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Clrk Schaefer Hackett &Co

CERTIFIED PUBLIC ACCOUNTANTS
BUSINESS CONSULTANTS

Independent Auditors’ Report

Board of Education

Beavercreek City School District
2940 Dayton-Xenia Road
Beavercreek, Ohio 45434

We have audited the accompanying financial statements of the Beavercreek City School District (the
District) as of and for the year ended June 30, 2000. These financial statements are the responsibility of
the District’s management. Our responsibility is to express an opinion on these financial statements
based on our aundit.

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 audit also includes assessing the accounting principles used and significant estimates
made by management, as well as evaluating the overall financial statement presentation. We believe that
our audit provides a reasonable basis for our opinion.

Ohio Administrative Code Section 117-2-01 requires school districts to prepare annual financial reports
in accordance with Generally Accepted Accounting Principals. However, as discussed in Note 1, the
District prepares its financial statements on the basis of accounting formerly prescribed or permitted by
the Auditor of State, which is a comprehensive basis of accounting other than generally accepted
accounting principals. The basis of accounting is similar to the cash receipts and disbursements basis of
accounting. The accompanying financial statements omit certain assets, liabilities, fund equities and
disclosures that, while material, cannot be determined at this time.

In our opinion, the financial statements referred to above, present fairly, in all material respects, the
combined fund cash balances of the Beavercreek City School District as of June 30, 2000, and its
combined cash receipts and disbursements and its combined budgeted and actual receipts and budgeted
and actual disbursements and encumbrances, for the year then ended on the basis of accounting described
in Note 1.




In accordance with Government Auditing Standards, we also have issued our report dated March 1, 2001
on our consideration of the District’s internal control over financial reporting and our tests of its
compliance with certain provisions of laws, regulations, contracts and grants. That report is an integral
part of an audit performed in accordance with Government Auditing Standards and should be read in
conjunction with this report in considering the results of our audit.

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

This report is intended for the information and use of the Board of Education, management and other
officials authorized to receive this report under Section 117.26, Ohio Revised Code, and is not intended
to be and should not be used by anyone other than the specified parties.

Clark, Sohasfn, Cocketts Co

Springfield, Ohio
March 1, 2001







Combined Statement of Cash Receipts, Cash Disbursements, and Changes in Fund Balances

BEAVERCREEK CITY SCHOOL DISTRICT

Greene County, Ohio

All Governmental Fund Types and Similar Fiduciary Funds
For the Year Ended June 30, 2000

Site Improvement

Architecture and Engineering
Building Acquisition & Construction
Building Improvement

Other Facilities Acq & Construction

Total Capital Qutlay

Principal Retirement
Interest

Total Debt Service
Total Cash Disbursements

Excess of Cash Receipts Over(Under)
Cash Disbursements

Other Financing Sources(Uses):
Sale of Assets
Transfers-In
Advances-In
Refind of Prior Year Expenditures
Transfers-Out
Advances-COut
Refund of Prior Year Receipts

Total Other Financing Sources(Uses)

Excess of Cash Receipts and Other
Financing Sources Over(Under) Cash
Expenditures/Disbursements and Other

Financing Uses

Fund Cash Balance, July 1, 1999-Restated
Fund Cash Balance, June 30, 2000 (A)

Reserve for Encumbrances

{Continued)
FIDUCIARY
GOVERNMENTAL FUND TYPES FUND Total
Special Debt Capital Expendable (Memorandum
General Revenue Service Projects Trust Only)
39414 - - 1,235,145 - 1,274,559
- - - 284,713 - 284,713
275 - - - - 275
- - - 4,769,478 - 4,769,478
- - - 174,706 - 174,706
39,689 - - 6,464,042 - 6,503,731
- - 2,066,399 - . 2,066,399
- - 2,332,009 - - 2,332,009
- - 4,398,408 - - 4,398,408
45,438,098 2,134,256 4,446,947 9,345,349 - 61,364,650
(2,604,024) 65,752 (631,787  (7,155,238) 867  (10,324,430)
200 - - - - 200
- 113,769 573,630 - - 687,399
352,263 3,191 - 100,000 - 455,454
19,160 923 - 104,562 - 123,815
(762,653) - - - - {762,653)
(103,191) (45,221} - (300,000) - (448,412)
4363 (2.945) - - . 1,418
(489,858) 68,887 573,630 (95,438) - 57,221
(3,093,382) 134,639 (58,157)  (7,250,676) 867  (10,267,209)
5,580,532 627,444 580,957 10,232,346 22,900 17,044,179
2,486,650 762,083 522,300 2,981,670 23,767 6,776,970
550,704 167,025 - 1,659,749 - 2,377,478

(A) - At June 30, 2000 the fund cash balance for the general fund contained $1,758,513
in restricted cash associated with the budget stabilization account and the technology

lease-purchase account,

See accompanying notes to the financial statements.
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BEAVERCREEK CITY SCHOOL DISTRICT

Greene County, Ohio

Combined Statement of Cash Receipts, Cash Disbursements and Changes in Fund Balances

All Proprietary Fund Types and Similar Fiduciary Fund Type
For the Year Ended June 30, 2000

Operating Cash Receipts
Food Services
Extracurricular Activities
Classroom Materials and Fees
Employee Insurance Fees
Miscellaneous

Total Operating Cash Receipts

Operating Cash Disbursements
Personal Services
Benefits
Purchased Services
Supplies and Materials
Miscellaneous

Total Operating Cash Disbursements

Operating Income/(L.oss)

Non-Operating Cash Receipts(Disbursements)

Sale of Assets

State Grants

Federal Grants

Refund of Prior Year Expenditures
Transfers-in

Advances-Cut

Total Other Financing Sources(Uses)

Net Excess of Cash Receipts Over(Under)
Cash Disbursements

Fund Cash Balance, July 1, 1999

Fund Cash Balance, June 30, 2000

Reserve for Encumbrances

See accompanying notes to the financial statements.

FIDUCIARY
PROPRIETARY FUND TYPES FUND Total
Internal Agency (Memorandum
Enterprise Service Funds Only)
§ 1,130,411 - 3 - $ 1,130,411
- “ 257,484 257,484
176,895 - - 176,895
- 17,898 - 17,898
- - 77,830 77,830
1,307,306 17,898 335314 1,660,518
625,980 - - 625,980
172,628 - - 172,628
681 - 15,918 16,599
706,601 - 54,550 761,151
- - 293,526 293,526
1,505,890 - 363,994 1,869,884
(198,584) 17,898 (28,680) (209,366)
234 - - 234
22,802 - - 22,802
120,377 - - 120,377
- - 2,244 2,244
75,254 - - 75,254
- - (7,042) (7,042)
218,667 - (4,798) 213,869
20,083 17,898 {33,478) 4,503
59,246 - 241,070 300,316
79,329 17,898 207,592 304,819
24,705 - 14,746 39,451




BEAVERCREEK CITY SCHOOL DISTRICT
Greene County, Ohio

Combined Statement of Receipts - Budget and Actual
For the Year Ended June 30, 2000

Variance
Favorable
Fund Types/Funds: Budget Actual (Unfavorable)
Governmental Funds:
General Fund $ 40,953,024 $ 43,305,697 § 2,352,673
Special Revenue Funds - 1,796,000 2,317,061 521,061
Debt Service Fund 4,850,491 4,388,790 (461,701}
Capital Project Funds 3,774,606 2,190,111 (1,584,495)
Proprietary Funds:
Enterprise Funds 1,290,000 1,525,973 235,973
Internal Service Fund - 17,898 17,898
Fiduciary Funds:
Trust and Agency 351,425 338,425 (13,000)
Total (Memorandum Only) $ 53,015546 § 54,083,955 § 1,068,409

See accompanying notes to the financial statements.







