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GARY B. FINK & ASSOCIATES, INC.

CERTIFIED PUBLIC ACCOUNTANTS
121 College Street

Wadsworth, Ohio 44281

330/336-1706 Fax 330/334-5118

INDEPENDENT AUDITOR'S REPORT

Board of Education

Waterloo Local School District
1464 Industry Road

Atwater, Ohio 44201

We have audited the accompanying general purpose financial statements of the Waterloo Local School
District, as of and for the year ended June 30, 2000, as listed in the table of contents. These general purpose
financial statements are the responsibility of the District's management. Our responsibility is to express an
opinion on these general purpose financial statements based on our audit.

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

In our opinion, the general purpose financial statements referred to above present fairly, in all material
respects, the financial position of the Waterloo Local School District, as of June 30, 2000 and the results of
its operations and the cash flows of its proprietary fund type for the year then ended in conformity with
generally accepted accounting principles.

In accordance with Government Auditing Standards, we have also issued our report dated February 13, 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.



INDEPENDENT AUDITOR'S REPORT (continued)

Our audit was performed for the purpose of forming an opinion on the general purpose 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
general purpose financial statements. Such information has been subjected to the auditing procedures applied
in the audit of the general purpose financial statements and, in our opinion, is fairly stated, in all material
respects, in relation to the general purpose financial statements taken as a whole.

B\l

GARY B. FINK & ASSOCIATES, INC.
February 13, 2001 Certified Public Accountants



GENERAL PURPOSE FINANCIAL STATEMENTS



ASSETS AND OTHER DEBITS

ASSETS:
Equity in pooled cash and
cash equivaents
Cash with fiscal agent
Receivables (net of allowances
of uncollectibles):
Property taxes - current and delinquent
Accounts
Accrued interest.
Interfund loan receivable
Due from other governments
Materials and supplies inventory
Restricted assets:
Equity in pooled cash and
cash equivalents
Property, plant and equipment (net
of accumulated depreciation where
applicable)

OTHER DEBITS:

Amount available in debt service fund. . .

Amount to be provided for retirement of
genera long-term obligations

Total assets and other debits

WATERLOO LOCAL SCHOOL DISTRICT

PORTAGE COUNTY, OHIO

COMBINED BALANCE SHEET
ALL FUND TYPES AND ACCOUNT GROUPS

JUNE 30, 2000

Exhibit 1

Proprietary Fiduciary
Governmental Fund Types Fund Type Fund Type Account Groups

Generd Generd Total
Specid Debt Capital Fixed Long-Term (Memorandum

Generd Revenue Service Projects Enterprise Agency Assets Obligations Only)
$1,716,118 $176,241 $1,954 $251,793 $108,544 $25,116 $2,279,766
5,925 5,925
2,900,162 199,724 2,468 195,797 3,298,151
422 443 132 997
12,620 136 814 13,570
98,452 98,452
700 11,719 11,957 24,376
18,693 8,184 26,877
150,724 150,724
29,657 $7,950,405 7,980,062
$1,954 1,954
862,250 862,250
$4,897,891 $388,263 $10,347 $447,722 $159,156 $25,116 $7,950,405 $864,204 $14,743,104

THENOTESTO THE GENERAL PURPOSE FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THISSTATEMENT

--Continued



LIABILITIES, EQUITY
AND OTHER CREDITS

LIABILITIES:
Accounts payable
Accrued wages and benefits
Compensated absences payable
Pension obligation payable
Due to other governments
Matured interest payable
Deferred revenue
Due to students
Interfund loan payable
Energy conservation bonds payable
Obligation under capital |ease

Total liabilities

EQUITY AND OTHER CREDITS:
Investment in general fixed assets
Contributed capital
Retained earnings: unreserved
Fund balances:

Reserved for encumbrances
Reserved for supplies inventory
Reserved for debt service

Reserved for tax revenue unavailable

for appropriation
Reserved for budget stabilization
Unreserved-undesignated (deficit)

Total equity and other credits

Total liabilities, equity and other credits

Exhibit 1

(Continued)
WATERLOO LOCAL SCHOOL DISTRICT
PORTAGE COUNTY, OHIO
COMBINED BALANCE SHEET
ALL FUND TYPES AND ACCOUNT GROUPS (CONTINUED)
JUNE 30, 2000
Proprietary Fiduciary
Governmental Fund Types Fund Type Fund Type Account Groups

General Generd Total
Specid Debt Capital Fixed Long-Term  (Memorandum

Genera Revenue Service Projects Enterprise Agency Assets Obligations Only)
$43,125 $3,370 $186 $403 $47,084
668,936 44,657 19,477 733,070
58,274 18,066 $662,024 738,364
110,178 5,238 8,250 68,959 192,625
43,007 184 43,191
$5,925 5,925
2,777,527 190,550 2,468 188,060 6,324 3,164,929
$25,116 25,116
73,916 24,536 98,452
92,803 92,803
40,418 40,418
3,701,047 317,915 8,393 212,782 52,520 25,116 864,204 5,181,977
$7,950,405 7,950,405
15,962 15,962
90,674 90,674
308,297 97,609 220,370 626,276
18,693 18,693
1,954 1,954
122,635 9,174 7,737 139,546
150,724 150,724
596,495 (36,435) 6,833 566,893
1,196,844 70,348 1,954 234,940 106,636 7,950,405 9,561,127
$4.897,891 $388,263 $10,347 $447.722 $159.156 $25.116  $7.950.405 $864.204 $14,743.104

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



Revenues:
From local sources:
Taxes
Earnings on investments
Extracurricular
Other local revenues
Intergovernmental - State
Intergovernmental - Federal

Tota revenue

Expenditures:
Current:
Instruction:
Regular
Specid
Vocational
Support services:
Pupil
Instructional staff
Board of Education
Administration
Fisca
Business

Operations and maintenance

Pupil transportation
Central
Community services
Extracurricular activities
Capital Outlay

Intergovernmental pass-through

Debt service:

WATERLOO LOCAL SCHOOL DISTRICT

PORTAGE COUNTY, OHIO

COMBINED STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCES
ALL GOVERNMENTAL FUND TYPES
FOR THE YEAR ENDED JUNE 30, 2000

Governmental Fund Types

Exhibi

t2

Principal retirement
Interest and fiscal charges

Total expenditures

Excess (deficiency) of revenues

over (under) expenditures

Other financing sources (uses):

Operating transfers in
Operating transfers out

Proceeds from sde of assets
Total other financing sources (uses)
Excess (deficiency) of revenues and
other financing sources over (under)

expenditures and other financing (uses)

Fund balances, July 1
Increase in reserve for inventory

Fund balances, June 30

Tota
Specia Debt Capital (Memorandum

Generd Revenue Service Projects Only)
$2,630,614 $171,126 $21,114 $160,099 $2,982,953
134,141 1,194 135,335
175,884 175,884
44,915 18,602 2,086 65,603
4,547,349 132,322 29,572 4,709,243
311,274 311,274
7,357,019 810,402 21,114 191,757 8,380,292
3,453,937 232,614 36,395 3,722,946
561,074 200,339 761,413
102,741 102,741
341,109 46,660 387,769
330,896 17,486 348,382
16,247 16,247
631,105 71,766 400 703,271
218,566 2,959 2,809 224,334
41,959 41,959
726,718 1,469 728,187
825,229 9,575 834,804
17,061 4,995 22,056
13,493 13,493
121,380 139,852 1,836 263,068
1,210 231,711 232,921
91,866 91,866
13,323 15,925 29,248
3,333 5,180 8,513
7,405,888 823,499 21,105 282,726 8,533,218
(48,869) (13,097) 9 (90,969) (152,926)
18,399 2,590 20,989
(20,989) (20,989)
1,680 1,680
(19,309) 18,399 2,590 1,680
(68,178) 5,302 9 (88,379) (151,246)
1,256,387 65,046 1,945 323,319 1,646,697
8,635 8,635
$1,196,844 $70,348 $1,954 $234,940 $1,504,086

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



Revenues:
From local sources:
Taxes
Earnings on investments
Extracurricular
Other local revenues
Intergovernmental - State
Intergovernmental - Federal
Total revenues

Expenditures:
Current:
Instruction:
Regular
Special
Vocational
Support services:
Pupil
Instructional staff
Board of Education
Administration
Fiscal
Business
Operations and maintenance
Pupil transportation
Central
Community services
Extracurricular activities
Capital Outlay
Pass-through intergovernmental
Debt service:
Principal retirement
Interest and fiscal charges
Total expenditures

Excess (deficiency) of revenues
over (under) expenditures

Other financing sources (uses):
Refund of prior year's expenditures
Refund of prior year's (receipts)
Operating transfersin
Operating transfers (out)
Advancesin
Advances (out)

Proceeds of sale of fixed assets
Total other financing sources (uses)

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

expenditures and other financing (uses)

Fund balances, July 1

Prior year encumbrances appropriated

Fund balances, June 30

WATERLOO LOCAL SCHOOL DISTRICT

PORTAGE COUNTY, OHIO

COMBINED STATEMENT OF REVENUES, EXPENDITURES

AND CHANGES IN FUND BALANCES

BUDGET AND ACTUAL COMPARISON (NON-GAAP BUDGETARY BASIS)
ALL GOVERNMENTAL FUND TYPES

FOR THE YEAR ENDED JUNE 30, 2000

Exhibit 3

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

Variance: Variance: Variance: Variance: Variance:

