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21600 Center Ridge Road * Rocky River « Ohio 44116

Rocky River City School District
/L PHONE 440.333.6000 « FAX 440.356.6014 « www.rrcs.org

December 17, 2010

To the Board of Education, residents of the Rocky River City School District and other interested parties:

We are pleased to submit to you the Comprehensive Annual Financial Report (CAFR) of the Rocky River
City School District (the “District”) for the fiscal year ended June 30, 2010. This CAFR, which includes
financial statements and other financial and statistical data, conforms to generally accepted accounting
principles as applicable to governmental entities. Responsibility for both the accuracy of the data
presented, and the completeness and fairness of the presentation, including all disclosures, rests with the
District. 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. All disclosures necessary to enable the reader to gain an understanding of the District's
financial activities have been included.

The report provides the taxpayers of the District, bond rating agencies and other interested parties with
comprehensive financial information, enabling them to gain a clear understanding of the District's
finances. This report is intended to contribute to meeting the accountability requirements of the public.
Copies will be distributed to all school buildings, the Rocky River Public Library, the Rocky River
Chamber of Commerce, rating agencies and other interested organizations. Copies will be made available
to all residents of the District or any other interested party through the District’s web site at www.rrcs.org.

The District
History'

The District has a long and rich tradition of academic excellence by providing a plethora of educational
opportunities to its students. Early settlers in what is now Rocky River realized the importance of
education for their children. The first grammar school in the area was built around 1840 at the corner of
Wagar and Detroit Roads. The next schoolhouse, a one-room red brick structure, held eight grades and
was built around 1890 at the northeast corner of Center Ridge and Northview Roads.

Rocky River’s first high school was organized in 1892 at the site of the old Wooster School on Wooster
Road. Five students graduated in 1897, the first graduating class. On January 7, 1919, a new high school
at the corner of Lakeview and Riverview Avenues was opened with an enrollment of 45 students. The
current high school was built in 1950 and completed and opened for students in 1951 and has been
improved and updated periodically over the years. The District’s most recently built school building is
the current middle school that was finished and opened to students in 2000.

Current Organization
The District is governed by the Constitution of the State of Ohio and various statutes enacted by the Ohio
General Assembly through the State Department of Education. Under Ohio law, the District is a separate

and distinct unit of government with its own taxing authority. The Rocky River Board of Education is a
five member board, elected at large, with staggered four year terms.

1McCauley, Ann. Rocky River...Timeless. The Rocky River Library Foundation, 2002



The District is located in a suburban area west of Cleveland, Ohio and encompasses the entire City of
Rocky River and a small portion of the City of Fairview Park. The property tax base is primarily
residential with a significant amount of retail commercial property. The District serves 2,644 students
ranging from Kindergarten through Twelfth Grade. In addition, a wide range of services are provided for
preschool-aged children and adults.

The Reporting Entity

The District has reviewed its reporting entity definition in order to insure conformance with the
Government Accounting Standards Board 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 District (the primary government)
and its potential component units. The District has no component units and the District is not a
component unit of any other governmental organization.

The District is associated with the Lakeshore Northeast Ohio Computer Association and the Ohio Schools
Council Association, both jointly governed organizations; the Ohio School Boards Association Workers'
Compensation Group Rating Program, an insurance purchasing pool; and the Rocky River Public Library,
a related organization.

Demographics, Economic Condition and Outlook®

The 2000 U. S. Census data reports a population of 20,735 in the City of Rocky River with 10,337
dwelling units and over 1,250 businesses. As of July 1, 2009, the U.S. Census estimates the population
for the City of Rocky River to be 18,734. The median household income is $51,766 (year 2000) and the
median income for a family was $72,147 (year 2000). The median home value is $187,500 (year 2000).
Over the past 10 years, the average appreciation of homes in Rocky River was approximately 4%. In 2005
the average sale price for a single family home was $288,506 with 65 days on the market. As of
12/3/2010, there were a total of 206 homes listed for sale with the least expensive home listed at $24,500
and the most expensive listed at $4,700,000. For the month of November 2010, there were 18 homes that
sold with an average sale price of $162,950 (lowest at $42,000 and highest at $335,000) with an average
of 105 days on the market. Compared to one year ago, the number of homes sold is up slightly with the
average sale price also up slightly.

Per the 2000 U.S. Census, the median age for residents of Rocky River is 44.3 and families (non-single
residences) represent 56.1% of the population. The racial makeup of the city was 96.8% White, 0.4%
African American, 0.1% Native American, 1.4% Asian, 0.01% Pacific Islander, 0.3% from other races,
and 1.1% from two or more races. Hispanic or Latino of any race was 1.2% of the population.

There were 9,869 households out of which 22.4% had children under the age of 18 living with them,
47.4% were married couples living together, 6.9% had a female householder with no husband present,
and 43.9% were single non-family households. 40.2% of all households were made up of individuals and
20.4% had someone living alone who was 65 years of age or older. The average household size was 2.11
and the average family size was 2.89. In the city the population was spread amongst age groupings with
22.1% under the age of 20, 3.0% from 20 to 24, 11.3% from 25 to 44, 14.6% from 35 to 44, 14.1% from
45 to 54, 10.6% from 55 — 64 and 24.3% who were 65 years of age or older.

The occupational makeup of the City is 49.1% professional/managerial, 31.7% technical/sales/clerical,
9.5% service, 3.9% construction/extraction/maintenance, and 5.7% production/transportation/material
moving occupations. Of the population 25 years of age or older, over 46% have at least a bachelor’s
degree. Businesses within the community are predominantly retail and service oriented.

2 Primary sources of data used for this section are http://realtytimes.com/rtmcrloc/Ohio~Rocky River and http://factfinder.census.gov
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The District receives almost 72% of its governmental fund revenues from local property tax collections.
Therefore, the long-term financial health of the District is very dependent on its tax base. The total
assessed valuation of the District's tax duplicate has risen close to 12% over the last ten years. The
increased value in the tax duplicate is due primarily to revisions in property values made by the County
Auditor every three years as well as some new construction, although assessed values have decreased
recently due to the elimination of tangible personal property values from the tax duplicate as well as an
overall reduction based on the triennial property update that took effect for calendar 2010.

The City of Rocky River is almost completely developed, so future assessed valuation increases will
come primarily from property value changes. There may also be some growth from the demolition of
existing commercial and residential building stock and the subsequent redevelopment of such property, as
this is becoming increasingly common in fully-developed suburban areas like Rocky River. There are no
major manufacturing plants located within the District's boundaries. In terms of dollar value the largest
real property taxpayer owns approximately 1.83% of the total real property in the District.

Major Initiatives - Fiscal Year 2010

During fiscal year 2010, the District continued working towards the goals as outlined in the District’s
Strategic Plan (the “Plan”) that was adopted in fiscal 2009. This strategic plan outlines actions designed
to achieve desired outcomes. It is a statement of the Rocky River City School District's mission, beliefs,
and goals. It defines what we as a community envision for the future of our schools, and details objectives
and strategies to guide us on our Journey. Approved by the Board of Education on June 25, 2009, this
Plan is meant to serve as the compass by which the District will chart its course for the next ten years.
The Plan, as adopted, is as follows:

BELIEFS
We believe ...

*  Students are the heart of our purpose.
e Student success requires a partnership among family, school and community.

* A Rocky River education empowers values, inspires curiosity and encourages talents that
lead to success.

* High expectations lead to high achievement.
* Lifelong learners thrive as they embrace the changing global society.
An exceptional school district demonstrates all of the above.

