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STATE OF O4I10o . 35 North Fourth Street, 1% Floor

OFFICE OF THE AUDITOR Columbus, Ohio 43215
. —_— . Telephone 614-466-4514
Jms PETRO, AUDITOR OF STATE 800-282-0370

Facsimile 614-728-7398

Board of Education
Painesville Township Local School District
Painesville, Ohio

We have reviewed the Independent Auditor's Report of the Painesville Township Local School
District , Lake County, prepared by Snodgrass CPAs, for the audit period July 1, 1998 through
June 30, 1999. Based upon this review, we have accepted these reports in lieu of the audit
required by Section 117.11, Revised Code. The Auditor of State did not audit the accompanying
financial statements and, accordingly, we are unable to express, and do not express an opinion
on them.

Our review was made in reference to the applicable sections of legislative criteria, as reflected
by the Ohio Constitution, and the Revised Code, policies, procedures and guidelines of the
Auditor of State, regulations and grant requirements. The Painesville Township Local School
District is responsible for compliance with these laws and regulations.

January 10, 2000



SINODGRASS

Cerritied Pubtic Accountants and Consultants

independent Auditors’ Report

Board of Edycation
Painesville Township Local Scheol District - Lake County
Painesville Township, Ohilo

We have audited the accompanying general purpose financial statements of Painesville Township Lacal
School District - Lake County ({the “District”), as of and for the year ended June 30, 1899 as listed in the table
of contents. These general purpose financial statemenis are the responsibility of the District's management.
Our responsibility is o express an opinion on these general purpose financial statements based on our audit.

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

In our opinion, the general purpose financial statements referred to above present fairly, in all material
respects, the financial position of the District, as of June 30, 1898, and the resulis of its operations and the
cash flows of its propriefary fund types for the year then ended in conforrify with generally accepted
accounting principles,

In accordance with Government Audifing Standards, we have also issued a report dated December 9, 1999
on our consideration of the District’s internal control over financial reporting and our tests of its cotmpliance
with cerfain provisions of laws, reguiations, confracts and grants.

Qur audit was performed for the purpose of forming an opinion on the general purpose financial statements
taken as a whele, The accompanying schedule of expendifures of federal awards - cash is presented for
purposes of additional analysis as required by U.8. Office of Management and Budget Circular A-133, Audiis
of States, Local Govemnmments, and Non-Profit Organizations, and is not a required part of the general purpose
financial statements. Such information has been subjected to the auditing procedures applied in the audit
of the general purpose financial statements and, in our opinion, is fairly stated, in all material respects, in
relation fo the general purpose financial statements taken as a whole.

B Lnacgires 4.c.

Mentor, Ohio
December 9, 15399

S.R. Snodgrass, A.C.
5840 Heisley Road Mentoy, OH 44060~1856¢ Thone: 440-352~3949/440-.951~2451 Facsimile: 440-351-.9314
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PAINESVILLE TOWNSHIP LOCAL SGHOOL DISTRICT - LAKE GOUNTY
COMBINED STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND RALANCES
BUDGET (NON-GAAP BASIS) AND ACTUAL
ALL GOVERNMENTAL FUND TYPES
FOR THE YEAR ENDED JUNE 30, 1999
General Fund

Variance
Favarable
REVENUES Budget Actual {Unfavorable)
Taxes $ 17021086 § 17021098 § -
Tuition 569,851 569,651 -
Transportation fees 53,730 50, 73C -
Interest 354,298 354,208 -
Classroom materials and fees 114,738 114,738 -
Extracurricular activitles - - -
Miscellanecus 36,208 36,208 -
Revenue from intermediate sources - - -
Revenue from state sources 8,903,558 5,903,558 -
Revetiue fram federal sources - - -
Total revenues 25,050,277 25,650,277 -
EXPENDITURES
Current
Instruction:

Regular 12,008,322 12,009,322 -

Speclal 1,575,000 1,575,000 -

Other 456,729 456,720 -

Support services:

Pupil 702,284 702,284 -

lnstructional staff 475,794 AT7E.794 -

Board of Education 24,998 24,598 -

Administration 2,401,777 2,404,777 -

Fiscal services 547,473 B4T7 473 -

Business 97 816 97,8318 -

Operation and maintenance of plant 2,866,065 2,868,085 -

Pupii transportatioh 2,298,438 2,298,438 ~

Central - 8,205 8205 -

Non-instrnuctional services:
Food services 21,875 21,875 -
Community seyvices - - -
Extracurricular activities 232,835 232,835 -
Debt service:

Repayment of debt - - -
Total expenditures 23,718 609 23,718,609 -
Excass (deficiency) of revanue over {under} expanditures 1,231,568 1,331,568 -

OTHER FINANCING SOURCES (USES)

Transfers in 202 508 202508 -
Transters out {408,050) {409,050} -
Advances in 37,004 37,004 -
Advances out (44,992) {44,992y -
Refund of prior year expenditures 14,469 14,469 -
Sele and gain of assets 11,795 11,785 -
Total other financing {uses} {188,266} (188,2686) -

Excess of revenues and other financing sources over (under)
expenditures and ather financing uses 1,143,492 1,143,402 -
FUND BALANCES - BEGINNING OF YEAR 3,810,880 3,610,980 -
PRICR YEAR ENCUMBRANGCES - APPROPRIATED 240,066 240,085 -
FUND BALANCES - END OF YEAR $ 4584448 § 4884448 § -

The accompanying notes are an integral part of the financial statemenis

7



Speclal Revenue Fund Debt Service Fund Capitai Projects Fund

Varlance Variance Variance
Faverable Favarable Favorable
Budget Actual {Unfavorable) Budget Actual {Unfavorable) Budget Actual {Unfavorable)
3 - 5 - B - $ B7eE689 § B7BER9 8 - $ 888847 § 8BBB4T B -
660 660 - . . - - - -
2,735 2,735 - - ) - - 85,399 65,399 -
381,130 381,130 - - - - - - -
14913 14,813 - ~ - - - - - -
12,872 12,672 - - - - - - -
159,857 159,857 - 97,036 97,036 - 211,067 211,087 -
544,822 544,822 - - . -~ - - -
1116,788 1,116,769 - 875,725 975,725 - 1,165,313 1,165313 -
295,822 242,037 53,785 - - - 418,238 385,583 28,6845
324018 312963 11,056 - - - - - -
g6,882 80,484 16,498 - - - - - -
125,716 110,082 15,634 - ~ - 20,452 11,372 8,080
135,972 110,791 25,181 - ~ - - - -
400 - 400 - - - 1,678,976 1,878,982 14
38,127 39,079 48 - - - - - 281,110 265,789 15,321
19,576 7.503 12,073 - - - - - -
- . - - . < 11,735 11,735 -
54,507 36,279 18,228 - - ~ - - -
310,207 246,013 70,184 - - - 255853 5,288 20,286
- - - 1,606,805 1,608,205 ~ - - -
1402328 1,179,231 223 047 1,608,005 1,606,805 N 2,436,008 2,362 750 75,346
(285,539) (62,442) 223,007 {631,180 {631,180) - (1,270,783) (1,197,437 73,345
50,231 50,231 ; 706310 708310 - - . -
(16,645) (16,845) - — . - (533,340) (533,340) -
4,982 4,982 - . - . - - -
36,568 38 568 - 708,310 706,310 - (533,340) (543,340) .
(246,971} (23,874) 223,097 75,130 75,130 - (1,804,123} {1 ,?30,7'7?’) 73,348
284,443 264,443 - 238078 238,078 - 848,418 343418 -
30,489 30,489 - - - - 1,368,161 1,368,161 -

L}

$ 47957 $ 271058 0§ 223VST 0§ MIJ0E 0% B3B3 $ 410458 § 483802 § 73348
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PAINESVILLE TOWNSHIP LOCAL SCHOOL DISTRIGT - LAKE COUNTY ,

COWRMED STATEMENT OF REVENUES, EXPENDITURES AND CHANGES N FUND BALANCES
BUDGET {(NON-GAAP BASIS} AND ACTUAL

ALL GOVERNMENTAL. FUND TYPES
FOR THE YEAR ENDED JUNE 30, 1999

Totals {(Memorandum Cniy)
Varanee
Favorable
REVENUES Budget Actusl {Unfavorabie)
Taxes $ 18788832 §$ 18788832 8§ -
Tuition 570,311 570,311 -
Transportation fees 80,730 50,730 -
Interest 422,432 422,432 -
Classroom materlals and fees 114,738 114,736 -
Extracurrictilar activities 381,130 381,130 -
Miscellanenus 51,121 51,121 -
Revenue from intermediate squrces 12,672 12,672 -
Reveriue from state sources 7,371,518 7371,518 -
Revenue from federal scurces 544,822 §44.822 -
Total revenues 28,308,104 28,308,104 -
EXPENDITURES
Current
Instruction:

Regular 12,723,382 12,840,952 82,430

Special 1,899,019 1,887,963 11,056

Cther 456,729 458 728 -

Support services:!

