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Dave Yost - Auditor of State

INDEPENDENT ACCOUNTANTS’ REPORT

Orrville City School District
Wayne County

815 North Ella Street
Orrville, Ohio 44667

To the Board of Education:

We have audited the accompanying financial statements of the governmental activities, each major fund,
and the aggregate remaining fund information of Orrville City School District, Wayne County, Ohio, (the
District), as of and for the year ended June 30, 2010, which collectively comprise the District's basic
financial statements as listed in the Table of Contents. These financial statements are the responsibility
of the District's management. Our responsibility is to express opinions on these financial statements
based on our audit.

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

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, each major fund, and the aggregate remaining
fund information of Orrville City School District, Wayne County, Ohio, as of June 30, 2010, and the
respective changes in financial position and where applicable, cash flows, thereof and the budgetary
comparison for the General Fund for the year then ended in conformity with accounting principles
generally accepted in the United States of America.

As described in Note 21, the District restated net assets as of July 1, 2009 due to an increase in their
capitalization threshold.

In accordance with Government Auditing Standards, we have also issued our report dated March 11,
2011, on our consideration of the District’s internal control over financial reporting and our tests of its
compliance with certain provisions of laws, regulations, contracts and grant agreements and other
matters. While we did not opine on the internal control over financial reporting or on compliance, that
report describes the scope of our testing of internal control over financial reporting and compliance and
the results of that testing. That report is an integral part of an audit performed in accordance with
Government Auditing Standards. You should read it in conjunction with this report in assessing the
results of our audit.

101 Central Plaza South, 700 Chase Tower, Canton, Ohio 44702-1509
Phone: 330-438-0617 or 800-443-9272 Fax: 330-471-0001
www.auditor.state.oh.us
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Orrville City School District
Wayne County

Independent Accountants’ Report
Page 2

Accounting principles generally accepted in the United States of America require this presentation to
include Management’s Discussion and Analysis, as listed in the Table of Contents, to supplement the
basic financial statements. Although this information is not part of the basic financial statements, the
Governmental Accounting Standards Board considers it essential for placing the basic financial
statements in an appropriate operational, economic, or historical context. We have applied certain limited
procedures to the required supplementary information in accordance with auditing standards generally
accepted in the United States of America, which consisted of inquiries of management about the methods
of preparing the information and comparing the information for consistency with management’s responses
to our inquiries, the basic financial statements, and other knowledge we obtained during our audit of the
basic financial statements. We do not express an opinion or provide any assurance on the information
because the limited procedures do not provide us with sufficient evidence to express an opinion or
provide any other assurance.

We conducted our audit to opine on the financial statements that collectively comprise the District’s basic
financial statements taken as a whole. The Federal Awards Receipts and Expenditures Schedule
provides additional information required by the U.S. Office of Management and Budget Circular A-133,
Audits of States, Local Governments, and Non-Profit Organizations, and is not a required part of the basic
financial statements. The Federal Awards Receipts and Expenditure Schedule is management’s
responsibility, and was derived from and relates directly to the underlying accounting and other records
used to prepare the basic financial statements. This schedule was subject to the auditing procedures we
applied to the basic financial statements. We also applied certain additional procedures, including
comparing and reconciling this information directly to the underlying accounting and other records used to
prepare the basic financial statements or to the basic financial statements themselves, in accordance with
auditing standards generally accepted in the United States of America. In our opinion, this information is
fairly stated in all material respects in relation to the basic financial statements taken as a whole.

)

Dave Yost
Auditor of State

March 11, 2011



Orrville City School District
Management’s Discussion and Analysis
For the Fiscal Year Ended June 30, 2010

The discussion and analysis of the Orrville City School District’s (the “School District”) financial
performance provides an overall review of the School District's financial activities for the fiscal year
ended June 30, 2010. The intent of this discussion and analysis is to look at the School District's
performance as a whole; readers should also review notes to the basic financial statements and financial
statements to enhance their understanding of the School District's financial performance.

Financial Highlights
Key financial highlights for 2010 are as follows:

e General revenues accounted for $33,277,731 in revenue or 88.6 percent of all revenues. Program
specific revenues in the form of charges for services and sales, grants, and contributions
accounted for $4,264,670 or 11.4 percent of total revenues of $37,542,401.

e Total program expenses were $18,788,487.

e In total, net assets increased $18,753,914.

e Outstanding debt decreased from $31,993,433 to $31,655,997 through the payment of debt.
Using this Annual Financial Report

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

The Statement of Net Assets and Statement of Activities provide information about the activities of the
whole School District, presenting both an aggregate view of the School District's finances and a longer-
term view of those finances. Fund financial statements provide the next level of detail. For governmental
funds, these statements tell how services were financed in the short-term as well as what remains for
future spending. The fund financial statements also look at the School District's most significant funds
with all other non-major funds presented in total in one column. In the case of the Orrville City School
District, the general fund, classroom facilities fund and building fund are by far the most significant
funds.

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

A question typically asked about the District’s finances "How did we do financially during fiscal year
2010?7” The Statement of Net Assets and the Statement of Activities answer this question. These
statements include a// 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.



