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Independent Auditor's Report

To the Board of Education

Lorain County Joint Vocational School District
Lorain County

15181 State Route 58

Oberlin, Ohio 44074

We have audited the accompanying general purpose financial statements of the Lorain County Joint
Vocational School District (the District) as of and for the year ended June 30, 2001, as listed in the
Table of Contents. These general purpose financial statements are the responsibility of the District's
management. Our responstbility is to express an opinion on these general purpose financial statements
based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States
of America and the standards applicable to financial audits contained in 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 general purpose financial
statements are free of material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also includes assessing
the accounting principles used and significant estimates made by management, as well as evaluating
the overall financial statement presentation. We believe that our audit provides a reasonable basis for
our opinion.

In our opinion, the general purpose financial statements referred to above present fairly, in all material
respects, the financial position of the Lorain County Joint Vocational School District, as of June 30,
2001, and the results of its operations and cash flows of its proprietary fund type for the year then
ended in conformity with accounting principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated
November 13 2001, on our consideration of the District's intemal control structure 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.

Our audit was performed for the purpose of forming an opinion on the general purpose financial
statements of the Lorain County Joint Vocational School District taken as a whole. The accompanying
Schedule of Expenditures of Federal Awards is presented for purposes of additional analysis as
required by U.S. Office of Management and Budget Circular A-133, Audits of States, Local
Governments, and Non-Profit Organizations, and is not a required part of the general purpose financial
statements. Such information has been subjected to the auditing procedures applied in the audit of the
general purpose financial statements and, in our opinion, is fairly stated, in all material respects, in
relation to the general purpose financial statements taken as a whole.

Blawsaer + Haglor LLP

Canton, Ohio
November 13, 2001

A
!N\TERN:TIONXL Cleveland Beachwood Canton Columbus Elyria



ASSETSAND OTHER DEBITS
Assets:
Cash and Cash Equivalents
Receivables:
Taxes
Accounts
Accrued Interest
I nter governmental
Interfund
Inventory
Restricted Assets:
Cash and Cash Equivalents
Fixed Assets
Other Debits:

Amount To Be Provided - Capital L eases

Amount To Be Provided - Benefits

Total Assets

Lorain County Joint Vocational School District
Combined Balance Shest
All Fund Types and Account Groups
June 30, 2001
(With Comparative Totals at June 30, 2000)

Governmental Fund Types

LIABILITIES, EQUITY AND OTHER CREDITS

Liabilities:

Accounts and Contracts Payable
Accrued Wages and Benefits
Inter governmental Payable
Compensated Absences Payable
Deferred Revenue

Dueto Students

Capital L eases Payable
Interfund Payable

Total Liabilities

Equity and Other Credits:
Investment in General Fixed Assets
Unreserved Retained Earnings
Fund Balance (Deficit):
Reserved for Encumbrances
Reserved for Inventory
Reserved for Property Tax Advance
Reserved for Budget Stabilization
Unreserved, Undesignated

Total Fund Equity (Deficit)

Total Liabilities, Equity
and Other Credits

Special Capital

General Revenue Projects
$5,690,366 $83,926 $3,000
8,006,591 0 0
0 0 0
25,423 0 0
0 71,118 0
155,783 0 0
60,357 0 0
0 0 0
0 0 0
0 0 0
0 0 0
$13,938,520 $155,044 $3,000
$163,692 $746 $0
1,254,789 31,783 0
200,632 4,655 0
160,449 0 0
6,634,478 44,118 0
0 0 0
0 0 0
0 155,783 0
8,414,040 237,085 0
0 0 0
0 0 0
367,427 4,185 720
60,357 0 0
1,389,404 0 0
0 0 0
3,707,292 (86,226) 2,280
5,524,480 (82,041) 3,000
$13,938,520 $155,044 $3,000

The accompanying notes are an integral part of these financial statements.



Proprietary Fiduciary
Fund Type Fund Types Account Groups
General Totals
Trust and General Fixed Long-Term (Memorandum Only)
Enterprise Agency Assets Debt 2001 2000
$939,287 $23,210 $0 $0 $6,739,789 $5,623,616
0 0 0 0 8,006,591 7,300,857
145,145 0 0 0 145,145 104,227
0 0 0 0 25,423 89,960
15,833 0 0 0 86,951 115,476
0 0 0 0 155,783 347,479
55,396 0 0 0 115,753 104,630
0 0 0 0 0 275,589
0 0 25,860,807 0 25,860,807 24,166,109
0 0 0 55,983 55,983 84,183
0 0 0 986,262 986,262 1,110,064
$1,155,661 $23,210 $25,860,807 $1,042,245 $42,178,487 $39,322,190
$26,716 $0 $0 $0 $191,154 $270,880
134,999 0 0 0 1,421,571 1,271,695
26,872 0 0 0 232,159 229,388
112,725 0 0 986,262 1,259,436 1,212,348
0 0 0 0 6,678,596 5,965,064
0 20,547 0 0 20,547 28,528
0 0 0 55,983 55,983 84,183
0 0 0 0 155,783 347,479
301,312 20,547 0 1,042,245 10,015,229 9,409,565
0 0 25,860,807 0 25,860,807 24,166,109
854,349 0 0 0 854,349 1,126,676
0 0 0 0 372,332 987,748
0 0 0 0 60,357 48,639
0 0 0 0 1,389,404 1,367,030
0 0 0 0 0 275,589
0 2,663 0 0 3,626,009 1,940,834
854,349 2,663 25,860,807 0 32,163,258 29,912,625
$1,155,661 $23,210 $25,860,807 $1,042,245 $42,178,487 $39,322,190




Lorain County Joint Vocational School District
Combined Statement of Revenues, Expenditures
and Changes in Fund Balances

All Governmental Fund Types and Expendable Trust Fund

Revenues:
Taxes
Earnings on Investments
Classroom Materials and Fees
Intergover nmental
Other

Total Revenues

Expenditures:
Current:
Instruction:
Regular
Vocational
Adult Education
Support Services:
Pupil Services
Instructional Staff
Board and Administration
Fiscal and Business
Plant Operation and Maintenance
Pupil Transportation
Central
Non-Instructional Services
Extracurricular
Capital Outlay

Total Expenditures

Excess Revenues Over
(Under) Expenditures

Other Financing Sour ces (Uses):
Operating Transfersin
Operating Transfers Out
Other Uses

Total Other Financing Sour ces (Uses)
Excess of Revenues and Other
Financing Sour ces Over (Under)

Expenditures and Other Financing Uses

Fund Balances
Beginning of Year

Increase (Decrease) in Inventory

Fund Balances (Deficit)
End of Year

The accompanying notes are an integral part of these financial stajements.

For the Fiscal Year Ended June 30, 2001
(With Comparative Totals at June 30, 2000)

Fiduciary
Governmental Fund Types Fund Type
Totals

Special Captial  Expendable (Memorandum Only)

General Revenue Proj ects Trust 2001 2000
$7,798,032 $0 $0 $0 $7,798,032 $7,498,793
449,479 0 0 0 449,479 315,380
19,435 0 0 0 19,435 22,602
5,539,089 920,671 9,500 0 6,469,260 6,224,572
95,630 6,000 0 385 102,015 22,746
13,901,665 926,671 9,500 385 14,838,221 14,084,093
927,441 0 0 0 927,441 848,000
6,311,802 346,419 0 0 6,658,221 6,266,691
0 152,690 0 0 152,690 160,135
629,887 274,651 0 0 904,538 602,827
642,429 85,733 6,500 0 734,662 683,810
799,494 23,752 0 0 823,246 772,008
529,760 16,653 0 100 546,513 463,062
1,979,851 0 0 0 1,979,851 1,505,314
27,632 0 0 0 27,632 17,049
87,386 140,048 0 0 227,434 316,323
11,624 0 0 0 11,624 22,068
106,771 0 0 0 106,771 122,160
846,054 0 0 0 846,054 165,270
12,900,131 1,039,946 6,500 100 13,946,677 11,944,717
1,001,534 (113,275) 3,000 285 891,544 2,139,376
101,520 15,504 0 0 117,024 122,346
(140,504) (1,520) 0 0 (142,024) (147,346)
(50,000) 0 0 0 (50,000) (50,000)
(88,984) 13,984 0 0 (75,000) (75,000)
912,550 (99,291) 3,000 285 816,544 2,064,376
4,600,212 17,250 0 2,378 4,619,840 2,568,776
11,718 0 0 0 11,718 (13,312)
$5,524,480 ($82,041) $3,000 $2,663 $5,448,102 $4,619,840




Changes in Fund Balance - Budget and Actual (Non-GAAP Basis)

Lorain County Joint Vocational School District
Combined Statement of Revenues, Expenditures and

All Governmental Fund Types
General Fund
For the Fiscal Y ear Ended June 30, 2001