STRATEGIC OBJECTIVES
By 2014 ...

e All students will engage in contemporary, globally competitive curricular and co-curricular
programs of excellence.

e All students will achieve their educational goals incorporating the highest international
standards.

* All students will participate in a student-centered environment that addresses educational,
social and emotional needs.



All students will learn through lessons and experience that communication is open, sincere,
timely and responsive.

All students will attend schools that are state-of-the art facilities.

All students will learn in an environment that is technologically competitive on a global level.

COMMUNICATIONS
Develop guidelines, protocol and procedures to disseminate information to all students, staff, parents,
alumni and community about the strategic plan, including updates on progress and status in achieving

our mission.

District staff members understand and are committed to the achievement of the mission.
Students understand and support the achievement of the mission.

Parents, alumni, civic leaders, and community members understand, support and work toward
the accomplishment of the mission.

Updates on the progress and status of achieving our District's strategic objectives are
accessible to stakeholders in a variety of formats, including social media.

CURRICULUM and CO-CURRICULUM
Develop systems to ensure the same expectation of excellence in all programs, curricular and
co-curricular.

1. Curricula, instruction and assessments are aligned and articulated.
2. Data guides instruction, appropriate to an individual's skills, needs and developmental stages.
3. A rigorous curriculum ensures that every student is appropriately challenged and learning at
his/her highest level.
4. Multiple assessments provide student driven data necessary to communicate progress in each
child's growth and development.
5. Rocky River students are prepared to succeed in an increasingly interconnected and
competitive world.
FACILITIES
Provide facilities that meet our mission.
1. Recommendations from the facility study for repairs and updates to district facilities are
complete.
2. A facilities master plan provides a blueprint for buildings that support student success.
3. District facilities meet instructional and operational technology needs for all students, faculty,
staff and administrators.
4. A facilities master plan provides a blueprint for non-instructional buildings and services

(transportation, maintenance, Beach, Wooster and Board of Education Offices).
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5. The capital improvement plan uses federal, state, local and non-traditional funding sources.

FINANCE

Provide traditional and nontraditional fiscal resources to meet our mission.
1. Alternative revenue streams supplement traditional funding sources for all District programs.

2. Operational efficiencies and cost-containment measures are instituted to optimize resources
for District programs.

3. The community is informed on the District's financial status and the Ohio school finance
environment.

4. A '"rainy day” fund is established and maintained to help ensure financial stability.
HUMAN RESOURCES
Recruit, hire and retain exceptional staff and provide professional development to accomplish our

mission and strategic objectives.

1. The Rocky River Local Professional Development Committee researches, promotes and
communicates available, pertinent professional development opportunities.

2. Collaborative opportunities are provided in each building during the workday.

3. Administrators research, promote and communicate available, pertinent training opportunities
for non-certified employees.

4. A comprehensive approach is in place to assure the District continues to recruit and hire
exceptional employees.

5. Exceptional employees choose to make a long-term commitment to the District.
TECHNOLOGY
Ensure availability of technology and training necessary to support achievement of our mission and
strategic objectives.

1. All students have equal access and opportunities to use technology.

2. A culture is established where technological literacy is expected at all levels of the
organization.

3. A dynamic, comprehensive infrastructure exists that supports teaching and learning.

Goals for 2011

One of the primary goals for 2011 is to implement components of the aforementioned Strategic Plan. As
of December 2010, the following progress has been made towards the indicated components of the Plan:

Strategic Objective: Communications

Strategy: Develop guidelines, protocol and procedures to disseminate information to all students, staff,
parents, alumni and community about the strategic plan, including updates on progress and status in
achieving our mission.




Result #1 District staff members understand and are committed to the achievement of the mission.

Action (Completed 09-10)

e The strategic plan was shared with the District Instructional Leadership Team and the leadership of the
Rocky River Teachers’ Association and the Ohio Association of Public School Employees. It was also
presented to all certificated and support staff members.

o All staff members were presented with an item containing the mission statement at Convocation.

e The mission statement is displayed in all buildings, classrooms and on District letterhead and business
cards.

e Staff members were provided with a brochure detailing the components of the Strategic Plan.

e Inaugural issue of online education journal, the River Educator, was launched in August 2009. The theme
was collaboration.

Result # 2: Students understand and support the achievement of the mission.

Action (Completed 09-10)

o The mission, beliefs, and strategic objectives are included in student planners and teachers presented the
strategic plan to students in an age-appropriate manner during the first week of school.

e The Strategic Plan was presented to student groups, including student-board liaisons, student council,
clubs and athletic teams.

Result # 3: Parents, alumni, civic leaders, and community members understand, support and work toward
the accomplishment of the mission.

Action (Completed 09-10)

o The Strategic Plan was presented to parent and community groups, including PTA Council and Units,
Boosters, Rocky River Clergy Group, Rocky River Community Federation, Rocky River City Council, Rocky
River Recreation Center, Rocky River Senior Center, Rocky River Chamber of Commerce, and League of
Women Voters.

e Building administrators presented the Strategic Plan to parents at Open House in the fall of 2009.

e Parents, civic leaders, and community members were presented with printed material detailing the
components of the Strategic Plan.

e A fall campaign was conducted for parents, civic leaders, and community members to sign up for the new
email notification system.

Result # 4: Updates on the progress and status of achieving our District’s strategic objectives are accessible
to stakeholders in a variety of formats, including social media.

Action (In Progress)

e Pressreleases are issued as strategies are achieved.

e The District website is used to disseminate updates on the progress and status of achieving our strategic
objectives, including social media to provide a vehicle for two-way communication about the Strategic
Plan.

e Digital and print publications to disseminate updates on the progress and status of achieving our
strategic objectives, including the R Schools, Annual Report, River Educator and school bulletins.

e The email notification system is used to disseminate updates on the progress and status of achieving our
strategic objectives.

Strategic Objective: Curriculum and Co-Curriculum

Strategy: Develop systems to ensure the same expectation of excellence in all programs, curricular and co-
curricular.

Result #1: Curricula, instruction and assessments are aligned and articulated.

Action (Completed 09-10)
Course Of Study revisions:
e Guidance K-12
e Foreign Language 7-12
e Technology 6-8
Course Of Study alignment and pacing:
e MathK-8
e Social Studies K-12
Practice alignment:




e  3-12 writing assessments and rubrics

Result #2: Data guides instruction, appropriate to an individual’s skills, needs and developmental stages.

Action (Completed 09-10)
New staff:
e 2 tutors at KIS for Response to Intervention data tracking and student intervention
Acquisition:
e New laptops for District tutoring staff used to maintain and monitor student progress
e New electronic IEP program purchased and implemented
New implementation:
e AIMSweb data tracking and progress monitoring 6-8
Practice alignment:
o K-5 Response to Intervention /Intervention Assistance Team data tracking

Result #3: A rigorous curriculum ensures that every student is appropriately challenged and learning at
his/her highest level.

Action (Completed 09-10)
New course 09-10:
e Grade 8 Honors Science (for HS credit)
New course of study written for 10-11:
e 9thgrade World History Honors
e Freshman Mentoring Program
e Introduction to Differential Calculus and Statistics

Result #4: Multiple assessments provide student driven data necessary to communicate progress in each
child’s growth and development.

Action (Completed 09-10)
Professional Development:

e Formative assessment training provided to cadre of 35 district teachers
Writing Assessment:

e  Grades 3-12 district writing sample rubrics rewritten

Result #5: Rocky River students are prepared to succeed in an increasingly interconnected and competitive
world.