Pupit 799,256 782,758 186,498

Instructicnaj staff 621,852 597 248 24,714

Board of Education 24,998 24 598 -

Administration 2537749 2,512,568 25,181

Fiscal services 547,473 547 473 -

Business 97,816 aor.816 -

Operation and mairtenance of plant 4 545 441 4,545,027 414

Pupit transportation 26188673 2,603,304 15,369

Centrai 27,781 158,708 12,073

MNen-instructional services:
Food services 33,810 33,610 -
Communlty services 54 507 38279 18,228
Extracurricular activities 568,627 478,147 90,480
Debt service:

Repayment of debt . 1,606,905 1,806,905 -
Total expenditures 29,163,938 28,867 485 286,443
Excess (deficiency) of revenue over {under) expenditures (855,834) (559,391} 206,443

OTHER FINANCING SOURCES (USES)
Transters in ©59,049 959,049 -
Transfers out (859,035) {959,035) -
Advances in 37,004 37,004 -
Advances out {44,092) {44,892} -
Refund of prior year expenditures 19,451 19,451 -
Sale and gain of asseis 11,795 11,795 -
Total other financing {uses) 23,272 23,272 -
Excess of revenues and ofher financing scurces over (under)
expenditures and other financing uses {B32,5682) (536,119) 208,443
FUND BALANGES - BEGINNING OF YEAR 4,861,918 4,861,919 -
PRIOR YEAR ENCUMBRANCES - APPROPRIATED 1,636,716 1,636,716 -
FUND BALANCES - END OF YEAR $ 5786073 % 60825186 § 288 443

The accompanying notes are an Integral part of the financial staterments



PAINESVILLE TOWNSHIP LOCAL SCHOOL DISTRICT - LAKE COUNTY

COMBINED STATEMENT OF REVENUES, EXPENSES AND CHANGES IN RETAINED EARNINGS

ALL PROPRIETARY FUND TYPES
FOR THE YEAR ENDED JUNE 30, 1999

Internal Totals
Enterprise Service {Memorandum
Funds Funds Only)
OPERATING REVENUES:
Food services $ 780,049 $ - $ 780,049
Extracurricular activities 50 10,335 10,385
Misceilaneous revenue 190,079 - 190,079
Total operating revenues 970,178 10,335 930,513
OPERATING EXPENSES:
Sajaries and wages 445,155 - 445,155
Fringe benafits 156,008 - 156,008
Purchased services 41,097 - 41,097
Supplies and materials 540,727 - 540,727
Depreciation 4,704 - 4,704
Other objects 14 10,843 10,857
Tota} cperating expenses 1,187,705 10,843 1,198,548
Operating foss (217,527) (508) (218,035
NON-OPERATING REVENUES AND EXPENSES:
State sourges:
Unrestricted grants-in-aid 8,817 - 6,817
Federal sources:
Unrestricted grants-in-aid 202,294 - 202,204
Total non-operating revenues 208,111 - 208,111
Net loss (8,418) (508) (8,924)
BEGINNING RETAINED EARNINGS 60,864 1,562 62,418
ENDING RETAINED EARNINGS $ 52,448 5 1,044 $ 53,482

The accompanying notes are an integral part of the financial statements.
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PAINESVILLE TOWNSHIP LOCAL SCHOOL DISTRICT - LAKE COUNTY
COMBINED STATEMENT OF CASH FLOWS
ALL PROPRIETARY FUND TYPES
FOR THE YEAR ENDED JUNE 30, 1999

CASH FLOWS FROM OPERATING ACTIVITIES: '
Operaiing loss

ADJUSTMENTS TO RECONCILE OPERATING LCSS
TO NET CASH USED IN OPERATING ACTIVITIES:
Depreciation
Donated consumables
Net increase in assets:
Inventory
Net increase {decrease) in liabilities:
Accountis payabie
Interfund payable
Accrued wages and benefits
Compernsated absences
Deferred revenue
Total adjustments

Net cash used in operating activities

CASH FLOWS FROM NON-CAPITAL FINANCING ACTWITIES
Operating grants received

Net increase {decrease) in cash and cash equivalents
CASH AND CASH EQUIVALENTS - BEGINNING OF YEAR

CASH AND CASH EQUIVALENTS - END OF YEAR

Intemai Totais
Enterprise Setvice  (Memorandum)
Funds Funds Cnly)
$ (217,527 $ (808) $ (218,035)
4,704 - 4,704
50,263 - 50,263
{4,812) ~ {4.812)
(986) . (96)
7.988 - 7,988
(2,419) - {2,419
457 - 457
4,163 - 4,183
60,248 - 60,248
(157,279) (508) (157,787)
158,848 - 158,848
1,569 (508) 1,081
47,260 1,552 48,812
$ 48828 % 1,044 3 46,873

The accompanying notes are an integral part of the financial statements.
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PAMNESVILLE TOWNSHIP LOCAL SCHOOL DISTRICT
LAKE COUNTY
NOTES TO FINANCIAL STATEMENTS

DESCRIPTION OF THE DISTRICT

The Painesville Township Lacal Schoot District {the "District™) is a body politic and carporate established
for the purpose of exercising the rights and privileges conveyed 1o it by the constitution and laws of the
State of Ohio. The District is a local district as defined by Section 3311.03 of the Ohio Revised Code. The
District operates under a five-member elected Board of Education and is responsible for the provision of
public education {o residents of the District.

The District is located in Lake County.

Average daily membership (ADM) as of June 1, 1983 was 3,812, The District employed 241 certificated
employees and 228 noncertificated employees. It currently operates six etementary schools, a middle
school, a junior high school and a high school.

DESCRIPTION OF REPORTING ENTITY, BASIS OF PRESENTATION AND SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES

FINANCIAL REPORTING ENTITY

in accordance with Governmental Accounting Standards Board (GASB) Statement No. 14, the financial
reporting entity consists of a primary government and its component units. The District is a primary
government because itis a special-purpose government that has a separately elected governing body,
is legally separate and is fiscally independent of other state and local governments. Furthermore, there
are no component units combined with the District for financial statement presentation purposes, and it
is not included in any other governmental reporting entity. Consequently, the District's financial statements
include only the funds and account groups of those organizational entities for which its elected governing
hody is financially accountable. The District's major operations include education, pupil transportation,
food service and maintenance of District facilities.

The District patticipates in two jointly govemed otganizations that are further described in the notes to the
financial statements.

BASIS OF PRESENTATION

The accounting policies of the District conform to generaily accepted accounting principtes (GAAP) as
applicable to governments.

The financial fransactions of the District are recorded in individual funds and account groups. The various
funds and account groups are reported by type in the general purpose financial statements. Amounts in
the "fotals ~ memorandum only" columns in the general purpose financial statements represent a
summation of the combined financial statement line items of the fund types and account groups and are
presented only for analytical purposes. The summation includes fund types and account groups that use
different bases of accounting, interfund transactions that have not been eliminaied, and the caption
"amounts to be provided”, which does not represent an asset. Consequently, amounis shown in the
"totals - memorandum only" columns are not comparable to a consolidation and do not represent the total
resaurces available ot total revenues and expenditures/expenses of the District.