BEAVERCREEK CITY SCHOOL DISTRICT
Notes to the Financial Statements
June 30, 2000

1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES.

A,

Description of the Entity

Beavercreck City School District (the District) is a body politic and corporate established for
the purpose of exercising the rights and privileges conveyed to it by the constitution and laws of
the State of Ohio.

The District operates under a locally elected five-member Board form of government and
provides educational services as mandated by state and/or federal agencies. This Board of
Education controls the District’s ten instructional/support facilities staffed by approximately
495 certificated and 317 non-certified full time personnel who provide services to 6,272
students and other community members.

Reporting Entity

The reporting entity is comprised of the primary government, component units and other
organizations that are included to ensure that the financial statements of the District are not
misleading. The primary government consists of all funds, depariments, boards and agencies
that are not legally separate from the District. For Beavercreek City School District, this
includes general operations, food service, preschool and student related activities of the District.
The following activities are also included within the reporting entity.

Saint Luke Elementary and Carroll High are Parochial Schools that are operated through the
Cincinnati Catholic Diocese. Current State legislation provides funding to parochial schools, as
well as the community and Montessori schools within the District boundaries. These monies are
received and disbursed on behalf of the parochial school by the treasurer of the District, as
directed by the parochial school. The activity of these State monies by the District is reflected
in a special revenue fund for financial reporting purposes.

Component units are legally separate organizations for which the District is financially
accountable. The District is financially accountable for an organization if the District appoints
a voting majority of the organization’s governing board and (1) the District is able to
significantly influence the programs or services performed or provided by the organization; or
(2) the District is legally entitled to or can otherwise access the organization’s resources; (3) the
District is legally obligated or has otherwise assumed the responsibility to finance the deficits to
or provide financial support to, the organization; or (4) the District is obligated for the debt of
the organization. Component units may also include organizations that are fiscally dependent
on the District in that the District approves the budget, the issuance of debt or the levying of
taxes for the organization. The District has no component units.

The District is associated with the Southwestern Ohio Education Purchasing Cooperative and
the Greene County Career Center, which are defined as jointly governed organizations. These
organizations are discussed in Note 13 to the financial statements.




BEAVERCREEK CITY SCHOOL DISTRICT
Notes to the Financial Statements
June 30, 2000

Basis of Accounting

Although required by Section 117-2-01 of the Ohio Administrative Code to prepare its annual
financial report in accordance with generally accepted accounting principles, the District
chooses to prepare its financial statements on the basis of accounting formerly prescribed or
permitted by the Auditor of State. This basis of accounting is similar to the cash receipts and
disbursements basis of accounting. Receipts are recognized when received in cash rather than
when earned, and disbursements are recognized when paid rather than when a liability is
incurred. Budgetary presentations report budgetary expenditures when a commitment is made
(i.e., when an encumbrance is approved).

These statements include adequate disclosure of material matters, as formerly prescribed or
permnitted by the Auditor of State.

Fund Accounting

The District uses fund accounting to segregate cash and investments that are restricted as to use.
The District classifies its funds into the following types:
Governmental Fund Types

Governmental funds are those through which most governmental functions of the District are
financed. The following are the District’s governmental funds:

General Fund

The general fund is the operating fund of the District and is used to account for all financial
resources except those required to be accounted for in another fund. The general fund
balance is available to the District for any purpose provided it is expended or transferred
according to the general laws of Ohio.

Special Revenue Funds

Special revenue funds are used to account for the proceeds of specific revenue sources
(other than for major capital projects) that are legally restricted to expenditure for specified

purposes.

Debt Service Funds

Debt service funds are used to account for the accumulation of resources for, and the
payment of general long-term debt principal, interest, and related costs.




BEAVERCREEK CITY SCHOOL DISTRICT
Notes to the Financial Statements
June 30, 2000

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).

Proprietary Fund Types

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

Enterprise Funds

Enterprise funds are 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 of providing
goods or services to the general public on a continuing basis be financed or recovered
primarily through user charges.

Internal Service Fund

Internal service fund accounts for the financing of services provided by one department or
agency to other departments or agencies of the District on a cost reimbursement basis.

Fiduciary Fund Types

Fiduciary funds are used to account for assets held by the District in a trustee capacity or as an
agent for individuals, private organizations, other governmental units and/or other funds. The
Districts fiduciary funds include expendable trust and agency funds. Expendable trust funds are

accounted for in essentially the same manner as governmental funds.

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 maior 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 legal 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.

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 I. 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 County Budget Commission for rate determination.

-10-







BEAVERCREEK CITY SCHOOL DISTRICT
Notes to the Financial Statements
June 30, 2000

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 Combined
Statement of Disbursements and Encumbrances Compared with Expenditure Authority in order
to reserve that portion of the applicable appropriation and to determine and maintain legal
compliance. Encumbrances plus expenditures may not legally exceed appropriations at the legal
level of control.

Lapsing of Appropriations

At the close of each vear, 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.

Cash and Cash Equivalents

To improve cash management, all cash received by the District Treasurer is pooled. Monies for
all funds, including proprietary funds, are maintained in this pool. Individual fund integrity is
maintained through District record. Investments are stated at cost, which approximates market
value. Investment earnings are allocated as authorized by State statute based upon District
policy.

. Intergovernmental Receipts

The District currently participates in several state and federal programs, categorized as follows:

Entitlements
General Fund
State Foundation Program
School Bus Purchase
State Property Tax Relief
Federal Impact Aid

Debt Service Fund
State Property Tax Relief

Capital Project Funds
State Property Tax Relief

Non-Reimbursable Grants

Special Revenue Funds
Title VIB
Title IT
Drug Free Schools and Communities
Title I
Title VI

Early Childhood

Title VIR

Professional Development

-12-




BEAVERCREEK CITY SCHOOL DISTRICT
Notes to the Financial Statements
June 30, 2000

Educational Management Information System
Data Communications

School Net Professional Development

Video Distance Leamning

Ohio Reads

Reimbursable Grants
(General Fund
Driver Education

Proprietary Funds
National School Lunch Program
Government Donated Commodities

Grants and entitlements received in governmental funds amounted to 31.5 percent of
governmental fund revenue during the 2000 fiscal year.

. Interfund Transactions

Quasi-external transactions are accounted for as receipts and disbursements. Transactions that
constitute reimbursements to a fund for disbursements initially made from it that are properly
applicable to another fund are recorded as disbursements in the reimbursing fund and as
reductions of disbursements 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.

Property, Plant and Equipment

Acquisitions of property, plant and equipment are recorded as disbursements when paid. These
items are not reflected as assets on the accompanying financial statements.

Unpaid Vacation and Sick Leave

Employees are entitled to cash payments for unused vacation and sick leave in certain
circumstances, such as upon leaving employment. Unpaid vacation and sick leave are not
reflected as liabilities under the cash basis of accounting used by the District.

. Total Columns on Financial Statements

Total columns on the financial statements are captioned “(Memorandum Only)’ to indicate that
they are presented only to facilitate financial analysis. This data is not comparable to a
consolidation. Interfund eliminations have not been made in the aggregation of this data.

