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Auditor of State
Betty Montgomery

INDEPENDENT ACCOUNTANTS’ REPORT

Lowellville Local School District
Mahoning County

52 Rocket Place

Lowellville, Ohio 44436

To the Board of Education:

We have audited the accompanying general-purpose financial statements of the Lowellville Local School
District, Mahoning County, (the District) as of and for the years ended June 30, 2001 and 2000 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.

Except as discussed in the following three paragraphs, 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 financial statements are free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our audit provides a reasonable
basis for our opinion.

For the years ended June 30, 2001 and 2000, we were unable to obtain sufficient evidential matter
supporting the amounts reported as fixed assets in the General Fixed Asset Account Group (100% of
assets) and the proprietary fund types (56% of assets), and the related depreciation expense in the
propriety fund types (3% of expenses).

For the years ended June 30, 2001 and 2000, we were unable to satisfy ourselves regarding outstanding
encumbrances and/or unrecorded encumbrances for all fund types.

For the years ended June 30, 2001 and 2000, we were unable to obtain sufficient evidential matter
supporting the financial activities of the Student Activities, nor were we able to satisfy ourselves as to those
financial activities by other auditing procedures. Student Activities represent 100% of the reported Agency
Fund Type assets and liabilities.

In our opinion, except for the effects of such adjustment, if any, as might have been determined to be
necessary had fixed assets and depreciation, student activities, and the outstanding encumbrances and /or
unrecorded encumbrances in all fund types been susceptible to satisfactory audit tests, the general-
purpose financial statements referred to above present fairly, in all material respects, the financial position
of the Lowellville Local School District, Mahoning County, as of June 30, 2001and 2000, and the results of
its operations and the cash flows of its proprietary fund types for the years then ended in conformity with
accounting principles generally accepted in the United States of America.

Voinovich Government Center / 242 Federal Plaza W. / Suite 302 / Youngstown, OH 44503
Telephone: (330) 797-9900 (800) 443-9271 Fax: (330) 797-9949
www.auditor.state.oh.us
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In accordance with Government Auditing Standards, we have also issued our report dated June 15, 2004 on
our consideration of the District’s internal control over financial reporting and our tests of its compliance with
certain provisions of laws, regulations and contracts. 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.

Tt hamtgmeny

Betty Montgomery
Auditor of State

June 15, 2004



panunuo--

AINIWFLVLS SIHL 40 1dVd TVIOILINI NV 4V SINFNILVLS TVIONVNIH 3SOddNd TVHINTD IHL OL SF1LON IHL

126'62€'ST$ 188'06€'C$ 0,6'C€0'C$ 025'ce$ 6£9'7ES 856'08¢'8$ 8£0'9T¢€$ 9¢.'vees 6.T°,70°C$
9zv'ere'e 9zv'eve'e
SGY'LYT GSY VTS
08T'v¥0°C 0.6'c€0°C$ 0TZ'TT
668'Ct 668'CY
86.'8E 86.'8E
8zey 8ee'y )
L1678 L1678
€80'GTS'C 1SS LEE'86Y'C 68197
GT6'0C GT6'0C
cer'reEe'T €85'89T 6¢5'9T 02g'6v0'T
82v'€56'9$ 025'ce$ 7vS'8T$ 90.'T9.'6$ GSY' VTS 8T0'C6T$ G8T'T08$

(Ajuo suonebijgo S195SY Aouaby asudiaug s1o8loud ERTINENS anuanay [EIENEDR)
WINPUBIOWSIIA) wa | -buo paxi4 [ended 198 |e1oads

le101 [ISIENEL) [TENED)

sdnoJo JunoJoYy adA) pun4 adA] pun4 sadA | pund [ejusWIUIBA0D
Aseronpi Areyanidoud

T00Z ‘0€ INNC
SdNOYO LNNOJJV ANV S3dAL ANNG TV

133HS 30NV1vd daNIgNOD

OIHO ‘ALNNOD ONINOHVIN
10141S1d TOOHDJS VOO T AT HATIIMO

" s11gap Jay10 pue siasse [e10 |

" suonebijqo wisl-buoj [essush
10 JUsWaINaL oy papinoid aq 01 JUNOWY
"' ' puny 901AJSS 1gap Ul 9]ge[IeAR JUNOWY
'S1193d ¥3HL0

©+ (9)geondde
aJaym uone1daldap pale|nwinade Jo
18u) Juswdinba pue jue|d ‘Ausdoid
R * SJuafeAInba yseo
pue ysea pajood ur Ainb3
:S19SSe PaIdLIsay
"9]qeAI823) URO| punjiaju|
" Alowaaul saijddns pue sjeLiale|n
© Tt spuny Jaylo wolg ang
" SjUsWIUIBA0B Jaylo woly ang
: © T 1S9J9)Ul panJodY
* juanbuljap 7@ Ua.1INJ - Saxe |
:(se]qnosjjooun Jo
S9OUBMO||® JO 18U) S3|CeAladay
e ‘SjusfeAInba ysea
pue yseo pajood ur Ayinb3
‘S13SSV

S1193d 43H10 ANV S13SSV



ININILVLS SIHL 40 L4Vd TVHOILNI NV 34V SININTLVLS TVIONVNIH 3ISOddNd TvHINTO IHL OL SI1ON IHL

126'62€'ST$ 188°06€'C$ 0,6'2€0°C$ 0cs'ces 6€9'7E$ 856'08¢'8$ 8€0'9T€$ 9eL'vees 6.T°LT0C$
965'6.5'8 0.6'2€0°C 62'ST ¥8L'%9L'S GSY'LYT GST'LY €08'TLS
G8Z'66T'9 G0.L'TL9'S 6vI'Cy TEV'S8Y
¥81'¢¢ ¥81'¢e
GTL'0¢ GTL'0C
SSY' YT SisiAas
8GS'TVT 6.0°€6 900'S ELV'EY
62i'ST 62v'ST
0/6'2€0'C 0/6'2€0'2$
G2€'0S.L'9 188'06€'C 025'ze 0TZ'6T v.T'915'C €85'89T T8G'LLT 9/€'SYi'T
000°0L 0000
000'92T'C 000'92T'C
025'ee 0zs'ces . .
1168 €6V TT 78¥ €L
6VT'6GL'E LV8'E 189'705'C$ €8G'89T$ 8TLCE 02e'670'T
€90'/8 8v¥'se €91, eLL'Yy 089'6Y
86.'8€ 86.'8¢
T92'18T €EV'69TS 02e's 8099
286'69€ 086'c$ vee'le 89.'6€€$
§/S% G/9$

(Aluo suonebigo S1assy Aouaby asudiaug s199(01d ERTINENS anuanay [EIENED)
WINPURIOWAIN) wia | -buo paxi4 lende) 108 |e1oads

le101 ENEL) IENEL)

sdnolo Junody adA1 pun4 adA] pun4 sadA1 pun4 [eIUBWIUIBA0D
Areronpi4 Areialidoud

(@3NNILNOD) SdN0YD LNNOJIV ANV SIJAL ANNL TV
133HS 30NV1vd d3aNIgNOD
OIHO ‘ALNNOD ONINOHVIN

1002 '0€ ANNC

10141S1d TOOHJS TvOOT ATITATIAMOT

" S)1paJo Jaylo pue A1inba ‘sanijiqel| [e10 1

*S}IpaJd Jayio pue A1nba |e10 1

** * pareubisapun-panissalun
spunyal DANG J0J panIasay
saseyaind snq [00Ys Jo) panlasay
: " *901AJ8S 10op 0} panlasey
' $90URIQUINIUS 10} PAAIASDY
:s90UBRq pUN4
©tt 'paAlasalun
:sBurutes paurelay
'S19sse paxiy [elauab ul JuswiIsanu|
'S11d3¥0 ¥3IHLO ANV ALINO3

san|idel] el

" 9|qeAed spuoq uoneAlasuod Abiaug

" a|qeAed spuoq uoiebigqo [elsuss
e ‘SjuspnIs 01 ang
' 'spuny Jayio 0} ang

"anuaAal pallayeQ
a|qeAed uonebijqo uoisuad
"3]qeAed ueo| punyiaiu]
9)qeAed saouasqe paresuadwo)