13



PAINESVILLE TOWNSHIP LOCAL SCHOOL DISTRICT
LAKE COUNTY
NOTES TO FINANCIAL STATEMENTS {CONTINUED)

DESCRIPTION OF REPORTING ENTITY, BAS!S OF PRESENTATION AND SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

The Dislict uses the following fund categories, fund types and account groups:

Governmental Fund Types

Govemmental Fund Types are accounted for on a flow of current financial resources measurement focus.
Only current assets and current liabilities are generally included on their balance sheets, Their operating
statements present sources {revenues and other financing sources) and uses {expenditures and other
financing uses) of "available spendable resources” during a period.

General Fund - The general cperating fund of the District is used to account for all revenues and
expenditures except those required o be accounted for in another fund.

Special Revenue Funds - Special revenue funds are used o account for revenue from specific
sources (other than expendable trust or major capital projecis) which require separate
accounting because of {egal restrictions requiring that expenditures be for specified purposes.

Debt Setvice Fund - The debt service fund is used to account for the accumulation of resources
for, and the payment of, general long-term debt principal and interest and refated cost; and for
the payment of interest on general obligation notes payable, as required by Ohie Law.

Capital Projects Fund - The capital projects fund Is used to account for revenues and
expenditures related to the acqiisifion or construction of major capital facilities (other than those
financed by proprietary funds).

Proprietary Fund Types

Proprietary Fund Types are accounted for on a flow of economic resources measurement focus.
All assefs and all fiabilities (whether current or noncurrent) associated with their activity are
included on their bafance sheets. Proprietary fund measurement focus Is based upon
determination of net income, financial positjon and cash flows.

Enterprise Funds - Enterprise funds are used to account for operations where the intention is to
finance such opefalions piimarily through user charges or to where the District has decided that
the periodic determination of revenuss, expenses and net income is appropriate. Food service
and laichkey fees reprasent the major operations included in the Enterprise Fund.

Intemal Service Funds - Internal service funds are used to account for the financing of goods or
services provided by one departmient or agency 1o other depariments or agencies of the District,
or to other governments on a cost-reimbursement basls. Extracurricular activities represent the
operations included in the Internal Service Funds.

Fiduciary Fund Types

Agency Fund - Student activities fund accounts are for the resources that belong to the student
bodies of the various schools, accounting for sales and other revenue generating activities.
Expenditures are primarily for educational supplies, materials and testing. Agency funds are
custodial in nature and do not involve measurement of resuits of operations.

14



PAINESVILLE TOWNSHIP LOGAL SCHGOL DISTRICT
LAKE COUNTY
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

DESCRIPTION OF REPORTING ENTITY, BASIS OF PRESENTATION AND SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

Account Groups

Account groups are used fo establish accounting control and accountability for the District's
general fixed assets and general long-term debt.

General Fixed Assets — General fixed assels are used to account for capital assels used in
general government operations with a useful life of greater than one year (other than those
accounted for in Proprietary Funds).

General Long-Term Debt - General long-term debt is used to account for all long-term
obligations of the District, except for those accounted for in Proprietary Funds. These obligations
are secured by the credit of the District as a whole and are payable from general government
resources or assessments against property owners,

BASIS OF ACCOUNTING

Governmental and Fiduciary Fund Types are accounted for on the modified accrual basis of accounting.
Governmental revenues are recognized when they become measurable and available to finance
expenditures of the current period. Revenue iterms, which are susceptibie to accrual and therefore are
recorded as receivables, include property taxes and reimbursable-type grants. Expenditures are
recognized when the related fund liability is incurred, with the exception of accumulated unpaid
employee compensation, which is not payable from current expendable financial resources.

Proprietary Fund Types are accounted for on the accrual basis of accounting. Their revenues are
recognized in the period eamed and expenses are recoghized in the period incurred. There was no
unbilled senvice charges receivable at year end.

Pursuant to GASB Statement No. 20, "Accounting and Financial Repotting for Propiietary Funds and
Other Governmenta! Entitles that Use Proprietary Fund Accounting”, the District follows GASB guidance
as applicable to proprietary funds and FASB Statements and Interpretations, Accourting Principles
Beard Opinions and Accounting Research Bulletins Issued on or before November 30, 1888 that do not
conflict with or contradict GASE pronouncemeants.

BUDGETARY BASIS OF ACCOUNTING

The District is required by State statute to adopt an annual appropriated budget for ali fund types except
agency funds. The specific fimetable is as follows:

1. Prior to January 15 of the preceding fiscal year, the Treasurer submits to the Board of
Education a proposed operafing budget for the fiscal year commencing the following Juiy
1. The budget includes proposed expenditures and the means of financing for all funds,
Public hearings are publicized and conducted to abtain taxpayers’' comments. The express
purpose of this budget document is to reflect the need for existing (or increased) tax rates.

2. By no later than January 20, the board-adopted budget is filed with the Lake County Budget
Commission (the "Commission”) for tax rate determination.

15



PAINESVILLE TOWNSHIi’ | OCAL SGHOOL DISTRICT
LAKE COUNTY
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

DESCRIPTION OF REPORTING ENTITY, BASIS OF PRESENTATION AND SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES {CONTINUED)

3.

Prior to March 15, the Board of Education accepis, by formal resolution, the tax rates as
determined by the 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 of estimated resources is amended to inciude any unencumbered
halances from the preceding year as reported by the District Treasurer. The certificate
may be further amended during the year if the District Treasurer identifies projected
increases or decregses in revenue.

By July 1, the annual appropriation resolution is legally enacted by the Board of Education
at the fund, function and object level of expenditures, which are the legal levels of
budgetary control. State statule permits a temporary appropriation {o be effective unill no
later than October 1 of each year. Resolution appropriations by fund must be within the
estimated resources as cerfified by the Commission and the total of expenditures and
encumbrances may not exceed the appropriation totals.

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

Formal budgetary integration is to be employed as a management control device during the
year for ali funds consistent with statutory provision.

Appropriation amounts are amended by the Board of Education through the year by
supplemental appropriations, which either reallocate or increase the original appropriated
amounts.

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 budgsted appropriations at the fund, funclion and/or
object level.

The District's budget (budget basis) accounts for certain transactions on a basis, which differs from
generally accepted accounting principles (GAAP basis). The major differences between the budget
basis and the GAAP basis are that:

1.

Revenues are recorded when received in cash for budget purposes as opposed to when
susceptible to accrual for GAAP purposes.

Expenditures are recorded when paid in cash or encumbered for budget purposes as
opposed o when the llability is susceptible to accrual for GAAP purposes.

16



PAINESVILLE TOWNSHIP LOCAL SCHOOL DISTRICT
LAKE COUNTY
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

DESCRIPTICN OF REPORTING ENTITY, BASIS OF PRESENTATION AND SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

An analysis of the difference in fund balance for all governmental and proprietary fund types at June 30,
1999 as determined under the GAAP hasis and budget basis follows:

Special Debt Capital Enter- internal
General Revenue Service Projects prise Service
Fund Fund Fund Fund Fund Fund
GAAP pasis-fund balange $4332852 3327821 §$373821 §(E72107) § 52448 $1.044
Adjustmenis for GAAP basis:
Adjustment for revenue - 32T - —_ - -
Accrued revenue/prepaid
expenses at June 30, 1999 {16,004,018) - (880,652) (884,257} (100,201) -~
Accrued expendituresidelerred -
revenues at June 30, 1899 17,136,988 71,800 820,239 2,289,642 96,581 -

Encumbrances outstanding at
June 30,1899 (budget basis) 471384) _ {125,288} - _{(340476) __ (3198 __ (88)
Budget basis - fund balance §4934448 § 271058 B 313208 $ 483802 § 45629 4 476

ENCUMBRANCES

Encumbrance accounting, under which purchase orders, contracts and other commitments for the
expendiiure of monies are recorded in order to reserve that portion of the applicable appropriation, is
employed as an extension of formal budgetary control. Encumbrances are reported as a reservation of
fund balance in all Governmental and Fiduciary Fund Types.

CASH AND CASH EQUIVALENTS

To improve cash management, cash received by the District is pooled. Monies for ali funds, inciuding
proprietary funds, are maintained in this pool. individual fund integrity is maintained through District
records. Each fund's interest in the pool is presented as "equity in pooled cash and investments" on the
balance sheet.

