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SYCAMORE COMMUNITY SCHOOL DISTRICT
Schedule of Expenditures of Federal Awards
Year Ended June 30, 2008

Pass Through Federal
Entity CFDA Federal Federal
Federal Grantor/Program Title Number Number Revenues Expenditures
U.S. Department of Agriculture:
(Passed through Ohio Department of Education)
Food Donation n/a 10.550 85,320 85,320
Nutrition Cluster:
School Breakfast Program 05PU-2008 10.553 45,453 45,453
National School Lunch Program LLP4-2008 10.555 293,616 293,616
Nutrition Cluster Total 339,069 339,069
Total U.S. Department of Agriculture 424,389 424,389
U.S. Department of Education:
(Passed through Ohio Department of Education)
Title | Grants to Local Educational Agencies C1S1-2008 84.010 224,575 230,181
Special Education Cluster:
Special Education - Grants to States 6BSF-2007 84.027 102,222 134,850
Special Education - Grants to States 6BSF-2008 84.027 1,091,678 1,044,651
Special Education - Preschool Grants PGS1-2008 84.173 25,959 25,959
Special Education Cluster Total 1,219,859 1,205,460
Safe and Drug-Free Schools and Communities - State Grants DRS1-2007 84.186 - 1,519
Safe and Drug-Free Schools and Communities - State Grants DRS1-2008 84.186 12,955 13,117
12,955 14,636
State Grants for Innovative Programs C2S1-2007 84.298 504 -
State Grants for Innovative Programs C2S1-2008 84.298 7,960 7,578
8,464 7,578
Education Technology State Grants TJS1-2008 84.318 2,048 3,378
English Language Acquisition Grants T3S1/T3S2 84.365 2,005 9,143
English Language Acquisition Grants T3S1/T3S2 84.365 67,007 64,794
69,012 73,937
Improving Teacher Quality State Grants TRS1-2007 84.367 21,354 23,059
Improving Teacher Quality State Grants TRS1-2008 84.367 132,992 132,828
154,346 155,887
(Passed through Great Oaks Institute of Technology
and Career Development)
Career and Technical Education - Basic Grants to States n/a 84.048 12,738 12,738
Total U.S. Department of Education 1,703,997 1,703,795
Total Federal Awards 2,128,386 2,128,184

NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS:

NOTE A - SIGNIFICANT ACCOUNTING POLICIES

The schedule of expenditures of federal awards is a summary of the activity of the School District's federal award programs. The

schedule has been prepared on the cash basis of accounting.

NOTE B - FOOD DONATION

Nonmonetary assistance is reported in the schedule at the fair market value of the commodities received and disbursed.

NOTE C - CHILD NUTRITION CLUSTER

Cash receipts from the U.S. Department of Agriculture are commingled with State grants. It is assumed federal monies are expended first.



STRENGTH IN NUMBERS

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON COMPLIANCE
AND OTHER MATTERS BASED ON AUDIT OF FINANCIAL STATEMENTS PERFORMED
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

To the Board of Education
Sycamore Community School District:

We have audited the accompanying financial statements of the governmental activities, each major fund,
and the aggregate remaining fund information of the Sycamore Community School District (the “School
District”) as of and for the year ended June 30, 2008, which collectively comprise the School District’'s
basic financial statements and have issued our report thereon dated December 19, 2008. We conducted
our audit in accordance with auditing standards generally accepted in the United States of America and
the standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States.

Internal Control Over Financial Reporting

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

Our consideration of internal control over financial reporting was for the limited purpose described in the
preceding paragraph and would not necessarily identify all deficiencies in internal control that might be
significant deficiencies or material weaknesses. However, as discussed below, we identified certain
deficiencies in internal control over financial reporting that we consider to be significant deficiencies.

A control deficiency exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent or detect
misstatements on a timely basis. A significant deficiency is a control deficiency, or combination of control
deficiencies, that adversely affects the entity’s ability to initiate, authorize, record, process, or report
financial data reliably in accordance with generally accepted accounting principles such that there is more
than a remote likelihood that a misstatement of the entity’s financial statements that is more than
inconsequential will not be prevented or detected by the entity’s internal control. We consider the
deficiency labeled as 2008-1 and described in the accompanying schedule of findings and questioned costs
to be a significant deficiency in internal control over financial reporting.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in
more than a remote likelihood that a material misstatement of the financial statements will not be
prevented or detected by the entity’s internal control.



Our consideration of internal control over financial reporting was for the limited purpose described in the
first paragraph of this section and would not necessarily identify all deficiencies in internal control that
might be significant deficiencies and, accordingly, would not necessarily disclose all significant
deficiencies that are also considered to be material weaknesses. However, we believe that the significant
deficiency described above is not a material weakness.

Compliance And Other Matters

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

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

This report is intended solely for the information and use of the School District's management, the Board
of Education, others within the entity, the Ohio Auditor of State and federal awarding agencies and pass-
through entities and is not intended to be and should not be used by anyone other than those specified
parties.

(lak | Skt takZZH 2

Cincinnati, Ohio
December 19, 2008



STRENGTH IN NUMBERS

REPORT ON COMPLIANCE WITH REQUIREMENTS APPLICABLE TO EACH MAJOR
PROGRAM AND ON INTERNAL CONTROL OVER COMPLIANCE IN ACCORDANCE
WITH OMB CIRCULAR A-133

To the Board of Education
Sycamore Community School District:

Compliance

We have audited the compliance of the Sycamore Community School District (the “School District”) with
the types of compliance requirements described in the U.S. Office of Management and Budget (OMB)
Circular A-133 Compliance Supplement that are applicable to each of its major federal programs for the
year ended June 30, 2008. The School District's major federal programs are identified in the summary of
auditors’ results section of the accompanying schedule of findings and questioned costs. Compliance
with the requirements of laws, regulations, contracts and grants applicable to each of its major federal
programs is the responsibility of the School District's management. Our responsibility is to express an
opinion on the School District's compliance based on our audit.

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

In our opinion, the School District complied, in all material respects, with the requirements referred to
above that are applicable to each of its major federal programs for the year ended June 30, 2008.

Internal Control Over Compliance

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



A control deficiency in an entity’s internal control over compliance exists when the design or operation of
a control does not allow management or employees, in the normal course of performing their assigned
functions, to prevent or detect noncompliance with a type of compliance requirement of a federal program
on a timely basis. A significant deficiency is a control deficiency, or combination of control deficiencies,
that adversely affects the entity’s ability to administer a federal program such that there is more than a
remote likelihood that noncompliance with a type of compliance requirement of a federal program that is
more than inconsequential will not be prevented or detected by the entity’s internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in
more than a remote likelihood that material compliance with a type of compliance requirement of a federal
program will not be prevented or detected by the entity’s internal control.

Our consideration of the internal control over compliance was for the limited purpose described in the first
paragraph of this section and would not necessarily identify all deficiencies in internal control that might
be significant deficiencies or material weaknesses. We did not identify any deficiencies in internal control
over compliance that we consider to be material weaknesses, as defined above.

Schedule of Expenditures of Federal Awards

We have audited the financial statements of the governmental activities, each major fund, and the
aggregate remaining fund information of the School District, as of and for the year ended June 30, 2008,
and have issued our report thereon dated December 19, 2008. Our audit was performed for the purpose
of forming our opinions on the financial statements that collectively comprise the School District’s basic
financial statements. The accompanying schedule of expenditures of federal awards is presented for
purposes of additional analysis as required by OMB Circular A-133 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.

This report is intended solely for the information and use of the School District's management, the Board
of Education, others within the entity, the Ohio Auditor of State and federal awarding agencies and pass-
through entities and is not intended to be and should not be used by anyone other than those specified
parties.

C.&ﬁé( 5:4%{ /M%g’,

Cincinnati, Ohio
December 19, 2008



SYCAMORE COMMUNITY SCHOOL DISTRICT
Schedule of Findings and Questioned Costs
Year Ended June 30, 2008

Section | - Summary of Auditors’ Results
Financial Statements

Type of auditors’ report issued:

Internal control over financial reporting:

. Material weakness(es) identified?

e  Significant deficiency(ies) identified not
considered to be material weaknesses?

Noncompliance material to the financial statements noted?
Federal Awards

Internal control over major programs:

e  Material weakness(es) identified?

e  Significant deficiency(ies) identified not
considered to be material weaknesses?

Type of auditors’ report issued on compliance for major programs:

Any audit findings that are required
to be reported in accordance with
510(a) of Circular A-1337?

Identification of major programs:
Nutrition Cluster:
CFDA 10.553 — School Breakfast Program
CFDA 10.555 — National School Lunch Program
Special Education Cluster:
CFDA 84.027 — Special Education — Grants to States
CFDA 84.173 — Special Education — Preschool Grants

Dollar threshold to distinguish between
Type A and Type B Programs:

Auditee qualified as low-risk audtiee?

unqualified
none
yes

none

none
none

unqualified

no

$300,000

yes



Section Il - Financial Statement Findings
Finding 2008-1 — Restated Financial Statements

As disclosed in Note 17 of the financial statements, the School District restated the June 30, 2007
fund balance of the General Fund and net assets of governmental activities by approximately $3.1
million due to errors in the accounting of cash held by fiscal agents related to Certificates of
Participation (COPS) debt transactions which occurred in 1998 and 2001. The errors were detected
when the School District refunded the outstanding 1998 COPS with a new COPS obligation.