Orrville City School District
Management’s Discussion and Analysis (Continued)
For the Fiscal Year Ended June 30, 2010
(Unaudited)

These two statements report the School District's net assets and changes in those assets. This change in
net assets is important because it tells the reader that, for the School District as a whole, the financial
position of the School District has improved or diminished. The causes of this change may be the result of
many factors, some financial, some not. Non-financial factors include the School District's property tax
base, current property tax laws in Ohio which restrict revenue growth, facility conditions, required
educational programs, and other factors.

In the Statement of Net Assets and the Statement of Activities, all of the School District’s activities are
classified as governmental. Most of the School District’s programs and services are reported here
including instruction, support services, operation and maintenance of plant, pupil transportation, food
services and extracurricular activities.

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

The analysis of the School District’s funds begins on page 8. Fund financial reports provide detailed
information about the School District’s major funds. The School District uses many funds to account for
a multitude of financial transactions. However, these fund financial statements focus on the School
District’s most significant funds. The School District’s major governmental funds are the general fund,
classroom facilities fund and building fund.

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

Proprietary Funds - Proprietary funds have historically operated as enterprise and internal service funds
using the same basis of accounting as business-type activities. The internal service fund accounts for the
self-insurance fund for health insurance coverage and is reported separately as the School District’s only
proprietary fund.

The School District was self-insured for its medical and dental insurance programs until December 1,
2007. On December 1 2007, the School District contracted with Stark County Schools Council of
Governments to provide employee medical/ surgical benefits.

Fiduciary Funds — The School District’s only fiduciary fund is for student managed activities. The
School District’s fiduciary activities are reported in the Statement of Fiduciary Assets and Liabilities. We
exclude those activities from the School District’s other financial statements because the assets cannot be
used by the School District to finance operations.



Orrville City School District
Management’s Discussion and Analysis (Continued)
For the Fiscal Year Ended June 30, 2010
(Unaudited)

Notes to the Financial Statements — The notes provide additional information that is essential to a full
understanding of the data provided in the government-wide and fund financial statements. The notes to
the financial statements begin on page 22.

The School District as a Whole

Recall that the Statement of Net Assets provides the perspective of the School District as a whole. Table 1
provides a summary of the School District's net assets for 2010 compared to 2009:

Table 1
Net Assets
Governmental Activities

Restated

2010 2009
Assets
Current and Other Assets $ 32,258,420 $ 22,879,914
Capital Assets 31,443,359 22,868,297
Total Assets 63,701,779 45,748,211
Liabilities
Long-Term Liabilities 33,334,936 33,699,348
Other Liabilities 9,550,469 9,986,403
Total Liabilities 42,885,405 43,685,751
Net Assets
Invested in Capital Assets,

Net of Related Debt 3,604,748 3,178,751
Restricted 21,540,191 2,132,642
Unrestricted (Deficit) (4,328,565) (3,248,933)
Total Net Assets $ 20,816,374 $ 2,062,460

Total assets increased by $17,953,568. This increase is primarily due to the increase in intergovermental
receivable. The increase in receivables is attributed to the Ohio School Facilities Commission grant being
received but not expended. The contributing factor for the $800,346 decrease in total liabilities was the
reduction of contracts payable due to the completion of the new elementary school.



Orrville City School District
Management’s Discussion and Analysis (Continued)
For the Fiscal Year Ended June 30, 2010
(Unaudited)

Table 2 shows the changes in net assets for fiscal year 2010 compared to 2009.

Table 2
Change in Net Assets
Governmental Activities

2010 2009

Revenues
Program Revenues
Charges for Services and Sales $ 878,671 $ 897,862
Operating Grants, Contributions and Interest 1,607,513 1,670,770
Capital Grants, Contributions and Interest 1,778,486 482,484
Total Program Revenues 4,264,670 3,051,116
General Revenues
Property Taxes 7,265,385 8,252,136
Grants and Entitlements, Not Restricted 7,809,673 7,050,900
Grants and Entitlements, Restricted 18,121,228 0
Investment Earnings 4,688 56,179
Other 76,757 31,511
Total General Revenues 33,277,731 15,390,726
Total Revenues 37,542,401 18,441,842
Program Expenses
Instruction 10,972,189 10,376,810
Support Services:

Pupils and Instructional Staff 1,727,114 1,705,124

Board of Education, Administration,
Fiscal and Business 2,018,534 2,085,237
Operation and Maintenance 1,317,440 1,349,833
Pupil Transportion 541,538 539,401
Central 38,907 51,448
Operation of Non-instructional Services:

Food Service Operations 681,226 701,831

Community Services 26 0
Extracurricular Activities 451,302 428,401
Interest and Fiscal Charges 1,040,211 1,195,496
Total Program Expenses 18,788,487 18,433,581
Increase in Net Assets 18,753,914 8,261
Net Assets Beginning of Year (Restated) 2,062,460 2,054,199
Net Assets End of Year $ 20,816,374 $ 2,062,460




Orrville City School District
Management’s Discussion and Analysis (Continued)
For the Fiscal Year Ended June 30, 2010
(Unaudited)

The vast majority of revenues supporting governmental activities are the general revenues, which
increased by $17,887,005 or 116.2 percent over fiscal year 2009. This increase can be attributed to the
recognition of revenue related to the state portion for the Ohio School Facilities Commission project.
This revenue is the most significant portion of the general revenues, representing 48.3 percent of total
revenue. The unrestricted grants and entitlements revenue consists of State foundation, homestead and
rollback, and personal property and tax exemption and account for 20.8 percent of total revenue. Property
taxes represent 19.4 percent of total revenue and interest and other revenue account for less than 1 percent
of total revenue. The remaining revenue was in the form of program revenues, which totaled $4,264,670
or 11.4 percent of total revenue.

