


December 19, 2008

Board of Education Members
Westlake City School District

We are pleased to submit to you the Comprehensive Annual Financial Report (CAFR) of the Westlake City
School District (the “District”) for the fiscal year ended June 30, 2008. This CAFR includes an opinion
from the State Auditor and conforms to accounting principles generally accepted in the United States of
America as applicable to governmental entities. Responsibility for the accuracy of the data presented and
the completeness and fairness of the presentation, including all disclosures, rest with the District. To the
best of our knowledge and belief, the enclosed data are accurate in all material respects and are reported in
a manner designed to present fairly the financial position and results of operations of the District. This
report will provide the taxpayers of the Westlake City School District with comprehensive financial data in
a format which will enable them to gain an understanding of the District’s financial affairs. Copies will be
made available to the Porter Public Library, major taxpayers, financial rating services and other interested
parties.

The Reporting Entity

The District has reviewed its reporting entity definition in order to insure conformance with Governmental
Accounting Standards Board (GASB) Statement No. 14, “The Financial Reporting Entity” as amended by
GASB Statement No. 39, “Determining Whether Certain Organizations Are Component Units”. In
evaluating how to define the District for financial reporting purposes, management has considered all
agencies, departments and organizations making up the Westlake City School District (the primary
government) and its potential component units. The District has no component units.

Excluded from the reporting entity because they are fiscally independent of the District are the City of
Westlake, the Parent Teacher Organization, and Westshore Vocational Cooperative.

The Lake Erie Educational Computer Association and the Ohio Schools Council Association are jointly
governed organizations and the Porter Public Library is a related organization whose relationships to the
District are described in Note 2, to the basic financial statements.

A complete discussion of the District’s reporting entity is provided in Note 2.A to the basic financial
statements.

Organizational Structure

Statutorily, the District operates under the standard prescribed by the Ohio State Board of Education as
provided in division (D) of Section 3301.07 of the Ohio Revised Code, to provide educational services
prescribed by State and Federal agencies. The Board of Education is made up of five members elected at
large, for overlapping four-year terms. The Board of Education elects its President and Vice President
annually, and appoints two officials: the Superintendent, who serves as the Chief Executive Officer (CEO),
and the Treasurer, who serves as the Chief Financial Officer (CFO).
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The District is one of 896 public school districts and community schools in the State of Ohio. The District
provides education to 4,121 students in grades kindergarten through twelfth. The District provides general
education, special education and vocational type academic programs. The District’s enrollment has
remained relatively flat over the last several years and is projected to slightly increase in the foreseeable
future.

The Westlake City School District

The Westlake City School District (formerly known as the Dover School District) was originally organized
in 1898. Later in 1913, the school burned and a new school building was constructed to educate students.
Over the years, the District has grown in size and now supports seven instructional buildings: high school
(inclusive of a Performing Arts Center and Television studio), middle school, intermediate school and four
elementary buildings. The schools range in age from 39 to 60 years old. In addition, the District owns and
operates an administrative and transportation facility to accommodate the oversight needs within the
District.

Economic Condition and Outlook

The City of Westlake (the “City”) is one of the leaders in Cuyahoga County in growth and development.
The City’s proximity to Interstates 90, 80 and 1-480, coupled with the fact that land is available for future
development provides the basis for continued economic growth. The City has carefully planned for a
balance of residential, commercial and industrial development in order to maintain a substantial tax base in
an effort to maintain its relatively low tax rate.

While primarily developed as a residential suburb, the City contains a significant number of corporate
facilities, office parks, hotels, wholesale distribution facilities and other industrial and commercial
developments. While most of the residentially zoned land has been developed some commercial and
industrial zoned land remains available for use. The City’s development plan forecasts full growth by
2020.

In November of 2000, voters approved the construction of Crocker Park, a mixed-use planned development
on eighty acres in the western part of the City. When fully completed, this development will create a
downtown center for the City with retail, office, restaurant, and residential spaces. A grand opening for the
first phase of this development was held in November 2004. In 2006, construction began on 116 units of
residential housing consisting of lofts and townhomes that will surround themed gardens.

