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HOLBROOK & MANTER
BUSINESS SERVICES

INDEPENDENT AUDITOR'S REPORT

Board of Education

Cardington-Lincoln Local School District
Morrow County

Cardington, OH 43315

We have audited the accompanying genera-purpose financia statements of Cardingtorn-Lincoln
Local School District, as of and for the year ended June 30, 2001, as listed in the table of

contents. These general-purpose financia statements are the responsibility of Cardington-
Lincoln Loca School Digtrict’s management. Our responsibility is to express an opinion on these
general-purpose financia statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United
States and the standards applicable to financial audits contained in Government Auditing
Sandards, issued by the Comptroller Genera of the United States. Those standards require that
we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement. An audit includes examining, on atest basis,
evidence supporting the amounts and disclosures in the financial statements. An audit also
includes ng the accounting principles used and significant estimates made by management,
aswell as evaluating the overal financial statement presentation. We believe that our audit
provides a reasonable basis for our opinion.

In our opinion, the genera-purpose financia statements referred to above present fairly, in al
materia respects, the financial position of Cardington-Lincoln Local School District as of June
30, 2001, and the results of operations and cash flows of its proprietary fund types for the year
then ended in conformity with accounting principles generally accepted in the United States.

In accordance with Government Auditing Standards, we have also issued our report dated
November 28, 2001 on our consideration of CardingtonLincoln Loca School District’sinternal
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.
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Our audit was performed for the purpose of forming an opinion on the general-purpose financia
statements taken as awhole. 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 arequired part of the genera purpose financial statements of Cardington-Lincoln Local
School Digtrict. Such information has been subjected to the auditing procedures applied in the
audit of the genera purpose financial statements and, in our opinion, isfairly stated, in al
materia respects, in relation to the general purpose financia statements taken as awhole.

M § Vlastei
Certified Public Accountants

November 28, 2001
Marion, Ohio



ASSETSAND OTHER DEBITS:-
ASSETS:-
Equity in pooled cash and cash equivalents
Receivables;-
Property taxes
Accounts
Intergovernmental
Accrued interest
Interfund
Prepaid items
Materials and supplies inventory
Restricted assets;-
Equity in pooled cash and
cash equivalents
Fixed assets (net, where applicable,
of accumulate depreciation)

OTHER DEBITS:-

Amount available in Debt Service Fund
Fund for Retirement of General
Obligation Debt

Amount to be provided from
General Government Resources

Total assets and other debits

See Accompanying Notes to the General Purpose Financial Statements.

CARDINGTON-LINCOLN LOCAL SCHOOL DISTRICT

COMBINED BALANCE SHEET

ALL FUND TYPESAND ACCOUNT GROUPS

JUNE 30, 2001

PROPRIETARY FIDUCIARY
GOVERNMENTAL FUND TYPES FUND TYPE FUND TYPES ACCOUNT GROUPS

GENERAL GENERAL TOTAL

SPECIAL DEBT CAPITAL TRUST AND FIXED LONG TERM (MEMO

GENERAL REVENUE SERVICE PROJECT ENTERPRISE AGENCY ASSETS DEBT ONLY)
$ 1314601 $ 292,099 $ 514,092 $ 119,061 $ 25560 $ 67,286 $ 0% 0 2,332,699
1,684,770 40,316 340,616 61,820 0 0 0 0 2,127,522
405 1,268 0 0 565 0 0 0 2,238
0 64,120 0 0 12,561 0 0 0 76,681
7,871 422 0 0 0 219 0 0 8,512
3,000 0 0 0 0 0 0 0 3,000
14,540 0 0 0 0 0 0 0 14,540
2,160 0 0 0 7,828 0 0 0 9,988
29,280 0 0 0 0 0 0 0 29,280
0 0 0 0 21,074 0 7,280,401 0 7,301,475
0 0 0 0 0 0 0 607,102 607,102
0 0 0 0 0 0 1,886,959 1,886,959
$ 3,056,627 $ 398,225 $ 854,708 $ 180,881 $ 67,588 $ 67,505 $ 7,280,401 $ 2,494,061 $ 14,399,996

(Continued)



LIABILITIES, FUND EQUITY AND OTHER CREDITS:-

LIABILITIES:-

Accounts payable

Accrued wages and benefits

Compensated absences payable

Pension obligation payable

Intergovernmental payable

Interfund payable

Deferred revenues

Due to students

Undistributed assets

Asbestos |oan payable

General obligation bonds payable

General obligation notes payable
Total liabilities

FUND EQUITY AND OTHER CREDITS:-
Investment in General Fixed Assets
Retained earnings;-

Unreserved
Fund balance;-
Reserved for tax revenue unavailable for
appropriation
Reserved for supplies inventory
Reserved for prepayments
Reserved for capital improvement
Designated for budget stabilization
Reserved for debt service
Reserved for encumbrances
Unreserved
Total fund equity and other credits

Total liabilities, fund equity and other credits

$

$

CARDINGTON-LINCOLN LOCAL SCHOOL DISTRICT

COMBINED BALANCE SHEET

ALL FUND TYPESAND ACCOUNT GROUPS

JUNE 30, 2001

PROPRIETARY FIDUCIARY
GOVERNMENTAL FUND TYPES FUND TYPE FUND TYPES ACCOUNT GROUPS
TRUST GENERAL GENERAL TOTALS
SPECIAL DEBT CAPITAL AND FIXED LONG TERM (MEMO)
GENERAL REVENUE SERVICE PROJECT ENTERPRISE AGENCY ASSETS DEBT (ONLY)
40,533 $ 8,306 $ 0% 242280 $ 167 $ 1351 $ 0% 0% 74,637
445,014 51,075 0 0 17,362 0 0 0 513,451
37,776 2,023 0 0 14,684 0 0 381,885 436,368
90,220 9,340 0 0 9,930 0 0 53,739 163,229
7911 146 1,106 292 0 0 0 0 9,455
0 3,000 0 0 0 0 0 0 3,000
1,094,457 28,849 246,500 46,766 5,682 0 0 0 1,422,254
0 0 0 0 0 28,285 0 0 28,285
0 0 0 0 0 2,117 0 0 2,117
0 0 0 0 0 0 0 33,437 33,437
0 0 0 0 0 0 0 2,025,000 2,025,000
39,478 0 0 0 0 0 0 39,478
1,755,389 102,739 247,606 71,338 47,825 31,753 0 2,494,061 4,750,711
0 0 0 0 0 0 7,280,401 0 7,280,401
0 0 0 0 19,763 0 0 0 19,763
391,070 7,791 66,251 7,702 0 0 0 0 472,814
2,160 0 0 0 0 0 0 0 2,160
14,540 0 0 0 0 0 0 14,540
29,280 0 0 0 0 0 0 0 29,280
117,505 0 0 0 0 0 0 0 117,505
0 0 540,851 0 0 0 0 0 540,851
151,430 18,474 0 29,527 0 2,145 0 0 201,576
595,253 269,221 0 72,314 0 33,607 0 0 970,395
1,301,238 295,486 607,102 109,543 19,763 35,752 7,280,401 0 9,649,285
3,056,627 $ 398,225 $ 854,708 $ 180,881 $ 67,588 $ 67,505 $ 7,280,401 $ 2,494,061 $ 14,399,996

See Accompanying Notes to the General Purpose Financial Statements.