-13-




BEAVERCREEK CITY SCHOOL DISTRICT
Notes to the Financial Statements
June 30, 2000

2. RESTATEMENT OF FUND BALANCES / PRIOR PERIOD ADJUSTMENT:

For fiscal year 2000, the District has decided to prepare its annual financial report on the basis of
accounting formerly prescribed or permitted by the Auditor of State. This basis of accounting is
similar to the cash receipts and disbursements basis of accounting. Receipts are recognized when
received in cash rather than when earned, and disbursements are recognized when paid rather than
when a liability is incurred. As the District issued financial statements, which were in accordance
with generally accepted accounting principals for fiscal year 1999, the individual fund balances at
June 30, 1999 must be restated on the cash basis.

In addition, the District did not properly record an expenditure related to retirement in previous
periods. This resulted in the ending fund balance of the general fund to be overstated. The
beginning fund balance amount for fiscal year 2000 will be adjusted so it properly reflects the
expenditure as a prior period expense and therefore, a reduction to the general fund’s beginning fund
balance amount reported.

Special Debt Capital Expendable
General Revenue Service Project Trust
Fund Funds Funds Funds Fund
Fund Balance at June 30, 1999
as previously reported $ 2,865,558 §$ 514,502 $ 851,150 % 6,816,157 $ 22,900
Adjustment for accrual entries 2,934,985 112,542 (270,193) 3,416,189 -
Adjustment for correction of
prior period error (220,011} - - - -
Fund Balance at June 30, 1999
as restated $.5,580,532 $627444  $580,957 $.10,232346 $.22.900
Internal
Enterprise Service Agency
Funds Fund Funds
Fund Balance at June 30, 1999
as previously reported § (94,892) $ 2232 $ -
Adjustment for accrual entries 154,138 (2,232) 241,070
Fund Balance at June 30, 1999
as restated $__59246 $ - $241,070

3. EQUITY IN POOLED CASH AND 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 District Treasury, in commercial accounts payable or
withdrawable on demand, including negotiable order of withdrawal (NOW) accounts, or in money
market deposit accounts.

Inactive deposits are public deposits that the Board of Education has identified as not required for

use within the current two-year period of designation of depositories. Inactive deposits must either
be evidenced by certificates of deposit maturing not later than the end of the current period of

-14-




BEAVERCREEK CITY SCHOOL DISTRICT
Notes to the Financial Statements
June 30, 2000

designation of depositories, or by savings or deposit accounts including, but not limited to, passbook
accounts.

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

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

Interim monies may be invested in the following obligations:

1. United States treasury notes, bills, bonds, or any other obligation or security issued by the
United States treasury or any other obligation guaranteed as to principal and interest by the
United States;

2. Bonds, notes, debentures, or any other obligations or securities issued by any federal
government agency or instrumentality, including but not limited to, the federal national
mortgage association, federal home loan bank, federal farm credit bank, federal home loan
mortgage corporation, government national mortgage association, and student loan
marketing association. All federal agency securities shall be direct issuances of federal
government agencies or instrumentalities;

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 Ohio;

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);

7. Certain bankers’ acceptances and commercial paper notes for a period not to exceed one
hundred and eighty days in an amount not to exceed twenty-five percent of the interim
moneys available for investment at any one time; and,

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

-15-
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BEAVERCREEK CITY SCHOOL DISTRICT
Notes to the Financial Statements
June 30, 2000

Investments in stripped principal or interest obligations, reverse repurchase agreements and
derivatives are prohibited. The issuance of taxable notes for the purpose of arbitrage, the use of
leverage and short selling are also prohibited.

An investment must mature within five years from the date of purchase unless matched to a specific
obligation or debt of the District, and must be purchased with the expectation that it will be held to
maturity. Investments may only be made through specified dealers and institutions. Payment for
investments may be made only upon delivery of the securities representing the investrnents to the
treasurer or, if the securities are not represented by a certificate, upon receipt of confirmation of
transfer from the custodian.

During fiscal year 2000, the District’s investments were limited to United States Treasury Notes and
repurchase agreements. During the fiscal year, all investments of the District had a maturity of two
years or less.

The following information classifies deposits and investments by categories of risk as defined in
GASB Statement 3, “Deposits with Financial Institutions, Investments and Reverse Repurchase
Agreements.’

Deposits

At fiscal year end, the carrying amount of the District’s deposits was $2,833,227 and the bank
balance was $3,465,338. $301,692 of the bank balance was covered by federal depository insurance,
and $3,163,646 was collateralized by the financial institution’s public entity deposit pool. Although
the securities serving as collateral were held by the pledging institution in the pledging institution’s
name and all State statutory requirements for the deposit of money had been followed,
noncompliance with federal requirements would potentially subject the District to a successful claim
by the FDIC.

Investments

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

Category Carrying Market
3 Value Value
Repurchase Agreements $4.248,562 $4,248562  $4,248,562

-16-




BFAVERCREEK CITY SCHOOL DISTRICT
Notes to the Financial Statements
June 30, 2000

PROPERTY TAXES:

Property taxes are levied and assessed on a calendar year basis. Second half distributions occur in a
new fiscal year. Property taxes include amounts levied against all real, public utility and tangible
personal (used in business) property located in the District. Real property taxes are levied after April
1 on the assessed value listed as of the prior January 1, the lien date. Public utility property taxes
attached as a lien on December 31 of the prior year were levied April 1 and are collected with real
property taxes. Assessed values for real property taxes are established by State law at thirty-five
percent of appraised market value. All property is required to be revalued every six yeats.

Public utility property taxes are assessed on tangible personal property at eighty-eight percent of true
value (with certain exceptions) and on real property at thirty-five percent of true value. Tangible
personal property taxes are levied after April 1 on the value listed as of December31 of the current
year. Tangible personal property assessments are twenty-five percent of true value. The assessed
values upon which the fiscal year 2000 taxes were collected are:

1999 Second- 2000 First-
Half Collections Half Collections
Amount Percent Amount Percent
Agricultural/Residential and
Other Real Estate $710,014,940 68.0% $722,562,620 68.0%
Commercial/Industrial 204,482,850 19.6% 216,521,240 20.4%
Public Utility Personal 52,138,770 5.0% 49,285,030 4.6%
Tangible Personal Property 77,012,015 7.4% 74,719,721 7.0%
Total Assessed Value $1,043.648,575 100.0% $51,063,088,611 100.0%
Tax Rate per $1,000 of
Assessed Valuation $42.00 $42.60

Real property taxes are payable annually or semi-annually. If paid annually, payment is due
December 31; if paid semi-annually, the first payment is due December 31 with the remainder
payable by June 20. Under certain circumstances, State statute permits alternate payment dates to
be established. Tangible personal property taxes paid by multi-county taxpayers are due September
20. Single county taxpayers may pay amnually or semi-annually. If paid annually, payment is due
April 30; if paid semi-annually, the first payment is due April 30, with the remainder payable by
September 20.

The District receives property taxes from Greene County. The County Auditor periodically
advances to the District its portion of the taxes collected. Second-half real property tax payments
collected by the County by June 30, 2000 are available to finance fiscal year 2000 operations. The
amount available to be advanced can vary based on the date the tax bills are sent.

RISK MANAGEMENT:

The District is exposed to various risks of loss related to torts; theft of, damage to, and destruction
of assets; errors and omissions; injuries to employees; and natural disasters. For fiscal year 2000 the
District contracted with Nationwide Insurance Company for general liability insurance. There is a
$1,000 deductible with a one hundred percent blanket, all risk policy. Nationwide Insurance
Company covers the boiler and machinery with a $1,000 deductible and a $39,092,500 limit.
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Professional liability is protected by Nationwide Insurance Company with a $2,000,000 single
occurrence limit and $5,000,000 aggregate and no deductible. Vehicles are covered by Nationwide
Insurance Company and hold a $250 deductible for comprehensive and $1,000 for collision.
Automobile liability has a $2,000,000 combined single limit of liability. Settled claims have not
exceeded this commercial coverage in any of the past three years. There have been no significant
reductions in insurance coverage from last year.

