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Sandusky City Schools

407 Decatur Street + Sandusky, Ohio 44870-2442 + 419-626-6940

December 28, 2006

Members of the Board of Education and Residents of the
Sandusky City School District

The Comprehensive Annual Financial Report (CAFR) of the Sandusky City School District (the “District”) for the
fiscal year ended June 30, 2006 is hereby submitted. This CAFR includes financial statements and other financial
and statistical data and conforms to accounting principles generally accepted in the United States of America
(GAAP) as they apply to governmental entities. Responsibility for both the accuracy of the data, and the
completeness and fairness of the presentation, including all disclosures, rests 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 various funds of the District. All disclosures
necessary to enable the reader to gain an understanding of the District’s financial activities have been included.

The comprehensive annual financial report is presented in three sections as follows:

1. Introductory Section - This section contains a Letter of Transmittal, List of Principal Officers,
Organizational Chart of the District, Certificate of Achievement for Excellence in Financial
Reporting and Certificate of Excellence in Financial Reporting.

2. Financial Section - This section begins with the Independent Accountants’ Report, the
Management’s Discussion and Analysis, the Basic Financial Statements and Notes providing an
overview of the District’s financial position and operating results, the Combining Statements by
Fund Type, and other schedules providing detailed information relative to the Basic Financial
Statements.

3. Statistical Section - This section presents selected financial and demographic information, generally
presented on a multi-year basis.

Management of the District is responsible for establishing and maintaining an internal control structure designed to
ensure that the assets of the District are protected from loss, theft or misuse and to ensure that adequate accounting
data are compiled to allow for the preparation of financial statements in conformity with GAAP. The internal control
structure is designed to provide reasonable, but not absolute, assurance that these objectives are met. The concept of
reasonable assurance recognizes that: (1) the cost of a control should not exceed the benefits likely to be derived
from its implementation; and (2) the valuation of costs and benefits requires estimates and judgments by
management.

State statute requires an annual audit by independent accountants. The Ohio Auditor of State’s office conducted the
audit. The audit has been conducted in accordance with generally accepted auditing standards, generally accepted
government auditing standards, and include a review of internal controls and test of compliance with Federal and
State laws and regulations. The Independent Accountant’s Report is included in this CAFR.

As a part of the District’s independent audit, tests are made to determine the adequacy of the internal control
structure, including that portion related to federal financial assistance programs, as well as to determine that the
school district has complied with applicable laws and regulations. The results of the District’s independent audit for
the fiscal year ended June 30, 2006 provided no instances of material weaknesses in the internal control structure or
significant violations of applicable laws and regulations.
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This transmittal letter is designed to provide historical information about the District, as well as compliment the
required Management’s Discussion and Analysis (MD&A). Generally accepted accounting principles require that
management provide a narrative introduction, overview, and analysis to accompany the basic financial statements.
The District’'s MD&A, which focuses on the government-wide statements, can be found immediately following the
Independent Accountant’ s Report.

PROFILE OF SANDUSKY CITY SCHOOL DISTRICT

The District ranks as 99" largest by total enrollment among the 615 public school districts in the state and is the
largest in Erie County. As of the current school year (2005-06), the average daily membership (ADM) was 4,058
students. Most of these students attend one of the District’s thirteen schools (six of which were built in the 1800’s,
with the most recent additions having been constructed in 1991), while a number of handicapped students are served
by Erie County special education units outside the District. District enrollment is expected to gradually decline over
the next several years.

The Digtrict has 576 full and part time employees. The District employs 360 certified staff members and 30
administrators. Additionally, the District employs 11 full-time adult education instructors and 175 full-time and part-
time non-teaching staff members.

The District offers a wide variety of educational programs for all segments of the community. Sandusky High
Schooal is one of the few comprehensive high schools in Ohio, containing twelve (12) career technical education
programs as well as a wide range of college preparatory offerings. Additionally, the adult continuing education
program serves more than 2,000 adults each year. The District provides extensive special education services and
offers akindergarten through twelfth grade accelerated and gifted program. All District kindergarten students attend
all-day, everyday kindergarten classes and benefit from afull day of instruction.

A full range of extracurricular programs and activities is available to students beginning with the elementary grades.
All District schools have libraries, special purpose rooms, including computer labs and unique curricular offerings
designed by the individual building staff and administration.

An active Council of local neighborhood Parent Councils provides for articulation, cooperation, and communication
and partnership between parents, community members, and school officials.

The District cooperates with the City of Sandusky Recreation and Parks Department, churches and a number of
community and civic organizations in making school facilities available for athletic, recreational and enrichment
activities.

Classroom teachers at all levels are supported by specialists in media, guidance, art, instrumental and vocal music,
physical education and curriculum development. A comprehensive interscholastic and intramural sports program is
offered to students at select grade levels of the District. All elementary schools have full-time media aides and
secondary schools are staffed by certified media specialists. Three school nurses, four psychologists, one media
coordinator, ten counselors, specific coordinators for Title | (a federally funded reading and mathematics program),
and gifted programs offer direction, support and coordination of servicesfor all students.

Overlapping Governmental Entities

The major political subdivisions or other governmental entities that overlap the territory of the District are listed
below. The stated percentage is that percentage of the tax valuation of the overlapping entity that is located within
the District.

1. A portion (25.27%) of Erie County (functions allocated to counties by Ohio law, such as elections, health and
human services, and judicial).

2. The City of Sandusky (100%) (municipal corporation responsibilities).



Each of these entities operates independently, with its own separate budget, taxing power, and sources of revenue.
Both Erie County and the City of Sandusky levy ad valorem property taxes within the ten-mill limitation (subject to
available statutory allocation of the 10 mills). The District also acts as fiscal agent for local tax revenues distributed
to the Sandusky Library, located within the District’s boundaries, with this revenue reported in the agency funds.
The District is not considered a component unit of another government.

The District is an active member of the Enterprise Zone Negotiating Committee, along with the City of Sandusky
and Erie County. The Enterprise Zone offers tax abatements for real and persona property improvements and
additions to businesses located within the city. A number of local companies have been granted partial tax
abatements on additions made during the last several years. The City of Sandusky and the District have also
benefited from these expansions through additional tax revenues from the unabated portion of valuation increases on
the property and from improved economic conditions resulting from growth in employment of city residents.

Employees

A statewide public employee bargaining law applies generally to public employee relations and collective
bargaining. The starting salary (2005-06 school year) for a teacher with a bachelor’'s degree is $30,320, and the
maximum salary for ateacher with a master’ s degree plus 24 graduate hours and 23 years of experience is $63,672.

The District’'s certificated employees, excluding administration, are members of the Sandusky Education
Association (S.E.A.), a labor organization affiliated with the Ohio Education Association. The current contract
between the Board of Education and the S.E.A. expires August 31, 2007.

All of the District’s support staff employees, including secretarial, custodial, maintenance, transportation, and
teacher aides, are represented for bargaining purposes by the Sandusky Non-Teaching Employees Association
(SN.T.E.A.), alabor organization affiliated with the Ohio Education Association. The current S.N.T.E.A. contract
expires June 30, 2009.

The Didtrict has never experienced any work stoppage or job actions. In the judgment of the Board and
administration, labor relations between the District and its employees remain excellent.

Parochial Schools
The District acts as fiscal agent for state funds distributed to parochial schools, with revenue reported in special
revenue funds. The following four (4) parochial schools, located within the District, serve students who reside both

inside and outside the District. As of June, 2006, approximately 56% of the students reside within the District.