CARDINGTON-LINCOLN LOCAL SCHOOL DISTRICT

COMBINED STATEMENT OF REVENUE, EXPENDITURES AND CHANGES IN FUND BALANCES

ALL GOVERNMENTAL FUND TYPESAND EXPENDABLE TRUST FUNDS

JUNE 30, 2001

FIDUCIARY
GOVERNMENTAL FUND TYPES FUND TYPES
TOTAL
SPECIAL DEBT CAPITAL EXPENDABLE (MEMO)
GENERAL REVENUE SERVICE PROJECT TRUST ONLY
REVENUES:-
Property taxes $ 1,889,572 $ 41592 $ 337,767 $ 58597 $ 0% 2,327,528
Intergovernmental 4,857,054 651,148 63,381 79,573 0 5,651,156
Interest 103,478 5,828 0 0 2,606 111,912
Tuition 13,402 40 0 0 0 13,442
Extracurricular activities 0 196,400 0 0 0 196,400
Other revenue 46,143 4,000 0 0 2,251 52,394
Tota revenues 6,909,649 899,008 401,148 138,170 4,857 8,352,832
EXPENDITURES:-
Current;-
Instruction;-
Regular 2,971,506 216,854 0 71,620 0 3,259,980
Special 352,110 302,704 0 0 0 654,814
Vocational 224,653 0 0 0 0 224,653
Other 336,944 0 0 0 7,714 344,658
Supporting services;-
Pupils 194,257 4,905 0 0 0 199,162
Instructional staff 217,541 29,643 0 0 0 247,184
Board of Education 52,077 0 0 0 1,254 53,331
Administration 590,114 101,808 0 1,000 0 692,922
Fiscal 162,572 1,099 9,126 1,708 0 174,505
Operation & maintenance - plant 692,415 14,467 0 0 0 706,882
Pupil transportation 355,447 0 0 0 0 355,447
Community Services 21,673 109,736 0 0 0 131,409
Extracurricular activities 131,634 0 0 0 68 131,702
Facilities services 0 0 0 24,423 0 24,423
Debt service-
Principal retirement 5,000 0 85,000 0 0 90,000
Interest and fiscal charges 2,256 0 138,925 0 0 141,181
Total expenditures 6,310,199 781,216 233,051 98,751 9,036 7,432,253
Excess of revenues over
(under) expenditures 599,450 117,792 168,097 39,419 (4,111) 920,647
OTHER FINANCING SOURCES (USES):-
Operating transfersin 0 0 0 0 0 0
Operating transfers out 0 0 0 0 0 0
Proceeds from sale of assets 4,887 0 0 0 0 4,887
Tota other financing sources (uses) 4,887 0 0 0 0 4,887
Excess of revenues and other financing
sources over expenditures and
other financing sources (uses) 604,337 117,792 168,097 39,419 (4111) 925,534
Fund balances at beginning
of year 699,911 177,694 439,005 70,124 39,863 1,426,597
Decrease in reserve for inventory (3,010) 0 0 0 0 (3,010)
Fund balances at end of year $ 1,301,238 $ 205486 $ 607,102 $ 109,543 $ 35752 $ 2,349,121

See Accompanying Notes to the General Purpose Financial Statements



CARDINGTON-LINCOLN LOCAL SCHOOL DISTRICT

COMBINED STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES

REVENUES:-

Taxes
Intergovernmental
Interest
Tuition and fees
Extracurricular activities
Other revenue

Total revenues

EXPENDITURES:-
Current;-
Instruction;-
Regular
Special
Vocational
Other
Supporting services;-
Pupils
Instructional staff
Board of Education
Administration
Fiscal
Operation & maintenance - plant
Pupil transportation
Community services
Extracurricular activities
Facilities Services
Debt service;
Principal retirement
Interest and fiscal charges
Total expenditures

Excess of revenues over
(under) expenditures

Other financing sources;-
Refund of prior years expenditures
Refund of prior year receipt
Advancesin
Advances out
Proceeds of sale of fixed assets
Total other financing sources (uses)

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

Fund balances at beginning of year

Prior year encumbrances appropriated

Fund balances at end of year

BUDGET (NON-GAAP BASIS) AND ACTUAL

ALL GOVERNMENTAL FUND TYPES

JUNE 30, 2001

GENERAL SPECIAL REVENUE
REVISED FAVORABLE REVISED FAVORABLE
BUDGET ACTUAL (UNFAVORABLE) BUDGET ACTUAL (UNFAVORABLE)
1,563,072 $ 1,563,072 $ 0s 35,077 $ 35,077 $ 0
4,860,103 4,860,103 0 592,321 592,321 0
101,672 101,672 0 5,895 5,895 0
29,050 29,050 0 40 40 0
0 0 0 188,681 188,681 0
54,763 54,763 0 4,000 4,000 0
6,608,660 6,608,660 0 826,014 826,014 0
3,084,268 3,015,211 69,057 219,090 201,845 17,245
353,701 334,778 18,923 313,647 313,580 67
226,566 226,087 479 0 0 0
356,957 356,941 16 0 0 0
202,274 192,997 9,277 4,905 4,905 0
217,943 207,085 10,858 29,884 29,884 0
55,176 53,258 1,918 0 0 0
620,598 601,800 18,798 108,569 105,884 2,685
175,170 156,454 18,716 1,006 1,006 0
765,953 747,560 18,393 23,727 21,667 2,060
452,146 415,368 36,778 0 0 0
45,296 29,596 15,700 0 0 0
131,811 131,754 57 118,414 117,005 1,409
0 0 0 0 0 0
0 0
5,522 5,522 0 0 0 0
2,256 2,256 0 0 0 0
6,695,637 6,476,667 218,970 819,242 795,776 23,466
(86,977) 131,993 218,970 6,772 30,238 23,466
0 0 0 2,464 2,464 0
(2,258) (2,258) 0 0 0 0
4,000 4,000 0 3,000 3,000 0
(3,000) (3,000) 0 (4,000) (4,000) 0
4,887 4,887 0 0 0 0
3,629 3,629 0 1,464 1,464 0
(83,348) 135,622 218,970 8,236 31,702 23,466
904,591 904,591 0 204,936 204,936 0
115,197 115,197 0 26,462 26,462 0
936,440 $ 1,155,410 $ 218970 $ 239,634 $ 263,100 $ 23,466
(Continued)

See Accompanying Notes to the General Purpose Financial Statements.



REVENUES:-
Taxes
Intergovernmental
Earnings on investments
Tuition and fees
Extracurricular activities
Other revenue
Total revenues

EXPENDITURES:-
Current;-

Instruction;-

Regular

Special

Vocational

Other

Supporting services;-

Pupils

Instructional staff

Board of Education

Administration

Fiscal

Operation & maintenance - plant
Pupil transportation
Community services
Extracurricular activities
Facilities services

Debt service;

Principal retirement

Interest and fiscal charges

Total expenditures

Excess of revenues over
(under) expenditures

Other financing sources;-
Refund of prior year expenditures
Refund of prior year receipt
Advancesin
Advances out
Proceeds of sale of fixed assets

Total other financing sources (uses)

CARDINGTON-LINCOLN LOCAL SCHOOL DISTRICT

COMBINED STATEMENT OF REVENUES, EXPENDITURES, AND CHANGESIN FUND BALANCES

BU

DGET (NON-GAAP BASIS) AND ACTUAL

ALL GOVERNMENTAL FUND TYPES

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

other financing uses

Fund balances at beginning of year

Prior year encumbrances appropriated

Fund balances at end of year

JUNE 30, 2001
DEBT SERVICE CAPITAL PROJECTS
REVISED FAVORABLE REVISED FAVORABLE
BUDGET ACTUAL (UNFAVORABLE) BUDGET ACTUAL (UNFAVORABLE)
$ 299,223 $ 299,223 $ 0s$ 52,926 $ 52,926 $ 0
63,381 63,381 0 79,573 79,573 0
0 0 0 0 0 0
0 0 0 0 0 0
0 0 0 0 0 0
0 0 0 0 0 0
362,604 362,604 0 132,499 132,499 0
0 0 0 75,188 75,188 0
0 0 0 0 0 0
0 0 0 0 0 0
0 0 0 0 0 0
0 0 0 0 0 0
0 0 0 0 0 0
0 0 0 0 0 0
0 0 0 1,000 1,000 0
8,517 8,517 0 2,000 1,520 480
0 0 0 0 0 0
0 0 0 0 0 0
0 0 0 0 0 0
0 0 0 0 0 0
0 0 0 55,074 27,671 27,403
0 0
85,000 85,000 0 0 0 0
138,925 138,925 0 0 0 0
232,442 232,442 0 133,262 105,379 27,883
130,162 130,162 0 (763) 27,120 27,883
0 0 0 0 0 0
0 0 0 0 0 0
0 0 0 0 0 0
0 0 0 0 0 0
0 0 0 0 0 0
0 0 0 0 0 0
130,162 130,162 0 (763) 27,120 27,883
383,930 383,930 0 58,813 58,813 0
0 0 0 3,602 3,602 0
$ 514,092 $ 514,092 $ 0$ 61,652 $ 89,535 $ 27,883
(Continued)

See Accompanying Notes to the General Purpose Financia Statements.



