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INDEPENDENT AUDITOR’S REPORT

To the Officers and Trustees of the

Community Improvement Corporation of Ashland Ohio
Ashland, Ohio

We have audited the accompanying statement of financial position of the Ashland
County Community Improvement Corporation (a nonprofit organization) as of
December 31, 2005 and 2004, and the related statements of activities, and cash flows
for the years then ended. These financial statements are the responsibility of the
Corporation’s management. QOur responsibility is to express an opinion on these
financial statements based on our audit.

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

In our opinion, the financial statements referred to above present fairly, in all material
respects, the financial position of the Ashland County Community Improvement
Corporation as of December 31, 2005 and 2004, and the changes in its net assets and its
cash flows for the years 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 September 21, 2006, on our consideration of the Ashland County Community
Improvement Corporation’s internal control over financial reporting and our tests of its
compliance with certain provisions of laws, regulations, contracts, and grants. That
report is an integral part of an audit performed in accordance with Government
Auditing Standards and should be read in conjunction with this report in considering the
results of our audit.

FRANK, SERINGER & CHANEY, INC.

Ashland, Chio
September 21, 2006



COMMUNITY IMPROVEMENT CORPORATION OF ASHLAND OHIO

Statements of Financial Condition

December 31,

Assets

Current assets:
Cash
Loans receivable
Prepaid insurance

Total current assets

Railroad property, at cost
Office equipment

Total assets

Liabilities and net assets
Current liabilities:
Mortgage payable — current portion
Accrued expenses

Total current liabilities

Shippers’ advances
Mortgage payable — net of current portion

Net assets:
Unrestricted

Total liabilities and net assets

See notes to financial statements

2005 2004
$1,129,027 $§ 199,185
88,267 45,000
835 835
1,218,129 245,020
1,714,720
3.492 4,881
3,492 1,719,601
51,221,621  $1,964,621
3 3 19,849
200,000 10,000
200,000 29,849
193,547
—111.501
305,048
1.021.621 1,629,724
$1,221,621  §1,964,621




COMMUNITY IMPROVEMENT CORPQORATION OF ASHLAND QHIO

Staternents of Activities
Years ended December 31,

Revenues:
Railroad lease
Interest
Donations
Dues

Expenses:
Professional fees
Interest
Insurance
Donations
Consulting
Marketing
Depreciation
Miscellaneous
Office
Advertising and promotional

Other expenses:
Transfers to governmental agencies
Loss on sale of railroad property

Change in net assets

Net assets — beginning of year

Net assets — end of year

See notes to financial statements

Unrestricted
2005 2004
$ 36204 § 62,065
17,072 1,043
9,000 9,500
30 190
62,306 72,798
10,174 5,100
3,646 5,927
3,309 3,343
2,000 2,000
1,750
1,710
1,389 1,561
552 133
100 80
6.835
24,630 24,979
200,000 4161
445.779
645.779 4.161
( 608,103) 43,658
1,628.724 1,586,066
$1,021,621  $1,629,724




COMMUNITY IMPROVEMENT CORPORATION OF ASHLAND OHIO

Statements of Cash Flows
Years ended December 31,

Cash flows from operating activities:
Change in net assets
Adjustments to reconcile change in net assets
to net cash provided by operating activities:

Depreciation
Accrued rent income
Accrued interest income
Prepaid insurance
Accrued expenses
Shipper advances

Net cash (used) provided by operating activities
Cash flows from investing activities:
Repayment of loan principal
Sale of property
Increase of loan principal

Net cash provided (used) by investing activities

Cash flows from financing activities:
Repayment of principal indebtedness

Net cash (used) by financing activities

Net increase (decrease) in cash
Cash, beginning of year

Cash, end of year

See notes to financial statements

2005 2004
$(608,103)  § 43,658
1,389 1,561
5,172
215
34
190,000 7,485
(193,547) (27,284)
(610,261) 30,841
3,665 3,946
1,714,720
(_46.932) (45,000
1,671,453 (41,054)
(131.350) (22.154)
(131.350) (22.154)
929,842 (32,367)
199,185 231,552
$1,129,027  $199,185




COMMUNITY IMPROVEMENT CORPORATION OF ASHLAND OHIO

Notes to Financial Statements
December 31, 2005 and 2004

Note 1 - Summary of significant accounting policies

Basis of accounting — The accompanying financial statements have been
prepared on the accrual basis of accounting in accordance with accounting
principles generally accepted in the United States of America.