In addition to new commercial/industrial development, the City approved plans for several additional
upscale subdivisions throughout the City. Strong housing values continue to provide evidence of this
upscale community. Recent new home sales range from $600,000-$800,000 with some topping
$1,000,000.

The City contains the newest full service hospital in the region, St. John Westshore Hospital, which is
affiliated with the University Hospital Health System. The City has clinic and outpatient facilities for every
major health care provider in the Cleveland area, including the renowned Cleveland Clinic.

Due to the economic success of the City, the District has a positive outlook for future tax based revenues
resulting from the good mix of residential, commercial and industrial entities.

Major Initiatives

For the tenth consecutive year, the District earned the state’s highest Report Card designation — Excellent.
Westlake is a community that has set high standards for its schools, and we work diligently to provide a top
system for our residents. It is imperative we fulfill our promise to work efficiently, to be fiscally sound and
to be accountable. The District’s spending per pupil ranks in the 54" percentile of the 31 Cuyahoga County
school districts, yet our students’ performance on state testing ranks the District in the top 4% in academic
achievement in the State of Ohio, providing exceptional value to our taxpayers.
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A major initiative during the 2007-08 school year was to meet the Adequate Yearly Progress (AYP)
standard measuring the progress of various disaggregated groups required under the No Child Left Behind
legislation. The District achieved AYP and targeted a year’s growth as an annual measure using the new
value-added state model. State scores indicated the District exceeded a year’s growth, in respect to student
progress on state standards.

The State Report Card is just one way excellence is demonstrated in the District. Our students excel in a
multitude of curricular and extracurricular activities that highlight their diversified talents. Extensive
opportunities in academics, performing arts, art, clubs and athletics provide a strong, well-rounded
experience for our students.

A part of being “Excellent” means making the most of opportunities for improvement. The District is
taking advantage of those opportunities through data-driven processes, combined with community input
and feedback. A committee of 28 stakeholders — including community members, teachers, classified staff,
administration and parents — revised the District’s Continuous Improvement Plan over the summer to
define our mission, vision and processes for improvement for the next two years. The focus of the CIP is to
expand on the tradition of excellence attained through an emphasis on STEM (science, technology,
engineering, mathematics) and 21% century learning skills, research-based practices to address varied
learning needs, and continued curriculum and instruction work.

Last spring, the District earned more than half a million dollars in state grant money as one of nine K-8
STEM Programs of Excellence. The grant will initially serve about 675 middle school students in the area
of science, technology, engineering and mathematics. Westlake is using the grant for curriculum materials
and technology, including robotics, computers, LCD projectors, immediate response remote devices and Tl
calculators, among other items, to place technology directly in the hands of all 7" and 8™ grade students.
The grant also has supported teacher professional development to realign the curriculum into scientific
inquiry and project-based design.

The curricular emphasis for the year was on English/Language Arts, specifically on creating a common
Word Study program. The chosen program, Words Their Way, builds a solid foundation of phonological
and phonemic awareness, as well as fluency, helping students to become better readers and writers. The
word study programs adopted by the district area research based and align with the state’s indicators and
benchmarks. Staff development was followed by creating response to intervention programs to adequately
gauge and respond to a child’s stage of development.

The District also joined a new project last year -- SOAR, Battelle for Kids’ national school improvement
collaborative -- that provides additional value-added data, giving teachers and administrators a more
complete view of how to help each student progress academically from year to year. SOAR offers benefits
including complete value-added reporting in grades 3-10 in addition to state reporting; access to consortium
pricing from vendors and education service providers, personalized, onsite training; comprehensive
summaries of building and district areas of strength and opportunities of improvement. The SOAR data was
used to improve student learning.

Another tool in the teacher toolbox is D3A2, which enables staff members to access current student
achievement data. The tool identifies the strengths and limitations of student performance and links to
assessment and instructional resources based on identified skills. The District trained a group of pioneering
teachers on the system and is also a state pilot site. During the 2007-08 school year, the District began
implementation of this management tool. The D3A2 data ties in directly with value-added training,
providing teachers the data to differentiate instruction necessary for each student.

