $ 3,428,252

See accompanying notes to the basic financial statements.
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Rittman Exempted Village School District
Reconciliation of the Changes
in Fund Balances of Governmental Funds to the Statement of Activities
For the Fiscal Year Ended June 30, 2006

Net Change in Fund Balances - Total Governmental Funds $ (6,901,224)

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

Governmental funds report capital outlays as expenditures,
however, in the statement of activities, the cost of those
assets is allocated over their estimated useful lives as
depreciation expense. This is the amount by which
capital outlay exceeded depreciation in the current period.
Capital Asset Additions $ 7,237,975
Current Year Depreciation (218,522) 7,019,453

Net effect of transactions involving sale of capital
assets are not reflected in the funds. (22,207)

Revenues in the statement of activities that do not provide
current financial resources are not reported as revenues

in the funds.
Grants 62,757
Delinquent Property Taxes (11,270) 51,487

Repayment of bond, note and capital lease principal is an expenditure in the
governmental funds, but the repayment reduces long-term liabilities in the
statement of net assets.
Bond principal 235,000
Capital Leases 26,674 261,674

Interest is reported as an expenditure when due in the governmental funds,
but is accrued on outstanding debt on the statement of activities (38,033)

Some expenses reported in the statement of activities do not use the
current financial resources and therefore, are not reported as
expenditures in governmental funds.
(Increase)/Decrease in Accretion of Capital Bonds (89,467)
(Increase)/Decrease in Compensated Absences (43,715) (133,182)

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. The net revenue (expense) of internal service
funds is reported with governmental activities. 114,939

Change in Net Assets of Governmental Activities $ 352,907

See accompanying notes to the basic financial statements.
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Rittman Exempted Village School District
Statement of Revenues, Expenditures, and Changes in Fund Balance -

Budget (Non-GAAP Basis) and Actual

General Fund

For the Fiscal Year Ended June 30, 2006

Revenues:

Taxes
Intergovernmental
Investment Income
Tuition and Fees
Miscellaneous

Total Revenues

Expenditures:
Current

Instruction

Support Services
Pupils
Instructional Staff
Board of Education
Administration
Fiscal
Operation and Maintenance of Plant
Pupil Transportation
Extracurricular Activities

Capital Outlay

Total Expenditures

Excess of Revenues Over (Under) Expenditures
Other Financing Sources (Uses):
Proceeds from Sale of Assets

Refund of Prior Year Expenditures
Advances In

Advances Out

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

Variance
Budgeted Amounts with Final Budget
Positive
Original Final Actual (Negative)

$ 3,443,300 3193900 $ 3,184,615 $ (9,285)
3,604,427 4,574,325 4,306,765 (267,560)
90,008 114,227 107,546 (6,681)
246,038 312,244 293,980 (18,264)
29,816 37,839 35,626 (2,213)
7,413,589 8,232,535 7,928,532 (304,003)
5,789,000 5,497,708 5,413,357 84,351
264,312 251,012 247,166 3,846
474,132 450,234 444,133 6,101
87,723 83,588 76,845 6,743
643,513 610,936 605,406 5,530
372,561 354,387 337,760 16,627
1,140,858 1,084,878 1,040,335 44,543
194,789 185,014 181,654 3,360
101,453 96,312 95,530 782
2,124 2,016 2,000 16
9,070,465 8,616,085 8,444,186 171,899
(1,656,876) (383,550) (515,654) (132,104)
9,051 11,487 10,815 (672)

631 801 754 %))

2,946 3,739 3,520 (219)
(22,769) (21,616) (21,440) 176
(9,521) (9,038) (8,965) 73
(19,662) (14,627) (15,316) (689)
(1,676,538) (398,177) (530,970) (132,793)
1,710,112 1,710,112 1,710,112 0
102,755 102,755 102,755 0

$ 136,329 1,414,690 $ 1,281,897 $ (132,793)

See accompanying notes to the basic financial statements.
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Rittman Exempted Village School District
Statement of Fund Net Assets
Proprietary Funds
June 30, 2006