Ct ot g)iyauaq pue sabem paniooy

3]qeAed sjuno2dYy
SALLIgviIi

S11d34d 43HL1O ANV
ALINO3 's3lLITIgVIN



LOWELLVILLE LOCAL SCHOOL DISTRICT

MAHONING COUNTY, OHIO
COMBINED STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCES
ALL GOVERNMENTAL FUND TYPES
FOR THE FISCAL YEAR ENDED JUNE 30, 2001

Revenues:
From local sources:

Taxes . . . ..
Earnings on investments . . . . . ... ..
Extracurricular . . . . . ... ... ...
Other local revenues . . . . . ... ....
Intergovernmental - State. . . . . ... ...
Intergovernmental - Federal . . . . . .. ..

Total revenue. . . . . ... ... .....

Expenditures:
Current:
Instruction:

Regular. . . ... .............
Special . . . ... ...
Other. ... ................

Support services:

Pupil . ... ... .. ..
Instructional staff. . . . ... ... ....
Board of Education. . . . . ... ... ..
Administration. . . . ... ... ... ..
Fiscal . . . . ................
Operations and maintenance . . . . . . . .
Pupil transportation. . . . . ... ... ..
Central . ... ...............
Extracurricular activities. . . . . ... ...
Facilities acquisition and construction. . . .

Debt service:

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

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

Excess (deficiency) of revenues

over (under) expenditures. . . . ... ..

Other financing sources (uses):

Operating transfersin. . . . . ... ...
Operating transfersout . . . . ... ...
Proceeds from the sale of bonds. . . . . .

Premium and accrued interest on

bondssold. . ... ...........

Total other financing sources (uses) . . . .

Excess (deficiency) of revenues and
other financing sources over (under)

expenditures and other financing uses. . .

Fund balances, July1. . . . .. ... ... ..
Fund balances, June30. . . . ... ... ...

Governmental Fund Types

Total
Special Debt Capital (Memorandum
General Revenue Service Projects Only)

$967,643 $169 $137,327 $13,156 $1,118,295
104,810 153,743 258,553
88,585 88,585

13,582 21,136 34,718
2,395,213 111,127 14,874 3,378,714 5,899,928
179,760 179,760

3,481,248 400,777 152,201 3,545,613 7,579,839
1,828,935 127,747 1,956,682
76,939 175,972 252,911
2,357 2,357

77,872 22,604 100,476
76,689 6,565 83,254
17,050 17,050
391,470 35,866 427,336
201,938 1,416 3,182 206,536
344,251 5 260,448 604,704
119,538 10,707 130,245
34,179 584 21,289 56,052
101,027 83,807 184,834
527,496 527,496

2,126,000 2,126,000

71,074 77,423 148,497

38,885 38,885

3,269,888 467,630 74,256 3,051,541 6,863,315
211,360 (66,853) 77,945 494,072 716,524
49,902 38,857 3,693 800,000 892,452
(822,716) (42,251) (27,543) (892,510)
2,126,000 2,126,000

43,730 43,730

(772,814) (3,394) 3,693 2,942,187 2,169,672
(561,454) (70,247) 81,638 3,436,259 2,886,196
1,133,257 117,402 65,817 2,328,525 3,645,001
$571,803 $47,155 $147,455 $5,764,784 $6,531,197

THE NOTES TO THE GENERAL PURPOSE FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THIS STATEMENT
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LOWELLVILLE LOCAL SCHOOL DISTRICT

MAHONING COUNTY, OHIO
COMBINED STATEMENT OF REVENUES, EXPENSES
AND CHANGES IN RETAINED EARNINGS
PROPRIETARY FUND TYPE
FOR THE FISCAL YEAR ENDED JUNE 30, 2001

Proprietary

Fund Type
Enterprise
Operating revenues:
Tuitionandfees. . . . ... .. ... .. .... $375
Sales/charges forservice . . . . .. ... .... 95,622
Total operating revenues. . . . . ... ... .. 95,997
Operating expenses:
Personal services. . .. . . .. ... ... .... 74,359
Contractservices . . . . . ... ... ... ... 761
Materials and supplies. . . . . . ... ... ... 101,202
Other operating expense. . . . . . . . ... ... 317
Depreciation. . . . . .. ... .. ... .. 51
Total operating expenses . . . . . . ... ... 176,690
Operatingloss. . . . . .............. (80,693)
Nonoperating revenues:
Operatinggrants . . . . ... ... ....... 46,593
Federal commodities . . . . . . ... ... ... 23,425
Total nonoperating revenues . . . . . ... .. 70,018
Net loss before
operating transfers. . . . . . ... ... ... (10,675)
Operating transfersin. . . . . ... ... .. 58
Netloss. . ... ................ (10,617)
Retained earningsatJuly 1 . . . ... ... ... 26,046
Retained earningsatJune 30. . . . . . ... ... $15,429

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



LOWELLVILLE LOCAL SCHOOL DISTRICT

MAHONING COUNTY, OHIO
COMBINED STATEMENT OF CASH FLOWS
PROPRIETARY FUND TYPE
FOR THE FISCAL YEAR ENDED JUNE 30, 2001

Proprietary
Fund Type
Enterprise
Cash flows from operating activities:
Cash received from tuitionand fees . . . . . . .. .. $375
Cash received from sales/service charges . . . . . . . 95,622
Cash payments for personal services. . . . . ... .. (78,083)
Cash payments for contract services. . . . . . . . .. (761)
Cash payments for materials and supplies. . . . . . . (78,020)
Cash payments for other expenses. . . . . ... ... (317)
Net cash used in
operating activities . . . . ... ... ... ... (61,184)
Cash flows from noncapital financing activities:
Cash received from operating grants. . . . . . . ... 59,151
Cash received from operating transferin. . . . . . . . 58
Net cash provided by noncapital
financing activities . . . . .. ... ... ... .. 59,209
Cash flows from capital and related
financing activities:
Acquisition of capital assets. . . . .. ... ... .. (510)
Net cash used in capital and related
financing activities. . . . . .. ... .. ... .. (510)
Net decrease in
cashand cashequivalents. . . . ... ... ..... (2,485)
Cash and cash equivalents at beginning of year . . . . 21,029
Cash and cash equivalents at end of year. . . . . . . . $18,544

Reconciliation of operating loss to
net cash used in operating activities:
Operatingloss. . . . ... .............. ($80,693)
Adjustments to reconcile operating loss
to net cash used in operating activities:

Depreciation. . . . ... ... ... ... . ... 51
Federal donated commodities . . . . . ... .. .. 23,425
Changes in assets and liabilities:
Increase in materials and supplies inventory. . . . (3,836)
Decrease in accrued wages and benefits. . . . . . (1,454)
Increase in compensated absences payable. . . . . 155
Decrease in pension obligation payable . . . . . . (2,425)
Increase in deferred revenue . . . . . .. ... .. 3,593

Net cash used in

operating activities . . . .. ... ... .. ... .. ($61,184)

THE NOTES TO THE GENERAL PURPOSE FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THIS STATEMENT
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LOWELLVILLE LOCAL SCHOOL DISTRICT

MAHONING COUNTY, OHIO
COMBINED STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCES
ALL GOVERNMENTAL FUND TYPES

FOR THE FISCAL YEAR ENDED JUNE 30, 2000

Revenues:
From local sources:

Taxes . . . ...
Earnings on investments . . . . . ... ..
Extracurricular . . . . .. ... ... ...
Other local revenues . . . . . .. ... ..
Intergovernmental - State. . . . . .. .. ..
Intergovernmental - Federal . . . . . .. ..