The Westlake Schools Performing Arts Center, which opened in 2005, continued to impact the District’s
performing arts program. The 825-seat auditorium was used extensively throughout the school year — at
least 300 days -- by both school and community groups for student performances, ballets, musicals and
corporate meetings. The student-run television station, WHBS-TV, was part of the auditorium construction
project and continued providing a variety of student and public programming on its own cable access
channel.
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School safety continues to be a persistent concern. The district’s safety committee -- including school
representatives and the Westlake safety forces — initiated a controlled access system at all school buildings
with buzzers. Police-supervised lock-down drills were conducted in each building, elementary schools were
outfitted with digital cameras tied in with the Westlake Police Department and scope of coverage was
increased. In our ongoing communication efforts, the District also adopted the ALERTNOW Notification
Service. The system allows the District to send a telephone message providing important information about
school events or emergencies. The District has used the system to notify parents of school delays or
cancellations, as well as reminders about various school events.

Excellence means sound planning and being responsive to the needs of our students and community. The
District achieves that excellence through a variety of venues, along with a committed student body,
supportive parents, dedicated staff and positive community input.

Long-Term Financial Planning

As part of the District’s long-term planning, the CFO prepares a five-year financial forecast. This
document provides a snapshot of historical and projected revenues and expense over the next five years and
is accompanied by financial assumption notes. The Board of Education reviews this document on a
quarterly basis for changes that might impact their financial decisions.

Financial Policies Impacting the Financial Statements

The District has offered a Retirement Incentive Bonus (“RIB”) and a Health Care Reimbursement Account
(“HRA”) to certified teaching employees who are currently eligible to retire with the State Teachers
Retirement System. Teachers electing to retire and accept the RIB and HRA are entitled to their normal
severance payment plus a $17,000 RIB plus an $8,000 HRA. The employee’s RIB payment is payable in
four substantially-equal payments with the first payment being made on or about the one-year anniversary
date of the employee’s retirement and each subsequent payment being payable on or about the yearly
anniversary of the retirement date. The employee’s HRA payment is payable in four substantially-equal
payments with the first payment being made on or about the one-year anniversary date of the employee’s
retirement and each subsequent payment being payable on or about the yearly anniversary of the retirement
date.

The employee’s RIB and HRA payments have been recorded as “retirement incentive payable” on the fund
financial statements to the extent that each will be liquidated using current expendable financial resources.
The entire liability is recorded on the statement of net assets.

The total liability for future RIB and HRA payments is $725,000 at June 30, 2008. Of this total, $162,500
is due within one year and recorded as a liability of the general fund. The long-term portion of the liability
will be paid through fiscal year 2013.

Financial Information
Internal Accounting and Budgetary Control

In developing the District’s accounting system much consideration was given to the adequacy of internal
accounting controls. Internal accounting controls are designed to provide reasonable, but not absolute
assurance regarding the safeguarding of assets against loss from unauthorized use or disposition and 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 the cost of internal accounting
controls should not exceed the benefits expected to be derived from their implementation.

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 audit of each voucher prior to payment,
ensures the financial information generated is both accurate and reliable.
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At the beginning of each fiscal year, the Board of Education adopts either a temporary appropriation
measure or a permanent appropriation measure for that fiscal year. If a temporary appropriation measurer is
first adopted, the permanent appropriation measure must be adopted upon receipt from the County Auditor
of an amended certificate of estimated resources based on final assessed values and tax rates, which is
usually within the first three months of the fiscal year.

Annual appropriations may not exceed the County Budget Commission’s official estimate of resources.
The County Auditor must certify that the Board of Education’s appropriation measure, 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 require appropriation authority from the Board.
Budgets are controlled at the object level for the general fund and special cost center level for all other
funds. All purchase order requests must be approved by either the Superintendent or the Assistant
Superintendent and certified by the CFO/Treasurer; necessary funds are then encumbered and purchase
orders are released to vendors. Those requests which exceed the available appropriation are rejected until
additional appropriations are secured.