Governmental
Activities
Internal Service
Fund
Assets
Current Assets:
Equity in Pooled Cash and Cash Equivalents $ 534,273
Liabilities
Current Liabilities:
Claims Payable 108,978
Net Assets
Unrestricted 425,295
Total Net Assets $ 425,295

See accompanying notes to the basic financial statements.
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Statement of Revenues, Expenses and Changes in Fund Net Assets

Rittman Exempted Village School District

Proprietary Funds
For the Fiscal Year Ended June 30, 2006

Operating Revenues:
Charges For Services

Operating Expenses:
Purchased Services
Claims

Total Operating Expenses
Change in Net Assets

Net Assets Beginning of Year

Net Assets End of Year

See accompanying notes to the basic financial statements.
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Governmental
Activities -
Internal
Service Fund

$

1,316,806

273,465
928,402

1,201,867

114,939

310,356

$

425,295




Rittman Exempted Village School District
Statement of Cash Flows
Proprietary Funds
For the Fiscal Year Ended June 30, 2006

Cash Flows From Operating Activities:
Cash Received for Charges for Services
Cash Paid for Goods and Services
Cash Paid for Claims

Net Cash Provided By Operating Activities

Net Increase in Cash and Cash Equivalents

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:
Increase (Decrease) in Liabilities

Claims Payable

Net Cash Provided By Operating Activities

See accompanying notes to the basic financial statements.
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Governmental
Activities -
Internal
Service Fund

$ 1,316,806
(273,465)
(975,293)

68,048

68,048

466,225

$ 534,273

$ 114,939

(46,891)

$ 68,048




Rittman Exempted Village School District
Statement of Fiduciary Assets and Liabilities
Agency Funds
June 30, 2006

Agency
Assets
Equity in Pooled Cash and Cash Equivalents $ 6,972
Liabilities
Undistributed Monies $ 6,972

See accompanying notes to the basic financial statements.
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Rittman Exempted Village School District
Notes to the Basic Financial Statements
For the Fiscal Year Ended June 30, 2006

Note 1 — Description of the School District

The Rittman Exempted Village School District (the "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 is a local district as defined by Section 3311.03 of the Ohio
Revised Code. The School District operates under a locally-elected five member board form of government
and provides educational services as authorized and mandated by state and federal agencies. Average daily
membership on, or as of, October 1, 2005, was 1,121. The School District employs 98 certificated and 46
non-certificated employees.

Reporting Entity

A reporting entity is comprised of the primary government, component units and other organizations that are
included to ensure that the 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 the School District, this includes general operations, food service and student related activities.

Component units are legally separate organizations for which the School District is financially accountable.
The School District is financially accountable for an organization if the School District appoints a voting
majority of the organization’s governing board and (1) the School District is able to significantly influence
the programs or services performed or provided by the organization; or (2) the School District is legally
entitled to or can otherwise access the organization’s resources; the School District is legally obligated or has
otherwise assumed the responsibility to finance the deficits of, or provide financial support to, the
organization; or the School District is obligated for the debt of the organization. Component units may also
include organizations that are fiscally dependent on the School District in that the School District approves
the budget, the issuance of debt or the levying of taxes for the organization. The School District has no
component units.

Management believes the financial statements included in the report represent all of the funds of the School
District over which the School District has the ability to exercise direct operating control.

Note 2 - Summary of Significant Accounting Policies

The financial statements of the School District have been prepared in conformity with generally accepted
accounting principles (GAAP) as applied to local governmental units. The Governmental Accounting
Standards Board (GASB) is the accepted standard-setting body for establishing governmental accounting and
financial reporting principles. The School District also applies Financial Accounting Standards Board
(FASB) Statements and Interpretations issued on or before November 30, 1989, to its governmental activities
and proprietary fund provided they do not conflict with or contradict GASB pronouncements. For the year
ended June 30, 2006, the School District has implemented GASB Statement No. 42, “Accounting and
Financial Reporting for Impairment of Capital Assets and for Insurance Recoveries”, Statement No. 46,
“Net Assets Restricted by Enabling Legislation”, and Statement No. 47, “Accounting for Termination
Benefits™.

Statement No. 42 establishes accounting and financial standards for impairment of capital assets and clarifies
and establishes accounting requirements for insurance recoveries.