Actual
Revised Plus
Budget Actual Encumbrances Encumbrances Variance
Revenues
Taxes $7,752,007 $7,775,658 $7,775,658 $23,651
Earnings on Investments 494 570 500,070 500,070 5,500
Intergovernmental 5,531,500 5,539,089 5,539,089 7,589
Classroom Materials and Fees 15,455 19,435 19,435 3,980
Other 96,883 97,933 97,933 1,050
Total Revenues $13,890,415 $13,932,185 13,932,185 41,770
Expenditures
Current:
Instruction:
Regular 2,010,266 902,582 $207,111 1,109,693 900,573
Vocational 7,000,000 6,197,572 0 6,197,572 802,428
Supporting Services:
Pupil Services 604,618 594,618 4,200 598,818 5,800
Instructional Staff 644,114 634,114 2,500 636,614 7,500
Board and Administration 842,193 802,193 36,070 838,263 3,930
Fiscal and Business 581,988 531,988 40,000 571,988 10,000
Plant Operation and Maintenance 2,014,352 1,984,352 25,008 2,009,360 4,992
Pupil Transportation 38,402 28,402 9,503 37,905 497
Centra 109,059 89,059 11,225 100,284 8,775
Non-Instructional Services 21,624 11,624 1,828 13,452 8,172
Extracurricular 127,424 117,424 500 117,924 9,500
Capital Outlay 973,704 773,704 196,174 969,878 3,826
Total Expenditures 14,967,744 12,667,632 $534,119 13,201,751 1,765,993
Excess of Revenues Over
(Under) Expenditures (1,077,329) 1,264,553 (534,119) 730,434 1,807,763
Other Financing Sour ces (Uses)
Advances In 298,980 298,980 0 298,980 0
Advances Out (107,284) (107,284) 0 (107,284) 0
Transfer In 101,520 101,520 0 101,520 0
Transfers Out (140,504) (140,504) 0 (140,504) 0
Other Uses (50,000) (50,000) 0 (50,000) 0
Total Other Financing Sources 102,712 102,712 0 102,712 0
Excess of Revenues and Other
Financing Sources Over (Under)
Expenditures and Other Financing Uses (974,617) 1,367,265 ($534,119) $833,146 $1,807,763
Fund Balance Beginning of Year 4,323,101 4,323,101
Fund Balance End of Year $3,348,484 $5,690,366

The accompanying notes are an integral part of these financial statements.



Lorain County Joint Vocational School District
Combined Statement of Revenues, Expenditures and
Changes in Fund Balances - Budget and Actua (Non-GAAP Basis)
All Governmental Fund Types
Fecial Revenue Funds
For the Fiscal Y ear Ended June 30, 2001

Actual
Revised Plus
Budget Actual Encumbrances  Encumbrances Variance
Revenues
Intergovernmental $1,252,167 $1,014,147 $1,014,147 (%$238,020)
Other 6,000 6,000 6,000 0
Total Revenues 1,258,167 1,020,147 1,020,147 (238,020)
Expenditures
Current:
Ingtruction:
Vocetiona 618,611 355,764 $2,901 358,665 259,946
Adult Education 168,758 164,258 1,008 165,266 3,492
Supporting Services:
Pupil Services 263,497 262,497 507 263,004 493
Instructional Staff 98,498 91,498 0 91,498 7,000
Board and Administration 38,864 38,864 0 38,864 0
Fiscal and Business 17,252 16,653 0 16,653 599
Central 140,648 140,048 515 140,563 85
Total Expenditures 1,346,128 1,069,582 4,931 1,074,513 271,615
Excess of Revenues
(Under) Expenditures (87,961) (49,435) (4,931) (54,366) 33,595
Other Financing Sour ces (Uses)
AdvancesIn 107,284 107,284 0 107,284 0
Advances Out (298,980) (298,980) 0 (298,980) 0
TransfersIn 15,504 15,504 0 15,504 0
Transfers Out (1,520) (1,520) 0 (1,520) 0
Total Other Financing (Uses) (177,712) (177,712) 0 (177,712) 0
Excess of Revenues and Other
Financing Sources Over (Under)
Expenditures and Other Financing Uses (265,673) (227,147) ($4,931) ($232,078) $33,595
Fund Baances Beginning of Year 311,073 311,073
Fund Balances End of Year $45,400 $83,926

The accompanying notes are an integral part of thesefinancial statements.



Revenues
Intergovernmental

Total Revenues
Expenditures
Current:
Supporting Services:
Instructional Staff
Total Expenditures

Excess of Revenues Over
(Under) Expenditures

Fund Balances Beginning of Year

Fund Balances End of Year

Lorain County Joint Vocational School District
Combined Statement of Revenues, Expenditures and

Changes in Fund Balances - Budget and Actua (Non-GAAP Basis)
All Governmental Fund Types
Capital Projects Funds
For the Fiscal Y ear Ended June 30, 2001

Actual
Revised Plus
Budget Actual Encumbrances Encumbrances Variance
$9,500 $9,500 $9,500 $0
$9,500 $9,500 9,500 0
7,500 6,500 $720 7,220 280
7,500 6,500 $720 7,220 280
2,000 3,000 ($720) $2,280 $280
0 0
$2,000 $3,000

The accompanying notes are an integral part of these financial statements.



Lorain County Joint Vocational School District
Combined Statement of Revenues, Expenses
and Changesin Retained Earnings

Proprietary Fund Type

For the Y ear Ended June 30, 2001
(With Comparative Totals at June 30, 2000)

Operating Revenues:
Sales
Classroom Materialsand Fees

Total Operating Revenues

Operating Expenses:
Salariesand Wages

Employees Retirement and Insurance

Purchased Services
Suppliesand Materials

Total Operating Expenses

Operating (L 0ss)

Non-Oper ating Revenues:
I ntergover nmental

Total Non-Operating Revenues
Income Before Operating Transfers

Operating Transfers
Operating Transfersin

Total Operating Transfers
Net Income
Retained Earnings Beginning of Year

Retained Earnings End of Y ear

Enterprise Funds

2001 2000
$355,261 $492,822
1,027,914 1,264,641
1,383,175 1,757,463
1,081,796 988,606

294,108 230,177
313,331 253,533
471,124 573,337
2,160,359 2,045,653
(777,184) (288,190)
479,857 433,866
479,857 433,866
(297,327) 145,676
25,000 25,000
25,000 25,000
(272,327) 170,676
1,126,676 956,000
$854,349 $1,126,676

Theaccompanying notesare an integral part of thesefinancial statements.



Lorain County Joint Vocational School District
Combined Statement of Cash Flows
Proprietary Fund Type
For the Y ear Ended June 30, 2001
(With Comparative Totals at June 30, 2000)

Enterprise Funds

2001 2000
Cash Flows From Operating Activities:.
Operating (L 0ss) ($777,184) ($288,190)
Adjustments To Reconcile Net
(Loss) ToNet Cash Used in
Operating Activities:
(Increase) Decrease | n Assets:
Accounts Receivable (43,221) 35,143
I ntergover nmental Receivable (15,833) 115,609
Inventories (595) 35,967
Increase (Decrease) In Liabilities:
Accounts and Contacts Payable 8,794 (7,372)
Accrued Wages and Benefits Payable (19,074) 38,429
Intergovernmental Payable 26,872 0
Compensated Absences Payable 24,199 0
Deferred Revenue 0 (32,014)
Total Adjustments (18,858) 185,762
Net Cash Used In
Operating Activities (796,042) (102,428)
Cash Flows From Non-Capital
Financing Activities:
Transfersin 25,000 25,000
I nter gover nmental Revenue 479,857 433,866
Net Cash Provided by
Non-Capital Financing Activities 504,857 458,866
Net I ncrease (decrease) in Cash
and Cash Equivalents (291,185) 356,438
Cash and Cash Equivalents,
Beginning of Y ear 1,230,472 874,034
Cash and Cash Equivalents,
End of Year $939,287 $1,230,472

Theaccompanying notesare an integral part of thesefinancial statements.



Lorain County Joint Vocational School District
Notesto General Purpose Financial Statements
Year Ended June 30, 2001

Note 1. Nature of Basic Operationsand Description of Entity

Reporting Entity: The Lorain County Joint Vocational School Didtrict (the Didrict) isaschool district
corporation governed by an elected Board of Education. Asrequired by accounting principles generdly
accepted in the United States of America, these financid statements present al funds and account
groups of the primary government. The primary government consists of al funds, departments, boards,
organizations, and agencies that are not legally separate for financid reporting purposes.

Component units are legdly separate organizations for which the Didtrict is financidly accountable. The
Didrict isfinancidly accountable for an organization if the Didrict gppoints a voting mgority of the
organization's governing board and (1) the Didtrict is able to sgnificantly influence the programs or
sarvices performed or provided by the organization: or (2) the Didrict islegaly entitled to or can
otherwise access the organization's resources, the Didtrict is legdly obligated or has otherwise assumed
the responghility to finance the deficits of, or provide financia support to, the organization; or the
Didtrict is obligated for the debt of the organization. Component units may aso include organizations that
arefiscaly dependent on the Didtrict in that the Digtrict gpproves the budget, the issuance of debt or the
levying of taxes. Based on the foregoing criteria, the Digtrict has no component units.

The Didrict isinvolved with Lake Erie Educationd Computer Association (LEECA) and Lake Erie
Regiond Council (LERC), which are defined asjointly governed organizations. Additiona information
concerning the jointly governed organizetionsis presented in Note 6.

Management believes the generd purpose financid statementsincluded in the report represent dl of the
funds of the Digtrict over which the Didtrict has the ability to exercise direct operation control.