Action (Completed 09-10)
e Acquisition: 30 new computers in each GPS and KIS labs
e Video streaming of WVIZ content enabled at RRHS

Strategic Objective: Facilities

Strategy: Provide facilities to meet our mission.

Result #1: Recommendations from the facility study for repairs and updates to district facilities are complete.

Action (Completed 2009)

e Review and update of assessment of district facilities completed by Project and Construction
Services, Inc. (PCS). The assessment cited over $13,000,000 in repairs that are needed to maintain
safe, warm, and dry facilities. The assessment did not include additions or facility upgrades to meet
the needs of 215t century learning.

Result # 2: A facilities master plan provides a blueprint for buildings that support student success.

Action (Completed 2009)

e Burt, Hill Architects led three community engagements during the spring of 2009. The engagements
focused on the following primary topics: Academics and Technology, Athletics and Activities, and Fine
Arts and Music.

e Community telephone survey of 400 residents was conducted in early December of 2009 by Triad
Research to gauge the level of community support for a bond issue to renovate and/or add new learning
environments.

e An additional community engagement was completed in January 2010 and was facilitated by Triad
Research.

e The facilities master plan is was finalized in January 2010 prior to the initiation of a bond issue. The
master plan will recommend facilities that are globally competitive for all students.

e OnMay4, 2010 a 3.2 mill bond issue was approved by residents
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Action (In Progress)

e Facility planning is in progress with the Board of Education, faculty, staff, administrators, Burt, Hill
Architects and Project and Construction Services, Inc. (Construction Management Firm).

e Community Engagement - The Board of Education, Burt, Hill Architects and PCS, Inc. shared construction
plans with community members.

Result #3: District facilities meet instructional and operational technology needs for all students, faculty, staff
and administrators.

Action (In Progress)

e Technology infrastructure, equipment, and software are included in facility discussions.

e Significant work needs to be considered in the area of technology to make our school globally
competitive.

e Representatives from Burt, Hill Architects and PCS, Inc. meet with the Board of Education and
administrators to define the scope and sequence for bond issue construction.

e Impacted faculty members, Board of Education members, and administrators toured many northeast
Ohio school district facilities. The tours were purposeful in preparing for construction design and
planning.

Result #4: A facilities master plan provides a blueprint for non-instructional buildings and services
(transportation, maintenance, Beach, Wooster and Board of Education Offices).

Action (In Progress)

e Non-instructional buildings are included in facility discussions.

e The facilities assessment by PCS includes the necessary repairs that are needed for the non-instructional
buildings to be warm, safe, and dry.

e The new facilities master plan is considering several options for non-instructional buildings.

e Plans are being developed for the relocation of the Board of Education offices from the current location at
Goldwood to Beach School.

e Extensive planning for Rocky River High School, Kensington Intermediate School and Goldwood Primary
School are in progress.

e Attimetable for construction is being developed.

Result #5: The capital improvement plan uses federal, state, local and non-traditional funding sources.

Action (Completed 2010)

e A private-public partnership replaced the public address (PA) system at the Rocky River High School
stadium in the summer of 2010. A resident offered a donation for a new PA system. Booster clubs
conducted fundraisers to add to the donation.

e Action (In Progress)

e Ohio School Facilities Commission (OSFC) funding is not an option for the Rocky River City Schools at this
time. OSFC funding will only be available to the Rocky River Schools if the district becomes eligible for
funding a full project or if the laws that govern the funds change. At this time the Rocky River Schools
OSFC eligibility rank is 595 out of 612 for funding of 2% ($279,821).

e The Board of Education and administration are seeking private and public partnerships to address
facility needs.

e The City of Rocky River has been approached to partner with the school district for the development of a
turf sports field at Rocky River Middle School and the replacement of the all-weather track at Rocky River
High School. The Board of Education is seeking a financial contribution for the joint use partnership.

o The Rocky River City Schools were approved for participation in the Qualified School Construction Bonds
program on May 27, 2010; interest reimbursement subsides will be $8,997,246.70 based on a principal
bond amount of $11,260,000 over 16 years if all requirements are fulfilled by the district and the
program is fully funded.

e The District was approved to participate in the Federal Build America Bonds program. If fully funded and
all requirements are fulfilled by the District, interest reimbursement subsidies will be $16,690,352 based
on a principal bond amount of $28,500,000 over 34 years.

Strategic Objective: Finance

Strategy: Provide traditional and non-traditional fiscal resources to meet our mission.

Result #1: Alternative revenue streams supplement traditional funding sources for all District programs.




Action (Completed 09-10)

e American Express Corporate Card program for District purchasing earns dollars ($5,400 redeemed as of
May 2010 for Home Depot gift cards in order to purchase needed supplies and equipment of facilities
with approximately another $2,000 accrued as of August 2010).

e Agreement with Magnificat High School for use of our stadium field for Girls’ Soccer. District retains
admission charges and the Rocky River Boosters operates concession stands and keeps the proceeds.

e Cell tower lease agreement with AT&T that produced $30,000 in upfront rental payments (for the first
two years) and will produce an additional $15,000 per year in years three -five.

e Registration for district-hosted professional development (PD) opportunities opened to surrounding
districts thus reducing PD costs for our district.

Action (In Progress)

e Business and Science Departments at RRHS began a program that allows business students to sell
outdated former editions of AP Science Books on eBay. Proceeds are split between the two departments

e Public/Private partnerships and shared services are explored with outside entities.

e Successfully secured an allocation of $11,260,000 in Qualified School Construction Bonds (QSCB’s) to be
used as an integral part of the plan of finance for the $42.9 million bond issue passed by the voters in May
2010. These bonds are expected to be marketed and issued in mid-September 2010. The federal
subsidies received on these bonds along with Build America Bonds (BAB’s) that the District issued for the
vast majority of the remaining bond authority will provide $25.7 million in federal funding to offset a
substantial portion of interest cost related to the bonds. A portion of this $25.7 million is also planned to
be used to delay an operating levy for one year from fiscal 2011 to fiscal 2012 saving the average
homeowner $300 in taxes the first year while keeping District programs intact.

Result #2: Operational efficiencies and cost-containment measures are instituted to optimize resources for
District programs.

Action (Completed 09-10)

e Contracted with a new third-party administrator to administer Section 125 employee flexible benefit
plan that will save the District approximately $6,000 - $10,000 per year while providing for additional
voluntary (100% employee-paid) benefits.

e Issued $60,500 in General Obligation Notes using the unobligated portion of its bond retirement fund (i.e.
internal borrowing) to purchase 60 computers to replace 8+ year old computers located at Goldwood and
Kensington labs at a very minimal transaction cost and at an annual borrowing rate of only 2%.

o Shifted significant purchasing activity to Staples for office supplies and certain instructional supplies in
order to take advantage of a 10% - 20% savings in this area through the Ohio Schools Council contract.
The District is also evaluating cleaning and maintenance supplies purchasing through this same contract
for additional savings.

e Contracted with an outside consultant to review our telecommunication billings. Realized savings of
approximately $13,000 annually starting next year.

e Entered into an electric energy purchase agreement with Duke Energy through the Ohio Schools Council
group contract resulting in an approximate annual savings of $90,000.

e Substitute coding revised to facilitate analysis of expenditures.

e  Staff attendance tracking enhanced to include professional leave.

Result #3: The community is informed on the District’'s financial status and the Ohio school finance
environment.

Action (In Progress)

e Monthly finance committee meeting updates are provided for the community on the financial inter-
workings of the District.

o Treasurer’s Office website is maintained with links to important financial documents such as the five-
year financial forecast, Comprehensive Annual Financial Report and monthly financial reports that are
reviewed by the Board of Education.