Management response: In June, 2008, the district took advantage of lower interest rates to
refund a Certificates of Participation (COP) issue originally issued in 1998 for additions fto
Sycamore High School. As a result of this transaction, the district has been made aware that
funds held in reserve by fiscal agents, Huntington Bank and US Bank, for this COP and for a
COP jssued for the construction of Blue Ash Elementary, respectively, should have been included
in its financial statements. While the transaction that prompted this correction deals only with the
High School CORP issue, the district has made the same correction for the Blue Ash Elementary
transaction issued in 2001. The district had not been advised to include these funds in its
financial statements when these transactions originally occurred.

The following is additional information on the use of the funds. A portion of the funds in question
were held as a requirement of the COP and will continue to be held and be included in future
financial statements. This is due to a requirement to reserve an amount equal to the final
payment for each of these issues. These funds will be used to retire these issues. The remaining
funds were used as part of the 2008 refunding by reducing the principal owed on the High School
COPS. By utilizing these funds for this purpose, the cost of this debt was reduced by
approximately $240,000 per year through 2019 to the taxpayer. It should be noted that the funds
held by the fiscal agent have been invested with all earnings used to offset a portion of annual
interest costs of the COP’s.

Section lll - Federal Award Findings and Questioned Costs
None.
Section IV — Summary of Prior Audit Findings and Questioned Costs

None.
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Adrienne C. James, Ed. D., Superintendent
Frank Forsthoefel, Assistant Superintendent
Keith W. Kelly, Ph. D., Assistant Superintendent
Beth A. Weber, Treasurer

December 19, 2008
To The Citizens and Board of Education of the Sycamore Community School District:

The Comprehensive Annual Financial Report [CAFR] of the Sycamore Community School
District [District] for the fiscal year ended June 30, 2008, is hereby submitted. This report,
prepared by the Treasurer's office, includes an unqualified opinion from the Clark, Schaefer,
Hackett and Co. and conforms to generally accepted accounting principles as applicable to
governmental entities. Responsibility for both the accuracy of the data presented and the
completeness and fairness of the presentation, including all disclosures, rests with the District.
This report will provide the taxpayers of the Sycamore Community School District with
comprehensive financial data in a format which will enable them to gain an understanding of the
District's financial affairs.

Copies of this report will be widely distributed throughout the District. A copy will be sent to all
school buildings, the Greater Cincinnati Chamber of Commerce, the major businesses located
within the District, other governments in Hamilton County, the branches of the Hamilton County
Public Library located within the District, Moody's and Standard and Poor's financial rating
services, major banks, realtors, the District Planning Commission and any other interested parties
upon request.

THE REPORTING ENTITY AND SERVICES PROVIDED

The District provides a full range of traditional and non-traditional educational programs and
services. These include elementary and secondary curriculum offerings at the general, college
preparatory, advanced placement, gifted, special education and vocational levels; a broad range
of co-curricular and extra-curricular activities; adult and community education offerings and
community recreation activities.

The District receives pass through grants from the State and distributes these grants to
parochial/private schools located within the District. This activity is included in the entity as the
Auxiliary Services Special Revenue Fund, because of the District's administrative involvement
in the program. The parochial/private schools served are: Cincinnati Hills Christian Academy,
Ursuline Academy, Archbishop Moeller High School, Blue Ash Educational Building, and The
Schilling School for Gifted Children. While these organizations share operational and service
similarity with the District, each is a legally separate and distinct entity. Because of their
independent nature, none of these organizations are included in this report.

4881 Cooper Road ° Cincinnati, Ohio 45242-6996 © (513) 686-1700 ° Fax (513) 791-4873 o www.sycamoreschools.org
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ECONOMIC CONDITION AND OUTLOOK

The District is located in southwestern Ohio, a suburb of Cincinnati, in the northeast part of
Hamilton County. Approximately 56.9% of the District's tax base consists of agricultural and
residential properties; the remainder is composed of a wide range of manufacturing, commercial
and other business properties. The overall economic outlook for the area remains stable with low
unemployment rates and low inflationary pressures.

The District is continually challenged by the responsibility bestowed upon it by the community
at large. We are always striving to provide the very best opportunities to every student, while
carefully guarding the District's resources.

THE DISTRICT AND ITS FACILITIES

Located in Hamilton County, north of Cincinnati, the Sycamore Community School District
serves a population of approximately 35,600 people. Within the District boundaries are the
Cities of Blue Ash and Montgomery, portions of Sycamore and Symmes Townships and small
portions of the Cities of Evendale and Loveland. These growing and thriving communities are a
blend of residential, business, high technology, and light industrial areas. Convenient access to
interstate highways I-71, I-75 and interstate connector [-275 has helped in the spectacular growth
of the area during the last thirty years. The greater Cincinnati area has long been known as one
of the premier areas to live and work in the United States.

The District has a very strong industrial base in Blue Ash, along with a stable tax base in
Symmes and Sycamore Townships and the City of Montgomery. The diversity of the tax base
has protected the District during what have been unstable economic times through much of the
nation and region.

In 2007-2008, the District housed 5,625 students in one high school, one junior high, one
middle school, and four elementary schools. Enrollment listed below includes pre-
kindergarten at Symmes Elementary of 75 students and 42 joint vocational students at
Sycamore High School who are educated at the Great Oaks Vocational School.

viii



Constructed

2002

1960

2003

1989

1964

1926

1974

School Address

Blue Ash Elementary
9541 Plainfield Road

Maple Dale Elementary
6100 Hagewa Road

Montgomery Elementary
9609 Montgomery Road

Symmes Elementary
3173 Springdale Road

E.H. Greene Intermediate
5200 Aldine Drive

Sycamore Junior High
5757 Cooper Road

Sycamore High School
7400 Cornell Road

ORGANIZATION OF THE SCHOOL DISTRICT

The Board of Education is a five member body politic and corporate, as defined by Section
3313.02 of the Ohio Revised Code. The Board serves as the taxing authority, contracting body,
policy maker, and ensures that all the general laws of the State of Ohio are followed in the
expenditures of the District’s tax dollars and approves the annual appropriation resolution and

tax budget.

The Board members represent a cross section of professions in the community. The board
members on June 30, 2008, were as follows:

Board Member
Diane Adamec

Jill Cole

Mary Overman

J. Kenneth Richter

Jean Staubach

Began Service
January, 2006
January, 2008
January, 2002
January, 2004

January, 1998

Term Expires

December, 2009
December, 2011
December, 2009
December, 2011

December, 2009

X

Enrollment

As of October 2007

472

432

522

487

874

895

1,943

Profession
Former P & G Manager
Co-owner/Real-Estate
Retired Teacher
Retired Executive

Safety Specialist



The Superintendent is the chief executive officer of the District, responsible directly to the Board
for all educational and support operations. The Superintendent is Dr. Adrienne James. Dr. James
has dedicated 24 years of her career to the Sycamore Community Schools. After teaching 8
years, she served as Assistant Principal at Blue Ash Elementary and was promoted to Principal in
1992. She became Assistant Superintendent to Sycamore Community Schools in 2004 and
Superintendent in 2006. She received her undergraduate degree from Wittenberg University, her
Master’s degree from Xavier University and her doctorate from the University of Cincinnati.

The Treasurer of the District is Beth Weber. Ms. Weber joined the Sycamore administrative
team in January 1999, bringing with her eight years of experience as a public school treasurer in
Ohio. She received undergraduate degrees in finance and business economics, as well as a
Master’s in Business Administration, from Miami University in Oxford, Ohio. Ms. Weber is a
member of the Ohio Association of Business Officials.

EMPLOYEE RELATIONS

In 2007-2008 the District employed 468 certified personnel and 334 non-certified personnel.

The starting salary for a teacher with a bachelor’s degree for the period beginning August 1,
2008 will be $38,145. The maximum teacher salary in 2008-2009 will be $87,645.

The Sycamore Education Association (SEA), an affiliate of the Ohio Education Association
(OEA), represents certificated employees of the District. The District and the SEA have
entered into a collective bargaining agreement that expires July 31, 2011.

Classified employees are represented by the Ohio Association of Public School Employees.
The District and OAPSE entered into a three-year collective bargaining agreement which
expires June 30, 2010.

SERVICES PROVIDED

The District provides a wide variety of educational and support services, as mandated by the
Ohio Revised Code or board directives.

The food service department served 379,243 plate lunches through the District’s seven kitchens.
This is accomplished through the full operation of three kitchens and four satellite sites. The
District currently offers a breakfast program at all seven sites serving 40,422 breakfasts in 2007-
2008.