CARDINGTON-LINCOLN LOCAL SCHOOL DISTRICT

COMBINED STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES

BUDGET (NON-GAAP BASIS) AND ACTUAL

REVENUES:-

Taxes
Intergovernmental
Earnings on investments
Tuition and fees
Extracurricular activities
Other revenue

Total revenues

EXPENDITURES:-
Current;-

Instruction;-

Regular

Special

Vocational

Other

Supporting services;-

Pupils

Instructional staff

Board of Education

Administration

Fiscal

Operation & maintenance - plant

Pupil transportation
Community services
Extracurricular activities
Facilities services

Debt service;

Principal retirement

Interest and fiscal charges

Total expenditures

Excess of revenues over
(under) expenditures

Other financing sources;-
Refund of prior year expenditures
Refund of prior year receipt
Advancesin
Advances out
Proceeds of sale of fixed assets
Total other financing sources (uses)

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

Fund balances at beginning of year

Prior year encumbrances appropriated

Fund balances at end of year

ALL GOVERNMENTAL FUND TYPES

JUNE 30, 2001

TOTAL (MEMO ONLY)

REVISED
BUDGET

1,950,298 $
5,595,378
107,567
29,090
188,681
58,763
7,929,777

3,378,546
667,348
226,566
356,957

207,179
247,827

55,176
730,167
186,693
789,680
452,146

45,296
250,225

55,074

90,522
141,181
7,880,583

49,194

2,464
(2,258)
7,000
(7,000)
4,887
5,093

54,287
1,552,270

145,261

1,751,818 $

See Accompanying Notes to the General Purpose Financial Statements.
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FAVORABLE

ACTUAL (UNFAVORABLE)
1,950,298 $ 0
5,595,378 0
107,567 0
29,090 0
188,681 0
58,763 0
7,929,777 0
3,292,244 86,302
648,358 18,990
226,087 479
356,941 16
197,902 9,277
236,969 10,858
53,258 1,018
708,684 21,483
167,497 19,196
769,227 20,453
415,368 36,778
29,596 15,700
248,759 1,466
27,671 27,403

0

90,522 0
141,181 0
7,610,264 270,319
319,513 270,319
2,464 0
(2,258) 0
7,000 0
(7,000) 0
4,887 0
5,093 0
324,606 270,319
1,552,270 0
145,261 0
2,022,137 $ 270,319




CARDINGTON-LINCOLN LOCAL SCHOOL DISTRICT
STATEMENT OF REVENUES, EXPENSES
AND CHANGESIN RETAINED EARNINGS
PROPRIETARY FUND TYPE
FOR THE YEAR ENDED JUNE 30, 2001

PROPRIETARY

FUND TY PE
ENTERPRISE

OPERATING REVENUES:-
Tuition and fees $ 1,312
Other operating revenues 565
Sales/charges for services 171,343
Total operating revenues 173,220

OPERATING EXPENSES:-
Personal services 151,245
Contract services 1,413
Materials and supplies 139,701
Depreciation 2,627
Total operating expenses 294,986
Operating loss (121,766)

NON-OPERATING REVENUES:-

Operating grants 89,481
Federal commaodities 29,213
Interest revenue 2,684
Total non-operating revenue 121,378
Net loss (388)
Retained earnings at beginning of year 20,151
Retained earnings at end of year $ 19,763

See Accompanying Notes to the General Purpose Financial Statements
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CARDINGTON-LINCOLN LOCAL SCHOOL DISTRICT
STATEMENT OF CASH FLOWS
PROPRIETARY FUND TYPE
FOR THE YEAR ENDED JUNE 30, 2001

PROPRIETARY
FUND TYPE
ENTERPRISE
Cash flows from operating activities:
Cash received from tuition and fees $ 1,312
Cash received from saleg/service charges 171,346
Cash payments for personal services (148,471)
Cash payments for contact services (1,305)
Cash payments for supplies and materials (111,111)
Net cash used in
operating activities (88,229)
Cash flows from noncapita financing activities:
Cash received from operating grants 90,282
Net cash provided by noncapital
financing activities 90,282
Cash flows from capital and related financing activities:
Acquisition of capital assets (2,715)
Net cash used for capital and related
financing activities (2,715)
Cash flows from investing activities:
Interest received 2,774
Net cash provided by investing activities 2,774
Net increasein
cash and cash equivalents 2,122
Cash and cash equivalents at beginning of year 23,448
Cash and cash equivalents at end of year $ 25,560
Reconciliation of operating lossto
net cash used in operating activities:
Operating loss $ (121,766)
Adjustments to reconcile operating loss
to net used in operating activities:
Depreciation 2,627
Federal donated commodities 29,213
Changes in assets and liabilities
Increase in supplies inventory (1,277)
Increase in accounts receivable (562)
Decrease in accounts payable (292)
Increase in accrued wages & benefits 29
Increase in compensated absences payable 2,803
Decrease in pension obligation payable (58)
Decrease in deferred revenue 1,054
Net cash used in
operating activities $ (88,229)

See Accompanying Notes to the General Purpose Financia Statements
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CARDINGTON-LINCOLN LOCAL SCHOOL DISTRICT
MORROW COUNTY, OHIO
NOTESTO GENERAL PURPOSE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2001

NOTE 1 - DESCRIPTION OF THE SCHOOL DISTRICT:-

The Cardington-Lincoln Loca Schoal Didrict (the” Digrict”) islocated primarily in Morrow (and
sarves agndl portion of Marion) County and includes the Village of Cardington and Lincoln
Township. The District serves an area of approximately 85 square miles.

The Didtrict was established in 1840 through the consolidation of existing land areas and school
digricts. The Didtrict is organized under Sections 2 and 3, Article VI of the Condtitution of the
State of Ohio. Under such laws, there is no authority for a school digtrict to have a charter or
adopt locd laws. Thelegidative power of the school digtrict isvested in the Board of Education,
congsting of five members eected at large for staggered four year terms.

The District ranksisthe 440" largest by enrollment among the 682 public and community school
digrictsin the State, and the third largest in Morrow County. It currently operates 1 dementary
school, 1 middle school, and 1 comprehensive high school. The Digtrict employs47 non-oatified
and 84 certified employees to provide services to gpproximately 1,238 students in grades K
through 12 and various community groups.

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: -

Thefinancid statements of the Digtrict have been prepared in conformity with generdly accepted
accounting principles (GAAP) as applied to governmentd units. The Governmental Accounting
Standards Board (GASB) is the accepted standard- setting body for establishing governmenta
accounting and financia reporting principles. The Didrict's Sgnificant accounting policies are
described below.

A. Reporting Entity

TheDidrict’ sreporting entity has been defined in accordance with GASB Statement No. 14,
The Financid Reporting Entity, effective for financid statements for periods beginning after
December 15, 1992. A reporting entity iscomprised of the primary government, component
units, and other organizations that are included to insure that the financiad statements of the
Didrict are not mideading. The primary government consists of dl funds, departments,
boards, and agencies that are not legdly separate from the Didtrict. For the Didtrict, this
includes generd operations, food service, and student related activities of the Didrict.
Component units are legally separate

-12-



CARDINGTON-LINCOLN LOCAL SCHOOL DISTRICT
MORROW COUNTY, OHIO
NOTESTO GENERAL PURPOSE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2001

NOTE 2- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:- (continued)

organizations for which the Didrict is financidly accountable. The Didrict is financidly

accountable for an organization if the Digtrict gopointsavoting mgority of the organization’s
governing board and (1) the Didtrict isableto significantly influencethe programs or services
performed or provided by the organization; or (2) the Didrict is legdly entitled to or can
otherwise access the organization's resources; the Didtrict is legdly obligated or has

otherwise assumed the responsibility to financethe deficits of, or providefinancia support to,
the organization or the Didtrict isobligated for the debt of the organization. Component units
may aso incude organizations that are fiscaly dependent on the Didrict in that the Didtrict
approves the budget, the issuance of debt, or the levying of taxes for the organization. The
financid statements of the reporting entity include only those of the Didtrict (the primary

government). The Didrict has no component units.  The following organizations are

described due to their relationship to the Didtrict.

Jointly Governed Organizations:

Tri- Rivers Educationd Computer Association (TRECA)

TRECA isajointly governed organization among 21 school digricts. TRECA wasformed
for the purpose of applying modern technology (with the aid of computers and other
electronic equipment) to the adminidrative and ingructiona functions of member didricts.
Each of the governments of these schools supports TRECA based upon a per pupil charge,
dependent upon the software package utilized. TRECA isgoverned by aBoard of Directors
conggting of superintendents of themember schoal digtricts. The degree of control exercised
by any participating school digtrict islimited to its representation on the Board. In the event
of the dissolution of TRECA, dl current members will share in net obligations or asset
liquidations in a rétio proportionate to ther last twelve months financid contributions.