Statement No. 46 establishes that any amount of the primary government’s net assets at the end of the
reporting period restricted by enabling legislation should be disclosed in the notes to the financial statements.

21



Rittman Exempted Village School District
Notes to the Basic Financial Statements
For the Fiscal Year Ended June 30, 2006

Statement No. 47 provides guidance to governmental employers for measuring, recognizing, and reporting
liabilities and expenses/expenditures related to all termination benefits without limitation as to the period of
time during which the benefits are offered.

There was no effect on fund balances as a result of the implementation of these new Standards. The
following are the most significant of the School District’s accounting policies.

A. Basis of Presentation

The School District's basic financial statements consist of government-wide 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 statement of net assets presents the financial condition of the governmental activities of the School
District at year-end. The statement of activities presents a comparison between direct expenses and program
revenues for each program or function of the School District's governmental activities. Direct expenses are
those that are specifically associated with a service, program or department and therefore clearly identifiable
to a particular function. Program revenues include charges paid by the recipient of the goods or services
offered by the program, grants and contributions that are restricted to meeting the operational or capital
requirements of a particular program and interest earned on grants that is required to be used to support a
particular program. Revenues which are not classified as program revenues are presented as general
revenues of the School District, with certain limitations. The comparison of direct expenses with program
revenues identifies the extent to which each business segment or governmental function is self-financing or
draws from the general revenues of the School District.

Fund Financial Statements During the 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 and proprietary 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 year. A fund is defined as a fiscal
and accounting entity with a self balancing set of accounts. There are three categories of funds:
governmental, proprietary, and fiduciary.

Governmental Funds Governmental funds are those through which most governmental functions typically
are financed. Governmental fund reporting focuses on the sources, uses and balances of current financial
resources. Expendable assets are assigned to the various governmental funds according to the purposes for
which they may or must be used. Current liabilities are assigned to the fund from which they will be paid.
The difference between governmental fund assets and liabilities is reported as fund balance. The following
are the School District's major governmental funds:
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Rittman Exempted Village School District
Notes to the Basic Financial Statements
For the Fiscal Year Ended June 30, 2006

General Fund The General Fund accounts 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 general laws of Ohio.

Ohio School Foundation Commission (OSFC) Building Project Fund  The OSFC Building
Project Fund is used to account for the receipts and expenditures related to all special bond funds in
the School District. All proceeds from the sale of bonds, notes, or certificates of indebtedness,
except premium and accrued interest, must be paid in this fund. Expenditures recorded here
represent the costs of acquiring capital facilities including real property.

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

Proprietary Funds Proprietary fund reporting focuses on the determination of operating income, changes in
net asset, financial position and cash flows. The following are the School District’s proprietary fund types:

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 District on a cost reimbursement
basis. The School District’s only Internal Service Fund accounts for a self-insurance program for
employee medical, dental and prescription drug benefits.

Fiduciary Funds 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. The School District's Agency Fund accounts for student activities.

C. Measurement Focus

Government-wide Financial Statements The government-wide financial statements are prepared using the
economic resources measurement focus. All non-fiduciary assets and all liabilities associated with the
operation of the School District are included on the statement of net assets.

Fund Financial Statements All governmental funds are accounted for using a flow of current financial
resources measurement focus. With this measurement focus, only current assets and current liabilities
generally are included on the balance sheet. The statement of revenues, expenditures and changes in fund
balances reports on the sources (i.e., revenues and other financing sources) and uses (i.e., expenditures and
other financing uses) of current financial resources. This approach differs from the manner in which the
governmental activities of the government-wide financial statements are prepared. Governmental fund
financial statements therefore include a reconciliation with brief explanations to better identify the
relationship between the government-wide statements and the statements for governmental funds.

Like the government-wide statements, all proprietary fund types are accounted for on a flow of economic
resources measurement focus. All assets and all liabilities associated with the operation of these funds are
included on the statement of net assets. The statement of 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 its proprietary fund activities.
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Rittman Exempted Village School District
Notes to the Basic Financial Statements
For the Fiscal Year Ended June 30, 2006

Fiduciary funds are reported using the economic resources measurement focus and are excluded from the
government-wide financial statements.