WORKERS’ COMPENSATION:

For fiscal year 2000 the District participated in the Southwestern Ohio Educational Purchasing
Cooperative’s (OEPC) insurance purchasing pool for workers’ compensation. The intent of the pool
is to achieve the benefit of a reduced premium for the School District by virtue of its grouping and
representation with other participants in the pool. The workers’ compensation experience of the
participating school districts is calculated as one experience and a common premium to the State
based on the rate for the pool rather than its individual rate. Total savings are calculated and each
participant’s individual performance is compared to the overall savings percentage of the pool. A
participant will then either receive money from or be required to contribute to the pool.

This “equity pooling” arrangement insures that each participant shares equally in the overall
performance of the pool. Participation in the pool is limited to districts that can meet the pool’s
selection criteria. The firm of CompManagement Inc. provides administrative, cost control and
actuarial services to the pool.

DEFINED BENEFIT PENSION PLANS:

A. School Employees Retirement System

Plan Description: The District contributes to the School Employees Retirement System of Chio
(SERS), a cost-sharing multiple-employer defined benefit pension plan. SERS provides
retirement and disability benefits, annual cost-of-living adjustments, and death benefits to plan
members and beneficiaries. Authority to establish and amend benefits is provided by state statute
per Chapter 3309 of the Ohic Revised Code. The School Employees Retirement System issues a
publicly available, stand-alone financial report that includes financial statements and required
supplementary information. The report may be obtained by writing to SERS, 45 North Fourth
Street, Columbus, Ohio 43215 or by calling (614) 222-5833.

Funding Policy: 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 of annual covered payroll. 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 contributions for pension obligations to SERS for the
fiscal years ended June 30, 2000, 1999, and 1998 were $1,014,072, $949.116, and $836,544,
respectively.

B. State Teachers Retirement System

The District contributes to the State Teachers Retirement System of Ohio (STRS Ohio), which is
a cost-sharing, multiple-employer public employee retirement system.
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STRS Ohio is a statewide retirement plan for certified teachers and other faculty members
employed in the public schools of Ohio or any school, college, university, institution or other
agency wholly controlled, managed and supported in whole, or in part, by the state or any
political subdivision thereof. Any member who has (i) five years of service credit and attained
age 60; (ii) 25 years of service credit and attained age 55; or (iii) 30 years of service credit
regardless of age may retire. The maximum annual retirement allowance, payable for life, is the
greater of the “formula benefit” or the “money-purchase benefit” calculation. Under the
“formula benefit,” the retirement allowance is based on years of credited service and final
average salary, which is the average of the member’s three highest years’ salaries. The annual
allowance is calculated by using a base percentage of 2.1% multiplied by the total number of
years of service credit (including Ohio-valued purchased credit) times the final average salary.
The 31* year of eamed Ohio service credit is calculated at 2.5%. An additional one-tenth of a
percent is added to the calculation for every year of earned Ohio service over 31 years (2.6% for
32 years, 2.7% for 33 years and so on) until 100% of final average salary is reached.

Legislation passed in April 2000 with a July 1999 effective date provided an adjustment for
retirees whose benefits have not kept pace with the rate of inflation. The legislation also changed
the formula for calculating the formula benefit. The formula benefit increased to 2.2% from
2.1% per year for all years up to 30 years. For members with 35 or more years of eamed Ohio
service, the first 30 years will be calculated at 2.5% instead of 2.2%. For earned Ohio service
over 30 years, the formula will remain as current law, which provides an escalating formula of
2.5% for the 31* year, 2.6% for the 32™ 2.7% for the 33" year, etc., until 100% of final average
salary is reached.

Under the “money-purchase benefit” calculation, a member’s lifetime contributions plus interest
at specified rates are matched by an equal amount from other STRS Ohio funds. This total is
then divided by an actuarially determined annuity factor to determine the maximum annual
retirement allowance.

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

A retiree of STRS Ohio or other Chio public retirement system is eligible for reemployment as a
teacher following the elapse of two months from the date of retirement. Contributions are made
by the reemployed member and employer during the reemployment. Upon termination of
recmployment or age 65, whichever comes later, the retiree is eligible for a money-purchase
benefit or a lump-sum payment in addition to the original retirement allowance.

Retirement benefits are annually increased by the greater of the amount of the change on the
Consumer Price Index (CPI) or the cumulative CPI increases since retirement, less previous
cost-of-living increases, up to a maximum of 3% of the original base benefit. The plan offers
comprehensive health care benefits to retirees and their dependents. Coverage includes
hospitalization, physicians’ fees, drugs and partial reimbursement of monthly Medicare
premiums.

A member with five or more years’ credited service who becomes disabled is entitled to a
disability benefit. Survivor benefits are available to eligible spouses and dependents of active
members who die before retirement. A death benefit of $1000 is payable to the beneficiary of
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each deceased retired member. Additional death benefit coverage of $1000 of $2000 can be
purchased. Various other benefits care available to members’ beneficiaries.

Benefits are established by Chapter 3307, Revised Code.

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

Contribution requirements and the contributions actually made for the fiscal year ended June 30,
2000, were 9.3% of covered payroll for members and 14% for employers. The District’s
required contributions for pension obligations to STRS for the fiscal years ended June 30, 2000,
1999, and 1998 were $3,133,860, $2,968,920, and $2,824,248, respectively.

STRS Ohio issues a stand-alone financial report. Copies of STRS Ohio’s 2000 Comprehensive
Annual Financial Report can be requested by writing to STRS Ohio, 275 East Broad Street,
Columbus, Ohio 43215-3371, or by calling (614) 227-4090

C. Social Security System

Effective July 1,1991, all employees not otherwise covered by the School Employees Retirement
System or the State Teachers Retirement System have an option to choose Social Security or the
School Employees Retirement System/State Teachers Retirement System. As of June 30, 2000,
two members of the Board of Education have elected Social Security. The Board’s liability is 6.2
percent of wages paid.

POST EMPLOYMENT BENEFITS:

State Teachers Retirement System of Ohio (STRS Ohio) provides comprehensive healthcare
benefits to retirees and their dependents. Coverage includes hospitalization, physicians’ fees,
prescription drugs, and partial reimbursement of monthly Medicare premiums. All benefit
recipients and sponsored dependents are eligible for health care coverage. Pursuant to the Ohio
Revised Code (R.C.), the State Teachers Retirement Board (the Board) has discretionary authority
over how much, if any, of the health care costs will be absorbed by STRS Ohio. Most benefit
recipients pay a portion of the health care cost in the form of a monthly premium. The R.C. grants
authority to STRS Ohio to provide health care coverage to benefit recipients, spouses and
dependents. By Ohio law, the cost of coverage paid from STRS funds shall be included in the
employer contribution rate, currently 14 percent of covered payroll.

The Retirement Board allocates employer contributions to the Health Care Reserve Fund from
which health care benefits are paid. For fiscal year ended June 30, 2000, the Board allocated
employer contributions equal to 8 percent of covered payroll to the Health Care Reserve Fund. The
balance in the Health Care Reserve Fund was $3.419 billion on June 30, 2000. The Health Care
Reserve Fund allocation for the year ended June 30, 2001, and after, will be 4.5 percent of covered
payroll. For the District, this amount equaled $1,790,775 during the 2000 fiscal year.