Total expenses increased $354,906 or 1.9 percent over fiscal year 2009. This slight increase can be
attributed to increased costs for salaries and fringe benefits.

Governmental Activities

The School District has carefully planned its financial existence by forecasting its revenues and expenses
over the next five years. The School District’s revenue growth is mostly dependent upon property tax
increases and new construction. Property taxes made up 19.4 percent of revenues for governmental
activities for Orrville City School District in fiscal year 2010. Although the School District relies heavily
upon local property taxes to support its operations, the School District does actively solicit and receive
additional grant and entitlement funds to help offset some operating costs.

Instruction comprises 58.4 percent of governmental program expenses. Additional supporting services
for pupils, staff and business operations encompassed an additional 19.9 percent. The remaining 21.7
percent of program expenses is used for other obligations of the School District such as non-instructional
services, extracurricular activities and interest and fiscal charges.

The Statement of Activities shows the cost of program services and the charges for services and grants
offsetting those services. Table 3 shows, for governmental activities, the total cost of services and the net
cost of services. That is, it identifies the cost of these services supported by tax revenue and unrestricted
State entitlements. Comparisons of 2010 to 2009 have been made in Table 3.



Orrville City School District
Management’s Discussion and Analysis (Continued)
For the Fiscal Year Ended June 30, 2010
(Unaudited)

Table 3
Total and Net Cost of Program Services
Governmental Activities

Total Cost Total Cost Net Cost Net Cost
of Services of Services of Service of Service
2010 2009 2010 2009
Instruction $ 10,972,189 $ 10,376,810  $ (9,611,160) $  (8,663,929)
Support Services:
Pupil and Instructional Staff 1,727,114 1,705,124 (1,605 442) (1,412,536)
Board of Education, Administration,

Fiscal and Business 2,018,534 2,085,237 (1,862,690) (2,075,527)
Operation and Maintenance of Plant 1,317,440 1,349,833 (1,317 .,440) (1,349,833)
Pupil Transportation 541,538 539,401 (433,587) (500,891)
Central 38,907 51,448 (29.,334) (34,4438)

Operation of Non-Instructional Services:
Food Service Operations 681,226 701,831 30,054 (7,971)
Community Services 26 0 (26) 0
Extracurricular Activities 451,302 428,401 1,346,019 (141,834)
Interest and Fiscal Charges 1,040,211 1,195,496 (1,040,211) (1,195,496)
Total $ 18,788,487 $ 18,433,581 $ (14,523 ,817) $ (15,382,465)

Program revenues include charges for services, grants and contributions that are program specific.
Surrounding schools with resident students attending Orrville City School District pay the School District
per pupil under Ohio’s open enrollment plan. The community, as a whole, is by far the primary support
for Orrville City School District students.

The School District’s Funds

Information about the School District’s major funds starts on page 14. These funds are accounted for
using the modified accrual basis of accounting. All governmental funds had total revenues and other
financing sources of $19,409,852 and expenditures of $26,130,007.

In fiscal year 2010, the net change in fund balance in the general fund was $756,164. This was due to a
decrease in revenue over the previous fiscal year. The classroom facilities fund was created in 2010 to
account for the Ohio School Facilities Commission project, and ended the fiscal year with a fund balance
of $974,907. The fund balance in the building fund decreased by $7,107,506, primarily due to debt
proceeds being expended for the construction of a new elementary school.

General Fund Budgeting Highlights

The School District's budget is prepared according to Ohio law and is based on accounting for certain
transactions on a basis of cash receipts, disbursements, and encumbrances. The most significant budgeted
fund is the general fund.

During the course of fiscal year 2010, the School District amended its general fund budget several times.
For the general fund, the final budget basis revenue was $13,797,790 representing a $1,321,255 increase
from the original budget estimate of $12,476,535. Most of this difference was due to an underestimation
of intergovernmental revenues. The School District’s general fund unencumbered cash balance at the end
of the fiscal year was $724,514.



Orrville City School District
Management’s Discussion and Analysis (Continued)
For the Fiscal Year Ended June 30, 2010
(Unaudited)

The original and final general fund appropriations totaled $14,454,711 and $14,604,711, respectively.

The School District uses a site-based budgeting system designed to tightly control total site budgets but
provide flexibility for site management. Building principals are given a per pupil allocation for
textbooks, instructional materials and equipment.

Capital Assets and Debt Administration
Capital Assets

At the end of fiscal year 2010, the School District had $31,443,359 invested in land, construction in
progress, buildings and improvements, furniture and equipment and vehicles. Table 4 shows fiscal year
2010 amounts compared to 2009. More detailed information is presented in Note 8 of the notes to the
basic financial statements.
Table 4
Capital Assets at June 30
Governmental Activities

Restated
2010 2009
Land $ 1,576,075 $ 1,576,075
Buildings and Improvements 27,361,275 15,533,055
Furniture and Equipment 437,321 342,146
Vehicles 177,852 127,802
Construction in Progress 1,890,836 5,289,219
Totals $ 31,443,359 $ 22,868,297

All capital assets, except land and construction in progress are reported net of depreciation. The
$8,575,062 increase in capital assets was attributable to the completion of the new elementary school
building and the donation of an athletic facilities building.