The accounting system used by the District provides interim financial reports which detail year-to-date
expenditures and encumbrances versus the original appropriation plus any additional appropriations made
to date. Each administrator and school principal is furnished with monthly reports showing the status of the
budget accounts for which they are responsible. In addition, an on-line inquiry system is available at each
cost center site. The basis of accounting and the various funds utilized by Westlake City Schools are fully
described in Note 2 of the basic financial statements. Additional information on the District’s budgetary
accounting can also be found in Note 2.

Financial Presentation
The District’s basic financial statements consist of the following:

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 distinguish those activities of the District that are governmental in nature.

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

Management is responsible for preparing a Management Discussion and Analysis (MD&A) of the District.
This discussion follows the Independent Accountants’ Report, providing an assessment of the District’s
finances for fiscal year 2008 and a discussion of current issues affecting the District in the future. The
MD&A should be read in conjunction with this letter of transmittal.

Financial Highlights — Fiduciary Fund

The trust fund carried on the financial records of the District is a college scholarship private-purpose trust
fund that has net assets totaling $31,954 as of June 30, 2008. The trust fund earns interest and distributes
scholarships.



Financial Highlights — Internal Service Fund

The only internal service fund carried on the financial records relates to former self-insurance program for
employee medical, surgical, prescription drug, dental and vision benefits. The District is no longer self-
insured for these risks of loss but has obtained insurance coverage through the Suburban Health
Consortium, and insurance purchasing pool. The internal service fund had net assets of $1,641,917 at June
30, 2008, compared with net assets of $1,563,627 at June 30, 2007, reflecting a net increase in net assets of
$78,290. The increase is primarily due to refunds received on the former self-insurance program.

Cash Management

The Board has an aggressive cash management program which consists of expediting the receipt of
revenues and prudently depositing cash which is insured by the Federal Deposit Insurance Corporation as
well as investing available cash in instruments issued by the United States Government or the State of
Ohio. The program is beneficial because of access to daily balances which enables the Board to maintain
minimum balance accounts and invest to the maximum extent. The total amount of interest earned by
District funds was $991,208 for the fiscal year ended June 30, 2008, $980,041 being credited directly to the
general fund.

Protection of the District’s deposits is provided by the federal deposit insurance corporation as well as by
qualified securities pledged by the institution holding the assets. By law, financial institutions may establish
a collateral pool to cover all public deposits. The market 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.

Independent Audit

State statutes require the District to be subjected to an annual examination by an independent auditor. An
annual audit serves to maintain and strengthen the District’s accounting and budgetary controls.
Independent auditor Mary Taylor, Auditor of State, was selected to render an opinion on the District’s
financial statements as of and for the year ended June 30, 2008. The opinion appears at the beginning of the
financial section of this report.

Pursuant to statute, the State prescribes a uniform accounting system to standardize accounting
classification and financial reporting for all school governments in Ohio. The District adopted and has been
in conformance with that system beginning with its financial report for the 1979 year.

Awards
GFOA Certificate of Achievement

The Government Finance Officers Association of the United States and Canada (GFOA) awarded a
Certificate of Achievement for Excellence in Financial Reporting to Westlake City School District for its
CAFR for the fiscal year ended June 30, 2007. The Certificate of Achievement is the highest form of
recognition in the area of governmental financial reporting.

In order to be awarded a Certificate of Achievement, a government unit must publish an easily readable and
efficiently organized CAFR, whose contents conform to program standards. Such a report must satisfy both
accounting principles generally accepted in the United States of America and applicable legal requirements.

The 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
GFOA.
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Mary Tavylor, cpra

Auditor of State

INDEPENDENT ACCOUNTANTS’ REPORT

Westlake City School District
Cuyahoga County

27200 Hilliard Boulevard
Westlake, Ohio 44145

To the Board of Education:

We have audited the accompanying financial statements of the governmental activities, each major fund,
and the aggregate remaining fund information of the Westlake City School District, Cuyahoga County,
Ohio (the District), as of and for the year ended June 30, 2008, 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 the Westlake City School District, Cuyahoga County, Ohio, as of June 30, 2008, 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.

In accordance with Government Auditing Standards, we have also issued our report dated December 19,
2008, 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.

Management’s Discussion and Analysis is not a required part of the basic financial statements but is
supplementary information accounting principles generally accepted in the United States of America
requires. We have applied certain limited procedures, consisting principally of inquiries of management
regarding the methods of measuring and presenting the required supplementary information. However,
we did not audit the information and express no opinion on it.