Property and depreciation — The Corporation capitalizes asset purchases having
a cost of $500 or more. Depreciation is computed on the straight-line method over
the estimated useful lives of the assets.

Estimates — The preparation of financial statements requires management to
make estimates and assumptions that affect certain reported amounts and
disclosures. Accordingly, actual results could differ from those estimates.

Income taxes — The Corporation is exempt from federal income taxes under
Section 501(c)(3) of the Internal Revenue Code and therefore has made no
provision for federal income taxes in the accompanying financial statements. In
addition, the Corporation has been determined by the Internal Revenue Service not
to be a “private foundation” within the meaning of Section 509(a) of the Internal
Revenue Code. There was no unrelated business income for 2005 or 2004.

Nature of activities — The Corporation is a county wide entity whose purpose is
to enhance the industirial base of the county while creating the opportunity for new
industry and jobs.

Advertising costs — Advertising costs are charged to operations as incurred.
Note 2 — Loans Receivable

Low interest loans are funded from Community Development Block Grant
money. These funds are administered in agreement with Ashland County and the
City of Ashland. Loans are made to qualifying businesses in Ashland County. In
the opinion of management, all loans are collectible and no allowance for doubtful
accounts is deemed necessary.

Note 3 — Railroad property
On July 6, 2005 Ashland Railway exercised their option to purchase the railroad

property. The Corporation is obligated to pay back $200,000 of the grant from the
Ohio Department of Transportation.



The Corporation is obligated to use the remaining $637,000 in grant money as
designated in the First Amendment to Grant Agreement. Of the remaining grant
money, the Corporation may use up to $500,000 for the rail extension to the
Ashland Business Park. The remaining $137,000 may be used towards the rail line
upgrades to the Union Street overpass.

Note 4 — Office equipment

Office equipment is recorded at cost and is being depreciated over the estimated
useful lives of the assets using the straight-line method. Accumulated depreciation
at December 31, 2005, and 2004 amounted to $5,756 and $4,367.

Note 5 — Concentration of credit risk

The Corporation’s cash is placed with several institutions with high credit
ratings. This investment policy limits the Corporation’s exposure to concentrations
of credit risk. Currently, the Corporation carries amounts in excess of federally
insured limits with a local bank.

Note 6 — Cash flows

For purposes of reporting cash flows, cash includes cash in checking accounts,
money market accounts, and savings accounts,

Supplemental cash flows disclosures:

Cash paid for interest $3,646 $5,927




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

The Board of Trustees
Community Improvement Corporation of Ashland Ohio

We have audited the financial statements of Community Improvement Corporation of Ashland
Ohio as of and for the year ended December 31, 2005, and have issued our report thereon dated
September 21, 2006. We conducted our audit in accordance with auditing standards generally
accepted in the United States of America and the standards applicable to financial audits
contained in Government Auditing Standards, issued by the Comptroller General of the United
States.

Internal Confrol Over Financial Reporting

In planning and performing our audit, we considered Community Improvement Corporation of
Ashland Ohio’s internal control over financial reporting in order to determine our auditing
procedures for the purposes of expressing our opinion on the financial statements and not to
provide an opinion on the internal control over financial reporting. Our consideration of the
mternal conirol over financial reporting would not necessarily disclose all matters in the internal
control that might be material weaknesses. A material weakness is a reportable condition in
which the design or operation of one or more of the internal control components does not reduce
to a relatively low level the risk that misstatements caused by error or fraud in amounts that
would be material in relation to the financial statements being audited may occur and not be
detected within a timely period by employees in the normal course of performing their assigned
functions. We noted no matters involving the internal control over financial reporting and its
operation that we consider to be material weaknesses.

Compliance and Other Matters

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

This report is intended solely for the information and use of the Board of Trustees, management
and federal awarding agencies and is not intended to be and should not be used by anyone other
than these specified parties.

FRANK, SERINGER & CHANEY, INC.

Ashland, Ohio
September, 21, 2006
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