Note 2: Summary of Significant Accounting Policies
A. Measurement Focus, Basis of Accounting and Basis of Presentation:

The accounts of the Didtrict are organized and operated on the basis of funds and account groups. A
fund is an independent fisca and accounting entity with a self-baancing set of accounts. Fund
accounting segregates funds according to their intended purpose and is used to aid management in
demondirating compliance with finance-related legal and contractud provisons. The minimum number
of funds are maintained congstent with legal and managerid requirements. Account groups are a
reporting device to account for certain assets and liabilities of the governmenta funds not recorded
directly in those funds.
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Lorain County Joint Vocational School District
Notesto General Purpose Financial Statements
Year Ended June 30, 2001

Note 2: Summary of Significant Accounting Policies - continued

All funds, other than trust and agency funds, are required to be budgeted and appropriated. The
primary leve of budgetary contral is at the fund level. Budgetary modifications may only be made by
resolution of the Board of Education. Budgetary statements are not presented for proprietary, trust, and

agency funds.
The Didrict has the following fund types and account groups.

Governmentd funds are used to account for the Didtrict's general government activities. Governmenta
fund types use the flow of current financia resources measurement focus and the modified accrud basis
of accounting. Under the modified accrud basis of accounting, revenues are recognized when
susceptible to accrud (i.e., when they are "measurable and available”). "Measurable'" means the amount
of the transaction can be determined and "available’ means collectible within the current period or soon
enough theregfter to pay liabilities of the current period. The government considers al revenues
avalableif they are collected within 60 days after year end. Expenditures are recorded when the
related fund ligbility isincurred, except for unmatured interest on generd long-term delbat, if any, whichis
recognized when due, and certain

expenditures are recognized in the accounting period in which the fund liahility isincurred, if messurable,
snce the measurement focus of governmenta fundsis on decreasesin financid resources. Principd and
interest on genera long-term debt are recorded as fund liabilities when due or when amounts have been
accumulated in the debt service funds for payment to be made early in the following year.

Compensated absences are reported as a fund ligbility when payment will require use of current
avallable financid resources. Allocations of costs, such as depreciation and amortization, are not
recognized in the governmentd funds. Governmental funds include the following fund types:

The genera fund is the Didtrict's operating fund. 1t accounts for al financia resources of the generd
government, except those required to be accounted for in another fund.

The specid revenue funds account for revenue sources thet are legdly restricted to expenditure for
specific purposes (not including expendable trusts or mgor capita projects).

The capital projects funds account for the acquisition of fixed assets or congtruction of mgjor capital
projects not being financed by proprietary funds.

Proprietary funds are accounted for on the flow of economic resources measurement focus and use the

accrud basis of accounting. Under this method, revenues are recorded when earned and expenses are
recorded at the time liabilities are incurred. The Didrict gpplies dl gpplicable

11



Lorain County Joint Vocational School District
Notesto General Purpose Financial Statements
Year Ended June 30, 2001

Note 2: Summary of Significant Accounting Policies - continued

Financiad Accounting Standards Board (FASB) pronouncements issued on or before November 30,
1989, to its proprietary activities provided they do not conflict with or contradict GASB
pronouncements.

The enterprise funds are the Didtrict’ s only proprietary funds.

The enterprise funds are used to account for operations that are financed and operated in a manner
gmilar to private business enterprises where the intent of the governing body is that the cogts, including
depreciation where applicable, of providing goods or services to the generd public on a continuing bas's
be financed or recovered primarily through user charges; or where the governing body has decided that
periodic determination of revenues earned, expenses incurred, and net income is gppropriate for capital
maintenance, public policy, management control, accountability or other purposes.

Fdudary funds account for assets held by the Didtrict in atrustee capacity or as an agent on behdf of
others. Trust funds account for assets held by the Didirict under the terms of aformd trust agreement.
Fiduciary fund types are asfollows:

The expendable trust fund is accounted for in essentidly the same manner as the governmenta fund
types, using the same measurement focus and basis of accounting, where both principa and interest may
be expended.

The agency funds are custodid in nature and do not present results of operations or have a
measurement focus. Agency funds are accounted for using the modified accrud basis of accounting.
These funds are used to account for assets that the Didtrict holds for othersin an agency capacity.

Account graups The generd fixed assets account group is used to account for fixed assets not
accounted for in the proprietary fund. The genera long-term debt account group is used to account for
generd long-term debt and certain other liabilities that are not pecific liabilities of the proprietary fund.
B. Cash and Cash Equivalents:

Cash received by the Didtrict is pooled. Moniesfor dl funds, including proprietary funds, are
maintained in thispool. Individud fund integrity is maintained through the Didtrict’ s records.

12



Lorain County Joint Vocational School District
Notesto General Purpose Financial Statements
Year Ended June 30, 2001

Note 2: Summary of Significant Accounting Policies - continued

Each fund'sinterest in the poal is presented as “cash and cash equivaents’ on the combined balance
shest.

During fiscd year 2001, invesments were limited to Certificates of Deposit, STAROhio, and money
market account. Following Ohio statutes, the Board of Education has, by resolution, specified the funds
to recelve an dlocation of interest earning. Interest revenue credited to the generd fund during fisca
year 2001 amounted to $500,070, which includes $45,008 assigned from other District funds.

Investments are reported at fair value, which is based on quoted market prices. Nonparticipating
investment contracts such as repurchase agreements and nonnegotiable certificates of deposit are
reported at cost.

The Didrict has invested fundsin the State Treasury Asset Reserve of Ohio (STAROIO) during fisca
year 2001. STARONhio isan investment pool managed by the State Treasurer’ s Office which dlows
governments within the State to pool their funds for investment purposes. STAROIO is not registered
with the SEC as an investment company, but does operate in a manner congstent with Rule 2a7 of the
Investment Company Act of 1940. Investmentsin STAROhio are valued at STAROhIO's share price
which isthe price the invesment could be sold for on June 30, 2001.

For purposes of the combined statement of cash flows and for presentation of the combined baance
shedt, investments of the cash management pool and investments with origina maturities of three months
or less a the time they are purchased by the Didtrict are considered to be cash and cash equivaents.
Invesments with an initid maturity of more than three months are reported as investments.

C. Restricted Assets:

Restricted assetsin the general fund represent cash and cash equivaents set asde to establish a budget
stabilization reserve, textbook/ingtruction materias reserve, and capitad maintenance reserve. These
reserves are required by State statute. The capital maintenance reserve and textbook/instruction
materias reserve can only be used for capitd outlay expenditure and ingtructional materias and
equipment, respectively. During fiscal year 2001, the Didtrict diminated the budget stabilization reserve
and related regtricted cash account as alowed by Senate Bill No. 345.
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Lorain County Joint Vocational School District
Notesto General Purpose Financial Statements
Year Ended June 30, 2001

Note 2: Summary of Significant Accounting Policies - continued
D. Receivables:

Receaivables are reflected at their gross vaue reduced by the estimated amount that is expected to be
uncollectible.

E. Estimates:

The preparation of the financia statements in conformity with accounting principles generaly accepted in
the United States of America requires management to make estimates and assumptions thet affect the
amounts reported in the financid statements and accompanying notes. Actud results could differ from
those estimates.

F. Interfund Assets and Liabilities:

Interfund receivables and payables arise from interfund transactions and are recorded by al funds
affected in the period in which transactions are executed. Short-term interfund loans are classfied as
“interfund receivables’ and “interfund payables.”

Amounts owed to a particular fund by another fund in the Didtrict for goods or services rendered are
classfied as*“due from other funds’ and “due to other funds.”

G. Inventory:

Inventories of governmenta funds are stated at cost while inventories of proprietary funds are stated at
the lower of cost or market. For dl funds, cost is determined on afirg-in, fird-out basis. Inventory in
governmenta funds conssts of expendable supplies held for consumption. The cost of inventory items
is recorded as an expenditure in the governmenta fund types when purchased. Inventories of
proprietary funds consist of school supplies held for resale and are expensed when used.

H. Fixed Assets and Depreciation
Fixed assets used in governmenta fund types of the Didtrict are recorded in the genera fixed assets
account group at cost or estimated historical cost if purchased or constructed; and are not depreci ated.

Donated fixed assets are recorded at thelir estimated fair vaue at the date of donation. Assatsin the
generd fixed assets account group are not depreciated.
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Notesto General Purpose Financial Statements
Year Ended June 30, 2001

Note 2: Summary of Significant Accounting Policies - continued

Fixed assets which are used in proprietary fund type activities are capitaized in the respective funds.
Fixed assets are valued at historical cost or estimated hitorical cost if actua historical cost is not
available. Donated assets are vaued at estimated fair market value when received, based on historical
information available. Depreciaion is computed usng the straight-line method based on the estimated
life of assets. Edtimated useful lives of the various classes of depreciable assets consst of: equipment —
510 20 years. The capitdization threshold is $500. The Didrict did not have proprietary fixed assets
for the current fisca year.

|. Accrued Liabilitiesand Long-Term Obligations:

In generd, governmenta fund payables and accrued ligbilities are reported as obligations of the funds
regardless of whether they will be liquidated with current resources. However, claims and judgments,
compensated absences, contractualy required pension contributions, and specia termination benefits
that will be paid from governmentd funds are reported as aliability in the genera long-term obligations
account group to the extent that they will not be paid with current available expendable financid
resources. Capital leases are reported as aligbility of the genera long-term obligations account group
until due.