Financid information is available from Mike Carder, Director, a 2222 Marion/Mt. Gilead
Road, Marion, Ohio 43302.

Tri-Rivers Joint Vocationa School

The Tri-Rivers Joint VVocationa Schoal (the“JVS’) isadigtinct politica subdivision of the
State of Ohio. The JVS operates under the direction of a Board consisting of one
representative from each of the participating school digtrict’s Board of Educetion, and one
representative from the Delaware Union Educetional Service Center. The VS Board of
Education possessesits own budgeting and taxing authority. Financid informationisavailable
from Terril Martin, Treasurer, at 2222 Marion Mt. Gilead Road, Marion, Ohio 43302.
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Cardington Community Joint Recregtion Board

The Didrict and the Village of Cardington participate in a Joint Recreation Board, crested
under the provisons of Ohio Revised Code, Sections 755.12 to 55.18. The Joint
Recreation Board cons &ts of two representatives from each participant, and one appointed
by the four members. The degree of control exercised by the Didrict is limited to its
representation on the Board. Financid information is available from Louise Mathews,
Treasurer, P.O. Box 63, Cardington, Ohio 43315.

Related Organization:

Cardington Public Library

The Cardington Public Library isadigtinct subdivison of the State of Ohio, created under
Chapter 3375 of the Ohio Revised Code. The Library isgoverned by aBoard of Trustees
gppointed by the Cardington-Lincoln School Didtrict Board of Education. The Board of

Trustees possessesits own contracting and budgeting authority, hiresand fires personnd and
does not depend on the Didtrict for operationad subsidies. AlthoughtheDidtrict doesserveas
the taxing authority for the Library, its role is limited to a minigerid function. The

determination to request approval of a tax, including its rate and the purpose, are
discretionary decisons made soldy by the Board of Trustees. Financid information is
availablefrom the Cardington Public Library, Margaret May, Clerk/Treasurer, at 209 South
Marion Street, Cardington, Ohio 44315.

The Didrict isaso aparticipant in a public entity risk sharing pool, discussed in Note 11.
B. Fund Accounting

The Digtrict usesfunds and account groupsto report itsfinancia position and the results of its
operations. A fund isa separate accounting entity with a self-baancing set of accounts. An
account group, on the other hand, is a financid reporting device designed to provide
accountability for certain assetsand liabilitiesthat are not recorded in the funds because they
do not directly affect net expendable available financia resources. Fund accounting is
designed to demondrate legd compliance and to aid financid management by segregating
transactions related to certain school district activities or functions. Funds are classfied into
three categories. Governmental, Proprietary and Fiduciary. Each category is divided into

separate fund types.
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NOTE 2- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:- (continued)

GOVERNMENTAL FUNDS

Governmental Funds are those through which most governmenta functionsof the Didrict are
financed. The acquigtion, use and balances of the Didtrict's expendable financid resources
and theredated liabilities (except those accounted for in Proprietary Funds) are accounted for
through Governmental Funds. The following are the Didtrict's Governmenta Fund Types:

General Fund - The Generd Fund is the generd operating fund of the Didtrict and is
used to account for al financia resources except those required to be accounted for in
another fund. The Generd fund baance is available to the Didrict for any purpose,
provided it is expended or transferred in accordance with applicable Ohio satute.

Soecial Revenue Funds - The Specia Revenue Funds are used to account for the
proceeds of gpecific revenue sources (other than mgjor capital projects) that arelegdly
restricted to expenditures for specified purposes.

Debt Service Fund - The Debt Service Fund isused to account for the accumul ation of
resourcesfor, and the payment of, generd long-term debt principd, interest, and related
Costs.

Capital Proj ects Funds - The Capitd Projects Fundsare used to account for financia
resources to be used for the acquisition or congtruction of mgjor capital facilities (other
than those financed by Proprietary Funds).

PROPRIETARY FUNDS

Proprietary Funds are used to account for the Didtrict'songoing activitieswhicharesmilar to
those often found in the private sector where the determination of net incomeis necessary or
useful to sound financid adminigration. The following are the Didtrict's Proprietary Fund

Types.
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Enterprise Funds - The Enterprise Funds are used to account for operations that are
(8 financed and operated in amanner Smilar to private bus ness enterprises--where the
intent of the governing body is that the costs (expenses, including depreciation) of
providing goods or services to the generd public on a continuing basis be financed or
recovered primarily through user charges; or (b) where the governing body has decided
that periodic determination of revenues earned, expensesincurred, and/or net incomeis
appropriatefor capita maintenance, public policy, management control, accountability,
or other purposes.

FIDUCIARY FUNDS

Trust and Agency Funds- Thesefundsare used to account for assetsheld by the County in
a trustee capacity or as an agent for individuas, private organizations, other governments,
and/or other funds. Theseinclude Expendable Trust and Agency Funds. Expendable Trust
Funds are accounted for in essentidly the same manner as Governmentd funds. Agency
Funds are custodid in nature (assets equd liabilities) and do not involve measurement of
results of operations, or have a measurement focus. Agency funds are reported on a cash
basis, with note dsclosure regarding items which, in other fund types, would be subject to
accrud.

ACCOUNT GROUPS

Tomakeaclear digtinction between fixed assetsrelated to specific funds and those of genera
government, and between long-term liabilities related to specific funds and those of generd
nature, the following account groups are used:

General Fixed Assets Account Group - This group of accounts is established to
account for al fixed assets of the Didtrict, other than those accounted for in the
Proprietary Funds.

General Long-Term Obligations Account Group - This group of accounts is
established to account for al long-term obligations of the District except those accounted
for in the Proprietary Funds.
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C. Measurement Focus/Basis of Accounting

The accounting and financia reporting trestment applied to a fund is determined by its
measurement focus. All Governmentd funds and the Expendable Trust fund are accounted
for uang acurrent financia resources measurement focus. With thismeasurement focus, only
current assets and current liabilities generdly are included on the balance sheet. Operating
gatements of these funds present increases (revenues and other financing sources) and
decreases (expenditures and other financing uses) in net current assets.

All Proprietary fundsare accounted for on aflow of economic resources measurement focus.
With this measurement focus, dl assets and dl ligbilities associated with the operations of
these funds are included on the balance sheet. Proprietary fund type operating Statements
present increases (revenues) and decreases (expenses) in net total assets.

Themodified accrud basis of accounting isfollowed for Governmental and Expendable Trugt
funds. Under the modified accruad basis of accounting, revenues are recognized when they
become both measurable and available to finance expenditures of the current period, which
for the Didrict issixty days after the June 30 year-end. Revenuesaccrued at the end of the
year includeinteres, tuition, grantsand entitlements (to the extent such grants and entitlements
relateto the current fiscd year), and accounts (student feesand rent). Current property taxes
measurable as of June 30, 2001, but which are intended to finance fisca 2002 operations,
have been recorded as deferred revenues. Ddinquent property taxes measurable and
available (received within 60 days) and amounts available as an advance on future tax
Settlements are recognized as revenue at year-end. Taxes avallable for advance and
recognized as revenue but not received by the Digtrict prior to June 30, 2001, are reflected
asaresarvaion of fund balance for future gppropriations. The Didtrict is prohibited by law
from gppropriating thisrevenuein accordance with ORC Section 5705.35, Snce an advance
of revenue was not requested or received prior to the fisca year-end.

Nonexchange transactions, in which the Didtrict recaives vaue without directly giving equd

vauein return, include property taxes, grants, entitlements and donations. On the modified
accrud basis, revenue from property taxesisrecognized in thefiscd year for which the taxes
arelevied and theresources are available. Revenue from grants, entitlements and donations
is recognized in the fiscd year in which al digibility requirements have been met and the
resources are available.
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The Didtrict reports deferred revenues on its combined balance sheet. Deferred revenues
arisewhen apotential revenue does not meet both the “measurable’” and “available’ criteria
for recognition in the current period. Deferred revenues also arise when resources are
received by the Didtrict beforeit hasalegd claim to them, aswhen grant moniesarereceived
prior to theincurrence of qualifying expenditures. In subsequent periods, when both revenue
recognition criteria are met, or when the government has alegal claim to the resources, the
liability for deferred revenue is removed from the combined baance sheet and revenue is

recogni zed.