For the year ended June 30, 2000, net health care costs paid by STRS Ohio were $283,137,000.
There were 99,011 eligible benefit recipients.
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For SERS, the Ohio Revised Code gives the discretionary authority to provide postretirement health
care to retirees and their dependents. Coverage is made available to service retirees with ten or
more years of qualifying service credit, disability and survivor benefit recipients. Members retiring
on or after August 1, 1989 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.

After the allocation for basic benefits, the remainder of the employer’s 14 percent contribution is
allocated to providing health care benefits. For the fiscal year ended June 30, 2000, the allocation
rate is 8.45 percent. In addition, SERS levies a surcharge to fund health care benefits equal to 14
percent of the difference between a minimum pay and the member’s pay, pro-rated for partial
service credit. For fiscal year 2000, the minimum pay has been established at $12,400. For the
District, the amount to fund health care benefits, including the surcharge, was $824,415 for fiscal
year 2000.

The surcharge, added to the unallocated portion of the 14 percent employer contribution rate,
provides for maintenance of the asset target level for the health care fund. The target level for the
health care reserve is 150 percent of annual health care expenses. Expenses for health care at
June 30, 2000, were $140,696,340 and the target level was $211.0 million. At June 30, 2000, the
Retirement System’s net assets available for payment of health care benefits of $252.3 million. The
number of benefit recipients currently receiving heath care benefits is approximately 50,000.

OTHER EMPLOYEE BENEFITS:

A. Compensated Absences

The criteria for determining vacation and sick leave components are derived from negotiated
agreements and State laws. Classified employees earn five to twenty-five days of vacation per
year, depending upon length of service. Accumulated unused vacation time is paid to classified
employees upon termination of employment. Teachers and administrators who are not on a
twelve month confract do not earn vacation time. Teachers, administrators and classified
employees earn sick leave at the rate of one and one-fourth days per month. Certificated
employees are entitled to a severance payout upon retirement equal to twenty-six percent of
accrued, but unused, sick leave days not to exceed 84 days. Classified employees receive
twenty five percent of accrued, but unused, sick leave days not to exceed 200 days.

B. Insurance Benefits

Employee medical benefits are provided through United Health Care for certificated employees
and through Anthem Community Choice for classified employees. The employees share the
cost of the monthly premium with District for single and family plans. The District pays 90
percent of the premiums for certificated and a scaled percentage based on hours worked for
classified employees.

The District provides life insurance to employees through Ohio National Life Insurance.
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CAPITAL LEASES:;
In prior years, the District has entered into lease agreements for various equipment including
computer, copiers and a telephone system. In fiscal year 2000, the District entered into an
agreement to have an administrative office building constructed with the District making annual
rental payments over the next 25 years. These leases meet the criteria of a capital lease as defined
by Statement of Financial Accounting Standards No. 13, “Accounting for Leases”, which defines a
capital lease generally as one that transfers benefits and risks of ownership to the lessee. Capital
lease payments are recorded in the general fund.
The following is a schedule of the future minimum lease payments required under the capital leases
and the present value of the minimum lease payments as of June 30, 2000,
Fiscal Year
Ending June 30, Amount
2001 3 1,017,044
2002 985,089
2003 986,151
2004 269,165
2005 225430
2006-2010 1,162,875
2011-2015 1,190,563
2016-2020 1,100,510
2021-2025 1,786,150
Total Minimum Lease Payments 3$8,72297¢6
Less: Amount Representing Interest 3,338,622
Present Value of Minimum
Lease Payments $ 5,384,354
LONG TERM OBLIGATIONS:

Changes in long-term obligations of the District during fiscal year 2000, were as follows:

School Improvement Bonds
1996 —3.6% 10 5.77%

Energy Conservation Bonds
1998 —4.00% to 4.95%

EPA Loan
1993 - 0.00%

Energy Conservation Bonds
1989 — 6.00%

Energy Management Loan
1995 —5.48%

Total Long-Term

Principal
Outstanding
6/30/99
$ 39,130,000
815,000
697,325
24,856
1,663,432

542,330,613

Additions

-2

Principal
CGutstanding

Deletions 6/30/00
$1,310,000 $ 37,820,000
85,000 730,060
105,616 591,709
24,856 -
240,927 1,422,505
$ 1,766,359 $40,564.214




BEAVERCREEK CITY SCHOOL DISTRICT
Notes to the Financial Statements
June 30, 2000

The general obligation bonds will be paid from the debt service fund.

In 1996, $42 million of school improvement bonds were issued for improving and adding to the
Districts school buildings.

$900,000 of energy conservation bonds and a loan of approximately $2.5 million were issued in
1998 and 1995, respectively, for the purpose of remodeling schools in the District, and thereby
improving energy consumption.

In fiscal year 1992 and 1993, the District received $152,128 and $1,168,991 in interest free loans
from the U.S. Environmental Protection Agency (EPA) for asbestos removal from buildings
throughout the District,

Outstanding general obligations bonds and notes are direct obligations of the District for which its
full faith, credit and resources are pledged and are payable from taxes levied on all taxable property
in the District.

Principal and interest requirements to retire long-term debt obligations of the District at June 30,
2000 are as follows:

School Energy Energy
Fiscal Year Improvement Conservation Conservation
Ending June 30, Bonds Bonds EPA Loans Loan Total

2001 $ 3,702,119 $ 124,166 $ 73,231 $ 327,186 § 4,226,704
2002 3,802,826 125,388 73,231 327,185 4,328,630
2003 2,364,573 126,302 69,424 326,615 2,887,487
2004 2,522,678 126,602 64,779 327,188 3,041,247
2005 2,593,582 121,615 64,779 327,491 3,107,163

2006-2010 14,657,059 252,515 246,265 - 15,155,839

2011-2015 15,326,902 - - - 15,326,902

2016-2020 18,133,962 - - - 18,133,962
2021 4,021,435 - - - 4,021,435
Total $67,125,136 §_876,588 $_591,709 $.1,635665 $_70,229.369

12. SHORT-TERM OBLIGATION:
Notes payable activity for the District for the year ended June 30, 2000 was as follows:
Principal Principal
Outstanding QOutstanding
June 30, 1999 Additions Deletions June 30, 2000
Tax Anticipation Note
1997 - 5.02% $ 1,000,000 $ - $ 300,000 § 700,000

Tax anticipation notes are being repaid with general fund tax revenues being credited to the debt
service fund.
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13. JOINTLY GOVERNED ORGANIZATIONS:;

Southwestern Ohio Educational Purchasing Cooperative - The Southwestern Ohio Educational
Purchasing Cooperative (SOEPC) is a purchasing cooperative made up of nearly 100 Districts in 12
counties. The Montgomery County Educational Service Center acts as the Fiscal Agent for the
group. The purpose of the cooperative is to obtain prices for quality merchandise and services
commonly used by schools. All member districts are obligated to pay all fees, charges, or other
assessments as established by the SOEPC.

Each member district has one voting representative. Title to any and all equipment, furniture and
supplies purchased by the SOEPC is held in trust for the member districts by the Fiscal Agent. Any
district withdrawing from the SOEPC shall forfeit its claim to any and all SOEPC assets. One year
prior notice is necessary for withdrawal from the group.

During this time, the withdrawing member is liable for all member obligations. Payments to SOEPC
are made from the General Fund. During fiscal year 2000, the District paid $5,265 for testing and
training services, as well as $3,011 in membership fees to SOEPC. To obtain financial information,
write to the Southwestern Ohio Educational Purchasing Cooperative, Robert Brown, who serves as
Director, 1831 Harshman Road, Dayton, Ohio 45424.

