PAINESVILLE TOWNSHIP LOCAL SCHOOL DISTRICT
LAKE COUNTY

PAINESVILLE TOWNSHIP, OHIO

GENERAL PURPOSE FINANCIAL STATEMENTS

JUNE 30, 2000



STATE OF OHIO 35 North Fourth Street, 1°* Floor
Columbus, Ohio 43215

Telephone 614-466-4514
JiM PETRO, AUDITOR OF STATE 800-282-0370
Facsimile 614-728-7398

OFFICE OF THE AUDITOR

Board of Education
Painesville Township Local School District

We have reviewed the Independent Auditor's Report of the Painesville Township Local School
District, Lake County, prepared by S.R. Snodgrass A.C. for the audit period July 1, 1999 through
June 30, 2000. Based upon this review, we have accepted thisreport in lieu of the audit required
by Section 117.11, Revised Code. The Auditor of State did not audit the accompanying
fihnancial 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 legidative 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.

JM PETRO
Auditor of State

January 12, 2001



PAINESVILLE TOWNSHIP LOCAL SCHOOL DISTRICT
LAKE COUNTY
GENERAL PURPOSE FINANCIAL STATEMENTS

Page
Number
Independent Auditors' Report 3
General Purpose Financial Statements:
Combined Balance Sheet - All Fund Types and Account Groups 4-5
Combined Statement of Revenues, Expenditures and Changes in Fund
Balances - All Governmental Fund Types 6
Combined Statement of Revenues, Expenditures and Changes in Fund
Balances - Budget (Non-GAAP Basis) and Actual - All Governmental
Fund Types 7-9
Combined Statement of Revenues, Expenses and Changes in Retained
Earnings - All Proprietary Fund Types 10
Combined Statement of Revenues, Expenses and Changes in Fund Equity -
Budget (Non-GAAP Basis) and Actual - All Proprietary Fund Types 11
Combined Statement of Cash Flows - All Proprietary Fund Types 12
Notes to Financial Statements 13-30
Report on Compliance and on Internal Control over Financial Reporting Based on an

Audit of Financial Statements Performed in Accordance with Government

Auditing Standards 31
Report on Compliance with Requirements Applicable to Each Major Program and

Internal Control over Compliance in Accordance with OMB Circular A-133 32-33
Schedule of Findings and Questioned Costs 34
Schedule of Expenditures of Federal Awards - Cash 35
Notes to Schedule of Expenditures of Federal Awards - Cash 36

Summary Schedule of Prior Audit Findings 37



independent Auditors’ Report

Boand of Educalian
Painesvilke Township Locel Schooa! District - Lake Coudly
Painesville Township, Ohio

We have audiled the acoompanying general punpose financial statements of Painesville Township Local
Sehool Disirct - Lake County (the “Disiral™, &5 of and for the year ended Juna 30, 2000 &5 kaded in e tabls
gl contents. These general puiposs finanaal statements ars the responsibility of the Distno’s management.
Chur responsibility is 10 axpress an apinion on these general purpose financial staterments based on our eudit

We condudled our sudit in accordance with generally accepted auditing standards and the standards
appkcable 1o inancial sudits contained in Governmesd Sueiting Standards issued by the Comptroller Goseral
of ihe United Stales.  Those standards reguine thal we plan and perform the audit to obtain reasonable
assurpnee about whether the generad purpose financial statements are free of material messtatemenl.  An
quclif Inciudes examining, on a les! basis, evidence supparting the amounts and disclosunes. in the Anancial
staterments. An audil akso includes assesaing the acoounting principles used and signilicant eslimales made
by managerment. as well as evalesting tha overall general purpose inancial sialement presaniation We
balieve thal our audit provides a reasonabie basis for our opinion

Im our opnicn, the ganeral purposa financial statements refermed to above presant fairly, n all matenal
respects, the financial position of the Districl, as of June 30, 2000, and the resulls of lis cperalions and the
cash flows of ils proprietary fund types for the year then anded in conformity with ganerally accepled
Sooodmiing poncipdas

in accordance with Goverrment Audiing Sfandsrds, we have also issued a reporl dalsd December 5, 2000
s our eonaideration of the Districts internad condrol over finencial reporiing &nd on our tests of its
compliance with certein provisions of laws, regusations, contracts and granis. That repor is an integral parn
of an audit performed in accordanca with Governmen Awdiing Standards and should be read in conjunction
with this report in considering the resulls of our awdit

Chur audit was parformed Tor the purpose of rorming an opinion on the general purpesa financial stalemeanis
taken d45 @ whale. The accompanying schedule of expendilures of lederal awards - cash is presented for
purposes ol additional analysis as required by U.5. Office of Management and Budget Circular A-133, Auwdils
of Sfafe: Local Govermmen'zs. and Mon-Profl Organdealions, and (S nol & requined part of tha @eENaral pAnpose
financiad stalamants, Such Information has been subjected to the ardting procedures applied in the audi
of the peneral purpose financial statements and, in ouf opinkon, & Teirly statead, inal matarial respacis, in
ralation o the general purpose financial stalemants takan as a whole

Menior, Crhio
Ciacember 5, 2000
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PAINESVILLE TOWNSHIP LOCAL SCHOOL DISTRICT - LAKE COUNTY

COMBINED STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES

BUDGET (NON-GAAP BASIS) AND ACTUAL
ALL GOVERNMENTAL FUND TYPES
FOR THE YEAR ENDED JUNE 30, 2000

REVENUES

Taxes

Tuition

Transportation fees

Interest

Classroom materials and fees

Extracurricular activities

Miscellaneous receipts
Revenue from intermediate sources
Revenue from state sources
Revenue from federal sources

Total revenues

EXPENDITURES:
Current

Instruction:
Regular
Special
Other

Supporting services:
Pupils
Instructional staff
Board of Education
Administration
Business
Pupil transportation
Central
Fiscal services
Operating and maintenace - plant

Non-instructional services:
Food services
Community services

Extracurricular activities

Debt service
Repayment of debt

Total expenditures

Excess (deficiency) of revenues over (under) expenditures

OTHER FINANCING SOURCES (USES):
Sale and gain of assets
Transfers in
Refund of prior year's expenditures
Transfers out
Advances in
Advances out
Total other financing sources (uses)

Excess (deficiency) of revenues and other sources over
(under) expenditures and other uses

FUND BALANCES - BEGINNING OF YEAR
PRIOR YEARS ENCUMBRANCES - APPROPRIATED

FUND BALANCES - END OF YEAR

The accompanying notes are an integral part of the financial statements.