Long-term debt and other obligations financed by proprietary funds are reported asliabilitiesin the
appropriate proprietary funds.

Under Ohio law, adebt service fund may be created and used for the payment of tax and revenue
anticipation notes. Accounting principles generdly accepted in the United States of Americarequires
the reporting of the liability in the funds that recelved the proceeds. To comply with GAAP reporting
requirements, the Didrict’s debt service fund has been split among the gppropriate funds. Debt service
fund resources used to pay both principa and interest have aso been alocated accordingly.

J. Interfund Transactions:
Quasi-externd transactions are accounted for as revenues and expenditures or expenses. Transactions
that condtitute reimbursements to a fund for expenditures/expenses initidly made from it that are

properly applicable to another fund are recorded as expenditures/expenses in the reimbursing fund and
as reductions of expenditures/expensesin the fund that is reimbursed.
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Lorain County Joint Vocational School District
Notesto General Purpose Financial Statements
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Note 2: Summary of Significant Accounting Policies - continued
K. Compensated Absences:

Compensated absences are reported in accordance with Governmental Accounting Standards Board
(GASB) Statement No. 16, "Accounting for Compensated Absences'. Vacation benefits are accrued
asaliability asthe bendfits are earned if the employee's rights to recelve compensation are attributable
to services dready rendered and it is probable that the employer will compensate the employeesfor the
benefits through paid time off or some other means. Sick |eave benefits are accrued as aligbility usng
the termination method. The ligbility is based on an estimate of the amount of accumulated Sck leave
that will probably be paid as a termination benefit.

For governmental funds, vacation and sick leave benefits expected to be paid with expendable available
resources are recorded as fund liabilities. The remainder isreported in the genera long-term debt
account group. In proprietary funds, vacation and sick leave benefits expected to eventualy be paid are
reported as fund ligbilities

The criteriafor determining vacation and sck leave are derived from negotiated agreements and State
laws. Adminigtrators and non-certificated employees earn ten to twenty-five days vacation annudly
depending on length of service. Accumulated unpaid vacation is paid to employees upon termination of
employment. Certificated employees do not earn vacation.

Employees earn sick leave a the rate of one and one-fourth days per month and may accumulate up to
300 days for administrators and 250 days for dl others. Upon retirement, employees receive aportion
of tharr total Sck leave accumulation.

L. Fund Balance Reserves:

The Didtrict records reservations for portions of fund balance which are legally segregated for specific
future use or which do not represent available spendable resources and, therefore, are not available for
gppropriation for expenditures. Unreserved fund balance indicates that portion of fund equity which is
avallable for appropriation in future periods. Fund equity reserves are established for encumbrances,
inventory, property taxes and budget stabilization. The reserve for property taxes represents accrued
tax revenue not available for appropriation according to Ohio law.
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Note 2. Summary of Significant Accounting Policies - continued

The Didtrict is required by state law to set aside certain generd fund revenue amounts, as defined, into
various reserves. During the fiscal year ended June 30, 2001, the reserve activity was as follows:

Capital Budget

Textbook Maintenance  Stabilization

Reserve Reserve Reserve Total
Baance, 7/1/2000 $ 0 $ 0 $ 169,589 $ 169,589
Required Set-Asde 125,692 125,692 0 251,384
Offsat Credits 0 0 0 0
Quadlifying Expenditures (125,692) (125,692) 0 (251,384)
Senate Bill No. 345 0 0 (169,589) (169,589)
Balance, 6/30/2001 $_— 0 $— 0 $_— 0 $_— 0

Expenditures for capita activity during the year were $557,599, which exceeded the required set-aside
and the reserve balance. Senate Bill No. 345 diminated the requirement for the Didrict to maintain a
budget stabilization reserve,

M. Intergovernmental Revenues:

For governmentd funds, intergovernmental revenues, such as entitlements and grants awarded on a non-
reimbursement basis, are recorded as receivables and revenues when measurable and available.
Reimbursement type grants are recorded as receivables and revenues when the related expenditures are
incurred. Grants and entitlements for proprietary fund operations are recognized as non-operating
revenues in the accounting period in which they are earned and become measurable.
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Notesto General Purpose Financial Statements
Year Ended June 30, 2001

Note 2: Summary of Significant Accounting Policies - continued
N. Total Columnson General Purpose Financial Statements:

Totd columns on the generd purpose financia statements are captioned “Memorandum Only” because

they do not represent consolidated financid information and are presented only to facilitate financid

andyss. The columns do not present information that reflects financid position, results of operations or

cash flows in accordance with accounting principles generdly accepted in the United States of America
Interfund diminations have not been made in the aggregation of this data.

O. New Accounting Pronouncements:

In December of 1998, Governmental Accounting Standards Board Statement No. 33 (GASBS 33),
Accounting and Financial Reporting for Nonexchange Transactions, and in June of 1999
GASBS 34, Basic Financial Satements-and Management’ s Discussion and Analysis-for Sate
and Local Governments wereissued. GASBS 33 establishes accounting and financid reporting
gandards for nonexchange transactions including financia or capital resources and was adopted by the
Didtrict for the fisca year ended June 30, 2001. GASBS 34 edtablishes financid reporting standards
for sate and local governments and is effective, in three phases based on a government’ s tota annual
revenues, beginning with periods beginning after June 15, 2001 and continuing through periods
beginning after June 15, 2003. Management is currently evauating the overdl presentation required by
GASBS 34 and beieves the effect will be materid.

P. Reclassifications:

Certain amounts in the prior year financid statements have been reclassfied to conform to the current
year presentation.

Note 3: Budgetary Basis of Accounting

The Board of Education is required, by Ohio Revised Code, to adopt an annua budget for al funds
except agency, in accordance with the following:

Tax Budget: A budget of estimated cash receipts and disbursements is adopted prior to January 15 by
the board. A budget of estimated revenue and expendituresis submitted to the county auditor, as
secretary of the County Budget Commission, by January 20 of each year for the ensuing July 1 to

June 30 fiscal yesr.
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Year Ended June 30, 2001

Note 3: Budgetary Basis of Accounting - continued

Edimated Resources: The County Budget Commission certifies its actions to the Digtrict. As part of
this certification, the Didtrict recaives the officia certificate of estimated resources which dates the
projected receipts of each fund. On or about July 1, this certificate is amended to include any
unencumbered balances from the preceding year. Prior to fiscal year end, the Ditrict must reviseits
budget so that the total contemplated expenditures from a fund during the year will not exceed the
amount stated in the certificate of estimated resources. The revised budget then serves as the basis for
the annual appropriation measure. Budget receipts, as shown in the accompanying " Combined
Statement of Revenues, Expenditures and Changesin Fund Balance - Budget and Actud - Alll
Governmental Fund Types', do not include July 1, 2000 unencumbered fund balances. However, those
fund baances are available for appropriations.

The amounts reported in the budgetary statements reflect the find budget figures.

Appropriations: Appropriations may be defined as expenditure authorization and are synornymous with
budget within the Budget and Actud presentations. A temporary appropriation measure to control the
cash disbursements may be passed prior to passage of the annual appropriation measure. An annua
appropriation measure must be passed for the current fiscal year. The appropriation measure may be
amended or supplemented during the year as new information becomes available. Management has
Board of Education approva to amend or supplement gppropriations so long as gppropriations do not
exceed available resources a the fund level. Severd amendments and supplements were enacted
during the fiscal year. The amounts reported in the budgetary statements reflect find amended
appropriations. Appropriations may not exceed estimated resources and expenditures plus
encumbrances may not exceed appropriaions at the fund levd.

L apsing of Appropriation: At the close of each year, the unencumbered balance of each appropriation
reverts to the respective funds from which it was appropriated and becomes subject to future
aoppropriaions. The encumbered appropriation balance is carried forward to the succeeding fiscal year
and need not be reappropriated.

Encumbrances As part of formal budgetary control, purchase orders, contracts and other commitments
for the expenditure of monies are recorded as the equivaent of expenditures on the budgetary basisin
order to reserve that portion of the gpplicable gppropriation and to determine and maintain lega
compliance. The Ohio Revised Code prohibits expenditures plus encumbrances from exceeding
gppropriations. On the accounting principles generaly accepted in the United States of America
(GAAP) basis, encumbrances outstanding at year end for governmentd funds are reported as
reservations of fund balance for subsequent year expenditures.
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Note 3: Budgetary Basis of Accounting — continued

Budgetary Bads of Accounting: While reporting financia position, results of operations, and changesin
fund balances on the GAAP basis, the budgetary basis, as provided by law, is based upon accounting
for transactions on abasis of cash receipts, disbursements, and encumbrances. Accordingly, the
“Combined Statement of Revenues, Expenditures and Changesin Fund

Baances — Budget (NONnGAAP Basis) and Actua — All Governmental Fund Types and Expendable
Trust Funds’ is presented on the budgetary basis to provide a meaningful comparison of actual results
with the budget and to demonstrate compliance with state statute. The mgor differences between the
budget basis and GAAP bass are that:

1) Revenues are recorded when received in cash (budget basis) as opposed to when susceptible
to accrud (GAAP Basis).