Greene County Career Center - The Greene County Career Center is a distinct political subdivision
of the State of Ohio operated under the direction of a Board consisting of one representative from
each of the seven participating school district’s elected boards, which possesses its own budgeting
and taxing authority. To obtain financial information write to The Greene County Career Center at
2960 West Enon Road, Xenia, Ohio 45385.

14, INSURANCE PURCHASING POOL

Southwestern Ohio Educational Purchasing Cooperative Employee Benefit Plan Trust (EPC) is a
group purchasing pool consisting of public school districts that are members of the Southwestern
Ohio Educational Purchasing Cooperative. The purpose of a group purchasing pool is for members
to pool funds or resources to purchase group insurance products to provide health benefits to
participants at a lower rate than if the individual districts acted independently.

Each district pays a monthly premium to the Trust Fund for insurance coverage which is provided
by Anthem Community Choice or United Health Care. Districts may also contribute monthly to the
Trust Fund for dental benefits provided through a self-funded dental plan administered by
CoreSource. The Plan is governed by a Board of Trustees elected in accordance with the Trust
Agreement and voted on by participating EPC member districts. Financial information can be
obtained from Barbara Coriell, who serves as administrator at EPC Benefits Office, 1831 Harshman
Road, Dayton, OH 45424,

15. STATE SCHOOL FUNDING DECISION:

On March 24, 1997, the Ohio Supreme Court 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
allow the State’s legislature to design a plan to remedy the perceived defects in that system.
Declared unconstitutional was the State’s “school foundation program” which provides significant
amounts of monetary support to the District. For the fiscal year ended June 30, 2000 the District
received $ 10,608,683 of school foundation support for its general fund.
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Since the Supreme Court ruling, numerous pieces of legislation have been passed by the State
General Assembly in an attempt to 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, 1999,
determined they are not sufficiently responsive to constitutional issues raised under the “thorough
and efficient’ clause of the Ohio Constitution. The State appealed the decision made by the Court of
Common Pleas to the Ohio Supreme Court. On May 11, 2000, the Ohio Supreme Court rendered an
opinion on this issue. The Court concluded, “...the mandate of the Ohio Constitution has not been
fulfilled.” The Court’s majority recognized efforts by the Ohio General Assembly taken in response
to the Court’s March 24, 1997, decision, however, it found seven major are as warrant further
attention, study, and development by the General Assembly...”, including the State’s reliance on
local property tax funding, the state’s basic aid formula, the school foundation program, as
discussed above, the mechanism for, and adequacy of, funding for school facilities, and the
existence of the State’s School Solvency Assistance Fund, which the Court found took the place of
the unconstitutional emergency school loan assistance program.

The Court decided to maintain jurisdiction over these issues and continued the case at least until
June 15, 2001.

As of the date of these financial statements, the School District is unable to determine what effect, if
any, this ongoing litigation will have on its future State funding under this program and on its

financial operations.

CONTINGENCIES:

A. Grants

The District received financial assistance from federal and state agencies in the form of grants.
The disbursement of funds received under these programs generally requires compliance with
terms and conditions specified in the grant agreements and is subject to audit by the grantor
agencies. Any disallowed claims resulting from such audits could become a liability of the
general fund or other applicable funds. However, in the opinion of management, any such
disallowed claims will not have a material adverse effect on the overall financial position of
the District at June 30, 2000.

B. Litigation

The District is party to several legal proceedings. The District’s management is of the opinion
that ultimate disposition of the majority of these claims and legal proceedings will not have a
material effect, if any, on the financial condition of the District. However, there are two
pending lawsuits, which if ruled in favor of the plaintiff, could materially affect the financial
condition of the District. These cases are in their infancy stage with no court date set. District
legal counsel cannot reasonable predict an outcome to these cases since they are so
preliminary.

ACCOUNTABILITY:

The District is required to disclose all instances of violations of finance related legal provisions.
During fiscal year 2000 the District was found to be in violation of the following provisions.

Ohio Administrative Code Section 117-2-03(B) requires, as of the fiscal year that June 30, 1996, all
school districts to prepare their annual financial report (but not necessarily account) in accordance
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with generally accepted accounting principles (unless a waiver has been granted by the Auditor of
State). The District did not prepare its annual financial report in accordance with generally
accepted accounting principles, nor did it receive a waiver from the Auditor of State granting
permission to prepare its annual financial report on a cash basis.

Ohio Revised Code Section 5705.10 provides that money paid into a fund shall be used only for the
purpose for which the fund was established. During fiscal year 2000, the District paid general fund
debt obligations (EPA Loans and Energy Management Debt) with monies paid into the debt service
fund, which were collected to repay the School Improvement Bond Issue approved by the voters of
the District in 1996. Adjustments were made to these statements, as well as the District ledgers, to
record the transaction between the general fund and the debt service fund for general fund debt,
principal and interest, totaling $552,800.

Ohio Revised Code Section 5705.38 requires that on or about the first day of each fiscal year, an
appropriation measure is to be passed. If the taxing authority wants to postpone the passage of the
annual appropriation measure, it may adopt a temporary appropriation measure for meeting the
ordinary expenses until October 1%. The District did not pass a permanent appropriation measure
until June 29, 2000 for fiscal year 2000, nor did the District submit the temporary appropriation
measure approved by the Board of Education in June, 1999 to the County Budget Commission as
required.

Ohio Revised Code Section 5705.41(B) states that no subdivision or taxing unit is to expend money
unless it has been appropriated. The District had actual expenditures plus encumbrances that
exceeded appropriations for all funds, except for the expendable trust and student activities funds.

Ohio Revised Code Sections 5705.36 and 5705.39 states the total appropriations made during a
fiscal year from any fund must not exceed the amount contained in the certification of estimated
resources. During fiscal year 2000, the District had permanent appropriations exceeding estimated
resources in the following funds: Professional Development, School Net-Plus, Ohio Reads, State
Grants, Title VIB, Title VIR and Lunchroom.

In August 1998, the District entered into a lease-purchase agreement with a local bank for the
purpose of obtaining technology equipment for the various buildings throughout the District. The
value of the agreement was $3 million. The agreement required the District to, among other things,
spend the entire amount of the agreement on equipment within 18 months of the agreement date, or
apply the remainder to the District’s payments. As of March 31, 2000 the District had
approximately $3 million in the technology account and as of June 30, 2000 the balance in the
account was approximately $1 million. The District did purchase technology equipment and make
rental payments during this period, however, it was decided by the former Treasurer to leave the
amount in the technology account intact to provide additional investment earnings. There is
minimal documentation at the District to support the technology equipment purchases charged
against the agreement. The District appears to have violated the agreements of the lease-purchase it
entered into.