During fiscal year 1899, all investments of the District were limited to Star Ohio repurchase agreements
and treasury money markets. Except for nonparficipating investment contracts, investments are
reported at fair value, which is based on quoted market prices. Nonparticipating investment contracts
suUch as repurchase agreements are reported at cost.

The District has invested funds in the State Treasury Assets Reserve (STAR Ohio) during fiscal year
1999. STAR Ohio is an investment pool managed by the State Treasurer’s Office, which aliows
governments within the sfafe to pool their funds for investment purposes. STAR Ohio is not registered
with SEC as an investment company, but does operate in a manner consistent with Rule 2a7 of The
investment Company Act of 1840, Investmerits in STAR Ohio are valued at STAR OChio’s share price,
which is the price the investment could be sold for on June 30, 1999.

Following Ohio statutes, the Board of Education has, by resolution, identified the funds to receive an
allocation of interest. nterest revenue credited to the general fund during fiscal year 1899 amounted
to $ 323,885.

Far 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 an original maturity of three
months or less at the time they are purchased by the District are considered to be cash equivalents.
Investments with an original maturity of more than three months that are not made from the pool are
considered to be investmenis.

17



PAINESVILLE TOWNSHIP LOCAL SCHOOL DISTRICT
LAKE COUNTY
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

DESCRIPTION OF REPORTING ENTITY, BASIS OF PRESENTATION AND SUMMARY OF
SIGNIFICANT ACCOUNTING POLICIES (CONTINUED}

RESTRICTED CASH

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. A fund balance reserve has also been established.

INVENTORY

Inventories are valued at cost, which approximates market, using the first-in, first-out method (FIFO) and
are determinad by physical count. Inventory in Governmental Fund Types consists of expendable
supplies held for consumption. The cost of inventory items is recoghized as an expenditure when used
(consumption method). Reported inventories in the general fund are equally offset by a fund balance
reserve, which indicates they are unavailable for appropriation.

FIXED ASSETS AND DEPRECIATION

General Fixed Assets Account Group — General fixed assets are capitalized at cost (or estimated
historical cost) and updated for the cost of addiions and retiremen(s during the vear in the General Fixed
Assets Account Group. 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 [ess than $ 500 and a
useful fife of [ess than one year. No depreciation is recognized for assets in the General Fixed Assefs
Account Group.

Propiietary Funds - Equipment reflected in the Proprietary Funds is siated af historical cost {or estimated
historical cost) and updated for the cost of additions and retirements during the year. Contributed
equipment is recorded at its fair market value as of the date denated. Depreciation has been provided
on a straight-line basis for equipment over a 10-year useful life.

INTERFUND TRANSACTIONS

During the course of normal operations, the District has numerous {ransactions between funds, including
expenditures and transfers of resources to provide services and improve assels. Operating subsidies
are recorded as operaling transfers. The classification of amounts recorded as subsidies, advances or
equity contributions is based on the intent of the Disfrict at the time of the transaction.

FUND BALANCE RESERVES

Reserved fund balances indicate that portion of fund equity, which is not availahle for current
appropriation or is legally segregated for a specific use. Fund balances are reserved for materials and
supplies inventory, revenue bond retirement, statutory reserves and encumbrances. The unreserved
portions of fund equity reflected for the Sovernmental Fund Types are available for use within the
specific purposes of thase funds.

ESTIMATES
The preparation of financial statements in conformity with generally accepted accounting principles

requires management to make estimates and assumpfions that affect the amounts reported in the
financial statements and accompanying notes. Actual resulis may differ from those estimates.
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PAINESVILLE TOWNSHIP LOCAL SCHOOL DISTRICT
LAKE COUNTY
NOTES TO FINANCIAL STATENENTS (CONTINUED)

DEFICIT FUND BALANCE

Fund balances at June 30, 1999 included the following individua! fund deficits:

Deficit Fund
Balance
Capital Projects Fund $ (572,107
Special Revenue Funds -
Title VIB $ (229)
Title | $ (35,762)
Praschool grant $ (7,782
Fidugiary Funds
Leroy Schoot Activity Fund $ (1,787
RHS Band Fund $ (62)

The deficit in the capital projects fund results from recording tax anticipation notes. The District expects
fo receive fax revenue as the notes become payabie.

The deficits in the above-mentioned special revenue and fiduciary funds are due to fiming difference in
the recording of revenues and paying expenditures,

EQUITY IN POOLED CASH AND CASH INVESTMENTS
State statutes classify 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 School District Treasury, in comimercial accounts payable or
withdrawable on demand, including negotiable order of withdrawal (NOW) accounts, or in money market
deposit accounts.

inactive deposits are public deposits that the District's Board of Education has identified as not required
for use within the current two-year pertiod 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
depasitories. Interitn deposits must be evidenced by time cettificates of deposit maturing not more than
one year from the date of depaosit, or by savings or deposit accounts including passbook accounts.

Protection of the District's deposits is provided by the Federal Deposit insurance Corporation, but eligible
securities pledged by the financial instifution, as security for repayment by surety company, bonds
deposited with the Treasurer by the financial institution or by a singie coliateral poof estabiished by the
financial institution to secure the repayment of all public monies deposits with the insfitution. Interim
monies may be deposited or invested in fhe 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 guaranieed as to principal and interest by the United
Staies;
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PAINESVILLE TOWNSHIP LOCAL SCHOOL DISTRICT
LAKE COUNTY
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

EQUITY JN POOLED CASH AND CASH INVESTMENTS (CONTINUED)

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

3. 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 two percent and be marked-to-market daily, and that
the term of the agreement must not exceed thirty days;

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

5.  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;

6. The State Treasurer’s investment pool (STAR Ohio); and

7. Certain banker's acceptance and commercial paper notes for a period not to exceed 180
days in an amount not to exceed 25 percent of the interim monies available for
invaestment af any one tims.

Investments in stripped principal or interest obligations, reverse repurchase agreemenis and
derivatives are prohibited, The issuance of taxable notes for the purpose of arbiirage, 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 until naturity.

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,
if the securities are not represented by a certificate, upon receipt of confirmation of fransfer from the
custodian.

At June 30, 1999, the District's general fund had a balance of $ 562,836 with Lake County Council
of Governments Health Care Benefits Program, a claims servicing pool (See Note). The money is
held by the claims servicer in a pooled account which is representative of numerous entities and,
therefore, cannot be classified by risk under GASB No. 3. The classification of cash and cash
equivalents and investments for the Lake County Council of Governments Health Care Benefits
Program Self-Insurance Plan as a whole may be obtained from the Plan's fiscal agent, the Mentor
Exempied Village School District. To obtain financial informaticn, write to Mr, Jim Metz, Treasurer,
Mentor Exempted Village School District, 6451 Center Street, Mentor, OH 44060.

GASB Statement No. 3, "Deposits with Financial instifutions, Invesiments (including Repurchase
Agreements), and Reverse Repurchase Agreements”, requires disclosures fo help assess actual and
potential future deposit and investment market and credit risks. The following information regarding
deposits and investments is presented using the categories of risk identified in GASB Statement
No. 3.
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PAINESVILLE TOWNSHIP LOCAL SCHOOL DISTRICT
LAKE COUNTY
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

EQUITY IN POOLED CASH AND INVESTMENTS (CONTINUED)

(a)  Deposils - At year end, the carrying amount of the District's deposits was $ 137,278 and the bank
balance was § 494 ,498. The bank balance is categorized as follows:

Amount insured by the FDIC $ 103,275
Collateralized with securifies held by the pledging financial
institution's trust depariment but not in the name of
Painesville Township Local Schools $ 391,223
[(2)] Investiments - Investments made by the District as of June 30, 1939 are summarized below. The
investments that are represented by specific identifiable investment securities are classified as
to credit risk by the three categories described below:

Category 1 Insured or registered, or investments held by the District or its agents in the
Dislrict's name.

Category 2 Uninsured and unregistered, with investmenis held by the counterparty's trust
department or agent in the District's name.

Category 3 Uninsured and unregistered, with investments held by the counterparty, or by its
trust department or agent but not in the District’s name,

Carrying Fair Unrealized
Value Value Appreciation
Treasury money market (Category 1) $ 63772 $ 83772 & -
Corporate cash (Category 3) 443,446 443 446 -~
Investment in STAR Chio §472223 _§472.223

$6979441 $6979441 § -
STAR Ohio is an unclassified investment since it is not evidenced by securities that exist in physical or
book entry form.