General Fund

Variance
Favorable

Budget Actual (Unfavorable)
$17,613,963 $17,613,963 $ -
981,788 981,788 -
64,643 64,643 -
464,709 464,709 -
144,795 144,795 -
24,511 24,511 -
6,528,306 6,528,306 -
25,822,715 25,822,715 -
12,641,209 12,641,209 -
1,774,164 1,774,164 -
320,481 320,481 -
977,487 977,487 -
658,262 658,262 -
14,980 14,980 -
2,651,172 2,651,172 -
69,366 69,366 -
2,533,634 2,533,634 -
10,930 10,930 -
573,968 573,968 -
3,126,789 3,126,789 -
21,409 21,409 -
235,188 235,188 -
25,609,039 25,609,039 -
213,676 213,676 -
7,516 7,516 -
200,000 200,000 -
2,748 2,748 -
(499,484) (499,484) -
56,354 56,354 -
(21,819) (21,819) -
(254,685) (254,685) -
(41,009) (41,009) -
4,994,448 4,994,448 -
471,384 471,384 -
$5,424,823 $5,424,823 $ -




Special Revenue Fund

Debt Service Fund

Capital Projects Fund

Variance Variance Variance
Favorable Favorable Favorable
Budget Actual (Unfavorable) Budget Actual (Unfavorable) Budget Actual (Unfavorable)

- - $ - $808,466 $808,466 $ - $919,947 $919,947 $ -
855 855 - - - - -
234 234 - - - - 35,257 35,257 -
393,620 393,620 - - - - .
48,138 48,138 - - - - .
25,082 25,082 - - - - -
149,792 149,792 - 87,911 87,911 - 97,803 97,803 -
480,606 480,606 - - - - - - -
1,098,327 1,098,327 - 896,377 896,377 - 1,053,007 1,053,007 -
250,348 250,348 - - - - 121,388 121,388 -
231,523 231,523 - - - - N
70,102 70,102 - - - - .
110,661 110,661 - - - - 6,282 6,282 -
134,516 134,516 - - - - N
38,045 38,045 - - - - 391,730 391,730 -
36,322 36,322 - - - - -
4,044 4,044 - - - - 345,566 345,566 -
- - - - - - 2,361 2,361 -
12,206 12,206 - - - - -
300,602 300,602 - - - - 24,091 24,091 -
- - - 1,576,630 1,576,630 - - - -
1,188,369 1,188,369 - 1,576,630 1,576,630 - 891,418 891,418 -
(90,042) (90,042) - (680,253) (680,253) - 161,589 161,589 -
64,687 64,687 - 677,425 677,425 - - - -
(18,032) (18,032) - - - - 23,500 23,500 -
(24,988) (24,988) - - - - (512,505) (512,505) -
9,343 9,343 - - - - -
31,010 31,010 - 677,425 677,425 - (489,005) (489,005) -
(59,032) (59,032) - (2,828) (2,828) - (327,416) (327,416) -
271,058 271,058 - 313,208 313,208 - 483,802 483,802 -
125,288 125,288 - - - - 349,476 349,476 -
$337,314 $337,314 § - $310,380 $310,380 $ - $505,862 $505,862 $ -




PAINESVILLE TOWNSHIP LOCAL SCHOOL DISTRICT - LAKE COUNTY
COMBINED STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES
BUDGET (NON-GAAP BASIS) AND ACTUAL
ALL GOVERNMENTAL FUND TYPES
FOR THE YEAR ENDED JUNE 30, 2000
Totals (Memorandum Only)

Variance
Favorable
Budget Actual (Unfavorable)
REVENUES
Taxes $19,342,376 $19,342,376 $ -
Tuition 982,643 982,643 -
Transportation fees 64,643 64,643 -
Interest 500,200 500,200 -
Classroom materials and fees 144,795 144,795 -
Extracurricular activities 393,620 393,620 -
Miscellaneous receipts 72,649 72,649 -
Revenue from intermediate sources 25,082 25,082 -
Revenue from state sources 6,863,812 6,863,812 -
Revenue from federal sources - - -
Total revenues 28,870,426 28,870,426 -
EXPENDITURES:
Current
Instruction:
Regular 13,012,945 13,012,945 -
Special 2,005,687 2,005,687 -
Other 320,481 320,481 -
Supporting services:
Pupils 1,047,589 1,047,589 -
Instructional staff 775,205 775,205 -
Board of Education 14,980 14,980 -
Administration 2,785,688 2,785,688 -
Business 69,366 69,366 -
Pupil transportation 2,963,409 2,963,409 -
Central 47,252 47,252 -
Fiscal services 573,968 573,968 -
Operating and maintenace - plant 3,476,399 3,476,399 -
Non-instructional services:
Food services 23,770 23,770 -
Community services 12,206 12,206 -
Extracurricular activities 559,881 559,881 -
Debt service
Repayment of debt 1,576,630 1,576,630 -
Total expenditures 29,265,456 29,265,456 -
Excess (deficiency) of revenues over (under) expenditures (395,030) (395,030) -

OTHER FINANCING SOURCES (USES):

Sale and gain of assets 7,516 7,516 -
Transfers in 942,112 942,112 -
Refund of prior year's expenditures 8,216 8,216 -
Transfers out (1,036,977) (1,036,977) -
Advances in 65,697 65,697 -
Advances out (21,819) (21,819) -

Total other financing sources (uses) (35,255) (35,255) -

Excess (deficiency) of revenues and other sources over

(under) expenditures and other uses (430,285) (430,285) -
FUND BALANCES - BEGINNING OF YEAR 6,062,516 6,062,516 -
PRIOR YEARS ENCUMBRANCES - APPROPRIATED 946,148 946,148 -
FUND BALANCES - END OF YEAR $6,578,379 $6,578,379 $ -

The accompanying notes are an integral part of the financial statements.