House Bill 345 requires the School District to set aside $171.96 per pupil in each of two areas, one for the
purchase of textbooks and materials related to instruction and the other for capital outlay. For fiscal year
2010, this amounted to $269,100 for each set aside. The School District had qualifying disbursements or
offsets exceeding these requirements for textbooks and instructional materials and capital improvements.
More detailed information is presented in Note 19.

Debt

At June 30, 2010, the School District had $31,655,997 in debt outstanding with $702,447 due within one
year. Table 5 shows fiscal year 2010 amounts compared to 2009.



Orrville City School District
Management’s Discussion and Analysis (Continued)
For the Fiscal Year Ended June 30, 2010
(Unaudited)

Table 5
Outstanding Debt at June 30
Governmental Activities

2010 2009

Capital Lease $ 13,016,770 $ 13,032,614
2008 School Facilities Note 956,000 974,000
2007 School Facilities Refunding Bonds

Serial and Term Bonds 16,775,000 17,075,000

Capital Appreciation Bonds 160,000 160,000

Accrection of Capital Appreciation Bonds 61,748 38,937

Unamortized Premium 686,479 712,882
Total $ 31,655,997 $ 31,993,433

The School District’s total debt decreased by $337,436 during the current fiscal year. The key factor in
this decrease was the payment of debt.

On September 18, 2007, the School District issued $17,670,000 in voted general obligation bonds, which
included serial, term and capital appreciation (deep discount) bonds in the amount of $11,275,000,
$6,235,000 and $160,000, respectively. The bonds refunded $2,670,000 of outstanding 1997 Library
Bonds and $15,000,000 of outstanding 2008 School Facilities Construction and Improvement Notes. The
bonds were issued for a twenty-nine year period with final maturities at December 31, 2035.

On February 28, 2008, the School District entered into a note with the Columbus Regional Airport
Authority for improvements and construction of school facilities, constructing additions to and renovating
and improving school facilities under the Ohio School Facilities Commission Expedited Local
Partnership Program. As part of the agreement, the Columbus Regional Airport deposited $1,000,000
with a trustee. Amounts are paid to contractors by the trustee at the discretion of the School District as
the project progresses. The note will be paid from tax levy proceeds.

More detailed information is presented in Note 12 and Note 13.
Current Issues

The Orrville City School District continues to receive strong support from the residents of the School
District. As the preceding information shows, the School District relies heavily on its local property
taxpayers. The most recent operating levy passed by the residents of the district was a five year
emergency levy approved in May 2010. Prior to that the last new levy was an emergency levy passed in
February 2003. The February 2003 levy was renewed by the voters for five more years in November
2008. The residents approved the renewal of a permanent improvement levy for a continuing period of
time at the May 2005 election. A $16 million bond issue was approved by voters at the May 2009
election. The facility plan of the Board of Education is proceeding according to the plan. The new
elementary school opened in May 2010. Plans are progressing for the renovation/additions to the High
School.
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Orrville City School District
Management’s Discussion and Analysis (Continued)
For the Fiscal Year Ended June 30, 2010
(Unaudited)

Real estate tax collections have shown small increases. The unique nature of property taxes in Ohio
creates the need to routinely seek voter approval for operating funds. The overall revenue generated by a
levy will not increase solely as a result of inflation due to Ohio House Bill 920 (passed in 1976). 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 was 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, school 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 22 percent of
general revenues for governmental activities for the Orrville City School District in fiscal year 2010.

The School District has also been affected by changes in the personal property tax structure (utility
deregulation) commercial business/property uncertainties and the elimination of tangible personal
property taxes. Management has diligently planned expenses so that the last levy has stretched for more
than the five years it was planned. Management has reduced staff through attrition over the past three
years. This has been made increasingly difficult with mandates in gifted education, rising utility costs,
costs of federal No Child Left Behind, increased special education services required for our students, and
significant increases in health insurance and property/liability/fleet insurance.

From a State funding perspective, the State of Ohio was found by the Ohio Supreme Court in March,
1997 to be operating an unconstitutional education system, one that was neither "adequate" nor
"equitable." Since 1997, the State has directed its tax revenue growth toward school districts with little
property tax wealth (which is unlike our District). It is still undetermined whether the State has met the
standards of the Ohio Supreme Court.

The Orrville City School District has not anticipated any meaningful growth in State revenue. The
concern is that, to meet the requirements of the Court, the State may require redistribution of state funding
based upon each district's property wealth. This could have a significant impact on the School District.
How the legislature plans to fund education programs during a weakened economy remains a concern.
The District is preparing for potential cuts in State aid relating to the economic climate.

All scenarios require management to plan carefully and prudently to provide the resources to meet student
needs over the next several years.

