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JiM PETRO, AUDITOR OF STATE

REPORT OF INDEPENDENT ACCOUNTANTS

Liberty Benton Local School District
Hancock County

9190 County Road 9

Findlay, Ohio 45840-8811

To the Board of Education:

We have audited the accompanying general-purpose financial statements of the Liberty Benton Local
School District, Hancock County, (the District) as of and for the year ended June 30, 1998, 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 generally accepted auditing standards 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 auditalsoincludes assessing the accounting principles used and significant estimates made
by management, as well as evaluating the overall financial statement presentation. We believe that our
audit provides a reasonable basis for our opinion.

In our opinion, the general-purpose financial statements referred to above present fairly, in all material
respects, the financial position of the Liberty Benton Local School District, Hancock County, as of June 30,
1998, and the results of its operations and the cash flows of its proprietary fund type for the year then ended
in conformity with generally accepted accounting principles.

As described in note 3 to the general-purpose financial statements, during fiscal year 1998 the District
changed its method of accounting for investments.

In accordance with Government Auditing Standards, we have also issued our report dated December 14,
1999, 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.

Jim Petro
Auditor of State

December 14, 1999
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COMBINED BALANCE SHEET
ALL FUND TYPES AND ACCOUNT GROUPS

ASSETS AND OTHER DEBITS:

Assets:
Equity in Pooled Cash and Cash Equivalents
Cash and Cash Equivalents with Fiscal Agents
Receivables:
Property and Other Local Taxes
Income Taxes
Accounts
Intergovernmental
Inventory Held for Resale
Materials and Supplies Inventory
Prepaid Items
Funds on Deposit with Deferred
Compensation Board
Restricted Assets:
Equity in Pooled Cash and Cash Equivalents
Fixed Assets (Net, where applicable, of
Accumulated Depreciation)

Other Debits:
Amount Available in Debt Service Fund for
Retirement of General Obligation Bonds
Amount to be Provided from
General Government Resources

Total Assets and Other Debits

LIABILITIES, FUND EQUITY AND OTHER CREDITS:

Liabilities:

Accounts Payable

Contracts Payable

Accrued Wages and Benefits
Compensated Absences Payable
Intergovernmental Payable
Deferred Revenue

Due to Students

Deferred Compensation Payable
General Obligation Bonds Payable

Total Liabilities

Fund Equity and Other Credits:
Investment in General Fixed Assets
Contributed Capital
Retained Earnings
Fund Balance:
Reserved for Encumbrances
Reserved for Inventory
Reserved for Property Taxes
Reserved for Budget Stabilization
Unreserved, Undesignated

Total Fund Equity and Other Credits

Total Liabilities, Fund Equity and Other Credits

The notes to the general-purpose financial statements are an integral part of this statement.

Liberty Benton Local School District

AS OF JUNE 30, 1998

Governmental Fund Types

Special Debt Capital
General Revenue Service Projects
$1,892,452 $59,012 $261,899 $294,851
8,780
2,824,612 706,743
269,253
2,066 594
6,376
38,369 5,547
19,843
$5,052,971 $68,386 $968,642 $300,398
$6,408 $1,143
$10,467 $23,871
473,833
6,181
166,518
2,732,235 $682,120
3,385,175 11,610 682,120 23,871
54,396 574 103,572
6,376
92,377 24,623
19,843
1,494,804 56,202 261,899 172,955
1,667,796 56,776 286,522 276,527
$5,052,971 $68,386 $968,642 $300,398




Proprietary Fiduciary
Fund Types Fund Types Account Groups
Trust General General Totals
and Fixed Long-Term (Memorandum
Enterprise Agency Assets Obligations Only)
$37,372 $36,417 $2,582,003
8,780
3,531,355
269,253
700 3,360
6,222 6,222
9,168 9,168
694 7,070
388 44,304
13,496 13,496
19,843
110,638 $15,771,988 15,882,626
$286,522 286,522
7,553,005 7,553,005
$165,182 $49,913 $15,771,988 $7,839,527 $30,217,007
$7,551
34,338
$16,072 489,905
$399,931 406,112
15,795 65,974 248,287
7,363 3,421,718
$35,700 35,700
13,496 13,496
7,373,622 7,373,622
39,230 49,196 7,839,527 12,030,729
$15,771,988 15,771,988
129,231 129,231
(3,279) (3,279)
158,542
6,376
117,000
19,843
717 1,986,577
125,952 717 15,771,988 18,186,278
$165,182 $49,913 $15,771,988 $7,839,527 $30,217,007
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COMBINED STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN
FUND BALANCES - ALL GOVERNMENTAL AND SIMILAR FIDUCIARY FUND TYPES
FOR THE FISCAL YEAR ENDED JUNE 30, 1998

Revenues:

Property and Other Local Taxes
Income Taxes
Intergovernmental

Interest

Tuition and Fees

Rent

Extracurricular Activities

Gifts and Donations
Miscellaneous

Total Revenues

Expenditures:
Current:
Instruction:
Regular
Special
Vocational
Adult/Continuing
Other
Support Services:
Pupils
Instructional Staff
Board of Education
Administration
Fiscal
Business

Operation and Maintenance of Plant

Pupil Transportation
Central Services
Non-Instructional Services
Extracurricular Activities
Capital Outlay
Debt Service:
Principal Retirement
Interest and Fiscal Charges

Total Expenditures

Excess of Revenues Over/(Under) Expenditures

Other Financing Sources (Uses):
Proceeds from Sale of Bonds

Payment to Refunded Bond Escrow Agent

Operating Transfers In
Operating Transfers Out

Total Other Financing Sources (Uses)

Excess of Revenues and Other Financing Sources Over
(Under) Expenditures and Other Financing Uses

Fund Balances at Beginning of Year
Increase in Reserve for Inventory

Fund Balances at End of Year

The notes to the general-purpose financial statements are an integral part of this statement.