Lausche Building / 615 Superior Ave., NW / Twelfth Floor / Cleveland, OH 44113-1801
Telephone: (216) 787-3665 (800) 626-2297 Fax: (216) 787-3361
www.auditor.state.oh.us



Westlake City School District
Cuyahoga County

Independent Accountants’ Report
Page 2

We conducted our audit to opine on the financials statements that collectively comprise the District’'s
basic financial statements. The introductory section, combining nonmajor fund statements and schedules
and statistical tables provide additional information and are not a required part of the basic financial
statements. We subjected the combining nonmajor fund statements and schedules to the auditing
procedures applied in the audit of the basic financial statements. In our opinion, this information is fairly
stated in all material respects in relation to the basic financial statements taken as a whole. We did not
subject the introductory section and statistical tables to the auditing procedures applied in the audit of the
basic financial statements, and accordingly, we express no opinion on them.

Mary Taylor, CPA

Auditor of State

December 19, 2008



WESTLAKE CITY SCHOOL DISTRICT
CUYAHOGA COUNTY, OHIO

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2008
(UNAUDITED)

The management’s discussion and analysis of the Westlake City School District’s (the “District”) 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, basic financial statements and the notes to the basic financial statements to enhance
their understanding of the District’s financial performance.

Financial Highlights
Key financial highlights for 2008 are as follows:

* In total, net assets of governmental activities increased $10,473,580 which represents a 35.91% increase from
2007.

»  General revenues accounted for $56,297,739 in revenue or 92.71% of all revenues. Program specific revenues
in the form of charges for services and sales, grants and contributions accounted for $4,426,984 or 7.29% of
total revenues of $60,724,723.

e The District had $50,251,143 in expenses related to governmental activities; only $4,426,984 of these expenses
was offset by program specific charges for services, grants or contributions. General revenues supporting
governmental activities (primarily taxes and unrestricted grants and entitlements) of $56,297,739 were adequate
to provide for these programs.

*  The District’s major governmental funds are the general fund and bond retirement fund. The general fund had
$52,625,956 in revenues and other financing sources and $45,047,939 in expenditures and other financing uses.
During fiscal 2008, the general fund’s fund balance increased $7,578,017 from a balance of $6,610,765 to
$14,188,782.

»  The bond retirement fund had $3,032,667 in revenues and $2,614,731 in expenditures. During fiscal 2008, the
bond retirement fund’s fund balance increased $417,936 from $3,338,117 to $3,756,053.

Using this Comprehensive Annual Financial Report (CAFR)

This annual report consists of a series of financial statements and notes pertaining 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 statement 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. In the case of
the District, the general fund and bond retirement fund are by far the most significant funds, and the only
governmental funds reported as major funds.



WESTLAKE CITY SCHOOL DISTRICT
CUYAHOGA COUNTY, OHIO

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2008
(UNAUDITED)

Reporting the District as a Whole
Statement of net assets and the statement of activities

While this document contains the large humber 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 question, “How did we do financially
during 2008?” The statement of net assets and the statement of activities answer this question. These statements
include all assets, liabilities, revenues and expenses using the accrual basis of accounting similar to the accounting
used by most private-sector companies. This basis of accounting will take 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 of the 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 District’s property tax base, current property tax laws in Ohio restricting revenue
growth, facility conditions, required educational programs and other factors.

In the statement of net assets and the statement of activities, the governmental activities include the District’s
programs and services, including instruction, support services, operation and maintenance of plant, pupil
transportation, extracurricular activities, and food service operations.

The District’s statement of net assets and statement of activities can be found on pages 17-18 of this report.
Reporting the District’s Most Significant Funds
Fund Financial Statements

The analysis of the District’s major governmental funds begins on page 10. 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. The District’s
major governmental funds are the general fund and bond retirement fund.

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 financial 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 basic
financial statements. The basic governmental fund financial statements can be found on pages 19-23 of this report.

