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GARY B. FINK & ASSOCIATES, INC.,

CERTIFIED PUBLIC ACCOUNTANTS
121 College Street

Wadsworth, Ohio 44281

330/336-1706 Fax 330/334-5118

INDEPENDENT AUDITOR’S REPORT

Board of Education
Waterloo Local School District
1464 Industry Road
Atwater, OH 44201

We have audited the accompanying general purpose financial statements of the Waterloo Local 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 responsibility
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 general purpose financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the overall general
purpose 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 Waterloo Local School District, as of June 30, 2001 and the results of
its operations and the 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.

As discussed in Note 3A to the general purpose financial statements, the District adopted Governmental
Accounting Standards Board Statement No. 33 as of and for the year ended June 30, 2001. This results in a
change to the District’s accounting for certain nonexchange revenues.

In accordance with Government Auditing Standards, we have also issued our report dated January 9, 2002 on
our consideration of the District’s internal control over financial reporting and our tests of its compliance
with certain provisions of laws, regulations, contracts and 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.



INDEPENDENT AUDITOR’S REPORT (continued)

Our audit was performed for the purpose of forming an opinion on the general purpose financial statements
of the 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.

DB\

—_—

GARY B. FINK & ASSOCIATES, INC.
January 9, 2002 Certified Public Accountants
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WATERLOO LOCAL SCHOOL DISTRICT
PORTAGE COUNTY, OHIO
COMBINED BALANCE SHEET

ALL FUND TYPES AND ACCOUNT GROUPS
JUNE 30, 2001

Exhibit 1

Proprietary Fiduciary
Governmental Fund Types Fund Type Fund Type Account Groups
Generd Generd Total
Specid Debt Capita Fixed Long-Term (Memorandum
Genera Revenue Service Projects Enterprise Agency Assets Obligations Only)
ASSETS AND OTHER DEBITS
ASSETS:
Equity in pooled cash and
casheguivalents. . . . ... ....... $1,946,506 $189,288 $182,751  $11,301,674 $144,003 $24,716 $13,788,938
Cashwithfiscalagent. . . . .. ... ... 5,925 5,925
Receivables (net of alowances
of uncollectibles):
Property taxes - current & delinquent . . 2,947,125 275,036 916,643 174,976 4,313,780
Accounts . . . .. ... 8,828 287 147,731 156,846
Accruedinterest. . . . . ... ... ... 10,140 223 780 11,143
Interfund loanreceivable. . . . . . . ... 160,308 160,308
Due from other governments. . . . . . . . 30,476 10,196 40,672
Materials and suppliesinventory. . . . . . 12,369 14,298 26,667
Restricted assets:
Equity in pooled cash and
cashequivaents. . . ... ... .... 38,202 38,202
Property, plant and equipment (net
of accumulated depreciation where
applicable). . . .. ... ......... 26,806 $8,620,304 8,647,110
OTHER DEBITS:
Amount availablein debt service fund. . . $232,525 232,525
Amount to be provided for retirement of
genera long-term obligations. . . . . . . 11,234,973 11,234,973
Total assets and other debits . . . . . . .. $5,123,478 $495,310 $1,105,319  $11,624,381 $196,083 $24,716 $8,620,304  $11,467,498 $38,657,089

THE NOTES TO THE GENERAL PURPOSE FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THISSTATEMENT

--Continued



LIABILITIES, EQUITY
AND OTHER CREDITS

LIABILITIES:
Accounts payable . .

Accrued wages and benefits. . . . . . . .
Compensated absences payable. . . . . .

Exhibit 1

Matured interest payable. . . . . . . .
Deferredrevenue . . . . . . .. .. ..
Duetostudents . . . . ... ... ..
Interfund loan payable. . . . . . .. ..
General obligation bonds payable. . . . .
Energy conservation notes payable. . . .
Obligation under capital lease . . . . .

Total liabilities . . . . . .. .. .. ..

EQUITY AND OTHER CREDITS:

Investment in general fixed assets. . . . .
Contributed capital. . . . . . . . . ..
Retained earnings: unreserved. . . . . .

Fund balances:

Reserved for encumbrances . . . . . .

Reserved for materials and supplies

inventory . . . . . ... ... ..

Reserved for debt service

Reserved for tax revenue unavailable

for appropriation

Reserved for BWC refund. . . . . . . .

Unreserved-undesignated. . .. . . . . .
Total equity and other credits. . . . . . .

Total liabilities, equity and other credits. .

(Continued)
WATERLOO LOCAL SCHOOL DISTRICT
PORTAGE COUNTY, OHIO
COMBINED BALANCE SHEET
ALL FUND TYPES AND ACCOUNT GROUPS (CONTINUED)
JUNE 30, 2001
Proprietary Fiduciary
Governmental Fund Types Fund Type Fund Type Account Groups
Generd Generd Total
Specia Debt Capita Fixed Long-Term (Memorandum

Generd Revenue Service Projects Enterprise Agency Assets Obligations Only)
$29,415 $1,636 $2,000 $52 $33,103
675,369 44,449 20,651 740,469
81,475 16,495 $579,205 677,175
118,152 6,132 8,429 67,134 199,847
5,219 100 5,319
$5,925 5,925
2,797,369 267,541 866,869 165,855 11,830 4,109,464
$24,716 24,716
1,961 158,347 160,308
10,718,967 10,718,967
76,058 76,058
26,134 26,134
3,706,999 321,819 872,794 326,202 57,457 24,716 11,467,498 16,777,485
$8,620,304 8,620,304
15,962 15,962
122,664 122,664
339,644 45,266 283,530 668,440
12,369 12,369
182,751 182,751
149,756 14,697 49,774 9,121 223,348
38,202 38,202
876,508 113,528 11,005,528 11,995,564
1,416,479 173,491 232,525 11,298,179 138,626 8,620,304 21,879,604
$5,123,478 $495,310 $1,105,319 $11,624,381 $196,083 $24,716 $8,620,304 $11,467,498 $38,657,089

THE NOTES TO THE GENERAL PURPOSE FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THIS STATEMENT



Revenues:
From local sources:

Earnings on investments. . . . . . . . .

Extracurricular . . . . . ... ... L.

Other local revenues. . . . . . . .. ..
Otherrevenue. . . . . . . .. ... ..
Intergovernmental - State. . . . . . . . .
Intergovernmental - Federal . . . . . . .

Total revenues . . . . . . . ... ..

Expenditures:

Current:
Instruction:
Regular. . . .

Special . . .. ... ...
Vocational . . . .. ... ......

Support services:

Pupil . . ... .. ... ... ...
Instructional staff. . . . . ... ...
Board of Education. . . . . . . . ..
Administration. . . . . . ... ...
Fiscal . . . .. ... ... .....
Business . . . . ... ... ...
Operations and maintenance . . . . . .
Pupil transportation. . . . . . . . ..
Central . . .. ... ........
Community services. . . . . . . ...
Extracurricular activities . . . . . . ..
Capital outlay . . . . . . ... .. ..
Intergovernmental pass-through . . . . . .

Debt service:

Principal retirement. . . . . . . .. ..
Interest and fiscal charges. . . . . . . .
Bond issuancecosts. . . . . . . . ..

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

Excess (deficiency) of revenues

over (under) expenditures . . . . . .

Other financing sources (uses):
Premium and accrued interest

onbondssold. . . ... ... ..
Proceeds from sdleof bonds. . . . . .
Proceeds from sdleof notes . . . . . .
Proceeds from sade of fixed assets. . . .
Operating transfersin. . . . . . . ..
Operating transfersout . . . . . . . .

Total other financing sources (uses). . . .

Excess of revenues and other
financing sources over expenditures

and other financing (uses) . . . . . . .

Fund balances, July 1. . . . . . . . . ..
Decrease in reserve for inventory . . . . . .
Fund balances, June30. . . . . . ... ..

WATERLOO LOCAL SCHOOL DISTRICT

PORTAGE COUNTY, OHIO
COMBINED STATEMENT OF REVENUES, EXPENDITURES

AND CHANGES IN FUND BALANCES
ALL GOVERNMENTAL FUND TYPES
FOR THE YEAR ENDED JUNE 30, 2001

Governmental Fund Types

Exhibit 2

Tota
Specia Debt Capital (Memorandum

Generd Revenue Service Projects Only)
$2,838,505 $216,150 $470,872 $170,647 $3,696,174
14,886 14,886
153,153 2,525 352,647 508,325
RV 196,161 196,161
45,152 8,158 2,866 56,176
4,000 4,000
5,223,979 260,559 46,328 339,706 5,870,572
289,348 289,348
8,275,675 976,901 517,200 865,866 10,635,642
3,825,016 240,430 57,632 4,123,078
539,631 195,728 735,359
102,671 102,671
367,600 39,771 407,371
435,117 17,501 6,000 458,618
20,589 20,589
723,919 55,287 1,103 273 780,582
224,917 3,295 6,141 2,727 237,080
39,566 39,566
766,245 2,000 768,245
799,939 799,939
17,276 9,064 4,036 30,376
953 953
141,635 156,157 297,792
7,065 596,390 603,455
177,446 177,446
14,284 10,735,745 10,750,029
2,372 273,522 275,894
148,487 148,487
8,027,842 895,632 11,164,998 669,058 20,757,530
247,833 81,269 (10,647,798) 196,808 (10,121,888)
RV 159,369 159,369
10,719,000 10,719,000
10,719,000 10,719,000
147,431 147,431
21,874 21,874
(21,874) (21,874)
(21,874) 21,874 10,878,369 10,866,431 21,744,800
225,959 103,143 230,571 11,063,239 11,622,912
1,196,844 70,348 1,954 234,940 1,504,086
(6,324) (6,324)
$1,416,479 $173,491 $232,525 $11,298,179 $13,120,674

THE NOTES TO THE GENERAL PURPOSE FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THIS STATEMENT



Exhibit 3
WATERLOO LOCAL SCHOOL DISTRICT
PORTAGE COUNTY, OHIO
COMBINED STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCES
BUDGET AND ACTUAL COMPARISON (NON-GAAP BUDGETARY BASIS)
ALL GOVERNMENTAL FUND TYPES
FOR THE YEAR ENDED JUNE 30, 2001