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

Contacting the School District's Financial Management

This financial report is designed to provide our citizens, taxpayers, investors, and creditors with a general
overview of the School District's finances and to show the School District's accountability for the money
it receives. If you have any questions about this report or need additional financial information, contact
Mark Dickerhoof, Treasurer of Orrville City Schools, 815 North Ella Street, Orrville, Ohio 44667, e-mail
orvl _mardick@tccsa.net.
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Orrville City School District
Statement of Net Assets
June 30, 2010

Assets
Equity in Pooled Cash and Investments
Cash and Investments in Segregated Accounts
Cash and Investments Held with Trustee
Receivables:

Taxes

Accounts

Intergovernmental
Inventory Held For Resale
Materials and Supplies Inventory
Deferred Charges
Nondepreciable Capital Assets
Depreciable Capital Assets, Net

Total Assets

Liabilities
Accounts Payable
Contracts Payable
Accrued Wages and Benefits
Matured Compensated Absences Payable
Retainage Payable
Accrued Interest Payable
Intergovernmental Payable
Deferred 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:
Capital Projects
Debt Service
Other Purposes
Unrestricted

Total Net Assets

See accompanying notes to the basic financial statements.
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Governmental
Activities

5,465,540
142,855
1,383,693

7,975,203
205
17,043,379
23,349
2,949
221,247
3,466,911
27,976,448

63,701,779

56,138
356,851
1,446,798
116,943
142,855
73,772
577,234
6,779,878

804,375
32,530,561

42,885,405

3,604,748

20,651,959
554,011
334,221

(4,328,565)

20,816,374




Orryville City School District
Statement of Activities
For the Fiscal Year Ended June 30, 2010

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

Operation of Non-Instructional Services:

Food Service Operations

Community Services
Extracurricular Activities
Interest and Fiscal Charges

Total Governmental Activities

Program Revenues

Net (Expense)
Revenue and
Changes in Net Assets

Operating Capital
Charges for Grants, Grants,
Services Contributions, Contributions Governmental
Expenses and Sales and Interest and Interest Activities
$ 8,217,510 $ 299,155 $ 398,807 $ 45,721 $ (7,473,827)
1,223,073 0 570,874 0 (652,199)
247,144 0 45,536 0 (201,608)
55,878 0 0 0 (55,878)
1,228,584 0 936 0 (1,227,648)
812,821 0 104,764 0 (708,057)
914,293 128 16,780 0 (897,385)
103,740 0 0 0 (103,740)
1,435,465 92,660 29,000 0 (1,313,805)
473,170 0 0 34,184 (438,986)
6,159 0 0 0 (6,159)
1,317,440 0 0 0 (1,317,440)
541,538 0 0 107,951 (433,587)
38,907 0 9,573 0 (29,334)
681,226 280,037 431,243 0 30,054
26 0 0 0 (26)
451,302 206,691 0 1,590,630 1,346,019
1,040,211 0 0 0 (1,040,211)
$ 18,788,487 $ 878,671 $ 1,607,513 $ 1,778,486 (14,523,817)

General Revenues
Property Taxes Levied for:
General Purposes
Debt Service
Capital Outlay
Grants and Entitlements not Restricted to Specific Programs
Grants and Entitlements Restricted for Ohio School Facilities Commission
Investment Earnings
Miscellaneous

Total General Revenues
Change in Net Assets
Net Assets Beginning of Year - (Restated - See Note 21)

Net Assets End of Year

See accompanying notes to the basic financial statements.

5,584,415
1,060,005
620,965
7,809,673
18,121,228
4,688
76,757

33,277,731

18,753,914

2,062,460

$ 20,816,374




Orryville City School District
Balance Sheet
Governmental Funds
June 30, 2010

Other Total
Classroom Governmental Governmental
General Facilities Building Funds Funds
Assets
Equity in Pooled Cash and Investments $ 913,696 $ 1,207,527 $ 1,173,141 $ 2,171,176 $ 5,465,540
Cash and Investments in Segregated Accounts 0 0 142,855 0 142,855
Cash and Investments Held with Trustee 0 0 1,383,693 0 1,383,693
Receivables:
Taxes 6,146,448 0 0 1,828,755 7,975,203
Accounts 95 0 0 110 205
Intergovernmental 42,289 16,879,397 0 121,693 17,043,379
Inventory Held For Resale 0 0 0 23,349 23,349
Materials and Supplies Inventory 0 0 0 2,949 2,949
Total Assets $ 7,102,528 $ 18,086,924 $ 2,699,689 $ 4,148,032 $ 32,037,173
Liabilities and Fund Balances
Liabilities
Accounts Payable $ 38,606 $ 1,850 $ 5,659 $ 10,023 $ 56,138
Contracts Payable 0 273,402 83,449 356,851
Accrued Wages and Benefits 1,271,180 0 0 175,618 1,446,798
Matured Compensated Absences Payable 111,747 0 0 5,196 116,943
Retainage Payable 0 0 142,855 0 142,855
Intergovernmental Payable 523,052 0 0 54,182 577,234
Deferred Revenue 5,785,126 16,836,765 0 1,827,948 24,449,839
Total Liabilities 7,729,711 17,112,017 231,963 2,072,967 27,146,658
Fund Balances
Fund Balances:
Reserved for Encumbrances 181,635 895,083 285,627 81,375 1,443,720
Reserved for Property Taxes 392,500 0 0 122,500 515,000
Unreserved:
Undesignated, Reported in:
General Fund (1,201,318) 0 0 0 (1,201,318)
Special Revenue Funds 0 0 0 263,536 263,536
Debt Service Fund 0 0 465,422 465,422
Capital Projects Funds 0 79,824 2,182,099 1,142,232 3,404,155
Total Fund Balances (627,183) 974,907 2,467,726 2,075,065 4,890,515
Total Liabilities and Fund Balances $ 7,102,528 $ 18,086,924 $ 2,699,689 $ 4,148,032 $ 32,037,173