2005-06 Enrollment

Parochial School District Outside Total
St. Mary’s Elementary (Grades 4 - 8) 170 117 287
Sts. Peter & Paul Elementary (Grades K - 3) 123 85 208
Holy Angels Elementary (Pre-School) 8 9 17
St. Mary’s Central Catholic High School 104 108 212
405 319 724
Budgetary Controls

In addition to the internal control structure mentioned above, the District maintains budgetary controls. The
objective of these budgetary controls is to ensure compliance with legal provisions embodied in the annual
appropriated budget approved by the Board of Education. Activities of al funds are included in the annual
appropriated budget. The level of budgetary control (that is, the level at which expenditures cannot legally exceed
the appropriated amount) is established by function and object of expenditure within an individual fund. The
Disgtrict also maintains an encumbrance accounting system as one technique of accomplishing budgetary control.

Unencumbered amounts lapse at year-end. A complete description of the District’s Budgetary Process can be found
in Note 2.E. to the basic financia statements.



ECONOMIC CONDITION
Local Economy

The District is located in Erie County, in Northwest Ohio, approximately sixty miles west of Cleveland and sixty
miles east of Toledo. All of the Digtrict is located within Erie County and falls entirely within the corporate
boundaries of the City of Sandusky, which lies on the shores of Sandusky Bay and Lake Erie.

The Digtrict is served by diversified transportation facilities including immediate access to four State highways and
Interstate 80 (Ohio Turnpike). The District is served by CSX, Norfolk and Southern, and Amtrak Rail Services.
Griffing Airport (Commuter Services) islocated within the District’s boundaries.

Major commercia banks with offices within the District include National City Bank, US Bank, Key Bank, Fifth
Third Bank and The Citizens Banking Company.

Two daily newspapers serve the District. The District falls within the broadcast area of seven television stations and
numerous AM/FM radio stations. One television station is located within the city limits as are two AM/FM radio
stations. The District has a cable television license and broadcasts school information on cable Channel 81.

Within commuting distance of the District are numerous public and private two and four-year colleges and
universities including Firelands College, Ashland University, Cleveland State University, Toledo University,
Bowling Green State University, and Lorain Community College. Ashland University and Bowling Green State
University utilize District facilities and staff for course offerings to District staff members and other interested
residents and students.

The District is served with a wide range of recreational offerings through school and City recreation and park
programs. One of the things that make the District an attractive place to live isits unique location. It islocated on
both Sandusky Bay and Lake Erie with over twenty-two (22) miles of shoreline within the city limits. The close
association with the water and the inherent access to boating, sailing, fishing, and swimming, etc. gives this District
an atmosphere of a coastal city. Lake freighters, ferry boats, commercia fishing boats and pleasure boats are
commonplace. The lake and bay along with Cedar Point Amusement Park, many fine golf courses, restaurants,
motels, shops, and business enterprises have resulted in a booming tourist trade and have given the District’s area
the reputation of being one of the premier placesin the country to live. The District offers the advantages of a small
town, a reasonable cost of living, and excellent medical facilities (including Firelands Regional Medical Center in
Sandusky).

The local economy has been in a gradual decline for several years. A number of businesses have closed or left
Sandusky, taking with them a significant number of manufacturing jobs. The City’s unemployment rate in 2005
was 6.7%, compared with state and national unemployment rates of 5.9% and 5.1% respectively. If one or both of
the large plants in the area that manufacture automotive components are closed within the next two years as
expected, the loss of jobs will further impact City residents who are currently employed there or who are searching
for employment.

As further evidence of a struggling economy in Sandusky, according to the U.S. Census Bureau the median family
income in the City was $37,749 in the year 2000, compared with $40,956 and $41,994 state and national averages,
respectively. Additionally, the median home value in Sandusky in 2000 was $75,400, compared with $103,700 and
$119,600 median home values in the state and the nation, respectively.

Long-Term Financial Planning

The Disgtrict prepares a five-year financial forecast annually for use as atool for long range planning. The five-year
forecast contains projected local and state revenues, spending patterns within each area of the budget, and cash
balances in the District’s operating fund. The five-year forecast provides early warning signs of potential financial
problems.



The District uses the five-year forecast to provide a basis for making financial decisions, including the construction
of the annual budget, adjustments to staffing levels, collective bargaining, and the placement of tax levies on the
ballot. Specific examples of recent decisions that have resulted in improvements in the District’ s financial condition
include the approval of a 5.9 mill operating levy in 2003, the elimination of 60 staff positions over a five-year
period, in conjunction with the closing of an two elementary school buildings and an alternative school.

Major Initiatives for the Year

The District implemented a number of significant programs during the past year to meet student and community
needs.

The District continued to invest in technology in the 2005-06 school year. Completed upgrades in technology
include the purchase of new hardware and software to replace many outdated computers. More than 700 new
computers were purchased for the elementary schools and were in place at the beginning of the 2005-06 school year.
The District employs a director of network technology, two computer technicians, and an instructional technology
facilitator to provide support to District staff.

The District received a Reading First Ohio grant in the amount of $2,167,175 for the 2005-06 school year, to be used
for improving reading scores in grades K-3 in the seven elementary buildings. In the first year of the grant, funds
were used to purchase a scientifically research-based reading program, equipment to assess student data, and
personnel to assist in reading improvement (7 literacy specialists, 4 data manager/resource coordinators, and 1
coordinator.) The goal isto improve reading scores and to ensure that all students will be able to read successfully
by the end of the third grade, in compliance with the U.S. Department of Education’s No Child Left Behind Act.

The District closed an elementary school and an alternative school at the end of the 2005-06 school year. The
restructuring plan resulted in the elimination of twenty staff positions and is expected to save the District more than
$1 million per year.

Major Initiatives for the Future

The District will continue to upgrade all areas of technology in the 2006-07 school year and beyond. Plans include
the replacement of outdated computer software and hardware annually, as well as providing al staff with regularly
scheduled in-service training in technology.

The District will continue to refine its master plan for future facility needs in concert with the Ohio School Facilities
Commission. Public meetings have been scheduled for community discussion and direction as the District prepares
to implement its master plan, which provides for the construction of a number of new schools and the renovation of
all existing school buildings that will remain in service.

In the second and third years of the Reading First Ohio grant, funds are estimated to be $1,538,519 and $1,384,667,
respectively, and are to be used to fund personnel to assist in reading improvement and to purchase materials for the
reading program.

The Disgtrict is projecting the need for additional local funding for school operations in the near future, and plans to
place atax levy on the ballot in 2007.

AWARDSAND ACKNOWLEDGEMENTS

The Government Finance Officers Association of the United States and Canada (GFOA) awarded a Certificate of
Achievement for Excellence in Financial Reporting to the Sandusky City School District for its comprehensive
annual financia report for the fiscal year ended June 30, 2005. In order to be awarded a Certificate of Achievement,
a government unit must publish an easily readable and efficiently organized comprehensive annual financial report.
This report must satisfy both generally accepted accounting principals and applicable legal requirements. A
Certificate of Achievement isvalid for a period of one year only. We believe that our current comprehensive annual
financial report continues to meet the Certificate of Achievement Program’s requirements, and we are submitting it
to the GFOA to determine its eligibility for another certificate.



The District has also received a Certificate of Excellence in Financial Reporting in School Districts from the
Association of School Business Officials (ASBO) for the District’s comprehensive annual financial report for the
fiscal year ended June 30, 2005. The award is granted only after an intensive review of financial reports by an
expert panel of certified public accountants and practicing school business officials. We believe our current report
continues to conform to the Certificate of Achievement program requirements, and we are submitting it to ASBO to
determine its eligibility for another certificate. .

The preparation of the comprehensive annual financial report on a timely basis was made possible by the dedicated
services of the Treasurer’s office staff. In addition, we acknowledge the outstanding services of our data processing
department in meeting the vast informational requirements. Our consultant, Julian & Grube, Inc., provided us with
expert technical assistance in all phases of preparing the report. The assistance of the Erie County Auditor’s office
in providing information is also appreciated. Finally, we wish to acknowledge the cooperation of the team from the
Ohio Auditor of State’s office, who conducted a thorough audit of our finances.

In closing, without the leadership and support of the Board of Education of the District, preparation of this report
would not have been possible.