INTERFUND TRANSACTIONS

interfund balances at June 30, 1999 consist of the following individual fund receivables and payables:

Receivables Payables
General fuind $ 43,878 s -
Enterprise fund - _ 43,878

443878 §£43878

A summary of interfund transfers made during 1999 by fund is as follows:

Transferred Transferred

—Jo -_From
General fund $ - $ 206,556
Special revenue fund 33,586 -
Debt service fund 172,970 —

£206556 $206556
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PROPERTY TAXES

Property taxes include amounis Jevied against ali real, public utility and tangible (used in business)
property located in the District. Real property taxes and public utility taxes are levied after April 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, at true value (normally 50% of cost). 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 1989 taxes were
collected was $ 597,188,425, Agricultural/residential and other real estate represented 83.4%
{$ 498,068,630) of this fotal; public utility tangible properly 5.5% ($ 32,704,850) and general tangible
property 11.1% (§ 66,424,945). The general tax rate for operations for the fiscal year ended June 30,
1998 was $ 49.49 per $ 1,000 of assessed vajuation.

Real property taxes are payable annually or semi-annually. If paid annually, payment is due January 20;
if paid semi-annuazlly, the first payment is due January 20 with the remainder payable by June 20. Under
certain circumstances, state statute permits earlier or later payment dates to be established.

The Lake County Treasurer remits portions of the taxes collected fo all taxing Districts with periodic
settlements of real and public uiility property taxes in February and August and tangible personal
property taxes in June and October. The District records billed but uncolliected property taxes as
receivables at their estimated net realizable value.

Accrued property taxes receivable represent delinquent taxes outstanding and real property, personal
property and public utifity taxes, which became measurable as of June 30, 1989. Although total property
tax collections for the next fiscal year are measurable, only the amount available as an advance at
June 30 is intended to finance current year operations. The receivable is, therefors, offset by a credit to
deferred revenue for that portion notintended to finance current year operations. The amount available
as an advance at June 30 is recognized as revenue. The amount available to the District as an advance
at June 30, 1899 was $ 836,188 in the General Fund, $ 60,413 in the Debt Service Fund and $ 58,800
in the Capital Projects Fund.

LAKE COUNTY SCHOOL FINANCING DISTRICT

The Board of Education of the Lake County School District has, by a resolution adopted February 6,
1890, pursuant to Section 3311.50 of the Revised Code, created a county school financing district known
as the Lake County School Financing District (the "Financing District") for the purpose of levying taxes
far the provision of the following specified educational programs and services by the school districts that
are part of the Financing District: the provision of necessary personnel, materials, supplies and
transportation for instruction in language arts, social studies, mathematics, fine and practical arts, heaith
and physical education, science and business education.

The Board of Education of the Lake County School District acts as the taxing authority of the Financing
District pursuant to Section 3311.50 of the Revised Code. The Financing District receives setilements
of taxes levied and distributes within ten days to each of the Member Districts (including Painesville
Township Local School District) each of such Member District's proporticnate share of that tax
setilement. Each Member District's proportionate share is a fraction, the numerator being Member
District's total pupil population and the denominator being the aggregate pupil population of all Member
Districts as of that date.
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LAKE COUNTY SCHOOL FINANCING DISTRICT (CONTINUED)

Taxes collected by the Financing District available to the District at June 30 are recorded as
receivables and revenue for the current fiscal year. Uncollected taxes ouistanding received by the
Financing District within 80 days after the fiscal year are recorded as a receivable and deferred
revenue for they are measurable but not available to the District. The receivable is included in the
account "Receivables - Intergovernmental."

FIXED ASSETS

A summary of changes in the General Fixed Asseis Account Group is as follows:

Bafance Balance
Juiy 1, June 30,
1898 _ASI_ILIQ._. D_E%.ﬁ _— 1999 _
Land and improvements $ 5287 § - $ 8287
Building and improvements 12,992,239 104,214 29 275 13,067,178
Furniture and equipment 3,754,474 244.1 40 10,357 3,988,257
Vehicles 2,349,705 710,575 163,388 2,898,892

Equipment under capital lease
Net fixed assets

—_§9611 = = __9a.611
318724730 $£1.036928 §20302Q $20.580630
A summary of Enterprise Fund fixed assets at June 30, 1999 follows:

Balance
Balance June 30,
_Additions | DLQQL& 1998
Equipment 5 192, 593 s - $ 192,593
Accumulated depreciation (127898 _ (4,704} = . {132602)
Net fixed assets $.... 54805 §_ {4709 § =< T 1L}

Depreciation expense for 1998 was $ 4,704 in the Enterprise Fund.

COMPENSATED ABSENCES

The criteria for determining vesting vacation and sick leave componenis are derived from negotiating
agreements and state laws. In summary, the components of vesting are as follows:

Vacation Certificated Administrators Non-Certificated

Haw eamed Not efigible Per contract 1-8 days for each month worked for
less than 1 year of service 10-25 day
depending on length of service after
year of service

Maximurm Accumutation Not applicable 60 days 10 days

Vested Not applicable As eamed As samed

Temmination Not applicable Paid upon termination Paid upon termination

Entitlement

Sick Leave

How earmed 1-1/4 days per month of 1-1/4 days per month of 1-1/4 days per month of employment

Maximum Accumulation
Vested
Terminatian

Entitlernent

employment {15 days per
year)

240 days

As earmed

1/4 of accumulated sick
leave up to 45 days

23

employment (15 days per
year)

240 days

As eamed

1/4 of accumulated sick
leave up io 48.75 days

{15 days per year)

210 days

As earmned

1/4 of accumuiated sick leave up to
45 days
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COMPENSATED ABSENCES (CONTINUED)

According to GASB Statement No. 18, accumulated vacatioh and sick leave of Government Fund
type employees meeting the eligibility requirements have been recorded in the appropriate
Governmental Funds as a cutrent liability to the extent that the amounts are expected to be payable
within the current period. The balance of the liability is recorded in the Generai Long-Term Debt
Account Group. Vacation and sick leave for employees paid from the Proprietary Fund is recorded
as an expense when earmned or accrued. The District calculates sick leave using the vesting method
based on accumuiated benefits.

CHANGES IN GENERAL LONG-TERM DEBT ACCOUNT GROUP
During the year ended June 30, 1888, the following changes accurred in liabilities reported in the

General Long-Term Debt Account Group. Compensated absences will be paid from the fund from
which the employee is paid.

Balance at Ihcrease Balance at
June 30, 1898 {Decreage)l Jung 30, 1969
General obligation bonds $ 10,620,000 §(475,000) $ 10,145,000
Compensated absences 1,081,837 530,218 1,612,156
Pension benefit obligation 280,748 15,987 298,745
Capital lease obligations 77,198 {18,718) 58.482
Total $12.050883 § 52500 $12112383

LONG-TERM DERBT

A. Bonds Payable - All bonds outstanding 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 debt account group. Payments of principal and
interest relating to these liahilities are recorded as expenditures in the debt service fund. The source
of payment is derived from a current 1.65 mill bonded-debt tax levy, and from savings resuiting from
energy conservation measures in accordance with Ohio House Bill 264,

The following is a schedule of bonds outstanding at June 30, 1998 for the District:

House Bill 264
Enargy Permanent
Censervation improvement
Bonds Bonds Total

Interest rate 3.15-6.00% 5.30 - 5.20%
[ssue date Qg/01/92 q6/01/93
Maturity date 0&/01/02 12/0115
Amotng ouistanding beginning of year $ 560,000 $ 10,060,000 $ 10,620,000
Principal redemptions during year {140,000) {335.000 {475,000)
Amount outstanding end of year % 420,000 £ 5,725000 510,545 000
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B. Future Debt Reguirements - The District's future annual debt service requirements is as follows:

_Pringipal —Inietest__ — Tofal
2000 $ 485,000 $ 569,125 $ 1,064,125
2001 515,000 538,305 1,053,305
2002 540,000 506,050 1,046,050
2003 420,000 472,435 892,435
2004 445,000 447,728 892,728
2005 470,000 422,716 892,716
2008 495,000 395,576 890,576
2007 525,000 356,888 891,888
2008 550,000 336,654 886,654
2009 585,000 304,732 889,732
2010 615,000 270,962 885,982
2011 650,600 235,323 885,323
2012 685,000 197,609 882,609
2013 725,000 157,776 882,778
2014 765,000 115,684 880,684
2015 810,000 71,190 881,190
2016 B55.000 24.154 879,154
Totals £10,145.000 815,377,997

TAX ANTICIPATICN NOTES

8.5432.827

During 19986, the voters passed a five-year 1.89 mill permanent improvement levy, Tax anticipation
notes were issued on January 14, 1997 for § 2,250,000, maturing $ 450,000 per year through December
2001 with an interest rate of 4.63%. Balance outstanding at June 30, 1993 was $ 1,350,000.