Proprietary Funds

Proprietary funds focus on the District’s ongoing activities which are similar to those found in the private sector
where net income is necessary or useful to sound financial management. Proprietary funds utilize the accrual basis
of accounting under which revenues are recorded when earned and expenses are recorded at the time the liabilities
are incurred.



WESTLAKE CITY SCHOOL DISTRICT
CUYAHOGA COUNTY, OHIO
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The District’s only proprietary fund is an internal service fund which was used to account for a former self-
insurance program for employee medical, surgical, prescription drug, dental and vision benefits. Internal service
funds are used to account for the financing of goods or services provided by one department or agency to other
departments or agencies of the District, or to other governments on a cost-reimbursement basis. Proprietary fund
statements can be found on pages 24-26 of the basic financial statements. For reporting on the statement of net
assets and the statement of activities, internal service fund activities are eliminated and consolidated with
governmental activities.

Reporting the District’s Fiduciary Responsibilities

The District is the trustee, or fiduciary, for its scholarship programs. This activity is presented as a private-purpose
trust fund. The District also acts in a trustee capacity as an agent for individuals or other entities. These activities
are reported in an agency fund. All of the District’s fiduciary activities are reported in separate statements of
fiduciary net assets and changes in fiduciary net assets on pages 27-28. These activities are excluded from the
District’s other financial statements because the assets cannot be utilized by the District to finance its operations.

Notes to the Basic 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. These notes to the basic financial statements can be found on pages
29-60 of this report.

The District as a Whole

The statement of net assets provides the perspective of the District as a whole. The table below provides a summary
of the District’s net assets for 2008 and 2007.

Net Assets
Governmental Governmental
Activities Activities
2008 2007

Assets
Current and other assets $ 66,095,141 $ 61,767,266
Capital assets, net 44,572,814 45,246,640
Total assets 110,667,955 107,013,906
Liabilities
Current liabilities 42,073,111 47,143,949
Long-term liabilities 28,954,271 30,702,964
Total liabilities 71,027,382 77,846,913
Net Assets
Invested in capital
assets, net of related debt 24,749,953 23,919,272
Restricted 4,862,901 4,144 612
Unrestricted (deficit) 10,027,719 1,103,109
Total net assets $ 39,640,573 $ 29,166,993
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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 $39,640,573. Of this total, $4,862,901 is restricted in use.

At year-end, capital assets represented 40.28% of total assets. Capital assets include land, land improvements,
buildings and improvements, furniture and equipment, vehicles and textbooks and library books. Capital assets, net
of related debt to acquire the assets at June 30, 2008, were $24,749,953. 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, $4,862,901, represents resources that are subject to external restriction on how
they may be used. The remaining balance of unrestricted net assets is $10,027,719.

The graph below illustrates the District’s governmental activities assets, liabilities and net assets at June 30, 2008
and 2007:

Governmental Activities

$120,000,000 -
$100,000,000 1 $110,667,955 $107,013,906
$80,000,000 1 O Net Assets
$60,000,000 +— $71,027,382 $77,846,913 B Liabilities
$40,000,000 +— 0O Assets
$20,000,000 +— $39,640,573 $29.166,993
$_
2008 2007

The table on the following page shows the change in net assets for fiscal years 2008 and 2007. Intergovernmental
pass-through expenditures for 2007 have been reclassified to other non-instructional services expenditures to
conform to 2008 presentation.
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Revenues
Program revenues:
Charges for services and sales
Operating grants and contributions
Capital grants and contributions
General revenues:
Property taxes
Grants and entitlements
Investment earnings
Gain on sale of capital assets
Miscellaneous

Total revenues

Expenses
Program expenses:
Instruction:
Regular
Special
Vocational
Adult/continuing
Other
Support services:
Pupil
Instructional staff
Board of education
Administration
Fiscal
Business
Operations and maintenance
Pupil transportation
Central

Operation of non-instructional services:

Food service operations

Other non-instructional services
Extracurricular activities
Interest and fiscal charges

Total expenses

Change in net assets
Net assets at beginning of year

Net assets at end of year

(UNAUDITED)