Sincerely,
ey (Ol (0
A. Trﬁuts, Treasurer William F. Pahl, Superintendent
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Auditor of State
Betty Montgomery

INDEPENDENT ACCOUNTANTS’ REPORT

Sandusky City School District
Erie County

407 Decatur Street
Sandusky, Ohio 44870-2483

To the Board of Education:

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, the major fund, and the aggregate remaining fund information of the Sandusky City School
District, Erie County, Ohio (the District), as of and for the year ended June 30, 2006, 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, the business-type activities, the major fund,
and the aggregate remaining fund information of Sandusky City School District, Erie County, Ohio, as of
June 30, 2006, 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 28,
2006, 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.

One Government Center / Room 1420 / Toledo, OH 43604-2246
Telephone: (419) 245-2811 (800) 4439276  Fax: (419) 245-2484
www.auditor.state.oh.us
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Sandusky City Schools
Independent Accountants’ Report
Page 2

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.

We conducted our audit to opine on the financial 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.

Tt hamtgmeny

Betty Montgomery
Auditor of State

December 28, 2006
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SANDUSKY CITY SCHOOL DISTRICT
ERIE COUNTY, OHIO

MANAGEMENT’S DISCUSSION AND ANALY SIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2006
UNAUDITED

Thediscussion and analysisof Sandusky City School Digtrict’ s (the* District”) financial performance providesan overall
review of the District’s financia activities for the fiscal year ended June 30, 2006. The intent of this discussion and
analysisistolook at the District’ sfinancial performance as awhole; readers should al so review thetransmittal letter, the
basic financial statementsand the notesto the basic financia statementsto enhancetheir understanding of the District’s
financia performance.

Financial Highlights
Key financial highlights for 2006 are as follows:

e Intotal, net assets decreased $969,725. Net assets of governmental activities decreased $646,744, which represents
a4.71% decrease from 2005. Net assets of business-type activities decreased $322,981 or 441.13% from 2005.

e General revenues related to governmental activities accounted for $36,914,148 in revenue or 79.63% of all
governmental revenues. Program specific revenues related to governmental activities in the form of charges for
services and sal es, grants and contributions accounted for $9,440,549 or 20.37% of total governmental revenues of
$46,354,697.

e TheDistrict had $47,001,441 in expensesrel ated to governmental activities; only $9,440,549 of these expenseswas
offset by program specific chargesfor services, grants or contributions. General revenues supporting governmental
activities (primarily taxes and unrestricted grants and entitlements) of $36,914,148 were not adequateto providefor
these programs.

e TheDistrict’sonly major governmental fund isthe general fund. The general fund had $36,000,849 in revenuesand
other financing sources and $36,299,704 in expenditures. Thegeneral fund’ sfund balance decreased $274,991 from
abalance of $1,771,982 to $1,496,991.

e Net assets for the District’s two enterprise funds decreased $322,981. The enterprise funds had $2,683,075 in
revenues and $3,006,056 in expenses.

Using this Comprehensive Annual Financial Report (CAFR)

This annual report consists of a series of financial statements and notes to those statements. These statements are
organized so the reader can understand the District asafinancial whole, an entire operating entity. The statementsthen
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 alonger-term view of those finances. Fund financial
statements provide the next level of detail. For governmental funds, these statementstell how serviceswerefinancedin
the short-term aswell aswhat remainsfor future spending. Thefund financial statementsalsolook at the District’ smost
significant fundswith all other nonmajor funds presented in total in one column. In the case of the District, the general
fund is by far the most significant fund, and the only governmental fund reported as a major fund.
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SANDUSKY CITY SCHOOL DISTRICT
ERIE COUNTY, OHIO

MANAGEMENT’S DISCUSSION AND ANALY SIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2006
UNAUDITED

Reporting the District asa Whole
Statement of Net Assets and the Statement of Activities

Whilethis document containsthe large number of funds used by the District to provide programsand activities, the view
of the District as awhole looks at all financial transactions and asks the question, “How did we do financially during
20067" The Statement of Net Assetsand the Statement of Activitiesanswer thisquestion. These statementsincludeall
assets, liahilities, revenues and expenses using the accrual basis of accounting similar to the accounting used by most
private-sector companies. Thisbasisof accounting will takeinto account all of the current year’ srevenues and expenses
regardless of when cash is received or paid.

These two statements report the District’ s net assets and changesin those assets. Thischangein net assetsisimportant
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.

Inthe Statement of Net Assets and the Statement of Activities, the District isdivided into two distinct kinds of activities:

Governmental Activities- Most of the District’ s programs and services are reported here including instruction, support
services, operation and maintenance of plant, pupil transportation and extracurricular activities.

Business-Type Activities - These services are provided on a charge for goods or services basis to recover al or a
significant portion of the expenses of the goods or services provided. The District’ s adult education programs and food
service operations are reported as business activities.

The District’s statement of net assets and statement of activities can be found on pages F17-F19 of this report.
Reporting the District’s Most Significant Funds
Fund Financial Statements

The analysis of the District’s magjor governmental fund begins on page F11. Fund financial reports provide detailed
information about the District’s mgjor funds. The District uses many funds to account for a multitude of financia
transactions. However, thesefund financial statementsfocuson the District’ smost significant funds. The District’ sonly
major governmental fund is the general 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 eft at year-end avail able for spending in future periods. These fundsare reported using an
accounting method called modified accrual accounting, which measures cash and all other financial assets that can
readily be converted to cash. The governmental fund statements provide a detailed short-term view of the District’s
general government operations and the basic servicesit provides. Governmental fund information hel psyou determine
whether there are more or fewer financia resourcesthat can be spent in the near future to finance educational programs.
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SANDUSKY CITY SCHOOL DISTRICT
ERIE COUNTY, OHIO

MANAGEMENT’S DISCUSSION AND ANALY SIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2006
UNAUDITED

The relationship (or differences) between governmental activities (reported in the Statement of Net Assets and the
Statement of Activities) and governmental fundsisreconciled inthefinancial statements. The basic governmental fund
financial statements can be found on pages F20-F24 of this report.

Proprietary Funds

The District maintains proprietary funds. The District maintainstwo enterprise fundsthat account for the District’ sfood
service and adult education operations. Internal service funds are an accounting device used to accumul ate and allocate
costsinternally among the District’ svariousfunctions. TheDistrict’ sinternal servicefund accountsfor self-insurance of
the District’ smedical, dental and vision benefits. Thebasic proprietary fund financial statementscan befound on pages
F25-F28 of this report.

Reporting the District’s Fiduciary Responsibilities

TheDisgtrict isthetrustee, or fiduciary, for itsscholarship programs. Thisactivity ispresented asaprivate-purposetrust
fund. The District also actsin atrustee capacity as an agent for individuals, private organizations, other governmental
units and/or other funds. These activities are reported in two agency funds. All of the District’ sfiduciary activitiesare
reported in separate Statements of Fiduciary Net Assets and Changesin Fiduciary Net Assets on pages F29 and F30.
These activities are excluded from the District’ s other financial statements because the assets cannot be utilized by the
District to finance its operations.

Notesto the Basic Financial Statements

The notes provide additional information that is essential to afull understanding of the data provided in the government-
wideand fund financial statements. These notesto the basic financial statements can be found on pages F31-F58 of this
report.