See accompanying notes to the basic financial statements.
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Orrville City School District
Reconciliation of Total Governmental Fund Balances to

Net Assets of Governmental Activities
June 30, 2010

Total Governmental Fund Balances $ 4,890,515

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. 31,443,359

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

Grants $ 140,257
Delinquent Property Taxes 680,325
Ohio School Facilities Grant 16,836,765
Charges for Services 12,614
Total 17,669,961

In the statement of activities, bond issuance costs are amortized
over the term of the bonds, whereas in governmental funds a
bond issuance expenditure is reported when bonds are issued. 221,247

In the statement of activities, interest is accrued on outstanding
debt, whereas in governmental funds, an interest expenditure
is reported when due. (73,772)

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

Capital Leases Payable (13,016,770)
General Obligation Bonds (16,775,000)
Capital Appreciation Bonds (160,000)
Bond Accretion (61,748)
Unamortized Bond Premium (686,479)
School Facilities Note (956,000)
Compensated Absences (1,678,939)
Total (33,334,936)
Net Assets of Governmental Activities $ 20,816,374

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

Statement of Revenues, Expenditures and Changes in Fund Balances
Governmental Funds
For the Fiscal Year Ended June 30, 2010

Revenues

Property and Other Local Taxes
Intergovernmental

Investment Income

Tuition and Fees

Rent

Extracurricular Activities

Gifts and Donations

Charges for Services
Miscellaneous

Total Revenues

Expenditures
Current:
Instruction:
Regular
Special
Vocational
Student Intervention Services
Other
Support Services:
Pupils
Instructional Staff
Board of Education
Administration
Fiscal
Business

Operation and Maintenance of Plant

Pupil Transportation
Central
Extracurricular Activities

Operation of Non-instructional Services:

Food Service Operations
Community Services
Capital Outlay
Debt Service:
Principal Retirement
Interest and Fiscal Charges

Total Expenditures

Excess of Revenues Over (Under) Expenditures

Other Financing Sources
Transfers In

Net Change in Fund Balances
Fund Balances Beginning of Year

Fund Balances End of Year

Other Total
Classroom Governmental Governmental
General Facilities Building Funds Funds

$ 5,541,001 $ 0 $ 0 $ 1,671,117 $ 7,212,118
7,323,317 1,284,027 0 2,156,420 10,763,764
4,688 436 5,875 2,536 13,535
280,229 0 0 128 280,357
3,360 0 0 1,350 4,710
16,006 0 0 281,996 298,002
7,727 0 0 30,250 37,977

0 0 0 280,036 280,036

63,832 0 0 12,925 76,757
13,240,160 1,284,463 5,875 4,436,758 18,967,256
6,739,679 0 0 686,541 7,426,220
893,109 0 0 357,685 1,250,794
245,677 0 0 0 245,677
25,559 0 0 30,319 55,878
1,226,114 0 0 6,285 1,232,399
641,503 0 0 165,316 806,819
739,848 0 0 158,339 898,187
91,696 0 0 0 91,696
1,337,452 0 0 111,333 1,448,785
413,835 0 0 36,745 450,580
29,187 0 0 0 29,187
1,289,948 0 31,815 0 1,321,763
439,239 0 0 67,245 506,484
29,605 0 0 9,302 38,907
261,299 0 0 172,783 434,082

0 0 0 674,819 674,819

0 0 0 26 26

722 309,556 7,081,566 456,086 7,847,930

0 0 0 333,844 333,844

0 0 0 1,035,930 1,035,930
14,404,472 309,556 7,113,381 4,302,598 26,130,007
(1,164,312) 974,907 (7,107,506) 134,160 (7,162,751)
408,148 0 0 34,448 442,596
(756,164) 974,907 (7,107,506) 168,608 (6,720,155)
128,981 0 9,575,232 1,906,457 11,610,670

$ (627,183) $ 974,907 $ 2,467,726 $ 2,075,065 $ 4,890,515

See accompanying notes to the basic financial statements.
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Orrvile City School District
Reconciliation of the Statement of Revenues, Expenditures and Changes
in Fund Balances of Governmental Funds to the Statement of Activities
For the Fiscal Year Ended June 30, 2010

Net Change in Fund Balances - Total Governmental Funds

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

Governmental funds report capital outlays as expenditures. However, in the
statement of activities, the cost of those assets is allocated over their
estimated useful lives as depreciation expense. This is the amount by
which capital outlays exceeded depreciation in the current period.

Capital Asset Additions
Current Year Depreciation

@»

Revenues in the statement of activities that do not provide current financial
resources are not reported as revenues in the funds.
Grants
Delinquent Property Taxes
Ohio School Facilities Grant
Charges for Services

In the statement of activities, interest is accrued on outstanding debt, where as
in governmental funds, an interest expenditure is reported when due.
Funds report the effects of premiums and issuance costs when debt is first issued,
whereas these amounts are deferred and amortized in the statement of activities.
Accrued Interest Payable
Accretion on Capital Appreciation Bonds
Bond Isssuance Costs
Bond Premium

Repayment of debt principal is an expenditure in the governmental funds,
but the repayment reduces long-term liabilities in the statement of net assets.
General Obligation Bonds
Capital Leases

Conpensated absences 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.