Change in Net Assets

Governmental
Activities
2008

$ 2,389,432
1,983,960
53,592

45,953,960
9,198,641
1,010,579

134,559
60,724,723

20,733,249
3,966,107
426,626
36,757
1,207,397

3,212,792
3,042,408
27,009
2,927,678
1,189,276
436,519
4,420,612
3,956,627
120,267

1,131,429

766,805
1,544,991
1,104,594

50,251,143

10,473,580
29,166,993

$ 39640573
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Governmental
Activities
2007

$ 2,080,826
2,039,152

40,702,255
7,945,412
977,551
1,632
112,459

53,859,287

20,374,661
3,717,072
397,990
34,064
1,290,541

3,048,974
2,870,362
45,462
2,919,666
1,067,467
454,909
4,317,707
3,758,572
108,327

1,072,986

870,831
1,423,143
1,127,099

48,899,833

4,959,454
24,207,539

520165003
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Governmental Activities

Net assets of the District’s governmental activities increased $10,473,580. Total governmental expenses of
$50,251,143 were offset by program revenues of $4,426,984 and general revenues of $56,297,739. Program
revenues supported 8.81% of the total governmental expenses.

The primary sources of revenue for governmental activities are derived from property taxes, and grants and
entitlements. These revenue sources represent 90.82% of total governmental revenue. Tax revenue increased in the
District’s general fund as described on page 11. In addition, general revenue — grants and entitlements increased due
to the reimbursement of lost personal property taxes from the State of Ohio which is also described on page 11.

The largest expense of the District is for instructional programs. Instruction expenses totaled $26,370,136 or
52.48% of total governmental expenses for fiscal 2008.

The increase in general revenues, primarily taxes and grants and entitlements, coupled with expenditures only
increasing about 3 percent over the prior year resulted in the increase in change in net assets. The District has
worked to control costs through retirement incentives and other measures.

The graph below presents the District’s governmental activities revenue and expenses for fiscal year 2008 and 2007.

Governmental Activities - Revenues and Expenses

$70,000,000
$60,000,000
$50,000,000
$40,000,000 $50,251,143
$30,000,000
$20,000,000
$10,000,000
$-

$48,899,833

B Revenues

O Expenses

Fiscal Year 2008 Fiscal Year 2007
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MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2008
(UNAUDITED)

The statement of activities shows the cost of program services and the charges for services and grants offsetting
those services. The following table 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 grants and
entitlements.  Intergovernmental pass-through expenditures for 2007 have been reclassified to other non-
instructional services expenditures to conform to 2008 presentation.

Governmental Activities

Total Cost of Net Cost of Total Cost of Net Cost of
Services Services Services Services
2008 2008 2007 2007
Program expenses
Instruction:
Regular $ 20,733,249 $ 20,485,021 $ 20,374,661 $ 20,082,301
Special 3,966,107 3,434,611 3,717,072 3,132,218
Vocational 426,626 426,626 397,990 397,990
Adult/continuing 36,757 (30,291) 34,064 (3,587)
Other 1,207,397 1,207,397 1,290,541 1,290,541
Support services:
Pupil 3,212,792 3,016,265 3,048,974 2,913,135
Instructional staff 3,042,408 2,736,930 2,870,362 2,609,928
Board of education 27,009 26,894 45,462 45,462
Administration 2,927,678 2,842,862 2,919,666 2,832,245
Fiscal 1,189,276 1,189,276 1,067,467 1,067,467
Business 436,519 436,519 454,909 454,909
Operations and maintenance 4,420,612 4,328,712 4,317,707 4,228,476
Pupil transportation 3,956,627 3,667,043 3,758,572 3,637,482
Central 120,267 84,952 108,327 73,503
Operation of non-instructional services:
Food service operations 1,131,429 5,394 1,072,986 43,395
Other non-instructional services 766,805 (833) 870,831 63,727
Extracurricular activities 1,544,991 862,187 1,423,143 783,564
Interest and fiscal charges 1,104,594 1,104,594 1,127,099 1,127,099
Total expenses $ 50,251,143 $ 45,824,159 $ 48,899,833 $ 44,779,855

The dependence upon tax and other general revenues for governmental activities is apparent, 96.79% of instruction
activities are supported through taxes, grants and entitlements and other general revenues. For all governmental
activities, general revenue support is 91.19%. Taxes and unrestricted grants and entitlements from the State of Ohio,
as a whole, are by far the primary support for the District’s students.
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The graph below presents the District’s governmental activities revenue for fiscal year 2008 and 2007.