The District asa Whole

The Statement of Net Assets providesthe perspective of the District asawhole. Thetable below providesasummary of
the District’s net assets for 2006 compared to fiscal 2005.
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Assets

Current assets

Capital assets
Total assets

Liabilities

Current ligbilities
Long-term liabilities

Total liabilities

Net Assets

Invested in capital assets,
net related of debt

Restricted

Unrestricted (deficit)

Total net assets (deficit)

SANDUSKY CITY SCHOOL DISTRICT

ERIE COUNTY, OHIO

MANAGEMENT’S DISCUSSION AND ANALY SIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2006

UNAUDITED
Net Assets
Governmenta Activities Business-Type Activities Total
2006 2005 2006 2005 2006 2005

$31,694,511  $ 31,347,669 $ (7,166) $ 319,680 $31,687,345  $31,667,349
11,070,687 11,237,490 130,010 110,021 11,200,697 11,347,511
42,765,198 42,585,159 122,844 429,701 42,888,042 43,014,860
24,474,141 23,557,620 260,943 229,258 24,735,084 23,786,878
5,220,985 5,310,723 111,666 127,227 5,332,651 5,437,950
29,695,126 28,868,343 372,609 356,485 30,067,735 29,224,828
9,774,216 9,577,678 130,010 110,021 9,904,226 9,687,699
2,277,541 2,460,505 - - 2,277,541 2,460,505
1,018,315 1,678,633 (379,775) (36,805) 638,540 1,641,828
$13,070,072  $13,716,816 $(249,765) $ 73216 $12,820,307  $ 13,790,032

Total governmental activities assets increased by $180,039 while total governmental liabilitiesincreased by $826,783
resulting in adecrease to net assets of $646,744. Taxesreceivablein 2006 contributed $20,534,242 or 48.02% of total
governmental assets. Liabilities of governmental activitiesincreased due to an overall increase in accrued wages and
benefits, accounts payable, and claims payable. Total business-type activities assets decreased by $306,857 while total
liabilities increased $16,124 resulting in a decrease of $322,981 to net assets. The significant decrease in net assets of
business-type activitieswas dueto increasing costs associ ated with new staff for three new programsimplemented during
2006 in the adult education program and increasing food and labor costs in food service operations.

$50,000,000 1
$40,000,000 1
$30,000,000 1
$20,000,000 1
$10,000,000 1

$-

Governmental - Net Assets

$42,765,198

$29,695,126

$13,070,072

2006

$42,585,159

$28,868,343

$13,716,816
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SANDUSKY CITY SCHOOL DISTRICT
ERIE COUNTY, OHIO

MANAGEMENT’S DISCUSSION AND ANALY SIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2006

UNAUDITED

Business-Type - Net Assets

$400,000

$300,000
$200,000

$100,000

$

$(100,000)H
$(200,000){H

$(249,765)

$122,844

— $73,216

$429,701

$(300,000)

The table bel ow shows the changes in net assets for governmental activities and business-type activities for fiscal year

2006

2006 compared to fiscal year 2005.

Revenues
Program revenues:
Charges for services and sales
Operating grants and contributions
General revenues:
Property taxes
Grants and entitlements
Other

Total revenues

Governmental Activities

2005

Changein Net Assets

Business-Type Activities

O Net Assets
B Liabilities
OAssets

Total

2006 2005 2006 2005 2006 2005
$ 463,677 $ 492,489 $1,245,147 $1,237,963 $ 1,708,824  $ 1,730,452
8,976,872 6,312,983 1,437,928 1,383,770 10,414,800 7,696,753
19,190,301 18,886,142 - - 19,190,301 18,886,142
16,892,666 17,143,794 - - 16,892,666 17,143,794
831,181 568,350 - - 831,181 568,350
46,354,697 43,403,758 2,683,075 2,621,733 49,037,772 46,025,491
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Expenses
Program expenses:
Instruction:
Regular
Specia
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
Extracurricular activities
Intergovernmental
Interest and fiscal charges
Food service
Adult education

Tota expenses

Excess (deficiency) before transfers
Transfers

Changes in net assets

Net assets, beginning of year

Net assets (deficit), end of year

Governmental Activities

SANDUSKY CITY SCHOOL DISTRICT
ERIE COUNTY, OHIO

MANAGEMENT’S DISCUSSION AND ANALY SIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2006

UNAUDITED
Governmental Activities Business-Type Activities Total

2006 2005 2006 2005 2006 2005
16,595,278 16,693,186 - 16,595,278 16,693,186
8,200,870 7,667,920 - 8,200,870 7,667,920
1,505,882 1,392,174 - 1,505,882 1,392,174
144,744 - - 144,744 -
1,465,312 130,949 - 1,465,312 130,949
1,892,558 1,795,398 - 1,892,558 1,795,398
2,843,356 1,567,099 - 2,843,356 1,567,099
262,873 290,483 - 262,873 290,483
3,093,269 3,155,898 - 3,093,269 3,155,898
773,037 747,826 - 773,037 747,826
171,953 163,970 - 171,953 163,970
4,597,967 4,278,015 - 4,597,967 4,278,015
1,505,074 1,424,910 - 1,505,074 1,424,910
1,309,047 617,090 - 1,309,047 617,090
994,169 365,104 - 994,169 365,104
1,151,621 1,091,654 - 1,151,621 1,091,654
425,781 475,587 - 425,781 475,587
68,650 75,913 - - 68,650 75,913
- - 1,889,370 1,918,480 1,889,370 1,918,480
- - 1,116,686 820,179 1,116,686 820,179
47,001,441 41,933,176 3,006,056 2,738,659 50,007,497 44,671,835
(646,744) 1,470,582 (322,981) (116,926) (969,725) 1,353,656
- (2,250) - 2,250 - -
(646,744) 1,468,332 (322,981) (114,676) (969,725) 1,353,656
13,716,816 12,248,484 73,216 187,892 13,790,032 12,436,376
$ 13,070,072  $13,716,816 $ (249,765 $ 73216 $12,820,307  $13,790,032

Net assets of the District’s governmental activities decreased $646,744. Total governmental expenses of $47,001,441
were offset by program revenues of $9,440,549 and general revenues of $36,914,148. Program revenues supported
20.09% of the total governmental expenses.

The primary sources of revenue for governmental activities are derived from property taxes and grantsand entitlements.
Thesetwo revenue sourcesrepresent 77.84% of total governmental revenue. Real estate property isreappraised every six
years. Erie County underwent atriennial update during 2003. Although recent growth has had a positive effect on the
District’ stax base, the full tax revenue impact has not been realized due to H.B. 920. This state law, enacted in 1976,
does not allow for revenueincreases caused by inflationary growth of real property values. Increasesin valuation prompt
corresponding annual reductionsin the “effective millage”, thetax rates applied to real property. Thus, although District
tax valuation continues to grow, this built-in revenue limitation reguires the District to request additional school
operating revenue by placing alevy on the ballot periodically (every three to five years, on average).
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SANDUSKY CITY SCHOOL DISTRICT
ERIE COUNTY, OHIO

MANAGEMENT’S DISCUSSION AND ANALY SIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2006
UNAUDITED

The 4.9 mill school operating levy passed by votersin March, 1996, which generated approximately $1.8 million per
year, provided adequate revenue for general fund operating expenses through the year 2003. In November, 2003, voters
approved a5.9 mill school operating levy which isexpected to generate approximately $2.65 million annually beginning
in 2004. During 2005, the District realized itsfirst full year of tax revenue from the operating levy.

Instructional expenses accounted for 59.39% of instructional expenses. Supporting service include those related to
pupils, staff, administration and business operations and account for an additional 34.99% of expenses. The remaining
amount of program expenses, 5.62% is used to finance other obligations of the District such as operations of non-
instructional services, extracurricular activities, intergovernmental pass through, and interest and fiscal charges.

Expenses increased $5,068,265 or 12.09% from fiscal year 2005. Thisincrease is attributed to an overall increasein
salaries, wages and fringe benefits and additional expenses of approximately $2,930,000 associated with the Y outh
Involvement program.

The graph below presents the District’s governmental activities revenue and expenses for fiscal years 2006 and 2005.