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

Expenditures:
Current:

Instruction:
Regular. . . ... .............
Special . . . .. ... ... L
Support services:
Pupil . . ... ...
Instructional staff . . . .. ... ... ..
Board of Education . . . .. ... ....
Administration. . . . . ... . ... ...
Fiscal . . ... ...............
Operations and maintenance . . . . . . . .

Pupil transportation. . . . . .. ... ...
Central . ... ...............

Extracurricular activities

Facilities acquisition and construction. . . .
Debt service:

Interest and fiscal charges

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

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

Other financing sources (uses):

Operating transfersin. . . . . ... ...
Operating transfersout . . . . . ... ..
Proceeds from the sale of notes . . . . . .

Total other financing sources (uses) . . . .

Excess (deficiency) of revenues and
other financing sources over (under)

expenditures and other financing uses. . .

Fund balances (deficit), July 1. . . . . . . ..
Fund balances, June 30. . . . ... ... ...

Governmental Fund Types

Total
Special Debt Capital (Memorandum
General Revenue Service Projects Only)

$966,761 $66,078 $6,354 $1,039,193
56,224 49,667 105,891
$102,513 102,513
24,492 8,501 32,993
2,288,187 112,348 314,816 2,715,351
113,904 113,904
3,335,664 337,266 66,078 370,837 4,109,845
1,803,586 28,459 4,990 1,837,035
65,755 117,503 183,258
75,519 467 75,986
64,919 2,785 67,704
8,304 8,304
332,185 38,248 370,433
154,350 130 154,480
372,351 5,795 378,146
182,171 5,552 187,723
8,570 3,336 13,104 25,010
102,921 56,832 159,753
6,657 24,244 210,660 241,561
5,476 5,476
3,177,288 277,426 5,606 234,549 3,694,869
158,376 59,840 60,472 136,288 414,976
60,130 8,884 69,014

(69,014) (69,014)
2,126,000 2,126,000
(69,014) 60,130 2,134,884 2,126,000
89,362 119,970 60,472 2,271,172 2,540,976
1,043,895 (2,568) 5,345 57,353 1,104,025
$1,133,257 $117,402 $65,817 $2,328,525 $3,645,001

THE NOTES TO THE GENERAL PURPOSE FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THIS STATEMENT
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LOWELLVILLE LOCAL SCHOOL DISTRICT

MAHONING COUNTY, OHIO
COMBINED STATEMENT OF REVENUES, EXPENSES
AND CHANGES IN RETAINED EARNINGS
PROPRIETARY FUND TYPE
FOR THE FISCAL YEAR ENDED JUNE 30, 2000

Proprietary

Fund Type
Enterprise
Operating revenues:
Tuitionandfees. . . . .. .. ... ....... $1,520
Sales/charges for service . . . . . ... ... .. 80,489
Total operating revenues. . . . . ... ... .. 82,009
Operating expenses:
Personal services. . .. . . ... ... ... ... 82,941
Contractservices . . . . . . ... .. ... ... 681
Materials and supplies . . . . .. .. ... ... 80,777
Other operating expense . . . . .. ... .... 178
Total operating expenses . . . . . . ... ... 164,577
Operatingloss. . . . . ... ........... (82,568)
Nonoperating revenues:
Operatinggrants . . . . . ... ... ...... 62,889
Federal commodities. . . . . ... ... .. .. 16,289
Total nonoperating revenues . . . . . ... .. 79,178
Netloss. . . ... .... ... ........ (3,390)
Retained earningsatJuly 1 . . . . ... ... .. 29,436
Retained earningsatJune 30. . . . . . ... ... $26,046

THE NOTES TO THE GENERAL PURPOSE FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THIS STATEMENT
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LOWELLVILLE LOCAL SCHOOL DISTRICT

MAHONING COUNTY, OHIO
COMBINED STATEMENT OF CASH FLOWS
PROPRIETARY FUND TYPE
FOR THE FISCAL YEAR ENDED JUNE 30, 2000

Proprietary

Fund Type
Enterprise
Cash flows from operating activities:
Cash received from tuitionand fees . . . . . ... .. $1,520
Cash received from sales/service charges . . . . . . . 80,489
Cash payments for personal services. . . . . ... .. (73,570)
Cash payments for contract services. . . . . . . . .. (681)
Cash payments for materials and supplies. . . . . . . (63,676)
Cash payments for other expenses. . . . . ... ... (178)
Net cash used in
operating activities . . . . . ... ... ... (56,096)
Cash flows from noncapital financing activities:
Cash received from operating grants. . . . . . .. .. 48,859
Net cash provided by noncapital
financing activities . . . . .. ... ... ... .. 48,859
Net decrease in
cash and cashequivalents. . . . . ... ... .... (7,237)
Cash and cash equivalents at beginning of year . . . . 28,266
Cash and cash equivalents atend of year. . . . . . .. $21,029

Reconciliation of operating loss to
net cash used in operating activities:
Operatingloss. . . . ... .............. ($82,568)
Adjustments to reconcile operating loss
to net cash used in operating activities:

Federal donated commodities. . . . . .. ... .. 16,289

Changes in assets and liabilities:
Decrease in materials and supplies inventory . . . 1,543
Decrease in due from other governments. . . . . . 1,830
Increase in accrued wages and benefits. . . . . . . 1,742
Increase in compensated absences payable. . . . . 1,751
Increase in pension obligation payable . . . . . .. 4,963
Decrease in deferred revenue. . . . . . . ... .. (1,646)

Net cash used in

operating activities. . . . .. ... ... ... ... ($56,096)

THE NOTES TO THE GENERAL PURPOSE FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THIS STATEMENT
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LOWELLVILLE LOCAL SCHOOL DISTRICT
MAHONING COUNTY, OHIO

NOTES TO GENERAL PURPOSE FINANCIAL STATEMENTS
FOR THE FISCAL YEARS ENDED JUNE 30, 2001 AND 2000

NOTE 1 - DESCRIPTION OF THE SCHOOL DISTRICT

The Lowellville Local School District (the “District”) was established in 1920 through the
consolidation of existing land areas and school districts. The District is organized under
Article VI, Section 2 and 3 of the Constitution of the State of Ohio. The District operates
under a locally-elected Board form of government consisting of five members elected at-
large for staggered four-year terms. The District provides educational services as authorized
by state and/or federal agencies.

The District serves an area of approximately 14 square miles. It is located in Mahoning
County, and includes the Village of Lowellville. It is staffed by 45 non-certificated
employees and 22 certificated full-time teaching personnel who provide services to 630
students and other community members. The District currently operates 2 instructional
buildings.

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The general purpose financial statements (GPFS) of the District have been prepared in
conformity with generally accepted accounting principles (GAAP) as applied to
governmental units. The Governmental Accounting Standards Board (GASB) is the
accepted standard-setting body for establishing governmental accounting and financial
reporting principles. The District also applies Financial Accounting Standards Board
(FASB) Statements and Interpretations issued prior to November 30, 1989 to its proprietary
activities unless those pronouncements conflict with or contradict GASB pronouncements.