Liberty Benton Local School District

Governmental
Fund Types
Special
General Revenue
$2,829,696
742,444
2,302,600 $99,317
168,235
44,938
1,515
86,771
400 5,479
59,456 5,465
6,149,284 197,032
2,765,530 26,798
213,499 17,944
298,470 2,104
280
13,990
220,280 16,029
228,583 35,632
8,356
471,327 14,178
231,696 150
1,606
649,101
428,560
61,960 4,973
62
141,426 84,778
800
5,734,664 203,448
414,620 (6,416)
(298,435)
(298,435)
116,185 (6,416)
1,550,741 63,192
870
$1,667,796 $56,776




Governmental Fiduciary
Fund Types Fund Type

Debt Capital Expendable
Service Projects Trust

Totals
(Memorandum
Only)

$674,448 $29,947

69,468 584
1,329

800 $1,250
24,335

$3,534,091
742,444
2,471,969
169,564
44,938
1,615
86,771
7,929
89,256

768,251 32,660 1,250

7,148,477

122,753

13,768

1,600
72,155

210,000
378,022 27,890

2,792,328
231,443
300,574

280
13,990

236,309
386,968
8,356
485,505
245,614
1,606
649,101
428,560
66,933
1,662
226,204
72,955

210,000
405,912

601,790 222,798 1,600

6,764,300

166,461 (190,138) (350)

384,177

8,295,073 700,000
(8,155,290)
298,435

8,995,073

(8,155,290)
298,435

(298,435)

139,783 998,435

839,783

306,244 808,297 (350)
(19,722) (5631,770) 1,067

1,223,960

1,063,508
870

$286,522 $276,527 $717

$2,288,338
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COMBINED STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN
FUND BALANCES - BUDGET AND ACTUAL (NON-GAAP BASIS)
ALL GOVERNMENTAL AND SIMILAR FIDUCIARY FUND TYPES

FOR THE FISCAL YEAR ENDED JUNE 30, 1998

Revenues:

Property and Other Local Taxes
Income Taxes
Intergovernmental

Interest

Tuition and Fees

Rent

Extracurricular Activities

Gifts and Donations
Miscellaneous

Total Revenues

Expenditures:
Current:
Instruction:
Regular
Special
Vocational
Adult/Continuing
Other
Support Services:
Pupils
Instructional Staff
Board of Education
Administration
Fiscal
Business
Operation and Maintenance of Plant
Pupil Transportation
Central Services
Non-Instructional Services
Extracurricular Activities
Capital Outlay
Debt Service:
Principal Retirement
Interest and Fiscal Charges

Total Expenditures
Excess Expenditures Over Revenues

Other Financing Sources (Uses):
Proceeds from Sale of Bonds
Refund of Prior Year Expenditures
Other Financing Sources
Advances In

Advances Out

Operating Transfers In

Operating Transfers Out

Total Other Financing Sources (Uses)

Excess of Revenues and Other Financing Sources Over
(Under) Expenditures and Other Financing Uses

Fund Balances at Beginning of Year
Prior Year Encumbrances Appropriated

Fund Balances at End of Year

Liberty Benton Local School District

Governmental Fund Types

General Fund

Variance
Revised Favorable
Budget Actual (Unfavorable)
$2,807,807 $2,807,807
729,497 729,497
2,303,000 2,303,000
173,119 173,094 ($25)
44,566 44,457 (109)
1,515 1,515
400 400
35,557 35,456 (101)
6,095,461 6,095,226 (235)
2,851,443 2,763,937 87,506
235,821 210,177 25,644
316,580 299,709 16,871
280 280
16,750 13,990 2,760
233,357 218,381 14,976
244,365 230,690 13,675
9,500 8,365 1,135
518,720 477,488 41,232
249,022 234,139 14,883
1,875 1,625 250
817,679 673,702 143,977
475,207 432,141 43,066
63,284 58,273 5,011
161,803 140,079 21,724
6,195,686 5,762,976 432,710
(100,225) 332,250 432,475
23,704 23,704
345 296 (49)
44,951 44,951
(6,717) (6,717)
(298,435) (298,435)
(236,152) (236,201) (49)
(336,377) 96,049 432,426
1,632,110 1,632,110
127,696 127,696
$1,423,429 $1,855,855 $432,426