2) Expenditures are recorded when paid in cash (budget basis) rather than when the liability is
incurred (GAAP basis).

3) Encumbrances are treated as expenditures for al funds (budget basis) rather than areservation
of fund balance for governmentd funds.

Adjustments necessary to convert the results of operations at the end of the year on the budget basis to
the GAAP basis are asfollows:

Excess of Revenues and Other Financing Sour ces
Over (Under) Expenditures and Other Financing Uses
Governmental Fund Types

Special Capital
General Revenue______ Projects

GAAPBass $912550 $ (99,291) $3,000
Net Adjustments for Revenue Accruals 329,500 200,760 0
Net Adjustments for Expenditure Accruals 125,215 (328,616) 0
Net Adjustments for Encumbrances (534,119 _(4931) _(720)
Budget Basis $833.146 $(232.078) $2.280
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Note 4: Accountability and Compliance
A. Fund Deficit:

At June 30, 2001, the specid revenue fund type had a deficit fund balance of $82,041. The deficit was
caused by the application of accounting procedures generdly accepted in the United States of America.
The generd fund provides transfers to cover deficit balances; however, thisis done when cash is
needed rather than when accruals occur.

Note5: Depositsand Investments

Legal Requirements: Depodts and investments are restricted by provisions of the Ohio Revised
Code. Statutes require the classfication of monies held by the Didrict into three categories.

Active depodits are public deposits necessary to meet current demands on the treasury. Such monies
must be maintained elther as cash in the treasury, in commercid accounts payable or withdrawable on
demand, including negotiable order of withdrawa (NOW) accounts, or in money market deposit
accounts.

Inactive depodits are public deposits that are not required for use within the current two year period of
designation of depositories. Inactive deposits must either be evidenced by certificates of deposit
maturing not later than the end of the current period of designation of depositories, or by savings or
deposit accounts including, but not limited to, passbook accounts.

Interim depogits are depodits of interim monies. Interim monies are those monies which are not needed
for immediate use but which will be needed before the end of the current period of designation of
depositories. Interim deposits must be evidenced by time certificates of depost maturing not more than
one year from the date of deposit or by savings or deposit accounts including passbook accounts.

Inactive monies are permitted to be deposited or invested in the following securities:
1. United States treasury notes, hills, bonds, or any other obligation or security issued

by the United States treasury or any other obligation guaranteed asto principal or
interest by the United States;
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Note5: Depositsand I nvestments - continued

2. Bonds, notes, debentures, or any other obligations or securities issued by any federa
government agency or insrumentdity, including but not limited to, the Federd
National Mortgage Association, Federal Home Loan Bank, Federal Farm Credit
Bank, Federal Home Loan Mortgage Corporation, Government Nationa Mortgage
Association, and Student Loan Marketing Association. All federa agency securities
shdl be direct issuance's of federal government agencies or insrumentdity's;

3. Written repurchase agreements in the securities listed above provided that the market
vaue of the securities subject to the repurchase agreement must exceed the principa
vaue of the agreement by at least two percent and be marked to market daily, and
that the term of the agreement must not exceed thirty days,

4. Bondsand other obligations of the State of Ohio;

5. No-load money market mutud funds conssting exclusively of obligations described in
divison (1) or (2) of this section and repurchase agreements secured by such
obligations, provided that investments in securities described in this divison are made
only through digible inditutions; and

6. The State Treasurer's investment pool (STAR Ohio).

The Didrict may dso invest any monies not required to be used for aperiod of Sx months or morein
the following:

1. Bondsof the State of Ohio;

2. Bondsof any municipa corporation, village, county, township, or other political subdivison of
this State, as to which there is no default of principa, interest or coupons.

3. Obligations of the Didtrict.

Investments in stripped principa or interest obligations, reverse repurchase agreements and derivatives
are prohibited. The issuance of taxable notes for the purpose of arbitrage, the use of leverage and short
sling are dso prohibited. An investment must mature within five years from the date of purchase unless
matched to a specific obligation or debt of the Didtrict and must be purchased with the expectation that
it will be held to maturity.

22



Lorain County Joint Vocational School District
Notesto General Purpose Financial Statements
Year Ended June 30, 2001

Note5: Depositsand I nvestments - continued

Protection of the Digtrict's depositsis provided by the Federal Deposit Insurance Corporation, by
eligible securities pledged by the financid ingtitution as security for repayment, by surety company bonds
deposited with the treasurer by the financid inditution or by a single collateral pool established by the
financid indtitution to secure the repayment of al public monies deposited within the inditution.

Investments may only be made through specified deders and indtitutions. Payment for investments may
be made only upon ddlivery of the securities representing the investments to the treasurer or qudified
trustee or, if the securities are not represented by a certificate, upon receipt of confirmation of transfer
from the custodian.

Deposits: At year end, the carrying amount of the Digtrict's deposits was $(274,763) and the bank
balance was $104,781. Of the bank balance, $100,000 was covered by federal depository insurance
and $4,781 was uncollateraized or collateraized with securities held by the pledging

financid inditution, or its trust department or agent but not in the Didtrict's name.

Investments: The Didrict'sinvestments are categorized below to give an indication of the leve of risk
assumed by the Didrict at year end. Category 1 includes investments that are insured or registered or
for which the securities are held by the Didtrict. Category 2 includes uninsured and unregistered
investments for which securities are held by the financid ingtitution's trust department or agent in the
Didrict's name. Category 3 includes uninsured and unregistered investments for which securities are
held by the financid inditution by itstrust department but not in the Didrict's name. The carrying vaue
of deposits and investments are presented in the combined baance sheet as equity in pooled cash and
cash equivalents. STAROhio and the money market account are unclassified investments. They are not
evidenced by securitiesthat exist in physical or book entry form.

Category  Carrying Fair
2 Value Value
Provident Bank — Certificates of Deposit $3080,018 $3080,018 $3,080,018
First Merit — Certificates of Deposit 1,360,000 1,360,000 1,360,000
Money Market Account 6,680 6,680
STAR Ohio 2,967,844 2567854
TOTAL INVESTMENTS $4.440018 $7.014552 $7.014552
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Note 6: Jointly Governed Organizations

A L ake Erie Educi ation (| EECA.

The Lake Erie Educational Computer Association (LEECA) isajointly governed organizetion
comprised of thirty school digtricts. Thejointly governed organization was formed for the purpose of
applying modern technology with the aid of computers and other eectronic equipment to administrative
and ingructiond functions for member didtricts. Each of the governments of these schools supports
LEECA based upon a per pupil charge dependent upon the software package utilized. The LEECA
assembly consists of a superintendent or designated

representative from each participating school district and a representative from the fiscal agent. LEECA
is governed by aboard of directors chosen from the generd membership of the LEECA assembly. The
board of directors conssts of a representative from the fiscal agent, the chairman of each operating
committee, and at least one assembly member from each county from which participating school
digricts are located. Financia information can be obtained by contacting the Treasurer at the
Educationd Service Center of Lorain County which serves asfisca agent a 1885 Lake Avenue, Elyria,
Ohio. During fisca year 2001, the Digtrict contributed $6,767 for services provided by LEECA.

B. Lake Frie Regiond Coundl (L ERC)

The Lake Erie Regiond Council (LERC) isajointly governed organization comprised of thirteen school
digricts. Thejointly governed organization was formed for the purpose of promoting cooperative
agreements and activities among its members in deding with problems of mutua

concern such as a media center, gas consumption, driver education, food service and insurance. Each
member provides operating resources to LERC on a per pupil or actual usage charge except for
insurance.

The LERC's shared risk pool premiums are billed to each participating school district based on
actuaridly determined rates. Should contributions prove to be insufficient to pay program costs of the
insurance program for any fiscal year, each participating member is natified of the deficiency and billed
for its share of the additional cost.

The LERC assembly congsts of a superintendent or designated representative from each participating
school digtrict and the fisca agent. LERC is governed by aboard of directors chosen from the generd
membership. The degree of control exercised by any participating school didrict is limited to its
representation on the Board. Financid information can be obtained by contacting the Treasurer at the
Educationa Service Center of Lorain County at 1885
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Note 6: Jointly Governed Organizations - continued

Lake Avenue, Elyria, Ohio. During fiscd year 2001, the District contributed $685,012 for services
provided by LERC.

Note 7: Interfund Receivables and Payables

Individud fund interfund receivable and payable baances as of June 30, 2001 are asfollows:

Interfund Interfund
Receivables Payables
Generd Fund $ 155,783 $ 0
Specid Revenue Funds:
Ad Full Service 0 3,000
Career Education 0 19,700
Applied Academic's Grant 0 37,500
Title 11l Eisenhower Fund 0 249
Vocational Education Grant 0 94,554
Title VI 0 780
TOTAL $155.783 $ 155,783

Note 8: Fixed Assets

A summary of changesin generd fixed asstsis asfollows:

Balance Balance

2001
Land $ 138000 $ 0 3 0 $ 138,000
Building and Improvemerts 15,215,633 950,919 0 16,166,552
Furniture, Fixtures and Equipment 8,149,243 1,011,952 (301,364) 8,859,831
Vehicles 397,505 42,391 (9,200) 430,696
Textbooks and Library Books 265728 0 0 265728

TOTAL $24.166.100 $2.005262 $(310.564) $25860807

There was no significant congtruction in progress at fisca year ended June 30, 2001.
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Note 9: Leases

Capital Leases. The Didrict leases printing systems and a photocopier. The lease agreements qudify
as capita leases for accounting purposes and, therefore, have been recorded at the present values of the
future minimum lease payments as of the inception dates in the Generd Fixed Assets Account Group
and the Genera Long-Term Debt Account Group.