General Special Revenue Debt Service Capital Projects Total (Memorandum only)
Variance: Variance: Variance: Variance: Variance:
Revised Favorable Revised Favorable Budget Favorable Budget Favorable Budget Favorable
Budget Actual (Unfavorable) Budget Actual (Unfavorable) Revised Actual (Unfavorable) Revised Actua (Unfavorable) Revised Actual (Unfavorable)
Revenues:
From local sources:
Taxes. $2,811,384 $2,811,384 $0 $210,627 $210,627 $0 $421,098 $421,098 $0 $169,263 $169,263 $0 $3,612,372 $3,612,372 $0
Tuition. 14,886 $14,886 0 14,886 14,886 0
Earnings on investments. 155,633 155,633 0 2,438 2,438 0 352,648 352,648 0 510,719 510,719 0
Extracurricular ..... 196,318 196,318 0 196,318 196,318 0
Other local revenues. 45,180 45,180 0 8,157 8,157 0 2,698 2,698 0 56,035 56,035 0
Other Revenue...... 4,000 4,000 0 4,000 4,000 0
Intergovernmental - Stat 5,195,294 5,195,294 0 260,560 260,560 0 46,328 46,328 0 339,706 339,706 0 5,841,888 5,841,888 0
Intergovernmental - Federal 277,792 277,792 0 277,792 277,792 0
Total revenues. 8,222,377 8,222,377 0 959,892 959,892 0 467,426 467,426 0 864,315 864,315 0 10,514,010 10,514,010 0
Expenditures:
Current:
Instruction:
3,848,210 3,848,210 0 240,584 240,584 0 57,818 57,818 0 4,146,612 4,146,612 0
670,847 670,847 0 197,092 197,092 0 867,939 867,939 0
102,008 102,008 0 102,008 102,008 0
369,326 369,326 0 40,410 40,410 0 409,736 409,736 0
Instructional staff... 436,751 436,751 0 17,514 17,514 0 6,000 6,000 0 460,265 460,265 0
Board of Education. 21,955 21,955 0 21,955 21,955 0
Administration.... 739,033 739,033 0 58,651 58,651 0 1,103 1,103 0 273 273 0 799,060 799,060 0
228,115 228,115 0 3,295 3,295 0 6,141 6,141 0 2,727 2,727 0 240,278 240,278 0
Business . 57,093 57,093 0 57,093 57,093 0
Operations and maintenance. 820,268 820,268 0 2,000 2,000 0 822,268 822,268 0
949,751 949,751 0 949,751 949,751 0
17,276 17,276 0 9,064 9,064 0 4,036 4,036 0 30,376 30,376 0
Community services.... 2,616 2,616 0 2,616 2,616 0
Extracurricular activities. 143,367 143,367 0 159,264 159,264 0 302,631 302,631 0
Capital outlay . 7,065 7,065 0 879,920 879,920 0 886,985 886,985 0
Intergovernmental pass-through............. 214,155 214,155 0 214,155 214,155 0
Debt service:
Principal retirement. 10,735,745 10,735,745 0 10,735,745 10,735,745 0
Interest and fiscal charges. 273,522 273,522 0 273,522 273,522 0
Bond issuance costs 148,487 148,487 0 148,487 148,487 0
Total expenditures...........ccccvvveeecuenenns 8,411,065 8,411,065 0 942,645 942,645 0 11,164,998 11,164,998 0 952,774 952,774 0 21,471,482 21,471,482 0
Excess (deficiency) of revenues
over (under) expenditures............... (188,688) (188,688) 0 17,247 17,247 0 (10,697,572) (10,697,572 0 (88,459) (88,459) 0 (10,957,472) (10,957,472) 0
Other financing sources (uses):
Refund of prior year's expenditures. 20,951 20,951 0 20,951 20,951 0
Operating transfersin 21,874 21,874 0 21,874 21,874 0
Operating transfers (out) (24,809) (24,809) 0 (24,809) (24,809) 0
Advancesin.. 141,026 141,026 0 1,962 1,962 0 158,346 158,346 0 301,334 301,334 0
Advances (out). (202,883) (202,883) 0 (73,916) (73,916) 0 (24,536) (24,536) 0 (301,335) (301,335) 0
Premium and accrued interest
on bonds sold 159,369 159,369 0 159,369 159,369 0
Proceeds from sale of notes. 10,719,000 10,719,000 0 10,719,000 10,719,000 0
Proceeds from sale of bonds. . 10,719,000 10,719,000 0 10,719,000 10,719,000 0
Total other financing sources (uses).. (65,715) (65,715) 0 (50,080) (50,080) 0 10,878,369 _ 10,878,369 0 10,852,810 _ 10,852,810 0 21,615,384 21,615,384 0
Excess (deficiency) of revenues and
other financing sources over (under)
expenditures and other financing (uses)... (254,403) (254,403) 0 (32,833) (32,833) 0 180,797 180,797 0 10,764,351 10,764,351 0 10,657,912 10,657,912 0
Fund balances, July 1........ccccccoevviininncnns 1,487,834 1,487,834 0 75,356 75,356 0 1,954 1,954 0 31,238 31,238 0 1,596,382 1,596,382 0
Prior year encumbrances appropriated...... 379,007 379,007 0 100,885 100,885 0 0 0 0 220,555 220,555 0 700,447 700,447 0
Fund balances, June 30... $1,612.438 __$1.612.438 $0 $143.408 $143.408 $0 $182,751 $182,751 $0 $11.016.144  $11.016.144 $0. $12,954 741 $12,954.741 $0

THE NOTES TO THE GENERAL PURPOSE FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THIS STATEMENT



Exhibit 4
WATERLOO LOCAL SCHOOL DISTRICT
PORTAGE COUNTY, OHIO
STATEMENT OF REVENUES, EXPENSES,
AND CHANGES IN RETAINED EARNINGS/FUND EQUITY

PROPRIETARY FUND TYPE
FOR THE YEAR ENDED JUNE 30, 2001

Proprietary
Fund Type

Enterprise
Operating revenues:
Sales/charges for services. . . . . . . .. .. $198,895
Total operatingrevenues . . . . . .. ... 198,895
Operating expenses:
Personal services . . . . . ... ... L. 150,182
Contract services . . . . . .. ... .. ... 6,402
Materialsand supplies. . . . . . . ... ... 121,085
Depreciation. . . . . . .. ... ... .... 2,851
Total operating expenses . . . . . ... .. 280,520
Operating (I0ss). . . . . . . . ... ... ... (81,625)
Nonoperating revenues:
Operatinggrants . . . . . . ... ...... 79,438
Investment earnings. . . . . . . ... .. .. 10,343
Federal commodities . . . . . ... .. ... 23,834
Total nonoperating revenues . . . . . . .. 113,615
Netincome. . . . . .. ... ... ..... 31,990
Retained earningsat July 1 . . . . . .. .. .. 90,674
Retained earningsat June30 . . . . . ... .. 122,664
Contributed capital at July 1. . . . . . .. ... 15,962
Contributed capital duringtheyear. . . . . . . 0
Contributed capital at June30.. . . . . . . .. 15,962
Total fundequity. . . . . ... ... ... ... $138,626

THE NOTES TO THE GENERAL PURPOSE FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THIS STATEMENT



Exhibit 5
WATERLOO LOCAL SCHOOL DISTRICT
PORTAGE COUNTY, OHIO
STATEMENT OF CASH FLOWS

PROPRIETARY FUND TYPE
FOR THE YEAR ENDED JUNE 30, 2001

Proprietary
Fund Type
Enterprise
Cash flows from operating activities:
Cash received from sales/servicecharges. . . . . . $198,895
Cash payments for personal services. . . . .. ... (150,400)
Cash payments for contract services. . . . . . . .. (6,753)
Cash payments for materials and supplies. . . . . . (97,859)
Net cash (used in)
operating activities . . . .. ... ... ... .. (56,117)
Cash flows from noncapital financing activities:
Cash received from operating grants. . . . . . . . . 81,199
Net cash provided by noncapital
financing activities . . . . . .. ... ... ... 81,199
Cash flows from investing activities:
Interestreceived. . . . .. ... 10,377
Net cash provided by investing activities. . . . . . 10,377
Net increasein
cashandcashequivaents . . . .. ... ...... 35,459
Cash and cash equivalents at beginning of year. . . . 108,544
Cash and cash equivalentsat endof year. . . . . . . $144,003

Reconciliation of operating (loss) to
net cash (used in) operating activities:
Operating (I0Ss) . . . . . . v v v i i ($81,625)
Adjustments to reconcile operating (l0ss)
to net cash (used in) operating activities:

Depreciation . . . .. ... ... .. ...... 2,851
Federal donated commodities . . . ... ... .. 23,834
Changes in assets and liabilities:
Increase in materials and suppliesinventory . . . (608)
Decreasein accountspayable . . . . . ... ... (351)
Increase in accrued wages and benefits. . . . . . 1,174
Decrease in compensated absences payable. . . . (1,571)
Increase in pension obligation payable. . . . . . 179
Net cash (used in)
operating activities . . . . ... ... .. ... ($56,117)

THENOTESTO THE GENERAL PURPOSE FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THISSTATEMENT



WATERLOO LOCAL SCHOOL DISTRICT
PORTAGE COUNTY, OHIO

NOTES TO GENERAL PURPOSE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2001

NOTE 1- DESCRIPTION OF THE SCHOOL DISTRICT

The Waterloo Loca School Didtrict (the “Didtrict”) isabody politic and corporate established for
the purpose of exercising therightsand privileges conveyed to it by the condtitution and laws of the
State of Ohio. TheDidtrictisalocd district as defined by Section 3311.03 of the Ohio Revised
Code. The Didtrict operates under an eected Board of Education and isresponsiblefor providing
public education to residents of the District.

The Digtrict ranks as the 385" largest by total enrollment among the 682 public and community
school districtsin the State. The District’s enrollment as of June 30, 2001, was 1,439. The
District employed 100 certified employees and 51 non-certified employees.

Management believesthefinancia statementsincluded inthisreport represent all of the funds of
the District over which the District has the ability to exercise direct operating control.

NOTE 2- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The generd purposefinancid statements (GPFS) of the Didtrict have been prepared in conformity
with generally accepted accounting principles (GAAP) as applied to governmenta units. The
Governmental Accounting Standards Board (GA SB) isthe accepted standard-setting body for
establishing governmental accounting and financia reporting principles. The Didtrict dso gpplies
Financia Accounting Standards Board (FASB) Statements and Interpretationsissued on or before
November 30, 1989, to its proprietary activities provided they do not conflict with or contradict
GASB pronouncements. The District's significant accounting policies are described below.

A. Reporting Entity

TheDidtrict'sreporting entity hasbeen defined in accordance with GASB Statement No. 14,
“The Financial Reporting Entity.” When applying GASB Statement No. 14, management
has considered dl potential component units. The definition of the reporting entity is based
primarily on the notion of financial accountability. Financia accountability isdefined asthe
appointment of avoting majority of the component unit’sboard and either (1) the Didtrict’s
ability toimposeitswill over the component unit or (2) the possibility that the component unit
will provideafinancia benefit to or imposeafinancia burden ontheDidrict. Onthebasis, the
Digtrict has no component units. The following organizations are described due to their
relationship with the District:




WATERLOO LOCAL SCHOOL DISTRICT
PORTAGE COUNTY, OHIO

NOTES TO GENERAL PURPOSE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2001

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (Continued)
JOINTLY GOVERNED ORGANIZATION

Stark Portage Area Computer Consortium (SPARCC)

SPARCC isajoint venture among 31 school districts. Thejoint venture was formed for the
purpose of applying modern technology with the aid of computers and other electronic
equipment to the adminigtrative and instructiond functions among member districts. Each of
the governments of these schools supports SPARCC based upon a per pupil charge
dependent upon the software package utilized. Inthe event of dissolution of the organization,
all current memberswill sharein net obligations or asset liquidationsin aratio proportionate
to their last twelve months financial contribution. SPARCC is governed by a Board of
Directors congsting of superintendents of the members school digtricts. The degree of control
exercised by any school digtrict islimited to its representation on the Board. In accordance
with GASB Statement No. 14, the Digtrict does not have any equity interest in SPARCC as
aresdual interest in the net resources of ajoint venture upon dissolution isnot equivaent to an
equity interest. Financid information can be obtained from Clifford Pocock, Treasurer for the
Stark County Educational Service Center, who servesasfiscal agent, at 2100 39" Street NW,
Canton, Ohio 44709-2300.