CAPITAL LEASE OBLIGATIONS

The District has entered into several capital leases for the acquisition of equipment. The ferms of the
agreements provide ownership of the equipment. The leases meet the criteria of capital leases as
defined by Statement of Financial Accounting Standards No. 13, "Accounting for Leases”, which defines
a capital lease generally as one which transfers benefits and risks of ownership to the lessee at the

conclusion of the lease term.

The following is a schedule of future minimum lease paymentis required under the capital leases and
the present value of the minimum lease payments as of June 30, 1999;

Jun
2000
2001
2002
Total payments

Less: Amount representing interest

Present value of minimum lease payments

Leasing obligations

Balance
June 30,

1998 Additions
$77.198 5 -

25

$24,119

24,119

65,225

6.743
£28.482

Deletions
$18,716

Balance
June 30,

1999 _
$ 58,482
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SEGMENT INFORMATION FOR ENTERPRISE FUNDS

The District maintains two enterprise funds to account for food service operations and the latchkey
pragram. The mare significant financial information for those funds is as follows:

Food
Service  Lafchkey Total
Opaerating revenues $ 780,049 5190120 $ 970,178
Operating expenses before depreciation $1,001,105 % 181,886 $1,183,001
Depreciation $ 4704 $ - $ 4,704
Operating income (loss) $ (225760) $ 8,233 § (217,527)
Unrestricted grants $ 209,111 % - $ 2081M

Net income (loss) $ (184§ 8233 § (8,416)
Net working capital $ (38476) § 30,834 § (7,542
Total assets $ 114926 $ 34,103 § 149,028
Total liabilities $ 93412 § 3168 $§ 96,581
Total retained earnings $ 21514 $ 30,834 $ 52,448

DEFINED BENEFIT PENSION PLANS

School Employees Refirement Systern - The District contributes to the School Employees Refirement
System of Ohio (SERS), a cost sharing, multiple employer public employee retirement system
administered by the School Employees Retirement Board, SERS provides basic refirement benefits,
disability, survivor and health care benefits based on eligible service credit to members and
beneficiaries. Chapter 3309 of the Ohio Revised Code establishes benefits. SERS issues a publicly
available financial report that includes financial statements and required supplementary information
for SERS. The report may be obtained by writing to the School Employees Retirement System, 45
North Fourth Street, Columbus, Ohic 43215 or by calling (614) 222-5853.

Plan members are required to contribute 9 percent of their annual covered salary and the District is
required to contribute at an actuarially determined rate. The current rate is 14 percent. The
contribution requirements of plan members and employers are established and may be amended, up
to statutory maximum amounts, by the SERS' Retirement Board. The District's required contributions
for pension obligations to SERS for the fiscal years ended June 30, 1889, 1898 and 1997 were
$ 549,808, $ 524,163 and $ 489,165, respectively, equal to the required contribuiions for each year.

State Teachers Refirement System - The District contributes to the State Teachers Retirement
Systemn of Ohio (STRS), a cost sharing, multiple employer public employee retirement system
administered by the State Teachers Retirement Board. STRS provides basic refirement benefits,
disability, surviver and health care benefits based on eligible service credit to members and
beneficiaries. Benefits are established by Chapter 3207 of the Ohlo Revised Code, STRS issues a
publicly available financial report that includes financial statemenis and required supplementary
information for STRS. The report may be obtained by writing to the State Teachers Retirement
Systemn, 275 East Broad Street, Columbus, Ohio 43215 or by calling (614) 227-4090,

Plan members are required to contribute 9.3 percent of their annual covered salary and the District
is required fo contribute 14 percent. Contribution rates are established by STRS, upon
recommendation of its consulting actuary, net to exceed statuiory maximum rates of 10 percenti for
members and 14 percent for employers. The District’s required contributions for pension obligation
to STRS for the fiscal years ended June 30, 1999, 1998 and 1997 were § 1,583,334, § 1,531,082 and
$ 1,472,886, respectively; equal to the required contributions for each year.
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POST EMPLOYMENT BENEF(TS

The District provides comprehensive health care benefits io refired teachers and their dependents
through the State Teachers Retirement System (STRS), and to retired non-cetfificated employees and
their dependents through the School Employees Retirement System (SERS). Benefits include
hospitalization, physicians’ fees, prescription drugs and reimbursement of monthly Medicare premiums.
Benefit provisions and the obligations to contribute are established by the systems based on authority
granted by State statute. Both systems are funded on a pay-as-you-go basis.

The State Teachers Retirement Board has statutory authority over how much, if any, of the health care
costs will be absorbed by STRS, Most bensfit recipients pay a portion of the health care cost in the form
of a manthly premium. By Qhio law, the cost of coverage paid from STRS funds shall be included in
the employer contribution rate, currently 14 percent of covered payroll. Through June 30, 1599, the
Board aliocated employer contributions equal to 8.0 percent of covered payroli to the Health Care
Reserve Fund. For the District, this amount equaled $ 385,833.

STRS pays health care benedits frtom the Health Care Reserve Fund. The halance in the fund was
$ 2,156 million at June 30, 1988. For the year ended June 30, 1988, net health care costs paid to STRS
were $ 219,224,000 and STRS had 91,999 eligible benefit recipients.

For SERS, coverage is made available fo service refirees with ten or more years of qualifying service
credit, disability and survivor benefit recipients. Members retiring on or after August 1, 1889, with less
than twenty-five years of service credit must pay a portion of their premium for health care. The portion
is based on years of service up to a maximum of 75 percent of the premium.

For this fiscal year, employer contributions to fund health care benefits were 8.3 percent of covaered
payrofl. In addition, SERS levies a surcharge to fund health care benefits equal fo 14 percent of the
difference between minimum pay and the member's pay, prorated for partial service credit. For fiscal
year 1998, the minimum pay has been established at $ 12,400. The surcharge rate added to the
unallocated portion of the 14 percent employer contribution rate provides for maintenance of the asset
target level for the heaith care fund.

The target ievel for the health care reserve is 125 percent of annual health care expenses. Expenses
for health care at June 30, 1998, were $ 111,800,575 and the target level was $ 139.9 million. At
June 30, 1998, SERS had net assets available for payment of health care benefits of $ 160.3 miltion.
SERS has approximately 50,000 participants currently receiving health care benefits. For the District,
the amount to fund health care benefits, including surcharge, equaled $ 288,632 during the 1899 fiscal
year,

STATUTORY RESERVES

The District is required by state law to set aside certain general fund revenue arnounts, as defined, info
various reserves. During the fiscai year ended June 30, 1999, the reserve aclivities were as follows:
Capital Budget
Textbook Maintenance Stabilization
Regerve Reserve Reserve Total
$ - $ 119,849 §$ 119,849

Balance July 1, 1998 $ -

Required set-asids 384,185 384,185 200,000 68,370
Offset credits (55,5486) (384,185) - (439,731)
Qualifying expenditures (328.639) . - — _{328.839)
Balance June 30, 1999 I N 319849 $319.849
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STATUTORY RESERVES (CONTINUED)

Expenditures for textbooks and capital activity during the year were $ 528,424 and $ 2,354,338,
respectively, which exceeded the required set-aside and the reserve balance.