A. Reporting Entity

The District's reporting entity has been defined in accordance with GASB Statement No.
14, “The Financial Reporting Entity”. When applying GASB Statement No. 14,
management has considered all potential component units. The basic, but not the only,
criterion for including a potential component unit within the reporting entity is the
Board's ability to exercise significant oversight responsibility. The most significant
manifestation of this ability is financial interdependence.

Other manifestations of the ability to exercise oversight responsibility include, but are
not limited to, the selection of the governing authority, the designation of management,
the ability to significantly influence operations, and the accountability for fiscal matters.
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LOWELLVILLE LOCAL SCHOOL DISTRICT
MAHONING COUNTY, OHIO

NOTES TO GENERAL PURPOSE FINANCIAL STATEMENTS
FOR THE FISCAL YEARS ENDED JUNE 30, 2001 AND 2000

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (Continued)

A second criterion used in evaluating potential component units is the scope of public
service. Application of this criterion involves considering whether the activity benefits
the District and/or its citizens. A third criterion used to evaluate potential component
units for inclusion or exclusion from the reporting entity is the existence of special
financing relationships, regardless of whether the District is able to exercise oversight
responsibilities. Based upon the application of these criteria, the District has no
component units. The following organizations are described due to their relationship
with the District:

JOINTLY GOVERNED ORGANIZATIONS

Area Cooperative Computerized Educational Service System (ACCESS) Council of
Governments

ACCESS Council of Governments (COG) is a computer network which provides data
services to twenty three school districts. The jointly governed organization was formed
for the purpose of applying modern technology with the aid of computers and other
electronic equipment to the administrative and instructional functions among member
districts. Each of the governments of these school supports COG based upon a per pupil
charge. COG is governed by an assembly consisting of superintendents or other
designees of the member school districts. The assembly exercises total control over the
operation of COG including budgeting, appropriating, contracting and designating
management. All of COG revenues are generated from charges for services and State
funding.

Financial information can be obtained from the treasurer for the Mahoning County
Educational Service Center, who serves as fiscal agent, at 100 DeBartolo Place, Suite
105, Youngstown, Ohio 44512-7019.

Mahoning County Career & Technical Center
The Mahoning County Career & Technical Center is a distinct political subdivision of

the State of Ohio operated under the direction of a Board consisting of representatives
from the participating school districts’ elected boards, which possesses its own budgeting
and taxing authority. To obtain financial information, write to the Treasurer of the
Career & Technical Center, at 7300 North Palmyra Road, Canfield, Ohio 44406.
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LOWELLVILLE LOCAL SCHOOL DISTRICT
MAHONING COUNTY, OHIO

NOTES TO GENERAL PURPOSE FINANCIAL STATEMENTS
FOR THE FISCAL YEARS ENDED JUNE 30, 2001 AND 2000

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (Continued)
PUBLIC ENTITY RISK POOLS

Ohio School Boards Association Workers” Compensation Group Rating Plan

The District participates in a group rating plan for workers’ compensation as established
under Section 4123.29 of the Ohio Revised Code. The Ohio School Boards Association
Workers’ Compensation Group Rating Plan (the Plan) was established through the Ohio
School Boards Association (OSBA) as a group purchasing pool.

The Plan’s business and affairs are conducted by a three-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 his designee, serves as coordinator of
the Plan. Each year, the participating school districts pay an enrollment fee to the Plan
to cover the costs of administering the program.

Mahoning County School Employees Insurance Consortium
The Mahoning County School Employees Insurance Consortium is a shared risk pool

comprised of 14 Mahoning County School Districts. The consortium is governed by an
assembly which consists of one representative from each participating School District
(usually the superintendent or designee). The assembly elects officers for one-year terms
to serve as the Board of Directors. The assembly exercises controls over the operations
ofthe Consortium. All Consortium revenues are generated from charges for services and
remitted to the fiscal agent Austintown Local School District. The fiscal agent will then
remit the charges for services to Professional Risk Management (PRM), who acts in the
capacity of a third-party administrator (TPA) for claims processing.

17



LOWELLVILLE LOCAL SCHOOL DISTRICT
MAHONING COUNTY, OHIO

NOTES TO GENERAL PURPOSE FINANCIAL STATEMENTS
FOR THE FISCAL YEARS ENDED JUNE 30, 2001 AND 2000

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (Continued)
B. Fund Accounting

The District uses funds and account groups to report its financial position and the results
of its operations. A fund is a separate accounting entity with a self-balancing set of
accounts. An account group, on the other hand, is a financial reporting device designed
to provide accountability for certain assets and liabilities that are not recorded in the
funds because they do not directly affect net expendable available financial resources.
Fund accounting is designed to demonstrate legal compliance and to aid financial
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 FUND TYPES

Governmental funds are those through which most governmental functions of the
District are financed. The acquisition, use and balances of the District's expendable
financial resources and 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 general fund is the general operating fund of the District and is
used to account for all financial resources, except those required to be accounted for
in another fund. The general fund balance is available to the District for any purpose

provided it is expended or transferred according to the general laws of the State of
Ohio.

Special Revenue Funds - The special revenue funds are used to account for the
proceeds of specific revenue sources (other than expendable trusts, or major capital
projects) that are legally restricted to expenditures for specified purposes.

Debt Service Fund - The debt service fund is used to account for the accumulation
of resources for, and the payment of, general long-term debt principal, interest, and
related costs.

Capital Projects Funds - The capital projects funds are used to account for financial
resources to be used for the acquisition of construction of major capital facilities
(other than those financed by proprietary funds).
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (Continued)
PROPRIETARY FUND TYPE

Proprietary funds are used to account for the District's ongoing activities, which are
similar to those often found in the private sector where the determination of net income
is necessary or useful to sound financial administration. The following are the District's
proprietary fund types:

Enterprise Funds - The enterprise funds are used to account for operations (a) that
are financed and operated in a manner similar to private business enterprises--where
the intent of the governing body is that the costs (expenses, including depreciation)
of providing goods or services to the general public on a continuing basis be financed
or recovered primarily through user charges; or (b) where the governing body has
decided that periodic determination of revenues earned, expenses incurred, and/or
net income is appropriate for capital maintenance, public policy, management
control, accountability, or other purposes.

FIDUCIARY FUND TYPE

Fiduciary funds are used to account for assets held by the District in a trustee capacity
or as an agent for individuals, private organizations, other governmental units and/or
other funds. The District’s fiduciary fund is an agency fund. Agency funds are custodial
in nature (assets equal liabilities) and do not involve measurement of results of
operations. At June 30,2001, the agency fund had no items, which, in other fund types,
would be subject to accrual.

ACCOUNT GROUPS

To make a clear distinction between fixed assets related to specific funds and those of
general government, and between long-term liabilities related to specific funds and those
of general nature, the following account groups are used.

General Fixed Assets Account Group - This group of accounts is established to
account for all fixed assets of the District, other than those accounted for in the
proprietary or trust funds.
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (Continued)

General Long-Term Obligations Account Group - This group of accounts is
established to account for all long-term obligations of the District, other than those
accounted for in the proprietary funds.