Governmental Fund Types

Special Revenue Funds

Debt Service Fund

Variance Variance
Revised Favorable Revised Favorable
Budget Actual (Unfavorable) Budget Actual (Unfavorable)
$698,284 $698,284
$49,510 $49,510 69,468 69,468
87,083 86,489 ($594)
5,479 5,479
5,455 5,455
147,527 146,933 (594) 767,752 767,752
22,645 22,616 29
11,738 11,738
2,104 2,104
17,456 17,394 62
10,427 9,736 691
13,768 13,768
5,000 5,000
87,472 74,463 13,009
11,069 11,069
910,626 7,514,053 ($6,603,427)
267,560 267,560
167,911 154,120 13,791 1,191,954 7,795,381 (6,603,427)
(20,384) (7,187) 13,197 (424,202) (7,027,629) (6,603,427)
700,000 7,303,427 6,603,427
10 10
24,335 24,335
6,717 6,717
(44,951) (44,951)
10 10 686,101 7,289,528 6,603,427
(20,374) (7,177) 13,197 261,899 261,899
50,894 50,894
3,752 3,752
$34,272 $47,469 $13,197 $261,899 $261,899
(Continued)
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COMBINED STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN
FUND BALANCES - BUDGET AND ACTUAL (NON-GAAP BASIS)
ALL GOVERNMENTAL AND SIMILAR FIDUCIARY FUND TYPES
FOR THE FISCAL YEAR ENDED JUNE 30, 1998

Revenues:

Property and Other Local Taxes
Income Taxes
Intergovernmental

Interest

Tuition and Fees

Rent

Extracurricular Activities

Gifts and Donations
Miscellaneous

Total Revenues

Expenditures:
Current:
Instruction:
Regular
Special
Vocational
Adult/Continuing
Other
Support Services:
Pupils
Instructional Staff
Board of Education
Administration
Fiscal
Business
Operation and Maintenance of Plant
Pupil Transportation
Central Services
Non-Instructional Services
Extracurricular Activities
Capital Outlay
Debt Service:
Principal Retirement
Interest and Fiscal Charges

Total Expenditures
Excess Expenditures Over Revenues

Other Financing Sources (Uses):
Proceeds from Sale of Bonds
Refund of Prior Year Expenditures
Other Financing Sources
Advances In

Advances Out

Operating Transfers In

Operating Transfers Out

Total Other Financing Sources (Uses)

Excess of Revenues and Other Financing Sources Over

(Under) Expenditures and Other Financing Uses

Fund Balances at Beginning of Year
Prior Year Encumbrances Appropriated

Fund Balances at End of Year

(Continued)

Governmental Fund Types

Capital Projects Fund

Variance
Revised Favorable
Budget Actual (Unfavorable)
$584 $584
1,329 1,329
800 800
2,713 2,713
566 $566
127,922 123,096 4,826
1,208 1,208
24,289 24,289
63,000 62,049 951
90,497 94,576 (4,079)
307,482 305,218 2,264
(304,769) (302,505) 2,264
303,012 298,435 (4,577)
303,012 298,435 (4,577)
(1,757) (4,070) (2,313)
116,959 116,959
54,519 54,519
$169,721 $167,408 ($2,313)

The notes to the general-purpose financial statements are an integral part of this statement.
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Fiduciary Fund Type

Expendable Trust Fund

Totals (Memorandum Only)

Variance
Revised Favorable
Budget Actual (Unfavorable)
$1,250 $1,250
1,250 1,250
1,800 1,600 $200
1,800 1,600 200
(550) (350) 200
(550) (350) 200
1,067 1,067
$517 $717 $200

Liberty Benton Local School District

Variance
Revised Favorable
Budget Actual (Unfavorable)
$3,506,091 $3,506,091
729,497 729,497
2,422,562 2,422,562
174,448 174,423 ($25)
44,566 44,457 (109)
1,515 1,515
87,083 86,489 (594)
7,929 7,929
41,012 40,911 (101)
7,014,703 7,013,874 (829)
2,874,088 2,786,553 87,535
247,559 221,915 25,644
319,250 301,813 17,437
280 280
16,750 13,990 2,760
233,357 218,381 14,976
389,743 371,180 18,563
9,500 8,365 1,135
529,147 487,224 41,923
262,790 247,907 14,883
3,083 2,833 250
841,968 697,991 143,977
538,207 494,190 44,017
68,284 63,273 5,011
1,800 1,600 200
249,275 214,542 34,733
101,566 105,645 (4,079)
910,626 7,514,053 (6,603,427)
267,560 267,560
7,864,833 14,019,295 (6,154,462)
(850,130) (7,005,421) (6,155,291)
700,000 7,303,427 6,603,427
23,714 23,714
24,680 24,631 (49)
51,668 51,668
(51,668) (51,668)
303,012 298,435 (4,577)
(298,435) (298,435)
752,971 7,351,772 6,598,801
(97,159) 346,351 443,510
1,801,030 1,801,030
185,967 185,967
$1,889,838 $2,333,348 $443,510
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STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN
FUND EQUITY - ENTERPRISE FUND
FOR THE FISCAL YEAR ENDED JUNE 30, 1998

Operating Revenues:
Sales

Operating Expenses:
Salaries and Wages
Fringe Benefits
Purchased Services
Materials and Supplies
Cost of Sales
Depreciation

Total Operating Expenses
Operating Loss

Non-Operating Revenues:
Federal Donated Commodities
Operating Grants

Total Non-operating Revenues
Net Income
Retained Earnings (Deficit) at Beginning of Year
Retained Earnings (Deficit) at End of Year
Contributed Capital at Beginning and End of Year
Total Fund Equity at End of Year

Enterprise

$203,808

105,197
24,420
11,414

6,471

108,312

14,812

270,626

(66,818)
26,797
42,040
68,837

2,019
(5,298)
(3,279)

129,231
$125,952

The notes to the general-purpose financial statements are an integral part of this statement.