STATE SCHQOL FUNDING DECISION

On March 24, 1897, the Ohio Supreme Couri rendered a decision declaring certain portions of the Ohio
school-funding plan unconstitutional. The Court stayed the effect of its ruling for one year to aliow the
Ohio General Assembly to design a plan to remedy the perceived defects in the system. Declared
unconstitutional was the State's “school foundation program”, which provides significant amounts of
monetary support to the District. During the fiscal year ended June 30, 1999, the District received
$ 5,198,904 of school foundation suppott for its general fund.

Since the Supreme Court ruling, numerous pieces of legislation have been passed by the Chio General
Assembly in an attempt {o address the issues identified by the Court. The Court of Common Pleas in
Perry County has reviewed the new laws and, in a decision issued on February 26, 1898, determined
they are not sufficiently responsive to the constifutional issues raised under the “thorough and efficient”
clause of the Ohio Constitution. The State has appeaied the decision made by the Court of Common
Pieas to the Ohio Supreme Court. Af this time, the Ohio Supreme Court has not rendered an opinion
on this issue. The decision of the Courf of Common Pleas in Perry County has been stayed by the Ohio
Supreme Court, and, as such, school districts are still operating under the laws that the Common Fleas
Court declared unconstitutional.

As of the date of these financial statements, the District Is unable to determine wha’c_effect, if any, this
ongoing litigation will have on its fufure State funding under this program and on its financial operations.

CONTINGENCIES

Grants - The District receives financial assistance from numerous federa), state and local agencies in
the form of granis. The disbursement of funds received under these programs generally requires
compliance with terms and condifions spacified in the grant agreements and are subject to audit by the
grantor agencles. Any disallowed claims resulting from such audits could become a liability of the
General Fund or other applicable funds. However, i the opinion of management, any such disallowed
claims wiil not have a material effect on any of the financial statements of the individual fund types
included herein or on the overalil financial position of the District at June 30, 1599,

Litigalion - The District was named as defendant in several court actions during the period ended
June 30, 1998. Management does not believe that the ultimate resolution of these cases will have a
material impact on the general-purpose financial statements of the District.

Properiy Tax Refunds - On November B, 1898, the Ohio Board of Tax Appeals issued its decision in the
case of Duquesne Light Company, an electric utility and part owner of the Perry Nuclear Power Plant.
The decision ordered personal property refunds based on reductions in taxable value of about $ 145
million. This decision was immediately appealed to the Ohio Supreme Court.

The implications raised by Duquesne are far reaching and can result in refund claims for 1988-1993
and additional claims being filed by other elecfric companies and other utilities. As of the date of these
financial statements, the District is unable to determine what effect, if any, this decision will have on tax
revenue or possible payments of tax refunds.
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JOINTLY GOVERNED ORGANIZATIONS

The Lake Geauga Computer Association (LGCA) is a jointly govemned organization among two county
consortium of Qhio school districts. The jointly govermned arganization was formed for the purposs
of applying modemn technology with the aid of computers and other electronic equipment o
administrative and instructional functions among member distiicts. Each of the governments of these
schools supports LGCA based on a per pupil charge. The District contributed $ 52,015 to LGCA
during fiscal year 1998, LGCA is governed by an Assembly consisting of two representatives from
each participating school district. The degree of control exercised by any participating school district
is limited to its representation on the Assembly. Financial information can be obtained by contacting
the Treasurer at the Geauga County Educational Service Center, who serves as the fiscal agent, at
470 Center Street, Chardon, OH 44024,

The Ohio Schools Council Associatton (Council) is a jointly governed organization among eighty-two
school districts. The jointly govemned organization was formed 1o bring quality products and services
at the lowest possible cost to the member districts. The Council's Board consists of seven
superintendents of the pariicipating disiricts whose terms rotate every year. The degree of control
exercised by any school district is limited to its representation on the Board. In fiscal year 1899, the
District paid $ 750 to the Council. Financial informafion can be obtained by contacting Joseph Lesak,
the Executive Secretary of the Ohio Schools Council at 155 Center Road, Bedord, OH 44148,

The District participates in the Council's electiic purchase pragram, which was implemented during
fiscal year 1988. This program allows school districts to purchase electricity at reduced rates, if the
school districts will commit to participating for an eight-year petiod. The participants make monthly
payments based on estimated usage. Each June these estimated payments are compared to their
actual usage for the year and any necessary adjustments are made.

Energy Acquisition Corporation, a non-profit corporation with a self-appointing board, issued
$ 119,140,000 in debt to prepurchase eight years of eleciricity from Cleveland Electric llluminating
(CED for the participants. The participating school districts are not obligated in any manner for this
debt. If a participating school district terminates their agreement, they are required to repay the
savings to CEl and CEl will refund the remaining prepayment related to that participant to Energy
Acquisition Corparaticn.

CLAIMS SERVICING POOL.

Lake County Council of Governments Health Care Benefits Program (HCBP} Seif Insurance
Program ~ The District participates in Lake County Council of Governments Health Care Benefits
Program (HCBP) Self Insurance Program, a claims servicing pool, comprised of eleven members,
Each member pays an administrative fee o the pool. The Plan’s business and affairs are conducted
by a five-member Board of Directors elected from the HCBP’s assembly. All participating members
retain their risk and the Plan acts as the claims servicing agent.

RISK MANAGEMENT
The District is exposed to various risks of loss related fo torts; theft of, damage to and destruction of
assets; errors and omissions; injuries to employees and natural disasters. Durlng fiscal year 1988,

the District contracted with Nationwide Wausau Insurance Company for property and general liability
insurance. There is a $ 500 deductible with a 80% co-insurance imit of $ 57,221,300.
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RISK MANAGEMENT (CONTINUED)

Commercial umbrella liability is protected by Nationwide Wausau Insurance Company with a
$ 2,000,000 single and aggregate occurrence limit with 2 § 10,000 deductible. Vehicles are also
covered by Nationwide Wausau Insurance Company and have a $ 250 deductible for comprehensive
collision. Automobile liability has a $ 1,000,000 combined single limit of liability. Settled claims have
not exceeded this commercial coverage in any of the past three years.

The District has elected to provide medical coverage through a seif-insured program. The District
uses the general fund io account for and finance its uninsured risks of loss in this program. The
claims are serviced through the Lake County Council of Governments Health Care Benefits Program.
The Lake County Council of Governments Health Care Benefits Program has stop loss coverage of
110% of expected claims. The claims [iability of § 188,500 reported in the general fund at June 30,
1999 is based on the requirements of Govermnmental Accounting Standards Board Statement Na. 10,
which requires that a liability for unpaid claim costs, including estimates of costs relating to incurred
but not reported claims, he reported. The estimate was not affected by incremental claim adjustment
expenses and does not include other allocated or unailocated claim adjustment expenses. Changes
in the fund's claims liability amount in 1998 was:

Balance at Balance at
Beginning Current Claim End
of Year Year Claims Payments of Year
1989 $175,719 $1,983,907 $1,871,126 § 188,500

OSB8A GROUP RATING PROGRAM

The District participates in the Ohic School Boards Assoclation Workers' Compensation Group Rating
Pregram (GRP), an insurance purchasing pool. The GRP's business and affairs are conducted by
a three member Board of Directors consisting of the President, the President-Elect and the [mmediate
Past President of the Ohie School Boards Association. The Executive Director of the OSBA, or his
designee, serves as coordinator of the program. Each year, the participating school districts pay an
enroliment fee to the GRP to cover the costs of administering the program.

The intent of the GRP is to achieve the benefit of a reduced premium for the District by virtue of its
grouping and representation with other participants in the GRP. The workers compensation
experience of the participating school districts is calculated as one experience and a common
premium rate is applied {o all school districts in the GRP. Each pariicipant pays its workers'
compensation premium to the State based on the rate for the GRP rather than its individual rate.

Total savings are then calculated and each participant's individual performance is compared to the
overall savings percentage of the GRP. A pariicipant will then either receive money from or be
required to contribute to the "Equity Pooling Fund". This "equity pocling” arrangement insures that
each participant shares equally in the overall performance of the GRP. Participation in the GRP is
limited to schoo! districts that can meet the GRP's selection criteria. The firm of Gates McDonald &
Co. provides administrative, cost controi and actuarial services {o the GRP.