C. Measurement Focus/Basis of Accounting

The accounting and financial reporting treatment applied to a fund 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 assets and
current liabilities generally are included 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 a flow of economic resources measurement
focus. With this measurement focus, all assets and all liabilities associated with the
operations of these funds are included 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 is followed for governmental funds. Under the
modified accrual basis of accounting, revenues are recognized when they become both
measurable and available to finance expenditures of the current period, which for the
District is 60 days after the June 30 year-end. Revenues accrued at the end of the year
include taxes, (to the extent they are intended to finance the current fiscal year), interest,
and accounts (student fees and tuition). Current property taxes measurable as of June
30, 2001 and 2000, and which are intended to finance fiscal years 2002 and 2001
operations, have been recorded as deferred revenues. Delinquent property taxes
measurable and available (received within 60 days) are recognized as revenue. In
proprietary funds, unused donated commodities are reported as deferred revenue.
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (Continued)

Nonexchange transactions, in which the District receives value without directly giving
equal value in return, include property taxes, grants, entitlements and donations. On the
modified accrual basis, revenue from property taxes is recognized in the fiscal year for
which the taxes are levied and the resources are available. Revenue from grants,
entitlements and donations is recognized in the fiscal year in which all eligibility
requirements have been met and the resources are available.

The District reports deferred revenue on its combined balance sheet. Deferred revenues
arise when a potential revenue does not meet both the "measurable" and "available"
criteria for recognition in the current period. Deferred revenues also arise when
resources are received by the District before it has a legal claim to them, as when grant
monies are received prior to the recognition of qualifying expenditures. In subsequent
periods, when both revenue recognition criteria are met, or when the government has a
legal claim to the resources, the liability for deferred revenue is removed from the
combined balance sheet and revenue is recognized.

Expenditures (decreases in net financial resources) are recognized in the period in which
the fund liability is incurred with the following exception: general long-term obligation
principal and interest are reported 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 accrual basis of accounting. Under the
accrual basis of accounting, revenues are recorded when earned and expenses are
recorded at the time liabilities are incurred. The fair value of donated commodities used
during the year is reported in the operating statement as an expense and a like amount
is reported as donated commodities revenue.

On the accrual basis of accounting, revenue from nonexchange transactions, such as
grants, entitlements and donations, is recognized in the fiscal year in which all eligibility
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

The District is required by state statute to adopt an annual appropriated cash basis budget
for all funds. The specific timetable for fiscal years 2001 and 2000 is as follows:

1.

Prior to January 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 all funds. Public hearings are publicized and conducted
to obtain taxpayers' comments. The expressed purpose of this budget document is
to reflect the need for existing (or increased) tax rates.

By no later than January 20, the board-adopted budget is filed with the Mahoning
County Budget Commission for tax rate determination.

. 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 revise its budget so that total contemplated expenditures
from any fund during the ensuing year will not exceed the amount stated in the
Certificate of Estimated Resources. The revised budget then serves as a basis for the
appropriation measure. On or about July 1, the Certificate is amended to include any
unencumbered balances from the preceding year as reported by the District
Treasurer. The Certificate may be further amended during the year if projected
increases or decreases in 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 and 2000.

By July 1, the annual Appropriation Resolution is legally enacted by the Board of
Education at the object level of expenditures, which are the legal levels of budgetary
control. State statute permits a temporary appropriation to be effective until no later
than October 1 of each year. Resolution appropriations by fund must be within the
estimated resources as certified by the County Budget Commission and the total of
expenditures and encumbrances may not exceed the appropriation totals.
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (Continued)

5. Any revisions that alter the total of any fund appropriation, or alter total function
appropriations within a fund, or alter appropriations within functions, must be
approved by the Board of Education.

6. Formal budgetary integration is employed as a management control device during
the year for all funds consistent with the general obligation bond indenture and other
statutory provisions. All departments/functions and funds completed the year within
the amount 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 supplemental appropriations, which either reallocated
or increased the original appropriated amounts. All supplemental appropriations
were legally enacted by the Board during fiscal 2001 and 2000.

8. Unencumbered appropriations lapse at year-end. Encumbered appropriations are
carried forward to the succeeding fiscal year and need not be reappropriated.
Expenditures plus encumbrances may not legally exceed budgeted appropriations at
the object level.

Encumbrance accounting is utilized with District funds in the normal course of
operations, for purchase orders and contract related expenditures. An encumbrance is
areserve on the available spending authority due to commitment for a future expenditure
and does not represent a liability. For governmental fund types, encumbrances
outstanding at year-end appear as a reserve to the fund balance on a GAAP basis and as
the equivalent of expenditures on a non-GAAP budgetary basis in order to demonstrate
legal compliance. Note 15 provides a reconciliation of the budgetary and GAAP basis
of accounting. There were no encumbrances outstanding for the enterprise funds at
fiscal year-end.

E. Cash and Investments
To improve cash management, cash received by the District is pooled. Monies for all
funds, including proprietary funds, are maintained in this pool. Individual fund integrity

is maintained through the District’s records. Each fund’s interest in the pool is presented
as “Equity in Pooled Cash and Cash Equivalents” on the combined balance sheet.
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During the fiscal years 2001 and 2000, the District’s investments were limited to STAR
Ohio and certificates of deposit. Investments in STAR Ohio are reported at fair value.
Investments in nonparticipating investment contracts, such as certificates of deposit, are
reported at cost.

STAR Ohio is an investment pool managed by the State Treasurer’s Office which allows
governments within the State to pool their funds for investment purposes. STAR Ohio
is not registered with the SEC as an investment company, but does operate in a manner
consistent with Rule 2a7 of the Investment Company Act of 1940. Investments in STAR
Ohio are valued at STAR Ohio’s share price which is the price the investment could be
sold for on June 30, 2001 and June 30, 2000.

Under existing Ohio statutes all investment earnings are assigned to the general fund
unless statutorily required to be credited to a specific fund. Interest revenue credited to
the general fund during fiscal years 2001 and 2000 amounted to $104,810 and $56,224
respectively, which includes $31,031 and $7,247 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 the time they are purchased by the District
are considered to be cash equivalents. Investments with an initial maturity of more than
three months are reported as investments.

An analysis of the Treasurer's investment account at year-end is provided in Note 4.
F. Inventory
Inventories of proprietary funds consist of donated food, purchased food, food service

paper and janitorial supplies and are valued at the lower of cost (first-in/first-out method)
or market and expensed when used rather than when purchased.
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (Continued)

G. Fixed Assets and Depreciation

1.

2.

General Fixed Assets Account Group

General fixed assets are capitalized at cost or estimated historical cost. Donated
fixed assets are recorded at their fair market values as of the date donated. The
District follows the policy of not capitalizing assets with a cost of less than $500 and
a useful life of less than five years. 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.

Proprietary Funds

Equipment reflected in these funds are stated at historical cost or estimated historical
cost and updated for the cost of additions and retirements during the year. Donated
fixed assets are recorded at their fair market values as of the date donated.
Depreciation has been provided, where appropriate, on a straight-line basis over the
following estimated useful lives:

Asset Life (years)

Furniture, fixtures and
equipment 5-20
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (Continued)
H. Intergovernmental Revenues

In governmental funds, entitlements, reimbursable and non-reimbursable grants (to the
extent eligibility requirements have been met by year-end) are recorded as receivables
and revenue when measurable and available. Other than commodities, grants and
entitlements for proprietary fund operations are recognized as non-operating revenue
when measurable and earned. The District currently participates in various state and
federal programs categorized as follows:

Entitlements
General Fund
State Foundation Program

Non-Reimbursable Grants
Special Revenue Funds
Education Management Information Systems
Title I
Drug-Free Schools
Teacher Development
Title VI-B
Title VI
Safe-School Help Line
Disadvantaged Pupils Program
Excellence in Foundation
Eisenhower Grant
Ohio Reads
Summer School Subsidy
Class Size Reduction
SchoolNet Professional Development
Textbook/Instructional Materials Subsidy
Miscellaneous State Grants

Capital Projects Funds
SchoolNet
Technology Equity
Emergency School Building Repair
Classroom Facilities Construction
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Reimbursable Grants
General Fund
Driver Education Reimbursement

Proprietary Funds
National School Lunch Program
Government Donated Commodities

Grants and entitlements amounted to approximately 79 percent of the District's operating
revenue during the 2001 fiscal year and 68 percent of the District’s operating revenue
during the 2000 fiscal year.