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, 2000

Internal Totals
Enterprise Service (Memorandum
Funds Funds only)
OPERATING REVENUES:
Food services $829,195 $ - $829,195
Extracurricular - 8,116 8,116
Miscellaneous revenue 217,165 - 217,165
Total operating revenues 1,046,360 8,116 1,054,476
OPERATING EXPENSES:
Salaries and wages 498,488 - 498,488
Fringe benefits 184,570 - 184,570
Purchased services 43,671 - 43,671
Supplies and materials 610,919 - 610,919
Depreciation 4,642 - 4,642
Other objects 7 9,144 9,151
Total operating expenses 1,342,297 9,144 1,351,441
Operating loss (295,937) (1,028) (296,965)
NON-OPERATING REVENUES AND EXPENSES
Transfers in 94,865 - 94,865
State sources:
Unrestricted grants-in-aid 6,830 - 6,830
Federal sources:
Unrestricted grants-in-aid 219,414 - 219,414
Total non-operating revenues 321,109 - 321,109
Net income (loss) 25,172 (1,028) 24,144
BEGINNING RETAINED EARNINGS 52,448 1,044 53,492
ENDING RETAINED EARNINGS $77,620 $16 $77,636

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, 2000

Internal Totals
Enterprise Service (Memorandum
Funds Funds Only)
CASH FLOWS FROM OPERATING ACTIVITIES:
Operating loss ($295,937) ($1,028) ($296,965)
ADJUSTMENTS TO RECONCILE OPERATING LOSS
TO NET CASH USED IN OPERATING ACTIVITIES:
Depreciation 4,642 - 4,642
Net decrease in assets:
Inventory 3,422 - 3,422
Net increase (decrease) in liablities:
Accounts payable 2,070 - 2,070
Interfund payable (43,877) - (43,877)
Accrued wages and benefits 1,116 - 1,116
Compensated absences 5,895 - 5,895
Deferred revenue 739 - 739
Total adjustments (25,993) - (25,993)
Net cash used in operating activities (321,930) (1,028) (322,958)
CASH FLOWS FROM NON-CAPITAL FINANCING ACTIVITIES
Transfers in 94,865 - 94,865
Operating grants received 226,244 - 226,244
Net cash flows from non-capital financing activities 321,109 - 321,109
Net decrease in cash and cash equivalents (821) (1,028) (1,849)
CASH AND CASH EQUIVALENTS - BEGINNING OF YEAR 48,829 1,044 49,873
CASH AND CASH EQUIVALENTS - END OF YEAR $48,008 $16 $48,024

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

DESCRIPTION OF THE DISTRICT

The Painesville Township Local 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 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 to residents of the District.

The District is located in Lake County.

Average daily membership (ADM) as of June 1, 2000 was 3,705. The District employed 246 certificated
employees and 220 noncertificated employees. It currently operates six elementary 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 it is 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
body is financially accountable. The District's major operations include education, pupil transportation,
food service and maintenance of District facilities.

The District participates in two jointly governed organizations that are further described in the notes to the
financial statements.

BASIS OF PRESENTATION

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

The financial transactions 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 "totals - 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 eliminated, and
the caption "amounts to be provided", which does not represent an asset. Consequently, amounts
shown in the "totals - memorandum only" columns are not comparable to a consolidation and do not
represent the total resources available or total revenues and expenditures/expenses of the District.
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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)
The District uses the following fund categories, fund types and account groups:

Governmental Fund Types

Governmental 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 operating fund of the District is used to account for all revenues and
expenditures except those required to be accounted for in another fund.

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

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

Capital Projects Fund - The capital projects fund is used to account for revenues and
expenditures related to the acquisition 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 assets and all liabilities (whether current or noncurrent) associated with their activity are
included on their balance sheets. Proprietary fund measurement focus is based upon
determination of net income, financial position and cash flows.

Enterprise Funds - Enterprise funds are used to account for operations where the intention is to
finance such operations primarily through user charges or to where the District has decided that
the periodic determination of revenues, expenses and net income is appropriate. Food service,
latchkey and adult education fees represent the major operations included in the Enterprise
Funds.

Internal Service Funds - Internal service funds are used to account for the financing of goods or
services provided by one department or agency to other departments or agencies of the District,
or to other governments on a cost-reimbursement basis. 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 results of operations.

14



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)

Account Groups

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

General Fixed Assets — General fixed assets are used to account for capital assets 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 items, which are susceptible 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 earned and expenses are recognized in the period incurred. There was no
unbilled service charges receivable at year end.

Pursuant to GASB Statement No. 20, "Accounting and Financial Reporting for Proprietary Funds and
Other Governmental Entities that Use Proprietary Fund Accounting”, the District follows GASB
guidance as applicable to proprietary funds and FASB Statements and Interpretations, Accounting
Principles Board Opinions and Accounting Research Bulletins issued on or before November 30, 1989
that do not conflict with or contradict GASB pronouncements.

BUDGETARY BASIS OF ACCOUNTING

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

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

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 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)

3.