YEAR 2000 ISSUE

The year 2000 issue is the result of shortcomings in many electronic data processing systems and
other equipment that may adversely affect the District's operations.
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YEAR 2000 ISSUE {CONTINUED)

The District has completed an inventory of computer systems and other equipment necessary fo
conducting District operafions and has identified such systems as being financial reporting, payroli
and employee benefits, and educational statistics repotting (through the State’s Education
Management and Information System (EMIS)). The District has eight school buildings with power
systems, which have extensive efficiency utilization measures within the systems.

The District uses the Siate of Ohio Uniform School Accounting System software for its financial
reporting, and the State of Ohio Uniform Staff Payroll System software for its payroll and employee
benefits. The State is responsible for remediating these systems.

The State of Ohlo distributes a substantial sum of money to the District in the form of "Foundation”
and federa! and state grant payments. Further, the State processes a significant amount of financial
and non-financial information about the District through EMIS. The State is responsible for
remediating these systems,

Lake County collects property taxes for distribution to the District. Lake County is responsible for
remediating its tax collection system.

Because of the unprecedented nature of the Year 2000 issue, its effects and the success of related
remediation efforts will not be fully determinable until the year 2000 and thereafter. Management
cannot assure that the District is or will be Year 2000 ready, that the District’s remediation efforts will
be successful in whole or in part, or that parties with whom the District does business will be year
200D ready.
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Cernitied Public Accountants and Consultanes

Report on Compliance and on Internal Controt over Financial Reporting
Based on an Audit of Financial Statements Performed in Accordance with

Government Auditing Standards

Board of Education
Painesville Township Local School District — Lake County
Painesville Township, Ohio

Ws have audited the financial statements of Painesville Township Local School District (the “District™ as of and
far the year ended June 30, 1999, and have issued our report thereon dated December 9, 1998, We
conducted our audit in accordance with generally accepted auditing standards and the standards applicable
to financial audifs contained in Governmeht Auditing Sfandards, issued by the Comptroller General of the
United States.

Compliance

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

Internai Contro! Over Financial Reporting

tn planning and performing our audit, we considered the District's internal control over financial reporting In
order to determine our auditing procedures for the purpose of expressing our opinion on the financial
statements and not to provide assurance on the internal control over financial reporting. Our consideration of
the internal control over financial reporting would not necessarily disclose all matters in the internai control over
financial reporting that might be material weaknesses. A material weakness is a condition in which the design
or gperation of one or more of the internal control components does not reduce to a relatively low level the risk
that misstatements in amounts that would be material in relaion to the financial statements being audited may
occur and not be detected within & timely period by employees in the normal course of performing their
assigned functions. We noted no matters involving the internal control cver financial reporting and its operation
that we consider to be a material weakness.

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

ST Suncpgroce 4

Mentor, Chio
December 8, 1989

S.R. Snodgrass, A.C, :
5840 Heisley Road Mentor, OH 44060~1856 Phone: 440~352~3949/440--951~2451 Facsimile: 440-352~9314
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SNODGRASS

Certified Public Accountants and Consultants

Report on Compliance with Requirements Applicable to Each Major Program
And Internal Control over Compliance in Acgcordance with
OMB Circular A-133

Board of Education
Painesville Township Local School District — Lake County
Painesviile Township, Ohio

Compliance

We have audited the compliance of Painesville Township Local School District (the “District”) with the types of
compliance requirements described in the U.S. Office of Management and Budget (OMB) Circular A-133
Compliance Supplement that are applicable to each of its major federal programs for the yesr ended June 30,
1999. The District's major federal programs are identified in the summary of auditors’ results section of the
accompanying schedule of findings and guestioned costs. Compliance with the requirements of laws,
reguiations, contracts and granis applicable to each of its major federal programs is the responsibility of the
District’'s management. Our responsibility is to express an opinion on the District's compliance based on our
audit.

We conducted our audit of compliance in accordance with generally accepted auditing standards; the standards
appilicable to financial audits contained in Govemment Auditing Standards, issued by the Comptroller General
of the United States; and OMB Circutar A-133, Audifs of Sfafes, Local Governments, and Non-Profif
Organizafions. Those standards and OMB Circular A-133 require that we plan and perform the audit fo obtain
reasonable assurance about whether nopcompfiance with the fypes of compliance requirements referred o
above that could have a direct and material effect on a major federal program occurred. An audit includes
examining, on a test basis, evidence about the Disfrict's compliance with those requirements and performing
such other procedures as we considered necessary in the circumstances. We believe that our audit provides
& reasonable basis for our opinion. Our audit does not provide a legal determination on the District’s
compliance with those requirements.

in our opinion, Painesville Township Local School District complied, in all material respects, with the
requirements referred to above that are applicable to each of its major federal progrars for the year ended
June 30, 1899.

Internal Control Over Compliance

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

SR. Snodgrass, A.C.
5840 Heisley Road Mentor, OH 44060~18356 Phone: 440~352~3949/440-951-2451 Facsimile: 440-352-9314



Board of Education
Painesville Township Local School District — Lake County
Page 2

Qur consideration of the internal controf over compliance would not necessarily disciose all matters in the
internal control that might be material weaknesses. A material weakness is a condition in which the design or
operation of one or more of the internal control components does not reduce o a relatively low level the risk
that noncompliance with applicable requirements of laws, regulations, coniracts and grants that would be
material in relation to & major federal program being audited may occur and not be detected within a timely
period by employees in the normal course of performing their assigned functions. We noted no maiters
involving the internal control over compliance and its operation that we consider to be material weaknesses.

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

Mentar, Ohic
December 9, 1999



PAINESVILLE TOWNSHIP LOCAL SCHOOL DISTRICT — LAXE COUNTY
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED JUNE 30, 1999

Section 1 — Summary of Auditors’ Resulis
Financial Statements
Type of auditors’ report issued. Unqualified
Internal control over financial reporting:

e Material weaknesses identified? No
+ Reportable conditions identified that are not considered to be material weaknesses?  None Reported

Noncompliance material to financial stetements noted? No

Federal Awards
Internal contro) over major programs:

+ Material weaknesses identified? Ne
= Reportable conditions identified that are not considered to be material weaknesses?  None Reported

Type of Auditors’ report issued on compliance for major programs? Unqualified

Any audit findings disclosed that are required to be reported in accordance with
Section 510(a) of Gircular A-133? No

{denfification of major program:

CFDA Numbers Name of Federal Program or Cluster
84.010 Title | School Subsidy
84.027, 84173 Special Education Cluster
Dollar threshold used to distinguish between type A and type B programs: $ 300,000
Auditee qualified as low-risk auditee? Yes

Sectjon Il - Financial Statetment Findings

None

Section | - Federal Award Findings and Questioned Costs

None
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PAWNESVILLE TOWNSHIP LOCAL SCHOOL DISTRICT ~ LAKE COUNTY
NOTES TO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS - CASH

BASIS OF PRESENTATION

The accompanying schedule of expenditures of federal awards ~ cash includes the federal grant activity
of Painesville Township Locat Schoal Distiict and is presented on the cash basis of accounting. The
information in this schedule is presented in accordance with the requirements of OMB Circular A-133,
Audits of States, Local Governmenis and Non-Profit Organizations. Therefore, some amounts

presented in this schedule may differ frorn amounts presented in, or used in the preparation of, the
general purpose financial statements,

NONCASH SUPPORT

The District receives noncash support in the form of food subsidies from the National Schoo! Lunch
Program (NSLP), CFDA 10.550. The value of the food subsidies is determined by using the fair market
value of the food items as quoted by iocal food suppliers.

a7
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PAINESVILLE TOWNSHIP LOCAL SCHOOL DISTRICT — LAKE COUNTY
SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
FOR THE YEAR ENDED JUNE 39, 1999

None

38



STATE OF OHIO - : - - 88 East Broad Street
. P.O. Box 1140

OFFICE OF THE AUDITOR Columbus, Ohio 3216-1140
Jim PETRO, AUDITOR OF STATE : Telephone 614-466-4514
800-282-0370

Facsimile 514-466-4490

PAINESVILLE TOWNSHIP LOCAL SCHOOL DISTRICT

LAKE COUNTY

CLERK’S CERTIFICATION

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

oy MW

Date: JAN 1 8 2000
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