Expenditures (decreasesin net financia resources) are recognized intheperiodin which the
fund ligbility isincurred with the following exceptions: generd long-term obligation principa
and interest are reported only when due; and the costs of accumulated unpaid vacation and
sck leave are reported as expenditures in the period in which they will be liquidated with
available financia resources rather than in the period earned by employees. Allocations of
cos, such as depreciation and amortization, are not recognized in Governmenta funds.

The Proprietary funds are accounted for on the accrual basis of accounting. Under the
accrud basis of accounting, revenues are recorded when earned and expenses are recorded
a thetimeliabilitiesareincurred. Thefair vaue of donated commoditiesused during the year
isreported on the operating statement as an expense, with alike amount reported as donated
commodities revenue. Unused donated commodities are reported as deferred revenue.

Onthe accrud basis of accounting, revenue from nonexchange transactions, such as grants,
entitlements and donations, isrecognized in thefiscd year inwhich dl digibility requirements
have been met. The Proprietary funds receive no revenue from property taxes.

D. Budgets

The budgetary processis prescribed by provisions of the Ohio Revised Code and entailsthe
preparation of budgetary documents within an established timetable. The mgor documents
prepared are the tax budget, the certificate of estimated resources, and the appropriation
resolution, dl of which are prepared on the budgetary basis of accounting. The certificate of
estimated resources and the appropriation resolution are subject to amendment throughout
the year with the legal restriction that appropriations cannot exceed estimated resources, as
certified. The specific timetable for fiscd year 2001 isasfollows.
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1.

Prior to January 15 of the preceding year, the Superintendent and Treasurer submit to the
Board of Education a proposed operating budget for the fiscd year commencing the
following July 1. The budget includes proposed expenditures and the means of financing
for dl funds. Public hearings are publicized and conducted to obtain taxpayers

comments. The expressed purpose of this budget document is to reflect the need for
existing (or increased) tax rates.

By no later than January 20, the Board-adopted budget isfiled with the M orrow County
Budget Commission for tax rate determination.

Prior to April 1€, the Board of Education accepts, by formal resolution, thetax rates as
determined by the Budget Commission and receives the Commisson's Certificate of
Estimated Resources which states the projected revenue of each fund. Prior to June 30,
the Didtrict must revise its budget so that tota contemplated expenditures from any fund
during the ensuing year will not exceed the amount stated in the Certificate of Estimated
Resources. The revised budget then serves as abasis for the appropriation measure.
On or about July 1, the Certificate is amended to include any unencumbered balances
from the preceding year as reported by the Digtrict Treasurer. The Certificate may be
further amended during the year if projected increases or decreases in revenue are
identified by the Didtrict Treasurer. The amounts reported in the budgetary statement
reflect the amounts set forth in the final Amended Certificateissued for fiscal year 2001.

By Jduly 1, the annua appropriation resolution is legaly enacted by the Board of
Education a the fund leve of expenditures, whichisthe legd leve of budgetary control.
Although the legd leved of budgetary control was established at the fund level of

expenditures, the budgetary statements present comparisonsat thefund and functionleve

of expenditures as dected by the Didtrict Treasurer. (State Satute permits atemporary
appropriation to be effective wtil no later than October 1 of each year.) Resolution
gppropriations by fund must bewithin the estimated resources as certified by the County
Budget Commission and thetotd of expenditures and encumbrances may not exceed the
appropriation totals.

All funds, other than Agency funds, arelegally required to be budgeted and gppropriated.

Short-term interfund loans are not required to be budgeted since they represent a
temporary cash flow resource, and are intended to be repaid.
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6. Any revisons that dter the total of any fund appropriation must be approved by the
Board of Education.

7. Forma budgetary integration is employed as a management control device during the
year for dl funds congstent with the generd obligation bond indenture and other statutory
provisons. All funds completed the year within the amount of their legdly authorized
cash basis gppropriation.

8. Appropriation amounts are as originaly adopted, or as amended by the Board of
Education through the year by supplementa gppropriations which ether redlocated or
increased the origina appropriated amounts.  All supplemental gppropriations were
legdly enacted by the Board during fiscd 2001, in the following amounts:

Increase
General Fund $ 64,955
Specia Revenue Funds 18,631
Debt Service Fund 6,505
Capital Projects Funds 69,848
Enterprise Funds 60,311
Expendable Trust Fund 4,295
Agency Funds 71,472
Total $206,017

9. Unencumbered appropriaions lapse at year-end. Encumbered appropriations are
carried forward to the succeeding fiscal year and need not be regppropriated. Cash
disbursements plus encumbrances may not legally exceed budgeted appropriationsat the
fund leve.

Encumbrance accounting isutilized with Didrict fundsin the norma course of operations,
for purchase orders and contract-related expenditures. Anencumbranceisareserveon
the available spending authority dueto commitment for afuture expenditure and does not
represent aliability. For Governmenta Fund Types, encumbrances outstanding at year-
end (not recognized as accounts payable) appear as areserve to the fund balance on a
GAAP basis and as the equivaent of expenditures on a nort GAAP budgetary basisin
order to demonstrate legd compliance. Note 15 provides a reconciliation of the
budgetary and GAAP basis of accounting. Encumbrances for Enterprise funds are
disclosed in Note 12 to the financid statements.
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E. Cash and I nvestments

To improve cash management, cash received by the Didrict ispooled. Moniesfor adl funds,
including Proprietary funds, aremaintained inthispoal. Individud fund integrity ismaintained
through the Didtrict’s records. Each fund's interest in the pool is presented as “Equity in
Pooled Cash and Cash Equivaents’ (both unrestricted and restricted) on the combined
bal ance shest.

During fiscal 2001, investmentswere limited to certificates of deposit, which are reported at
COost.

By palicy of the Board of Education, investment earnings are assgned to the Generd fund,
the Food Service fund, the Public School Support fund, the Scholarship fund, the Digtrict-
Managed Activities fund, and the Student-Managed Activitiesfund. During fiscal 2001, the
following funds were credited with more interest revenue than would have been received
based upon its share of investments:

Interest Interest Based
Actudly upon Share of Interest Assigned
Received Investments from Other Funds
Genera $103,478 $66,947 $36,531
Specia Revenue Funds
Public School Support 2,908 2,068 840
District Managed Activities 2,920 1,974 946
Expendable Trust Fund 2,606 2,003 603
Enterprise Fund
Food Service 2,684 917 1,767
Agency Fund
Student Managed Activities 2,750 1,483 1,267

An andlysis of the Treasurer’ s investment account a year-end is provided in Note 4.
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F.

Inventory

Inventories for dl Governmenta funds are vaued a cost (fird-in/firsd-out method). The
purchase method is used to account for inventories. Under the purchase method, inventories
are recorded as expenditures when purchased; however, materia amounts of inventories at
period-end are reported as assets of the respective fund, which are equally offset by afund
ba ance reservewhich indicatesthey are unavailablefor appropriation even though they area
component of reported assets.

Inventories of Proprietary funds are valued at the lower of cost (first-inffirg-out method) or
market and expensed when used rather than when purchased.

. Prepaids

Prepaymentsfor Governmenta funds represent cash disbursementswhich have occurred and
aretherefore not current expendable resources. Theseitems are reported asfund assetson
the balance sheet using the alocation method, which amortizes their cost over the periods
benefiting from the advance payment. At period end, because prepaymentsare not available
to finance future Governmenta fund expenditures, the fund ba anceisreserved by an amount
equal to the carrying vaue of the asst.

H. Fixed Assets and Depreciation

1. General Fixed Assets Account Group

Generdl fixed assetsare capitalized at cost (or estimated historical cost) and updated for
the cost of additionsand retirements during the year inthe Generd Fixed Assets Account
Group. Donated fixed assets are recorded at their fair market values as of the date
donated. The Didtrict followsthe policy of not capitalizing assetswith acost of lessthan
$500 and a useful life of less than three years. The costs of norma maintenance and
repairs that do not add vaue to the asset or materiadly extend an asset’s life, are not
capitalized, nor isinterest on debt issued to congtruct or acquire generd fixed assets. No
depreciation is recognized for assetsin the General Fixed Assets Account Group. The
Didgtrict has not included infrastructure in the Genera Fixed Assets Account Group.
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2. Proprietary Funds

Equipment reflected in these funds are stated a historical cost (or estimated historical
cost) and updated for the cost of additions and retirements during the year. Donated
fixed assets are recorded a their fair market values as of the date donated.
Improvements are capitalized and depreciated over the remaining useful lives of the
related fixed assets.