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. Proprietary and fiduciary
funds also use the accrual basis of accounting. Differences in the accrual and the modified accrual basis of
accounting arise in the recognition of revenue, the recording of deferred revenue, and in the presentation of
expenses versus expenditures.

Revenues - Exchange and Non-Exchange Transactions Revenue 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 accrual 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, available means expected to be received within sixty days of
the fiscal year-end.

Nonexchange transactions, in which the School District receives value without directly giving equal value in
return, include property taxes, grants, entitlements and donations. Revenue from property taxes is
recognized in the fiscal year for which the taxes are levied. (See Note 6.) Revenue from grants, entitlements
and donations is recognized in the fiscal year in which all eligibility requirements have been satisfied.
Eligibility requirements include timing requirements, 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 a modified accrual basis,
revenue from nonexchange 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/Unearned Revenue Deferred/unearned 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, 2006, but which were levied to
finance fiscal year 2007 operations, have been recorded as deferred/unearned revenue. Grants and
entitlements received before the eligibility requirements are met are also recorded as deferred/unearned
revenue.

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

Expenses/Expenditures On the accrual basis of accounting, expenses are recognized at the time they are
incurred. The fair value of donated commodities used during the year is reported in the fund financial
statements as intergovernmental revenue and an expenditure of food service operations. In addition, this
amount is reported on the statement of activities as an expense with a like amount reported within the
“Operating Grants and Contributions” program revenue account.
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Rittman Exempted Village School District
Notes to the Basic Financial Statements
For the Fiscal Year Ended June 30, 2006

Under the modified accrual basis, the measurement focus of governmental fund accounting is on decreases in
net financial 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 governmental funds.

E. Cash and Cash Equivalents

To improve cash management, cash received by the School District is pooled. Monies for all funds,
including proprietary funds, are maintained in this pool. Individual fund integrity is maintained through
School District records. Each fund’s interest in the pool is presented as "Equity in Pooled Cash and Cash
Equivalents” on the financial statements.

During fiscal year 2006, the School District had investments included a repurchase agreement account and
deposits in STAROhio (the State Teacher’s Investment Pool). See Note 5 for a full listing of the School
District’s investments. Except for nonparticipating investment contracts, investments are reported at fair
value, which is based on quoted market prices. Nonparticipating investment contracts, such as repurchase
agreements, are reported at cost.

The School District has invested funds in the State Treasury Asset Reserve of Ohio (STAROhio) during
fiscal year 2006. 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. STARONhio 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 STARONhio are valued at STARONhio’s share price, which is the price
the investment could be sold for on June 30, 2006.

For presentation on the financial statements, investments of the cash management pool and investments with
maturity of three months or less at the time they are purchased by the School District are considered to be
cash equivalents. Investments with an initial maturity of more than three months that are not purchased from
the pool are reported as investments.

Following Ohio statutes, the Board of Education has, by resolution, identified the funds to receive an
allocation of interest. Interest revenue credited to the General Fund during fiscal year 2006 amounted to
$118,693, which includes $50,243 assigned from other School District funds.

F. Restricted Assets

Assets are reported as restricted when limitations on their use change the normal understanding of the
availability of the asset. Such constraints are either imposed by creditors, contributors, grantors, or laws of
other governments or imposed by enabling legislation. Restricted assets include amounts required by statute
to be set aside for the purchase of textbooks and capital improvements. See Note 17 for additional
information regarding set-asides.

G. Capital Assets

General capital assets are those assets not specifically related to activities reported in the proprietary funds.
These assets generally result from expenditures in the governmental funds. These 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.
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Rittman Exempted Village School District
Notes to the Basic Financial Statements
For the Fiscal Year Ended June 30, 2006

All capital assets are capitalized at cost (or estimated historical cost) and updated for additions and
retirements during the year. Donated capital assets are recorded at their fair market values as of the date
received. The School District maintains a capitalization threshold of $500. The School District does not
possess any infrastructure. Improvements are capitalized; the costs of normal maintenance and repairs that do
not add to the value of the asset or materially extend an asset's life are not.

All reported capital assets except land and construction in p