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

service fund is allocated among the governmental activities.

Change in Net Assets of Governmental Activities

See accompanying notes to the basic financial statements.
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9,438,560

(863,498)

97,867
53,266

16,836,765
(2,880)

636

(22,811)
(8,509)
26,403

318,000
15,844

(6,720,155)

8,575,062

16,985,018

(4,281)

333,844

26,976

(442,550)

18,753,914



Orryville City School District
Statement of Revenues, Expenditures, and Changes in Fund Balance -
Budget (Non-GAAP Basis) and Actual
General Fund
For the Fiscal Year Ended June 30, 2010

Variance with

Budgeted Amounts Final Budget
Over
Original Final Actual (Under)
Revenues
Taxes $ 5,887,700 $ 6,137,700 $ 5,718,501 $ (419,199)
Intergovernmental 6,219,835 7,341,090 7,323,821 (17,269)
Investment Income 4,000 4,000 4,688 688
Tuition and Fees 175,000 250,000 275,019 25,019
Extracurricular Activities 15,000 15,000 16,006 1,006
Rentals 0 0 3,265 3,265
Charges for Services 125,000 0 0 0
Contributions and Donations 0 0 7,727 7,727
Miscellaneous 50,000 50,000 64,100 14,100
Total Revenues 12,476,535 13,797,790 13,413,127 (384,663)
Expenditures
Current:
Instruction:
Regular 10,157,569 10,487,069 6,832,870 3,654,199
Special 296,847 296,847 905,250 (608,403)
Vocational 60,596 60,596 258,986 (198,390)
Student Intervention Services 44 44 25,559 (25,515)
Other 995,638 955,638 1,096,788 (141,150)
Support Services:
Pupils 161,795 156,795 635,506 (478,711)
Instructional Staff 371,337 371,337 731,247 (359,910)
Board of Education 280,044 215,043 101,232 113,811
Administration 539,502 539,502 1,352,305 (812,803)
Fiscal 316,419 296,419 440,815 (144,396)
Business 22,458 22,458 40,018 (17,560)
Operation and Maintenance of Plant 914,773 865,274 1,438,259 (572,985)
Pupil Transportation 263,705 263,705 458,707 (195,002)
Central 30,000 30,000 29,605 395
Extracurricular Activities 38,750 38,750 260,700 (221,950)
Capital Outlay 5,234 5,234 1,002 4,232
Total Expenditures 14,454,711 14,604,711 14,608,849 (4,138)
Excess of Revenues (Under) Expenditures (1,978,176) (806,921) (1,195,722) (388,801)
Other Financing Sources
Advances In 0 0 7,000 7,000
Transfers In 0 0 408,148 408,148
Total Other Financing Sources 0 0 415,148 415,148
Net Change in Fund Balance (1,978,176) (806,921) (780,574) 26,347
Fund Balance Beginning of Year 1,281,364 1,281,364 1,281,364 0
Prior Year Encumbrances Appropriated 223,724 223,724 223,724 0
Fund Balance End of Year $ (473,088) $ 698,167 $ 724,514 $ 26,347

See accompanying notes to the basic financial statements.



Orrville City School District
Statement of Revenues, Expenses, and Changes in Fund Net Assets
Proprietary Fund
For the Fiscal Year Ended June 30, 2010

Governmental
Activities -
Internal
Service Fund

Operating Revenues

Charges for Services $ 46
Income Before Operating Transfers 46
Transfers out (442,596)
Change in Net Assets (442,550)
Net Assets Beginning of Year 442,550
Net Assets End of Year $ 0

See accompanying notes to the basic financial statements.
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Orrville City School District
Statement of Cash Flows
Proprietary Fund
For the Fiscal Year Ended June 30, 2010

Cash Flows From Operating Activities
Cash Received for Interfund Services

Net Cash Provided by Operating Activities

Cash Flows From Non-Capital Financing Activities
Transfers to Other Funds

Net Decrease in Cash and Cash Equivalents
Cash and Cash Equivalents Beginning of Year

Cash and Cash Equivalents End of Year

Reconciliation of Operating Income
to Net Cash Provided by Operating Activities

Operating Income

See accompanying notes to the basic financial statements.
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46

(442,596)

(442,550)

442,550
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Orrville City School District
Statement of Fiduciary Assets and Liabilities
Agency Fund
June 30, 2010

Agency
Assets
Equity in Pooled Cash and Investments $ 30,328
Liabilities
Accounts Payable $ 8,262
Due to Students 22,566
Total Liabilities $ 30,828

See accompanying notes to the basic financial statements.
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Orrville City School District
Notes To The Basic Financial Statements
For the Fiscal Year Ended June 30, 2010

NOTE 1: NATURE OF BASIC OPERATIONS AND DESCRIPTION OF THE ENTITY

The Orrville City School District (the “School District™) was established for the purpose of exercising the
rights and privileges conveyed to it by the constitution and laws of the State of Ohio. The School District
is a school district as defined by Section 3311.02 of the Ohio Revised Code. The School District operates
under an elected Board of Education, consisting of five members, and is responsible for providing public
education to residents of the School District. Average daily membership on, or as of, October 1, 2009,
was 1622. The School District employs 134 certificated and 90 non-certificated employees.