Liberty Benton Local School District
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STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN FUND BALANCES

BUDGET AND ACTUAL (NON-GAAP BASIS) - ENTERPRISE FUND

FOR THE FISCAL YEAR ENDED JUNE 30, 1998

Revenues:
Sales
Operating Grants

Total Revenues

Expenses:

Salaries

Fringe Benefits
Purchased Services
Materials and Supplies
Capital Outlay

Total Expenses
Excess of Expenses Over Revenues
Fund Balances at Beginning of Year

Fund Balances at End of Year

The notes to the general-purpose financial statements are an integral part of this statement.

Liberty Benton Local School District

Variance
Revised Favorable

Budget Actual (Unfavorable)
$203,336 $203,336
41,393 41,393
244,729 244,729

112,268 106,776 $5,492

29,884 24,084 5,800

15,150 11,514 3,636

104,000 88,055 15,945

5,000 1,995 3,005

266,302 232,424 33,878

(21,573) 12,305 33,878
25,067 25,067

$3,494 $37,372 $33,878
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STATEMENT OF CASH FLOWS
ENTERPRISE FUND
FOR THE FISCAL YEAR ENDED JUNE 30, 1998

Cash Flows from Operating Activities:
Cash Received from Customers
Cash Payments to Suppliers for Goods and Services
Cash Payments to Employees for Services
Cash Payments for Fringe Benefits

Net Cash Used for Operating Activities

Cash Flows from Noncapital Financing Activities:
Cash Received from Operating Grants

Cash Flows from Capital and Related Financing Activities:
Acquisition of Capital Assets

Net Increase in Cash and Cash Equivalents
Cash and Cash Equivalents at Beginning of Year

Cash and Cash Equivalents at End of Year

Reconciliation of Operating Loss to Net
Cash Used for Operating Activities:

Operating Loss

Adjustments to Reconcile Operating Loss
to Net Cash Used for Operating Activities:
Non-Operating Change in Accruals
Depreciation
Donated Commodities Used During Year
Changes in Assets and Liabilities:
Increase in Accounts Receivable
Decrease in Inventory Held for Resale
Increase in Materials and Supplies Inventory
Decrease in Prepaid Iltems
Decrease in Accounts Payable
Increase in Accrued Wages and Benefits
Decrease in Compensated Absences Payable
Increase in Intergovernmental Payable

Net Cash Used by Operating Activities

Enterprise

$203,336
(99,569)

(106,776)
(24,084)

(27,093)

41,393

(1,995)

12,305
25,067

$37,372

($66,818)

14,812
26,797

(472)
17
(86)
121
(100)
634
(2,313)
315

($27,093)

The notes to the general-purpose financial statements are an integral part of this statement.

Liberty Benton Local School District

14



NOTES TO THE GENERAL-PURPOSE FINANCIAL STATEMENTS
JUNE 30, 1998

NOTE 1 - REPORTING ENTITY

Liberty Benton Local School District (the School District) is organized under Article VI, Sections 2 and 3 of
the Constitution of the State of Ohio. The School District operates under a locally-elected Board form of
government consisting of five members elected at-large for staggered four year terms. The School District
provides educational services as authorized by State statute and/or Federal guidelines.

The School District was established in 1954 through the consolidation of existing land areas and the Benton
Ridge School and the Liberty Township School. It is located in Hancock County and includes all of the
Village of Benton Ridge, and part of Blanchard, Eagle, and Liberty Townships. The School District is the
461st largest in the State of Ohio (among 611 school districts) in terms of enrollment. It is staffed by sixty
classified employees, eighty certified teaching personnel, and five administrative employees who provide
services to 1,204 students and other community members. The School District currently operates two
instructional buildings.

Reporting Entity

A reporting entity is composed of the primary government, component units, and other organizations that
are included to insure that the financial statements are not misleading. The primary government of the
School District consists of all funds, departments, boards, and agencies that are not legally separate from
the School District. For Liberty Benton Local School District, this includes general operations, food service,
and student related activities of the School District.

Component units are legally separate organizations for which the School District is financially accountable.
The School District is financially accountable for an organization if the School District appoints a voting
majority of the organizations’ governing board and (1) the School District is able to significantly influence
the programs or services performed or provided by the organization; or (2) the School District is legally
entitled to or can otherwise access the organizations’ resources; the School District is legally obligated or
has otherwise assumed the responsibility to finance the deficits of or provide financial support to the
organization; or the School District is obligated for the debt of the organization. Component units may also
include organizations that are fiscally dependent on the School District in that the School District approves
the budget, the issuance of debt, or the levying of taxes. There are no component units of the Liberty
Benton Local School District.

The School District is associated with two jointly governed organizations and two insurance pools. These
organizations are the Northwest Ohio Area Computer Services Cooperative (NOACSC), Blanchard Valley
Cooperative Vocational Career Center, Hancock County Schools Health Benefit Fund and Trust, and the
NOACSC Workers’ Compensation Group Rating Plan. Information about these organizations is presented
in Notes 17 and 18 to the combined financial statements.