Depreciation has been provided, where appropriate, on a straight-line basis over the
following estimated ussful lives

Asset Life (years)
Furniture, fixtures and minor equipment 8-20

|. Intergovernmental Revenues

In Governmental Funds, entittements and nonrreimbursable grants are recorded as
receivables and revenue when measurable and available (to the extent such grants and
entitlements relate to the current fisca year). Reimbursement type grants are recorded as
receivables and revenueswhen the related expenditures areincurred. Grantsfor Proprietary
fund operations (excluding commodities) are recognized as revenue when measurable and
earned.

The Didtrict currently participates in various date and federa programs categorized as
follows

Entitlements
General Fund
State Foundation Program
State Property Tax Relief

Special Revenue Funds
Disadvantaged Pupil Impact Aid
State Property Tax Relief
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Debt Service Fund
State Property Tax Relief

Capita Projects Funds
State Property Tax Relief

Non-Reimbursable Grants

Specia Revenue Funds
Teacher Development
Management Information Systems
Title VI-B
Title |
Title VI
Ohio Reads
Venture Capita
Summer Intervention
Library Automation
Textbook/Instructional Materials Subsidy
Chdlenge Grant

Capital Projects Funds
School Net
Technology Equity
Emergency Building Repair

Reimbursable Grants
General Fund
School Bus Purchases
Driver Education

Specia Revenue

Telecommunications (E-rate)

Proprietary Funds
National School Lunch Program

Grants and entitlements amounted to approximately 67% of the Digtrict's operating revenue
during the 2001 fiscal year.
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J.

Interfund Transactions

During the course of norma operations, the Didrict has numerous transactions between
funds. The mogt dgnificant include:

1.

Transfers of resources from one fund to another fund. The resourcestransferred are to
be expended for operations by the receiving fund and are recorded as operating
transfers, with the exception of Agency funds, which do not report transfers of resources
as operating trandfers.

Reimbursements from one fund to another are treated as expenditures/expensesin the
rembursing fund and a reduction in expenditures/expenses in the reimbursed fund.

Short-term interfund loans made pursuant to Board of Education Resolution are reflected
as “interfund loans receivable or payable” Such interfund loans are repaid in the
following fiscd year.

Quas-externd transactions are smilar to the purchase of goods or services from a
vendor; i.e, the fund which provides a service records revenue, and the fund which
receives that service records an expenditure/expense.

Resdua equity transfersare non-recurring or non-routine permanent transfers of equity,
generdly made when afund is closed.

Long-term interfund loans that will not be repaid within the next year are termed
“advances’ and are shown as reservations of fund baances on the combined balance
sheet for those funds that report advancesto other funds as assets because they are not
spendable, available resources.

Anandyssof theDidrict’ sinterfund transactionsfor fisca year 2001 ispresented in Note 5.

. Compensated Absences

Compensated absences of the Didtrict cons st of vacation leave and sick leave to the extent
that payment to the employeefor these absences are atributable to services dready rendered
and are not contingent on a specific event that is outsde the control of the Didrict and the
employee.
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In accordance with the provisions of GASB Statement No. 16, Accounting for Compensated
Absences, aliability for vacation leave is accrued if @) the employees rightsto payment are
attributable to services dready rendered; and b) it is probable that the employer will
compensatethe employeesfor the benefitsthrough paid time off or other means, such ascash
payment at termination or retirement. A ligbility for severance is accrued using the vesting
method; i.e, theliability isbased on the sick |leave accumulated at the bal ance sheet date by
those employees who are currently digible to receive termination (severance) payments, as
well as those employees expected to become digible in the future. For purposes of
edablishing aliability for thisfuture severance digibility, al employeeswith at least ten years
of service with the Didtrict were included.

Thetotd liability for vacation and sck |eave payments has been calculated using pay ratesin
effect a the balance sheet date, and reduced to the maximum payment alowed by labor
contract and/or statute, plus any gpplicable additional sdary related payments.

Accumulated vacation and sick leave of Governmental Fund Type employees meeting the
above requirements have been recorded in the gppropriate Governmenta fund as a current
lidhility to the extent that the amounts are expected to be payable within the curent available
period. The badance of the liability is recorded in the Generd Long-Term Obligations
Account Group. Vacation and sck leave for employees meeting the above requirements
who are paid from Proprietary fundsis recorded as an expense when earned.

L. Long-Term Obligations

In generd, Governmenta fund payablesand accrued ligbilities are reported as obligations of
the funds regardless of whether they will be liquidated with current resources. However,
compensated absences and contractually required pension contributionsthet will bepaid from
Governmentd fundsare reported asaliability in the General Long-Term Obligations Account
Group to the extent that they will not be paid with current available expendable financia

resources. Payments made morethan sixty daysafter year-end are generdly considered not
to have been paid with current availablefinancia resources. Bonds, capitd leases, and long-
term loans are reported as alidbility of the Genera Long-Term Obligations Account Group
until due.

Long-term debt and other obligationsfinanced by Proprietary fundsarereported asliabilities
in the appropriate Proprietary funds.
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M . Fund Equity

Reserved fund balancesindicate that portion of fund equity which isnot availablefor current
gppropriation or is legdly segregated for a specific use. Fund baances are reserved for
encumbrances, materias and supplies inventory, prepayments, debt service, tax revenue
unavailable for appropriation, and capitd improvement. The reserve for property taxes
represents taxes recognized as revenue under GAAP, but not available for gppropriation
under State Satue. The unreserved portions of fund equity reflected for the Governmentd
funds are available for use within the specific purposes of those funds.

N. Statutory Reserves
The Didrict isrequired by State law to set aside certain (cashbasis) Genera fund revenue

amounts, as defined by Statute, into various reserves. During thefisca year ended June 30,
2001, the reserve activity was asfollows:

Capita Budget

Textbooks Acqguisition  Stabilization
Set-aside cash balance as of July 1, 2000 $ 0 % 0 $ 100,583
Current year set-aside requirement 130,139 130,139
Current year contribution 16,922
Qualifying disbursements (130,139) (100,859)
Change in statutory requirement (117,505)
Total 0 29,280 0
Cash balance carried forward to FY 2002 $ 0 $ 29280 $ 0

Amountsof qualifying expenditures presented for textbooksin thetable werelimited to those
necessary to reduce the year end balance to zero.

During fisca year 2001, the Didtrict elected to set-aside atotal of $117,505 for budget

gabilization, whichisno longer required by law. Thisamount isreported as designated fund
balance on the combined balance shest.
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A schedule of the restricted assets at June 30, 2001 follows;

Amount restricted for capital acquisition $29,280
Total restricted assets $29,280

0. Statement of Cash Flows

TheDidrict’ sFinancid Statements have been prepared in accordancewith GASB Statement
No. 9, Reporting Cash Fows of Proprietary and Nonexpendable Trust Funds and
Governmenta Entities That Use Proprietary Fund Accounting. The Didrict has presented
(Exhibit 5) a statement of cash flows for its Enterprisefunds. For purposes of the statement
of cash flows, the Didtrict congders cash equivadents to include dl short term investments
(maturity of 90 days or less from date of purchase).

P. Financial Reporting for Proprietary and Smilar Fund Types

The Digrict' sfinancid statements have been prepared in accordance with GASB Statement
No. 20, Accounting and Financial Reporting for Proprietary Funds and Other Governmental
Entities That Use Proprietary Fund Accounting. The Didgtrict accounts for its Proprietary
activities in accordance with al gpplicable GASB pronouncements, as well as
pronouncements of the Financid Accounting Standards Board (FASB) and its predecessors
issued on or before November 30, 1989, unless those pronouncements conflict with or
contradict GASB pronouncements.

Q. Restricted Assets

Redtricted assets in the Generd fund represent cash and cash equivaents set asde to
establish acapital acquistion reserve. Thisresarveis required by State statute and can be
used only for datutorily-specified purposes. A fund balance reserve has aso been
established. SeeNote 2.N. for statutory reserves. Cashisnot restricted for designations of
fund baance, because designations are not required by statute, and may be changed or
eliminated a management’ s decision.
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NOTE 2- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:- (continued)

R. Memorandum Only - Total Columns

Totd columns on the General Purpose Financia Statements are captioned (Memorandum
Only) to indicate that they are presented only to facilitate financid andyss Datain these
columns do not present financia postion, results of operations, or changes in financid
pogition in conformity with generaly accepted accounting principles. Neither is such data
comparableto aconsolidation. Interfund eiminations have not been madein the aggregation
of this data.