In addition to transportation and school lunch support services, students in the District also
receive guidance, psychological, and limited health services free of charge. The guidance
services are designed to help students match their natural skills with vocational and/or academic
programs to help them achieve their full potential in life. Psychological services include the
testing and identification of students for special education and gifted programs. Health services
are provided by licensed nurses at each of the seven school sites.



The District offers regular instructional programs daily to students in grades K-12. Over 600
students receive special services, due to physical or mental handicapping conditions. Gifted
services are provided in grades three and four in the area of math and in grades five and six in the
areas of math and language arts. Accelerated offerings are available in English, Math, Science
and Social Studies in grades seven and eight. Advanced placement classes are provided at the
high school in the areas of English, Math, Science, Social Studies, Art, Global Languages, and
Computer Science. The District presented 477 high school diplomas in June, 2008.

CURRENT INITIATIVES

Strateqgic Planning

The District spent the 2007-2008 school developing a new strategic plan. The district also
adopted a seven stage strategic planning process in which faculty parents, students and
community members had the opportunity to be involved. The process of creating a strategic plan
enabled the district to review its priorities, assess its effectiveness and determine the need for re-
direction. As a result of the process, three priorities were identified as the focus for 2008-09.
They are:

e Identify and implement progressive approaches to the educational delivery system that
promote rigor and relevance for all learners.

e Create systems to promote two-way communication with all shareholders in order to
create a culture of awareness, inclusiveness, trust and ownership.

e Respect the investment of the taxpayers by providing responsible management of
resources as we continue our commitment to student success.

On-line Fee Payment

Beginning in the 2007-2008 school year, parents were able to pay student academic fees and add
funds to child nutrition balances on-line through the district’s parent portal. Last year over
$450,000 in fees and child nutrition sales were collected through the on-line system. Options to
pay fees for extra-curricular activities and full-day kindergarten tuition have been added.

FUTURE INITIATIVES

Ohio Core Graduation Requirements

The Ohio Legislature’s lame duck session in 2006 passed a new set of graduation requirements
beginning with the Class of 2014, the district’s current 70 graders. The new Ohio Core still
requires 20 credits for graduation, but it expands math requirements from 3 to 4, including
Algebra II. The Ohio Core also specifies that fine arts and foreign language credits may be taken
in grades 7-12 with decisions about high school credit for those classes left up to local districts.
Finally, the Ohio Core requires that all students take at least a half credit in financial literacy.

X1



Sycamore currently meets most of the mandates of the Ohio Core legislation including requiring
21.5 credits for graduation. The district is in the process of review of course offerings in grades
7-12 to ensure that students can meet the Core requirements. Opportunity to earn high school
credit for select courses taken at the junior high will be available. In the fall of 2010, the district
will begin offering a .5 credit in financial literacy.

Foreign Languages at Sycamore

As part of the new Ohio Core Graduation requirements, the State Board of Education
commissioned the State Foreign Language Advisory Council to make recommendations about
foreign language instruction in Ohio. Those recommendations came out in a report entitled
Passport to the Future: Ohio’s Plan for World Languages which was approved and adopted by
the State Board in December, 2007. The report made several recommendations which will be
drafted into law by 2014. Among them were the following: the need to provide foreign
language programming in grades prekindergarten-16; the need to build language capacity to spur
economic growth in the State; the need to increase foreign language exposure and proficiency
among Ohio’s students; the need to deliver instruction through multiple means; the need to grant
proficiency-based credit to students in grades seven through twelve; and the need to increase
foreign language teacher capacity in the State.

As a result of these recommendations and as part of Sycamore’s planning for the Ohio Core, the
district provided information this fall to students, teachers, and parents and asked for their
feedback on the recommendations through focus groups and surveys. Two direct results of that
communication effort are the implementation of two full years of high school credit for foreign
language in grades seven through eight and the implementation of a Mandarin Chinese language
program in grades seven through twelve, both beginning in 2009-2010. Foreign language
instruction as part of the regular school day in grades kindergarten through six is under review.

Student Information System Conversion

In 2008 a team was formed to review the current student information system and to select a
replacement system. Based on the work of this team, a new system provided by the
Hamilton/Clermont Cooperative Association will be implemented for the 2009-2010 school year.
Conversion to the new system will occur during the 2008-2009 school year.

Relevant Financial Policies

In June of 2006, the State legislature passed House Bill 66. House Bill 66 phases out the tax on
tangible personal property of general business, telephone and telecommunications companies,
and railroads. The tax on general business and railroad property began being phased out in 2007
and will be eliminated by 2009. The tax on telephone and telecommunication property will
begin being phased out in 2009 and will be eliminated by 2011. The tax is being phased out by
reducing the assessment rate on the property each year. In the first five years, the District will be
reimbursed fully for the lost revenue; in the following seven years, the reimbursements will be
phased out.
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FINANCIAL INFORMATION

The District's accounting system is organized on a "fund" basis. Each fund is a distinct, self-
balancing entity. Records for general governmental operations are maintained on a budgetary
basis system of accounting as prescribed by State statute. Cash basis accounting differs from
generally accepted accounting principles [GAAP] as promulgated by the Governmental
Accounting Standards Board [GASB].

INTERNAL ACCOUNTING AND BUDGETARY CONTROL

The management of the District is responsible for establishing and maintaining an internal
control structure designed to ensure that the assets of the District are protected from loss, theft, or
misuse and to ensure that adequate accounting data are compiled to allow for the preparation of
financial statement in conformity with GAAP. Internal accounting controls are designed to
provide reasonable, but not absolute, assurance regarding: (1) the safeguarding of assets against
loss from unauthorized use or disposition and (2) the reliability of financial records for preparing
financial statements and maintaining accountability for assets. The concept of reasonable
assurance is based on the assumption that: (1) the cost of internal accounting controls should not
exceed the benefits expected to be derived from their implementation; and (2) the valuation of
cost and benefits requires estimates and judgments by management.

The District utilizes a fully automated accounting system as well as an automated system of
control for fixed assets and payroll. These systems, coupled with the manual auditing of each
voucher prior to payment, ensures that the financial information generated is both accurate and
reliable.

At the beginning of each fiscal year, the Board adopts a temporary appropriation measure. The
Board then adopts a permanent appropriation measure in September.

Annual appropriations may not exceed the County Budget Commission's official estimate of
resources. The County Auditor must certify that the Board's appropriation measures, including
any supplements or amendments, do not exceed the amount set forth in the latest of those official
estimates.

All disbursements and transfers of cash between funds and functions require appropriation
authority from the Board. Budgets are controlled at the function level within a fund. All purchase
order requests must be approved by the individual program managers and certified by the
Treasurer; necessary funds are then encumbered and purchase orders are released to vendors.

The accounting system used by the District allows on-line immediate financial reports which
detail year-to-date expenditures and encumbrances versus the original appropriation plus any
additional appropriations made to date. The financial statements are available to each approved
District user and budget authority.
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As an additional safeguard, all employees involved with receiving and depositing funds are
covered by a blanket bond and certain individuals in policy-making roles are covered by a
separate, higher bond.

The basis of accounting and the various funds utilized by the District are fully described in the
notes to the general purpose financial statements. Additional information on the District's
budgetary accounts can also be found in the notes to the general purpose financial statements.

FINANCIAL CONDITION

This is the fifth year the District has prepared financial statements following GASB Statement
34, "Basic Financial Statements - and Management's Discussion and Analysis -- for State and
Local Governments." GASB 34 creates new basic financial statements for reporting on the
School District's financial activities as follows:

Government-wide financial statements These statements are prepared on an accrual
basis of accounting which is similar to the basis of accounting followed by businesses.
The government-wide statements of the District present governmental activities.

Fund financial statements These statements present information for individual major
funds rather than by fund type. Non-major funds are presented in total in one column.
Governmental funds use the modified accrual basis of accounting and include
reconciliation to the governmental activities accrual information presented in the
government-wide financial statements. Fiduciary funds use the accrual basis of
accounting.

Statement of budgetary comparisons These statements present comparisons of actual
information to the legally adopted budget. The budgetary basis as provided by law is
based upon accounting for certain transactions on a basis of cash receipts, disbursements
and encumbrances.

As part of this reporting model, management is responsible for preparing a Management's
Discussion and Analysis of the District, which follows this letter of transmittal, providing an
assessment of the District's finances for 2008 and the outlook for the future.

CASH MANAGEMENT

Begun in fiscal year 1991, the District's cash management program addresses the issue of safety,
liquidity, and yield while maximizing returns. The District uses the Star Ohio program
investment pool operated by the Treasurer of State for ready cash and yield. Certificates of
deposit and obligations of the United States Treasury are utilized for both short and intermediate
terms. Treasury notes, treasury bills and agency notes are utilized for longer-term investments.
Investment earnings for all funds during the fiscal year were $2,365,279.
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The District's investment policy is to minimize market risk while maintaining a competitive yield
on its portfolio. Accordingly, deposits were either insured by FDIC or collateralized. By law,
financial institutions may establish a collateral pool to cover all public deposits. The face value
of the pooled collateral must equal at least 105 percent of public funds deposited. Collateral is
held by trustees including the Federal Reserve Bank and designated third party trustees of the
financial institutions.