Revised Favorable Revised Favorable Budget Favorable Budget Favorable Budget Favorable
Budget Actual (Unfavorable)  Budget Actual (Unfavorable) Revised Actual (Unfavorable) Revised Actual (Unfavorable) Revised Actual (Unfavorable)
$2,830,787  $2,830,787 $0 $187,270 $187,270 $0 $21,114 $21,114 $0 $172,679 $172,679 $0  $3,211,850 $3,211,850 $0
130,811 130,811 0 1,156 1,156 0 131,967 131,967 0
175,585 175,585 0 175,585 175,585 0
45,016 45,016 0 18,602 18,602 0 2,295 2,295 0 65,913 65,913 0
4,549,499 4,549,499 0 132,323 132,323 0 29,572 29,572 0 4,711,394 4,711,394 0
341,086 341,086 0 341,086 341,086 0
7,556,113 7,556,113 0 856,022 856,022 0 21,114 21,114 0 204,546 204,546 0 8,637,795 8,637,795 0
3,497,764 3,497,764 0 240,975 240,975 0 43,576 43,576 0 3,782,315 3,782,315 0
643,860 643,860 0 195,852 195,852 0 839,712 839,712 0
102,459 102,459 0 102,459 102,459 0
333,483 333,483 0 49,232 49,232 0 382,715 382,715 0
366,066 366,066 0 17,503 17,503 0 383,569 383,569 0
16,445 16,445 0 16,445 16,445 0
648,332 648,332 0 72,604 72,604 0 401 401 0 721,337 721,337 0
218,857 218,857 0 2,959 2,959 0 2,809 2,809 0 224,625 224,625 0
59,243 59,243 0 59,243 59,243 0
786,568 786,568 0 1,470 1,470 0 788,038 788,038 0
872,278 872,278 0 9,575 9,575 0 881,853 881,853 0
17,388 17,388 0 5,000 5,000 0 22,388 22,388 0
7,248 7,248 0 7,248 7,248 0
120,416 120,416 0 151,828 151,828 0 1,837 1,837 0 274,081 274,081 0
4,089 4,089 0 459,677 459,677 0 463,766 463,766 0
191,685 191,685 0 191,685 191,685 0
15,925 15,925 0 15,925 15,925 0
5,180 5,180 0 5,180 5,180 0
7,687,248 7,687,248 0 936,356 936,356 0 21,105 21,105 0 517,875 517,875 0 9,162,584 9,162,584 0
(131,135) (131,135) 0 (80,334) (80,334) 0 9 9 0 (313,329) (313,329) 0 (524,789) (524,789) 0
11,806 11,806 0 11,806 11,806 0
(712) (712) 0 (712) (712) 0
24,491 24,491 0 2,590 2,590 0 27,081 27,081 0
(22,962) (22,962) 0 (6,092) (6,092) 0 (29,054) (29,054) 0
70,441 70,441 0 73,916 73,916 0 24,536 24,536 0 168,893 168,893 0
(98,451) (98,451) 0 (43,126) (43,126) 0 (27,315) (27,315) 0 (168,892) (168,892) 0
1,680 1,680 0 1,680 1,680 0
(37,486) (37,486) 0 48477 48477 0 (189) (189) 0 10,802 10,802 0
(168,621) (168,621) 0 (31,857) (31,857) 0 9 9 0 (313,518) (313,518) 0 (513,987) (513,987) 0
1,295,339 1,295,339 0 66,574 66,574 0 1,945 1,945 0 73,649 73,649 0 1,437,507 1,437,507 0
361,116 361,116 0 40,639 40,639 0 271,107 271,107 0 672,862 672,862 0
$1.487.834 _$1487.834 $0 $75.356 $75.356 $0_ $1.954 $1.954 $0_ $31.238 $31.238 $0 __$1596.382 $1.596.382 $0

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



Exhibit 4
WATERLOO LOCAL SCHOOL DISTRICT
PORTAGE COUNTY, OHIO
STATEMENT OF REVENUES, EXPENSES,
AND CHANGES IN RETAINED EARNINGS/FUND EQUITY
PROPRIETARY FUND TYPE
FOR THE YEAR ENDED JUNE 30, 2000

Proprietary
Fund Type
Enterprise
Operating revenues:
Sales/charges for services $182,392
Total operating revenues 182,392
Operating expenses:
Personal services 149,215
Contract services 5,816
Materials and supplies 111,852
Depreciation 2,851
Total operating expenses 269,734
Operating (l0ss) (87,342
Nonoperating revenues:
Operating grants 74,197
Investment earnings 6,463
Federal commodities 25,114
Total nonoperating revenues 105,774
Net income 18,432
Retained earnings at July 1 72,242
Retained earnings at June 30 90,674
Contributed capital at July 1 15,962
Contributed capital during the year 0
Contributed capital at June 30 15,962
Total fund equity $106,636

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



WATERLOO LOCAL SCHOOL DISTRICT
PORTAGE COUNTY, CHIO
STATEMENT OF CASH FLOWS
PROPRIETARY FUND TYPE
FOR THE YEAR ENDED JUNE 30, 2000

Cash flows from operating activities.
Cash received from sdes/sarvice charges
Cash payments for persond services
Cash payments for contract services
Cash payments for supplies and materids

Net cash (used in)
operating activities

Cash flows from noncapita financing activities:
Cash received from operdting grants

Net cash provided by noncapita
financing activities

Cash flows from investing activities:
Interest received

Net cash provided by investing activities

Net increasein
cash and cash equivdents

Cash and cash equivdents at beginning of year
Cash and cash equivaents at end of year

Reconciliation of operating (loss) to
net cash (used in) operating activities:
Operating (loss)
Adjustments to reconcile operating (10ss)
to net cash (used in) operating activities:
Depreciation
Federa donated commodities
Changesin assets and liabilities:
Increese in materids and suppliesinventory
Increase in accounts payable
Incresse in accrued wages and benefits
Decrease in compensated absences payable
Increase in pension obligation payable

Totd adjustments

Net cash (used in) operating activities

Proprietary

Fund Type

Enterprise
$182,392
(147,241)

(5413)
(87,587)

57,849
73,768
73,768

6,040

6,040

21,959

86,585
$108,544

($87,342)

2,851
25114

(690)
194
2112
(291)
203

29,493

($57,849)

Exhibit 5

THE NOTESTO THE GENERAL PURPOSE FINANCIAL STATEMENTSARE AN INTEGRAL PART OF THISSTATEMENT



WATERLOO LOCAL SCHOOL DISTRICT
PORTAGE COUNTY, OHIO

NOTES TO GENERAL PURPOSE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2000

NOTE 1- DESCRIPTION OF THE SCHOOL DISTRICT

TheWaterloo Loca School Didtrict (the“Digtrict”) isabody politic and corporate established for the purpose
of exercising therights and privileges conveyed to it by the constitution and laws of the State of Ohio. The
Digtrictisalocal district asdefined by Section 3311.03 of the Ohio Revised Code. The Didtrict operates under
an elected Board of Education and is responsible for providing public education to residents of the District.

TheDistrict ranksasthe 394" largest by total enrollment among the 660 public and community school districts
inthe State. Student enrollment as of June 30, 2000 was 1,394. The District employed 97 certified employees
and 59 non-certified employees.

Management believesthefinancia statementsincluded in thisreport represent dl of thefunds of the Didtrict over
which the District has the ability to exercise direct operating control.

NOTE 2- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The generd purposefinancia statements (GPFS) of the Digtrict have been prepared in conformity with generdly
accepted accounting principles (GAAP) as applied to governmental units. The Governmental Accounting
Standards Board (GA SB) isthe accepted standard-setting body for establishing governmenta accounting and
financid reporting principles. TheDidrict aso gpplies Financid Accounting Standards Board (FASB) Statements
and Interpretationsissued on or before November 30, 1989, to its proprietary activities provided they do not
conflict with or contradict GASB pronouncements. The District'ssignificant accounting policiesare described
below.

A. Reporting Entity
The District's reporting entity has been defined in accordance with GASB Statement No. 14, “The

Financial Reporting Entity.” When applying GASB Statement No. 14, management has considered
all potential component units.

The definition of the reporting entity isbased primarily on the notion of financia accountability. Financid
accountability isdefined asthe appointment of avoting mgority of the component unit'sboard and either
(1) the Didtrict's &bility to imposeitswill over the component unit or (2) the possihility thet the component
unit will provide afinancia benefit to or imposeafinancia burden on the Didtrict, On thisbagis, the
Didgtrict hasno component units. Thefollowing organizationsare described dueto their relationship with
the District:



WATERLOO LOCAL SCHOOL DISTRICT
PORTAGE COUNTY, OHIO

NOTES TO GENERAL PURPOSE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2000

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (Continued)
JOINTLY GOVERNED ORGANIZATION

Stark Portage Area Computer Consortium (SPARCC)

SPARCC isajoint ventureamong 31 school districts. Thejoint venture wasformed for the purpose of
applying modern technology with the aid of computers and other electronic equipment to the
administrative and instructional functionsamong member districts. Each of the governmentsof these
schools supports SPARCC based upon a per pupil charge dependent upon the software package
utilized. Intheevent of dissolution of the organization, al current memberswill sharein net obligations
or asst liquidationsin aratio proportionateto thelr last twelve monthsfinancia contribution. SPARCC
isgoverned by aBoard of Directorscons sting of superintendentsof the members school districts. The
degree of control exercised by any school district is limited to its representation on the Board. In
accordance with GASB Statement No. 14, the District does not have any equity interest in SPARCC,
asaresduad interest in the net resources of ajoint venture upon dissolution is not equivaent to an equity
interest. Financia information can be obtained from Clifford Pocock, Treasurer for the Stark County
Educational Service Center, who serves asfiscal agent, at 2100 39" Street NW, Canton, Ohio 44709-
2300.