I. Compensated Absences

Compensated absences of the District consist of vacation leave and sick leave to the
extent that payment to the employee for these absences are attributable to services
already rendered and are not contingent on a specific event that is outside the control of
the District and the employee.

In accordance with the provisions of GASB Statement No. 16, “Accounting for
Compensated Absences”, a liability for vacation leave is accrued if a) the employees'
rights to 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 severance
is accrued using the vesting method; i.e., the liability is based on the sick leave
accumulated at the balance sheet date by those employees who are currently eligible to
receive termination (severance) payments, as well as those employees expected to
become eligible in the future. For purposes of establishing a liability for severance on
employees expected to become eligible to retire in the future, all employees with 20
years of current service with the District, all employees age 45 with at least 15 years of
service, and all employees age 50 with at least 10 years of service were considered
expected to become eligible to retire in accordance with GASB Statement No. 16.

The total liability for vacation and sick leave payments has been calculated using pay
rates in effect at the balance sheet date, and reduced to the maximum payment allowed
by labor contract and/or statute, plus any applicable additional salary related payments.
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For governmental funds, these amounts are recorded in the account “compensated
absences payable” in the fund from which the employees who have accumulated unpaid
leave are paid. The remainder is reported in the general long-term obligations account
group. In proprietary funds, the entire amount of compensated absences is reported as
a fund liability.

J. Long-Term Obligations

Long-term debt is recognized as a liability of a governmental fund when due, or when
resources have been accumulated in the debt service fund for payment early in the
following year. For other long-term obligations, only that portion expected to be
financed from expendable available financial resources is reported as a fund liability of
a government fund. The remaining portion of such obligations is reported in the general
long-term obligations account group.

Long-term liabilities expected to be financed from proprietary fund operations are
accounted for in those funds.

K. Fund Equity

Reserved fund balances indicate that portion of fund equity, which is not available for
current appropriation or is legally segregated for a specific use. Fund balances are
reserved for encumbrances, debt service, school bus purchases and Bureau of Worker’s
Compensation (BWC) refunds. The unreserved portions of fund equity reflected for the
governmental funds are available for use within the specific purposes of those funds.

L. Interfund Transactions

During the course of normal operations, the District may have numerous transactions
between funds. The most significant include:

1. Transfers of resources from one fund to another fund. The resources transferred are
to be expended for operations by the receiving fund and are recorded as operating
transfers, with the exception of agency funds, which do not show transfers of
resources as operating transfers.
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2. Reimbursements from one fund to another are treated as expenditures/expenses in
the reimbursing fund and a reduction in expenditures/expenses in the reimbursed
fund. Quasi-external transactions are accounted for as revenues, expenditures or
expenses.

3. Short-term interfund loans and accrued interfund reimbursements and accrued
operating transfers are reflected as “interfund loans receivable or payable”.

4. Long-term interfund loans that will not be repaid within the next year are termed
“advances” and are shown as reservations of fund balances on the combined balance
sheet for those funds that report advances to other funds as assets because they are
not spendable, available resources. The District had no long-term advances
receivable or payable at June 30, 2001 and June 30, 2000.

See Note 5 for an analysis of interfund transactions.

M. Restricted Assets
Restricted assets in the general fund represent cash and cash equivalents that are
restricted in use by state statute. A fund balance reserve has also been established. See
Note 17 for details.

N. 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.

O. Memorandum Only - Total Columns
Total columns on the GPFS are captioned (Memorandum Only) to indicate that they are
presented only to facilitate financial analysis. Data in these columns do not present
financial position, results of operations, or changes in financial position in conformity

with GAAP. Neither is such data comparable to a consolidation. Interfund eliminations
have not been made in the aggregation of this data.
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A. Change in Accounting Principle

GASB Statement No. 33, “Accounting and Financial Reporting for Nonexchange
Transactions”, was implemented during fiscal 2001. This statement pertains to the
financial reporting of certain types of revenue received by the District for which no value
is given in return, including derived tax revenues, imposed nonexchange transactions,
government-mandated nonexchange transactions, and voluntary nonexchange
transactions. The adoption of this statement had no effect on fund balances/retained
earnings as reported by the District at June 30, 2000.

B. Noncompliance
Fund balances at June 30, 2001 include the following individual fund deficits:

Deficit Balance
Special Revenue Funds

Title | $110,207

Title VI 3,291

Class Size Reduction 9,986

Miscellaneous Federal Grants 10,246

Ohio Reads 1,465
Capital Projects Fund

Technology Equity 11,493

Fund balances at June 30, 2000 include the following individual fund deficits:

Deficit Balance
Special Revenue Funds
Title | $44,834
Title VI 24

In fiscal year 2001, the Title I, Title VI, Class Size Reduction and Miscellaneous Federal
Grants special revenue funds and the Technology Equity capital projects fund did not
comply with Ohio Revised Code Section 5705.10, which does not permit a cash-basis
deficit at year-end. A fund liability has been recorded on a GAAP-basis for the amount
of the negative cash balances (see Note 5.B.).

The following funds complied with Ohio state law, which does not permit a cash basis
deficit at year-end.
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In fiscal year 2001, the deficit fund balance in the Ohio Reads special revenue fund was
caused by the application of GAAP, namely in the reporting of a liability for accrued
wages, benefits and pension obligations attributable to the fiscal year. In fiscal year
2000, the deficit fund balances in the Title I and Title VI special revenue funds were
caused by the application of GAAP, namely in the reporting of a liability for accrued
wages, benefits and pension obligations attributable to the fiscal year. These deficit
balances will be eliminated by anticipated future intergovernmental revenues or other
subsidies not recognized and recorded at June 30.

Contrary to Ohio law (Ohio Revised Code Section 5705.41 D), expenditures were made
without proper certification of the fiscal officer.

Contrary to Ohio law (Ohio Revised Code Section 5705.41 B), expenditures exceeded
appropriations in several funds at June 30, 2001 and June 30, 2000.

NOTE 4 - EQUITY IN POOLED CASH AND INVESTMENTS

The District maintains a cash 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 Equivalents"”. Statutes require the classification of monies held by the District 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 District treasury, in commercial accounts
payable or withdrawable on demand, including negotiable order of withdrawal (NOW)
accounts, or in money market deposit accounts.

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

Interim 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.
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Protection of the District’s deposits is provided by the Federal Deposit Insurance
Corporation (FDIC), by eligible securities pledged by the financial institution as security for
repayment, by surety company bonds deposited with the Treasurer by the financial
institution or by a single collateral pool established by the financial institution to secure the
repayment of all public monies deposited with the institution.