PUBLIC ENTITY RISK POOL

Ohio School Boards Association Workers Compensation Group Rating Plan

The District participates in the Ohio School Boards Association Workers Compensation
Group Rating Program (WCGRP), an insurance purchasing pool. The WCGRP was
established under Section 4123.29 of the Ohio Revised Code. The WCGRP s businessand
affairsare conducted by athree member Board of Directors consisting of the President, the
President-Elect and the Immediate Past President of the OSBA. The Executive Director of
the OSBA, or hisdesignee, serves as coordinator of the program. Each year, the participating
school digtricts pay an enrollment fee to the WCGRP to cover the costs of administering the
program.
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES- (Continued)
B. Fund Accounting

The Didtrict uses funds and account groupsto report itsfinancial pogition and the results of its
operations. A fund isaseparate accounting entity with aself-balancing set of accounts. An
account group, on the other hand, is a financial reporting device designed to provide
accountability for certain assetsand liabilitiesthat are not recorded in the funds because they
donot directly affect net expendableavailablefinancia resources. Fund accountingisdesigned
to demondrate legad compliance and to aid financia management by segregating transactions
related to certain school district activities or functions. Funds are classified into three
categories. governmental, proprietary and fiduciary. Each category is divided into separate
fund types.

GOVERNMENTAL FUNDS

Governmenta funds are those through which most governmenta functionsof the Didrict are
financed. The acquisition, useand balances of the Digtrict's expendablefinancia resourcesand
the related liabilities (except those accounted for in proprietary funds) are accounted for
through governmental funds. The following are the District's governmental fund types:

General Fund - The genera fund isthe general operating fund of the Districtand isused
to account for al financia resources except those required to be accounted for in another
fund.

Secial Revenue Funds- The special revenuefunds are used to account for the proceeds
of specific revenue sources(other than major capital projects) that arelegally restricted to
expenditures for specified purposes.

Debt Sarvice Fund - The debt service fund is used to account for the accumul ation of
resourcesfor, and the payment of, general long-term debt principd, interest, and related
costs.

Capital Projects Funds - The capital projects funds are used to account for financial
resourcesto beused for theacquisition of construction of mgjor capita facilities(other than
those financed by proprietary funds).
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (Continued)
PROPRIETARY FUNDS

Proprietary fundsare used to account for the District'songoing activitieswhicharesimilar to
those often found in the private sector wherethe determination of netincomeisnecessary or
useful to sound financial administration. The following is the District's proprietary fund type:

Enterprise Fund - The enterprise fund is used to account for operations (a) that are
financed and operated in amanner Smilar to private bus ness enterprises--wherethe intent
of thegoverning body isthat the costs (expenses, including depreciation) of providing
goods or servicesto the general public on acontinuing basis be financed or recovered
primarily through user charges; or (b) where the governing body has decided that periodic
determination of revenues earned, expensesincurred, and/or net income is gppropriate for
capita maintenance, public policy, management control, accountability, or other purposes.

FIDUCIARY FUNDS

Fiduciary funds are used to account for assets held by the Didtrict in atrustee capacity or as
an agent for individualss, private organizations, other governmenta units and/or other funds.
Theseincdude an agency fund. Agency fundsare custodia in nature (assetsequd liabilities) and
do not involve measurement of resultsof operations. Theagency fund is presented on abudget
basi s, with note disclosure, regarding itemswhich, in other fund types, would be subject to
accrual. See Note 3.C. for agency fund accruals which, in another fund type, would be
recognized in the combined balance sheet.

ACCOUNT GROUPS
To make aclear digtinction between fixed assets rel ated to specific funds and those of generd
government, and between long-term liabilities related to specific funds and those of genera

nature, the following account groups are used.

General Fixed Assets Account Group - Thisgroup of accountsis established to account
for al fixed assets of the Didtrict, other than those accounted for in the proprietary funds.
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NOTE 2- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (Continued)
General Long-Term Obligations Account Group - Thisgroup of accountsis established

to account for al long-term obligations of the Didtrict, other than those accounted for inthe
proprietary funds.

C. Measurement Focus/Basis of Accounting

The accounting and financial reporting treatment applied to afund is determined by its
measurement focus. All governmental funds are accounted for using a current financial
resources measurement focus. With this measurement focus, only current assetsand current
liabilitiesgenerally areincluded on the balance sheet. Operating statements of these funds
present increases (revenues and other financing sources) and decreases (expenditures and
other financing uses) in net current assets.

All proprietary funds are accounted for on aflow of economic resources measurement focus.
Withthismeasurement focus, dl assetsand dl liabilitiesassociated with the operationsof these
funds areincluded on the balance sheet. Proprietary fund type operating statements present
increases (revenues) and decreases (expenses) in net total assets.

The modified accrual basis of accounting isfollowed for governmental funds. Under the
modified accrual basis of accounting, revenues are recognized when they become both
measurable and availableto finance expenditures of the current period, which for the Digtrict
is 60 days after the June 30 year-end. Revenues accrued at the end of the year include
property taxes, (to the extent they are intended to finance the current fiscal year), interest,
grantsand entitlements, and accounts (student fees and tuition). Property taxes measurable as
of June 30, 2001, and delinquent property taxes, whose availability isindeterminate and are
intended to finance fiscal 2002 operations, have been recorded as deferred revenues, except
for that portion which isavailable from the County Auditor as advanced at June 30. This
amount is recognized as revenue. In proprietary funds, unused donated commaodities are
reported as deferred revenue.
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (Continued)

TheDidtrict reportsdeferred revenue onitscombined balance sheet. Deferred revenuesarise
when apotential revenue does not meet both the "measurable” and "available” criteriafor
recognition in the current period. Deferred revenues aso arise when resources are received
by theDigtrict beforeit hasalega claim to them, aswhen grant monies are received prior to
the recognition of qualifying expenditures. In subsequent periods, when both revenue
recognition criteriaare met, or when the government hasalegal claimto theresources, the
liability for deferred revenue is removed from the combined balance sheet and revenueis
recognized.

Nonexchange transactions, inwhich the District receives valuewithout directly giving equal
vauein return, include property taxes, grants, entitlements and donations. On the modified
accrud basis, revenuefrom property taxesisrecognized in thefiscal year for which the taxes
arelevied and theresources are avallable. Revenue from grants, entitlements and donations
isrecognized in the fiscal year inwhich al eigibility requirements have been met and the
resources are available.

Expenditures (decreasesin net financial resources) arerecognizedinthe periodin whichthe
fund liability isincurred with thefollowing exception: generd long-term obligation principa and
interest arereported only when due; and costs of accumulated unpaid vacation and sick leave
are reported as expenditures in the period in which they will be liquidated with available
financial resources rather than in the period earned by employees.

The proprietary funds are accounted for on the accrua bass of accounting. Under the accrud
basis of accounting, revenues are recorded when earned and expenses are recorded &t thetime
lidbilitiesareincurred. Thefair value of donated commodities used during the year isreported
inthe operating satement as an expense and alike amount isreported as donated commodities
nonoperating revenue.

Onthe accrua basis of accounting, revenue from nonexchange transactions, such as grants,
entitlements and donations, isrecognized inthefiscd year inwhich al digibility requirements
have been met. The proprietary funds receive no revenue from property taxes.
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NOTE 2- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (Continued)
D. Budgets

TheDidtrict isrequired by state statute to adopt an annual appropriated cash basis budget for
al funds. The specific timetable for fiscal year 2001 is as follows:

1. Prior toJanuary 15 of the preceding year, the Superintendent and Treasurer submit to the
Board of Education a proposed operating budget for the fiscal year commencing the
following July 1. The budget includes proposed expenditures and the means of financing
for al funds. Public hearingsare publicized and conducted to obtain taxpayers comments.
The expressed purpose of this budget document isto reflect the need for existing (or
increased) tax rates.

2. By nolater than January 20, the Board-adopted budget is filed with the Portage County
Budget Commission for tax rate determination.

3. Prior to April 1, the Board of Education accepts, by formal resolution, the tax rates as
determined by the Budget Commission and receives the Commission's Certificate of
Estimated Resources, which states the projected revenue of each fund. Prior to June 30,
the District must reviseits budget so that total contemplated expendituresfrom any fund
during the ensuing year will not exceed the amount stated in the Certificate of Estimated
Resources. Therevised budget then serves asabasisfor the appropriation measure. On
or about July 1, the Certificateisamended to include any unencumbered balancesfromthe
preceding year as reported by the District Treasurer. The Certificate may be further
amended during the year if projected increases or decreasesin revenue are identified by
the District Treasurer. The amounts reported in the budgetary statement reflect the
amounts set forth in the final Amended Certificate issued for fiscal year 2001.

4. By July 1, the annual Appropriation Resolution is legally enacted by the Board of
Education at the fund level of expenditures for all funds, which isthe legal level of
budgetary control. State statute permits atemporary appropriation to be effective until no
later than October 1 of each year. Although the legal level of budgetary control was
established at thefund level of expenditures, the Digtrict has el ected to present budgetary
statement comparisons at the fund and function level of expenditures. Resolution
appropriations by fund must be within the estimated resources as certified by the County
Budget Commissionand thetota of expendituresand encumbrances may not exceed the
appropriation totals.
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (Continued)

5. Anyrevisonsthat dter thetotal of any fund appropriation must be gpproved by the Board
of Education.

6. Formd budgetary integration isemployed asamanagement control device during theyear
for al funds consistent with the general obligation bond indenture and other statutory
provisons. All fundscompleted theyear withintheamount of their legally authorized cash
basis appropriation.

7. Appropriation amounts are as originally adopted, or as amended by the Board of
Education through the year by supplementa appropriations, which either reallocated or
increased the original appropriated amounts. Several supplementa appropriationswere
legally enacted by the Board prior to June 30, 2001.

8. Unencumbered appropriationslapseat year-end. Encumbered gppropriationsarecarried
forward to the succeeding fiscal year and need not be reappropriated. Expenditures plus
encumbrances may not legally exceed budgeted appropriations at the fund level.

Encumbrance accounting isutilized with Digtrict fundsin thenorma course of operations, for
purchase orders and contract related expenditures. An encumbrance is areserve on the
available spending authority dueto commitment for a future expenditure and does not
represent aliability. For governmental fund types, encumbrances outstanding at year-end
appear asareserveto the fund balance on a GAAP basis and asthe equivaent of expenditures
on anon-GAAP budgetary basisinorder to demonstrate legal compliance. For enterprise
funds, encumbrances outstanding at year-end appear as afootnote disclosure in Note 13.
Note 17 provides a reconciliation of the budgetary and GAAP basis of accounting for
governmental fund types.