PUBLIC ENTITY RISK POOL

Ohio School Boards Association Workers' Compensation Group Rating Plan

The Didlrict participatesin the Ohio School Boards Association Workers Compensation Group Rating
Program (GRP), an insurance purchasing pool. The GRP was established under Section 4123.29 of the
Ohio Revised Code. The GRP s business and affairs are conducted by a three-member Board of
Directors consisting of the President, the Pres dent-Elect and the Immediate Past President of the OSBA.
The Executive Director of the OSBA, or his designee, serves as coordinator of the program. Each year,
the participating school digtricts pay an enrollment feeto the GRPto cover the costs of administering the
program.

B. Fund Accounting

The Didtrict usesfundsand account groupsto report itsfinancial position and theresultsof itsoperations.
A fund isaseparate accounting entity with aself-balancing set of accounts. An account group, on the
other hand, isafinancial reporting device designed to provide accountability for certain assets and
liabilitiesthat are not recorded in the funds because they do not directly affect net expendable available
financia resources. Fund accounting is designed to demongtrate legal compliance and to aid financial
management by segregating transactionsrelated to certain school district activitiesor functions. Funds
areclassfiedintothree categories. governmentd, proprietary andfiduciary. Each category isdividedinto
separate fund types.



WATERLOO LOCAL SCHOOL DISTRICT
PORTAGE COUNTY, OHIO

NOTES TO GENERAL PURPOSE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2000

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

GOVERNMENTAL FUNDS

Governmenta funds are those through which most governmenta functions of the Digtrict are financed.
Theacquisition, useand ba ances of the Didtrict'sexpendablefinancia resourcesand therelated liabilities
(except those accounted for in proprietary funds) are accounted for through governmental funds. The

following are the District's governmental fund types:

General Fund - The genera fund isthe generd operating fund of the Didtrict and is used to account
for al financial resources except those required to be accounted for in another fund.

Special Revenue Funds - The special revenue funds are used to account for the proceeds of
specific revenue sources (other than magor capita projects) that arelegdly restricted to expenditures
for specified purposes.

Debt Service Fund - Thedebt servicefund isused to account for the accumul ation of resourcesfor,
and the payment of, general long-term debt principal, interest, and related costs.

Capital ProjectsFunds- Thecapital projectsfundsare used to account for financia resourcesto
be used for the acquisition of construction of mgjor capital facilities (other than those financed by
proprietary funds).

PROPRIETARY FUNDS

Proprietary funds are used to account for the Ditrict's ongoing activitieswhich are smilar to those often
found in the private sector wherethe determination of net incomeis necessary or useful to sound financid
administration. The following isthe District's proprietary fund type:

Enterprise Fund - The enterprisefund isused to account for operations (a) that are financed and
operated in amanner Smilar to private business enterprises--where the intent of the governing body
isthat the costs (expenses, including depreciation) of providing goods or servicesto the genera
publicon acontinuing basis befinanced or recovered primarily through user charges; or (b) where
thegoverning body has decided that periodic determination of revenues earned, expensesincurred,
and/or net incomeis appropriate for capital maintenance, public policy, management control,
accountability, or other purposes.




WATERLOO LOCAL SCHOOL DISTRICT
PORTAGE COUNTY, OHIO

NOTES TO GENERAL PURPOSE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2000

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

Fiduciary fundsare used to account for assetsheld by the District in atrustee capacity or asan agent for
individuas, private organizations, other governmenta unitsand/or other funds. Thisincludes an agency
fund. Agency fundsarecustodia in nature (assetsequd liabilities) and do not involve measurement of
results of operations. The agency fund is presented on abudget basis, with note disclosure, regarding
itemswhich, in other fund types, would be subject to accrual. See Note 3.B. for agency fund accruds
which, in another fund type, would be recognized in the combined balance sheet.

ACCOUNT GROUPS

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

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

General Long-Term Obligations Account Group - This group of accountsis established to
account for dl long-term obligations of the Didtrict, other than those accounted for in the proprietary
funds.

C. M easur ement Focus/Basis of Accounting

Theaccounting and financial reporting treatment applied to afund isdetermined by its measurement
focus. All governmenta funds are accounted for using acurrent financia resources measurement focus.
With thismeasurement focus, only current assetsand current liabilitiesgenerally areincluded onthe
balance sheet. Operating statements of these funds present increases (revenues and other financing
sources) and decreases (expenditures and other financing uses) in net current assets.

All proprietary funds are accounted for on aflow of economic resources measurement focus. With this
measurement focus, al assetsand dl liabilities associated with the operations of these fundsareincluded
on the baance sheet. The proprietary fund type operating statement presentsincreases (revenues) and
decreases (expenses) in net total assets.



WATERLOO LOCAL SCHOOL DISTRICT
PORTAGE COUNTY, OHIO

NOTES TO GENERAL PURPOSE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2000

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

The modified accrud bads of accounting isfollowed for governmenta funds and the agency fund. Under
themodified accrua basisof accounting, revenues are recognized when they become both measurable
and availableto finance expenditures of the current period, which for the District issixty days after the
June 30 year end. Revenuesaccrued at the end of the year include taxes, (to the extent they are intended
to finance the current fisca year), interest, extracurricular, grants and entitlements and accounts (student
feesand tuition). Property taxes measurable as of June 30, 2000 and delinquent property taxes, whose
availability isindeterminate and are intended to finance fiscal 2001 operations, have been recorded as
deferred revenues, except for that portion which isavailable from the County Auditor asan advance at
June30. Thisamount isrecognized asrevenue. In proprietary funds, unused donated commoditiesare
reported as deferred revenue.

The Didtrict reports deferred revenue on its combined balance sheet. Deferred revenues arise when a
potentia revenue does not meet both the " measurable” and "available” criteriafor recognitionin the
current period. 1n subsequent periods, when both revenue recognition criteria are met, or when the
government hasalegal claimto theresources, theliability for deferred revenue isremoved from the
combined balance sheet and revenue is recognized.

Expenditures (decreasesin net financia resources) arerecognizedintheperiodin whichthefund ligbility
isincurred with the following exception: generd long-term obligation principa and interest are reported
only when due; and costs of accumulated unpaid vacation and sick |eave are reported as expenditures
in the period in which they will be liquidated with available financia resourcesrather than in the period
earned by employees.

The proprietary funds are accounted for on the accrual basis of accounting. Under the accrual basis of
accounting, revenues are recorded when earned and expenses are recorded at thetimeliabilitiesare
incurred. Thefair value of donated commodities used during the year is reported in the operating
statement as an expense and alike amount is reported as donated commodities nonoperating revenue.

D. Budgets

TheDidtrict isrequired by state statute to adopt an annual appropriated cash basis budget for al funds.
The specific timetable for fiscal year 2000 is as follows:

1. Priorto January 15 of the preceding year, the Superintendent and Treasurer submit to the Board of
Education a proposed operating budget for the fiscal year commencing the following July 1. The
budget includes proposed expenditures and the means of financing for dl funds. Public hearingsare
publicized and conducted to obtain taxpayers comments. The expressed purpose of this budget
document isto reflect the need for existing (or increased) tax rates.
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NOTES TO GENERAL PURPOSE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2000

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

2.

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

Prior to April 1, the Board of Education accepts, by formal resolution, the tax rates as determined
by the County Budget Commission and receives the Commission's Certificate of Estimated
Resourceswhich gatesthe 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. Therevised budget then serves
asabasisfor the appropriation measure. On or about July 1, the Certificateis amended to include
any unencumbered balances from the preceding year as reported by the District Treasurer. The
Certificate may be further amended during the year if projected increases or decreasesin revenue
areidentified by the Didtrict Treasurer. The amounts reported in the budgetary statement reflect the
amounts set forth in the final Amended Certificate issued for fiscal year 2000.

By July 1, theannual Appropriation Resolutionislegaly enacted by the Board of Education at the
fund level of expenditures, whichisthelegal level of budgetary control for al funds. State statute
permits a temporary appropriation to be effective until no later than October 1 of each year.
Although thelega leved of budgetary control was established at thefund level of expendituresfor all
funds, the Digtrict has €l ected to present budgetary statement comparisonsat the fund and function
leve of expenditures. Resolution appropriations by fund must be within the estimated resources as
certified by the County Budget Commission and thetota of expendituresand encumbrancesmay not
exceed the appropriation totals.

Any revisionsthat ater thetotal of any fund appropriation must be approved by the Board of
Education.

Forma budgetary integration is employed as a management control device during the year for all
funds consistent with the general obligation bond indenture and other statutory provisions. All
departments/functions and funds completed the year within the amount of their legdly authorized cash
basis appropriation.

Appropriation amounts are as originaly adopted, or as amended by the Board of Education through
the year by supplemental appropriations which either reallocated or increased the original
appropriated amounts. All supplemental appropriationswerelegally enacted by the Board prior to
June 30, 2000.
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NOTES TO GENERAL PURPOSE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2000

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

8. Unencumbered appropriationslapse at year end. Encumbered appropriations are carried forward
to the succeeding fiscal year and need not be regppropriated. Expenditures plusencumbrances may
not legally exceed budgeted appropriations at the legal level of budgetary control.

Encumbrance accounting is utilized with Didtrict fundsin the norma course of operations, for purchase
orders and contract-related expenditures. An encumbrance isareserve on the available spending
authority dueto commitment for a future expenditure and does not represent aliability. For
governmenta fund types, encumbrances outstanding & year end appear as areserve to the fund balance
on aGAAP basisand as the equivaent of expenditures on anon-GAAP budgetary basisin order to
demonstrate legal compliance. For the enterprise fund, encumbrances outstanding at year end appear
as afootnote disclosure in Note 13. Note 17 provides areconciliation of the budgetary and GAAP
bases of accounting for governmental fund types.

E. Cash and Investments

Toimprove cash management, cash received by the District ispooled. Moniesfor al funds, including
proprietary funds, aremaintained in thispool. Individua fund integrity ismaintained through the Didtrict’'s
records. Each fund'sinterestinthepool ispresented as* Equity in Pooled Cash and Cash Equivalents’

on the combined balance sheet.