Prior to March 15, the Board of Education accepts, 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 include any unencumbered
balances 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 decreases 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 statute permits a temporary appropriation to be effective until no
later than October 1 of each year. Resolution appropriations by fund must be within the
estimated resources as certified by the Commission and the total of expenditures and
encumbrances may not exceed the appropriation totals.

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

Formal budgetary integration is to be employed as a management control device during
the year for all 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 budgeted appropriations at the fund, function
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 to when the liability is susceptible to accrual for GAAP purposes.
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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)

An analysis of the difference in fund balance for all governmental and proprietary fund types at June 30,
2000 as determined under the GAAP basis and budget basis follows:

Special Debt Capital Enter- Internal
General Revenue Service Projects prise Service
Fund Fund Fund Fund Fund Fund
GAAP basis-fund balance $5922,082 $278252 $375784 $ 51,802 $ 77620 $ 16
Adjustments for GAAP basis:
Adjustment for revenue -- (2,418) -- -- -- --
Accrued revenue/prepaid
expenses at June 30, 2000 (16,318,022) - (678,017)  (925,906) (92,136) -
Accrued expenditures/deferred
revenues at June 30, 2000 16,766,241 94,039 612,613 1,724,994 62,524 -
Encumbrances outstanding at

June 30,2000 (budget basis) (945,478) (32,559) - (345,028) (15,023) -
Budget basis - fund balance $5424823 $ 337314 $ 310,380 $ 505862 $ 32985 $ 16

ENCUMBRANCES

Encumbrance accounting, under which purchase orders, contracts and other commitments for the
expenditure 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 all funds, including
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 2000, all investments of the District were limited to Star Ohio, repurchase
agreements and treasury money markets. Except for nonparticipating investment contracts,
investments are reported at fair value, which is based on quoted market prices. Nonparticipating
investment contracts such as repurchase agreements are reported at cost.

The District has invested funds in the State Treasury Assets Reserve (STAR Ohio) during fiscal year
2000. STAR Ohio is an investment pool managed by the State Treasurer's Office, which allows
governments within the state to pool their funds for investment purposes. STAR Ohio is not registered
with SEC as an investment company, but does operate in a manner consistent with Rule 2a7 of The
Investment Company Act of 1940. Investments in STAR Ohio are valued at STAR Ohio's share price,
which is the price the investment could be sold for on June 30, 2000.

Following Ohio statutes, the Board of Education has, by resolution, identified the funds to receive an
allocation of interest. Interest revenue credited to the general fund during fiscal year 2000 amounted to
$ 464,709.

For purposes of the combined statement of cash flows and for presentation on the combined balance
sheet, investments of the cash management pool and investments with 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 investments.
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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 determined by physical count. Inventory in Governmental Fund Types consists of expendable
supplies held for consumption. The cost of inventory items is recognized 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 additions and retirements during the year 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 less than $ 500
and a useful life of less than one year. No depreciation is recognized for assets in the General Fixed
Assets Account Group.

Proprietary Funds - Equipment reflected in the Proprietary Funds is stated at 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 donated. 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 transactions between funds,
including expenditures and transfers of resources to provide services and improve assets. Operating
subsidies are recorded as operating transfers. The classification of amounts recorded as subsidies,
advances or equity contributions is based on the intent of the District at the time of the transaction.

FUND BALANCE RESERVES

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

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

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

DEFICIT FUND BALANCES

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

Deficit Fund
Balance

Special Revenue Funds

Title VIB $ (8,845)

Title | $ (13,694)

Preschool grant $ (5,482)
Fiduciary Funds

RHS Drama Fund $ (2,003)

RHS Class of 2000 Fund $ (194)

The deficits in the above-mentioned special revenue and fiduciary funds are due to timing 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 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 District's Board of Education has identified as not required
for use within the current two-year period of designation of depositories. Inactive deposits must either
be evidenced by certificates of deposit maturing not later than the end of the current period of
designation of depositories, or by savings or deposit accounts including, but not limited to, passbook
accounts.

Interim deposits are deposits of interim monies. Interim monies are those monies which are not
needed for immediate use but which will be needed before the end of the current period of designation
of depositories. Interim deposits must be evidenced by time certificates of deposit maturing not more
than one year from the date of deposit, or by savings 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 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 deposits with the institution.
Interim monies may be deposited or invested in the following securities:

1. United States Treasury Notes, Bills, Bonds or any other obligation or security issued by the
United States Treasury or any other obligation guaranteed as to principal and interest by the
United States;

2. Bonds, notes, debentures, or 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
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PAINESVILLE TOWNSHIP LOCAL SCHOOL DISTRICT
LAKE COUNTY
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

EQUITY IN POOLED CASH AND CASH INVESTMENTS (CONTINUED)

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); 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 investment at any one
time.

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 until maturity.

Investments may only be made through specified dealers and institutions. Payment for investments
may be made only upon delivery of the securities representing the investments to the treasurer or, if the
securities are not represented by a certificate, upon receipt of confirmation of transfer from the
custodian.

At June 30, 2000, the District’s general fund had a balance of $ 668,149 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 Exempted Village
School District. To obtain financial information, write to Mr. Jim Metz, Treasurer, Mentor Exempted
Village School District, 6451 Center Street, Mentor, OH 44060.

GASB Statement No. 3, "Deposits with Financial Institutions, Investments (including Repurchase
Agreements), and Reverse Repurchase Agreements”, requires disclosures to 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.

(a) Deposits - At year end, the carrying amount of the District's deposits was ($154,646) and the
bank balance was $ 549,774. The bank balance is categorized as follows:

Amount insured by the FDIC $ 140,150
Collateralized with securities held by the pledging financial

institution's trust department but not in the name of

Painesville Township Local Schools $ 409,624
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PAINESVILLE TOWNSHIP LOCAL SCHOOL DISTRICT
LAKE COUNTY
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

EQUITY IN POOLED CASH AND CASH INVESTMENTS (CONTINUED)

(b) Investments - Investments made by the District as of June 30, 2000 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
District's name.