Governmental Activities - General and Program Revenues

$70,000,000 1
$60,000,000 1
$50,000,000 - $56,297,739

] $49,739,309
$40,000,000 B General Revenues

z;ggggggg 1 O Program Revenues

$10,000,000 1
$-

$4,426,984 $4,119,978
Fiscal Year 2008 Fiscal Year 2007

The District’s Funds

The District’s governmental funds (as presented on page 19) reported a combined fund balance of $18,757,989,
which is higher than last year’s total of $10,694,530. The schedule below indicates the fund balance and the total
change in fund balance as of June 30, 2008 and 2007.

Fund Balance Fund Balance

June 30, 2008 June 30, 2007 Increase
General $14,188,782 $ 6,610,765 $ 7,578,017
Bond Retirement 3,756,053 3,338,117 417,936
Other Governmental 813,154 745,648 67,506
Total $18,757,989 $10,694,530 $ 8,063,459

General Fund

The District’s general fund balance increased $7,578,017. An analysis of the increase is presented in the table on
the following page.

Bond Retirement Fund

The bond retirement fund had $3,032,667 in revenues and $2,614,731 in expenditures. During fiscal 2008, the bond
retirement fund’s fund balance increased $417,936 from $3,338,117 to $3,756,053. Taxes generated by the District
for bond retirement are sufficient to repay future principal and interest obligations.

Other Governmental Funds

The fund balances of the other governmental funds increased 9.05% over the prior year. This increase was primarily
due to increases in the fund balance of the food service fund and the IDEA, Part B special education fund. Both of
these funds received intergovernmental revenue support which were sufficient to cover expenditures of the funds.
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The table that follows assists in illustrating the financial activities and fund balance of the general fund.

2008 2007 Increase Percentage

Amount Amount (Decrease) Change
Revenues
Taxes $ 42,167,356 $ 37,998,780 $ 4,168,576 10.97
Tuition 49,089 9,041 40,048 442.96
Earnings on investments 980,041 960,565 19,476 2.03
Intergovernmental 9,194,226 7,727,251 1,466,975 18.98
Other revenues 226,654 172,248 54,406 31.59
Total $ 52,617,366 $ 46,867,885 $ 5,749,481 12.27
Expenditures
Instruction $ 25,317,169 $ 24,997,778 319,391 1.28
Support services 18,109,833 17,737,664 372,169 2.10
Extracurricular activities 804,241 769,537 34,704 451
Facilities acquisition and construction 795,312 131,344 663,968 505.52
Debt service 11,384 11,384 - -
Total $ 45,037,939 $ 43,647,707 $ 1,390,232 3.19

The increased tax revenue is due to two components: (1) an increase in the assessed valuation of the District in part
due to the newly opened Crocker Park mixed-use development. This development comprises retail shopping, a
business park and residential area located within the District boundaries and (2) an increase in the amount of tax
advance available to the District at June 30, 2008 versus June 30, 2007. At June 30, 2008, the amount of tax
advance available in the general fund was $5,406,198 and the amount of tax advance available at June 30, 2007 was
$4,155,908. The increase is reflected as an increase to tax revenue on the modified accrual basis of accounting. The
amount of tax advance available can vary depending upon when tax bills are sent out by Cuyahoga County.

The District also had an increase of 18.98% in intergovernmental revenue primarily due to reimbursement from the
State of Ohio for lost personal property tax revenue due to House Bill No. 66 (see note 6 to the financial statements
for detail).

Tuition revenue increased due to an increase in open enrollment students in fiscal year 2008. All other revenue
items were comparable to the prior year or were immaterial in variance amount

Instruction and support services expenditures increased due to normal and customary increases in employee wage,
benefit and retirement contributions.

Facilities acquisition and construction increased as the District performed more building improvement projects
during fiscal year 2008 versus 2007.

All expenditure items remained consistent with the prior year or were immaterial in variance amount.
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