Strategic Objective: Human Resources

Strategy: Recruit, hire and retain exceptional staff and provide professional development to accomplish our
mission and strategic objectives.

Result #1: The Rocky River Local Professional Development Committee researches, promotes and
communicates available, pertinent professional development opportunities.
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Action (Completed 09-10)
09-10 District-Offered Professional Development Opportunities:

e 4-workshop Autism series, A Deeper Understanding

e Tech1& Tech II Certification course

e Atomic Learning (online video tutorials) purchased for all district staff
Align, Assess, Achieve formative assessment training
Wilson Reading System® Level I Certification for 11 certified staff members
New Teacher Transition Program opportunities for qualified staff
e 6 District teachers obtained official SMART Technologies Certification

Result #2: Collaborative opportunities are provided in each building during the workday.

Action (Completed 09-10)
e Rocky River High School Professional Learning Community was expanded to 27 weekly department
meetings.

Result #3: Administrators research, promote and communicate available, pertinent training opportunities
for non-certified employees.

Action (Completed 09-10)
e TechI& Tech II Certification courses
Atomic Learning (online video tutorials) available for non-certified staff
Non-certified Staff Tech Inservice on NEOEA Day
Non-certified Staff Adobe Acrobat Inservice
New website Content Management System Inservice
e  Website Inservice with company representative
e Individual Non-certified Staff Inservices (12 different sessions)
e SMART Board training was provided for District substitute teachers

Result #4: A comprehensive approach is in place to assure the district continues to recruit and hire
exceptional employees.

Action (Completed 09-10)
e Positions posted on District website
e  Online application process
e Advertise in newspapers, Ohio colleges, and professional organizations
e Three-tiered interview format used to identify top candidates
e Hired an additional school nurse through the Cuyahoga County Board of Health

Result #5: Exceptional employees choose to make a long-term commitment to the district.

Action (Completed 09-10)
Master Teacher Program (ongoing):
e Recognition of honor given to 10 certified district staff members to date

Strategic Objective: Technology

Strategy: Ensure availability of technology and training necessary to support achievement of our mission and
strategic objectives.

Result #1: All students have equal access and opportunities to use technology.

Action (Completed 09-10)
e New 30 iMac computer lab at Goldwood.
e New 30 iMac computer lab at Kensington.
e 12 year old iMacs replaced with 8 year old eMacs in Goldwood and Kensington classrooms
e RRMS Media Center computers networked to copier, replacing old printers

Result #2: A culture is established where technological literacy is expected at all levels of the organization.

Action (Completed 09-10)

e 36 new laptops purchased for special education and other staff.

e District license purchased for Atomic Learning (online technology video tutorials).

e Special Services Education Module implemented and special education staff members inserviced (special
education forms / reporting software)

e TechI& Tech II Certification Course offered

e SMART Technologies courses offered
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e District Web 2.0 tools implemented: Moodle, Google Apps for Education for Staff (RrApps/Staff)

o Staff Development Needs Assessment

e  Web-based Facilities Work Request database implemented and staff trained on its use

e Web-based RRHS/RRMS Music database implemented and staff trained on its use

Action (In Progress)

o New website launched and Content Management System inservices conducted for certified and classified
staff.

e Ongoing Certified and Classified technology inservices

e TechI& Tech II Certification Courses

e More consistent use of Trouble Trakker by staff to report technology issues.

Result #3: A dynamic, comprehensive infrastructure exists that supports teaching and learning.

Action (Completed 09-10)
e Technology Audit conducted

Action (In Progress)

e Maintain a system of infrastructure support and maintenance in support of technology.

e Provide adequate opportunities for students and staff to share data, files, research and information
effectively and efficiently.

In addition to the above, the following financial goals will be addressed:

e To effectively use District resources to assure the highest quality educational program while
attempting to meet the District’s three year financial plan. This includes continually working towards
successfully managing funds that are being generated from the additional 5.9 mill property tax levy
that was passed in March of 2008 to support the District’s programming by providing financial
stability through calendar 2012 per the District’s current five-year financial forecast. This will be
accomplished by developing, monitoring and adjusting short-term and long-term financial projections
and expenditures focusing on the use of general funds to ensure a balanced budget.

e To continue to educate the electorate of the District on the District’s financial situation and its impact
on the future prosperity and financial stability of the District.

e To receive the GFOA Certificate of Achievement for Excellence in Financial Reporting for this fiscal
year 2010 CAFR.

e To continue to enhance the District’s budget and financial planning information for citizens; to
communicate the District’s dependence on local taxpayer support and current issues with the State of
Ohio’s “Evidence-Based Model” school financing structure based on the House Bill 1 legislation that
became effective on July 1, 2009 as well as any changes to state funding that are implemented due to
the election of a new governor and legislature in November 2010.

e To continue to assure the District’s property tax base remains strong and stable by working thorough
economic issues with city and county governments, the business community and individual property

OwWners.

e To effectively and efficiently utilize the $42.9 million generated from the bond issue that was
approved by the voters in May 2010 as part of the District’s Master Plan for facilities
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Prospects for the Future

The funding structure of public education in Ohio poses a challenge to Districts. There is very little in the
current state funding structure which allows Districts to receive additional revenues relative to
inflationary pressures. Boards of education throughout Ohio must put issues on the ballot for voter
approval in order to receive significant additional revenues. The District passed a 5.9 mill operating levy
in March 2008. Collection of the new levy began in January 2009. The additional revenue from this
levy, now projected to produce approximately $4.1 million annually, along with the addition of federal
subsidies tied to the issuance of Qualified School Construction Bonds and Build America Bonds (see
further discussion below) in the amount of $5.3 million over four calendar years is planned to stabilize the
District’s finances through calendar 2012. Ohio law requires once a school levy is passed, that levy may
not generate additional tax revenue as a result of reappraisal or reassessment (i.e. inflationary growth).
Consequently, tax levies, if approved by voters, essentially provide a fixed source of revenue with no
inflationary growth on those voted mills going forward.

Effective July 1, 2009, the State of Ohio passed landmark education reform in the form of HB 1 that
began to implement an “Evidenced Based Model” for education funding. Due to the State’s financial
condition at the time of its passage and the state of the economy in general, many of the funding reforms
will not be fully funded until at least fiscal year 2012 and most likely will not be fully funded until
sometime after fiscal year 2012. Also, due to the election of a new Governor and legislature in November
2010 as well as the State of Ohio’s projected $8 billion budget deficit for the next biennium starting July
1, 2011, the continuation of this education model as well as state financial support for schools is in
serious jeopardy.

For District’s such as Rocky River with relative property and median income wealth, there is no
significant change in the overall state funding as compared to recent history and, in fact, the District a
slight funding loss for fiscal year 2010 as compared to fiscal year 2009. Fortunately the District, like
most others, was the beneficiary of additional federal funding through the American Reinvestment and
Recovery Act of 2009 that provided targeted funding for special education and disadvantaged student
programs that will last through fiscal year 2011. Further, due to the economic recession over the last
three years, the State of Ohio has had to institute funding cuts to many areas, including education. While
there have not been any meaningful reductions to any of our state funding to date, this is a distinct
possibility as the economic conditions around the country, and especially in Ohio, continue to move along
their current path or deteriorate even further. The District is currently anticipating a reduction in State
foundation funding of 10% starting in fiscal 2012. The state funding portion of the District’s revenue is
subject to legislative action and is expected to be debated for the upcoming state biennial budget starting
on July 1, 2011.