Category 2 Uninsured and unregistered, with investments 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) $ 4959 $ 4959 $ -
Corporate cash (Category 3) 297,327 297,327 --
Investment in STAR Ohio 7,860,428 7,860,428 -

$8,162,714 $8.162,714 $ -

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, 2000 consist of the following individual fund receivables and payables:

Receivables Payables
General fund $ 9,343 $ -
Special Revenue fund -- 9,343

$ 9,343 9,343
A summary of interfund transfers made during 2000 by fund is as follows:
Transferred Transferred
To From

General fund $ - $ 299,484
Special revenue fund 39,699 --
Enterprise fund 94,865
Debt service fund 164,920 -

$ 299,484 $ 299,484
PROPERTY TAXES

Property taxes include amounts levied against all real, public utility and tangible (used in business)
property located in the District. Real property taxes and public utility taxes are levied after 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 2000 taxes were
collected was $ 616,926,866. Agricultural/residential and other real estate represented 83.6%

($ 515,339,470) of this total; public utility tangible property 5.3% ($ 32,838,830) and general tangible
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PAINESVILLE TOWNSHIP LOCAL SCHOOL DISTRICT
LAKE COUNTY
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

PROPERTY TAXES (CONTINUED)

property 11.1% ($ 68,748,566). The general tax rate for operations for the fiscal year ended June 30,
2000 was $ 49.37 per $ 1,000 of assessed valuation.

Real property taxes are payable annually or semi-annually. If paid annually, payment is due
January 20; if paid semi-annually, 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 to all taxing Districts with periodic
settlements of real and public utility property taxes in February and August and tangible personal
property taxes in June and October. The District records billed but uncollected 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 utility taxes, which became measurable as of June 30, 2000. 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, therefore, offset
by a credit to deferred revenue for that portion not intended 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, 2000 was $ 1,224,213 in the General Fund, $ 65,404 in the Debt
Service Fund and $ 84,082 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,
1990, 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 for 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, health 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 settlements
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 proportionate share of that tax
settlement. 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.

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 outstanding received by the
Financing District within 60 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.”
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FIXED ASSETS
A summary of changes in the General Fixed Assets Account Group is as follows:
Balance Balance
July 1, June 30,
1999 Additions Disposals 2000 .
Land and improvements $ 528,701 $ - $ - $ 528,701
Building and improvements 13,067,178 -- -- 13,067,178
Furniture and equipment 3,988,257 220,217 54,669 4,153,805
Vehicles 2,896,892 78,250 202,352 2,772,790
Equipment under capital lease 99,611 -- -- 99,611
Net fixed assets $20,580,639 $§ 298467 $257,021 $20,622,085

A summary of Enterprise Fund fixed assets at June 30, 2000 follows:

Balance Balance
July 1, 1999 Additions Disposals June 30, 2000
Equipment $ 192,593 $ - $ - $ 192,593
Accumulated depreciation (132,602) (4,642) - (137,244)
Net fixed assets $ 59,991 § (4642) $ -- $ 55,349

Depreciation expense for 2000 was $ 4,642 in the Enterprise Fund.

COMPENSATED ABSENCES

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

Vacation Certificated Administrators Non-Certificated

How earned Not eligible Per contract 1-9 days for each month worked for
less than 1 year of service 10-25
days depending on length of service
after 1 year of service

Maximum Accumulation Not applicable 60 days 10 days
Vested Not applicable As earned As earned
Termination Not applicable Paid upon termination Paid upon termination
Entitlement
Sick Leave
How earned 1-1/4 days per month of 1-1/4 days per month of 1-1/4 days per month of employment
employment (15 days per employment (15 days per (15 days per year)
year) year)
Maximum Accumulation 240 days 240 days 215 days
Vested As earned As earned As earned
Termination 1/4 of accumulated sick 1/4 of accumulated sick 1/4 of accumulated sick leave up to
Entitlement leave up to 45.00 days leave up to 48.75 days 45.00 days

According to GASB Statement No. 16, accumulated vacation and sick leave of Government Fund type
employees meeting the eligibility requirements have been recorded in the appropriate Governmental
Funds as a current 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 General Long-Term Debt Account Group.
Vacation and sick leave for employees paid from the Proprietary Fund is recorded as an expense when
earned or accrued. The District calculates sick leave using the vesting method based on accumulated
benefits.
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CHANGES IN GENERAL LONG-TERM DEBT ACCOUNT GROUP

During the year ended June 30, 2000, the following changes occurred 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 Increase Balance at
June 30, 1999 (Decrease) June 30, 2000
General obligation bonds $ 10,145,000 $(495,000) $ 9,650,000
Compensated absences 1,612,156 149,693 1,761,849
Pension benefit obligation 296,745 150,055 446,800
Capital lease obligations 58,482 (20,219) 38,263
Total $12,112,383 §$(215.471) $ 11,896,912

LONG-TERM DEBT

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 liabilities are recorded as expenditures in the debt service fund. The source of
payment is derived from a current 1.25 mill bonded-debt tax levy, and from savings resulting from
energy conservation measures in accordance with Ohio House Bill 264.