E. Cash and Investments

Toimprove cash management, cash received by the Digtrict ispooled. Moniesfor al funds,
including proprietary funds, aremaintained inthispool. Individua fundintegrity ismaintained
through the District’ srecords. Each fund’ sinterest in the pool is presented as* Equity in
Pooled Cash and Cash Equivaents’ on the combined balance sheet.
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TheDigtrict hasmoniesheld by afiscal agent, whichisheld separatefrom the District’ scash
management pool. TheDistrict utilizesthisfiscal agent to service bonded debt asprincipa and
interest paymentscome due. The account ispresented as* Cash with Fiscal Agent” onthe
combined balance shest.

TheDidrict hasinvested fundsin STAR Ohio during fisca 2001. STAR Ohioisan investment
pool managed by the State Treasurer’ s Office which alows governmentswithin the State to
pool their fundsfor investment purposes. STAR Ohioisnot registered with the SEC asan
investment company, but does operate in amanner condstent with Rule 2a7 of the Investment
Company Act of 1940. Investmentsin STAR Ohio arevalued at STAR Ohio’s share price
which isthe price the investment could be sold for on June 30, 2001.

Under existing Ohio statutes al investment earnings are assigned to the general fund unless
statutorily required to be credited to aspecific fund. Interest revenue credited to the genera
fund during fiscal 2001 amounted to $153,153, which includes $30,277 assigned from other
District funds.

For purposes of the combined statement of cash flows and for presentation on the combined
balance sheet, investments of the cash management pool and investments with original
maturities of three months or less at thetime they are purchased by the Digtrict are consdered
to be cash equivalents.

An analysis of the Treasurer’s investment account at year-end is provided in Note 4.

F. Fixed Assetsand Depreciation

1. General Fixed Assets Account Group

General fixed assets are capitalized at cost or estimated historical cost. Donated fixed
assetsarerecorded at their fair market values as of the date donated. TheDistrict hasa
policy of not capitalizing assets with a cost of lessthan $1,000. No depreciation is
recognized for assets in the general fixed assets account group. The District has not
included infrastructure in the general fixed assets account group.
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (Continued)

2. Proprietary Funds

Equipment reflected inthesefundsare stated at historical cost or estimated historical cost
and updated for the cost of additions and retirements during the year. Donated fixed
assetsarerecorded at their fair market values as of thedate donated. Depreciation has
been provided, where appropriate, on astraight-line basisover thefollowing estimated

useful lives:
Asset Life (years)
Furniture, fixtures and
equipment 20

G. Intergovernmental Revenues

In governmentd funds, revenue from grantsand entitlementsisrecognized in thefisca year in
whichall digibility requirements have been satisfied and the revenues are both measurable and
available. Eligibility requirementsincludetiming requirements, which specify thefiscal year
when resources are required to be used or thefisca year when useisfirst permitted, matching
requirements, in which the District must provide local resourcesto be used for a specific
purpose, and expenditurerequirements, in which theresourcesare provided to the District on
areimbursement basis. Other than commodities, grants for proprietary fund operations are
recognized as non-operating revenue when measurable and earned. The District currently
participatesin various state and federal programs categorized as follows:

Entitlements Non-Reimbursable Grants
General Fund Specia Revenue Funds
State Foundation Program Title VI
School Bus Purchase Allocation Education Management Information Systems
State Property Tax Relief (EMI1S)
Titlel
Special Revenue Funds Drug-Free Grant
State Property Tax Relief SchoolNet Professional Development
Teacher Development
Debt Service Fund Auxiliary Services
State Property Tax Relief Ohio Reads
TitleVI-B
Capital Projects Funds Eisenhower Grant

State Property Tax Relief

10
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Non-Reimbursable Grants - (Cont’ d) Reimbursable Grants
Special Revenue Funds - (Cont’ d) General Fund
Preschool Beneficiary Fund Driver Training Subsidy
TitleVI-R
Safe School Help Line Enterprise Fund
Extended L earning Opportunity National and State School Breakfast and
Intervention Activities Lunch Programs

Government Donated Commodities
Capital Projects Funds
OSFC Construction Fund
SchoolNet

Grants and entitlements amounted to approximately 57% of the District's operating revenue
during the 2001 fiscal year.

H. Compensated Absences

Compensated absences of the Digtrict consst of vacation leave and Sick leaveto theextent that
payment to the employeefor these absences are attributabl e to services dready rendered and
are not contingent on a specific event that is outside the control of the District and the
employee.

In accordance with the provisons of GASB Statement No. 16, “ Accounting for Compensated
Absences,” aliability for vacation leaveisaccrued if a) the employees rightsto payment are
attributable to services already rendered; and b) it is probable that the employer will

compensate the employees for the benefits through paid time off or other means, such as cash
payment at termination or retirement. A liability for severanceisaccrued using thevesting
method; i.e., theliability isbased on the sick leave accumulated at the balance sheet date by
those employees who are currently digible to receive termination (severance) payments, aswell

asthose employees expected to become dligiblein the future. For purposes of establishing a
liability for severance on employees expected to become eligibleto retirein thefuture, all

employees age 50 or greater with at least 10 years of service and dl employeeswith at least
20 years of serviceregardlessof their age were considered expected to become eligible to
retire in accordance with GASB Statement No. 16.

11
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Thetotd ligbility for vacation and sick |eave payments has been calculated using pay ratesin
effect at the balance sheet date, and reduced to the maximum payment allowed by |abor
contract and/or statute, plus any applicable additional salary related payments.

Accumul ated vacation and severance of governmenta fund type employees meeting the above
requirements have been recorded in the appropriate governmenta fund asacurrent liability to
the extent that the amounts are expected to be payable within the current available period.
Thebalance of theliability isrecorded in the genera |ong-term obligations account group.
Vacation and sick leave for empl oyees meeting the above requirementswho are paid from
proprietary fundsis recorded as an expense when earned.

I. Long-Term Obligations

Long-term debt isrecognized asaliability of agovernmenta fund when due. For other long-
term obligations, only that portion expected to befinanced from expendable availablefinancia
resourcesisreported asafund liability of agovernment fund. Theremaining portion of such
obligationsisreportedinthegenerd long-term obligationsaccount group. Long-termliabilities
expected to be financed from proprietary fund operations are accounted for in those funds.

J. Fund Equity

Reserved fund balances indicate that portion of fund equity, which isnot available for current
appropriation or islegally segregated for a specific use. Fund balances are reserved for
encumbrances, materia and suppliesinventory, Bureau of Workers Compensation (BWC)
refunds, debt serviceand tax advance unavailablefor appropriation. Thereservefor property
tax advance unavailable for appropriation represents taxes recognized as revenue under
GAAP, but not available for appropriations under State statute. The unreserved portions of
fund equity reflected for the governmental funds are available for use within the specific
purposes of those funds.

12
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K. Interfund Transactions

During the course of normal operations, the Digtrict has numerous transactionsbetween funds.
The most significant include:

1. Transfersof resources from one fund to another fund. The resourcestransferred areto be
expended for operations by thereceiving fund and are recorded as operating transfers,
with the exception of agency funds, which do not show transfers of resources as operating
transfers.

2. Reimbursementsfrom one fund to another are treated as expenditures/expensesin the
reimbursi ng fund and areductionin expenditures/expensesin thereimbursed fund. Quasi-
external transactions are accounted for as revenues, expenditures or expenses.

3. Short-terminterfund loansand accrued interfund reimbursements and accrued operating
transfersarereflected as” interfund loans receivable or payable’. The Disgtrict had short-
term interfund loans receivable and payable at June 30, 2001.

4. Long-term interfund loans that will not be repaid within the next year are termed
“advances’ and areshown asreservations of fund baances on the combined balance sheet
for those funds that report advances to other funds as assets because they are not
spendable, availableresources. The District had no long-term advances receivable or
payable at June 30, 2001.

An analysis of interfund transactions is presented in Note 5.
L. Inventory

Inventoriesfor al governmental funds are valued at cost (first-in/first-out method). The
purchase method isused to account for inventories. Under the purchase method, inventories
arerecorded asexpenditureswhen purchased; however, material amountsof inventoriesat
period-end are reported as assets of the respective fund, which are equally offset by afund
balance reserve which, indicatesthey are unavailable for appropriation even though they are
a component of reported assets.

Inventories of proprietary funds are valued at the lower of cost (first-in/first-out method) or
market and expensed when used rather than when purchased.

13
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M. Contributed Capital

Contributed capital represents resourcesfrom other funds, other governments, and private
sources provided to proprietary funds that is not subject to repayment. These assets are
recorded at their fair market vaue on the date donated. Depreciation on those assets acquired
or constructed with contributed resourcesis expensed and closed to unreserved retained
earnings at year-end.

N. Restricted Assets

Restricted assetsin the genera fund represent cash and cash equivaentsthat arerestricted in
use by State statute. A fund balance reserve has also been established. See Note 19 for
details.

O. Estimates

The preparation of the GPFS in conformity with GAAP requires management to make
estimates and assumptions that affect the amounts reported in the GPFS and accompanying
notes. Actual results may differ from those estimates.

P. Bond Discounts, Premiums and | ssuance Costs

When the proceeds from general obligation bonded debt are placed in agovernmental fund
type, any bond issuance costs are shown as “Debt Service - Bond Issuance Costs
Expenditures’. Any premiumand/or accruedinterestisincludedin®Other Financing Sources-
Premium and Accrued Interest on Bonds Sold” on the Statement of Revenues, Expenditures
and Changesin Fund Balances. The long-term debt that appearsin the general long-term
obligations account group is aways reported at the bond’ s face value.

Q. Memorandum Only - Total Columns

Total columns on the GPFS are captioned (Memorandum Only) to indicate that they are
presented only to facilitatefinancial analysis. Datain these columnsdo not present financial
position, results of operations, or changesin financia position in conformity with GAAP.
Neither issuch datacomparableto aconsolidation. Interfund eiminationshave not been made
in the aggregation of this data.

14
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NOTE 3- ACCOUNTABILITY AND COMPLIANCE
A. Changein Accounting Principle

GASB Statement No. 33, “Accounting and Financial Reporting for Nonexchange
Transactions,” wasimplemented during fiscal 2001. This statement pertainsto thefinancial
reporting of certain types of revenue received by the District for which no valueisgivenin
return, including derived tax revenues, imposed nonexchange transactions, government-
mandated nonexchange transactions, and vol untary nonexchangetransactions. Theadoption
of thisstatement had no effect on fund balances/retained earnings as previoudy reported by the
District at June 30, 2000.

B. Deficit Fund Balances

Fund balance at June 30, 2001 included the following individual fund deficits:

Deficit Balance
Special Revenue Funds
Education Management Information Systems $ (19
SchoolNet Professional Development (15)
Ohio Reads (10)

Title VI-B (6,338)

These funds complied with Ohio state law, which does not permit acash basis deficit at year-
end.

The deficit balances in these specia revenue funds are due to accruing wage, benefit and
retirement obligations in accordance with GAAP. This deficit will be eliminated by
intergovernmental revenues and other resources not recognized at June 30.