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements of the Liberty Benton Local School 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 School District also applies Financial Accounting
Standards Board (FASB) statements and interpretations issued on or before November 30, 1989, to the
enterprise fund provided they do not conflict with or contradict GASB pronouncements. The more significant
of the School District’s accounting policies are described below.

Liberty Benton Local School District 15



NOTES TO THE GENERAL-PURPOSE FINANCIAL STATEMENTS
JUNE 30, 1998
(Continued)

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

A.

Basis of Presentation - Fund Accounting

The School District uses funds and account groups to report on its financial position and the results
of its operations. Fund accounting is designed to demonstrate legal compliance and to aid financial
management by segregating transactions related to certain School District functions or activities.

Afund is defined as a fiscal and accounting entity with a self-balancing set of accounts recording cash
and other financial resources, together with all related liabilities and residual equities or balances, and
changes therein, which are segregated for the purpose of carrying on specific activities or attaining
certain objectives in accordance with special restrictions or limitations. An accountgroup is afinancial
reporting device designed to provide accountability for certain assets and liabilities not recorded in
the funds because they do not directly affect net available expendable resources.

For financial statement presentation purposes, the various funds of the School District are grouped
into the following generic fund types under the broad fund categories governmental, proprietary, and
fiduciary.

1. Governmental Fund Types

Governmental funds are those through which most governmental functions of the School District
are financed. The acquisition, use, and balances of the School District's expendable financial
resources and the related current liabilities (except those accounted for in proprietary funds and
trust funds) are accounted for through governmental funds. The following are the School District’s
governmental fund types:

General Fund - The General Fund is the operating fund of the School 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 School District for any purpose provided it is expended
or transferred according to the general laws of Ohio.

Special Revenue Funds - 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 expenditure 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 obligation principal, interest, and related costs.

Capital Projects Funds - Capital projects funds are used to account for financial resources to be
used for the acquisition or construction of major capital facilities (other than those financed by
proprietary funds or trust funds).

2. Proprietary Fund Type

Proprietary funds are used to account for the School District’s ongoing activities which are similar
to those found in the private sector. The following is the School District’s proprietary fund type:

Liberty Benton Local School District 16



NOTES TO THE GENERAL-PURPOSE FINANCIAL STATEMENTS
JUNE 30, 1998
(Continued)

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

A

Basis of Presentation - Fund Accounting
2. Proprietary Fund Type (Continued)

Enterprise Fund - The enterprise fund is used to account for operations that are financed and
operated in a manner similar to private business enterprises where the intent 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 where it has been
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.

3. Fiduciary Fund Types

Fiduciary funds are used to account for assets held by the School District in a trustee capacity or
as an agent for individuals, private organizations, other governmental units, and/or other funds.
These include expendable trust, nonexpendable trust, and agency funds. The expendable trust
fund is accounted for in essentially the same manner as governmental funds. The School District
did not have any nonexpendable trust funds in fiscal year 1998. Agency funds are custodial in
nature (assets equal liabilities) and do not involve measurement of results of operations.

4. 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 a general
nature, the following account groups are used:

General Fixed Assets Account Group - This account group is established to account for all fixed
assets of the School District, other than those accounted for in proprietary funds or trust funds.

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

Measurement Focus and Basis of Accounting

The accounting and financial reporting treatment applied to a fund is determined by its measurement
focus. All governmental fund types and the expendable trust fund are accounted for using a flow of
current financial resources measurement focus. With this measurement focus, only current assets
and current liabilities are generally included on the balance sheet. Operating statements of these
funds presentincreases (i.e., revenues and other financing sources) and decreases (i.e., expenditures
and other financing uses) in net current assets.

The enterprise fund is accounted for using a flow of economic resources measurement focus. With
this measurement focus, all assets and all liabilities associated with the operation of the fund are
included on the balance sheet. Fund equity (i.e., net total assets) is segregated into contributed
capital and retained earnings components. The enterprise fund operating statement presents
increases (e.g., revenues) and decreases (e.g., expenses) in net total assets.

Liberty Benton Local School District 17



NOTES TO THE GENERAL-PURPOSE FINANCIAL STATEMENTS
JUNE 30, 1998
(Continued)

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

B.

Measurement Focus and Basis of Accounting (Continued)

Basis of accounting refers to when revenues and expenditures or expenses are recognized in the
accounts and reported in the financial statements. Basis of accounting relates to the timing of the
measurements made.

The modified accrual basis of accounting is followed for the governmental fund types, expendable
trust and agency funds. Under this basis, revenues are recognized in the accounting period when
they become both measurable and available. “Measurable” means the amount of the transaction can
be determined, and “available” means collectible within the current fiscal year or soon enough
thereafter to be used to pay liabilities of the current fiscal year. The available period for the School
District is sixty days after fiscal year end.

In applying the susceptible to accrual concept under the modified accrual basis, the following revenue
sources are deemed both measurable and available: taxpayer-assessed income taxes, grants,
interest, tuition, student fees, and rent.

The School District reports deferred revenues 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. In the subsequent period, when both revenue recognition criteria
are met, the liability for deferred revenue is removed from the combined balance sheet and revenue
is recognized. Property taxes measurable as of June 30, 1998, and delinquent property taxes, whose
availability is indeterminable and which are intended to finance fiscal year 1999 operations, have been
recorded as deferred revenue.