RISK MANAGEMENT

The District constantly faces the risk of loss of assets by fire, storm, theft, accident or other
catastrophes. Generally, the District shifts the burden of such losses by entering into a casualty
insurance contract whereby an insurance company, in consideration of a premium payment,
assumes the risk of all or a portion of these losses. During fiscal year 2008, the District
contracted with Indiana Insurance for general liability, property, boiler and machinery insurance.

The District maintains an umbrella liability policy with limits of $10,000,000 each occurrence,
$10,000,000 aggregate.

Boiler and machinery coverage has a $1,000 deductible with a $50,000,000 limit of liability per
accident. School leader’s errors and omissions liability is protected by Indiana Insurance
Company with a $1,000,000 each occurrence, $1,000,000 aggregate limit.

Vehicles are covered by Indiana Insurance Company with a $500 deductible for comprehensive
and a $500 deductible for collision.

Public officials’ bond insurance is provided by Backus Insurance Company. The Treasurer,
Superintendent and Board President are covered by bonds in the amounts $100,000, $25,000,
and $25,000 respectively. Honesty Blanket Position Coverage is $15,000 per employee.

Employee health insurance is provided by Humana.
INDEPENDENT AUDIT

Provisions of State statute require that the District's financial statements be subjected to an
annual examination by an independent auditor. The Clark, Schaefer, Hackett and Co.'s
unqualified opinion rendered on the District's basic financial statements, combining statements
and individual fund schedules, is included in the financial section of this Comprehensive Annual
Financial Report. Pursuant to statute, the State prescribes a uniform accounting system to
standardize accounting classification and financial reporting for all units of local education
agencies in Ohio: The District adopted and has been in conformance with that system.
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AWARDS

GFOA Certificate of Achievement for Excellence in Financial Reporting

The Government Finance Officers Association of the United States and Canada [GFOA]
awarded a Certificate of Achievement to the District for its comprehensive annual financial
report for the fiscal year ended June 30, 2007. The Certificate of Achievement is a prestigious
national award recognizing conformance with the highest standards for preparation of state and
local government financial reports.

In order to be awarded a Certificate of Achievement, a government unit must publish an easily
readable and efficiently organized Comprehensive Annual Financial Report, whose contents
conform to program standards. Such reports must satisfy both generally accepted accounting
principles and applicable legal requirements.

A Certificate of Achievement is valid for a period of one year only. We believe our current
report continues to conform to the Certificate of Achievement program requirements, and we are

submitting it to the GFOA.

ASBO Certificate of Excellence in Financial Reporting

The Association of School Business Officials International [ASBO] awards a Certificate of
Excellence in Financial Reporting to school districts that publish Comprehensive Annual
Financial Reports which substantially conform to the principles and standards of financial
reporting as recommended and adopted by the Association of School Business Officials. The
award is granted only after an intensive review of the financial report by all expert panel of
certified public accountants and practicing school business officials.

The District received the Certificate of Excellence in Financial Reporting for the fiscal year
ended June 30, 2007. The District believes that the Comprehensive Annual Financial Report for
fiscal year June 30, 2008, which will be submitted to ASBO for review, will conform to ASBO's
principles and standards.
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STRENGTH IN NUMBERS

INDEPENDENT AUDITORS’ REPORT

To the Board of Education
Sycamore Community School District:

We have audited the accompanying financial statements of the governmental activities, each major
fund, and the aggregate remaining fund information of the Sycamore Community School District (the
“School District”) as of and for the year ended June 30, 2008, 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 the
financial statements based on our audit.

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

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the government activities, each major fund, and the aggregate remaining
fund information of the Sycamore Community School District as of June 30, 2008, and the respective
changes in financial position, thereof for the year then ended in conformity with accounting principles
generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated December
19, 2008 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 grant agreements and
other matters. The purpose of that report is describe the scope of our testing of internal control over
financial reporting and compliance and the results of that testing, and not to provide an opinion on the
internal control over financial reporting or on compliance. That report is an integral part of an audit
performed in accordance with Government Auditing Standards and should be considered in assessing
the results of our audit.

105 east fourth street, ste. 1500
cincinnati, oh 45202

www.cshco.com
p. 513.241.3111
f. 513.241.1212

cincinnati | columbus | dayton | middletown | springfield
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The management’s discussion and analysis and the budgetary comparison information on pages 3
through 11 and 47 through 49, are not a required part of the basic financial statements but are
supplementary information required by accounting principles generally accepted in the United States of
America. We have applied certain limited procedures, which consisted principally of inquiries of
management regarding methods of measurement and presentation of the required supplementary
information. However, we did not audit the information and express no opinion on it.

Our audit was conducted for the purposes of forming opinions on the financial statements that
collectively comprise the School District’s basic financial statements. The introductory section,
combining and individual nonmajor fund financial statements and schedules, and statistical section are
presented for purposes of additional analysis and are not a required part of the basic financial
statements. The combining and individual nonmajor fund financial statements and schedules have
been subjected to the auditing procedures applied in the audit of the basic financial statements and, in
our opinion, are fairly stated in all material respects in relation to the basic financial statements taken as
a whole. The introductory and statistical sections have not been subjected to the auditing procedures
applied in the audit of the basic financial statements and, accordingly, we express no opinion on them.

(lak | Skt takZZH 2

Cincinnati, Ohio
December 19, 2008



SYCAMORE COMMUNITY SCHOOL DISTRICT

MANAGEMENT’S DISCUSSION AND ANALYSIS
For the Fiscal Year Ended June 30, 2008
(Unaudited)

The discussion and analysis of Sycamore Community School District’s financial performance provides an
overall review of the District’s financial activities for the fiscal year ended June 30, 2008. The intent of
this discussion and analysis is to look at the District’s financial performance as a whole; readers should
also review the transmittal letter, notes to the basic financial statements and financial statements to
enhance their understanding of the District’s performance.

Financial Highlights
Key financial highlights for 2008 are as follows:

e Net assets of governmental activities increased $1,215,728 which represents a 1.8% increase from
2007.

e General revenues accounted for $75,796,967 in revenue or 90.8% of all revenues. Program specific
evenues in the form of charges for services and sales, grants and contributions accounted for
$7,688,076 or 9.2% of total revenues of $83,485,043 .

e The District had $82,269,315 in expenses related to governmental activities; $7,688,076 of these
expenses were offset by program specific charges for services, grants or contributions. General
revenues of $75,796,967 were also used to provide for these programs.

OVERVIEW OF THE FINANCIAL STATEMENTS

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 District as a financial whole, an entire operating
entity. The statements then proceed to provide an increasingly detailed look at specific financial
activities.

The Statement of Net Assets and Statements of Activities provide information about the activities of the
whole District, presenting both an aggregate view of the 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 at the District’s most significant funds with all other nonmajor
funds presented in total in one column. The General Fund is the major fund of the District.



Government-wide Financial Statements

While this document contains the large number of funds used by the District to provide programs and
activities, the view of the District as a whole looks at all financial transactions and asks the questions,
“How did we do financially during 2008?” The Government-wide Financial Statements answers this
question. These statements include all assets and liabilities using the accrual basis of accounting similar
to the accounting used by most private-sector companies. This basis of accounting takes into account all
of the current year’s revenues and expenses regardless of when cash is received or paid.

These two statements report the District’s net assets and changes in those assets. This change in net
assets is important because it tells the reader that, for the District as a whole, the financial position has
improved or diminished. The causes of this change may be the result of many factors, both financial and
non-financial. Non-financial factors include the District’s property tax base, current property tax laws in
Ohio restricting revenue growth, facility conditions, required educational programs and other factors.

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

e Governmental Activities — The District’s programs and services are reported here and include
instruction, support services, operation of non-instructional services, extracurricular activities and
interest and fiscal charges.

Fund Financial Statements

The analysis of the District’s major funds is presented in the Fund Financial Statements (see Table of
Contents). Fund financial reports provide detailed information about the District’s major funds. The
District uses many funds to account for a multitude of financial transactions. However, these fund
financial statements focus on the District’s most significant funds.

Governmental Funds Most of the 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 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.



The District as a Whole

As stated previously, the Statement of Net Assets looks at the District as a whole. Table 1 provides a
summary of the District’s net assets for 2008 compared to 2007 Restated:

Table 1
Net Assets
Governmental Activities
2008 2007 Restated
Assets:
Current and Other Assets $105,627,189 $106,909,682
Capital Assets 63,241,536 66,073,956
Total Assets 168,868,725 172,983,638
Liabilities:
Other Liabilities 44,880,322 46,376,766
Long-Term Liabilities 54,534,452 58,368,649
Total Liabilities 99,414,774 104,745,415
Net Assets:
Invested in Capital Assets, Net of Related Debt 17,465,004 15,750,943
Restricted 9,258,251 11,510,511
Unrestricted 42,730,696 40,976,769
Total Net Assets $69,453,951 $68,238,223
$200,000,000
$150,000,000 O Net Assets
H Liabilities
$100,000,000
O Assets
$50,000,000
$0
2008 2007

Over time, net assets can serve as a useful indicator of a government’s financial position. At June 30,
2008, the District’s assets exceeded liabilities by $69,453,951 .