The Board of Education placed a $42.9 million bond levy before the voters in May of 2010 that passed by
a significant margin. The bonds were subsequently issued in September of 2010 and included near zero-
interest Qualified School Construction Bonds (QSCB’s) and 35% interest-subsidy Build America Bonds
(BAB’s) as authorized by the federal ARRA as well as traditional tax-exempt bonds. The plan for the use
of these funds is a comprehensive one that covers the upgrade of virtually all buildings in the District
(physical plant upgrades for the primary, intermediate and high schools and technology upgrades for the
middle school) with the main emphasis being placed on the renovation and expansion of Rocky River
High School to meet the needs of our students in order to provide them a 21* Century education. The
design and construction period will last approximately 42 months and is currently in the midst of the
design phase for the high school, primary school and intermediate school. The design phase for renovated
Board of Education administrative offices was recently completed and the construction phase for that
project has not begun.
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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 the
financial statements and maintaining the accountability of assets. The concept of reasonable assurance is
based on the assumption 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
capital assets and payroll. These systems, coupled with the manual auditing of each voucher prior to
payment, ensures financial information generated is both accurate and reliable.

At the beginning of each fiscal year, the Board of Education adopts either a temporary appropriation
measure or a permanent appropriation measure for the fiscal year. If a temporary appropriation 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 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 measures, including any
supplements or amendments, do not exceed the amount set forth in the latest of those official estimates.

All disbursements and transfers of cash between funds require appropriation authority from the Board.
Budgets are controlled at the fund level for all District funds. All non-site-based purchase order requests
must be approved by the Executive Director of Human Resources and Support Services and certified by
the Treasurer; necessary funds are then encumbered and purchase orders 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 to
date.

In addition to interim financial statements, each administrator and school principal is furnished monthly
reports showing the status of the budget accounts for which they are responsible.

As an additional safeguard, all employees are covered by a blanket bond, and certain individuals in policy
making roles are covered by a separate, higher limit bond.

The basis of accounting and the various funds utilized by the District are fully described in Note 2 of the
financial statements. Additional information on the District's budgetary accounting can also be found in
Note 2.

Financial Reporting

This is the ninth year the District has prepared financial statements following GASB Statement No. 34
“Basic Financial Statements-and Management’s Discussion and Analysis-for State and Local
Governments”. GASB Statement No. 34 creates basic financial statements for reporting on the District’s
financial activities as follows:
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Government-wide financial statements: These statements are prepared on an accrual basis of accounting
which is similar to the basis of accounting followed by many businesses. The government-wide
statements distinguish between those activities of the District that are governmental and those that are
considered business-type activities.

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

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

As part of this reporting model, management is responsible for preparing a Management Discussion and
Analysis (MD&A) of the District. This discussion is presented in the financial section of this report and
provides an assessment of the District finances for fiscal year 2010. This transmittal letter is intended to
be read in conjunction with the District’s MD&A.

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, CPA, Auditor of State, was selected to render an opinion on the
District's financial statements as of and for the year ended June 30, 2010. 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 year 1979.

Awards

The Government Finance Officers Association of the United States and Canada (GFOA) awarded its
Certificate of Achievement for Excellence in Financial Reporting to the Rocky River City School District
for its comprehensive annual financial report (CAFR) for the year ended June 30, 2009.

This was the nineteenth year that the Rocky River City School District has achieved this prestigious
award. In order to be awarded a Certificate of Achievement, a governmental unit must publish an easily
readable and efficiently organized CAFR, whose contents conform to program standards. Such a report
must satisfy both generally accepted accounting principles and applicable legal requirements.

A Certificate of Achievement is valid for a period of one year only. We believe 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.
This Certificate is the highest form of recognition available for governmental accounting and financial
reporting. Attainment of this Certificate represents a substantial accomplishment for any governmental
entity.
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ROCKY RIVER CITY SCHOOL DISTRICT
CUYAHOGA COUNTY, OHIO

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2010
(UNAUDITED)

The discussion and analysis of Rocky River 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, 2010.
The intent of this discussion and analysis is to look at the District’s financial performance as a whole;
readers should also review the transmittal letter, notes to the basic financial statements and financial
statements to enhance their understanding of the District’s financial performance.

Financial Highlights
Key financial highlights for 2010 are as follows:

In total, net assets of the governmental activities increased $2.2 million from a balance of $9.6 million at
June 30, 2009 to $11.8 million at June 30, 2010.

Total governmental activities revenues increased $1.0 million primarily due to an increase in property tax
revenue and an increase in grants and entitlements. The revenue increase is further explained on page 25.

Total governmental activities expenses increased $0.5 million or 1.26 percent. The increase was
primarily in the instruction related area.

Program revenue, revenue from specific fees and grants, increased to 11.54 percent of all revenue from
10.79 percent in 2009. Over eighty-eight percent of governmental activities revenues come from general
revenues, primarily property taxes.

Total capital assets, net decreased from $24.7 million at June 30, 2009 to $23.9 million at June 30, 2010.
This occurred as depreciation expenses more than offset new capital assets.

The District’s outstanding long-term obligations decreased to $19.0 million at June 30, 2010 from $20.8
million at June 30, 2009.

The District’s major governmental funds are the general fund, bond retirement fund and permanent
improvement fund. The general fund had $31.4 million in revenues and $30.7 million in expenditures
and other financing uses. During fiscal 2010, the general fund’s fund balance increased $0.7 million from
a deficit balance of $.3 million to a positive balance of $.4 million.

The bond retirement fund had $3.2 million in revenues and $3.1 million expenditures. During fiscal
2010, the bond retirement fund’s fund balance increased $0.1 million from $4.5 million to $4.6 million.

The permanent improvement fund had $0.07 million in revenues and $0.12 million expenditures. During
fiscal 2010, the permanent improvement fund’s fund balance decreased $0.05 million from $0.11 million
to $0.06 million.

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 as a financial whole, an entire operating

entity. The statements then proceed to provide an increasingly detailed look at specific financial
activities.
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ROCKY RIVER CITY SCHOOL DISTRICT
CUYAHOGA COUNTY, OHIO

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2010
(UNAUDITED)

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 and what remains for future spending. The
fund financial statements also look at the District’s most significant funds with all other non-major funds
presented in total in one column. In the case of the District, the general fund is by far the most significant
fund.

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

While this document contains the large number of funds used by the 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 2010?” 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.

The statement of net assets and the statement of activities include the District’s programs and services,
including instruction, support services (which includes the operation and maintenance of plant and pupil
transportation), extracurricular activities and food service operations.

The District’s statement of net assets and statement of activities can be found on pages 37-38 of this
report.

Reporting the District’s Most Significant Funds

Fund Financial Statements

Fund financial statements 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, bond retirement debt service fund and the permanent improvement capital projects fund.
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ROCKY RIVER CITY SCHOOL DISTRICT
CUYAHOGA COUNTY, OHIO

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2010
(UNAUDITED)

Governmental Funds: Most of the District’s activities are reported in governmental funds, which focus
on how money flows into and out of those funds and the balances left at year-end, available for spending
in future periods. These funds are reported using an accounting method called modified accrual
accounting, which measures cash and all other financial assets that can readily be converted to cash. The
governmental fund statements provide a detailed short-term view of the District’s general government
operations and the services it provides. Governmental fund information helps you determine whether
there are more or fewer financial resources that can be spent in the near future to finance educational
programs. The relationship (or differences) between governmental activities (reported in the Statement of
Net Assets and the Statement of Activities) and governmental funds is reconciled in the financial
statements. The basic governmental fund financial statements can be found on pages 39-42 of this report.