The following is a schedule of bonds outstanding at June 30, 2000 for the District:

House Bill 264
Energy Permanent
Conservation Improvement
Bonds Bonds Total

Interest rate 3.15-6.00% 5.30-6.20%
Issue date 09/01/92 06/01/93
Maturity date 06/01/02 12/01/15
Amount outstanding beginning of year 420,000 $ 9,725,000 $ 10,145,000
Principal redemptions during year (140,000) (0355,000) (495,000)
Amount outstanding end of year $ 280,000 $ 9,370,000 $ 9,650,000

B. Future Debt Requirements - The District's future annual debt service requirements is as follows:

Year Ending June 30 Principal Interest Total

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
2006 495,000 395,576 890,576
2007 525,000 366,388 891,888
2008 550,000 336,654 886,654
2009 585,000 304,732 889,732
2010 615,000 270,982 885,982
2011 650,000 235,323 885,323
2012 685,000 197,609 882,609
2013 725,000 157,776 882,776
2014 765,000 115,684 880,684
2015 810,000 71,190 881,190
2016 855,000 24,154 879,154
Totals $ 9,650,000 $ 4,863,802 $14,513,802
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TAX ANTICIPATION NOTES

During 1996, 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, 2000 was $ 900,000.

CAPITAL LEASE OBLIGATIONS

The District has entered into several capital leases for the acquisition of equipment. The terms 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 payments required under the capital leases and
the present value of the minimum lease payments as of June 30, 2000:

Year Ending June 30,

2001 $ 24,119
2002 16,987
Total payments 41,106
Less: Amount representing interest 2,843
Present value of minimum lease payments $ 38,263

Balance Balance

June 30, June 30,

1999 Additions Deletions 2000
Leasing obligations $ 58,482 $ - $ 20,219 $ 38,263

SEGMENT INFORMATION FOR ENTERPRISE FUNDS

The District maintains three enterprise funds to account for food service operations, the latchkey
program and an adult education program. The more significant financial information for those funds is

as follows:
Food Adult
Service Latchkey Education Total
Operating revenues $ 829,196 $ 207,370 $ 9,794 $ 1,046,360
Operating expenses before depreciation $ 1,125,766 $ 205,230 $ 6,659 $ 1,337,655
Depreciation $ 4,642 $ --- $ --- $ 4,642
Operating income (loss) $ (301,212) $ 2,140 $ 3,135 $ (295,937)
Unrestricted grants $ 226,244 $ - $ --- $ 226,244
Transfer in $ 92,211 $ 2,654 $ --- $ 94,865
Net income $ 17,243 $ 4,794 $ 3,135 $ 25,172
Net working capital $  (16,591) $ 35727 $ 3,135 $ 22,271
Total assets $ 92,207 $ 44,802 $ 3,135 $ 140,144
Total liabilities $ 53,449 $ 9,075 $ --- $ 62,524
Total retained earnings $ 38,758 $ 35727 $ 3,135 $ 77,620

DEFINED BENEFIT PENSION PLANS

School Employees Retirement System - The District contributes to the School Employees Retirement System
of Ohio (SERS), a cost sharing, multiple employer public employee retirement system administered by the
School Employees Retirement Board. SERS provides basic retirement benefits, disability, survivor and health
care benefits based on eligible service credit to members and beneficiaries. Chapter 3309 of the Ohio
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DEFINED BENEFIT PENSION PLANS (CONTINUED)

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, Ohio 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, 2000, 1999 and 1998 were $ 583,547,
$ 549,808 and $ 524,163, respectively, equal to the required contributions for each year.

State Teachers Retirement System - The District contributes to the State Teachers Retirement System
of Ohio (STRS), a cost sharing, multiple employer public employee retirement system administered by
the State Teachers Retirement Board. STRS provides basic retirement benefits, disability, survivor and
health care benefits based on eligible service credit to members and beneficiaries. Benefits are
established by Chapter 3307 of the Ohio Revised Code, STRS issues a publicly available financial
report that includes financial statements and required supplementary information for STRS. The report
may be obtained by writing to the State Teachers Retirement System, 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 to contribute 14 percent. Contribution rates are established by STRS, upon recommendation
of its consulting actuary, not to exceed statutory maximum rates of 10 percent for members and 14
percent for employers. The District's required contributions for pension obligation to STRS for the fiscal
years ended June 30, 2000, 1999 and 1998 were $ 1,658,941, $ 1,583,334 and $ 1,531,062,
respectively; equal to the required contributions for each year.

POST EMPLOYMENT BENEFITS

The District provides comprehensive health care benefits to retired teachers and their dependents
through the State Teachers Retirement System (STRS), and to retired non-certificated 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.

All STRS benefit recipients and sponsored dependents are eligible for health care coverage. The
STRS Board has statutory authority over how much, if any, of the health care costs will be absorbed by
STRS. Most benefit recipients pay a portion of the health care cost in the form of a monthly premium.
By law, the cost of coverage paid from STRS funds is included in the employer contribution rate,
currently 14 percent of covered payroll. For the fiscal year ended June 30, 2000, the STRS Board
allocated employer contributions equal to 8 percent of the covered payroll to the Health Care Reserve
Fund. For the District, this amount equaled $947,966 for fiscal year 2000.

STRS pays health care benefits from the Health Care Reserve Fund. At June 30, 1999, (the latest
information available) the balance in the Fund was $ 2,783 million. For the year ended June 30, 1999,
net health care costs paid by STRS were $ 249,929,000 and STRS had 95,796 eligible benefit
recipients.
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POST EMPLOYMENT BENEFITS (CONTINUED)

For SERS, 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, employer
contributions to fund health care benefits were 8.5 percent of covered payroll, an increase from 6.3
percent for fiscal year 1999. 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 was established at $ 12,400. For the District, the
amount contributed to fund health care benefits, including the surcharge, during the 2000 fiscal year
equaled $436,239.

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 the annual health care expenses. Expenses for health care for the fiscal year
ended June 30, 1999 (the latest information available), were $ 126,380,984 and the target level was
$ 189.6 million. At June 30, 1999, SERS had net assets available for payment of health care benefits
of $188.0 million. SERS has approximately 51,000 participants currently receiving health care benefits.