TheDidrict hasinvested fundsin the State Treasury Asset Reserve of Ohio (STAR Ohio) during fiscal
2000. STAR Ohioisaninvestment pool managed by the State Treasurer’ s Office which allows
governments within the State to pool their funds for investment purposes. STAR Ohioisnot registered
with the SEC as aninvestment company, but does operate in amanner consistent with Rule 2a7 of the
Investment Company Act of 1940. Investmentsin STAR Ohio arevalued at STAR Ohio’sshareprice
which isthe price the investment could be sold for on June 30, 2000.

Under existing Ohio statutes al investment earnings are assigned to the general fund unless statutorily
required to be credited to agpecific fund. Interest revenue credited to thegenerad fund during fiscal 2000
amounted to $134,141, which includes $26,644 assigned from other District funds, and the interest
revenue credited to the Food Service enterprise fund amounted to $6,463, which includes $510 assigned
from other District funds.

For purposes of the combined statement of cash flows and for presentation on the combined balance
shedt, investmentsof the cash management pool and investmentswith origina maturitiesof threemonths
or less at the time they are purchased by the District are considered to be cash equivalents.

An analysis of the Treasurer’s investment account at year end is provided in Note 4.
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WATERLOO LOCAL SCHOOL DISTRICT
PORTAGE COUNTY, OHIO

NOTES TO GENERAL PURPOSE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2000

NOTE 2- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (Continued)
F. Fixed Assets and Depreciation

1. General Fixed Assets Account Group

General fixed assetsare capitalized at cost or estimated historical cost. Donated fixed assetsare
recorded at their fair market values as of the date donated. The District has a policy of not
capitalizing assets with a cost of lessthan $1,000. No depreciation is recognized for assetsin the
genera fixed assetsaccount group. TheDigtrict hasnot included infrastructureinthegenera fixed
assets account group.

Proprietary Funds

Equipment reflected in these funds are stated at historical cost or estimated historical cost and
updated for the cost of additions and retirements during the year. Donated fixed assets are recorded
at their fair market values as of the date donated. The District hasnot included infrastructureinthe
funds. Depreciation hasbeen provided, where gppropriate, on astraight-line basisover thefollowing
estimated useful lives:

Asset Life (years)

Furniture, fixtures and
equipment 20

. Intergovernmental Revenues

In governmental funds, entitlements and non-reimbursable grants (to the extent such grantsand
entitlements relate to the current fiscal year) are recorded as receivables and revenue when
measurableand available. Reimbursement-type grants are recorded as receivables and revenues
when therelated expendituresareincurred. Other than commodities, grantsfor proprietary fund
operations are recogni zed as non-operating revenue when measurable and earned. The District
currently participates in various state and federal programs categorized as follows:

Entitlements

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

Specia Revenue Funds
State Property Tax Relief
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (Continued)

Capital Projects Funds
State Property Tax Relief

Non-Reimbursable Grants

Specia Revenue Funds
Title VI
Education Management Information Systems (EMIS)
Titlel
Drug-Free Grant
SchoolNet Professional Devel opment
Local Professional Development Block Grant
Auxiliary Services
Ohio Reads
Eisenhower Grant
Preschool Grant
TitleVI-R
TitleVI-B

Reimbursable Grants

General Fund
Driver Education

Capital Project Funds
Emergency Building Repair

Enterprise Fund
National and State School Breakfast and Lunch Programs
Government Donated Commaodities

Grantsand entitlementsamounted to approximately 59% of the District'soperating revenue during
the 2000 fiscal year.

H. Compensated Absences
Compensated absences of the District consist of vacation leave and sick leave to the extent that

payment to the employeefor these absences are attributable to services already rendered and are
not contingent on a specific event that is outside the control of the District and the employee.
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (Continued)

In accordance with the provisions of GASB Statement No. 16, “ Accounting for Compensated
Absences,” aliability for vacation leave is accrued if a) the employees rights to payment are
attributable to services dready rendered; and b) it is probable that the employer will compensate the
employees for the benefits through paid time off or other means, such as a cash payment at
termination or retirement. A liability for severanceisaccrued using the vesting method; i.e., the
liability is based on the sick leave accumulated at the balance sheet date by those employees who
are currently eligible to recelve termination (severance) payments, as well as those employees
expected to becomedigiblein thefuture. For purposes of establishing aliability for severance on
employees expected to become digibleto retire in the future, al employees agefifty or grester with
a least ten years of service and al employeeswith at least twenty years of service regardiess of their
age were conddered expected to become ligible to retire in accordance with GASB Statement No.
16.

Thetotal liability for vacation and sick leave payments has been cal culated using pay ratesin effect
at the balance sheet date, and reduced to the maximum payment allowed by labor contract and/or
statute, plus any applicable additional salary-related payments.

Accumulated vacation and severance of governmental fund type employees meeting the above
requirements have been recorded in the gppropriate governmenta fund asacurrent liability to the
extent that the amounts are expected to be payable within the current available period. The balance
of theliability isrecorded in the general long-term obligationsaccount group. Vacation and sick
leavefor empl oyees mesting the above requirementswho are paid from proprietary fundsisrecorded
as an expense when earned.

. Long-Term Obligations

Long-term debt isrecognized asaliability of agovernmental fund when due. For other long-term
obligations, only that portion expected to be financed from expendable available financia resources
isreported asafund liability of agovernment fund. The remaining portion of such obligationsis
reported in the general long-term obligations account group. Long-term liabilities expected to be
financed from proprietary fund operations are accounted for in those funds.
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NOTES TO GENERAL PURPOSE FINANCIAL STATEMENTS
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES- (Continued)
J. Fund Equity

Reserved fund balances indicate that portion of fund equity which is not available for current
appropriation or is legally segregated for a specific use. Fund balances are reserved for
encumbrances, suppliesinventory, budget stabilization, debt service and tax advances unavailable
for appropriation. Thereservefor property tax advances unavailablefor appropriation represents
taxes recognized as revenue under GAAP but not available for appropriations under State statute.
The unreserved portions of fund equity reflected for the governmentd funds are available for use
within the specific purposes of those funds.

K. Interfund Transactions

During the course of norma operations, the Digtrict has numerous transactions between funds. The
most significant include:

1. Transfersof resources from one fund to another fund. The resources transferred are to be
expended for operations by the receiving fund and arerecorded as operating transfers, with the
exception of the agency fund, which does not show transfers of resources as operating transfers.

2. Reimbursements from one fund to another are treated as expenditures/expenses in the
reimbursing fund and areduction in expenditures/expenses in the reimbursed fund. Quasi-
external transactions are accounted for as revenues, expenditures or expenses.

3. Short-terminterfund loans arereflected as* interfund loans receivable or payable”. The Didtrict
had short-term interfund loans receivable and payable at June 30, 2000.

An analysis of interfund transactions is presented in Note 5.

L. Inventory
Inventoriesfor dl governmenta funds are valued at cost (first-in/first-out method). The purchase
method isused to account for inventories. Under the purchase method, inventoriesarerecorded as
expenditureswhen purchased; however, material amountsof inventoriesat period end arereported
asassets of the respective fund, which are equaly offset by afund bal ance reserve which indicates
they are unavailable for appropriation even though they are a component of reported assets.

Inventoriesof proprietary fundsarevalued a thelower of cost (first-in/first-out method) or market
and expensed when used rather than when purchased.

11
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NOTE 2- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (Continued)

M. Contributed Capital
Contributed capita represents resources from other funds, other governments, and private sources
provided to proprietary fundsthat isnot subject to repayment. These assetsare recorded at their
fair market value on the date donated. Depreciation on those assets acquired or constructed with
contributed resources is expensed and closed to unreserved retained earnings at year end.

N. Restricted Assets
Restricted assets in the general fund represent cash and cash equivalents set aside to establish a
budget stabilization reserve. Thisreserveisrequired by State statute and can be used only after
receiving approval from the State Superintendent of Public Instruction. A fund balancereservehas
also been established. See Note 19 for statutory reserves.

O. Estimates
The preparation of the GPFSin conformity with GAAP requires management to make estimatesand
assumptionsthat affect theamountsreported in the GPFS and accompanying notes. Actua results
may differ from those estimates.

P. Memorandum Only - Total Columns
Total columnson the GPFS are captioned (Memorandum Only) to indicate that they are presented
only tofacilitatefinancia andyss. Datain these columnsdo not present financia position, resultsof
operations, or changes in financial position in conformity with GAAP. Neither is such data
comparableto aconsolidation. Interfund eliminations have not been made in the aggregeation of this
data.

NOTE 3- ACCOUNTABILITY AND COMPLIANCE
A. Deficit Fund Balances

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

Deficit Balance
Specia Revenue Funds
Local Professional Development Block Grant $ (27
Title VI-B (4,566)
Ohio Reads (11)

12
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NOTE 3- ACCOUNTABILITY AND COMPLIANCE - (Continued)
These funds complied with Ohio state law, which does not permit a cash basis deficit at year end.

The deficit balances in the Local Professional Development Block Grant and Ohio Reads special
revenue funds are caused by accruing wage and benefit obligations in accordance with GAAP.
These deficitswill be diminated by intergovernmenta revenues and other resources not recognized
at June 30.

The deficit baancein the Title VI-B specia revenue fund is due to the reporting of an “advancein”
from another fund as an interfund loan payabl e rather than as an “ other financing source’ and dueto
accruing wage, benefit and retirement obligationsin accordance with GAAP. Thisdeficit will be
eliminated by intergovernmental revenues and other resources not recognized at June 30.