At year-end, capital assets represented 37% of total assets. Capital assets include land, land
improvements, buildings, buildings and improvements, and equipment and vehicles. Capital assets, net of
related debt to acquire the assets at June 30, 2008, was $17,465,004. These capital assets are used to
provide services to the students and are not available for future spending. Although the District’s
investment in capital assets is reported net of related debt, it should be noted that the resources to repay
the debt must be provided from other sources, since capital assets may not be used to liquidate these
liabilities.



A portion of the District’s net assets, $9,258,251 represents resources that are subject to external
restriction on how they must be used. The external restriction will not affect the availability of fund
resources for future use.

The capital assets for the District decreased from the prior year due to the depreciation expense for the
year being greater than the current year additions. Other liabilities decreased from the prior year due to a
decrease in the amount of deferred revenues, which was due to a decrease in the amount of taxes
receivable (due to the passage of HB 66 the elimination of personal property tax). Long-Term liabilities
decreased from the prior year due to the District making regularly scheduled debt payments and the
advance refunding of the District’s 1998 Certificates of Participation (see note 8 in the notes to the basic
financial statements for more information). Invested in capital assets, net of related debt increased from
the prior year due to the District’s overall debt decreased greater than the decrease in capital assets for the
year.

Table 2 shows the changes in net assets for fiscal years 2008 and 2007 Restated.

Table 2
Changes in Net Assets

Governmental Activities

2008 2007 Restated
Revenues:
Program Revenues
Charges for Services $3,348,630 $3,048,190
Operating Grants, Contributions 4,210,331 3,955,895
Capital Grants and Contributions 129,115 396,862
General Revenues:
Property Taxes 58,378,013 64,572,924
Grants and Entitlements 14,889,069 12,039,485
Other 2,529,885 3,385,840
Total Revenues 83,485,043 87,399,196
Program Expenses:
Instruction 44,224,707 41,567,848
Support Services:
Pupil and Instructional Staff 9,702,925 9,218,180
School Administrative, General
Administration, Fiscal and Business 6,799,126 7,059,916
Operations and Maintenance 7,664,935 8,041,486
Pupil Transportation 4,176,090 4,365,961
Central 1,838,122 1,777,167
Operation of Non-Instructional Services 3,566,667 3,963,295
Extracurricular Activities 1,683,696 1,671,841
Interest and Fiscal Charges 2,613,047 2,051,643
Total Program Expenses 82,269,315 79,717,337
Change in Net Assets 1,215,728 7,681,859
Net Assets Beginning of Year 68,238,223 60,556,364
Net Assets End of Year $69,453,951 $68,238,223




The District revenues came from mainly two sources. Property taxes levied for general purposes, debt
service and grants and entitlements comprised 87.7% of the District’s revenues for governmental
activities.

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

Thus Ohio districts dependent upon property taxes are hampered by a lack of revenue growth and must
regularly return to the voters to maintain a constant level of service. Property taxes made up 69.9% of
revenue for governmental activities for Sycamore Community School District in fiscal year 2008. The
District’s reliance upon tax revenues is demonstrated in the following graph:

Percent
Revenue Sources 2008 of Total 2.83% 0.20%
General Grants $14,889,069 17.83% 17.83%
Program Revenues 7,688,076 9.21% 921%
General Tax Revenues 58,378,013 69.93%
Investment Earnings 2,365,279 2.83% 69.93%
Other Revenues 164,606 0.20%

$83,485,043 100.00%

Instruction comprises 53.75% of governmental program expenses. Support services expenses were
36.69% of governmental program expenses. All other expenses and interest expense was 9.56%. Interest
expense was attributable to the outstanding bond and borrowing for capital projects.

Tax revenues decreased from prior year due to the phasing out of personal property tax and the decrease
in the amount of taxes available for advance at year end. Intergovernmental revenues increased from
2007 due to the District receiving more grant monies throughout the year (i.e., including from the state of
Ohio for the personal property tax reimbursement due to the phase out of these revenues, etc.) Instruction
expenses increased over the prior year due to increases in personnel costs and other general inflationary
factors. Support services expenses remained relatively consistent from 2007 to 2008.



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 government 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.

Table 3
Governmental Activities
Total Cost of Services Net Cost of Services
2008 2007 2008 2007
Instruction $44,224,707 $41,567,848 ($42,582,387) ($40,027,014)
Support Services:
Pupil and Instructional Staff 9,702,925 9,218,180 (8,407,793) (7,929,942)
School Administrative, General
Administration, Fiscal and Business 6,799,126 7,059,916 (6,760,791) (7,022,358)
Operations and Maintenance 7,664,935 8,041,486 (7,560,721) (7,990,052)
Pupil Transportation 4,176,090 4,365,961 (4,102,656) (4,318,831)
Central 1,838,122 1,777,167 (1,797,474) (1,719,591)
Operation of Non-Instructional Services 3,566,667 3,963,295 372,511 (450,922)
Extracurricular Activities 1,683,696 1,671,841 (1,128,881) (806,037)
Interest and Fiscal Charges 2,613,047 2,051,643 (2,613,047) (2,051,643)
Total Expenses $82,269,315 $79,717,337 ($74,581,239) ($72,316,390)

The District’s Funds

The District has one major governmental fund: the General Fund. Assets of this fund comprised
$94,797,025 (90%) of the total $105,495,656 governmental funds assets.

General Fund:

Assets of the General Fund increased $1,830,961 during the fiscal year. General Fund liabilities at June
30, 2008 was $45,527,408 which is mostly comprised of accrued wages and benefits and deferred
revenue.

Fund balance at June 30, 2008 was $49,269,617 including $27,910,847 of unreserved balance, which
represents 40% of expenditures for fiscal year 2008. Fund balances of the General Fund increased
$720,070 during the year.

During the year, revenues decreased 3.3%. Taxes revenue decreased $4,889,023, while
intergovernmental revenues increased $3,000,872 in 2008. Expenditures increased 3.0% during the fiscal
year.



General Fund Budgeting Highlights

The 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 2008, the District amended its general fund budget
numerous times. The District uses site-based budgeting and the budgeting systems are designed to tightly
control total site budgets but provide flexibility for site management. During the course of the year, the
District revised the Budget in an attempt to deal with unexpected changes in revenues and expenditures.

For the General Fund, final budget basis revenue was $76,326,359, compared to original budget estimates
of $73,027,490. Of the $3,298,869 difference, most was due to a conservative estimate for taxes and
intergovernmental revenue.

The District’s ending unobligated actual fund balance for the General Fund was $1,073,083 below the
final budgeted amount.

Capital Assets and Debt Administration
Capital Assets

At fiscal year end, the District had $63,241,536 invested in capital assets. Table 4 shows fiscal 2008
balances compared to fiscal 2007:

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

Governmental Activities

2008 2007
Land $1,602,371 $1,602,371
Land Improvements 2,290,572 2,495,895
Buildings 22,844,172 23,595,422
Buildings and Improvements 34,815,058 36,680,318
Equipment and Vehicles 1,689,363 1,699,950
Total Net Capital Assets $63,241,536 $66,073,956

Overall, capital assets decreased due to depreciation expense being greater than new purchases less the
deletions for the year.

See Note 6 in the Notes to the Basic Financial Statements for further details on the District’s capital
assets.



Debt

At fiscal year end, the District had $45,974,474 in bonds and capital leases payable, $2,358,922 due
within one year. Table 5 summarizes bonds and capital leases outstanding at year end.

Table 5
Outstanding Debt, at Year End

Governmental Activities

2008 2007
General Obligation Bonds:

Symmes Refunding $195,353 $323,599
Bond Issue I 100,000 200,000
Bond Issue 11 7,130,000 8,075,000
Bond Issue 111 2,595,000 2,900,000

Stadium Renovation Bonds 750,000 920,000

2006 Refunding
Refunded Bonds 23,350,000 23,490,000

Capital Appreciation Bonds
Principal 809,985 809,985
Interest 197,942 77,207
Premium on Bonds 1,160,552 1,233,102
Deferred Amount (984,358) (1,045,880)

Subtotal Bonds 35,304,474 36,983,013

Capital Lease Payable:

Sycamore High School 6,090,000 8,595,000

Blue Ash Elementary 4,580,000 4,745,000

Subtotal Capital Leases Payable 10,670,000 13,340,000

Total Outstanding Debt at Year End $45,974,474 $50,323,013

In 1998 the District passed a 2.39 mill bond issue, providing $45 million for two new elementary
buildings along with facility improvements at the other elementary schools, and the intermediate, junior
high and high schools. The District maintains an AA+ bond rating from Standard and Poor’s.

See Notes 7-8 in the Notes to the Basic Financial Statements for further details on the District’s
outstanding debt.