The future minimum lease obligations and the net present vaue of these minimum lease payments as of
June 30, 2001, were as follows:

Y ear General
Ending Long-Term
June 30, _ Debt
2002 $ 32,854
2003 24,100
2004 4,345
2005 _ 1448
Tota minimum lease payments 62,747
Less amount representing interest _(6764)
Present value of minimum lease payments $ 55983

There were no sgnificant operating leases at fiscd year ended June 30, 2001.
Note 10: Long-Term Obligations

Changesin generd long-term obligations are asfollows:

Balance at Balance at
Capital Leases $ 84183 $ 0 $ (28200 $ 55983

Compensated Absences 1,110,064 0 (123.802) _ 986,262
TOTAL $1.194247 $—0 $(152,002) $.1.042.245
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Note 11: Property Taxes

Property taxes include amounts levied annudly, on dl red and public utility property and business
tangible persond property which islocated within the Didtrict. The Lorain County Auditor is
responsible for ng and remitting these property taxes to the Digtrict. The Lorain County
Treasurer isresponsble for collecting property taxes.

Real property taxes collected were based on assessed vaue equd to thirty-five percent (35%) of
gppraised vaue. The Lorain County Auditor regppraises red property every six yearswith atriennia
update, the last update was completed for 1998. Redl property taxes are levied on assessed vauations
as of December 31, which isthelien date. Red property taxes, billed one year in arrears, are payable
annudly or semi-annudly. Thefirg payment is due January 20, and the remainder is payable by June
20.

Tangible persona property taxes collected were based on assessed val ues that represent varying
percentages of cost. Tangible persond property taxes are levied on January 1, which isthe lien date, of
the current year and are due by April 30.

Public utility red and tangible personal property taxes collected in one calendar year are levied in the
preceding caendar year on assessed va ues determined as of December 31 of the second year
preceding the tax collection year, the lien date. Certain public utility tangible personal property currently
is assessed at 88 percent (88%) of itstrue value. Public utility property taxes are payable on the same
dates as real property taxes described previoudy.

The Didtrict receives property taxes from Lorain County. The County Auditor periodicaly advancesto
the Didtrict its portion of the taxes collected. Second-half real property tax payments collected by the
county by June 30, 2001, are available to finance fiscal year 2001 operations. The amount available to
be advanced can vary based on the date the tax bills are sent.

Accrued property taxes receivable represent delinquent taxes outstanding and red property, persona
property and public utility taxes which became measurable as of June 30, 2001. Although tota
property tax collections for the next fiscd year are measurable, only the amount available as an advance
at June 30 isintended to finance current year operations. The receivable istherefore offset by a credit
to deferred revenue for that portion not intended to finance current year operations. The amount
available as an advance at June 30, 2001, was $1,389,404 and is recognized as revenue.

Since Lorain County assesses and levies property taxes on a caendar basis, the Didtrict receives
property taxes from two (2) taxing years during the Didtrict's fiscd year.
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The assessed vaues of rea and tangible persond property, upon which property tax receipts for the
Fisca Year Ended June 30, 2001 were based, are asfollows:

Assessed VValues

Second Half First Half
2000 2001
Red Property:
Resdentia/Agricultura $2,497,278,790  $2,979,755,780
Commercid/Indugtrid 575,687,380 648,795,650
Public Utilities 4,184,750 2,415,570
Minerds 95,080 79,100
Tangible Persond Property:
Generd 409,122,760 423,640,660
Public Utilities 293439 580 294,204,960
TOTAL ASSESSED VALUATION $37798082340 $4.348.801 720

Note 12: Defined Benefit Pension Plans
State Teachers Retirement System

A. State Teachers Retirement System of Ohio (STRS Ohio) is a cost-sharing, multiple-employer public
employee retirement system.

B. STRS Ohio isa datewide retirement plan for certified teachers and other faculty members employed
in the public schools of Ohio or any school, college, university, ingtitution or other agency wholly
controlled, managed and supported in whole, or in part, by the state or any politica subdivison thereof.
Any member who has (i) five years of service credit and attained age 60; (ii) 25 years of service credit
and attained age 55; or (iii) 30 years of sarvice credit regardiess of age may retire. The maximum
annua retirement dlowance, payable for life, isthe greater of the “formula benefit” or the “money-
purchase benefit” caculation. Under the “formula benefit,” the retirement alowance is based on years
of credited service and find average salary, which is the average of the member’ s three highest years
sdaies. The annud dlowanceis cdculated by usng a base percentage of 2.1% multiplied by the totd
number of years of service (including Ohio-valued purchased credit) timesthe find average sdary. The
31* year of earned Ohio service credit is calculated at 2.5%. An additional one-tenth of a percent is
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Note 12: Defined Benefit Pension Plans - continued

added to the calculation for every year of earned Ohio service over 31 years (2.6% for 32 years, 2.7%
for 33 years and so on) until 200% of find average sdary is reached.

Legidation passed in April 2000 with a July 1999 effective dete provided an adjustment for retirees
whose benefits have not kept pace with the rate of inflation. The legidation aso changed the formula for
cadculaing the formula benefit. The formula benefit increased to 2.2% from 2.1% per year for dl years
up to 30 years. For memberswith 35 or more years of earned Ohio service, thefirst 30 years will be
calculated at 2.5% instead of 2.2%. For earned Ohio service over 30 years, the formulawill remain as
current law, which provides an escdating formula of 2.5% for the 31t year, 2.6% for the 32nd year,
2.7% for the 33rd year, etc., until 100% of find average sdary is reached.

Under the “money- purchase benefit” caculation, amember’ s lifetime contributions plus interest at
specified rates are matched by an equa amount from other STRS Ohio funds. Thistotd isthen divided
by an actuaridly determined annuity factor to determine the maximum amud retirement alowance.

Eligible faculty of Ohio’s public colleges and universties may choose to enrall in either STRS Ohio or an
dternative retirement plan (ARP) offered by their employer. Full-time faculty with less than five years of
sarvice credit have aone-time option to select an ARP instead of STRS Ohio. Employees hired after
the ARP is established have 90 days from their employment date to sdlect a retirement plan.

A retiree of STRS Ohio or other Ohio public retirement system is dligible for reemployment as ateacher
following the egpse of two months from the date of retirement. Contributions are made by the
reemployed member and employer during the reemployment. Upon termination of reemployment or
age 65, whichever comes later, the retiree is digible for a money-purchase benefit or alump-sum
payment in addition to the origind retirement alowance.

Retirement benefits are annuadly increased by the greater of the amount of the change in the Consumer
Price Index (CP1) or the cumulative CPI increases since retirement, less previous cost-of- living
increases, up to amaximum of 3% of the origind base benefit. The plan offers comprehensive hedth
care benefits to retirees and their dependents. Coverage includes hospitdization, physicians fees,
prescription drugs and partia reimbursement of monthly Medicare premiums,
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Lorain County Joint Vocational School District
Notesto General Purpose Financial Statements
Year Ended June 30, 2001

Note 12: Defined Benefit Pension Plans - continued

A member with five or more years credited service who becomes disabled is entitled to a disability
benefit. Survivor benefits are available to digible spouses and dependents of active members who die
before retirement. A death benefit of $1,000 is payable to the beneficiary of each deceased retired
member. Additional death benefit coverage of $1,000 or $2,000 can be purchased. Various other
benefits are available to members beneficiaries.

Benefits are established by Chapter 3307, Revised Code.

C. Chapter 3307 of the Revised Code provides statutory authority for member and employer
contributions. Contribution rates are established by the State Teachers Retirement Board, upon
recommendations of its consulting actuary, not to exceed statutory maximum rates of 10% for members
and 14% for employers.

D. Contribution requirements and the contributions actualy made for the fiscd year ended June 30,
2000, were 9.3% of covered payroll for members and 14% for employers. The Didgtrict’s contributions
to STRSfor the years ending June 30, 2001, 2000, and 1999 were $1,047,597, $935,872, and
$919,595, respectively. The Digtrict paid the required contribution for fisca years 2001, 2000 and
1999.

E. STRS Ohio issues astand-aone financial report. Copies of STRS Ohio’s 2000 Comprehensive
Annual Financial Report can be requested by writing to STRS Ohio, 275 E. Broad St., Columbus,
OH 43215-3371, or by calling (614) 227-4090.