C. Agency Funds

The following are accruals for the agency fund, which, in another fund type, would be
recognized in the combined balance sheet:

LIABILITIES
Accounts payable $250

15
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NOTE 4 - EQUITY IN POOLED CASH AND INVESTMENTS

The Digtrict maintainsacash and investment pool used by all funds. Each fund type's portion of
this pool is displayed on the combined balance sheet as "Equity in Pooled Cash and Cash
Equivdents'. Statutesrequirethe classification of moniesheld by the Didtrict into three categories:

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

| nactive depositsare public depositsthe Board of Education hasidentified asnot 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.

I nterim deposits are deposits 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 deposit
maturing not more than one year from the date of deposit or by savings accounts, including
passbook accounts.

Protection of the District’ sdepositsis provided by the Federal Deposit Insurance Corporation
(FDIC), by digible securities pledged by the financid indtitution as security for repayment, by surety
company bonds deposited with the Treasurer by the financid institution or by asingle collateral
poal established by the financia ingtitution to secure the repayment of al public monies deposited
with the institution.

Interim monies may be deposited or invested in the following securities:
1. United States Treasury Notes, Bills, Bonds, or any other obligation or security issued by the

United States Treasury or any other obligation guaranteed asto principa or interest by the United
States;
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2. Bonds, notes, debentures, or any other obligations or securities issued by any federal
government agency or instrumentality, including but not limited to, thefederal national mortgage
association, federal home loan bank, federal farm credit bank, federal home loan mortgage
corporation, government national mortgage association, and student |oan marketing association.
All federal agency securities shall be direct issuances of federa government agencies or
instrumentalities;

3. Written repurchase agreementsin the securities listed above provided that the market value of
the securities subject to the repurchase agreement must exceed the principd va ue of the agreement
by at least 2% and be marked to market daily, and that the term of the agreement must not exceed
30 days,

4. Bonds and other obligations of the State of Ohio;

5. No-load money market mutual fundscons sting exclusively of obligationsdescribedindivision
(2) or (2) of thissection and repurchase agreements secured by such obligations, provided that
investments in securities described in this division are made only through eligible institutions;

6. The State Treasury Asset Reserve of Ohio (STAR Ohio); and

7. Certain bankers' acceptances and commercial paper notes for a period not to exceed 180
daysin an amount not to exceed 25% of theinterim moniesavailablefor investment at any one
time.

Investmentsin stripped principal or interest obligations, reverse repurchase agreements and
derivatives are prohibited. Theissuance of taxable notes for the purpose of arbitrage, the use of
leverage and short sdling arealso prohibited. Aninvestment must maturewithinfiveyearsfrom
the date of purchase unless matched to a specific obligation or debt of the District, and must be
purchased with the expectation that it will be held to maturity. Investments may only be made
through specified dealers and ingtitutions. Payment for investments may be made only upon
ddivery of the securitiesrepresenting the investmentsto the Treasurer or qudified trustee or, if the
securitiesare not represented by acertificate, upon receipt of confirmation of transfer from the
custodian.

Cashonhand: At fiscal year-end, the District had $150 in undeposited cash on hand, whichis

included on the combined balance sheet of the Didrict aspart of “ Equity in Pooled Cash and Cash
Equivaents.”
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Thefollowing information classifies deposits and investments by categories of risk asdefined in

GASB Statement No. 3, “Deposits with Financial Institutions, Investments and Reverse
Repurchase Agreements”.

Deposits: At year-end, the carrying amount of the District’ s deposits was $(240,233) and the
bank balance was $62,344. The Digtrict did not record aliability due to the “zero balance’ nature
of the account. The entire bank balance was covered by federal deposit insurance.

Collaterd isrequired for demand deposits and certificates of deposit in excess of dl deposits not
covered by federal depository insurance. Obligations that may be pledged as collateral are
obligations of the United States and its agencies, obligations of the State of Ohio and its
municipdities, and obligations of the other states. Obligations pledged to secure deposits must be
delivered to abank other than the ingtitution in which the deposit ismade. Written custodial
agreements are required.

Investments. Investments are categorized to give an indication of theleve of risk assumed by the
Digtrict at year-end. Category 1 includesinvestmentsthat areinsured or registered or securities
held by the District. Category 2 includes uninsured and unregistered investmentsfor which the
securitiesare hed by the counterparty’ strust department or agent in the Digtrict’ sname. Category
3 includes uninsured and unregistered investments for which the securities are held by the
counterparty, or by itstrust department, but not in the District’s name. At June 30, 2001, the
Digtrict had aninvestment of $14,073,148in STAR Ohio. STAR Ohio isan unclassfied investment
sinceit is not evidenced by securities that exist in physical or book entry form.

The classification of cash and cash equivalents on the combined financiad statementsisbased on
criteriaset forth in GASB Statement No. 9, “Reporting Cash Flows of Proprietary and Non-
Expendable Trust Funds and Governmental Entities That Use Proprietary Fund Accounting”.
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NOTE 4- EQUITY IN POOLED CASH AND INVESTMENTS - (Continued)
A reconciliation between the classfications of cash and cash equivaents on the combined baance

sheet (per GASB Statement No. 9) and the classifications of deposits and investments presented
above per GASB Statement No. 3 isasfollows:

Cash and Cash
Equivalents/Deposits Investments
GASB Statement No. 9 $ 13,833,065 $ 0
Investments of the Cash
Management Pool:
Investment in STAR Ohio (14,073,148) 14,073,148
Cash on hand (150) ---
GASB Statement No. 3 $  (240.233) $14.073,148

NOTE 5- INTERFUND TRANSACTIONS

A. Thefollowingisasummarized breskdown of the Digtrict’ sinterfund recelvables and payables
at June 30, 2001:

Interfund Interfund
Receivable Payable
General Fund $160,308 $ ---
Special Revenue Funds
District Managed Student Activities --- 307
Auxiliary Services --- 1,654
Capital Projects Funds
Permanent Improvements --- 158,347
Total $160,308 $160,308
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NOTE 5- INTERFUND TRANSACTIONS - (Continued)

B. Thefollowingisasummarized breakdown of the District’ soperating transfersfor fiscal year

2001
TransfersIn Transfers Out

Genera Fund $--- $24,809
Special Revenue Funds

District Managed Student Activity 18,526 ---

Management Information Systems 3,348 ---
Agency Fund

Student Managed Activities 2,935 S
Total $24,809 $24,809

NOTE 6 - PROPERTY TAXES

Property taxes arelevied and assessed onacaendar year bass. Didtributionsfrom the second half
of the calendar year occur in anew fisca year and are intended to finance the operations of that
year. Property taxesincludeamountslevied against al real, public utility and tangible (usedin
business) property located in the Digtrict. Real property taxes and public utility taxes are levied
after November 1 on the assessed valuelisted as of the prior January 1, thelien date. Assessed
values are established by State law at 35% of appraised market value.

Public utility property taxes are assessed on tangible personal property, aswell asland and
improvements. Real property is assessed at 35% of market value and personal property is
assessed at 100% of market value, except for the persona property of rural electric companies,
which is assessed 50% of market and railroads, which are assessed at 29%.
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NOTE 6 - PROPERTY TAXES - (Continued)

Tangiblepersona property taxes attach asalien and arelevied on January 1 of the current year.
Tangible persona property assessmentsare 25% of true value. The assessed value upon which
the 2000 taxes were collected was $123,884,180. Agricultural/residential and public
utility/minerals real estate represented $101,611,360 or 82.02% of thistotal, commercial &
industrial real estate represented $5,304,470 or 4.28% of thistotal, public utility tangible
represented $6,364,200 or 5.14% of this total and general tangible property represented
$10,604,150 or 8.56% of thistotal. Thevoted genera tax rate at the fisca year ended June 30,
2001 was $50.80 per $1,000.00 of assessed valuation for operations, $2.60 per $1,000.00 of
assessed valuation for permanent improvementsand $7.45 per $1,000.00 of assessed val uation
for debt service.

Real property taxes are payable annually or semi-annualy. If paid annualy, payment is due
February 12, if paid semi-annually, the first payment is due February 12 with the remainder
payable by July 30.

The Portage County Treasurer collectsrea estate property taxes on behdf of all taxing districts
within the County. The Portage County Auditor periodicaly remitsto the District its portion of
the taxes collected with final settlement in March and September. Such collections are available
to pay current period liabilities.

The Portage County Treasurer collects persona property taxeson behalf of al taxing districts
within the County. The Portage County Auditor periodicaly remitsto the District its portion of
the taxescollected with fina settlement in February and August. Such collectionsareavailable
to pay current period liabilities.

Accrued property taxes receivable represent delinquent taxes outstanding and real property,
personal property and public utility taxes, which became measurable as of June 30, 2001.
Although total property tax collections for the next fiscal year are measurable, they are not
(exclusive of advances) intended to finance current year operations. The net receivable (total
receivablelessamount availableintended to financethe current year) istherefore offset by acredit
to deferred revenue. A total of $223,348 was available to the District as an advance at June 30,
2001 and isrecorded as revenue.
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NOTE 7 - RECEIVABLES

Receivablesat June 30, 2001 consisted of taxes, accounts (billing for user charged servicesand
student fees), accrued interest, interfund loans, and intergovernmentd state and federa revenues
(tothe extent digibility requirementswere met prior to year-end). Intergovernmenta receivables
have been reported as “ Due From Other Governments’ on the combined balance sheet. Al
recelvables are consdered collectiblein full dueto the ahility to foreclose for the nonpayment of
taxes, the stable condition of State programs and the current year guarantee of federal funds.

A summary of the principal items of receivablesfollows:

Amounts

General Fund

Taxes - current and delinquent $2,947,125

Accrued interest 10,140

Accounts 8,828

Interfund loan 160,308
Special Revenue Funds

Taxes - current and delinquent 275,036

Accrued interest 223

Accounts 287

Due from other governments 30,476
Debt Service Fund

Taxes - current and delinquent 916,643
Capital Projects Funds

Taxes - current and delinquent 174,976

Accounts 147,731
Enterprise Fund

Due from other governments 10,196

Accrued interest 780
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NOTE 8- FIXED ASSETS

A summary of thechangesinthe genera fixed assetsaccount group during thefisca year follows:

Balance Balance

July 1, 2000 Increase Decrease June 30, 2001
Land/Improvements $2,487,377 $273,641 $(147,431) $2,613,587
Buildings/Improvements 3,219,751 318,862 --- 3,538,613
Furniture/Equipment 1,098,841 117,749 --- 1,216,590
Vehicles 1,144,436 57,665 (26,138) 1,175,963
Construction in Progress 0 75,551 --- 75,551
Total $7.950,405 $843.468 $(173.569) $8,620,304

A summary of the proprietary fixed assets at June 30, 2001 follows:

Furniture and equipment $70,718
Less: accumulated depreciation 43,912)
Net fixed assets $ 26.806

NOTE 9- CHANGESIN CONTRIBUTED CAPITAL

Changesin contributed capital for the year ended June 30, 2001 are summarized by source as

follows:

Food Service
Contributed capital, July 1, 2000 $15,962
Current contributions from other funds ---
Contributed capital, June 30, 2001 $15,962
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NOTE 10- CAPITALIZED LEASES - LESSEE DISCLOSURE

During fiscal 1998, the District entered into a capital lease agreement for copiers. Thislease
meets the criteria of acapital |ease as defined by FASB Statement No. 13, “ Accounting for
Leases’, which defines a capital lease generally as one which transfers benefits and risks of
ownership to thelessee at the conclusion of theleaseterm. Capital lease payments have been
reclassified and are reflected as debt service expenditures in the Combined Statement of
Revenues, Expenditures and Changesin Fund Baancesfor the governmenta fund types. These
expenditures are reflected as program/function expenditures on abudgetary basis. Generd fixed
assets acquired by lease have been capitalized in the general fixed assets account group in an
amount equal to the present vaue of the future minimum lease payments as of the date of their
inception.