Interim monies may be invested or deposited 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 as to principal or interest
by the United States;

Bonds, notes, debentures, or any other obligations or securities issued by any federal
government agency or instrumentality, including but not limited to, the Federal National
Mortgage Association, Federal Home Loan Bank, Federal Farm Credit Bank, Federal
Home Loan Mortgage Corporation, Government National Mortgage Association, and
Student Loan Marketing Association. All federal agency securities shall be direct
issuances of federal government agencies or instrumentalities;

Written repurchase agreements in the securities listed above provided that the market
value of the securities subject to the repurchase agreement must exceed the principal
value 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;

Bonds and other obligations of the State of Ohio;

No-load money market mutual funds consisting exclusively of obligations described in
division (1) or (2) of this section and repurchase agreements secured by such obligations,
provided that investments in securities described in this division are made only through
eligible institutions;

The State Treasury Asset Reserve of Ohio (STAR Ohio);
Certain bankers’ acceptances and commercial paper notes for a period not to exceed 180

days in an amount not to exceed 25% of the interim monies available for investment at
any one time; and

32



LOWELLVILLE LOCAL SCHOOL DISTRICT
MAHONING COUNTY, OHIO

NOTES TO GENERAL PURPOSE FINANCIAL STATEMENTS
FOR THE FISCAL YEARS ENDED JUNE 30, 2001 AND 2000

NOTE 4 - EQUITY IN POOLED CASH AND INVESTMENTS - (Continued)

8. Under limited circumstances, corporate debt instruments rated in either of the two
highest rating classifications by at least two nationally recognized rating agencies.

Investments in stripped principal or interest obligations, reverse repurchase agreements and
derivatives are prohibited. The issuance of taxable notes for the purpose of arbitrage, the use
of leverage and short selling are also prohibited. An investment must mature within five
years from 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 institutions. Payment for
investments may be made only upon delivery of the securities representing the investments
to the Treasurer or qualified trustee or, if the securities are not represented by a certificate,
upon receipt of confirmation of transfer from the custodian.

The following information classifies deposits and investments by categories of risk as
defined in GASB Statement No. 3, “Deposits with Financial Institutions, Investments and
Reverse Repurchase Agreements”.

Deposits: At years ending June 30, 2001 and 2000, the carrying amount of the District’s
deposits were $5,148,309 and $2,050,967 respectively and the bank balance was $5,360,571
and $2,178,999 respectively. These balances included $4,635,345 and $1,201,309
respectively in nonnegotiable certificates of deposit. Of the bank balance:

1. $200,000 was covered by federal depository insurance; and

2. $5,160,571at2001 fiscal year-end and $1,978,999 at 2000 fiscal year-end was uninsured
and unregistered as defined by GASB although it was secured by collateral held by third
party trustees, pursuant to section 135.181 Ohio Revised Code, in collateralized pools
securing all public funds on deposit with specific depository institutions; these securities
not being in the name of the District. Although all State statutory requirements for the
deposit of money had been followed, non-compliance with federal requirements would
potentially subject the District to a successful claim by the FDIC.
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Collateral is required for demand deposits and certificates of deposits in excess of all
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 municipalities, and obligations of other states. Obligations pledged to secure
deposits must be delivered to a bank other than the institution in which the deposit is made.
Written custodial agreements are required.

Investments: Investments are categorized to give an indication of the level of custodial risk
assumed by the entity at year-end. Category 1 includes investments that are insured or
registered or securities held by the District. Category 2 includes uninsured and unregistered
investments for which the securities are held by the counterparty’s trust department or agent
in the District’s name. Category 3 includes uninsured and unregistered investments for
which the securities are held by the counterparty or by its trust department, but not in the
District’s name.

The District had investments of $1,848,018 in STAR Ohio at June 30, 2001. STAR Ohio
is not categorized because it is not evidenced by securities that exist in physical or book

entry form.

Category Reported Fair
2000: 3 Amount Value
Repurchase agreements $2.000.000 $2.000,000 $2.000.000

The classification of cash and cash equivalents on the combined balance sheet is based on
criteria set forth in GASB Statement No. 9, “Reporting Cash Flows of Proprietary and
Nonexpendable Trust Funds and Governmental Entities That Use Proprietary Fund

Accounting”.
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NOTES TO GENERAL PURPOSE FINANCIAL STATEMENTS
FOR THE FISCAL YEARS ENDED JUNE 30, 2001 AND 2000

NOTE 4 - EQUITY IN POOLED CASH AND INVESTMENTS - (Continued)
A reconciliation between the classifications of cash and cash equivalents and investments

on the combined balance sheet per GASB Statement No. 9 and the classifications of deposits
and investments presented above per GASB Statement No. 3 is as follows:

Cash and Cash
2001: Equivalents/Deposits Investments
GASB Statement No. 9 $ 6,996,327 $ 0
Investments of the cash management pool:

Repurchase Agreement (1,848.018) 1,848,018
GASB Statement No. 3 $ 5,148,309 $1.848.018
2000:

GASB Statement No. 9 $ 4,050,967 $ 0
Investments of the cash management pool:

Investment in STAR Ohio (2.000,000) 2.000,000

GASB Statement No. 3 $ 2,050,967 $2.000,000

NOTE 5 - INTERFUND TRANSACTIONS

A. The following is a summarized breakdown of the District’s operating transfers for fiscal
years 2001 and 2000:

2001: Transfers In Transfers Out

General Fund $49.902 $822,716

Special Revenue Funds
Classroom Facilities 18,749 ---
District Managed Student Activities --- 1,753
Ohio Reads 4,834 1,163
Disadvantaged Pupil Impact Aid 15,274 ---
Title VI-B --- 1,812
Title I --- 32,762
Title VI --- 2,761
Drug-Free Schools --- 2,000



LOWELLVILLE LOCAL SCHOOL DISTRICT
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NOTES TO GENERAL PURPOSE FINANCIAL STATEMENTS
FOR THE FISCAL YEARS ENDED JUNE 30, 2001 AND 2000

NOTE S - INTERFUND TRANSACTIONS - (Continued)

2001: Transfers In Transfers Out
Debt Service Fund $ 3,693 $ ---
Capital Projects Funds
Permanent Improvement 800,000 ---
Technology Equity --- 5,104
Emergency Repair --- 3,690
Classroom Facilities --- 18,749

Enterprise Fund

Food Service 58 ---
Total $892.,510 $892.510
2000:

General Fund $ --- $69,014
Special Revenue Funds

District Managed Student Activities 1,542 ---

Teacher Development 945 ---

Disadvantaged Pupil Impact Aid 18,308 ---

Title VI-B 1,812 ---

Title I 32,762 ---

Title VI 2,761 ---

Drug-Free Schools 2,000 ---
Capital Projects Funds

Technology Equity 5,194 ---

Emergency Repair 3.690 ---
Total $69.014 $69.014
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NOTE S - INTERFUND TRANSACTIONS - (Continued)

B. Interfund balances at June 30, 2001 and June 2000, consist of the following individual
interfund loans receivable and payable:

General Fund $38,798 $ -
Special Revenue Funds

Title I - 38,798
Total $38.798 $38.798

C. Amounts “due to” and “due from” other funds to cover negative cash balances at June
30, 2001, consist of the following:

Due From Due To
Other Funds Other Funds

General Fund $84,977 $ ---
Special Revenue Funds

Title I --- 52,703

Title VI --- 3,088

Class Size Reduction --- 7,558

Miscellaneous Federal Grants --- 10,135
Capital Projects Fund

Technology Equity --- 11.493
Totals $84.977 $84.977
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NOTE 6 - PROPERTY TAXES

Property taxes are levied and assessed on a calendar year basis. Distributions from the
second half of the calendar year occur in a new fiscal year and are intended to finance the
operations of that year. Property taxes include amounts levied against all real, public utility
and tangible (used in business) property located in the District. Real property taxes and
public utility taxes are levied after November 1 on the assessed value listed as of the prior
January 1, the lien date. Assessed values are established by State law at 35% of appraised
market value.