STATUTORY RESERVES

The District is required by state law to set aside certain general fund revenue amounts, as defined, into
various reserves. During the fiscal year ended June 30, 2000, the reserve activities were as follows:

Capital Budget
Textbook Maintenance Stabilization
Reserve Reserve Reserve Total
Balance July 1, 1999 $ $ $ 319,849 $ 319,849
Required set-asides 542,731 542,731 180,910 1,266,372
Offset credits (119,849) (119,849)
Qualifying expenditures (720,108) (1,328,988) - (2,049,096)
Total $ (177,377) $ (786,257) $ 380,910 $ (582,724)
Reserve balance, June 30, 2000 $ - $ - $ 380,910 $ 380,910
Designation Balance, June 30, 2000 - - 138,939 138,939
Restricted Cash $ - $ - $ 519,849 $ 519,849

Although the District had qualifying expenditures during the year that reduced the set-aside amounts to
below zero, only the excess expenditures for the textbook reserve can be carried forward to the next
fiscal year.

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 the system. Declared
unconstitutional was the State’s “school foundation program”, which provides significant amounts of
monetary support to the School District. During the fiscal year ended June 30, 2000, the School
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STATE SCHOOL FUNDING DECISION (CONTINUED)
District received $ 5,024,863 of school foundation support for its general fund.

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 reviewed the new laws and, in a decision issued on February 26, 1999,
determined they are not sufficiently responsive to the 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 areas 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

Grants - The District receives financial assistance from numerous federal, state and local 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 are 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 effect on any of the financial statements of the individual fund types
included herein or on the overall financial position of the District at June 30, 2000.

Litigation - The District was named as defendant in several court actions during the period ended
June 30, 2000. 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.

Property Tax Refunds - On November 6, 1998, 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 electric 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 governed organization among two county
consortium of Ohio school districts. The jointly governed organization was formed for the purpose of
applying modern technology with the aid of computers and other electronic equipment to administrative
and instructional functions among member districts. Each of the governments of these schools
supports LGCA based on a per pupil charge. The District contributed $ 87,727 to LGCA during fiscal
year 2000. 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 Association (Council) is a jointly governed organization among eighty-two
school districts. The jointly governed organization was formed to bring quality products and services at
the lowest possible cost to the member districts. The Council's Board consists of seven
superintendents of the participating districts 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 2000, the
District paid $ 750 to the Council. Financial information can be obtained by contacting Al Vasek, the
Executive Secretary of the Ohio Schools Council at 155 Center Road, Bedford, OH 44146.

The District participates in the Council's electric purchase program, which was implemented during
fiscal year 1998. This program allows school districts to purchase electricity at reduced rates if the
school districts will commit to participating for an eight-year period. 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 electricity from Cleveland Electric llluminating
(CEI) 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 CEIl and CEI will refund the remaining prepayment related to that participant to Energy Acquisition
Corporation.

CLAIMS SERVICING POOL

Lake County Council of Governments Health Care Benefits Program (HCBP) Self 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 to 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 to torts; theft of, damage to and destruction of
assets; errors and omissions; injuries to employees and natural disasters. During fiscal year 2000, the
District contracted with Nationwide Wausau Insurance Company for property and general liability
insurance. There is a $ 500 deductible with a 90% co-insurance limit of $ 59,510,000.

Commercial umbrella liability is protected by Nationwide Wausau Insurance Company with a
$ 3,000,000 single and aggregate occurrence limit with a $ 10,000 deductible. Vehicles are also
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RISK MANAGEMENT (CONTINUED)

covered by Nationwide Wausau Insurance Company and have a $ 250 deductible for comprehensive
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.

The District has elected to provide medical coverage through a self-insured program. The District uses
the general fund to 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 liability of $ 208,806 reported in the general fund at June 30, 2000 is
based on the requirements of Governmental Accounting Standards Board Statement No. 10, which
requires that a liability for unpaid claim costs, including estimates of costs relating to incurred but not
reported claims, be reported. The estimate was not affected by incremental claim adjustment

expenses and does not include other allocated or unallocated claim adjustment expenses. Changes in
the fund’s claims liability amount was:

Balance at Balance at
Beginning Current Claim End
of Year Year Claims Payments of Year
2000 $ 188,500 $2,174,236 $2,153,930 $ 208,806
1999 $ 175,719 $1,983,907 $1,971,126 $ 188,500

OSBA GROUP RATING PROGRAM

The District participates in the Ohio School Boards Association Workers' Compensation Group Rating
Program (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 Immediate
Past President of the Ohio 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
enrollment 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 to all school districts in the GRP. Each participant 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 participant will then either receive money from or be required to contribute
to the "Equity Pooling Fund". This "equity pooling" arrangement insures that each participant shares
equally in the overall performance of the GRP. Participation in the GRP is limited to school districts
that can meet the GRP's selection criteria. The firm of Gates McDonald & Co. provides administrative,
cost control and actuarial services to the GRP.
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Report on Compliance and on internal Control over Financial Reporting
Bazad on an Audit of Financial Ststements Perdformed in Accordance with

Governmeni Auditing Standards

Board of Education
Painesvilla Township Latal Sehool Distnd = Lake County
Painasville Township, Ohio

e hava avdited the financial stetements of Painesyille Township Local Schonl Distrct (the *District™) as
of and far the vear ended June 30, 2000, and have sued cur report thereon dated December 5, 2000, We
conductsd aur sudit in accordance with generally accepled auditing standards and the standards applicable
b fimancial audits contained in Gowerrrmen! Sudiivg Standends, (ssued by the Complraller Genasal of the