Governmental Activities - Revenues and Expenses

$48,000,000 1
$46,000,000 1

$46,354,697

$44,000,000 1 Tep—
$42,000,000 1 $43,403,758

$40,000,000 B Expenses
$38,000,000

Fiscal Year 2006 Fiscal Year 2005

The Statement of Activities showsthe cost of program services and the charges for services and grants offsetting those
services. Thefollowing table shows, for governmental activities, thetotal cost of services and the net cost of servicesfor
2006 and 2005. Thatis, itidentifiesthe cost of these services supported by tax revenue and unrestricted state grantsand
entitlements.
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SANDUSKY CITY SCHOOL DISTRICT

ERIE COUNTY, OHIO

MANAGEMENT’S DISCUSSION AND ANALY SIS

FOR THE FISCAL YEAR ENDED JUNE 30, 2006

UNAUDITED

Governmental Activities

Total Cost of Net Cost of Total Cost of Net Cost of
Services Services Services Services
2006 2006 2005 2005
Program expenses:
Instruction:
Regular $ 16,595,278 $ 15,273,826 $ 16,693,186 $ 14,997,220
Special 8,200,870 5,949,197 7,667,920 5,560,552
Vocational 1,505,882 1,379,432 1,392,174 1,202,116
Adult/continuing 144,744 20,659 - -
Other 1,465,312 140,456 130,949 130,949
Support services:
Pupil 1,892,558 1,667,840 1,795,398 1,619,083
Instructional staff 2,843,356 1,148,073 1,567,099 903,762
Board of Education 262,873 208,820 290,483 290,483
Administration 3,093,269 2,908,249 3,155,898 2,934,619
Fiscal 773,037 758,733 747,826 734,431
Business 171,953 171,953 163,970 163,970
Operations and maintenance 4,597,967 4,564,537 4,278,015 4,234,812
Pupil transportation 1,505,074 1,505,074 1,424,910 1,424,910
Centrd 1,309,047 988,315 617,090 582,491
Operation of non-instructional services 994,169 (5,413) 365,104 (519,700)
Extracurricular activities 1,151,621 829,755 1,091,654 777,232
Intergovernmental 425,781 (17,264) 475,587 14,861
Interest and fiscal charges 68,650 68,650 75,913 75,913
Total expenses $ 47,001,441 $ 37,560,892 $41,933,176 $ 35,127,704

The dependence upon tax revenues during fiscal year 2006 for governmental activitiesis apparent, as 81.55% of 2006
instruction activities are supported through taxes and other general revenues. All governmental activities, general
revenue support is 79.91% in 2006. The District’s taxpayers as a whole, is by far the primary support for District's

students.

The graph below presents the District’ s governmental activities revenue for fiscal years 2006 and 2005.

Governmental Activities- General and Program Revenues
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$40,000,000
$30,000,000
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$9,440,549

$6,805,472

$

Fiscal Year 2006 Fiscal Year 2005
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SANDUSKY CITY SCHOOL DISTRICT
ERIE COUNTY, OHIO

MANAGEMENT’S DISCUSSION AND ANALY SIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2006
UNAUDITED

Business-Type Activities

Business-type activitiesinclude adult education and food service operations. These programs had combined revenues of
$2,683,075 and expenses of $3,006,056 for fiscal year 2006 resulting in adecrease in net assets of $322,981. Although
the District took steps to tighten food service expenses and reduced staff in fiscal year 2006, increasing food and labor
costs combined with flat revenues resulted in deficit net assets of $191,002 in the food service fund. During fiscal year
2006 the adult education fund had three new programs that began operations: cosmetology, fire and rescue, and the
school of practical nursing. Additional staff washired for these programs, resulting in anincreasein salaries and wages
and additional program costs. The District did not receive state funding during fiscal year 2006 that was anticipated to
finance the programs, resulting in a decrease in net assets of $291,549 in the adult education fund. State funding and
tuition fees are expected to be received during fiscal year 2007 to fund the programs. The District’s business activities
receive no support from tax revenues.

TheDistrict’s Funds
TheDistrict’ sgovernmental funds (as presented on the balance sheet on page F20) reported acombined fund bal ance of

$2,955,738, which isbelow last year’ stotal of $3,379,624. The schedule below indicatesthe fund balance and the total
changein fund balance as of June 30, 2006 and 2005.

Fund Balance Fund Balance

June 30, 2006 June 30, 2005 (Decrease)
General $ 1,496,991 $ 1,771,982 $ (274,991)
Other Governmental 1,458,747 1,607,642 (148,895)
Total $ 2,955,738 $ 3,379,624 $ (423,886)

General Fund

The table that follows assistsin illustrating the financia activities and fund balance of the general fund.

2006 2005 Percentage
Amount Amount Change

Revenues

Taxes $ 17,782,508 $ 19,061,348 (6.71) %
Interest earnings 351,124 174,278 10147 %
Intergovernmental 16,805,825 17,120,053 (1.84) %
Other revenues 541,647 440,786 22.88 %
Total $ 35,481,104 $ 36,796,465 (3.57) %

The fund balance of the general fund decreased $274,991. Tax revenue decreased 6.71% from fiscal year 2005 as a
result in the amount of taxes collected by the Erie County Auditor and available to the District as an advance at fiscal
year end. These amounts vary depending upon when the tax bills are sent. On a cash basis, the fiscal year 2006 tax
revenue actually increased $172,872. The decrease in tax revenue is caused by the application of GAAP and the
requirement to record tax revenue for amounts collected by the Erie County Auditor at June 30 and available to the
District as an advance.
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SANDUSKY CITY SCHOOL DISTRICT
ERIE COUNTY, OHIO

MANAGEMENT’S DISCUSSION AND ANALY SIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2006
UNAUDITED

These amounts are reserved on the fund financial statements as tax advance unavailable for appropriation.
Intergovernmental revenue decreased $314,228 or 1.84% from the prior year. Thisis attributed to a decrease in the
amount of grants and state foundation the District received in 2006. The significant increasein investment incomeisthe
result of therising interest rate market. The increase in other general fund revenues can be attributed to an increasein
tuition and local revenue.

Revenues - Fiscal Year 2006 Revenues - Fiscal Year 2005

Other Revenues
1.30%

Other Revenues
1.54%

Taxes Intergovern- Taxes
Intergovern- 50.11% mental 46.01%
mental 52.20% ’
47.60%
Investment
Investment Income
Income 0.25%
0.99%
The table that follows assists in illustrating the expenditures of the general fund.
2006 2005 Percentage
Amount Amount Change
Expenditures
Instruction $ 22,336,031 $ 21,615,433 3.33
Support services 12,460,616 12,555,133 (0.75)
Operation of non-instructional services 24,810 7,139 247.53
Extracurricular activities 727,855 638,046 14.08
Capita outlay 474,690 - 100.00
Debt service 275,702 148,222 86.01
Totd $ 36,299,704 $ 34,963,973 3.82

Total expenditures of the general fund increased 3.82% in fiscal year 2006. Theincreasein capital outlay isdueto the
District entering in to a capital lease for computer equipment. Thisincrease also increased the debt service expense to
pay for the capital lease. Instruction expenditures increased 3.33% due to an overall increase in salaries, wages, and
fringe benefits. Other expenditures remained comparabl e to 2005, other than non-instructional serviceswhichincreased

atotal of $17,671.
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SANDUSKY CITY SCHOOL DISTRICT
ERIE COUNTY, OHIO

MANAGEMENT’S DISCUSSION AND ANALY SIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2006

UNAUDITED
Expenditures- Fiscal Year 2006 Expenditures - Fiscal Year 2005
Operation of Extracurricular Debt Service Operation of Extracurricular Debt Service
non- 2.01% 0.76% 1.82% 0.42%
instructional ' Cepital outlay o e
0.07% 1315 instructional
’ = 0.02%
Support
services
Support 35.91%
;r\gg;s Instruction
hathe Instruction 61.83%

61.52%

General Fund Budgeting Highlights

TheDistrict’ sbudget is prepared according to Ohio law and is based on accounting for certain transactions on abasis of
cash receipts, disbursements and encumbrances. The most significant budgeted fund is the general fund.

During the course of fiscal 2006, the District amended its general fund budget several times. The District uses site-based
budgeting and the budgeting systems are designed to tightly control total site budgets but provide flexibility for site
management.