School Emplayees Retirement System

The Didgtrict contributes to the School Employees Retirement System (SERYS), a cost-sharing multiple-
employer defined benefit pension plan. SERS provides retirement and disability benefits, annua cost-
of-living adjustiments, and death benefits to plan members and beneficiaries. Authority to establish and
amend benefitsis provided by state satute per Chapter 3309 of the Ohio Revised Code. The School
Employees Retirement System issues a publicly available, sand-adone financid report that includes

financia statements and required supplementary information. That report may be obtained by writing to
SERS, 45 N. Fourth Street, Columbus, Ohio 43215 or by caling (614) 222-5853.
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Note 12: Defined Benefit Pension Plans - continued

Plan members are required to contribute 9% of their annual covered sdary and the Didrict is required
to contribute at an actuarialy determined rate. The current rate is 14% of annua covered payroll. The
contribution requirements of plan members and employers are established and may be amended, up to
gatutory maximum amounts, by the SERS Retirement Board. The Didtrict’s contributions to SERS for
the years ending June 30, 2001, 2000, and 1999 were $214,887, $180,005, and $179,670,
respectively. The Digtrict paid the required contribution for fiscal years 2001, 2000 and 1999.

Note 13: Post Employment Benefits

Comprehensive hedth care benefits are provided to retired teachers and their dependents through the
State Teachers Retirement System, and to retired non-certified employees and their dependents through
the School Employees Retirement System.

State Teachers Retirement Sysem (STRS)

A. State Teachers Retirement System of Ohio (STRS Ohio) provides comprehensive hedth care
benefits to retirees and their dependents. Coverage includes hospitaization, physicians' fees,
prescription drugs and partid reimbursement of monthly Medicare premiums.  All benefit recipients and
sponsored dependents are eligible for health care coverage. Pursuant to the Revised Code (R.C.), the
State Teachers Retirement Board (the board) has discretionary authority over how much, if any, of the

hedlth care costs will be absorbed by STRS Ohio. Most benefit recipients pay a portion of the hedlth
care cos in the form of a monthly premium.

B. TheR.C. grants authority to STRS Ohio to provide hedth care coverage to benefit recipients,
spouses and dependents. By Ohio law, the cost of the coverage paid from STRS Ohio funds shall be
included in the employer contribution rate, currently 14% of covered payrall.

C. The Retirement Board alocates employer contributions to the Hedlth Care Reserve Fund from
which hedlth care benefits are paid. For thefisca year ended June 30, 2000, the board all ocated
employer contributions equa to 8% of covered payrall to the Hedlth Care Reserve Fund. The baance
in the Hedlth Care Reserve Fund was $3.419 hillion on June 30, 2000. The Hedth Care Reserve Fund
alocation for the year ended June 30, 2001, and after, will be 4.5% of covered payroll.

D. For the year ended June 30, 2000, net hedlth care costs paid by STRS Ohio were $283,137,000.
There were 99,011 dligible benefit recipients.
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Note 13: Post Employment Benefits - continued

June 30, 2000 is the latest date for which informétion is available.

School Emplayees Retirement Sysem (SERS)

1. The Ohio Revised Code gives SERS the discretionary authority to provide postretirement health
care to retirees and their dependents. Coverage is made available to service retirees with ten or more
years of qudifying service credit, disability and survivor benefit recipients. Membersretiring on or after

August 1, 1989 with less than twenty-five years of service credit must pay a portion of their premium for
hedlth care. The portion is based on years of service up to amaximum of 75% of the premium.

2. After the dlocation for basic benefits, the remainder of the employer’s 14% contribution is alocated
to providing hedlth care benefits. At June 30, 2000, the dlocation rate is 8.45%. In addition, SERS
levies asurcharge to fund hedlth care benefits equa to 14% of the difference between a minimum pay
and the member’ s pay, pro-rated for partia service credit. For fisca 2000, the minimum pay has been
established as $12,400. The surcharge, added to the unalocated portion of the 14% employer
contribution rate, provides for maintenance of the asset target level for the hedlth care fund.

3. Hedth care benefits are financed on a pay-as-you-go bass. Thetarget level for the hedth care
reserve is 150% of annual hedlth care expenses. Expensesfor hedth care at June 30, 2000 were
$140,696,340 and the target level was $211.0 million. At June 30, 2000, the Retirement System’s net
asets available for payment of hedlth care benefits was $252.3 million.

4. The number of benefit recipients currently receiving health care benefits is gpproximately 50,000.

5. The portion of the Digtrict’s contributions that were used to fund postemployment benefitsis
$139,200.

Note 14: Risk Management
The Didtrict is exposed to various risks of loss related to torts; theft of, damage to, and destruction of
assats, errors and omissions; injuries to employees; and natura disasters. Settled clams resulting from

these risks have not exceeded commercia insurance coveragein any of the past threefisca years.
There has not been a reduction in coverage from the prior year.
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Note 14: Risk Management - continued

The Didtrict has a comprehensive property and casudty policy with the Nationwide Insurance Company
which includes boiler coverage. This policy dso provides insurance for dl lease agreements. The
deductible is $5,000 per incident. All vehicles are insured with Nationwide Insurance Company and
have a $250 deductible. All Board Members, Administrators and employees are covered under a
schoal didrict liability policy with Nationwide Insurance Company. The limits of this coverage are
$1,000,000 per occurrence and $5,000,000 aggregate.

The Board President and the Superintendent are covered with surety bonds for $20,000. The
Treasurer also is covered by a surety bond in the amount of $50,000. These bonds are with
Nationwide Insurance Company.

Remaining employees who handle money, are covered with a public employees blanket bond in the
amount of $15,000. This coverage is aso provided by the Ohio Farmers Insurance Company.

The Didrict participates in the Ohio School Boards Association Workers Compensation Group Rating
Program (GRP), an insurance purchasing pool. The GRP's business and affairs are conducted by a
three member Board of Directors conssting of the President, the President- Elect and the Immediate
Past President of the Ohio School Boards Association. The Executive Director of the OSBA, or his
designee, serves as coordinator of the program. Each year, the participating school digtricts pay an
enrollment fee to the GRP to cover the cogts of administering the program.

The District provides life insurance and accidentd death and dismemberment insurance to its employees
based on years of service.

The Didrict contracts with the Lake Erie Regiona Council organization (LERC) to provide employee
medica/surgicd, dentad, and vision benefits. The LERC isashared risk pool comprised of thirteen
Lorain county school digtricts. Rates are set through an annua calculation process. The Didtrict pays a
monthly contribution which is placed in acommon fund from which clam payments are made for dl
participating school didtricts. Claims are paid for dl participants regardless of clam flows. Upon
termination, dl Digtrict dlams would be paid without regard to the Didtrict's account balance. The
LERC Board of Directors has the right to return monies to an exiting district subsequent to the
settlement of dl expensesand dlams. This plan provides amedica/surgicd and vison plan with
deductibles of $100 for sngle and $200 for family coverage. Deductibles for the dentd plan are $50
for sngle and $100 for family coverage.
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Note 15: Segment Information for Enterprise Funds
The Didrict maintains the following Enterprise Funds:

Uniform School Supplies Fund: Established to account for the purchase and sde of school supplies that
are ultimately purchased by students.

Rotary Fund: Established to account for income and expenses of Vocationa Education operationsin
which goods and/or services are sold to the public.

Adult Education Fund: Established to account for income and expenses of Adult Education operations.
NASA Fund: Established to account for the purchase and sale of NASA educationd materias.
Segment information for Enterprise Fundsis as follows:

Uniform

School Adult
Supplies Rotary Education NASA Total

Operating Revenues $67487 $252841 $ 960613 $102234  $1,383175
Operating Expenses 54,947 271,899 1,559,244 274,269 2,160,359
Operating Income (L0ss) 12,540 (19,058) (598,631) (172,035) (777,184)
Operating Grants 0 0 305,660 174,197 479,857
Operating Transfers In 0 0 25,000 0 25,000
Net Income (L 0ss) 12540  (19,058) (267,971) 2,162 (272,327)
Net Working Capita 12,683 89,768 441,622 423,001 967,074
Total Assets 12,683 91,024 606,826 445128 1,155,661
Tota Equity 12,683 89,768 340,906 410,992 854,349
Encumbrances at

June 30, 2001 $ H48 $ 30071 $ 2186 $ 958 $ 62001



Lorain County Joint Vocational School District
Notesto General Purpose Financial Statements
Year Ended June 30, 2001

Note 16: Contingencies
Grants

The Didtrict recaives financid assstance from numerous federal and state agencies which is subjected to
financia and compliance audits in accordance with the 1996 amendments to the Single Audit Act. Such
audits could lead to a request for reimbursement to the grantor agency for disallowed expenditures.
Management believes that such disdlowance's, if any, would not materialy affect the Didtrict's financid

position.
hool i .

On September 6, 2001, the Ohio Supreme Court issued its latest opinion regarding the State’ s school
funding plan. The decison identified agpects of the current plan that require modification if the planisto
be consdered condtitutiond, including:

* A change in the school didtricts that are used as the basis for determining the base cost support
amount. Any change in the amount of funds distributed to school didtricts as aresult of this
change must be retroactive to July 1, 2001, dthough atime line for digtribution is not specified.

* Fully funded parity aid no later than the beginning of fiscal year 2004 rather than fisca year
2006.

The Supreme Court relinquished jurisdiction over the case based on anticipated compliance with its
order.