NOTE 3- ACCOUNTABILITY AND COMPLIANCE:-

A. Deficit Fund Balances

Fund balances at June 30, 2001 included the following individud fund deficits:

Deficit Baances
Specia Revenue Funds
Disadvantaged Pupil Impact Aid $ (196)
Ohio Reads (2,082)

These GAAP deficitswill befunded by anticipated futureintergovernmenta revenuesor other
subsidies not recognized and recorded at June 30. The Generd fund providestransfersfor
deficit balances, however, transfers are made when cash isneeded rather than when accruals
occur.

B. Changein Accounting Principle

GASB Statement No. 33, Accounting and Financia Reporting for Nonexchange
Transactions, was implemented during fiscal 2001. This Statement pertains to the financia

reporting of certain types of revenue received by the Digtrict for which no vaueis givenin
return, including derived tax revenues, imposed nonexchange transactions, government-

mandated nonexchangetransactions, and vol untary nonexchangetransactions. The adoption
of this stlatement had no effect on fund balances/retained earnings as previoudy reported by
the Didtrict at June 30, 2000.
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NOTE 4-EQUITY IN POOLED CASH AND INVESTMENTS:-

State statutes classfy monies held by the Didtrict into three categories.

Active deposits are public deposits necessary to meet current demands on the treasury. Such
monies must be maintained elther as cash in the School Didtrict treasury, in commercid accounts
payable or withdrawable on demand, including negotiable order of withdrawa (NOW) accounts,
or in money market deposit accounts.

I nactive depositsare public depositsthe Board of Education hasidentified asnot required for use
within the current two year period of designation of depositories. Inactive depositsmust either be
evidenced by certificates of deposit maturing not later than the end of the current period of
designation of depoditories, or by savings or depost accounts including, but not limited to,
passbook accounts.

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

Protection of the Didtrict’ s depositsis provided by the Federa Deposit Insurance Corporation,
by digible securities pledged by the financid indiitution as security for repayment, by surety
company bonds deposited with the Treasurer by the financid ingtitution or by asingle collatera
pool established by thefinancia inditution to securethe repayment of al public moneys deposited
with the inditution.

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 asto principa and interest by the
United States,

2. Bonds, Notes, Debentures, or any other obligations or securities issued by any federa
government agency or ingrumentdity, including but not limited to, the Federd Nationa
Mortgage Association, Federad Home Loan Bank, Federal Farm Credit Bank, Federa
Home Loan Mortgage Corporation, Government National Mortgage Association, and
Student Loan Marketing Association. All federa agency securitiesshall be direct issuances
of federa government agencies or indrumentdities,
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NOTE 4- EQUITY IN POOLED CASH AND INVESTMENTS:- (continued)

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 mutud funds conssting exdusvely of obligationsdescribed indivison
(2) or (2) and repurchase agreements secured by such obligations, provided that investments
in securities described in this divison are made only through digible indtitutions;

6. The State Treasurer’ sinvestment pool (STAROIO);

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

8. Under limited circumstances, corporate debt instruments rated in either of the two highest
rating classfications by at least two nationaly recognized rating agencies.

Investments in stripped principa or interest obligations, reverse repurchase agreements and
derivatives are prohibited. Theissuance of taxable notesfor the purpose of arbitrage, the use of
leverage and short sdling are dso prohibited. An investment must maturewithinfiveyearsfrom
the date of purchase unless matched to a specific obligation or debt of the Didtrict, and must be
purchased with the expectation that it will be held to maturity. Investments may only be made
through specified deders and inditutions. Payment for investments may be made only upon
delivery of the securitiesrepresenting theinvestmentsto the Treasurer or qudified trusteeor, if the
Securities are not represented by a certificate, upon receipt of confirmation of transfer from the
custodian.

The following information classfies deposits and investments by categories of risk as defined in
GASB Statement No. 3, Depodts With Financid Indtitutions, Investments (including Repurchase
Agreements), and Reverse Repurchase Agreaments.

Deposits: At year-end the carrying amount of the Digtrict’s deposits was $2,361,979 and the
bank bal ance was $2,432,994 (both amountsinclude $539,869 in non- negotiable certificates of
deposit but are exclusive of payrall clearance accounts).
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NOTE 4- EQUITY IN POOLED CASH AND INVESTMENTS:- (continued)

1. Of the bank balance and CDs, $200,000 was covered by federal deposit insurance and
$2,232,994 was covered by collateral held by third party trustees pursuant to Section
135.181 of the Ohio Revised Codein collaterad poolssecuring dl public fundson deposit
with the Didtrict’ s depositories.

2. Collaterd isrequired for demand deposits and certificates of deposts in excess of dl
deposits not covered by federal depository insurance. Obligationsthat may be pledged
ascollaterd are obligations of the United States and its agencies, obligations of the State
of Ohio and its municipalities and obligations of the other Sates.

Obligations pledged to secure deposits must be delivered to a bank aher than the
indtitution in which the deposit ismade. Written custodia agreements are required.

Investments: The Didrict’sinvestments are required to be categorized to give an indication of
the level of risk assumed by the Didrict at year end. Category 1 includes investments that are
insured or registered or for which the securitiesare held by the Didtrict or itsagent inthe Didrict's
name. Category 2 includes uninsured and unregistered investments for which the securities are
held by the counterparty’ strust department or agent in the Didtrict’ sname. Category 3includes
uninsured and unregistered investments for which the securities are held by the counterparty, or
by its trust department or agent but not in the Didtrict’'s name.  The Didrict did not have any
investments (as defined by GASB Statement No. 3) subject to categorization.

NOTE 5-INTERFUND TRANSACTIONS:-

Interfund balances at June 30, 2001, cong & of thefollowing individud interfund loansreceivable

and payable:
Interfund Loans Interfund Loans
Receivable (Payable)
General Fund $3,000
Specia Revenue Fund
Title | $(3,000)
Tota Interfund Loans $3.000 $(3,000)
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NOTE 6 - PROPERTY TAXES--

Property taxes are levied and assessed on a calendar year basis. Distributions from the second
half of the cdendar year occur in anew fisca year and are intended to finance the operations of
that year. Property taxesinclude amountslevied againg dl red, public utility and tangible (usedin
busness) property located in the Didtrict.

Redl property taxesand public utility taxesarelevied after April 1 onthe assessed vauelisted as
of the prior January 1, the lien date. Assessed vaues are established by State law at 35% of
appraised market vaue.

Public utility property taxes are assessed on tangible persond property, as well as land and
improvements. Rea property is assessed at 35% of market value and persond property is
assessed at 100% of market value, except for the personal property of rura eectric companies,
which is assessed at 50% of market vaue, and railroads, which are assessed at 29%.

Tangible persona property taxes attach asalien and arelevied on January 1 of the current year.
Tangible personal property assessments are 25% of true vaue. The first $10,000 of assessed
vaueisexempt from taxation. The Didrict receives adate subsidy in lieu of tax revenue which
would otherwise have been collected.

The assessed vaues upon which the fisca year 2001 taxes were collected are as follows:

2000 Second-Hdf 2001 First-Haf
Collections Collections
Amount Percent Amount Percent
Agricultural/Residential
and Other Red Estate $64,216,080 84.13 $67,027,790 84.12
Public Utility Personal 7,515,660 9.85 7,165,100 8.99
Tangible Personal Property 4,596,260 6.02 5,487,300 6.89

$76,328000 10000  $79680190  100.00

Tax rate per $1,000 of

assessed valuation:
Operations $27.60 $27.60
Debt Service 4.79 3.79
Permanent Improvements 1.00 1.00

-33-



CARDINGTON-LINCOLN LOCAL SCHOOL DISTRICT
MORROW COUNTY, OHIO
NOTESTO GENERAL PURPOSE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2001

NOTE 6 - PROPERTY TAXES:- (continued)

Red property taxes are payable annudly or semi-annudly. If paid annudly, payment is due
January 20; if paid semi-annudly, thefirgt payment isdue January 20 with the remainder payable
by June 20.

The Morrow County Treasurer collects property tax on behdf of the Didrict. The County
Auditor periodicaly remitsto the Didtrict itsportion of thetaxes collected. Thesetax "advances'
are based on datutory cash flow collection rates. Find "settlements’ are made each February
and Augudt.