The measurement focus of governmental fund accounting is on decreases in net financial resources
(expenditures) rather than expenses. Expenditures are generally recognized in the accounting period
in which the related fund liability is incurred, if measurable. Allocations of cost, such as depreciation
and amortization, are not recognized in the governmental funds.

The accrual basis of accounting is utilized for reporting purposes by the enterprise fund. Revenues
are recognized in the accounting period in which they are earned, and expenses are recognized at
the time they are incurred. The fair value of donated commodities used during the year is reported
on the operating statement as an expense with a like amount reported as donated commodities
revenue. Unused donated commodities are reported as deferred revenue

Budgetary Process

The budgetary process is prescribed by provisions of the Ohio Revised Code and entails the
preparation of budgetary documents within an established timetable. The major documents prepared
are the tax budget, the certificate of estimated resources, and the appropriation resolution, all of which
are prepared on the budgetary basis of accounting. The certificate of estimated resources and the
appropriation resolution are subject to amendment throughout the year with the legal restriction that
appropriations cannot exceed estimated resources, as certified.

All funds, other than agency funds, are legally required to be budgeted and appropriated. The primary
level of budgetary control is at the object level within each function. Any budgetary modifications at
this level may only be made by resolution of the Board of Education.
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NOTES TO THE GENERAL-PURPOSE FINANCIAL STATEMENTS
JUNE 30, 1998
(Continued)

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

C.

Budgetary Process (Continued)

The Eisenhower, Title VI-B, Drug Free, and Early Childhood Preschool special revenue funds are flow
through grants in which the Hancock County Educational Service Center is the primary recipient.
Budgetary information for these funds is not included within the School District’s reporting entity for
which the “appropriated budget” is adopted.

1.

Tax Budget

Prior to January 15, 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 express 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 Hancock County Budget
Commission for rate determination.

Estimated Resources

Prior to April 1, the Board of Education accepts, by formal resolution, the tax rates, as determined
by the County Budget Commission, and receives the commission’s certificate of estimated
resources which states the projected revenue of each fund. Prior to June 30, the School District
must revise its budget so that total contemplated expenditures from any fund during the ensuing
fiscal year will not exceed the amount stated in the certificate of estimated resources. The revised
budget then serves as the basis for the appropriation measure. On or about July 1, the certificate
is amended to include any unencumbered cash balances from the preceding fiscal year. The
certificate may be further amended during the year if projected increases or decreases in revenue
are identified by the School District Treasurer. The amounts reported in the budgetary statements
reflect the amounts in the final amended certificate issued during fiscal year 1998.

Appropriations

Upon receipt from the County Auditor of an amended certificate of estimated resources, based
on final assessed values and tax rates, or a certificate saying no new certificate is necessary, the
annual appropriation resolution must be legally enacted by the Board of Education at the fund,
function, and object level of expenditures, which are the legal levels of budgetary control. Prior
to the passage of the annual appropriation measure, the Board may pass a temporary
appropriation measure to meet the ordinary expenses of the School District. The appropriation
resolution, 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 at any level of control. Any revisions that alter the total of any fund appropriation, or alter
total function appropriations within a fund, or alter object appropriations within functions must be
approved by the Board of Education.

The Board may pass supplemental fund appropriations as long as the total appropriations by fund
do not exceed the amounts set forth in the most recent certificate of estimated resources. During
the year, one supplemental appropriation resolution was legally enacted; however, this
amendment was not significant.
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NOTES TO THE GENERAL-PURPOSE FINANCIAL STATEMENTS
JUNE 30, 1998
(Continued)

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
C. Budgetary Process (Continued)
3. Appropriations (Continued)

The budget figures which appear in the statements of budgetary comparisons represent the final
appropriation amounts, including all supplemental appropriations. Formal budgetary integration
is employed as a management control device during the year for all funds, other than agency
funds, consistent with statutory provisions.

4. Encumbrances

As part of formal budgetary control, purchase orders, contracts, and other commitments for the
expenditure of monies are recorded as the equivalent of expenditures on the non-GAAP
budgetary basis in order to reserve that portion of the applicable appropriation and to determine
and maintain legal compliance. Onthe GAAP basis, encumbrances outstanding atfiscal year end
are reported as areservation of fund balance for subsequent-year expenditures for governmental
fund types and the expendable trust fund and reported in the notes to the financial statements for
the enterprise fund.

5. Lapsing of Appropriations

At the close of each fiscal year, the unencumbered balance of each appropriation reverts to the
respective fund from which it was appropriated and becomes subject to future appropriation.
Encumbered appropriations are carried forward to the succeeding fiscal year and are not
reappropriated.

D. Cash and Investments

To improve cash management, cash received by the School District is pooled. Monies for all funds
are maintained in this pool. Individual fund integrity is maintained through School District records.
Each fund’s interest in the pool is presented as “Equity in Pooled Cash and Cash Equivalents” on the
combined balance sheet.

Cash and cash equivalents held for the School District by the Hancock County Educational Service
Center are included on the balance sheet as “Cash and Cash Equivalents with Fiscal Agent”.