The District as a Whole

Recall the Statement of Net Assets provides the perspective of the District as a whole. The Statement of
Net Assets presents information on the Governmental Activities of the District. Table 1 provides a
summary of the District’s Governmental Activities net assets for 2010 compared to the two prior years.

TABLE 1
Net Assets
(In millions)
Governmental Governmental Governmental
Activities Activities Activities
2010 2009 2008
Assets
Current and other assets $ 35.6 $ 33.8 $ 32.4
Capital assets, net 23.9 24.7 25.6
Total assets 59.5 58.5 58.0
Liabilities
Current liabilities 28.7 28.1 27.5
Long-term liabilities 19.0 20.8 22.6
Total liabilities 47.7 48.9 50.1
Net Assets
Invested in capital
assets, net of related debt 10.9 10.2 9.0
Restricted 5.6 49 49
Unrestricted (deficit) (4.7) (5.5) (6.0)
Total net assets 3 11.8 $ 9.6 $ 7.9

Total Assets increased by $1.0 million. Current assets increased $1.8 million primarily due to an increase
in property taxes receivable of $0.5 million and an increase in cash and cash equivalents of $.09 million.
Both increases are due to increased property taxes both received in fiscal 2010 and due to the District at
June 30, 2010. Capital assets decreased by $.8 million as depreciation expense more than offset capital
additions. The District acquired $0.2 million less in capital assets in fiscal 2010 compared to fiscal 2009.
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ROCKY RIVER CITY SCHOOL DISTRICT
CUYAHOGA COUNTY, OHIO

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2010
(UNAUDITED)

Total Liabilities decreased by $1.2 million. Long-term liabilities decreased $1.8 million as the District
retired bonds and other long-term obligations. Current liabilities increased by $.6 million due to an
increase in accrued wages and related benefits due at June 30 and an increase in unearned revenue as a
result of the increased property taxes receivable (asset).

The unrestricted (deficit) portion of net assets of $4.7 million at June 30, 2010 was a decrease of $.8
million from June 30, 2009.

Graph 1 below shows the District’s governmental activities assets, liabilities and net assets for fiscal year
2010, 2009 and 2008.

Graph 1
Net Assets Governmental Activities
(In millions)
2010 2009 2008
Total Assets $59.5 $58.5 $58.0
Total Liabilities 47.7 48.9 50.1
Total Net Assets $11.8 $9.6 $7.9
Rocky River City School District Governmental Activities
(In Millions)
$60.0
$50.0
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$10.0
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Total Assets Total Liabilities Total Net Assets
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ROCKY RIVER CITY SCHOOL DISTRICT
CUYAHOGA COUNTY, OHIO

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2010
(UNAUDITED)

Governmental Activities

The District’s assets increased by $1.0 million, and total liabilities decreased by $1.2 million. As a result,
net assets increased $2.2 million at the end of fiscal year 2010. Table 2 below shows the changes in
governmental activities net assets for fiscal year 2010, 2009 and 2008.

Table 2
Changes in Net Assets
(In millions)
Governmental Activities
2010 2009 2008

Revenues
Program Revenues:

Charges for Services and Sales $1.3 $1.4 $1.4

Operating Grants and Contributions 3.2 2.7 25

Capital Grants and Contributions 0.0 0.0 0.1
Total Program Revenues 4.5 4.1 4.0
General Revenues:

Property Taxes 28.1 27.8 25.6

Grants and Entitlements 6.2 5.9 51

Other 0.2 0.2 0.6
Total General Revenues 34.5 33.9 31.3
Total Revenues 39.0 38.0 35.3
Program Expenses
Instruction 20.4 19.2 18.9
Support Services:

Pupils and Instructional Staff 3.1 2.7 2.8

Board of Education, Administration,
Fiscal and Business 3.3 34 3.5
Operation and Maintenance of Plant 3.7 4.0 35
Pupil Transportation 15 1.6 1.6
Central 0.8 0.8 0.7
Operation of Non-Instructional Services:

Food Service Operations 0.5 0.4 0.5

Other Non-Instructional Services 1.3 1.7 1.6
Extracurricular Activities 11 1.3 1.2
Interest and Fiscal Charges 1.1 1.2 1.2
Total Expenses 36.8 36.3 35.5
Increase (Decrease) in Net Assets 2.2 1.7 (0.2)
Net Assets, July 1 9.6 7.9 8.1
Net Assets, June 30 $11.8 $9.6 $7.9
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Total revenue for governmental activities increased $1.0 million primarily due to an increase in tax
revenue resulting from the passage of a 5.9 mill operating levy in May 2008 upon which the District
began collecting additional taxes in January 2010. The District collected a full year’s worth of taxes in
fiscal 2010 as compared to only a half year in fiscal 2009. In addition, the District had an increase in
unrestricted grant and entitlement funding in fiscal year 2010 versus 2009 primarily due to reimbursement
from the State of Ohio for lost tangible personal property tax revenue.

Total expenses for governmental activities increased $.4 million.

Instruction expenses increased $1.2 million primarily due to normal and customary wage and benefit
increases coupled with increasing healthcare costs. This area accounts for 55.43 percent of District’s
governmental activities expenses for 2010.

Support services expenses decreased $0.1 million primarily due to a decrease in operations and
maintenance program expenses. The decrease is due to tighter cost controls implemented by the District.
Support services account for 33.64 percent of District’s governmental activities expenses for 2010.

Program revenue support for governmental activities increased $0.4 million. The percent of program
revenue support stayed approximately the same as in 2009. Operating grants and contributions increased
primarily due to funding received from the federal government through the American Reinvestment and
Recovery Act (ARRA). The vast majority of revenue supporting governmental activities, over 88
percent, continues to be general revenue. 72 percent of total revenue, $28.1 million for 2010 was
property taxes paid by the residents in the District. Only $6.2 million (15.97 percent of total revenue)
came from unrestricted state or federal sources (general revenue source).

Graph 2 below shows a comparison of program revenues versus general revenue for the governmental
activities for fiscal year 2010, 2009 and 2008.

Graph 2
Revenues for Governmental Activities
(In millions)
2010 2009 2008
Program Revenue $4.5 $4.1 $4.0
General Revenue 345 33.9 31.3
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Rocky River City School District Revenue For Govermmental
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Program Revenue

The District’s property taxes increased $0.3 million in 2010 due to the passage of a 5.9 mill operating
levy in May 2008 upon which the District collected a full year’s worth of taxes in fiscal 2010. The
unique nature of property taxes in Ohio creates the need to routinely seek voter approval for operating
funds. The overall revenue generated by a voted levy does not increase solely as a result of inflation. As
an example, a homeowner with a home valued at $100,000 and taxed at 1.0 mill would pay $35.00
annually in taxes. If three years later the home were reappraised and increased to $200,000 (and this
inflationary increase in value is comparable to other property owners) the effective tax rate would become
.5 mills and the owner would still pay $35.00.

Thus Districts dependent upon property taxes are hampered by a lack of revenue growth and must
regularly return to the voters to maintain a constant level of service. Property taxes made up 71.99
percent of revenues for governmental activities for District in fiscal year 2010.
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The Statement of Activities shows the cost of program services and the charges for services and grants
offsetting those services. Table 3 shows, for government activities, the total cost of services and the net
cost of services. That is, it identifies the cost of these services supported by tax revenue and unrestricted
State entitlements.

Table 3 below shows the governmental activities total cost of services and net cost of services for fiscal
year 2010, 2009 and 2008.