For the general fund, final budgeted revenues and other financing sources were $36,321,554, below original budget
estimates of $36,650,000. The actua revenues and other financing sources were $36,318,933, which was $2,621 less
than final budgeted revenues and other financing sources.

General fund original appropriations (expenditures and other financing uses) of $37,467,912 were decreased to
$37,362,296 in the final budget. The actual budget basis expenditures and other financing uses for fiscal year 2006
totaled $36,854,298, which was $507,998 | ess than the final budget appropriations, primarily because salary costs proved
to be lower than anticipated in thefinal budget. The District made $591,000 in advances out to other funds, which were
not budgeted, to cover costsin other funds in which revenues were not received by June 30, 2006.
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SANDUSKY CITY SCHOOL DISTRICT
ERIE COUNTY, OHIO

MANAGEMENT’S DISCUSSION AND ANALY SIS

FOR THE FISCAL YEAR ENDED JUNE 30, 2006
UNAUDITED

Capital Assetsand Debt Administration

Capital Assets

At theend of fiscal 2006, the District had $11,200,697 invested in land, land improvements, buildings and improvements,
furniture and equipment and vehicles. Of thistotal, $11,070,687 was reported in governmental activities and $130,010
was reported in business-type activities. The following table shows fiscal 2006 balances compared to 2005:

Capital Assetsat June 30
(Net of Depreciation)

Governmental Activities Business-Type Activities Total
2006 2005 2006 2005 2006 2005
Land $ 2,280,969 $ 2,280,969 $ - % - $ 2,280,969 $ 2,280,969
Land improvements 144,729 138,024 - - 144,729 138,024
Building and improvements 6,700,918 6,688,271 - - 6,700,918 6,688,271
Furniture and equipment 1,000,773 1,032,066 130,010 110,021 1,130,783 1,142,087
Vehicles 943,298 1,098,160 - - 943,298 1,098,160
Total $ 11,070,687 $11,237,490 $130,010 $ 110,021 $ 11,200,697 $11,347,511
Capital Assets- Governmental Activities Capital Assets- Governmental Activities
2006 2005
Furniture and Furniture and
e Venides e Vehicies
Land imp. 9% 9%
1% Land imp.
1%
Land Land
Buildings & 21% Buildings & 20%

imp.
60%

imp.
61%

Refer to Note 8 to the basic financia statements for detail on the District’s capital assets.
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SANDUSKY CITY SCHOOL DISTRICT
ERIE COUNTY, OHIO

MANAGEMENT’S DISCUSSION AND ANALY SIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2006
UNAUDITED

Debt Administration

At June 30, 2006 the District had $597,201 in general obligation bonds and aloan outstanding. Of thistotal, $246,468is
due within one year and $350,733 is due within greater than one year. The following table summarizes the bonds and
loan outstanding.

Outstanding Debt, at Year End

Governmental Governmental
Activities Activities
2006 2005
Genera obligation bonds:

Elementary building addition $ 505,000 $ 695,000
Asbestos abatement loan 92,201 153,669
Capital lease obligation 1,052,785 811,143
Total $ 1,649,986 $ 1,659,812

The asbestos abatement loan was received in 1988 from the U.S. Environmental Agency for an asbestos project at
Sandusky High School. Thisloan is scheduled to maturein fiscal year 2008 and isinterest free as long as the District

remains current on repayment.

On March 3, 2003, the District issued general obligation refunding bonds. The general obligation refunding bonds are
scheduled to mature in fiscal year 2009 and bear an annual interest rate of 4.45%.

The District has entered into capital |ease obligations for computers, fiber optic equipment, and telephone equipment.
The final principa and interest payments are scheduled to be made in fiscal year 2013.

At June 30, 2006 the District’s overall legal debt margin was $44,825,700 with an unvoted debt margin of $501,834.
See Note 10 to the basic financial statements for detail on the District’s long-term obligations.

Current Financial Related Activities

As the preceding information shows, the District relies heavily upon grants and entitlements and property taxes. The
increasein tax revenue and intergovernmental revenue combined with atighter control of operating expensesallowed the
District to end fiscal year 2006 financially strong. The additional tax revenue fromthe 5.9 mill operating levy passed by
votersin November 2003 will provide the District with the necessary fundsto meet its operating expensesthrough 2007.
However, the future financial stability of the District is not without challenges.

Onechallengeisthat the District’ sManagement must continue to provide the resources necessary to meet student needs
while diligently planning expenses, staying within the five-year plan. The five-year planisutilized by management to
manage resources effectively and efficiently. Additional revenues should not betreated asawindfall to expand programs
but as an opportunity to extend the life of the five-year plan.
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SANDUSKY CITY SCHOOL DISTRICT
ERIE COUNTY, OHIO

MANAGEMENT’S DISCUSSION AND ANALY SIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2006
UNAUDITED

The next challenge facing the District isthe future of state funding. The State of Ohio was found by the Ohio Supreme
Court in March 1997 to be operating an unconstitutional educational 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. On May 16, 2003, the Ohio Supreme Court emphatically clarified that jurisdiction of the DeRolph case had
ended. The Ohio Coalition for Equity and Adequacy of School Funding filed a petition with the U.S. Supreme Court for
permission to file an appeal. Currently, associations throughout the State are working on a proposed funding solution
which will require a congtitutional amendment.  Without a solution, the District does not anticipate growth in state
revenue, as in the ten years prior to the DeRolph decision; no state revenue growth was realized.

Contacting the District’s Financial M anagement
Thisfinancial report isdesigned to provide our citizens, taxpayers, and investorsand creditorswith ageneral overview of
the District’ s finances and to show the District’ s accountability for the money it receives. If you have questions about

thisreport or need additional financial information contact: A. Troy Bouts, treasurer at Sandusky City School District,
407 Decatur Street, Sandusky, Ohio, 44870.
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Assets:

Equity in pooled cash and cash equivalents. . .

Receivables:

Accounts. . . . . ...

Intergovernmental . . . . ... ... ...

Internal loan. . . . ............
Prepayments . . . . .. ... ... .....
Materials and suppliesinventory . . . . . . .
Unamortized bond issuecosts . . . . . . ..

Capital assets:

Land. . .. ................
Depreciable capital assets, net. . . . . . .
Capital assets,net. . . . . ... .......

Liabilities:

Accountspayable. . . . ... ... .....
Accrued wages and benefits . . . . . .. ..
Pension obligationpayable. . . . . ... ..
Intergovernmental payable. . . . .. .. ..
Deferredrevenue. . . . .. ... ... ...
Accrued interest payable. . . . .. ... ..
Clamspayable. . . . ... .........

Long-term liabilities:

Duewithinoneyear. . . .. ... ... ..
Duewithin morethanoneyear. . . . . ..

Totdl ligbilities. . . .. ... ... .....

Net Assets:
Invested in capital assets, net

of relateddebt. . . .. ... ... .....

Restricted for:

Capita projects. . . . . . ... ... ...
Debtservice. . . .. ............

Perpetual care:

Expendable . . . .. ...........
Nonexpendable . . . . . ... ... ...
Locally funded programs. . . . . ... ..
Statefunded programs . . . . . .. .. ..
Federally funded programs. . . . . .. ..
Student activities . . . . . . ... ... ..
Public school support. . . . .. ... ...
Unrestricted (deficit) . . . . ... ... ...

Total net assets (deficit) . . . ... ... ..