B. Agency Fund

Thefollowing are accruasfor the agency fund, which, in another fund type, would be recognized in
the combined bal ance sheet:

LIABILITIES
Accounts payable $33

NOTE 4-EQUITY IN POOLED CASH AND INVESTMENTS

The Didtrict maintainsacash and investment pool used by al funds. Each fund type's portion of thispool
isdisplayed on the combined balance sheet as"Equity in Pooled Cash and Cash Equivalents'. Statutes
require the classification of monies held by the District into three categories:

Activedepositsare public deposits necessary to meet current demandson thetreasury. Suchmonies
must be maintained either as cash in the District treasury, in commercial accounts payable or
withdrawable on demand, including negotiable order of withdrawal (NOW) accounts, or in money
market deposit accounts.

Inactive deposits are public deposits the Board of Education hasidentified as not required for usewithin
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.

13
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NOTE 4-EQUITY IN POOLED CASH AND INVESTMENTS - (Continued)

I nterim depodits 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
depostories. Interim deposits must be evidenced by time certificates of deposit maturing not more than
one year from the date of deposit or by savings accounts, including passbook accounts.

Protection of the District’ sdepositsis provided by the Federal Deposit Insurance Corporation (FDIC),
by dligible securities pledged by the financia institution as security for repayment, by surety company
bonds deposited with the Treasurer by thefinancia ingtitution or by asingle collateral pool established
by the financial institution to secure the repayment of all public monies deposited 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 or interest by the United States,

2. Bonds, notes, debentures, or any other obligations or securitiesissued 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 agreementsin the securities listed above provided that the market value of the
securities subject to the repurchase agreement must exceed the principa vaue 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 fundsconssting exclusively of obligationsdescribedindivison (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 Treasury Asset Reserve of Ohio (STAR Ohio); and
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NOTE 4-EQUITY IN POOLED CASH AND INVESTMENTS - (Continued)

7. Certain bankers acceptances and commercia paper notesfor a period not to exceed one hundred
and eighty daysin an amount not to exceed twenty-five percent of theinterim moniesavailablefor
investment at any one time.

Investmentsin stripped principal or interest obligations, reverserepurchase agreementsand derivatives
areprohibited. Theissuance of taxable notesfor the purpose of arbitrage, the use of leverage and short
slingaredso prohibited. Aninvestment must maturewithinfiveyearsfromthedate of purchaseunless
matched to aspecific obligation or debt of the District, and must be purchased with the expectation that
itwill beheld to maturity. Investmentsmay only be made through specified dealersand institutions.
Payment for investments may be made only upon delivery of the securities representing the investments
tothe Treasurer or quaified trustee or, if the securitiesare not represented by acertificate, upon receipt
of confirmation of transfer from the custodian.

Cashonhand: Atfiscd year end, the District had $150 in undeposited cash on hand whichisincluded
on the combined balance sheet of the Didtrict as part of “Equity in Pooled Cash and Cash Equivdents.”

The following information classifies depogits and investments by categories of risk asdefined in GASB
Statement No. 3, “ Depositswith Financid Ingtitutions, Investments (Including Repurchase Agreements)
and Reverse Repurchase Agreements”.

Deposits: At year end, the carrying amount of the District’ s deposits was $(163,735) and the bank
balance was $20,495. The District did not record aliability due to the “ zero balance” nature of the
account. The entire bank balance was covered by federal deposit insurance.

Collaterd isrequired for demand depositsand certificates of deposit in excessof dl depositsnot covered
by federal depository insurance. Obligationsthat may be pledged as collateral are obligations of the
United States and its agencies, obligations of the State of Ohio and its municipalities, and obligations of
the other states. Obligations pledged to secure deposits must be delivered to a bank other than the
institution in which the deposit is made. Written custodial agreements are required.

Investments: Investments are categorized to give an indication of the level of credit risk assumed by
the Didtrict at year end. Category 1 includesinvestmentsthat are insured or registered or securities held
by the Digtrict. Category 2 includesuninsured and unregistered investmentsfor which the securitiesare
held by the counterparty’ s trust department or agent in the District’s name. Category 3 includes
uninsured and unregistered investments for which the securities are held by the counterparty, or by its
trust department, but not in the Digtrict’ sname. STAR Ohio isan unclassfied investment sinceit isnot
evidenced by securitiesthat exist in physical or book entry form. At June 30, 2000, the District had an
investment of $2,600,000 in STAR Ohio.
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NOTE 4- EQUITY IN POOLED CASH AND INVESTMENTS - (Continued)
The classification of cash and cash equivaents on the combined financial statementsisbased on criteria

st forthin GASB Statement No. 9, “Reporting Cash Flows of Proprietary and Non-Expendable Trust
Funds and Governmental Entities That Use Proprietary Fund Accounting”.

A reconciliation between the classifications of cash and cash equiva ents on the combined baance sheet
(per GASB Statement No. 9) and the classifications of deposits and investments presented above per
GASB Statement No. 3 isasfollows:

Cash and Cash
Equivalents/Deposits Investments
GASB Statement No. 9 $2,436,415 $ 0
Investments of the Cash
Management Pool:
Investment in STAR Ohio (2,600,000) 2,600,000
Cash on hand (150) ---
GASB Statement No. 3 $ (163.735) $2.600,000

NOTE 5- INTERFUND TRANSACTIONS

A. Thefollowing isasummarized breskdown of the Didrict’ sinterfund receivables and payables a June

30, 2000:

Interfund Interfund

Receivable Payable

General Fund $98,452 $ ---
Special Revenue Funds
TitleVI-B 2,114
Auxiliary Services --- 71,802
Capital Project Funds
Emergency Building Repair --- 533
Permanent |mprovements --- 24,003
Total $98.452 98,452
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NOTE 5- INTERFUND TRANSACTIONS - (Continued)

B. Thefollowingisasummarized breakdown of the Digtrict’ soperating transfersfor fisca year 2000:

_Transfersin Transfers Out
General Fund $ --- $20,989
Specia Revenue Funds
District Managed Activities 18,399 ---
Capital Projects Funds
Emergency Building Repair 2,590 -
Totd 20,989 $20,989

NOTE 6 - PROPERTY TAXES

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

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

Tangible personal property taxes attach as alien and are levied on January 1 of the current year.
Tangible persond property assessmentsare 25% of truevaue. Theassessed vaue upon which the 1999
taxeswere collected was $106,794,902. Agricultural/residential and public utility/mineralsred estate
represented $83,607,330 or 78.29% of thistotal, commercial and industrial real estate represented
$4,733,9700r 4.43% of thistotal, public utility tangible personal property represented $7,540,560 or
7.06% of thistotd and genera tangible persona property/manufactured home represented $10,913,042
or 10.22% of thistotal. Thevoted general tax rate at thefiscal year ended June 30, 2000 was $50.51
per $1,000.00 of assessed valuation for general operations and $2.60 per $1,000.00 of assessed
valuation for permanent improvements.

Real property taxes are payable annually or semi-annualy. If paid annualy, payment is due February
12, if paid semi-annually, the first payment is due February 12 with the remainder payable by July 30.
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NOTE 6 - PROPERTY TAXES - (Continued)

The Portage County Treasurer collectsred estate property taxes on behalf of dl taxing districtswithin
the County. The Portage County Auditor periodically remitsto the District its portion of the taxes
collected with final settlement in March and September. Such collections are available to pay current
period liabilities.

The Portage County Treasurer collects persond property taxes on behaf of dl taxing districtswithin the
County. The Portage County Auditor periodicaly remitsto the Didtrict its portion of the taxes collected
with final settlement in February and August. Such collections are available to pay current period
liabilities.

Accrued property taxes receivabl e represents delinquent taxes outstanding and real property, personal
property and public utility taxes which became measurable as of June 30, 2000. Althoughtota property
tax collectionsfor the next fiscal year are measurable, they are not (exclusive of advances) intended to
finance current year operations. The net receivable (total receivable lessamount available intended to
finance the current year) istherefore offset by acredit to deferred revenue. A total of $139,546 was
available to the District as an advance at June 30, 2000 and is recorded as revenue.

NOTE 7 - RECEIVABLES

Recelvablesat June 30, 2000 cons sted of taxes, accounts (billing for user charged servicesand student
fees), accruedinterest, interfund loans, and intergovernmental state and federal revenues (to the extent
they areintended to financethe current fiscal year). Intergovernmental receivables have been reported
as “due from other governments’ on the combined balance sheet. All receivables are considered
collectibleinfull dueto the ability to foreclose for the nonpayment of taxes, the stable condition of State
programs and the current year guarantee of federal funds.

A summary of the items of receivables follows:

Amounts

General Fund

Taxes - current and delinquent $2,900,162
Accrued interest 12,620
Accounts 422
Interfund loan 98,452
Due from other governments 700
Special Revenue Funds

Taxes - current and delinquent 199,724
Accrued interest 136
Accounts 443
Due from other governments 11,719
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NOTE 7 - RECEIVABLES- (Continued)

Debt Service Fund

Taxes - current and delinquent 2,468
Capital Projects Funds

Taxes - current and delinquent 195,797
Accounts 132
Enterprise Fund

Due from other governments 11,957
Accrued interest 814

NOTE 8 - FIXED ASSETS

A summary of the changes in the general fixed assets account group during the fiscal year follows:

Balance Balance
July 1, 1999 Increase Decrease June 30, 2000
Land/Improvements $2,458,810 $ 28,567 $ --- $2,487,377
Buildings/Improvements 3,211,433 8,318 --- 3,219,751
Furniture/Equipment 1,057,107 41,734 --- 1,098,841
Vehicles 1,025,244 119,192 --- 1,144,436
Totd $7.752.594 $197.811 $ 0 $7.950.405

A summary of the proprietary fixed assets at June 30, 2000 follows:

Furniture and equipment $70,718
Less: accumulated depreciation (41,061)
Net fixed assets $ 29,657

NOTE 9- CHANGESIN CONTRIBUTED CAPITAL

Changes in contributed capital for the year ended June 30, 2000 are summarized by source as follows:

Food Service
Enterprise Fund

Contributed capital, July 1, 1999 $15,962
Current contributions from other funds ---
Contributed capital, June 30, 2000 $15,962
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NOTES TO GENERAL PURPOSE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2000

NOTE 10- CAPITALIZED LEASES - LESSEE DISCLOSURE

During fiscal 1998, theDistrict entered into acapital |ease agreement for copiers. Thislease meetsthe criteria
of acapital leaseasdefined by FASB Statement No. 13, “ Accounting for Leases’, which definesacapita lease
generdly as one which transfers benefits and risks of ownership to the lessee at the conclusion of the lease term.
Capitd lease payments have been reclassified and are reflected as debt service expendituresin the Combined
Statement of Revenues, Expenditures and Changesin Fund Balancesfor the governmental fund types. These
expenditures are reflected as program/function expenditures on abudgetary bass. Generd fixed assets acquired
by lease have been capitaized in the genera fixed assets account group in an amount equal to the present value
of the future minimum lease payments as of the date of their inception.