For the Future

A challenge facing the School District is the future of state funds. On December 11, 2002, the Ohio
Supreme Court found the state's school funding system unconstitutional but declined to retain jurisdiction
of the matter meaning the decision included no timeline for compliance or accountability for lack of
compliance. The School District is currently unable to determine what effect, if any, this decision will
have on its future State funding and on its financial operations.
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In June of 2006, the State legislature passed House Bill 66. House Bill 66 phases out the tax on tangible
personal property of general business, telephone, and telecommunications companies, and railroads. The
tax on general business and railroad property began being phased out in 2006 and will be eliminated by
2009. The tax on telephone and telecommunication property will begin being phased out in 2009 and will
be eliminated by 2011. The tax is being phased out by reducing the assessment rate on the property each
year. In the first five years, school districts are being reimbursed fully for the lost revenue; in the
following seven years, the reimbursements are phased out.

This scenario requires management to plan carefully and prudently to provide the resources to meet
student needs over the next several years.

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

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

receives. If you have questions about this report or need additional financial information, contact Beth
Weber, Treasurer at Sycamore Community School District, 4881 Cooper Road, Cincinnati, Ohio 45242.
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Sycamore Community School District, Ohio
Statement of Net Assets
June 30, 2008

Assets:
Equity in Pooled Cash and Investments
Restricted Cash and Investments
Equity in Pooled Cash and Investments with Fiscal Agent
Receivables:

Taxes

Accounts

Interest

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

Total Assets

Liabilities:
Accounts Payable
Accrued Wages and Benefits
Accrued Interest Payable
Unearned Revenue
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:
Special Revenue
Debt Service
Capital Projects
Set-Aside
Unrestricted

Total Net Assets

See accompanying notes to the basic financial statements.

Governmental
Activities

$45,095,408
468,958
999,834

58,150,495
8,097
199,055
468,062
170,591
66,689
1,602,371

61,639,165

168,868,725

406,978
9,069,939
290,132
35,113,273

3,399,930

51,134,522

99,414,774

17,465,004

507,110
7,816,802
465,381
468,958
42,730,696

560453951
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Sycamore Community School District, Ohio

Statement of Activities
For the Fiscal Year Ended June 30, 2008

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

Totals

Program Revenues

Net (Expense) Revenue
and Changes in Net Assets

Charges for Operating Grants  Capital Grants Governmental
Expenses Services and Sales and Contributions and Contributions Activities

$36,183,141 $752,986 $617,415 $0 ($34,812,740)
7,754,586 126,192 38,762 0 (7,589,632)
2,405 0 0 0 (2,405)
284,575 106,965 0 0 (177,610)
4,490,050 0 388,219 0 (4,101,831)
5,212,875 10,324 896,589 0 (4,305,962)
41,267 0 0 0 (41,267)
5,027,678 37,635 700 0 (4,989,343)
1,645,935 0 0 0 (1,645,935)
84,246 0 0 0 (84,246)
7,664,935 75,099 0 29,115 (7,560,721)
4,176,090 0 73,434 0 (4,102,656)
1,838,122 0 40,648 0 (1,797,474)

3,566,667 1,784,614 2,154,564 0 372,511
1,683,696 454,815 0 100,000 (1,128,881)
2,613,047 0 0 0 (2,613,047)
$82,269,315 $3,348,630 $4,210,331 $129,115 (74,581,239)

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

Grants and Entitlements not Restricted to Specific Programs

Investment Earnings

Refunds and Reimbursements
Other Revenues

Total General Revenues
Change in Net Assets

Net Assets Beginning of Year, Restated

Net Assets End of Year

See accompanying notes to the basic financial statements.
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55,578,570
2,799,443
14,889,069
2,365,279
13,957
150,649

75,796,967

1,215,728

68,238,223

$69.,453,951




Sycamore Community School District, Ohio
Balance Sheet

Governmental Funds

June 30, 2008

Assets:
Equity in Pooled Cash and Investments
Restricted Cash and Investments
Equity in Pooled Cash and Investments with Fiscal Agent
Receivables:

Taxes

Accounts

Interest

Intergovernmental

Interfund
Inventory

Total Assets

Liabilities and Fund Balances:
Liabilities:

Accounts Payable

Accrued Wages and Benefits
Compensated Absences
Interfund Payable

Deferred Revenue

Total Liabilities

Fund Balances:
Reserved for Encumbrances
Reserved for Inventory
Reserved for Property Tax Advances
Reserved for Debt Service
Reserved for Set-Aside
Unreserved, Undesignated, Reported in:
General Fund
Special Revenue Funds
Debt Service Funds
Capital Projects Funds

Total Fund Balances
Total Liabilities and Fund Balances

See accompanying notes to the basic financial statements.

Other Total
Governmental Governmental

General Funds Funds
$37,799,767 $7,295,641 $45,095,408
468,958 0 468,958
999,834 0 999,834
55,251,212 2,899,283 58,150,495
7,891 206 8,097
199,055 0 199,055
0 468,062 468,062
39,058 0 39,058
31,250 35,439 66,689
94,797,025 10,698,631 105,495,656
325,659 81,319 406,978
8,722,869 347,070 9,069,939
696,206 0 696,206
0 39,058 39,058
35,782,674 2,152,756 37,935,430
45,527,408 2,620,203 48,147,611
242,728 511,440 754,168
31,250 35,439 66,689
19,616,000 1,055,000 20,671,000
999,834 0 999,834
468,958 0 468,958
27,910,847 0 27,910,847
0 696,422 696,422
0 5,732,413 5,732,413
0 47,714 47,714
49,269,617 8,078,428 57,348,045
$94,797,025 $10,698,631 $105,495,656
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Sycamore Community School District, Ohio
Reconciliation of Total Governmental Fund Balance to
Net Assets of Governmental Activities

June 30, 2008

Total Governmental Fund Balance

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

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

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

Delinquent Property Taxes
Interest
Intergovernmental

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

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

Compensated Absences

Deferred bond issuance cost associated with long-term liabilities

are not reported in the funds.

Long-term liabilities, are not due and payable in the current
period and therefore are not reported in the funds.

Net Assets of Governmental Activities

See accompanying notes to the basic financial statements.

$2,366,222
147,462
308,473
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$57,348,045

63,241,536

2,822,157

(290,132)

(7,863,772)

170,591

(45,974,474)

$69,453,951



Sycamore Community School District, Ohio
Statement of Revenues, Expenditures

and Changes in Fund Balance
Governmental Funds
For the Fiscal Year Ended June 30, 2008

Revenues:

Taxes

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

Total Revenues

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

Total Expenditures
Excess of Revenues Over (Under) Expenditures
Other Financing Sources (Uses):
Proceeds from Sale of Capital Assets
Payments to Refunding Certificate of Participation Escrow Agent
Issuance of Refunding Certificate of Participation
Transfers In
Transfers (Out)
Total Other Financing Sources (Uses)
Net Change in Fund Balance

Fund Balance Beginning of Year, Restated

Fund Balance End of Year

See accompanying notes to the basic financial statements.
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Other Total
Governmental Governmental
General Funds Funds
$56,096,792 $2,820,088 $58,916,880
841,418 228,154 1,069,572
2,413,333 12,275 2,425,608
14,651,415 4,117,605 18,769,020
0 462,525 462,525
0 1,707,201 1,707,201
329,368 307,031 636,399
74,332,326 9,654,879 83,987,205
31,577,652 883,290 32,460,942
7,673,417 71,214 7,744,631
2,405 0 2,405
284,575 0 284,575
4,055,054 419,301 4,474,355
4,475,781 751,681 5,227,462
41,267 0 41,267
5,116,049 1,500 5,117,549
1,590,540 42,631 1,633,171
82,073 0 82,073
7,387,098 55,206 7,442,304
3,984,042 183,990 4,168,032
1,620,364 64,288 1,684,652
10,711 3,556,160 3,566,871
857,887 680,253 1,538,140
18,064 824,618 842,682
665,000 1,788,246 2,453,246
613,414 1,799,324 2,412,738
70,055,393 11,121,702 81,177,095
4,276,933 (1,466,823) 2,810,110
3,645 0 3,645
(8,206,158) 0 (8,206,158)
6,090,000 0 6,090,000
0 1,444,350 1,444,350
(1,444,350) 0 (1,444,350)
(3,556,863) 1,444,350 (2,112,513)
720,070 (22,473) 697,597
48,549,547 8,100,901 56,650,448
$49,269,617 $8,078,428 $57,348,045




Sycamore Community School District, Ohio

Reconciliation of the Statement of Revenues, Expenditures, and Changes
in Fund Balance of Governmental Funds to the Statement of Activities
For the Fiscal Year Ended June 30, 2008