Table 3
Governmental Activities
(In millions)

2010 2009 2008

Total Net Total Net Total Net
Cost of Cost of Cost of Cost of Cost of Cost of
Services  Services  Services Services  Services Services

Instruction 20.4 18.7 19.2 18.1 18.9 17.8
Support Services:
Pupils and Instructional Staff 3.1 2.8 2.7 25 2.8 2.6
Board of Education, Administration,

Fiscal and Business 3.3 3.3 3.4 3.4 3.5 35
Operation and Maintenance of Plant 3.7 3.6 4.0 3.8 3.5 3.4
Pupil Transportation 15 14 1.6 14 1.6 14
Central 0.8 0.8 0.8 0.7 0.7 0.7

Operation of Non-Instructional Services:
Food service Operations 0.5 0.0 0.4 0.0 0.5 0.1
Other Non-Instructional Services 13 (0.2) 1.7 0.2 1.6 0.0
Extracurricular Activities 11 0.8 1.3 0.9 1.2 0.8
Interest and Fiscal Charges 1.1 1.1 1.2 1.2 1.2 1.2
Total $36.8 $32.3 $36.3 $32.2 $35.5 $31.5

Graph 3 below shows the governmental activities revenues and expenses for fiscal year 2010, 2009 and
2008.

Graph 3
Revenue and Expense for Governmental Activities
(In millions)
2010 2009 2008
Revenue $39.0 $38.0 $35.3
Expense 36.8 36.3 35.5

28



ROCKY RIVER CITY SCHOOL DISTRICT
CUYAHOGA COUNTY, OHIO

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2010
(UNAUDITED)

Rocky River City Schools Revenue and Expense
For Governmental Activities
(In Millions)

Revenue

Expense

2008

Program revenue for governmental activities in 2010 was $4.5 million or 11.54 percent of all revenue.
For 2009, program revenue was $4.1 million, or 10.79 percent of all revenue. The largest expense area
was instruction, comprising $20.4 million, 55.43 percent of all governmental activity expenses.

The District’s Governmental Funds

The District’s major governmental funds are reported on pages 39 and 41. All governmental funds are
accounted for using the modified accrual basis of accounting. All governmental funds had total revenues
of $38.8 million and expenditures of $37.9 million. The net change in fund balance for the year was most
significant in the general fund. The general fund balance increased by $0.7 million primarily due to an
increase in tax revenue as a result of the passage of a 5.9 mill operating levy in May 2008 as a full year’s
worth of taxes were collected in fiscal 2010 versus only a half year in fiscal 2009. In addition, the general
fund had an increase in intergovernmental-state revenue due to reimbursement from the State of Ohio for
lost tangible personal property tax which was phased-out. The only significant expenditure increase in
the general fund was in the area of regular instruction which increased 1.63% due to normal and
customary wages and benefit increases coupled with increased health insurance and benefit costs.
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General Fund Budgeting Highlights

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

During the course of fiscal 2010, the District amended its general fund budget numerous times, none
significant. 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, actual budget basis revenue was $31.8 million equal to the original budget estimates
of $31.8 million. Final budgeted revenues were $31.6 million which was $0.2 million less than actual
budget basis revenues.

Total expenditures on the budget basis (cash outlays plus encumbrances) were $31.4 million. Actual
expenditures were equal to original budgeted expenditures of $31.4 million and $0.1 million less than
final budgeted expenditures of $31.5 million. The actual expenditures were less than the final budgeted
amounts primarily due to less than anticipated spending on support services.

The general fund budgetary statement can be found on page 43.
Capital Assets and Debt Administration
Capital Assets

Table 4 below reports the District’s capital assets, net of accumulated depreciation, for fiscal year 2010,
2009 and 2008.

Table 4
Capital Assets, Net
(In millions)

Governmental Activities

2010 2009 2008
Land and construction in progress $1.0 $0.8 $0.8
Land Improvements 1.2 1.3 1.3
Buildings and Improvements 20.0 20.9 22.0
Furniture and Equipment 1.0 1.0 0.9
Vehicles 0.7 0.7 0.6
Total $23.9 $24.7 $25.6

At the end of fiscal 2010, the District had $23.9 million in total capital assets. This is the value of land
and construction in progress, land improvements, buildings and improvements, furniture and equipment
and vehicles after depreciation is taken off their value. The largest component of these capital assets is
buildings and improvements.

Total capital assets decreased from $24.7 million in 2009 to $23.9 million for 2010. This decrease was
the result of capital acquisitions not fully offsetting depreciation expense. The District acquired $0.2
million less in capital assets in fiscal 2010 compared to fiscal 2009.
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For additional information on capital assets, see Note 9 to the basic financial statements.

Graph 5 below shows the governmental activities capital assets by category and the percentage to total
assets for each category for capital assets, net at June 30, 2010

Graph 4
Total Governmental Activities Capital Assets, Net
(In millions)

June 30, 2010
Land and construction in progress $1.0
Land Improvements 1.2
Building and Improvements 20.0
Furniture and Equipment 1.0
Vehicles 0.7
Total $23.9

Governmental Activities Capital Assets Net of Depreciation

Vehicles Land
Furniture and 3% 4% Land
Equipment Improvements
4% 5%

Buildings and
Improvements
84%
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Debt

At June 30, 2010 the District had $14.5 million in bonds outstanding. Table 5 below summarizes the
District’s bonds outstanding at June 30, 2010, 2009 and 2008.

Table 5
Outstanding Bonded Debt at Year End
(In millions)
Governmental Activities
2010 2009 2008
School Building General Obligation Bonds $12.6 $13.9 $15.1
School Building Refunding Bonds 1.9 2.6 3.2
Total $14.5 $16.5 $18.3

The School Building Improvement Bonds were issued following passage of the bond issue in November
1997. The bonds were issued in February 1998 in the amount of $24.5 million. The proceeds of the issue
funded the construction of the new middle school and renovations of the other facilities in the District.

The School Building Refunding Bonds were issued in September 1996 in the amount of $10.0 million to
advance refund bonds issued in January 1991. The original issue of these bonds followed passage of a
bond issue at the regular election held in November 1989.

For additional information on debt, see Note 11 to the basic financial statements. Graph 7 below shows
the District’s debt outstanding at June 30, 2010, 2009 and 2008.

Graph 5
Outstanding Debt at Year End

Rocky River City School District Outstanding Debt at Year End
(In Millions)
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Graph 8 below shows the District’s legal debt limit and debt margin at June 30, 2010, 2009 and 2008

Graph 6
Debt Limit and Margin
(In millions)
2010 2009 2008
Voted Debt Limit $64.4 $66.8 $66.1
Voted Debt Margin 54.6 54.8 51.9

Rocky River City School District Debt Margin and Limit
(In Millions)

Voted Debt Limit

Voted Debt Margin

2008
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District Outlook

The Rocky River City School District continues to experience many financial challenges based on the
current state of the economy and the District’s most recent financial issues that have been dealt the
District’s way over the last several years. As the preceding information shows, the District heavily
depends on its property taxpayers. Fortunately, with the passage of a 5.9 mill operating levy back in May
of 2008 for a continuing period of time, the District is currently in the second year of what has historically
been a three year levy cycle that was planned to enable the District to continue its currently excellent
education program level. This new levy is now expected to generate approximately $4.1 million per
year. While the District was successful in increasing its annual tax revenue base by this amount, this
increase is a one-time increase. State law fixes the amount of this increase, forcing it to remain nearly
constant as time moves forward. Thus, management must diligently plan expenses, staying carefully
within the District’s available revenue streams.