The reporting entity is required to be composed of the primary government, component units and other
organizations that are included to ensure that the financial statements of the School District are not
misleading. The primary government consists of all funds, departments, boards, and agencies that are not
legally separate from the School District. For the School District, this includes general operations, food
service, and student related activities of the School District.

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

The School District is involved with Tri-County Computer Service Association (TCCSA) and Wayne
County Career Center, which are defined as jointly governed organizations, the Orrville Public Library,
which is defined as a related organization and the Stark County Schools Council of Governments Health
Benefit Plan, which is a public entity risk pool. Additional information concerning these organizations is
presented in Notes 15, 16 and 17.

NOTE 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements of the School District have been prepared in conformity with generally accepted
accounting principles (GAAP) as applied to local governmental units. The Governmental Accounting
Standards Board (GASB) is the accepted standard-setting body for establishing governmental accounting
and financial reporting principles. The School District also applied Financial Accounting Standards
Board (FASB) Statements and Interpretations issued on or before November 30, 1989, to its
governmental activities and to its internal service fund provided they do not conflict with or contradict
GASB pronouncements. The FASB has codified its standards and the standards issued prior to
November 30, 1989 are included in the codification. The most significant of the School District’s
accounting policies are described below.
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Orrville City School District
Notes To The Basic Financial Statements (Continued)
For the Fiscal Year Ended June 30, 2010

NOTE 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

A. Basis of Presentation

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

Government-wide Financial Statements

The statement of net assets and the statement of activities display information about the School
District as a whole. These statements include the financial activities of the primary government,
except for fiduciary funds. The activity of the internal service fund is also eliminated to avoid
“doubling up” revenues and expenses.

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

Fund Financial Statements

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

B. Fund Accounting

The School District uses funds to maintain its financial records during the year. A fund is defined as
a fiscal and accounting entity with a self balancing set of accounts. There are three categories of
funds: governmental, proprietary, and fiduciary.
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Orrville City School District
Notes To The Basic Financial Statements (Continued)
For the Fiscal Year Ended June 30, 2010

NOTE 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Governmental Funds

Governmental funds are those through which most governmental functions typically are financed.
Governmental fund reporting focuses on the sources, uses, and balances of current financial
resources. Expendable assets are assigned to the various governmental funds according to the
purposes for which they may or must be used. Current liabilities are assigned to the fund from which
they will be paid. The difference between governmental fund assets and liabilities is reported as fund
balance. The following are the School District’s major governmental funds:

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

Classroom Facilities Fund - The Classroom Facilities capital projects fund accounts for monies
received and expended in connection with contracts entered into by the School District and the
Ohio Department of Education for the building and equipping of classroom facilities.

Building Fund - The building capital projects fund accounts for financial resources to be used for
the construction of new middle and elementary schools.

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

Proprietary Funds

Proprietary funds focus on the determination of changes in net assets, financial position and cash
flows and are classified as either enterprise or internal service. The School District’s only proprietary
fund is an internal service fund.

Internal Service Fund — The internal service fund accounts for the financing of services provided
by one department or agency to other departments or agencies of the School District on a cost
reimbursement basis. The School District’s only internal service fund accounts for a self-
insurance program for employee health insurance benefits. As of December 1, 2007, the School
District has contracted with Stark County Schools Council of Governments (the “Council”) to
provide employee medical/surgical benefits.

Fiduciary Funds

Fiduciary fund reporting focuses on net assets and changes in net assets. The fiduciary fund category
is split into four classifications: pension trust funds, investment trust funds, private purpose trust
funds, and agency funds. Trust funds are used to account for assets held by the School District under
a trust agreement for individuals, private organizations, or other governments and are, therefore, not
available to support the School District’s own programs. Agency funds are custodial in nature (assets
equal liabilities) and do not involve measurement of results of operations. The School District’s only
fiduciary fund is an agency fund that accounts for student activities.
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Orrville City School District
Notes To The Basic Financial Statements (Continued)
For the Fiscal Year Ended June 30, 2010

NOTE 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

C. Measurement Focus

Government-wide Financial Statements

The government-wide financial statements are prepared using the economic resources measurement
focus. All assets and all liabilities associated with the operation of the School District are included on
the statement of net assets. The statement of activities presents increases (i.e., revenues) and
decreases (i.e., expenses) in total net assets.

Fund Financial Statements

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

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

D. Basis of Accounting

Basis of accounting determines when transactions are recorded in the financial records and reported
on the financial statements. Government-wide financial statements are prepared using the accrual
basis of accounting. Governmental funds use the modified accrual basis of accounting. Fiduciary
funds also use the accrual basis of accounting. Differences in the accrual and the modified accrual
basis of accounting arise in the recognition of revenue, the recording of deferred revenue, and in the
presentation of expenses versus expenditures.

Revenues — Exchange and Non-Exchange Transactions

Revenue resulting from exchange transactions, in which each party gives and receives essentially
equal value, is recorded on the accrual basis when the exchange takes place. On a modified accrual
basis, revenue is recorded in the fiscal year in which the resources are measurable and become
available. Available means that the