A corresponding liability was recorded in the general long-term obligations account group.
Principal paymentsin the 2001 fiscal year totaled $14,284. Thisamount is reflected as debt
service principal retirement in the general fund.

The following is an analysis of the equipment under capital lease as of June 30, 2001.:

General Fixed
Assets

Copiers $70,529

Thefollowingisascheduleof thefuture minimum lease paymentsrequired under the capitd lease
and the present value of the minimum |ease payments as of June 30, 2001:

General Long-Term Obligation

Y ear Ending
June 30 Caopier
2002 $16,656
2003 11,104
Total minimum lease payments 27,760
Less: amount representing interest (1,626)
Present value of future minimum lease payments $26,134

The District does not have a capitalized |ease obligation after fiscal year 2003.
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NOTE 11 - LONG-TERM OBLIGATIONS

A. On May 3, 2001, the District issued general obligation bonds to provide funds for the
construction and renovation of the high school to house grades K-12 and the abandonment
and demoalition of the current e ementary and middle schools (hereinafter called Construction
Project”). Thesebondsaregenerd obligationsof the Digtrict for which thefull faithand credit
of the District is pledged for repayment. Accordingly, such unmatured obligations of the
District areaccounted for in the general long-term obligationsaccount group. The source of
payment is derived from a current 7.45 mills bonded debt tax levy.

These bonds represent the amount of the Construction Project that the District itself was
required to finance, in accordance with the terms of afacilities grant from the Ohio School
Facilities Commission (OSFC). OSFC will make quarterly disbursementstothe District as
the project iscompleted. Asof June 30, 2001, the total estimated cost of the Construction
Project is $25,522,356, of which OSFC will pay $14,802,967.

Inconjunctionwiththe 7.45 millswhich support the bondsissue, the District also passedin
fiscal 2001 a.5mill levy to ultimately fund the maintenance costs of the new facilities. Tax
revenue from this levy has been reported in the special revenue funds.

Thisissueiscomprised of both current interest bonds, par value $10,345,000, and capital
appreciation bonds, par value $695,000. The interest rates on the current interest bonds
rangefrom 3.45% 10 5.125%. The capital appreciation bonds mature on December 1, 2006
(effective interest 10.49%) and December 1, 2007 (effective interest 10.49%) at a
redemption price equa to 100% of the principa, plusaccrued interest to the redemption date.
The present value (as of issue date) reported in the general long-term obligations account
group at June 30, 2001 was $373,967. As of June 30, 2001, no accreted interest on the
capital appreciation bonds hasbeenincluded in the general long-term obligations account
group at June 30, 2001.

I nterest payments on the current interest bonds are due on June 1 and December 1 of each
year. The final maturity stated in the issue is December 1, 2024.
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NOTE 11 - LONG-TERM OBLIGATIONS - (Continued)

Thefollowing isaschedule of activity for fiscal 2001 on the 2000 series general obligation

bonds:
Balance Balance
July 1, 2000 Additions Reductions June 30, 2001
Current interest bonds $ 0 $10,345,000 $--- $10,345,000
Capital appreciation bonds 0 373,967 --- 373,967
Total G.O. bonds $ 0 $10,718,967 $ 0 $10,718,967

Thefollowing isasummary of the future debt service requirementsto maturity for the 2001
series genera obligation bonds:

Fiscal Current Interest Bonds Capital Appreciation Bonds
Year Ending Principal Interest Total Principal Interest Total
2002 $ --- $ 562,555 $ 562,555 $ --- $ --- $ ---
2003 300,000 514,107 814,107 --- --- ---
2004 310,000 502,733 812,733 --- --- ---
2005 320,000 490,132 810,132 --- --- ---
2006 335,000 477,032 812,032 --- --- ---
2007 - 2011 1,035,000 2,286,583 3,321,583 695,000 --- 695,000
2012 - 2016 2,365,000 1,822,251 4,187,251 --- --- ---
2017 - 2021 2,865,000 1,104,231 3,969,231 --- --- ---
2022 - 2025 2,815,000 296,868 3,111,868 --- --- ---
Total $10,345,000 $8,056,492 $18,401,492 $695.000 $ 0  $695,000
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NOTE 11 - LONG-TERM OBLIGATIONS - (Continued)

B. On December 20, 2000, and on January 18, 2001, the District issued $9,950,000 and
$769,000, respectively, in bond anticipation notes to begin the Congtruction Project under the
terms outlined by the OSFC. On May 3, 2001, these bond anticipation notes were retired
using proceeds from the Districts bond issue described in Note 11.A. In accordance with
FASB Statement No. 6, “Classification of Short-Term Obligations Expected to Be
Refinanced,” the bond anticipation noteswere classified aslong-term obligations because they
have been replaced with long-term bonds before thefinancia statements have been issued.
A summary of bond anticipation note transactionsfor the year ended June 30, 2001 follows:

Principal Principal
Outstanding Outstanding
July 1, 2000 Additions Reductions June 30, 2001
Capital Projects Funds
Bond Anticipation
Notes - 5.125% $ 0 $ 9,950,000 $ (9,950,000) $ 0
Bond Anticipation
Notes - 4.375% 0 769,000 (769.000) 0
Total $ 0 $10,719,000 $(10,719.000) $ 0

C. The District’s long-term obligations outstanding at June 30, 2001 also include energy
conservation notes. The energy conservation notes wereissued in 1994 pursuant to Section
3313.372 of the Ohio Revised Code in anticipation of energy cost savingsto be redized from
energy conservation projects under House Bill 264.

Paymentsof principa and interest relating to theseliabilities are recorded as expendituresin

the debt service fund. Unmatured obligations are accounted for in the general long-term
obligations account group.
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NOTE 11 - LONG-TERM OBLIGATIONS - (Continued)

Thefollowingisadescription of the Digtrict’ senergy conservation notesoutstanding asof June

30, 2001:
Interest Maturity Outstanding Retired Outstanding
Rate Date July 1, 2000 In 2001 June 30, 2001
Energy
conservation notes 5.15% 12/04 $92,803 $(16.745) $76,058

Thefollowingisadescription of the Didrict’ sfuture annua requirementsto amortize the energy
conservation notes outstanding:

Fiscal Principal on Interest on

Year Ending Energy Notes Energy Notes Tota
2002 $17,607 $3,464 $21,071
2003 18,514 2,534 21,048
2004 19,467 1,555 21,022
2005 20,470 527 20,997
Total $76.058 $8.080 $84,138

D. Duringtheyear ended June 30, 2001, thefollowing changes occurred in theliabilitiesreported
in the general long-term obligations account group. Compensated absences and pension
obligations will be paid from the fund in which the employee was paid.

Balance Balance

July 1, 2000 Increase Decrease June 30, 2001
General obligation bonds $ 0 $10,718967 $  --- $10,718,967
Bond anticipation notes 0 10,719,000 (10,719,000) 0
Capital lease obligation 40,418 --- (14,284) 26,134
Compensated absences 662,024 --- (82,819) 579,205
Pension obligation payable 68,959 67,134 (68,959) 67,134
Energy conservation notes 92,803 --- (16,745) 76,058
Tota $864,204 $21505101  $(10.901.807) $11.467.498
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NOTE 11 - LONG-TERM OBLIGATIONS - (Continued)
E. Legal Debt Margin

The Ohio Revised Code providesthat voted net genera obligation debt of the Digtrict shall
never exceed 9% of thetotal assessed val uation of the Didtrict. The Codefurther providesthat
unvoted indebtedness shall not exceed 1/10 of 1% of the property valuation of the Digtrict.
The effects of these debt limitations at June 30, 2001 are a voted debt margin of $1,037,101
(including available funds of $232,525) and an unvoted debt margin of $123,884.

NOTE 12 - RISK MANAGEMENT
G. Comprehensive and Health Care

The District is exposed to various risks of loss related to torts; theft of, damage to, or
destruction of assets; errorsand omissions; injuriesto employees; and natural disasters. The
Digtrict maintains comprehens veinsurance coverage with private carriersfor hedth care, red
property, building contents, vehicles and employee bonds. Vehicle policiesinclude ligbility
coverage for bodily injury and property damage. Settled claims have not exceeded
commercia coveragein any of the past threeyears. Therewasnot asignificant reductionin
coverage from the prior year.

B. Worker’s Compensation

The District participates in the Ohio School Boards Association Workers Compensation
Group Rating Program (GRP), an insurance purchasing pool (See Note 2). The GRP's
business and affairs are conducted by athree-member board of directors consisting of the
President, the President-El ect and the Immedi ate Past President of the Ohio School Boards
Association. The Executive Director of the OSBA, or hisdesignee, serves as coordinator of
the program. Each year, the participating school digtricts pay an enrollment fee to the GRPto
cover the costs of administering the program.
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NOTE 12 - RISK MANAGEMENT - (Continued)

Theintent of the GRPisto achieve the benefit of areduced premium for the Digtrict by virtue
of its grouping and representation with other participants in the GRP. The workers

compensation experience of the participating school districtsis calculated asone experience
and acommon premium rateisapplied to al school digtrictsinthe GRP. Each participant pays
itsworkers' compensation premium to the State based on therate for the GRP rather than its
individud rate. Total savingsarethen ca culated and each participant’ sindividua performance
is compared to the overall savings percentage of the GRP. A participant will then either
receive money from or be required to contribute to the * Equity Pooling Fund”. This*equity
pooling” arrangement insuresthat each participant sharesequaly in the overal performance
of the GRP. Participation inthe GRP islimited to school districts that can meet the GRP's
section criteria. Thefirm of GatesMcDonald & Co. provides administrative, cost control
and actuarid servicesto the GRP. Each year, the Ditrict pays an enrollment feeto the GRP
to cover the costs of administering the program.

NOTE 13- SEGMENT INFORMATION - ENTERPRISE FUND

The Didrict maintains one enterprise fund to account for the operations of food service. Segment
informationisnot required asactivity for thisfund can betraced directly to thefinancid statements.
The enterprise fund had $843 in encumbrances outstanding at June 30, 2001.