A corresponding liability wasrecorded in thegenera long-term obligationsaccount group. Principa payments
inthe 2000 fiscal year totaled $13,323. Thisamount is reflected as debt service principal retirement in the
general fund.

The following is an analysis of the equipment under capital lease as of June 30, 2000:

General Fixed
Assets

Copiers $70,529

Thefollowingisascheduleof thefuture minimum lease paymentsrequired under the capita |ease and the present
value of the minimum |lease payments as of June 30, 2000:

General Long-Term Obligations Account Group

Y ear Ending
June 30 Copiers
2001 $16,656
2002 16,656
2003 11,104
Total minimum |lease payments 44,416
Less: amount representing interest (3.998)
Present value of future minimum lease payments 0,418

The District does not have a capitalized lease obligation after fiscal year 2003.
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NOTE 11- LONG-TERM OBLIGATIONS

The Didtrict’ slong-term debt obligations outstanding a June 30, 2000 consisted of energy conservation bonds.
The energy conservation bonds were issued in 1994 pursuant to Section 3313.372 of the Ohio Revised Code
in anticipation of energy cost savings to be realized from energy conservation projects under House Bill 264.

Paymentsof principal andinterest relating to theseliabilitiesare recorded asexpendituresin the debt servicefund.
Unmatured obligations are accounted for in the general long-term obligations account group.

A.

The following is a description of the District’s long-term obligation outstanding as of June 30, 2000:

Interest  Maturity Outstanding Retired Outstanding
Rate Date July 1, 1999 In 2000 June 30, 2000
Energy
conservation bonds 5.15% 12/04 $108,728 $(15.925) $92,803

Thefollowing is a description of the District’ s future annual requirements to amortize the bonds
outstanding:

Fiscal Principal on Energy Interest on Energy
Year Ending Conservation Bonds  Conservation Bonds Tota

2001 $ 16,745 $ 4,348 $ 21,093
2002 17,607 3,464 21,071
2003 18,514 2,534 21,048
2004 19,467 1,555 21,022
2005 20,470 527 20,997
Total $92.803 $12.428 $105,231

During the year ended June 30, 2000, the following changes occurred in the liabilities reported in the
generd long-term obligations account group. Compensated absences and pension obligationswill be
paid from the fund in which the employee was paid.

Balance Balance
July 1, 1999 Increase Decrease June 30, 2000
Compensated absences $648,491 $ 33,200 $ (19,667) $662,024
Pension obligation payable 66,871 68,959 (66,871) 68,959
Capital lease payable 53,741 --- (13,323) 40,418
Energy conservation bonds 108,728 --- (15,925) 92,803
Total $877,831 $102,159 $(115.786) $864,204
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NOTE 11 - LONG-TERM OBLIGATIONS - (Continued)

D.

Legal Debt Margin

The Ohio Revised Code providesthat voted net generd obligation debt of the Didtrict shall never exceed
9% of thetotal assessed valuation of the Digtrict. The codefurther providesthat unvoted indebtedness
shdl not exceed 1/10 of 1% of theproperty vauation of the Didtrict. The effectsof these debt limitations
at June 30, 2000 are avoted debt margin of $9,613,495 (including available funds of $1,954) and an
unvoted debt margin of $106,795.

NOTE 12 - RISK MANAGEMENT

A.

Comprehensive and Health Care

The District isexposed to various risks of loss related to torts; theft of, damage to, or destruction of
assets, errors and omissions; injuries to employees; and, natural disasters. The District maintains
comprehensve insurance coverage with private carriersfor health care, red property, building contents,
vehicles and employee bonds. Vehicle paliciesinclude liability coverage for bodily injury and property
damage. Settled claims have not exceeded commercia coveragein any of the past threeyears. There
has not been a significant reduction of coverage from the prior year.

Workers Compensation

The Didtrict participatesin the Ohio School Boards Association Workers Compensation Group Rating
Program (GRP), an insurance purchasing pool (See Note 2.A). The GRP sbusinessand affairsare
conducted by athree-member Board of Directors consisting of the President, the President-Elect and
the lmmediate 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.
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NOTE 12 - RISK MANAGEMENT - (Continued)

Theintent of the GRP isto achieve the benefit of areduced premium for the Digtrict by virtue of its
grouping and representation with other participantsinthe GRP. Theworkers compensation experience
of the participating school districtsiscal culated as one experience and acommon premiumrateisapplied
toal school digrictsinthe GRP. Each participant paysitsworkers compensation premium to the State
based ontheratefor the GRPrather thanitsindividua rate. Total savingsarethen calculated and each
participant’sindividual 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 insuresthat each participant sharesequaly inthe overdl performance
of the GRP. Participationinthe GRPislimited to school districtsthat can meet the GRP sselection
criteria. Thefirm of GatesMcDondd & Co. provides adminigtrative, cost control and actuaria services
tothe GRP. Eachyear, the Didtrict paysanenrollment feeto the GRPto cover the costs of administering
the program.

NOTE 13- SEGMENT INFORMATION - ENTERPRISE FUND

The District maintains one enterprise fund to account for the operations of food service. Segment information
isnot required as activity for thisfund can be traced directly to the financid statements. The enterprise fund had
$2,861 in encumbrances outstanding at June 30, 2000.

NOTE 14 - DEFINED BENEFIT PENSION PLANS

A.

School Employees Retirement System

The Digtrict contributesto the School Employees Retirement System of Ohio (SERS), a cost-sharing,
multiple-employer defined benefit pension plan administered by the School Employees Retirement Board.
SERSprovidesretirement and disability benefits, annual cost-of-living adjustments, and death benefits
to plan members and beneficiaries. Authority to establish and amend benefitsis provided by Chapter
3309 of the Ohio Revised Code. SERS issuesapublicly available, stand-alonefinancial report that
includesfinancid statementsand required supplementary information. The report may be obtained by
writing to the School Employees Retirement System, 45 North Fourth Street, Columbus, Ohio 43215-
3634, or by calling (614) 222-5853.
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NOTE 14 - DEFINED BENEFIT PENSION PLANS - (Continued)

Plan members are required to contribute 9 percent of their annual covered salary and the District is
required to contribute at an actuarilly determined rate. The current rateis 14% of annual covered payroll;
7.70 percent was the portion to fund pension obligations. The contribution rates are established and may
be amended by the School Employees Retirement Board within theratesalowed by State statute. The
adequacy of the contribution ratesis determined annually. The District’ srequired contributionsfor
pension obligations to SERS for thefiscal years ended June 30, 2000, 1999, and 1998 were $66,169,
$88,624 and $88,809, respectively; 38 percent has been contributed for fiscal year 2000 and 100
percent for thefiscal years 1999 and 1998. $103,013, representing the unpaid contribution for fiscal
year 2000, isrecorded asaliability within the respective funds and the general long-term obligations
account group.

B. State Teachers Retirement System

The District contributes to the State Teachers Retirement System of Ohio (STRS), a cost-sharing,
multiple-employer defined benefit pens on plan admini stered by the State Teachers Retirement Board.
STRS provides retirement and disability benefits, annual cost-of-living adjustments, and death and
survivor benefits to plan members and beneficiaries. Authority to establish and amend benefitsis
provided by Chapter 3307 of the Ohio Revised Code. STRSissuesapublicly available, stand-alone
financia report that includesfinancia statementsand required supplementary information. Thereport
may be obtained by writing to the State Teachers Retirement System, 275 East Broad Street, Columbus,
Ohio 43215-3771, or by caling (614) 227-4090.

Plan membersarerequired to contribute 9.3 percent of their annual covered salary and the Didtrictis
required to contribute 14 percent; 6 percent was the portion used to fund pension obligations.
Contribution rates are established by the State Teachers Retirement Board, upon recommendation of its
consulting actuary, not to exceed statutory maximum rates of 10 percent for members and 14 percent
for employers. The Didtrict’ srequired contributionsfor pension obligationsto STRSfor thefiscd years
ended June 30, 2000, 1999, and 1998 were $227,298, $212,484 and $342,070, respectively; 83
percent has been contributed for fiscal year 2000 and 100 percent for thefiscal years 1999 and 1998.
$89,612, representing the unpaid contribution for fiscal year 2000, isrecorded asaliability within the
respective funds.

G. Social Security System

Effective July 1, 1991, al employees not otherwise covered by the SERS or the STRS have an option
to choose social security or the SERS/STRS. The Board' s liability is 6.2 percent of wages paid.
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NOTE 15- POSTEMPLOYMENT BENEFITS

The Digtrict provides comprehensive hedlth care benefits to retired teachers and their dependents through the
STRS, and to retired non-certified employees and their dependents through the SERS. Benefitsinclude
hospitalization, physicians fees, prescription drugs, and reimbursement of monthly Medicarepremiums. Benefit
provisions and the obligationsto contribute are established by the Systems based on authority granted by State
statute. Both systems are funded on a pay-as-you-go-basis.