Public utility property taxes are assessed on tangible personal property, as well as land and
improvements. Real property is assessed at 35% of market value and personal property is
assessed at 100% of market value except for the personal property of rural electric
companies, which is assessed 50% of market and railroads, which are assessed at 29%.

Tangible personal property taxes attach as a lien and are levied on January 1 of the current
year. Tangible personal property assessments are 25% of true value. The assessed value
upon which the 2000 and 1999 taxes were collected was $30,017,750 and $26,182,200
respectively. Agricultural/Residential and public utility/minerals real estate represented
63.37% and 58.09% or $19,022,830 and $15,209,430 respectively of this total; Commercial
& Industrial real estate represented 7.19% and 7.35% or $2,157,380 and $1,923,740, of this
total respectively, public utility tangible represented 21.40% and 25.53% or $6,422,490 and
$6,683,730 respectively, of this total and general tangible property represented 8.04% and
9.03% respectively or $2,415,050 and $2,365,300 respectively of this total. The voted
general tax rate at the fiscal years ended June 30, 2001 and 2000 was $55.90 per $1,000.00
of assessed valuation for operations and $5.10 per $1,000.00 of assessed valuation for debt
service.

Real property taxes are payable annually or semi-annually. Ifpaid annually, payment is due
December 31; if paid semi-annually, the first payment is due December 31 with the
remainder payable by June 20.

The District receives property taxes from Mahoning County. The County Treasurer collects
property taxes on behalf of the District. The County Auditor periodically remits to the
District its portion of the taxes collected. These tax "advances" are based on statutory cash
flow collection rates. Final "settlements" are made each February and August.
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NOTE 6 - PROPERTY TAXES - (Continued)

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 and
June 20, 2000. 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 receivable less amount available intended to finance the current
year) is therefore offset by a credit to deferred revenue. There were no property tax
advances available to the District at June 30, 2001 and June 30, 2000.

NOTE 7 - RECEIVABLES

Receivables at years ended June 30, 2001 and 2000, consisted of taxes, accrued interest,
intergovernmental grants and entitlements (to the extent eligibility requirements have been
met by year-end) and amounts due from other funds. Intergovernmental receivables have
been recorded as “Due From Other Governments” on the combined balance sheet. All
receivables are considered collectible in full due to the ability to foreclose for the
nonpayment of taxes, the stable condition of State programs and the current fiscal year
guarantee of federal funds.

A summary of the principal items of receivables follows:

2001: Amounts
General Fund
Taxes - current and delinquent $1,049,320
Due from other funds 84,977
Special Revenue Funds
Taxes - current and delinquent 16,529
Due from other governments 16,189

Debt Service Fund
Taxes - current and delinquent 168,583

Capital Projects Funds
Accrued interest 20,915
Due from other governments 2,498,337

Enterprise Funds
Due from other governments 557
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NOTE 7 - RECEIVABLES - (Continued)

2000: Amounts
General Fund

Taxes - current and delinquent $ 1,065,946
Debt Service Fund

Taxes - current and delinquent 156,626

Capital Projects Funds

Taxes - current and delinquent 15,061
Accrued interest 17,205
Due from other governments 11,047,861

Enterprise Funds
Due from other governments 13,115

NOTE 8 - FIXED ASSETS

A summary of the changes in the general fixed assets account group during the fiscal years
ending June 30, 2001 and 2000 are as follows:

Balance Balance
July 1, 2000 Increase Decrease June 30, 2001
Land and improvements $ 25,769 $103,610 $--- $ 129,379
Buildings and improvements 436,607 --- --- 436,607
Furniture and equipment 434,461 87,730 --- 522,191
Vehicles 156,895 --- --- 156,895
Construction in progress 591,914 195.984 --- 787,898
Total $1.645,646 $387.324 $ 0 $2.032.970
Balance Balance
July 1, 1999 Increase Decrease June 30, 2000
Land and improvements $ 25,769 $ --- $ --- § 25,769
Buildings and improvements 418,895 17,712 --- 436,607
Furniture and equipment 339,693 94,768 - 434,461
Vehicles 103,957 52,938 --- 156,895
Construction in progress 581,207 10,707 --- 591,914
Total $1.469,521 $176.,125 $ 0 $1.645.646
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NOTE 8 - FIXED ASSETS - (Continued)
A summary of the proprietary fixed assets at June 30, 2001 and 2000 follows:

Balance Balance
June 30. 2001 June 30, 2000

Furniture and equipment $ 33,445 $32,935
Less: accumulated depreciation (22.235) (22.184)
Net fixed assets $ 11,210 $10.751

NOTE 9 - LONG-TERM OBLIGATIONS

A. During the fiscal year 2001, the District issued $2,126,000 in general obligation bonds
to provide funds for the construction of a new building for the elementary, middle and
high school (hereafter “Construction Project”). These bonds are general obligations of
the District for which the full faith and credit of the District is pledged for repayment.
Accordingly, such unmatured obligations of the District are accounted for in the general
long-term obligations account group. Payments of principal and interest relating to this
bond are recorded as an expenditure in the debt service fund. The source of payment is
derived from a current 5.1 mill 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 a facilities grant from the Ohio
School Facilities Commission (OSFC). OSFC will make quarterly disbursements to the
District as the project is completed. As of June 30, 2001, the total estimated cost of the
Construction Project is $13,285,081, of which OSFC will pay $11,159,081.

Interest payments on the general obligation bonds are due on December 1 of each year.
The final maturity stated in the issue is December 1, 2022.

In conjunction with the 5.1 mills which support the bond issue, the District also passed

in fiscal 2001 a .5 mill levy to ultimately fund the maintenance costs of the new
facilities. Tax revenue from this levy has been reported in the capital projects funds.
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NOTE 9 - LONG-TERM OBLIGATIONS - (Continued)

B. On July 16, 1997, the District issued $350,000 in unvoted general obligation bonds for
the purpose of providing energy conservation measures for the District, under the
authority of Ohio Revised Code sections 133.06(G) and 3313.372. The bonds were
issued for a five-year period with a final maturity during fiscal year 2001. The bond will
be retired from the debt service fund.

C. The following is a summary of the District’s future annual debt service requirements to
maturity for the general obligation bonds and the energy conservation bonds:

Fiscal Year

Ending June 30, Principal Interest Total
2002 $ 86,000 $ 132,672 $ 218,672
2003 65,000 129,069 194,069
2004 40,000 111,230 151,230
2005 40,000 109,400 149,400
2006 45,000 107,434 152,434
2007 - 2011 325,000 495,600 820,600
2012 -2016 505,000 386,331 891,331
2017 - 2021 730,000 203,783 933,783
2022 -2023 360,000 19,617 379.617

Total $2,196.000 $1.695.136 $3.891,136
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- LONG-TERM OBLIGATIONS - (Continued)

On March 8, 2000, the District issued $2,126,000 in bond anticipation notes to finance
the construction of a new building for the elementary, middle and high school. These
notes had an annual interest rate of 4.75% and matured on December 14, 2000. In
accordance with FASB Statement No. 6, “Classification of Short-Term Obligations
Expected to be Refinanced,” the bond anticipation notes were considered a long-term
obligation since, prior to the financial statements being issued, the District had entered
into a financing agreement that insured that the notes would be refinanced on a long-term
basis. The bond anticipation notes were retired in fiscal 2001 using the proceeds of the
bond issue described in Note 9.A. A summary of the bond anticipation note transactions
for the fiscal years ended June 30, 2001 and 2000 follows:

Principal Principal
Outstanding Outstanding
June 30,2000 _Add