In generd, it is expected that the decision would result in an increase in State funding for most Ohio
school digtricts. However, as of November 7, 2001, the Ohio Generd Assembly is gtill andlyzing the
impact this Supreme Court decison will have on funding for individua school didtricts. Further, the
State of Ohio, in amotion filed September 17, 2001, asked the Court to reconsider and clarify the parts
of the decision changing the school didtricts that are used as the basis for determining the base cost
support amount and the requirement that changes be made retroactive to July 1, 2001.

On November 2, 2001, the Court granted this motion for reconsideration. The Court may re-examine
and redetermine any issue upon such recondderation.
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Note 16: Contingencies - continued

As of the date of these financia statements, the School Didrict is unable to determine what effect, if any,
this decison and the recondderation will have on its future State funding and on its financid operaions.

During the fiscdl year ended June 30, 2001, the School District received $4,834,884 of school
foundation support for its genera fund.
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Report on Compliance and on Intemnal Control Over
Financial Reporting Based on an Audit of Financial Statements
Performed in Accordance with Government Auditing Standards

To the Board of Education

Lorain County Joint Vocational School District
Lorain County

15181 State Route 58

Oberlin, Ohio 44074

We have audited the financial statements of the Lorain County Joint Vocational School District
(the District) as of and for the year ended June 30, 2001, and have issued our report thereon
dated November 13, 2001. 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.

Compliance .
As part of obtaining reasonable assurance about whether the District's financial statements are

free of material misstatement, we performed tests of its compliance with certain provisions of
laws, regulations, contracts and grants, 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.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the District's internal control over financial
reporting in order to determine our auditing procedures for the purpose of expressing our
opinion on the financial statements and not to provide assurance on the internal control over
financial reporting. Our consideration of the internal control over financial reporting would not
necessarily disclose all matters in the internal control over financial reporting that might be
material weaknesses. A material weakness is a 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 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.
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Board of Education

Lorain County Joint Vocational School District

Report on Compliance and on Internal Control Over

Financial Reporting Based on Audit of Financial Statements
Performed in Accordance with Government Auditing Standards
Page Two

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

Hlawsaer + C767&»£5?

Canton, Ohio
November 13, 2001
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Report on Compliance with Requirements Applicable to Each Major
Program and Internal Control Over Compliance in Accordance with
OMB Circular A-133

To the Board of Education

Lorain County Joint Vocational School District
Lorain County

15181 State Route 58

Oberlin, Ohio 44074

Compliance
We have audited the compliance of the Lorain County Joint Vocational School District (the

District) with the types of compliance requirements described in the U.S. Office of Management
and Budget (OMB) Circular 4-133 Compliance Supplement that are applicable to its major
federal programs for the year ended June 30, 2001. The District's major federal programs are
identified in the Summary of Auditor's Results Section of the accompanying Schedule of
Findings and Questioned Costs. Compliance with the requirements of laws, regulations,
contracts and grants applicable to its major federal programs is the responsibility of the District's
management. Our responsibility is to express an opinion on the District's compliance based on
our audit.

We conducted our audit of compliance in accordance with auditing standards generally accepted
in the United States of America; the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States; and
OMB Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations.
Those standards and OMB Circular A-133 require that we plan and perform the audit to obtain
reasonable assurance about whether noncompliance with the types of compliance requirements
referred to above that could have a direct and material effect on major federal programs
occurred. An audit includes examining, on a test basis, evidence about the District's
compliance with those requirements and performing such other procedures as we considered
necessary in the circumstances. We believe that our audit provides a reasonable basis for our
opinion. Our audit does not provide a legal determination on the District's compliance with
those requirements.

In our opinion, the District complied, in all material respects, with the requirements referred to
above that are applicable to its major federal programs for the year ended June 30, 2001.
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Board of Education

Lorain County Joint Vocational School District

Report on Compliance with Requirements Applicable to Each

Major Program and Internal Control Over Compliance in Accordance With
OMB Circular A-133

Page Two

Internal Control Over Compliance

The management of the District is responsible for establishing and maintaining effective internal
control over compliance with requirements of laws, regulations, contracts and grants applicable to
federal programs. In planning and performing our audit, we considered the District's internal
control over compliance with requirements that could have a direct and material effect on major
federal programs in order to determine our auditing procedures for the purpose of expressing our
opinion on compliance and to test and report on internal control over compliance in accordance with
OMB Circular A-133.

Our consideration of the internal control over compliance would not necessarily disclose all matters
in the internal control that might be material weaknesses. A material weakness is a 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 noncompliance with applicable requirements of laws, regulations,
contracts and grants that would be material in relation to major federal programs 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 intermal control over federal
compliance and its operation that we consider to be material weaknesses.

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

Hauaorn + Caylon LLP
Canton, Ohio
November 13, 2001
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Lorain County Joint Vocational School

Schedule of Expenditures of Federal Awards
For the Fiscal Year Ended June 30, 2001

Federal Grantor/ Federal
Pass-Through Grantor, and CFDA Grant Federal Federal
Program Title Number Number Receipts Expenditures

United States Department of Education -
Direct Award:

Pell Grants 84.063 N/A $ 79,973 $ 79,973

United States Department of Education -
Passed-Through State Department of Education:

Adult Basic Education 84.002 AB-S1-00 45,000 45,000
AB-S1-01 40,400 40,400
Subtotal 85,400 85,400

Vocational Ed Basic Grant:
State Leadership 84.048 20-A0-00 50,000 50,000
Local Funds Secondary 20-C1-00 72,144 72,144
20-C1-01 389,948 389,948
Loca Funds Post Secondary 20-C2-00 9,906 9,906
20-C2-01 56,718 56,718
Subtotal 578,716 578,716
Eisenhower Professional Development 84.281 MS-S1-01 2,245 2,245
Innovative Education Program Strategy 84.298 C2-S1-00 3,683 3,683
C2-s1-01 4,419 4,419
Subtotal 8,102 8102

Subtotal Passed-Through State
Department of Education 674,463 674,463

Total US Department of Education 754,436 754,436

United States Aeronauticsand Space
Administration Cooperative Grant -

Direct Award:

NASA Grant 43 XXX NCC5-187 158,364 158,364
Total Expendituresof Federal Awards $ 912,800 $ 912,800
Notes:

Basis of Presentation - The accompanying Schedule of Expenditures of Federal Awards is presented on the cash basis of accounting. The information
presented in accor dance with the reqguirements of the OMB Circular A-133, Audits of State, Local Governments, and Non-Profit Organizations.
Therefore, some amounts presented in this schedule may differ from amounts presented in, or used in the preparation of, the general purpose financial
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Lorain County Joint Vocational School Digtrict

Schedule of Findings and Questioned Costs
For the Fisca Y ear Ended June 30, 2001

Section | - Summary of Auditor's Results

Financial Statements

Type of auditor's report issued: Unqudlified

Internal control over financia reporting (GAGAYS):

Material weakness(es) identified? __yes _Xno
Reportable condition(s) identified

not considered to be materia weakness(es)? __yes _x none reported
Noncompliance materid to financial

statements noted? __yes Xho
Federal Awards
Internal control over magjor programs.

Material weakness(es) identified? __yes _Xno
Reportable condition(s) identified

not considered to be materia weakness(es)? __yes _x none reported
Type of auditor's report issued on

compliance for major programs: Unqudlified
Any audit findings disclosed that are

required to be reported in accordance with

Circular A-133, Section .510(a)? __yes Xno
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Lorain County Joint Vocational School Digtrict

Schedule of Findings and Questioned Costs
For the Fiscal Y ear Ended June 30, 2001

Identification of maor programs:

Name of Federal Program or Cluster CEDA Numbers
Vocational Education Basic Grant 84.048

Dollar threshold used to distinguish between Type A

and Type B programs: $ 300,000
Auditee qualified as low-risk auditee? _Xyes _no
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Lorain County Joint Vocational School Digtrict

Schedule of Findings and Questioned Costs
For the Fiscal Y ear Ended June 30, 2001

Section Il - Financial Statement Findings

There are no reportable conditions, material weaknesses, or instances of noncompliance related to
the financial statements that are required to be reported in accordance with paragraphs 5.18 through
5.20 of Government Auditing Sandards.

Section 111 - Federal Award Findings and Questioned Costs

There are no findings or questioned costs.



Lorain County Joint Vocational School Digtrict

Corrective Action Plan
For the Fisca Y ear Ended June 30, 2001

No prior year findings noted; no corrections needed.
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88 East Broad Street
STATE OF OHIO P.O. Box 1140

OFFICE OF THE AUDITOR Columbus, Ohio 43216-1140

Telephone  614-466-4514
JiM PETRO, AUDITOR OF STATE 800-282-0370

Facsimile  614-466-4490

LORAIN COUNTY JOINT VOCATIONAL SCHOOL DISTRICT

LORAIN COUNTY

CLERK'S CERTIFICATION
This is a true and correct copy of the report which is required to be filed in the Office
of the Auditor of State pursuant to Section 117.26, Revised Code, and which is filed
in Columbus, Ohio.

desan Toubbitt

CLERK OF THE BUREAU

CERTIFIED
JANUARY 22, 2002
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