The State Teachers Retirement Board has statutory authority over how much, if any, of the hedlth care costswill
be absorbed by STRS. Most benefit recipients pay aportion of the health care cost in the form of amonthly
premium. 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. For thisfisca year, the Board alocated employer
contributions equal to eight percent of covered payrall to the Hedlth Care Reserve Fund. For the Didtrict, this
amount equaled $303,043 during fiscal 2000.

STRS pays hedlth care benefits from the Heal th Care Reserve Fund. Thebaancein the Fund was $2.783 billion
at June 30, 1999 (thelatest information available). For the year ended June 30, 1999 (the latest information
available), net health care costs paid by STRS were $249.929 million and STRS had 95,796 dligible benefit
recipients statewide.

For SERS, coverageis made available to service retirees with ten or more years of qualifying service credit, and
disability and survivor benefit recipients. Membersretiring on or after August 1, 1989, with lessthan twenty-five
years of servicecredit must pay aportion of their premium for health care. The portion isbased on years of
service up to amaximum of 75 percent of the premium.

After thedlocation for bas s benefits, the remainder of theemployer's 14% contribution isalocated to providing
hedlth care benefits. For thisfiscal year, employer contributionsto fund health care benefitswere 6.30 percent
of covered payroll. Inaddition, SERSleviesasurchargeto fund health care benefits equa to 14 percent of the
difference between aminimum pay and the member’ s pay, pro-rated for partia service credit. For fiscal year
1999 (the latest information avail abl€), the minimum pay has been established at $12,400. The surcharge, added
to the unalocated portion of the 14 percent employer contribution rate, provides for maintenance of the asset
target level for the health care fund.

Thetarget level for the hedlth care reserveis 150 percent of annual health care expenses. Expensesfor hedth
care at June 30, 1999 (the latest information available), were $126.4 million and the target level was $189.6
million. At June30, 1999 (thelatest information available), SERS had net assets avail able for payment of hedlth
carebenefitsof $188.0 millionand SERS had gpproximately 51,000 participants statewide recelving hedlth care
benefits. For the Didtrict, the amount to fund health care benefits, including surcharge, equaled $100,685 during
the 2000 fiscal year.
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NOTE 16 - OTHER EMPLOYEE BENEFITS - COMPENSATED ABSENCES

Thecriteriafor determining vacation and sick leave benefits are derived from negotiated agreementsand State
laws. Classified employeesworking eleven or twelve months per year are entitled to an annua vacation, with
pay, based onlength of serviceintheDidtrict. Vacations must betaken within oneyear of thetimeearned with
the exception that aportion may be carried over to the next year with prior approval. Accumulated unused
vacation timeispaid to classified empl oyees upon termination of employment. Teachersand administrators
working fewer than ten months per year do not earn vacation time.

Teachers, administrators and classified employees earn sick leave at the rate of one and one-fourth days per
month. Sick leavemay be accumulated for an unlimited number of days. For certified and classified employees,
payment is made at retirement for accumulated sick leave and is determined by taking 30 percent timesthe
employee' s accumulated sick leave balance up to 55 days for building secretaries, 60 days for classified
employeesand 70 daysfor certified employeestimesthe employee sdaily rate at termination. The amount of
accumulated vacation and sick leave of employees paid from governmental funds that meetsthe eigibility
requirements has been recorded in the appropriate governmental fund asacurrent liability to the extent that the
amounts are expected to be paid using expendableavailable financia resources. The balance of theliability is
recorded inthe genera long-term obligations account group. Vacation and sick leavefor employeespaid from
proprietary fundsis recorded as an expense and liability of the fund when earned.

NOTE 17 - BUDGETARY BASISOF ACCOUNTING

Whilereporting financial position, resultsof operations, and changesin fund balanceisdoneonaGAAPDbass,
the budgetary basis, as provided by law, isbased upon accounting for certain transactions on abasis of cash
receipts and disbursements.

The Combined Statement of Revenues, Expenditures and Changesin Fund Balances - Budget and Actual
Comparison (Non-GAAP Budgetary Basis) - All Governmental Fund Typesis presented on the budgetary basis
to provide ameaningful comparison of actual resultswith the budget. The mgor differences between the budget
basis and the GAAP basis are that:

@ Revenues arerecorded when received in cash (budget basi s) as opposed to when susceptibleto accrua
(GAAP basis);

(b) Expendituresare recorded when paid in cash (budget bas s) as opposed to when theliability isincurred
(GAAP basis);

(© In order to determine compliance with Ohio law, and to reserve that portion of the applicable

gppropriation, encumbrances are recorded asthe equivaent of an expenditure (budget basis) as opposed
to areservation of fund balance for governmental funds (GAAP basis).
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NOTE 17 - BUDGETARY BASISOF ACCOUNTING - (Continued)

The adjustments necessary to convert the results of operationsfor the year on thebudget basisto the GAAP
basis for the governmental funds are as follows:

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

Governmental Fund Types

Special Debt Capital
General Revenue Service Projects

Budget basis $(168,621) $(31,857) $ 9 $(313,518)
Net adjustment for

revenue accruals (199,094) (45,620) --- (12,789)
Net adjustment for

expenditure accruals (97,647) 11,970 --- 14,593
Net adjustment for other

financing sources (uses) 18,177 (30,078) --- 2,779
Encumbrances

(budget basis) 379,007 100,887 --- 220,556
GAAP basis $ (68.178) $ 5302 $ 9 $ (88.379)

NOTE 18 - CONTINGENCIES
A. Grants

TheDidtrict receivessignificant financial assistancefrom numerousfederal, stateand loca agenciesin
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 disdlowed damsresulting from such audits could become aliability of the generd
fund or other gpplicablefunds. However, inthe opinion of management, any such disalowed clamswill
not have amateria effect on any of thefinancia statements of the individua fund typesincluded herein
or on the overall financial position of the District at June 30, 2000.
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NOTE 18 - CONTINGENCIES - (Continued)

B.

Litigation

TheDidrict isaparty to variouslegd proceedings. It ismanagement's opinion that the ultimate liability
will be covered by insurance, and/or will not have a material effect on the financial statements.

State School Funding Decision

On March 24, 1997, the Ohio Supreme Court rendered a decision declaring certain portions of the Ohio
school funding plan unconstitutiona. The Court stayed the effect of itsruling for oneyear to alow the
State's legidature to design a plan to remedy the perceived defects in that system. Declared
unconstitutional wasthe State' s“school foundation program”, which provides significant amounts of
monetary support to this Digtrict. During thefisca year ended June 30, 2000, the District received total
school foundation support of $4,244,752.

Sincethe Supreme Court ruling, numerous pieces of legidation have been passed by the State General
Assembly in an attempt to addresstheissuesidentified by the Court. The Court of Common Pleasin
Perry County reviewed the new laws and, in adecision issued on February 26, 1999, determined they
arenot sufficiently responsiveto the congtitutiond issuesrai sed under the* thorough and efficient” clause
of the Ohio Congtitution. The State apped ed the decision made by the Court of Common Pleasto the
Ohio Supreme Court. OnMay 11, 2000, the Ohio Supreme Court rendered an opinion on thisissue.
The Court concluded, “...the mandate of the (Ohio) Congtitution has not been fulfilled.” The Court’s
majority recognized efforts by the Ohio Generd Assembly taken in responseto the Court’sMarch 24,
1997, decison, however, it found seven“...mgor areaswarrant further attention, study, and devel opment
by the General Assembly...,” including the State’ sreliance onlocal property tax funding, thestate’ shasic
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, whichthe
Court found took the place of the unconstitutional emergency school |oan assistance program.

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

As of the date of these financial statements, the District isunable to determine what effect, if any, this
ongoing litigationwill have onitsfuture State funding under this program and on itsfinancial operations.
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NOTE 19- STATUTORY RESERVES
TheDigtrict isrequired by State law to set-aside certain genera fund revenue amounts, as defined by Statute,

into various reserves. Thesereserves are caculated and presented on acash basis. During thefisca year ended
June 30, 2000, the reserve activity was as follows:

Capital Budget
Textbooks  Acquisition Stabilization

Set-aside cash balance as of June 30, 1999 $ 0o $ 0 $ 54,559
Current year set-aside requirement 173,889 173,889 96,165
Current year offsets --- (203,955) ---
Qualifying disbursements (215.827) (67.833) ---
Set-aside cash balance as of June 30, 2000 $(41938) $ (97.899) $150.724
Cash balance carried forward to FY 2001 $(41938) $ 0  $150,724

A schedule of the restricted assets at June 30, 2000 follows:

Amount restricted for budget stabilization $150.724
Total restricted assets $150,724

Althoughthe Digtrict had offsetsand qualifying disbursements during the year that reduced the capital acquigition
set aside amount below zero, this extraamount may not be used to reduce the set aside requirements of future
years. The District may use the negative amount in the textbooks set aside to reduce set aside requirements of
futurefiscd years. Amountsremaining at fisca year end that have been set asdeto satisfy statutory requirements
arerepresented by cash and cash equivaentsand are presented as restricted assets on the combined balance
sheet. Corresponding amounts are reported as reserves of fund balance.