SET-ASIDE CALCULATIONS AND FUND RESERVES:

The School District is required by State statute to annually set aside in the general fund an amount
based on a statutory formula for the purchase of textbooks and other instructional materials and an
equal amount for the acquisition and construction of capital improvements. Amounts not spent by
year-end or offset by similarly restricted resources received during the year must be held in cash at
year-end and carried forward to be used for the same purposes in future years. The School District
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Pass
Federal Grantor/ Through
Pass Through Grantor Entity Non-Cash Non-Cash
Program Title CFDA # Number Receipts Receipts Disbursernents  Disbursements
.D T RI
Passed Through Ohio Department of Education
Nutritional Cluster:
Food Distribution Program 10.550 NN-N1 - 81,962 - 84,644
National School Lunch Program 10.555 04-PU 120,377 - 120,377 -
Total U.S. Department of Agriculture - Nutrition Cluster 120,377 81,962 120,377 84,644
U.S. DEPARTMENT OF EDUCATION
Direct Program
[mpact Aid Grant 84.041 N/A 163,142 - 163,142 -
Passed Through Ohio Department of Education
Special Education Cluster
Title VI-B Grant 84.027 6B-SF 377,795 - 420,516 -
Preschool Disabilities Grant 84.173 PG-81 29,535 - 24,340 -
Total Special Education Cluster 407,330 - 444 856 -
Eisenhower Grant 84.281 MBS-§1 18,896 - 24,593 -
Title I Grant 84.010 C1-St 232,134 - 197,090 -
Title VI - Innovative Education Grant 84.298 C2-581 45,893 - 33,326 -
Drug Free Schools and Communities 84.186 DR-S1 31,782 - 45,495 -
Title VI-R - Class Size Reduction Grant 84.340 CRS100 61,187 - 54,388 -
Total U.S. Departiment of Education 060,364 - 962,890 -
TOTAL FEDERAL FINANCIAL ASSISTANCE 1,080,741 81,962 1,083,267 84,644

See notes 1o the schedule of expenditures of federal awards.
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Clark, SchaeferHackett &Co.

CERTIFIED PUBLIC ACCOUNTANTS
BUSINESS CONSULTANTS

Independent Auditors’ Report on Compliance and on Internal Control Over Financial Reporting
Based on an Audit of Financial Statements Performed in Accordance with
Government Auditing Standards

Board of Education

Beavercreek City School District
2940 Dayton-Xenia Road
Beavercreek, Ohio 45434

We have audited the financial statements of the Beavercreek City School District (the District), as of and
for the year ended June 30, 2000 and have issued our report thereon dated March 1, 2001, wherein we
noted that the District prepared its financial statements on the basis of accounting formerly prescribed by
the Auditor of State which is a comprehensive basis of accounting other than generally accepted
accounting principals. 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.

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 instances of noncompliance that are required to be reported under
Government Auditing Standards which is described in the accompanying schedule of findings as items
2000-53750-001 through 007. We also noted certain immaterial instances on noncompliance that we
have reported to management of the District in a separate letter dated March 1, 2001,

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the District’s internal control over financial
reporting in order to determine our auditing procedures for the purpose of expressing our opinion on the
financial statements and not to provide assurance on the internal control over financial reporting.
However, we noted certain matters involving the internal control over financial reporting and its
operation that we consider to be reportable conditions. Reportable conditions involve matters coming to
our attention relating to significant deficiencies in the design or operation of the internal control over
financial reporting that, in our judgment, could adversely affect the District’s ability to record, process,
summarize and report financial data consistent with the assertions of management in the financial
statements. A reportable condition is described in the accompanying schedule of findings as item 2000-
53750-008 through 012.
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A material weakness is a condition in which the design or operation of one or more of the internal
control components does not reduce to a relatively low level the risk that misstatements in amounts that
would be material in relation to the financial statements being audited may occur and not be detected
within a timely period by employees in the normal course of performing their assigned functions. Our
consideration of the internal control over financial reporting would not necessarily disclose all matters in
the internal control that might be reportable conditions and, accordingly, would not necessarily disclose
all reportable conditions that are also considered to be material weaknesses. However, of the reportable
conditions noted above, we consider items 2000-53750-008 and 2000-53750-009 to be material
weaknesses. We also noted other matters involving the internal control over financial reporting, that do
not require inclusion in this report, that we have reported to management of the District in a separate

letter dated March 1, 2001.

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

other than these specified parties.

(it Sokesfe QltattG.

Springfield, Ohio
March 1, 2001
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Internal Control Over Compliance

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

We noted certain matters involving the internal control over compliance and its operation that we
consider to be reportable conditions. Reportable conditions involve matters coming to our aftention
relating to significant deficiencies in the design or operation of the internal control over compliance that,
in our judgment, could adversely affect the District’s ability to administer a major federal program in
accordance with applicable laws, regulations, contracts and grants. The reportable condition is described
in the accompanying schedule of findings as item 2000-53750-013.

A material weakness is a condition in which the design or operation of one or more of the internal
control components does not reduce to a relatively low level the risk that noncompliance with applicable
requirements of laws, regulations, contracts and grants that would be material in relation to a major
federal program being audited may occur and not be detected within a timely period by employees in the
normal course of performing their assigned functions. Our consideration of the internal control over
compliance would not necessarily disclose all matters in the internal control that might be reportable
conditions and, accordingly, would not necessarily disclose all reportable conditions that are also
considered to be material weaknesses. However, we do not believe the reportable condition described
above is a material weakness.

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

(lnste o ekttt

Springfield, Ohio
March 1, 2001
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Finding Number 2000-53750-001

Ohio Administrative Code Section 117-2-03(B) requires, as of the fiscal year ended June 30, 1996, all
school districts to prepare their annual financial reports (but not necessarily account) in accordance with
generally accepted accounting principals, unless a wavier has been received from the Auditor of State.
The District prepared its fiscal year 2000 annual financial report on a cash basis, a basis of accounting
other than generally accepted accounting principals. The District did not receive the necessary waiver
from the Auditor of State to prepare its financial report on the cash basis.

The District should comply with the Ohio Administrative Code and prepare its annual financial report in
accordance with generally accepted accounting principals to ensure all significant assets, liabilities and
fund equities are disclosed in their annual report.

Finding Number 2000-53750-002

Ohio Revised Code Section 5705.38 requires that on or about the first day of each fiscal year, an
appropriation measure is to be passed. If the taxing authority wants to postpone the passage of the
annual appropriation measure, it may adopt a temporary appropriation measure for meeting the ordinary
expenses until October 1*.

The District did not pass a permanent appropriation measure until June 29, 2000 for fiscal year 2000. In
addition, the temporary appropriation measure passed by the District in June 1999 was never submitted
to the County Budget Commission as required by law.

The District should adopt its annual appropriation measure in accordance with the stipulations and
timeframe established by the Revised Code.

Finding Number 2000-53750-003

Ohio Revised Code Section 5705.41(B) states that no subdivision or taxing unit is to expend money
unless it has been appropriated.

At June 30, 2000 the District had actual expenditures plus encumbrances, which exceeded appropriations
in all funds except for the general, non-expendable trust and student activity funds. In addition, prior to
the amended appropriation measures passed in June 2000, expenditures plus encumbrances in all funds,
except for the non-expendable trust fund, exceeded available appropriations.

The District should implement adequate budgetary and monitoring controls in its purchasing cycle to
ensure appropriations are available prior to obligations and expenditures being made. All amended
appropriation measures should be legally enacted before expenditures and encumbrances exceed the
appropriation level, not after-the-fact.
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Finding Number 2000-53750-004

Ohio Revised Code Section 5705.36 and Section 5705.39 states the total appropriations made during a
fiscal year from any fund must not exceed the amount contained in the certification of estimated
resources.

During fiscal year 2000, the District had permanent appropriation exceeding estimated resources in the
following funds: Professional Development, School Net-Plus, Ohio Reads, State Grants, Title VIB, Title
VIR, and Lunchroom.

The District should implement adequate budgetary and monitoring procedures to ensure appropriations
related to any fund do not exceed estimated resources.