Net Change in Fund Balance - Total Governmental Funds $697,597

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

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

Capital assets used in governmental activities $460,886
Depreciation Expense (3,292,640)
(2,831,754)
Governmental funds only report the disposal of assets to the
extent proceeds are received from the sale. In the statement
of activities, a gain or loss is reported for each disposal. The
amount of the proceeds must be removed and the gain or loss
on the disposal of capital assets must be recognized. This is the
amount of the difference between the proceeds and the gain or loss. (666)
Revenues in the statement of activities that do not provide
current financial resources are not reported as revenues in
the funds.
Delinquent Property Taxes ($538,866)
Interest (60,329)
Intergovernmental 94,054
(505,141)
Repayment of bond and capital lease principal is an expenditure in the
governmental funds, but the repayment reduces long-term
liabilities in the statement of net assets. 2,453,246
Payments to the refunding certificate of participation escrow agent
that exceed the issuance of the new certificate of participation
are not reported in the funds. 2,005,000
In the statement of activities interest expense is accrued when incurred,
whereas in governmental funds an interest expenditure is reported
when due. 31,218
Some expenses reported in the statement of activities do not require the
use of current financial resources and therefore are not reported as
expenditures in governmental funds.
Compensated Absences ($513,403)
Amortization of Bond Issuance Cost (10,662)
Amortization of Bond Premium 72,550
Amortization of Deferred Charge on Refunding (61,522)
Bond Accretion (120,735)
(633,772)
Change in Net Assets of Governmental Activities $1,215,728

See accompanying notes to the basic financial statements.
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Sycamore Community School District, Ohio
Statement of Fiduciary Net Assets
Fiduciary Funds

June 30, 2008

Private Purpose

Trust Agency
Assets:
Equity in Pooled Cash and Investments $28,211 $97,271
Receivables:

Accounts 0 10,000
Total Assets 28,211 107,271
Liabilities:

Accounts Payable 0 33
Other Liabilities 0 107,238
Total Liabilities 0 $107,271
Net Assets:

Held in Trust 28211

Total Net Assets $28,211

See accompanying notes to the basic financial statements.
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Sycamore Community School District, Ohio
Statement of Changes in Fiduciary Net Assets
Fiduciary Fund

For the Fiscal Year Ended June 30, 2008

Private Purpose

Trust

Additions:

Donations $9,789
Investment Earnings 1,234
Total Additions 11,023
Deductions:

Scholarships 10,550
Total Deductions 10,550
Change in Net Assets 473
Net Assets Beginning of Year 27,738
Net Assets End of Year $28,211

See accompanying notes to the basic financial statements.
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1.

2.

SYCAMORE COMMUNITY SCHOOL DISTRICT
NOTES TO BASIC FINANCIAL STATEMENTS
For the Fiscal Year Ended June 30, 2008

DESCRIPTION OF THE DISTRICT

The District was chartered by the Ohio State Legislature in 1949. In 1863 State laws were enacted
to create the local Boards of Education. Today, the Sycamore Community School District
("District") operates under current standards prescribed by the Ohio State Board of Education as
provided in division (D) of Section 3301.07 and Section 199.01 of the Ohio Revised Code.

The District operates under a locally elected five-member Board form of government and provides
educational services as authorized by its charter or further mandated by state and/or federal
agencies. This Board controls the District's instructional and support facilities staffed by 334 non-
certified personnel and 477 certificated personnel to provide services to students and other
community members.

The District is the 6th largest in Hamilton County in terms of enrollment. It currently operates 4
elementary schools, 1 intermediate school (grades 5-6), 1 junior high school (grades 7-8), and 1
high school (grades 9-12).

REPORTING ENTITY

In accordance with Governmental Accounting Standards Board [GASB] Statement 14, the
financial reporting entity consists of a primary government. The District is a primary
government because it is a special-purpose government that has a separately elected governing
body, is legally separate, and is fiscally independent of other state and local governments.

There are no component units combined with the District for financial statement presentation
purposes, and it is not included in any other governmental reporting entity. Consequently, the
District's financial statements include only the funds of those organizational entities for which its
elected governing body is financially accountable. The District's major operations include
education, pupil transportation, food service, and maintenance of District facilities.

The District is associated with two organizations that are defined as jointly governed
organizations. These organizations include Hamilton/Clermont Cooperative Association and
Great Oaks Institute of Technology and Development. These organizations are presented in
Note 13.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

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

Government-wide Financial Statements

The 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.

The government-wide statements are prepared using the economic resources measurement focus.
All assets and liabilities associated with the operation of the District are included on the
statement of net assets. Fiduciary Funds are not included in entity-wide statements.

The government-wide statement of activities presents a comparison between direct expenses and
program revenues for each function or program of the 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. The District allocates certain indirect costs.
The indirect costs are included as part of the program expense reported for individual functions
and activities. Program revenues include charges paid by the recipient of the goods or services
offered by the program and contributions that are restricted to meeting the operational or capital
requirements of a particular program. Revenues which are not classified as program revenues
are presented as general revenues of the District, with certain limited exceptions. The
comparison of direct expenses with program revenues identifies the extent to which each
governmental function is self-financing or draws from the general revenues of the District.

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
reconciliations with brief explanations to better identify the relationship between the
government-wide statements and the statements for governmental funds.

Fiduciary Funds are reported using the 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.
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FUND ACCOUNTING

The 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 District functions or activities. A fund is defined as a fiscal and accounting
entity with a self-balancing set of accounts. The various funds of the District are grouped into
the categories governmental and fiduciary. The focus of government fund financial statements is
on major funds rather than reporting funds by type. Each major fund is presented in a separate
column. Nonmajor funds are aggregated and presented in a single column.

Governmental Funds

Governmental funds focus 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 is the District’s major
governmental fund:

General Fund - The general fund is used to account for all financial resources
except those required to be accounted for in another fund. The general fund
balance is available for any purpose provided it is expended or transferred
according to the general laws of Ohio.

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 District under a trust agreement for individuals, private organizations,
or other governments and are therefore not available to support the District’s own
programs. Agency funds are custodian in nature (assets equal liabilities) and do not
involve measurement of results of operations. The District’s only fiduciary funds are a
private purpose trust which accounts for scholarship programs for students, and an
agency fund which accounts for assets and liabilities generated by student managed
activities.

BASIS OF ACCOUNTING

Basis of accounting determines when transactions are recorded in the financial records and
reported on the financial statements. Government-wide financial statements are prepared using
the accrual basis of accounting. Governmental funds use the modified accrual basis of
accounting. Fiduciary 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.
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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 District, available
means expected to be received within sixty days of fiscal year end.

Nonexchange transactions, in which the District receives value without directly giving
equal value in return, included property taxes, grants, entitlements and donations. On an
accrual basis, revenue from property taxes is recognized in the fiscal year for which the
taxes are levied. 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 year when use is first permitted, matching requirements, in
which the District must provide local resources to be used for a specified purpose, and
expenditure requirements, in which the resources are provided to the 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 year end: property taxes available for advance, grants
and interest.

Deferred Revenue

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

Property taxes for which there is an enforceable legal claim as of June 30, 2008, but
which were levied to finance fiscal year 2009 operations, have been recorded as deferred
revenue. Grants and entitlements received before the eligibility requirements are met are
also recorded as deferred revenue.

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

Unearned Revenue

Unearned revenue represents amounts under the accrual basis of accounting for which
asset recognition criteria have been met, but for which revenue recognition criteria have
not yet been met because such amounts have not yet been earned.
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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 operating
statement as an expense with a like amount reported as donated commodities revenue.

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 the
governmental funds.

EQUITY IN POOLED CASH AND INVESTMENTS

Cash received by the District is pooled for investment purposes. Interest in the pool is presented
as “equity in pooled cash and investments” on the financial statements.

Except for nonparticipating investment contracts, investments are reported at fair value which is
based on quoted market prices. Nonparticipating investment contracts such as nonnegotiable
certificates of deposits and repurchase agreements are reported at cost.

The District has invested funds in the State Treasury Asset Reserve of Ohio (STAR Ohio) during
fiscal year 2008. STAR Ohio is an investment pool managed by the State Treasurer’s Office,
which allows governments within the State to pool their funds for investment purposes. STAR
Ohio is not registered with the SEC as an investment company but does operate in a manner
consistent with Rule2A7 of the Investment Company Act of 1940. Investments in STAR Ohio
are valued at STAR Ohio’s share price, which is the price the investment could be sold for on
June 30, 2008.

Following Ohio statutes, the Board has, by resolution, specified the funds to receive an allocation
of interest earnings. Interest revenue during fiscal year 2008 credited to the General Fund
amounted to $2,413,333 and $12,275 to Other Governmental Funds.

INVENTORY

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

CAPITAL ASSETS

All capital assets are capitalized at 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 District maintains a capitalization threshold of two thousand dollars
($2,000). The District does not possess any infrastructure. Improvements that add to the value
of an asset or materially extend an asset’s life 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.
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All reported capital assets are depreciated, except land and construction in progress.
Improvements are depreciated over the remaining useful lives of the related capital assets.
Depreciation is allocated using the straight-line method over the following useful lives:

Governmental
Activities
Description Estimated Lives
Land Improvements 20 years
Buildings 45 years
Building Improvements 20 years
Equipment and Vehicles 5-20 years

RESTRICTED ASSETS

Assets are reported as restricted assets when limitations on their use change the normal
understanding of the availability of the asset. Such constraints are either imposed by creditors,
contributors, grantors, laws of other government or imposed by enabling legislation. Restricted
assets include the amount required by state statute to be set aside to create a reserve for budget
stabilization and instructional material.