During fiscal year 1998, investments were limited to repurchase agreements and STAR Ohio.
Repurchase agreements 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
Onhio’s share price, which is the price the investment could be sold for on June 30, 1998.

Following Ohio statutes, the Board of Education has, by resolution, specified the funds to receive an

allocation of interest earnings. Interest revenue credited to the General Fund during fiscal year 1998
amounted to $168,235, which includes $43,322 assigned from other School District funds.
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NOTES TO THE GENERAL-PURPOSE FINANCIAL STATEMENTS
JUNE 30, 1998
(Continued)

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

D.

Cash and Investments (Continued)

For purposes of the statement of cash flows and for presentation on the combined balance sheet,
investments of the cash management pool and investments with an original maturity of three months
or less at the time they are purchased by the School District are considered to be cash equivalents.
Investments with an initial maturity of more than three months are reported as investments.

Prepaid Items

Payments made to vendors for services that will benefit periods beyond June 30, 1998, are recorded
as prepaid items using the consumption method. A current asset for the prepaid amount is recorded
at the time of the purchase and an expenditure/expense is reported in the year in which services are
consumed.

Inventory

Inventory in the governmental funds is stated at cost while inventory in the enterprise fund is stated
at the lower of cost or market. For all funds, cost is determined on a first-in, first-out basis. Inventory
in the governmental funds consists of expendable supplies held for consumption. The costs of
inventory items are recorded as expenditures in the governmental fund types when purchased.
Reported materials and supplies inventory is equally offset by a fund balance reserve in the
governmental funds which indicates that it does not constitute available expendable resources even
though it is a component of net current assets. Inventory in the enterprise fund consists of donated
and purchased food and is expensed when used.

Restricted Assets

Restricted assets in the General Fund represent cash and cash equivalents set aside to establish a
budget stabilization reserve. This reserve is required by State statute and can be used only after
receiving approval from the State Superintendent of Public Instruction. During fiscal year 1998, the
School District received a $19,843 refund from the Bureau of Workers’ Compensation which State
statute required to be included in this reserve. This refund is presented as “Miscellaneous Revenue”
in the accompanying financial statement. A fund balance reserve has also been established.

Fixed Assets and Depreciation

General fixed assets are not capitalized in the funds used to acquire or construct them. Instead,
capital acquisition and construction costs are reflected as expenditures in governmental funds, and
the related assets are reported in the general fixed assets account group. Fixed assets utilized in the
enterprise fund are capitalized in the fund. All fixed assets are capitalized at cost (or estimated
historical cost) and updated for additions and retirements during the year. Donated fixed assets are
recorded at their fair market value as of the date received. The School District maintains a
capitalization threshold of one hundred dollars. The School District does not have any infrastructure.

The costs of normal maintenance and repairs that do not add to the value of the asset or materially
extend an asset’s life are not capitalized. Improvements are capitalized. Improvements to the
enterprise fund fixed assets are depreciated over the remaining useful lives of the related fixed assets.

Liberty Benton Local School District 21



NOTES TO THE GENERAL-PURPOSE FINANCIAL STATEMENTS
JUNE 30, 1998
(Continued)

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

H.

Fixed Assets and Depreciation (Continued)

Assets in the general fixed assets account group are not depreciated. Depreciation of furniture and
equipmentin the enterprise fund is computed using the straight-line method over an estimated useful
life of ten years.

Compensated Absences

Vacation benefits are accrued as a liability as the benefits are earned if the employees’ rights to
receive compensation are attributable to services already rendered and it is probable that the School
District will compensate the employees for the benefits through paid time off or some other means.
The School District records a liability for accumulated unused vacation time when earned for all
employees with more than one year of service.

Sick leave benefits are accrued as a liability using the vesting method. The liability includes the
employees who are currently eligible to receive termination benefits and those the School District has
identified as probable of receiving payment in the future. The amount is based on accumulated sick
leave and employees’ wage rates at fiscal year end, taking into consideration any limits specified in
the School District’s termination policy. The School District records a liability for accumulated unused
sick leave for certified employees after thirteen years of current service and for classified employees
after ten years of current service with the School District.

For governmental funds, the current portion of unpaid compensated absences is the amount expected
to be paid using available expendable resources. 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 the enterprise fund, the entire amount of compensated absences is reported as a fund liability.

Accrued Liabilities and Long-Term Obligations

In general, governmental fund payables and accrued liabilities are reported as obligations of the funds
regardless of whether they will be liquidated with current resources. However, compensated
absences and contractually required pension contributions that will be paid from governmental funds
are reported as liabilities in the general long-term obligations account group to the extent that they will
not be paid with current available expendable financial resources. In general, payments made more
than sixty days after fiscal year end are not considered to have been paid using current available
financial resources. Bonds are reported as a liability of the general long-term obligations account
group until due.

Long-term debt and other obligations financed by the enterprise fund are reported as liabilities in the
fund.

Under Ohio law, a debt service fund may be created and used for the payment of tax and revenue
anticipation notes. Generally accepted accounting principles requires reporting the liability in the fund
that received the proceeds. To comply with GAAP reporting requirements, the School District's debt
service fund has been split among the appropriate funds. Debt service fund resources used to pay
both principal and interest have also been allocated accordingly.
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(Continued)

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

K.