NOTE 14 - DEFINED BENEFIT PENSION PLANS
A. School Employees Retirement System

The Didrict contributes to the School Employees Retirement System of Ohio (SERS), acost-
sharing, multiple-employer defined benefit penson plan administered by the School Employees
Retirement Board. SERS providesretirement and disability benefits, annual cost-of-living
adjustments, and degth benefitsto plan membersand beneficiaries. Authority to establish and
amend benefitsis provided by Chapter 3309 of the Ohio Revised Code. SERS issuesa
publicly available, sand-alonefinancia report that includes financia statements and required
supplementary information. Thereport may be obtained by writing to the School Employees
Retirement System, 45 North Fourth Street, Columbus, Ohio 43215-3634, or by calling (614)
222-5853.
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NOTE 14 - DEFINED BENEFIT PENSION PLANS - (Continued)

Plan membersarerequired to contribute 9% of their annua covered sdlary and the Didtrictis
required to contribute 14% for 2001; 5.55% was the portion to fund pension obligations. The
contribution rates are determined actuarially. The adequacy of the contribution ratesis
determined annudly. TheDigtrict’ srequired contributionsfor pension obligationsto SERSfor
thefiscal yearsended June 30, 2001, 2000, and 1999 were $59,940, $66,169, and $88,624,
respectively; 40.74% hasbeen contributed for fiscal year 2001 and 100% for thefiscal years
2000 and 1999. $100,039, representing the unpaid contribution for fiscal year 2001, is
recorded asaliability withintherespective fundsand the generd long-term obligationsaccount

group.
H. State TeachersRetirement System

The Didtrict contributesto the State Teachers Retirement System of Ohio (STRS), a cost-
sharing, multiple-employer defined benefit pension plan administered by the State Teachers
Retirement Board. STRS providesretirement and disability benefits, annual cost-of-living
adjustments, and death and survivor benefitsto plan members and beneficiaries. Authority to
establish and amend benefitsis provided by Chapter 3307 of the Ohio Revised Code. STRS
issuesapublicly available, stand-alonefinancia report that includesfinancial statementsand
required supplementary information. The report may be obtained by writing to the State
Teachers Retirement System, 275 East Broad Street, Columbus, Ohio 43215-3771, or by
caling (614) 227-4090.

Plan membersare required to contribute 9.3% of their annua covered sdlary and the Ditrict
is required to contribute 14%; 9.5% was the portion used to fund pension obligations.
Contribution rates are established by the State Teachers Retirement Board, upon
recommendation of itsconsulting actuary, not to exceed statutory maximum rates of 10%for
membersand 14%for employers. TheDidgtrict’ srequired contributionsfor pension obligations
to STRS for the fiscal years ended June 30, 2001, 2000, and 1999 were $384,194,
$775,054, and 460,552, respectively; 82.37% has been contributed for fiscd year 2001 and
100% for the fiscal years 2000 and 1999. $99,808, representing the unpaid contribution for
fiscal year 2001, is recorded as aliability within the respective funds.
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NOTE 14 - DEFINED BENEFIT PENSION PLANS - (Continued)
|. Social Security System

Effective July 1, 1991, al employees not otherwise covered by the SERS or the STRS have
an option to choose Socia Security or the SERS/STRS. The Board' s liability is 6.2% of
wages paid.

NOTE 15- POSTEMPLOYMENT BENEFITS

TheDidtrict provides comprehens ve hedth care benefitsto retired teachersand their dependents
through the STRS, and to retired non-certified employees and their dependents through the SERS.
Bendfitsinclude hospitdization, physcians fees, prescription drugs, and reimbursement of monthly
Medicare premiums. Benefit provisions and the obligationsto contribute are established by the
Systems based on authority granted by State statute. Both systems are funded on a pay-as-you-
go-basis.

Pursuant to the Revised Code, the State Teachers Retirement Board has discretionary authority
over how much, if any, of the hedlth care costswill be absorbed by STRS. Most benefit recipients
pay aportion of the health care cost in the form of amonthly premium. By Ohio law, the cost of
coverage paid from STRSfunds shdl beincluded intheemployer contribution rate, currently 14%
of covered payroll. The Retirement Board allocatesemployer contributionsto the Health Care
Reserve Fund from which hedlth care benefitsare paid. For thisfisca year, the Board alocated
employer contributions equal to 4.5% of covered payroll to the Hedlth Care Reserve Fund. For
the District, this amount equaled $181,979 during fiscal 2001.

The balancein the Hedlth Care Reserve Fund was $3.419 billion at June 30, 2000 (the latest
information available). For the year ended June 30, 2000 (the latest information available), net
health care costs paid by STRS were $283.137 million and STRS had 99,011 €ligible benefit
recipients statewide.

The Ohio Revised Code gives SERS the discretionary authority to provide postretirement health
careto retirees and their dependents. Coverage is madeavailableto service retireeswith 10 or
moreyearsof quaifying service credit, disability and survivor benefit recipients. Membersretiring
on or after August 1, 1989, with lessthan 25 years of service credit must pay a portion of their
premium for hedlth care. The portion isbased on years of service up to amaximum of 75% of the
premium.
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NOTE 15- POSTEMPLOYMENT BENEFITS

After the allocation for basic benefits, the remainder of the employer’s 14% contribution is
allocated to providing health care benefits. For thisfiscal year, employer contributionsto fund
hedlth care benefitswere 8.45% of covered payroll. Inaddition, SERS|eviesasurchargeto fund
hedlth care benefitsequa to 14% of the difference between aminimum pay and themember’ spay,
pro-rated for partial service credit. For fiscal year 2000 (the latest information available), the
minimum pay has been established at $12,400. The surcharge, added to the unallocated portion
of the 14% employer contribution rate, providesfor maintenance of the asset target level for the
health care fund.

Thetarget leve for the health carereserveis 150% of annual health care expenses. Expensesfor
hedlth care at June 30, 2000 (the latest information available), were $140,696,340 and the target
level was $211.0 million. At June 30, 2000 (thelatest information available), SERShad net assets
availablefor payment of health care benefits of $252.3 million and SERS had approximately
50,000 partici pants statewide receiving health care benefits. For the Digtrict, the amount to fund
health care benefits, including surcharge, equaled $108,877 during the 2001 fiscal year.

NOTE 16 - OTHER EMPLOYEE BENEFITS - COMPENSATED ABSENCES

The criteria for determining vacation and sick leave benefits are derived from negotiated
agreementsand State laws. Classified employeesworking 11 or 12 monthsper year are entitled
to anannud vacation, with pay, based onlength of serviceinthe Didtrict. Vacationsmust betaken
within two years of the time earned. Accumulated unused vacation timeis paid to classified
employees upon termination of employment. Teachersand adminigtrators working fewer than 10
months per year do not earn vacation time.
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NOTE 16 - OTHER EMPLOYEE BENEFITS - COMPENSATED ABSENCES - (Continued)

Teachers, adminigtrators and classfied employees earn sick leave @ the rate of one and one-fourth
days per month. Sick leave may be accumulated for an unlimited number of days. For certified
and classified employees, payment is made at retirement for accumulated sick leave and is
determined by taking 30% timesthe employee' s accumulated sick leave balance up to 55 daysfor
building secretariesand 70 daysfor classified and certified employeestimestheemployee sdaily
rate at termination. The amount of accumulated vacation and sick leave of employees paid from
governmenta funds that meets the digibility requirements has been recorded in the appropriate
governmenta fund asacurrent ligbility to the extent that the amountsare expected to be paid using
expendable available financia resources. The balance of the liability isrecorded in the genera
long-term obligationsaccount group. V acation and sick leave for employeespaid from proprietary
fundsis recorded as an expense and liability of the fund when earned.

NOTE 17 - BUDGETARY BASISOF ACCOUNTING

Whilereporting financial position, results of operations, and changesin fund balanceisdoneon a
GAAP basis, the budgetary basis, as provided by law, is based upon accounting for certain
transactions on a basis of cash receipts and disbursements.

The Combined Statement of Revenue, Expenditures, and Changesin Fund Baances - Budget and
Actua Comparison (Non-GAAP Budgetary Basis) - All Governmenta Fund Typesis presented
on the budgetary basisto provide ameaningful comparison of actud resultswith the budget. The
major differences between the budget basis and the GAAP basis are that:

(& Revenues are recorded when received in cash (budget basis) as opposed to when
susceptible to accrua (GAAP basis);

(b) Expendituresarerecorded when paid in cash (budget basis) as opposed to when the liability
isincurred (GAAP basis);

() Inorder to determine compliance with Ohio law, and to reservethat portion of the gpplicable
gppropriation, encumbrances arerecorded asthe equivaent of an expenditure (budget basis)
as opposed to areservation of fund balance for governmental funds (GAAP basis).

(d) Advances are reported on the operating statement (budget basis) rather than as balance
sheet transactions (GAAP basis).



WATERLOO LOCAL SCHOOL DISTRICT
PORTAGE COUNTY, OHIO

NOTES TO GENERAL PURPOSE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2001

NOTE 17 - BUDGETARY BASISOF ACCOUNTING - (Continued)

The adjustments necessary to convert the results of operationsfor the year on the budget basisto
the GAAP basis for the governmental funds are as follows:

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

Governmenta Fund Types

Specid Debt Capital
General Revenue Service Projects

Budget basis $(254,403) $(32,833) $180,797 $10,764,351
Net adjustment for

revenue accruals 53,298 17,009 49,774 148,982
Net adjustment for

expenditure accruals 10,953 1,132 --- (1,814)
Net adjustment for other

financing sources (uses) 43,841 71,954 --- (133,810)
Encumbrances

(budget basis) 372,270 45,881 --- 285,530
GAAP basis $ 225,959 $103,143 $230,571 $11.063.239
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WATERLOO LOCAL SCHOOL DISTRICT
PORTAGE COUNTY, OHIO

NOTES TO GENERAL PURPOSE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2001

NOTE 18 - CONTINGENCIES
A. Grants

The Didtrict receives significant financia assstance from numerousfedera, state and local
agenciesintheform of grants. The disbursement of funds received under these programs
generdly requires compliance with termsand conditions specified in the grant agreementsand
issubject to audit by the grantor agencies. Any disalowed claimsresulting from such audits
could becomealiahility of thegenerd fund or other gpplicablefunds. However, intheopinion
of management, any such disallowed claimswill not have amateria effect on any of the
financia statementsof theindividual fund typesincluded herein or on the overal financia
position of the District at June 30, 2001.

B. Litigation

Thereisno current litigation pending, which would have amaterial effect on thefinancial
Statements.

C. State School Funding Decision

On September 6, 2001, the Ohio Supreme Court issued itslatest opinion regarding the State' s
school funding plan. The decision identified aspects of the current plan that require
modification if the plan isto be considered constitutional, including:

* A changeintheschool districtsthat are used asthebasisfor determining the base cost
support amount. Any changein the amount of fundsdistributed to school districtsasa
result of this change must be retroactiveto July 1, 2001, dthough atimelinefor digtribution
is not specified.

»  Fully funding parity aid no later than the beginning of fisca year 2004 rather than fiscd year
2006.