Lirdlad Siates
Compliance

As parl of obiaining reescnable assuranca aboul whalher ihe District's financial statements are free of
material missiatement, we performed tests of its compliance with certain provisions of laws, rogulalions,
confracts @nd grants, Aoncompliancs with which could have a direc! and matenal eflect on the gelermination
al financis! siatermant amounts. However, providing an opiniten on compollanca with (oSEe provisions was
nat an abjective of our audit and ai:n:nrl'jir.gll, wia do mol exoress such an opemon The results of owr tesls
tisclosed no instances of noncompliance thal ame equired to be epored under Goverrmenl Auditing
Standards

internal Confral Over Financial Reporiing

In planning and performing our audit, we considerad the District's Intermal controd cver financial reporting in
order to determéne our audiing procedures for the purpose of expressing our opinion on the finencial
stalements and naot o provide assurance on the internal control over inancial reporbng. Qur consderation
of the intermal contiod oves finandal reparting would not necessanly disclose all mattes in the Internal contnol
over financhal reporting that might be material weaknesses. A maleial weakness |s a conditien in which the
design of eperation of one or more of the internal control components does not reduce to & retativaly ow
v the riak that misstataments in amounts thal would be maledal in retation to the financial slatements
being audited may occur and nol b deledad within & timely pariod by employees in tha nommal course of
performing their assigned funciions. We noted no matters involving the inlemal control over Tinancial
repatfing and s oparalian thal we consider to be &8 matarial weakness

This report |8 intended sobely for the information and use of managament, faderal awanding agencies and
pass-through entities and is not intendad o be and showld not be used by anyone other than these spacified
parties

__'...-"EE -u.!q.-'-h-\:-f'f-ﬁ-r—-:-“"{-

Menltar Qhig
December 5, 2000




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

Board of Educalon
Painesville Township Local School District - Lake County
Painesville Township, Ohio

Compliance

W have audited the compliance of Painesville Township Local School District (the “Distict”) with the types
af compliance requirements described In the U.5. Ofice of Management and Budge! (OM8) Clrcular A-133
Compkance Supplemant that are applicabie to each of its major lederal programs for it yaar ended June 30
2000, The District's major fedara! programs are identified in the summary of auditon’ resulls seclion of (he
acoompanying schedule of findings and questioned costs. Compliance with the requirements of lmws
regulalions, contracts and giants applicable to each of its major lederal programs is The responsibilify of the
Diigdrict's managemenl. Our responsitility is to expreas an opinion on the District's compliance based on our

st

Wa eanducted our siedil of compliance in Acoordance wilh l._]'lEI'IE'F-E""' EGE-E'F“:E'U audifing standards; the
standards applicabie to financial audits contained in Govemmenf Audiing Standards, fssued by the
Comptrodler General of the United States: and OMB Ciroular A-133, Audits of Stales, Local Governments,
ard Non-Profit Organizations. Those standards and OMB Circuldar A-133 require thal we plan and perform
the @udit to obfsin reasonable assurance about whether noncompliance with the types of comphanca
requirements referred to above that could have a direct and materisl effect on a8 majos federal program
occurred  An audil includes sxamining, on a test bass, evidence about the Districl’s compiiance with those
requiremanta and parforming such ofher procedures as we considarned necessary in he circumstances. Yo
belisye that our sudit provides a reasonable basés for our opinion, QOur audit does not provide a legal
determination on the District's compiance with those requirsmaents

In our opinion. Painesville Township Local School Destrict complied, in all material respects, with the

requiremants referred to above that are applicable to each of its major federal programs lor the year ended
June 30, 2000

Internal Control Over Complance

The management of the District s responsible for establishing and maintaining effective internal control over
compiance with requirements of laws, regulations, contracts and grants applicable 1o federal programs. In
planning and performing our aedil, wi considered the District’s intermal control over compliance with
requiremonts that could have a direct and material effect on a major lederal program in arder to determine
our auditing procedures for the purpose of expressing our opinion on compliance and to test and report on
imernal contral over complianes in sccordance with OMB Clroular A-133




Hodrd o Educabon
Painssyille Township Lo School Districd — Lake County

Fage 2

O eonssderalion of the internal contral over compliance would nol necossanly disclose a | matiers in the
intesnal control that might be material weaknesses. A material woakness s & condifion in which the design
o aperation of ona or more of the intemal control companents does not reduce to @ relatively low level the
risk that noncompliance with applicable requitements of faws, regulstions. contracts and grants that wioulkd
b= materiad in relation to 8 maiar federal program Being awdited may oocll and nod b fdeleciad wilhin &
timely panod by employees in tha normal course of parforming their assigned functions Wa notad no
malters involving the intermal control over compliance and its operation that we consider (0 be matenal

wEaknesses

This repodd 15 intended sclaly Tor the informalion and use of managament, federal awarding agencies and
pass-through entities and is not intended and should not be wsed by anyone other than thesa spacifiid

parties

Wentor, Ohio
Decamber 5, 2000




PAINESVILLE TOWNSHIP LOCAL SCHOOL DISTRICT — LAKE COUNTY
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED JUNE 30, 2000

Section | — Summary of Auditors’ Results
Financial Statements
Type of auditors’ report issued: Unqualified
Internal control over financial reporting:

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

Noncompliance material to financial statements noted? No

Federal Awards
Internal control over major programs:

» Material weaknesses identified? No
» 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 Circular A-1337? No

Identification of major program:

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

Section Il - Financial Statement Findings

None

Section Il - Federal Award Findings and Questioned Costs

None
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PAINESVILLE 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 Local School District 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 Governments and Non-Profit Organizations. Therefore, some amounts presented
in this schedule may differ from 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 School 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 local food suppliers.
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PAINESVILLE TOWNSHIP LOCAL SCHOOL DISTRICT — LAKE COUNTY
SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
FOR THE YEAR ENDED JUNE 30, 2000

None
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88 East Broad Street
STATE OF OHIO P.O. Box 1140

OFFICE OF THE AUDITOR Columbus, Ohio 43216-1140

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

Facsimile  614-466-4490

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.

desan Toubbitt

CLERK OF THE BUREAU

CERTIFIED
JANUARY 30, 2001
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