However, with the continued financial pressures of personnel needs to continue the level of services
offered to our students, employee healthcare costs, facilities needs, the continued erosion of the
commercial tax base through state tax law changes detrimental to schools (e.g. the “phase out” of the
personal property tax) as well as commercial and residential reductions in property values leading to
significant lost revenues and an increase in the amount of delinquent taxes due to the housing market and
general economic downturn over the past year, this goal will be very challenging to meet. A once healthy
General Fund cash balance was brought down to a dangerously low level at the end of fiscal year 2005
and did not significantly improve by the end of fiscal year 2009. The District continued operating with a
low General Fund cash balance in relation to total budget during fiscal year 2010 as well, although the
District ended the year with a moderately larger unencumbered balance than it did at the end of fiscal year
2009. Unfortunately, this amount still does not leave much of a “safety net” for the District in the case of
less-than-expected revenues and/or higher-than-expected costs going forward.

To this end, the District continued some of the steps during fiscal year 2010 that were started in fiscal
year 2006 to stabilize the District’s finances for the current fiscal year as well as for fiscal year 2010 and
beyond in order to minimize reductions to the District’s educational and related programs. Employee
negotiations that were completed by May of 2008 became effective for fiscal year 2009 salaries for a
three year period (through June 30, 2011) that resulted in an average 2.5 percent annual base salary
increase over the previous year’s salary schedules for the next three fiscal years. This 2.5 percent average
increase was also extended to the salaries of all non-bargaining employees, which includes administrators
and certain non-teaching personnel. This increase compared very favorably to the almost 3 percent
annual increases that were agreed to by many other Districts throughout the local area at that time.

Additionally, the District’s management was successful in negotiating meaningful cost sharing and cost
controls over the District’s employee group medical and prescription drug insurance plan as part of those
negotiations. The District further addressed this significant expenditure area for the long-term by joining
the Suburban Health Consortium as of July 1, 2010, which will enable the District to self-fund employee
medical and prescription drug insurance plan with a group of 5,000+ lives. This should hopefully provide
leverage in keeping annual increases to levels below general trending and even out increases when high
claim years are experienced.
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The District also reduced projected salary costs by hiring in certificated staff replacements at a lower
placement on the teacher salary schedule wherever possible. District management held, wherever
possible, to zero-growth in fiscal year 2010 non-personnel spending levels as compared to fiscal year
2010 while continuing to target funds to needed areas such as student technology and textbooks. The
receipt of one-time federal monies in fiscal 2010 through the American Recovery and Reinvestment Act
(ARRA) did help to fund some targeted areas such as special and remedial education. These funds will
continue to be used during fiscal 2011, but are expected to be eliminated for fiscal 2012.

As promised to the voters of the District during the March 2009 levy campaign, the District included
appropriations starting in fiscal year 2010 to bring back items such as new textbooks, classroom supplies,
technology purchasing and the like that were drastically cut over the last several years due to the
District’s financial condition. This direction of resources continued during fiscal 2010 and has been
addressed in the District’s financial plan for fiscal year 2011 as well. This will all have to be done while
dealing with the economic conditions and other factors outlined above, so the District’s management will
need to be flexible and creative in managing the District’s limited resources to make this happen.

Some of the District’s facilities are in need of significant repairs and remodeling/redesign in order to be
brought up to acceptable standards. Since the District does not have a dedicated revenue stream or other
resources to address these issues, the Board of Education placed a $42.9 million bond levy before the
voters in May of 2010 that passed by a significant margin. The bonds were subsequently issued in
September of 2010 and included near zero-interest Qualified School Construction Bonds (QSCB’s) and
35% rebateable Build America Bonds (BAB’s) as authorized by the federal ARRA as well as traditional
tax-exempt bonds.

The plan for the use of these funds is a comprehensive one that covers the upgrade of virtually all
buildings in the District (physical plant upgrades for the primary, intermediate and high schools and
technology upgrades for the middle school) with the main emphasis being placed on the renovation and
expansion of Rocky River High School to meet the needs of our students in order to provide them a 21
Century education. The construction period will last approximately 42 months and is currently in the
midst of the design phase for the high school, primary school and intermediate school. The design phase
for renovated Board of Education administrative offices is now complete and the construction phase for
that project is set to begin in early December of 2010.

Educationally, the District continues to perform among the highest level as determined by the State of
Ohio, which is measured by an objectively defined set of proficiency criteria. The District’s most recent
state report card shows its students having met or exceeded the minimum requirements on 26 out of 26
objective performance indicators as mandated by the State of Ohio, therefore receiving an “Excellent with
Distinction” designation from the State.
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In June 2005, the State Legislature made landmark changes to the State’s taxing structure with the
passage of House Bill 66 that took effect July 1, 2005. Of the many changes to Ohio’s taxing structure,
one of the most significant changes was the phase-out of the tangible personal property (TPP) tax on most
businesses inventory, manufacturing machinery and equipment, and furniture and fixtures over four years
at about 25 percent annually beginning in tax year 2006. Most new manufacturing machinery and
equipment that would have been first taxable in tax year 2006 and thereafter is subject to no TPP tax.
Ohio School Districts were to be “held harmless” for lost revenue through tax year 2010 by the State. HB
1 signed into law by the Governor as of July 1, 2010 included a provision to extend the full (100%)
reimbursement of “base year” valuation losses through fiscal year 2013. Reimbursements will then be
phased out starting in fiscal year 2014 through fiscal year 2018. The District began receiving these “hold
harmless” payments in May of 2006. The District continues to be unable to determine what long-term
effects, if any, this new taxing structure contained in House Bill 66 will have on future state school
funding in general and its specific state funding in particular.

Further, due to the economic recession over the last three years, the State of Ohio has had to institute
funding cuts to many areas, including education. While there have not been any meaningful reductions to
any of our state funding to date, this is a distinct possibility as the economic conditions around the
country, and especially in Ohio, continue to move along their current path or deteriorate even further.
The District is currently anticipating a reduction in State foundation funding of 10% starting in fiscal
2012. The state funding portion of the District’s revenue is subject to legislative action and is expected to
be debated for the upcoming state biennial budget starting on July 1, 2011.

Effective July 1, 2009, the State of Ohio passed landmark education reform in the form of HB 1 that
begins to implement an “Evidenced Based Model” (EBM) for education funding. Unfortunately, due to
the State’s current financial condition and the state of the economy in general, many of the funding
reforms will not be fully funded until at least fiscal year 2012 and most likely will not be fully funded
until sometime after fiscal year 2012. For District’s such as Rocky River with relative property and
median-income wealth, there is no significant change in the overall state funding as compared to recent
history and, in fact, the District has incurred some slight funding loss as compared to fiscal year 2010.
The EBM is currently the subject of debate as a new Governor will be taking office in January of 2011, so
the future of this funding model will be one of the major issues to watch as the State begins deliberations
for the upcoming biennial budget. Fortunately the District, like most others, was the beneficiary of
additional federal funding through the American Reinvestment and Recovery Act of 2009 that provided
targeted funding for special education and disadvantaged student programs that will last through fiscal
year 2011.

Contacting the District’s Financial Management

This financial report is designed to provide our citizen’s, taxpayers, investors, creditors and the general
public with an overview of the District’s finances and to show accountability for the money it receives. If
you have any questions about this report or would like additional financial information about the District,
please contact Greg R. Markus, CPA, Treasurer/CFO, Rocky River City School District, 21600 Center
Ridge Road, Rocky River, Ohio, 44116-3980 or by email at Markus.Greg@rrcs.org. You may also visit
the District’s website at www.rrcs.org.
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