SEE ACCOMPANYING NOTES TO THE BASIC FINANCIAL STATEMENTS

SANDUSKY CITY SCHOOL DISTRICT
ERIE COUNTY, OHIO

STATEMENT OF NET ASSETS
JUNE 30, 2006

Governmental Business-Type

Activities Activities Total
$ 9,026,254 % 226,145 % 9,252,399
20,534,242 - 20,534,242
8,818 22,772 31,590
1,376,036 171,939 1,547,975
450,812 (450,812) -
. 5,169 2,770 7,939
. 275,515 20,020 295,535
. 17,665 - 17,665
2,280,969 - 2,280,969
. 8,789,718 130,010 8,919,728
. 11,070,687 130,010 11,200,697
42,765,198 122,844 42,888,042
639,582 9,591 649,173
. 4,528,407 159,571 4,687,978
929,907 81,202 1,011,109
. 342,491 10,579 353,070
. 17,588,169 - 17,588,169
. 1,873 - 1,873
. 443,712 - 443,712
1,084,971 6,401 1,091,372
4,136,014 105,265 4,241,279
29,695,126 372,609 30,067,735
9,774,216 130,010 9,904,226
789,461 - 789,461
189,901 - 189,901
21,323 - 21,323
81,610 - 81,610
16,566 - 16,566
90,081 - 90,081
983,252 - 983,252
4,542 - 4,542
100,805 - 100,805
1,018,315 (379,775) 638,540
$ 13,070,072 _$ (249,765) _$ 12,820,307
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SANDUSKY CITY SCHOOL DISTRICT
ERIE COUNTY, OHIO

STATEMENT OF ACTIVITIES
FOR THE FISCAL YEAR ENDED JUNE 30, 2006

Net (Expense)
Revenue and Changes
Program Revenues in Net Assets
Chargesfor Operating Grants Governmental
Expenses Servicesand Sales and Contributions Activities
Governmental activities:
Instruction:
Regular . . .. ... ........ 16,595,278  $ 8435 % 1,237,097 $ (15,273,826)
Special . ... ... L. 8,200,870 - 2,251,673 (5,949,197)
Vocational . .. .......... 1,505,882 41,557 84,893 (1,379,432)
Adult/continuing . . . .. ... .. 144,744 - 124,085 (20,659)
Other . . ... ........... 1,465,312 - 1,324,856 (140,456)
Support services:
Pupil. . . ... ... .. . 1,892,558 - 224,718 (1,667,840)
Instructional staff . . . . ... ... 2,843,356 - 1,695,283 (1,148,073)
Board of education . . . . ... .. 262,873 - 54,053 (208,820)
Administration. . . . ... .. ... 3,093,269 - 185,020 (2,908,249)
Fiscal.. . . ............. 773,037 - 14,304 (758,733)
Business. . . ... ......... 171,953 - - (171,953)
Operations and maintenance . . . . 4,597,967 28,694 4,736 (4,564,537)
Pupil transportation. . . . ... .. 1,505,074 - - (1,505,074)
Central . .............. 1,309,047 - 320,732 (988,315)
Operation of non-instructional
Services. . . ... ... 994,169 - 999,582 5,413
Extracurricular activities. . . . . . . 1,151,621 309,071 12,795 (829,755)
Intergovernmental . . . . ... ... 425,781 - 443,045 17,264
Interest and fiscal charges . . . . . . 68,650 - - (68,650)
Total governmental activities . . . . . 47,001,441 463,677 8,976,872 (37,560,892)
Business-type activities:
Foodservice . . . .. ... ... .. 1,889,370 655,354 1,212,754 -
Adult education. . . . ... ... .. 1,116,686 589,793 225,174 -
Total business-type activities . . . . . 3,006,056 1,245,147 1,437,928 -
Totals . . . ... ... ... 50,007,497 _$ 1708824 _$ 10,414,800 (37,560,892)
General Revenues:
Property taxes levied for:
General purposes. . . . . .. ... 18,310,310
Debtservice. . . .. .. .......... 283,257
Capital projects. . . . . .......... 596,734
Grants and entitlements not restricted
to specificprograms. . . . ... ... ... 16,892,666
Investmentearnings . . . . . ... ..... 440,921
Miscellaneous . . . . . .. ... ... ... 390,260
Total general revenues. . . . . .. ... ... 36,914,148
Changeinnetassets . . ... ......... (646,744)
Net assetsat beginningofyear . . . ... .. 13,716,816
Net assets (deficit) atend of year. . . . . . . $ 13.070.072

SEE ACCOMPANYING NOTESTO THE BASIC FINANCIAL STATEMENTS
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Net (Expense)
Revenue and Changes
in Net Assets

Business-Type
Activities Total

$ - % (15,273,826)
- (5,949,197)
- (1,379,432)
- (20,659)
- (140,456)

- (1,667,840)
- (1,148,073)
- (208,820)
- (2,908,249)
- (758,733)
- (171,953)
- (4,564,537)
- (1,505,074)
- (988,315)

- 5,413
- (829,755)
- 17,264
- (68,650)

- (37,560,892)

(21,262) (21,262)
(301,719) (301,719)

(322,981) (322,981)

(322,981) (37,883,873)

- 18,310,310
- 283,257
- 596,734

- 16,892,666
- 440,921
- 390,260

- 36,914,148

(322,981) (969,725)

73,216 13,790,032

$ (249,765) $ 12,820,307

F19



SANDUSKY CITY SCHOOL DISTRICT

GOVERNMENTAL FUNDS

Assets:
Equity in pooled cash

andcashequivalents. . . . ... .......
Receivables:

Accounts. . . .. ... ...
Intergovernmental . . . ... ... ... L.
Interfundloans. . . ... ... ........
Prepayments. . . . . ... ... ... ... ..
Materials and suppliesinventory . . . . .. ..

Totalassets . . . . ... ...

Liabilities:

Accountspayable . . . . ... ...

Accrued wagesand benefits. . . . .. ... ..

Future retirement obligation . . . . . ... ...
Pension obligationpayable. . . . .. ... ...
Intergovernmental payable. . . . . ... .. ..

Interfund loanpayable. . . . . ... ... ...
Deferredrevenue. . . . . . .. ... ... ...

Totdl lighilities. . . . . ... .... ... ...

Fund Balances:
Reserved for encumbrances . . . . . . ... ..
Reserved for materials and
suppliesinventories. . . . . . ... ... ...
Reserved for prepayments . . . . .. ... ...
Reserved for property tax unavailable
for appropriation . . . .. ... ... ...
Reserved for scholarships. . . . . ... ... ..
Unreserved, undesignated (deficit), reported in:
Generalfund . . . ... ... ... .....
Special revenuefunds. . . . . ... ... ...
Debt servicefund. . . . . ... ... ... ..
Capita projectsfunds. . . . . . ... ... ..
Permanentfund. . . . .. ... ... .. ...

Total fundbalances . . . .. ... .......

Total liabilitiesand fund balances. . . . . . ..

SEE ACCOMPANYING NOTES TO THE BASIC FINANCIAL STATEMENTS

ERIE COUNTY, OHIO
BALANCE SHEET

JUNE 30, 2006

Other Total
Gover nmental Gover nmental
General Funds Funds
$ 4,605,077 $ 2,955,048 $ 7,560,125
19,587,648 946,594 20,534,242
8,063 755 8,818
- 1,376,036 1,376,036
591,000 - 591,000
5,169 - 5,169
275,515 - 275,515
$ 25,072,472 $ 5,278,433 $ 30,350,905
$ 161,284 $ 478,298 $ 639,582
3,667,783 860,624 4,528,407
312,466 - 312,466
809,038 120,869 929,907
289,025 53,466 342,491
- 173,000 173,000
18,335,885 2,133,429 20,469,314
23,575,481 3,819,686 27,395,167
131,832 294,139 425,971
275,515 - 275,515
5,169 - 5,169
1,251,763 63,634 1,315,397
- 21,323 21,323
(167,288) - (167,288)
- 296,735 296,735
- 142,945 142,945
- 558,361 558,361
- 81,610 81,610
1,496,991 1,458,747 2,955,738
$ 25,072,472 $ 5,278,433 $ 30,350,905
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SANDUSKY CITY SCHOOL DISTRICT
ERIE COUNTY, OHIO

RECONCILIATION OF TOTAL GOVERNMENTAL FUND BALANCES TO
NET ASSETS OF GOVERNMENTAL ACTIVITIES
JUNE 30, 2006

Total governmental fund balances $ 2,955,738

Amounts reported for governmental activitiesin 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. 11,070,687

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

Taxes $ 1,630,676
Intergovernmental revenue 1,250,469
Total 2,881,145

Aninterna service fund is used by management to charge the
costs of insurance to individual funds. The assets and
liabilities of theinterna service fund areincluded in
governmental activitiesin the statement of net assets. The
net assets of the internal service fund, including internal

balances are: 1,055,229
Accrued interest payable is not due and payable in the current period

and therefore is not reported in the funds. (1,873)
Unamortized bond issuance costs are not recognized in the funds. 17,665

Long-term liahilities, including bonds, loans and capital leases
payable are not due and payable in the current period and
therefore are not reported in the funds.