Finding Number 2000-53750-005

In August 1998, the District entered into a lease-purchase agreement with a local bank for the purpose of
obtaining technology equipment for the various buildings throughout the District. The value of the
agreement was $3 million. The agreement required the District to, among other things, spend the entire
amount of the agreement on equipment within 18 months of the agreement date, or apply the remainder
to the District’s payments. As of March 31, 2000 the District had approximately $3 million in the
technology account and as of June 30, 2000 the balance in the account was approximately $1 million.
The District did purchase technology equipment and make rental payments during this period, however,
it was decided by the former Treasurer to leave the amount in the technology account intact to provide
additional investment earnings. There is minimal documentation at the District to support the technology
equipment purchases charged against the agreement.

The District appears to have violated the agreements of the lease-purchase it entered into,

The District should work with its legal counsel and the banking institution to determine what action
should be taken by the District to comply with the lease-purchase agreement. Based on the provisions of
the agreement, it would appear the District would need to apply at least $1 million against future rental
payments. If this is not what is desired, the District should work with the bank to amend the agreement
to both parties mutual satisfaction.

Finding Number 2000-53750-006

Ohio Revised Code Section 5705.10 provides that money paid into a fund shall be used only for the
purpose for which the fund was established.

During fiscal year 2000, the District paid general fund debt obligations (EPA Loans and Energy
Management Debt) with monies paid into the debt service fund, which were collected to repay the
School Improvement Bond Issue approved by the voters of the District in 1996. Adjustments were
made to these statements, as well as the District ledgers, to record the transaction between the general
fund and the debt service fund for general fund debt, principal and interest, totaling $552,800.

The District should implement the appropriate management controls to ensure obligations are paid from
the appropriate fund and account.
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Finding Number 2000-53750-007

Ohio Revised Code Section 5705.412 requires the treasurer, superintendent and president of the board of
education to certify that adequate revenues will be available to maintain all personnel, programs and
services essential to the provision of an adequate educational program for a specified number of days.

During fiscal year 2000, the District did not issue the required 412 certificates for any of the expenditures
for which they were required, including annual appropriation measures, negotiated agreements, and
contracts for benefits.

The District should ensure 412 certificates are issued in all instances required by State law.

Finding Number 2000-53750-008

During fiscal year 2000, the District entered into a lease-purchase agreement to have a new
administrative building constructed. Although the construction costs associated with the building are not
obligations of the District, entries were made in the accounting system to record the proceeds of debt
issued to finance the construction, as well as all the construction expenditures of the project. The District
recorded the activity to keep track of project costs, as it was responsible for any cost overruns incurred
by the terms of the lease-purchase contract. While keeping track of the cost associated with the project
represented appropriate financial management, recording the transactions resulted in material
misstatement of cash receipts and disbursements reported for the Capital Projects Fund-Type, which
required adjustment during the audit. The manner in which the District recorded the financial activity
associated with the project will show twice the amount of project expenditures over the life of the
agreement. Once during the construction period and then again over the next twenty years as the lease
payments are being made.

The District’s cash basis accounting system should include only valid cash receipts and disbursements of
the District during the appropriate fiscal period. The District should track all other projects or
obligations outside the accounting system.

Finding Number 2000-53750-009

During fiscal year 2000, the District routinely used adjusting journal entries to record and adjust
financial transactions in the accounting system. Treasurer approval was not required before these
adjusting journal entries were inputted into the financial system. The frequent use of adjusting journal
entries, and lack of appropriate approval, led to improper journal entries being posted to the financial
system and financial activity for the period being improperly reported. Adjustments were made during
the audit to correct the financial activity reported for the District for the year.

The use of journal entries to post and correct financial transactions should be limited to specified

instance to ensure the proper accounting trail exists. In addition, all journal entries should be reviewed
and approved by the Treasurer before they are entered into the financial system.
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Finding Number 2000-53750-010

Several deficiencies with the District’s purchasing system were noted for the audit period. The District
utilizes an on-line purchase order requisition approval system to initiate a purchase order, however, the
system does not provide adequate controls to ensure the appropriate supervisor had approved the
requisition prior to the purchase order being generated, The District did not have adequate compensating
controls in place to compensate for the lack of secured on-line approvals. Also, the system gave users
the ability to change the amounts of the purchase orders, the accounts the purchase orders were charged
against, and the vendor to which the purchase order was made out to, after the purchase order had been
generated and charged by the system. These changes were made without management edit reports being
automatically generated to inform management of such changes.

In addition, during the audit period, the system controls that automatically prevents purchase orders from
being generated if the necessary appropriations were not available in the account to be charged, were
disabled. This resulted in purchase orders being generated being processed regardless of appropriations
available in the account to be charged.

These deficiencies could have allowed improperly approved purchase orders to be generated, as well as
having purchase order information to be altered after it was properly approved, without informing the
appropriate level of management.

Appropriate internal controls should be implemented in the purchasing system. If adequate system
controls cannot be implemented in the on-line systern, the District should institute appropriate
compensating manual controls to ensure appropriate approvals have been made and the financial
information regarding purchases is not changed once the purchase orders have been approved. The
District should re-establish the system controls designed to prevent purchase orders from being charged
against accounts that do not have available appropriations.

Finding Number 2000-53750-011

The District does not have proper segregation of duties related to its payroll cycle and no review
procedures are in place to ensure financial information generated through the payroll system is accurate
before payroll checks are run. As a result, inappropriate payroll expenditures and payroll errors could
occur without timely detection by management.

The District should either properly segregate the responsibilities of the payroll cycle or institute
appropriate management reviews to ensure the accuracy of financial information processed through the
payroll system. Such reviews could include a comparison of payroll reports to predetermined outcomes
for reasonableness, review of changes to payroll master file information, and/or reviews of payroll
information in excess of expected amounts (i.e. overtime, new employees, rate changes, etc.). These
reviews should be submitted to the appropriate level of management for their approval.
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Finding Number 2000-53750-012

A review of the financial system’s access authorizations indicate that many individuals, both in the
Treasurer’s Office and in other administrative offices, at the District have complete access to the
financial system and can perform all level of transactions and adjustments available through the system.
This wide access to processing transactions increases the risk that inappropriate entries could be made or
appropriate transactions are processed improperly.

Complete access to the accounting system should be limited to the Treasurer and his designees.
Individuals outside the Treasurer’s Office should only be permitted “look-up” access to the information
contained in the financial system. In addition, as the Treasurer is ultimately responsible for the financial
reporting of the District, the Treasurer should monitor and approve any changes in an individual’s access
to the financial system. This monitoring could be accomplished if the system could automatically
generate a management report to indicate changes granted in the level of access granted associated with
the financial system.
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Finding Number 2000-53750-013

The Title VI(B) federal program requires a school district to use grant funds for the excess costs of
providing educational and other related services to children with disabilities. A district meets this
requirement if it has spent at least the same amount for the education of children with disabilities as it

did for all pupils.

This requirement is reported to the Ohio Department of Education using an EMIS report showing the
number of students with disabilities and the associated educational and other costs. The District could
not support the numbers on the state report used for the fiscal year 2000 Title VI(B) program.

The District should institute adequate reporting and monitoring procedures to ensure all reports

submitted to the Department of Education are accurate and supportable to ensure funding levels granted
are appropriate and can be maintained by the District.
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88 East Broad Street
STATE OF OHIO P.O. Box 1140

OFFICE OF THE AUDITOR Columbus, Ohio 43216-1140

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

Facsimile  614-466-4490

BEAVERCREEK CTY SCHOOL DISTRICT

GREENE COUNTY

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

desan Toubbitt

CLERK OF THE BUREAU

CERTIFIED
MAY 22, 2001
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