The Supreme Court relinquished jurisdiction over the case based on anticipated compliance
with its order.
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WATERLOO LOCAL SCHOOL DISTRICT
PORTAGE COUNTY, OHIO

NOTES TO GENERAL PURPOSE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2001

NOTE 18 - CONTINGENCIES - (Continued)

Ingenerd, it isexpected that the decison would result in anincreasein State funding for most
Ohio school districts. However, as of January 9, 2002, the Ohio General Assembly isstill
analyzing theimpact this Supreme Court decision will have on funding for individua school
digtricts. Further, the State of Ohio, inamotion filed September 17, 2001, asked the Court
to reconsider and clarify the parts of the decision changing the school digtrictsthat are used as
the basisfor determining the base cost support amount and the requirement that changes be
made retroactive to July 1, 2001.

OnNovember 2, 2001, the Court granted thismotion for reconsideration. The Court may re-
examine and redetermine any issue upon such reconsideration.

Asof thedate of thesefinancia statements, the Didtrict isunableto determinethe effect, if any,
thisdecision and the reconsideration will have on itsfuture State funding and onitsfinancial
operations.

NOTE 19- STATUTORY RESERVES
The Didrict isrequired by State law to set-aside certain genera fund revenue amounts, as defined

by Statute, into various reserves. These reserves are calculated and presented on a cash basis.
During the fiscal year ended June 30, 2001, the reserve activity was as follows:

Capital Budget
Textbooks Acquisition  Stabilization
Set-aside cash balance as of June 30, 2000 $ (41,938) $ 0 $ 150,724
Current year set-aside requirement 180,388 180,388 ---
Elimination of budget stabilization reserve --- --- (150,724)
Current year offsets --- (188,435) ---
Qualifying disbursements (226,014) (7,524) ---
Tota $ (87.564) $ (15571) $ 0
Cash balance carried forward to FY 2002 $ (87.564) $ 0 $ 0
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WATERLOO LOCAL SCHOOL DISTRICT
PORTAGE COUNTY, OHIO

NOTES TO GENERAL PURPOSE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2001

NOTE 19- STATUTORY RESERVES - (Continued)

Effective April 10, 2001, Am. Sub. Senate Bill 345 amended ORC Section 5705.29 effectively
eliminating the requirement for the Didtrict to establish and maintain abudget stabilization reserve.
As of June 30, 2001, the School Board has not taken action to designate these funds for a specific
use. Moniesrepresenting BWC refunds that were received prior to April 10, 2001, have been
shown as a restricted asset and reserved fund balance in the general fund since allowable
expendituresareredricted by Statestatute. All remaining monies previoudy reported inthe budget
stabilization reserve are now reported as unreserved and undesignated fund balancein the generd
fund. The Digtrict isstill required by state law to maintain the textbook reserve and capital
acquisition reserve.

Althoughthe Digtrict had offsets and qualifying disbursements during the year that reduced the set-
aside amount bel ow zero for the capital acquisition reserve, thisextraamount may not be used to
reducethe set-aside requirement for futureyears. Thenegativeamount isthereforenot presented
as being carried forward to the next fiscal year.

A schedule of the restricted assets at June 30, 2001 follows:

Amount restricted for BWC refunds $38,202
Total restricted assets 8,202

NOTE 20- CONTRACTUAL COMMITMENTS

On February 8, 2001, the District entered into acontract with Professional Design Servicesfor
architectural needs relating to the Ohio School Facilities Commission construction project
described in Note 11.A. The contract obligates the District to pay Professional Design Services
6.5% of the overall construction budget. Asof June 30, 2001, the District had paid $64,115in
accordance with the contract.
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GARY B. FINK & ASSOCIATES, INC,

CERTIFIED PUBLIC ACCOUNTANTS
121 College Street

Wadsworth, Ohio 44281

330/336-1706 Fax 330/334-5118

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

Board of Education
Waterloo Local School District
1464 Industry Road
Atwater, OH 44201

We have audited the general purpose financial statements of the Waterloo Local School District (the
District), as of and for the year ended June 30, 2001, and have issued our report thereon dated January 9,
2002. As discussed in Note 3A to the general purpose financial statements, the District adopted
Governmental Accounting Standards Board Statement No. 33 as of and for the year ended June 30, 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 general purpose 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 general purpose 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. However, we noted a certain immaterial instance of noncompliance
that we have reported to management of the District in a separate letter dated January 9, 2002.

Lc Ic o :

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 general purpose
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
general purpose 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 operations that we consider to be material weaknesses.
However, we noted a matter involving the internal control over financial reporting that we have reported to
management of the District in a separate letter dated January 9, 2002.
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REPORT ON COMPLIANCE AND ON INTERNAL CONTROL OVER FINANCIAL
REPORTING BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS (continued)

This report is intended solely for the information and use of management, the Board of Education 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.

DB\

-
GARY B. FINK & ASSOCIATES, INC.

Certified Public Accountants
January 9, 2002
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GARY B. FINK & ASSOCIATES, INC,

CERTIFIED PUBLIC ACCOUNTANTS
121 College Street

Wadsworth, Ohio 44281

330/336-1706 Fax 330/334-5118

REPORT ON COMPLIANCE WITH REQUIREMENTS APPLICABLE TO
EACH MAJOR PROGRAM AND INTERNAL CONTROL OVER COMPLIANCE
IN ACCORDANCE WITH OMB CIRCULAR A-133

Board of Education
Waterloo Local School District
1464 Industry Road
Atwater, OH 44201

Compliance

We have audited the compliance of the Waterloo Local School District (the District) with the types of
compliance requirements described in the U.S. Office of Management and Budget (OMB) Circular A-133
Compliance Supplement that are applicable to each of 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 each of 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 a
major federal program 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 Waterloo Local School District complied, in all material respects, with the requirements
referred to above that are applicable to each of its major federal programs for the year ended June 30, 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 (continued)

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 a major federal program 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 a major federal program 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 compliance and its operation that we consider to be material weaknesses.
However, we noted a matter involving the internal control over compliance that we have reported to
management of the District in a separate letter dated January 9, 2002.

This report is intended solely for the information and use of management, the Board of Education 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.

B\l

—
GARY B. FINK & ASSOCIATES, INC.
Certified Public Accountants
January 9, 2002

42



Waterloo L ocal School District
Schedule of Expenditures of Federal Awards
For the Year Ended June 30, 2001

Federal Grantor/ Federa Pass-Through

Pass-Through Grantor/ CFDA Identifying Entity

Program Title Number Number Receipts Disbursements

U.S. Department of Agriculture

Passed Through Ohio Department of Education:

Child Nutrition Cluster:

Food Distribution 10.550 $30,121 $23,834

School Breakfast Program 10.553 7,596 7,596

National School Lunch Program 10.555 69,397 69,397

Total U.S. Department of Agriculture - Child Nutrition Cluster 107,114 100,827

U.S. Department of Education

Passed Through Ohio Department of Education:

Eisenhower Professional Development State Grants 84.281 049247-MS-S1-2001 4,730 0

Innovative Education Program Strategies (ESEA Title V1) 84.298 049247-C2-S1-2001 7,776 880

Innovative Education Program Strategies (ESEA Title VI) 84.298 049247-C2-S1-2000 5,489 6,632
Total Innovative Education Program Strategies 13,265 7,512

Title| Grantsto Local Educational Agencies 84.010 049247-C1-S1-2001 116,458 102,961

Title| Grantsto Local Educational Agencies 84.010 049247-C1-S1-2000 0 29,069
Total Titlel 116,458 132,030

Safe and Drug-Free Schools and Communities - State Grants 84.186 049247-DR-S1-2001 6,515 3,126

Safe and Drug-Free Schools and Communities - State Grants 84.186 049247-DR-S1-2000 2,236 3,268
Total Safe and Drug-Free Schools 8,751 6,394

Class Size Reduction (Title VI-R) 84.340 049247-CR-S1-2001 18,812 16,323

Class Size Reduction (Title VI-R) 84.340 049247-CR-S1-2000 7,384 11,925
Total Class Size Reduction 26,196 28,248

Specia Education Cluster:

Special Education - Grants to States (Title VI-B Flow-Thru) 84.027 049247-6B-SF-2001P 96,212 87,837

Special Education - Grants to States (Title VI-B Flow-Thru) 84.027 049247-6B-SF-2000P 6,230 10,657
Total Special Education Cluster 102,442 98,494

Total U.S. Department of Education 271,842 272,678

Total Federal Assistance $378,956 $373,505

The notes to this Schedule are an integral part of this Schedule.
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WATERLOO LOCAL SCHOOL DISTRICT
NOTES TO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

FOR THE YEAR ENDED JUNE 30, 2001

NOTE A - SIGNIFICANT ACCOUNTING POLICIES

The accompanying Schedule of Expenditures of Federal Awards is a summary of the activity of the
District’s federal award programs. The Schedule has been prepared on the cash basis of accounting.
The information in the Schedule is presented in accordance with the requirements of OMB Circular
A-133, Audits of States, Local Governments and Non-Profit Organizations. Therefore, some
amounts presented in the Schedule may differ from amounts presented in, or used in the preparation
of, the general purpose financial statements.

NOTE B - FOOD DISTRIBUTION
Nonmonetary assistance is reported in the schedule at the fair market value of the commodities

received and disbursed. Monies are commingled with State grants. It is assumed federal monies are
expended first. At June 30, 2001, the District had no significant food commodities in inventory.
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WATERLOO LOCAL SCHOOL DISTRICT

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

OMB CIRCULAR A-133 §505

1. SUMMARY OF AUDITOR’S RESULTS

FOR THE YEAR ENDED JUNE 30, 2001

(A

Type of auditor’s report issued
on the general purpose
financial statements

Unqualified Opinion

(d)(1)(ii)

Were there any material
weaknesses in internal control
reported at the general
purpose financial statement
level?

No

(d)(1)(i)

Were there any other
reportable conditions in
internal control reported at the
general purpose financial
statement level?

No

(d)(I)(ii)

Was there any material
noncompliance reported at the
general purpose financial
statement level?

(d)(D(v)

Were there any material
weaknesses in internal control
Over major programs
reported?

No

(d)(D)(Ev)

Were there any other
reportable conditions in
internal control over major
programs reported?

No

(d(DV)

Type of auditor’s report issued
on compliance for major
programs

Unqualified Opinion

(d)(D)(vi)

Were there any reportable
audit findings under §510?
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WATERLOO LOCAL SCHOOL DISTRICT

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
OMB CIRCULAR A-133 §505

FOR THE YEAR ENDED JUNE 30, 2001
(CONTINUED)

(d)(1)(vii) Major Programs: Title I Grants to Local
Educational Agencies, CFDA
#84.010 and Special
Education Cluster: Special
Education — Grants to States
(Title VI-B Flow-Thru),
CFDA #84.027

(d)(1)(viii) Dollar Threshold: Type A/B Type A: > $300,000
Programs Type B: all others

(d)(1)(ix) Low Risk Auditee? No

FINDINGS RELATED TO THE FINANCIAL STATEMENTS REQUIRED TO BE
REPORTED IN ACCORDANCE WITH GAGAS

None
FINDINGS AND QUESTIONED COSTS FOR FEDERAL AWARDS

None
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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

WATERLOO LOCAL SCHOOL DISTRICT

PORTAGE 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
APRIL 9, 2002
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