Compensated absences 295,597

Future retirement obligation 2,945,271

Capital lease obligation 1,052,785

Genera obligation bonds payable 522,665

Asbestos abatement |oan payable 92,201

Total (4,908,519)
Net assets of gover nmental activities $ 13,070,072

SEE ACCOMPANYING NOTES TO THE BASIC FINANCIAL STATEMENTS
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SANDUSKY CITY SCHOOL DISTRICT

ERIE COUNTY, OHIO

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES

GOVERNMENTAL FUNDS

FOR THE FISCAL YEAR ENDED JUNE 30, 2006

Revenues:
From local sources:

TaXeS . . v
Tuition. . . .. ... ... ...
Earningsoninvestments. . . . . . .. ..
Extracurricular. . . . .. ... ... ...
Classroom materialsandfees . . . . . . .
Other local revenues. . . . ... ......
Otherrevenue. . . . ... ... ......
Intergovernmental - state. . . . .. ... ..
Intergovernmental - federal. . . . . ... ..
Totalrevenue. . . . ... ... .......

Expenditures:
Current:
Instruction:

Board of education . . . ... ... ...
Administration. . . . ... ... .....

Operation of non-instructional services. .
Extracurricular activities. . . . . ... ..
Facilities acquisition and construction . . .

Capitdloutlay . . ... ..........

Intergovernmental passthrough. . . . . . .

Debt service:
Principal retirement . . . . .. ... ..

Interest and fiscal charges . . . . . . ..

Total expenditures. . . . ... ... ...

Deficiency of revenues under expenditures .

Other financing sour ces (uses):
Transfersin. . . . ... ... ... ..
Transfers(out) . . . . ... .. ... ..

Capita leasetransaction . . . . ... ...

Sdeof capitalassets . . . .. ... ...

Total other financing sources (uses) . . . . .

Net changein fund balances. . . . . . ..

Fund balances at beginning of year . . . .
Increasein reservefor inventory. . . . . .
Fund balancesatendof year. . . . . . ..

Other Total
Governmental Governmental
General Funds Funds
$ 17,782,508 $ 850,140 $ 18,632,648
19,003 - 19,003
351,124 24,481 375,605
10,202 247,519 257,721
57,361 175 57,536
373,264 64,596 437,860
81,817 - 81,817
16,708,897 2,004,608 18,713,505
96,928 7,141,363 7,238,291
35,481,104 10,332,882 45,813,986
15,158,664 1,208,080 16,366,744
5,703,302 2,369,319 8,072,621
1,343,902 112,634 1,456,536
- 144,744 144,744
130,163 1,333,945 1,464,108
1,604,591 233,245 1,837,836
1,098,631 1,634,237 2,732,868
213,960 48,913 262,873
2,860,653 189,546 3,050,199
738,054 36,370 774,424
166,666 - 166,666
4,046,086 4,286 4,050,372
1,296,568 - 1,296,568
435,407 287,647 723,054
24,810 941,991 966,801
727,855 333,032 1,060,887
- 859,839 859,839
474,690 - 474,690
- 425,781 425,781
233,048 251,468 484,516
42,654 26,700 69,354
36,299,704 10,441,777 46,741,481
(818,600) (108,895) (927,495)
40,000 - 40,000
- (40,000) (40,000)
474,690 - 474,690
5,055 - 5,055
519,745 (40,000) 479,745
(298,855) (148,895) (447,750)
1,771,982 1,607,642 3,379,624
23,864 - 23,864
$ 1,496,991 $ 1,458,747 $ 2,955,738

SEE ACCOMPANYING NOTES TO THE BASIC FINANCIAL STATEMENTS

F22



SANDUSKY CITY SCHOOL DISTRICT
ERIE COUNTY, OHIO

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, 2006

Net changein fund balances - total governmental funds $ (447,750)

Amounts reported for governmental activitiesin 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. Thisisthe amount by which depreciation expense ($611,289) exceeds capital
outlays ($469,269) in the current period.

The net effect of various miscellaneous transactions involving capital assets (i.e., sales,
disposals, trade-ins, and donations) is to decrease net assets.

Governmental funds report expenditures for inventory when purchased, however, in the
statement of activities, they are reported as an expense when consumed.

Revenues in the statement of activities that do not provide current financia
resources are not reported as revenues in the funds:
Taxes
Intergovernmental revenue
Total

Proceeds of capital |ease transactions are recorded as revenue in the funds, however, on
the statement of activities, they are not reported as revenues as they increase the liabilities
on the statement of net assets.

Deferred charges are recognized as expenditures in the governmental funds, however, they
are amortized over the life of the issuance in the statement of of activities.

Premiums on debt issuances are recognized as revenues in the governmental funds, however,
they are amortized over the life of the issuance in the statement of activities.

Bond issuance costs are recognized as expenditures in the governmental funds, however,
they are amortized over the life of the issuance in the statement of activities.

Repayment of principal is an expenditure in the governmental funds, but the repayment
reduces long-term liabilities in the statement of net assets.

Governmental funds report expenditures for interest when it isdue. In the statement of
activities, interest expense is recognized as the interest accrues, regardless of when it is due.

Some expenses reported in the statement of activities, such as compensated absences,
do not require the use of current financial resources and therefore are not reported as
expenditures in governmental funds:

Compensated absences
Future retirement obligation
Total

Theinternal service fund used by management to charge the costs of insurance to
individual fundsis not reported in the statement of activities. Governmental fund
expenditures and the related internal service fund revenues are eliminated. The net
revenue (expense) of the internal service fund, including internal balancesis allocated
among the governmental activities.

Changein net assets of gover nmental activities

SEE ACCOMPANYING NOTES TO THE BASIC FINANCIAL STATEMENTS
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$

(142,020)

(24,783)

23,864

557,653

(82,258)

475,395

(474,690)

(6,559)

13,869

(7,310)

484,516

704

10,003

(63,814)

(53,811)

(488,169)
$ (646,744)



SANDUSKY CITY SCHOOL DISTRICT
ERIE COUNTY, OHIO

STATEMENT OF REVENUES, EXPENDITURES AND CHANGESIN
FUND BALANCE - BUDGET AND ACTUAL (NON-GAAP BUDGETARY BASIS)

Revenues:

From local sources:
Taxes . . . . . ..
Tuition. . . .. ... ... ... ...
Earningsoninvestments. . . . . . ... ..
Extracurricular. . . . ... ... ... ...
Classroom materialsandfees . . . . . . ..
Otherlocal revenues. . . . . ... ... ..

Otherrevenue. . . . . ... ... ......

Intergovernmental - state. . . . .. ... ..

Intergovernmental - federal. . . . . . .. ..

Totalrevenue. . . . . ... ... ......

Expenditures:
Current:
Instruction:

Fiscal ...................

Operation of non-instructional services. . .
Extracurricular activities. . . . . ... ...
Total expenditures . . . . . ... ......

Excess (deficiency) of revenues over (under)
expenditures. . . .. ... ...

Other financing sour ces (uses):
Refund of prior year's expenditures . . . . .
Tran