CASH WITH FISCAL AGENT

The District has equity in pooled cash and investments with fiscal agent in the general fund.
This is a debt service reserve for the District’s certificates of participation.

COMPENSATED ABSENCES

The District reports compensated absences in accordance with the provisions of GASB
Statement No. 16, “Accounting for Compensated Absences.” Vacation benefits are accrued as a
liability as the benefits are earned if the employees’ rights to receive compensation are
attributable to services already rendered and it is probable that the District will compensate the
employees for the benefits through paid time off or some other means. The District records a
liability for accumulated unused vacation time, when earned, for all employees with more than
one year of service.

Sick leave benefits are accrued as a liability using the termination method. The entire
compensated absence liability is reported on the government-wide financial statements.

For governmental fund financial statements, the current portion of unpaid compensated absences
is the amount due to the employee at year end. These amounts are recorded in the account
“compensated absences payable” in the fund from which the employees who have accumulated
unpaid leave are paid. Compensated absences are reported in governmental funds only if they
have matured.
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The District’s policies regarding compensated absences are determined by the state laws and/or

negotiated agreements

. In summary, the policies are as follows:

Vacation Certified Administrators Non-Certificated
How Earned Not Eligible 25-30 days per 10-25 days for each
year or 2.08-2.50 service year depending
per month on length of service
Maximum
Accumulation Not Applicable 30 days Double the annual
Payoffup to 10 accumulation
days/yr. unused
earned
Vested Not Applicable As Earned As Earned
Termination
Entitlement Not Applicable Paid upon Paid upon
termination termination
Sick Leave
How Earned 1 1/4 days per month 1 1/4 days per month 1 1/4 days per month
of employment (15 of employment (15 of employment (15
days per year) days per year) days per year)
Maximum
Accumulation 325 days 325 days 325 days
Vested As Earned As Earned As Earned
Termination
Entitlement 1/3 paid upon 1/3 paid upon 1/3 paid upon
retirement retirement retirement
NET ASSETS

Net assets represent the difference between assets and liabilities. Net assets invested in capital
assets, net of related debt consists of capital assets, net of accumulated depreciation, reduced by
the outstanding balances of any borrowings used for the acquisition, construction or
improvement of those assets. Net assets are reported as restricted when there are limitations
imposed on their use either through the enabling legislation adopted by the District or through
external restrictions imposed by creditors, grantors or laws or regulations of other governments.

The District applies restricted resources when an expense is incurred for purposes for which both
restricted and unrestricted net assets are available. Of the District’s $9,258,251 in restricted net
assets, $0 were restricted by enabling legislation.

FUND BALANCE RESERVES AND DESIGNATIONS

The District reserves those portions of fund equity which are legally segregated for a specific
future use or which do not represent available expendable resources and therefore are not
available for appropriation or expenditure. Unreserved fund balance indicates that portion of
fund equity which is available for appropriation in future periods. Fund equity reserves have
been established for property tax advances, set-asides, inventory, debt service and encumbrances.

26



The reserve for property taxes represents taxes recognized as revenue under generally accepted
accounting principles but not available for appropriation under State statute. The reserve for
set-aside represents monies required to be set aside by State statute to protect against cyclical
changes in revenues and expenditures.

INTERFUND ACTIVITY

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

On the fund financial statements, receivables and payables resulting from short-term interfund
loans are classified as “Interfund Receivables” and “Interfund Payables”. These amounts are
eliminated on the governmental activities columns of the statement of net assets.

As a general rule the effect of interfund (internal) activity has been eliminated from the
government-wide statement of activities. The interfund services provided and used are not
eliminated in the process of consolidation.

ESTIMATES

The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimated and assumptions that affect the amounts
reported in the financial statements and accompanying notes. Actual results may differ from
those estimates.

. EQUITY IN POOLED CASH AND INVESTMENTS

The District maintains a cash and investment pool used by all funds. Each fund type's portion of
this pool is displayed on the statement of net assets and balance sheet as "Equity in Pooled Cash
and Investments."

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

Active Monies - Those monies required to be kept in a "cash" or "near cash" status for
immediate use by the District. Such monies must by law be maintained either as cash in
the District treasury, in depository accounts payable or withdrawable on demand.

Inactive Monies — Those monies not required for use within the current two year period
of designated depositories. Ohio law permits inactive monies to be deposited or invested
as certificates of deposit maturing not later than the end of the current period of
designated depositories, or as savings or deposit accounts, including, but not limited to
passbook accounts.
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Interim Monies — 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. Ohio law
permits interim monies to be invested or deposited in the following securities:

(1

)

©)

4

©)
(6)
(7)

(8)

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

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

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

Interim deposits in the eligible institutions applying for interim monies to
be evidenced by time certificates of deposit maturing not more than one
year from date of deposit, or by savings or deposit accounts, including, but
limited to, passbook accounts.

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

Commercial paper and banker’s acceptances which meet the requirements
established by Ohio Revised Code, Sec. 135.142.

Under limited circumstances, corporate debt interests in either of the two
highest rating classifications by at least two nationally recognized rating
agencies.

Protection of the District's deposits is provided by the Federal Deposit Insurance
Corporation, by eligible securities pledged by the financial institution as security for
repayment, by surety company bonds deposited with the treasurer by the financial
institution or by a single collateral pool established by the financial institution to secure
the repayment of all public moneys deposited with the institution.

Investments in stripped principal or interest obligations, reverse repurchase agreements
and derivatives are prohibited. The issuance of taxable notes for the purpose of arbitrage,
the use of leverage and short selling are also prohibited. An investment must mature
within five years from the date of purchase unless matched to a specific obligation or
debt of the District, and must be purchased with the expectation that it will be held to

maturity.
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Investments may only be made through specified dealers and institutions. Payment for
investments may be made only upon delivery of the securities representing the
investments to the treasurer or, if the securities are not represented by a certificate, upon
receipt of confirmation of transfer from the custodian.

The following information classifies deposits and investments by categories of risk as
defined in GASB Statement 3, "Deposits with Financial Institutions, Investments and
Reverse Repurchase Agreements" and amended by GASB Statement 40, “Deposit and
Investment Risk Disclosures”.

Deposits

Custodial credit risk is the risk that in the event of a bank failure, the government’s
deposits may not be returned to it. The District’s policy for deposits is any balance not
covered by depository insurance will be collateralized by the financial institutions with
pledged securities. As of June 30, 2008, $263,687 of the District’s bank balance of
$375,024 was exposed to custodial risk.

Ohio Revised Code Chapter 135, Uniform Depository Act, authorizes pledging of pooled
securities in lieu of specific securities. Specifically, a designated public depository may
pledge a single pool of eligible securities to secure repayment of all public monies
deposited in the financial institution, provided that all times the total value of the
securities so pledged is at least equal to 105% of the total amount of all public deposits
secured by the pool, including the portion of such deposits covered by any federal deposit
insurance.

Investments

As of June 30, 2008, the District had the following investments:

Weighted Average
Fair Value Maturity (Years)

Federal Home Loan Bank $8,559,370 0.62
Federal Home Loan Bank - Discount Notes 2,139,818 0.63
Federal Home Loan Mortgage Corporation - Discount Notes 3,568,420 0.35
Federal National Mortgage Association - Discount Notes 2,092,230 0.16
Federal National Mortgage Association 7,568,234 1.43
Federal Farm Credit Banks 5,478,145 1.41
STAR Ohio 1,167,881 0.15
Repurchase Agreement 15,122,422 0.00
Money Market Funds 1,350,016 0.00
Total Fair Value $47,046,536

Portfolio Weighted Average Maturity 0.57

Interest rate risk - In accordance with the investment policy, the District manages its
exposure to declines in fair values by limiting the weighted average maturity of its
investment portfolio.
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Credit Risk — It is the District’s policy to limit its investments that are not obligations of
the U.S. Government or obligations explicitly guaranteed by the U.S. Government to
investments which have a credit quality rating of the top 2 ratings issued by nationally
recognized statistical rating organizations. The District’s investments in Federal Home
Loan Bank, Federal Home Loan Bank - Discount Notes, Federal Home Loan Mortgage
Corporation - Discount Notes, Federal National Mortgage Association - Discount Notes,
Federal National Mortgage Association, Federal Farm Credit Banks and Money Market
Funds were rated AAA by Standard & Poor’s and Fitch Ratings and AAA by Moody’s
Investors Service. Investments in STAR Ohio were rated AAAm by Standard & Poor’s.
The repurchase agreement was not rated.

Concentration of credit risk — The District’s investment policy requires investments to be
diversified to reduce the risk of loss. The District’s policy allows investments in Federal
Agencies or Instrumentalities. The District has invested 18% in Federal Home Loan
Bank, 5% in Federal Home Loan Bank - Discount Notes, 8% in Federal Home Loan
Mortgage Corporation - Discount Notes, 4% in Federal National M