Contributed Capital

Contributed capital represents resources from other funds, other governments, and private sources
provided to the enterprise fund that is not subject to repayment. These assets are recorded at their
fair market value on the date donated. Depreciation on those assets acquired or constructed with
contributed resources is expensed and closed to unreserved retained earnings.

Because the School District had not prepared financial statements in accordance with generally
accepted accounting principles prior to fiscal year 1995, the exact amount of contributed capital
cannot be determined. Consequently, only those amounts that have been specifically identified have
been classified as contributed capital in the accompanying combined financial statements. All other
fund equity amounts pertaining to the enterprise fund have been classified as retained earnings.

Fund Balance Reserves

The School District records reservations for portions of fund equity which are legally segregated for
specific future use or which do not represent available expendable resources and therefore are not
available for appropriation or expenditure. Unreserved fund balance indicates that portion of fund
equity which is available for appropriation in future periods. Fund equity reserves are established for
property taxes, inventories of materials and supplies, budget stabilization, and encumbrances. The
reservation for property taxes represents taxes recognized as revenue under generally accepted
accounting principles but not available for appropriation under State statute.

Intergovernmental Revenues

For governmental funds, intergovernmental revenues, such as grants awarded on a
non-reimbursement basis, entittements, and shared revenues are recorded as receivables and
revenues when measurable and available. Reimbursement type grants are recorded as receivables
and revenues when the related expenditures are incurred. Other than commodities, grants and
entitlements for the enterprise fund operations are recognized as non-operating revenues in the
accounting period in which they are earned and become measurable.

The School District currently participates in several State and Federal programs, categorized as
follows:

Entitlements
General Fund
State Foundation Program
State Property Tax Relief
School Bus Purchase Allocation

Non-Reimbursable Grants
Special Revenue Funds
Professional Development
Vocational Education
Education Management Information Systems
Praxis IlI
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Intergovernmental Revenues (Continued)

Non-Reimbursable Grants (Continued)
Special Revenue Funds (Continued)
Eisenhower
Title VI-B
Title |
Title VI
Drug Free
Early Childhood Preschool
Capital Projects Funds
Vocational Educational Equipment
SchoolNet/SchoolNet Plus
Textbook/Instructional Materials

Reimbursable Grants
General Fund
Driver Education
Enterprise Fund
National School Lunch Program
Government Donated Commodities

Grants and entitlements amounted to approximately 35 percent of the revenues of the School
District’'s governmental fund types during the 1998 fiscal year.

Interfund Transactions

Quasi-external transactions are accounted for as revenues and expenditures, or expenses.
Transactions that constitute reimbursements to a fund for expenditures/expenses initially made from
it that are properly applicable to another fund are recorded as expenditures/expenses in the
reimbursing fund and as reductions of expenditures/expenses in the fund that is reimbursed.

Nonrecurring or nonroutine permanent transfers of equity are reported as residual equity transfers.
All other interfund transfers are reported as operating transfers.

Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting principles
requires management to make estimates and assumptions that affect the amounts reported in the
combined financial statements and accompanying notes. Actual results may differ from those
estimates.

Total Columns on General-Purpose Financial Statements

Total columns on the general-purpose financial statements are captioned “Totals (Memorandum
Only)” to indicate that they are presented only to facilitate financial analysis. Data in these columns
do not present financial position or results of operations in conformity with generally accepted
accounting principles. Neither is such data comparable to a consolidation. Interfund eliminations
have not been made in the aggregation of this data.
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NOTE 3 - CHANGE IN ACCOUNTING PRINCIPLES

For fiscal year 1998, the School District has implemented GASB Statement No. 31, “Accounting and
Financial Reporting for Certain Investments and for External Investment Pools”. This statement established
accounting and reporting guidelines for government investments and investment pools. Under this
statement, certain investments at cost are reported at fair value. The implementation of GASB Statement
No. 31 had no effect on fund balances/retained earnings as previously reported as of June 30, 1997.
NOTE 4 - ACCOUNTABILITY AND COMPLIANCE

A.  Accountability

The Food Service enterprise fund had deficit retained earnings of $3,279 at June 30, 1998. This is
the result of accumulated operating losses from prior years.

B. Compliance

The following accounts had expenditures in excess of appropriations for the fiscal year ended
June 30, 1998.

Fund Type/Fund/Function/Object Appropriations Expenditures Excess

General Fund:
Support Services:
Central
Materials and Supplies $2,000 $2,280 ($280)
Debt Service Fund:
Bond Retirement

Debt Service 1,178,186 7,781,613 (6,603,427)
Capital Projects Fund:
Building
Capital Outlay
Capital Outlay - New 3,793 8,528 (4,735)

NOTE 5 - BUDGETARY BASIS OF ACCOUNTING

While the School District is reporting financial position, results of operations, and changes in fund
balances/retained earnings on the basis of generally accepted accounting principles (GAAP), the budgetary
basis as provided by law is based upon accounting for certain transactions on a basis of cash receipts,
disbursements, and encumbrances. The Combined Statement of Revenues, Expenditures, and Changes
in Fund Balances - Budget (Non-GAAP Basis) and Actual - All Governmental Fund Types and Expendable
Trust Fund and the Statement of Revenues, Expenses, and Changes in Fund Balance - Budget (Non-GAAP
Basis) and Actual - Food Service Enterprise Fund are presented on the budgetary basis to pro