NOTE 20 - SIGNIFICANT SUBSEQUENT EVENTS

On November 7, 2000, the District passed a 7.45 mill bond levy for renovation of the current high school and
the congtruction of anew K-8 facility. The Digtrict dso passed a.5 mill levy to ultimately fund the maintenance
costsof the new facility. Theseleviesrepresent the amount of the construction project that the Didrict itself was
required to finance, in accordance with thetermsof afacilitiesgrant from the Ohio School FacilitiesCommission
(OSFC). OSFC will make quarterly disbursements to the District as the project is completed. The total

estimated cost of the building project is $25,522,356, of which OSFC will pay $14,802,967.
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GARY B. FINK & ASSOCIATES. INC.

CERTIFIED PUBLIC ACCOUNTANTS
121 College Street

Wadsworth, Ohio 44281

330/336-1706 Fax 330/334-5118

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

Waterloo Local School District
1464 Industry Road

Atwater, Ohio 44201

We have audited the general purpose financial statements of the Waterloo Local School District, as of and
for the year ended June 30, 2000, and have issued our report thereon dated February 13, 2001. 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 general purpose 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 general purpose financial statement amounts. However, providing an opinion on
compliance with those provisions was not an objective of our audit and, accordingly, we do not express such
an opinion. The results of our tests disclosed no instances of noncompliance that are required to be reported
under Government Auditing Standards.

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 general purpose
financial statements and not to provide assurance on the internal control over financial reporting. Our
consideration of the internal control over financial reporting would not necessarily disclose all matters in the
internal control over financial reporting that might be material weaknesses. A material weakness is a
condition in which the design or operation of one or more of the internal control components does not reduce
to a relatively low level the risk that misstatements in amounts that would be material in relation to the
general purpose 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. We noted no matters involving the
internal control over financial reporting and its operations that we consider to be material weaknesses.
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REPORT ON COMPLIANCE AND ON INTERNAL CONTROL OVER FINANCIAL
REPORTING BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS (continued)

This report is intended solely for the information and use of management, the Board of Education 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.
B\l

GARY B. FINK & ASSOCIATES, INC.
Certified Public Accountants
February 13, 2001
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GARY B. FINK & ASSOCIATES. INC.

CERTIFIED PUBLIC ACCOUNTANTS
121 College Street

Wadsworth, Ohio 44281

330/336-1706 Fax 330/334-5118

REPORT ON COMPLIANCE WITH REQUIREMENTS APPLICABLE TO
EACH MAJOR PROGRAM AND INTERNAL CONTROL OVER COMPLIANCE
IN ACCORDANCE WITH OMB CIRCULAR A-133

Board of Education

Waterloo Local School District
1464 Industry Road

Atwater, Ohio 44201

Compliance

We have audited the compliance of the Waterloo Local School District with the types of compliance
requirements described in the U.S. Office of Management and Budget (OMB) Circular A-133 Compliance
Supplement that are applicable to each of its major federal programs for the year ended June 30, 2000. The
District's major federal programs are identified in the summary of auditor's results section of the
accompanying Schedule of Findings and Questioned Costs. Compliance with the requirements of laws,
regulations, contracts and grants applicable to each of its major federal programs is the responsibility of the
District's management. Our responsibility is to express an opinion on the District's compliance based on our
audit.

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

In our opinion, the Waterloo Local School District complied, in all material respects, with the requirements
referred to above that are applicable to each of its major federal programs for the year ended June 30, 2000.
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REPORT ON COMPLIANCE WITH REQUIREMENTS APPLICABLE TO EACH MAJOR
PROGRAM AND INTERNAL CONTROL OVER COMPLIANCE IN ACCORDANCE WITH OMB
CIRCULAR A-133 (continued)

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.

Our consideration of the internal control over compliance would not necessarily disclose all matters in the
internal control that might be material weaknesses. A material weakness is a condition in which the design
or operation of one or more of the internal control components does not reduce 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. We noted no matters
involving the internal control over compliance and its operation that we consider to be material weaknesses.

This report is intended solely for the information and use of management, the Board of Education 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.
B\l

GARY B. FINK & ASSOCIATES, INC.
Certified Public Accountants
February 13, 2001
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Waterloo L ocal School District
Schedule of Expenditures of Federal Awards
For the Fiscal Year Ended June 30, 2000

Federal Grantor/ Federal Pass-Through

Pass-Through Grantor/ CFDA Identifying Entity

Program Title Number Number Receipts Disbursements

U.S. Department of Agriculture

Passed Through Ohio Department of Education:

Child Nutrition Cluster:

Food Distribution 10.550 $25,265 $25,114

School Breakfast Program 10.553 5,752 5,752

National School Lunch Program 10.555 64,537 64,537

Total U.S. Department of Agriculture - Child Nutrition Cluster 95,554 95,403

U.S. Department of Education

Passed Through Ohio Department of Education:

Innovative Education Program Strategies (ESEA Title V1) 84.298 049247-C2-S1-2000 2,353 1,131

Innovative Education Program Strategies (ESEA Title V1) 84.298 049247-C2-S1-1999C 1,046 3,179

Innovative Education Program Strategies (ESEA Title VI) 84.298 049247-C2-S1-1999 0 3,645
Total Innovative Education Program Strategies 3,399 7,955

Title | Grantsto Local Educational Agencies 84.010 049247-C1-S1-2000 134,840 105,771

Title | Grantsto Local Educational Agencies 84.010 049247-C1-S1-1999C 0 1,603

Title | Grantsto Local Educational Agencies 84.010 049247-C1-S1-1999 53,936 31,201
Total Title | 188,776 138,575

Safe and Drug-Free Schools and Communities - State Grants 84.186 049247-DR-S1-2000 4,632 3,600

Safe and Drug-Free Schools and Communities - State Grants 84.186 049247-DR-S1-1999C 0 2,356

Safe and Drug-Free Schools and Communities - State Grants 84.186 049247-DR-S1-1999 3,359 2,588
Total Safe and Drug-Free Schools 7,991 8,544

Class Size Reduction (Title VI-R) 84.340 049247-CR-S1-2000 19,534 14,993

Special Education Cluster:

Special Education - Grants to States (Title VI-B Flow-Thru) 84.027 049247-6B-SF-2000P 88,248 83,820

Specia Education - Grants to States (Title VI-B Flow-Thru) 84.027 049247-6B-SF-1999P 28,293 6,299
Total Title VI-B Flow-Thru 116,541 90,119

Passed Through Ohio Department of Education/Passed Through

Portage County Educational Service Center:

Special Education - Preschool Grants 84.173 049247-PG-S1-2000P 1,850 1,850

Special Education - Preschool Grants 84.173 049247-PG-S1-1999P 204 204
Total Preschool Grants 2,054 2,054
Total Special Education Cluster 118,595 92,173

Passed Through Ohio Department of Education/Passed Through

Portage County Educational Service Center:

Eisenhower Professional Development State Grants 84.281 049247-M S-S1-2000 148 148

Eisenhower Professional Development State Grants 84.281 049247-MS-S1-1999C 2,207 2,207

Eisenhower Professional Development State Grants 84.281 049247-M S-S1-1999 46 46

Eisenhower Professional Development State Grants 84.281 049247-M S-S1-1998C 392 392
Total Eisenhower 2,793 2,793

Total U.S. Department of Education 341,088 265,033

Total Federal Assistance $436,642 $360,436
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WATERLOO LOCAL SCHOOL DISTRICT
NOTES TO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

FOR THE YEAR ENDED JUNE 30, 2000

NOTE A - SIGNIFICANT ACCOUNTING POLICIES

The accompanying Schedule of Expenditures of Federal Awards is a summary of the activity of the
District's federal award programs. The schedule has been prepared on the cash basis of accounting.

The information in the 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 the schedule may differ from amounts presented in, or used in the preparation
of, the general purpose financial statements.

NOTE B - FOOD DISTRIBUTION
Nonmonetary assistance is reported in the schedule at the fair market value of the commodities

received and disbursed. Monies are commingled with State grants. It is assumed federal monies are
expended first. At June 30, 2000, the District had no significant food commodities in inventory.
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WATERLOO LOCAL SCHOOL DISTRICT

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

OMB CIRCULAR A-133 §505

1. SUMMARY OF AUDITOR'S RESULTS

FOR THE YEAR ENDED JUNE 30, 2000

(A

Type of auditor’s report issued
on the general purpose
financial statements

Unqualified Opinion

(d)(1)(i)

Were there any material
weaknesses in internal control
reported at the general
purpose financial statement
level?

No

(d)(1)(ii)

Were there any other
reportable conditions in
internal control reported at the
general purpose financial
statement level?

No

(d)(I)(ii)

Was there any material
noncompliance reported at the
general purpose financial
statement level?

No

(d)(D(v)

Were there any material
weaknesses in internal control
Over major programs
reported?

No

(d)(D)(Ev)

Were there any other
reportable conditions in
internal control over major
programs reported?

No

(d(DV)

Type of auditor’s report issued
on compliance for major
programs

Unqualified Opinion

(d)(D)(vi)

Were there any reportable
audit findings under §510?

No
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WATERLOO LOCAL SCHOOL DISTRICT

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
OMB CIRCULAR A-133 §505

FOR THE YEAR ENDED JUNE 30, 2000
(CONTINUED)

(d)(1)(vii) Major Programs: Child Nutrition Cluster: Food
Distribution, CFDA #10.550;
School Breakfast Program,
CFDA #10.553; and National
School Lunch Program,
CFDA #10.555 and Title I
Grants to Local Educational
Agencies, CFDA #84.010

(d)(1)(viii) Dollar Threshold: Type A/B Type A: > $300,000
Programs Type B: all others

(d)(1)(ix) Low Risk Auditee? No

FINDINGS RELATED TO THE FINANCIAL STATEMENTS REQUIRED TO BE
REPORTED IN ACCORDANCE WITH GAGAS

None
FINDINGS AND QUESTIONED COSTS FOR FEDERAL AWARDS

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

WATERLOO LOCAL SCHOOL DISTRICT

PORTAGE 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
MARCH 8, 2001
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