Accrued property taxes receivable represent delinquent taxes outstanding and redl property,
persond property, and public utility taxes which became measurable as of June 30, 2001.
Although total property tax collections for the next fiscd year are measurable, they are not
(exclusive of advances) intended to finance current year operations. The net receivable (totdl
receivable less amount available intended to finance the current year) is therefore offset by a
credit to deferred revenue.

Taxes available for advance and recognized as revenue but not received by the Digtrict prior to
June 30, 2001, are reflected as a reservation of fund baance for future appropriations. The
Didtrict is prohibited by law from gppropriating this revenue in accordance with ORC Section
5705.35, since an advance of revenue was not requested or received prior to thefisca year-end.
Available tax advances at June 30, 2001 totaled $472,814, in the Generd fund; $391,070, in
the Debt Service fund; $66,251, in the Permanent Improvements fund; $7,702, and in the
Maintenance fund; $7,791.

NOTE 7 - FIXED ASSETS -

A summary of the changes in the Generd Fixed Assets Account Group during the fiscal year

follows
Bdance Balance

July 1, 2000 Increases Decreases June 30, 2001
Land/Improvements $ 114,735 $ 114,735
Buildings 3,154,451 3,154,451
Furniture/Equipment 2,391,169 $207,757 2,598,926
Vehicles 910,366 910,366
Books 501,923 501,923
$7,072,644 $207,757 $7,280,401
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NOTE 7 - FIXED ASSETS:- (continued)

There was no significant congtruction in progress.

A summary of the Proprietary fixed assets at June 30, 2001 follows.

Furniture and Equipment $ 161,119
Less Accumulated Depreciation (140,045)
Net Fixed Assets $ 21,074

NOTE 8 —RECEIVABLES:-

Receivables at June 30, 2001 consisted of taxes, accounts (rent and student fees), interest, and
intergovernmentd grants and entitlements (to the extent such grants and entitlementsrelaeto the
current fisca year). All receivablesare congdered collectiblein full dueto the ability to foreclose
for the nonpayment of taxes, the stable condition of State programs, and the current year
guarantee of federa funds.

A summary of the principd items of receivables follows:

Amounts

General Fund

Real Taxes - Current & Delinquent $1,684,770
Specia Revenue Funds

Taxes - Current & Delinquent 40,316

Due From Other Governments 64,120
Debt Service Fund

Taxes - Current and Delinquent 340,616
Capita Projects Funds

Taxes - Current & Delinquent 61,820
Enterprise Funds

Due From Other Governments 12,561
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NOTE 9- NOTESPAYABLE :-

In the fiscd year ended June 30, 2000, the Didrict issued a genera obligation revenue
anticipation note for the purpose of paying for new bleachers on thefootbdl field. Thenoteisa
generd obligation of the Didtrict for which the full faith and credit of the Didtrict are pledged for
repayment. The note is a liability of the Genera fund, which received the proceeds upon
issuance. Thefollowing isadescription of the Didrict’s note outstanding as of June 30, 2001:

Interest  Issue Maturity ~ Origind  Outstanding Retiredin ~ Outstanding
Purpose Rate Date Date Amount 07/01/00 Fiscal 2001 06/30/01
New

Bleachers  5.00% 08/25/99 08/25/06  $45,000 $45,000 $(5,522) $39.478

NOTE 10- LONG-TERM OBLIGATIONS:-

1. All current generd obligation bonds outstanding, issued to provide fundsfor theimprovement
and renovation of fadilities, are generd obligations of the Didrict for which the full faith and
credit of the Didtrict is pledged for repayment. Accordingly, such unmatured obligations of
the Didrict are accounted for in the Genera Long-Term Obligations Account Group.
Payments of principa and interest relating to these bonds are recorded as expendituresin the
Debt Service fund. The source of payment is derived from a current 3.79 (average) mill
bonded debt tax levy.

The bonds were issued on May 1, 1992. The issue is comprised of $680,000 in serid
bonds, and $1,930,000 in term bonds.

The term bonds maturing on December 1, 2013, are subject to mandatory sinking fund
redemption a a redemption price equa to 100 percent of the principal amount redeemed,
plus accrued interest to the redemption date, according to the following schedule:

Year Amount Year Amount
2002 $ 95,000 2009 $145,000
2003 95,000 2010 155,000
2004 100,000 2011 165,000
2005 110,000 2012 170,000
2006 120,000 2013 190,000
2007 125,000 2014 200,000
2008 135,000 2015 220,000
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NOTE 10- LONG-TERM OBLIGATIONS:- (continued)

Seriad bonds maturing after December 1, 2001, are subject to redemption at the sole option of the
Didtrict ether in whole or in part, on any date on or after December 1, 2001, in integrd multiples
of $5,000, at the following redemption prices, plus accrued interest to the redemption date:

Redemption Dates Redemption

(Dates Inclusive) Prices
December 1, 2001 through November 30, 2002 102%
December 1, 2002 through November 30, 2003 101%
December 1, 2003 and thereafter 100%

The following is a description of the Cardington-Lincoln bonds outstanding as of June 30,

2001
Bonds Bonds
Interest  Issue Maturity Original  Outstanding  Retired in  Outstanding
Purpose Rate Date Date Amount 07/01/00  Fiscal 2001 06/30/01
Building

Renovation 7.50% 5/01/92 12/01/14 $2,610,000 $2,110,000 $(85,000) $2,025,000

B. In1991, the Didrict received aloan from the U.S. Environmentd Protection Agency for an
ashestos abatement project. Theloan isinterest free aslong as the Didtrict remains current
on repayment. This loan is a generd obligation of the Didrict for which the full faith and
credit of the Didrict are pledged for repayment. The outstanding baance of the loan is
reported in the Generd Long-Term Obligations Account Group. Paymentsarerecorded as
expenditures of the Genera fund, from current operating revenue. The following schedule
describes the loan outstanding at June 30, 2001

Interest Issue  Maturity Origind Outstanding  Retired  Outstanding
Purpose Rate Date Date Amount 07/01/00 in 2001 _06/30/2001
Asbestos
Abatement none  4/20/91 12/01/14  $85,937 $38,437 $(5,000) $33.437
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NOTE 10 - LONG-TERM OBLIGATIONS:- (continued)

C. Thefollowing is a summary of the Didrict's future annua debt service requirements to

maturity:
Principa on Interest on

Year Ending Generd Obligation General Obligation  Asbestos
June 30 Bonds Bonds Loan Tota
2002 $ 95,000 $ 135,312 $ 5000 $ 235312
2003 95,000 127,380 5,000 227,380
2004 100,000 121,110 5,000 226,110
2005 110,000 114,510 5,000 229,510
2006 120,000 107,250 5,000 232,250

2007 - 2011 725,000 407,550 8,437 1,140,987

2012 - 2015 780,000 133,980 913,980
Total $2,025,000 $1,147,092 $33437  $3.205,529

D. Duringtheyear ended June 30, 2001, thefollowing changes occurred inligbilitiesreportedin
the Generd Long-Term Obligations Account Group. Compensated absences and the
pension obligation will be paid from the fund which the employee is paid.

Balance Baance
July 1, 2000 Increase Decrease  June 30, 2001
Compensated Absences $ 371,948 $ 9,937 $ 381,885
Genera Obligation Bonds 2,110,000 $ (85,000) 2,025,000
Pension Obligation Payable 56,843 53,739 (56,843) 53,739
Asbestos Loan 38,437 (5,000) 33,437
TOTAL $2,577,228 $63,676 $(146,843) $2,494,061

E. Legd Debt Margin
The Ohio Revised Code provides that the total net indebtedness of the Didtrict shdl never
exceed 9% of the total assessed valuation of the Didtrict. The code further provides that
unvoted indebtedness shdl not exceed 1/10 of 1% of the property vauation of the Didtrict.

Theeffects of these debt limitations at June 30, 2001 are avoted debt margin of $5,753,319
(including available funds of $607,102) and an unvoted debt margin of _$79,680.
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NOTE 11 - RISK MANAGEMENT:-

1. Property and Liability

The Didtrict is exposed to various risks of loss related to torts; theft of, damage to, and
destruction of assts; errors and omissons; injuries to employees, and naturd disasters.
During fiscd year 2001, the Didtrict contracted for the following insurance coverages:

Nationwide Insurance

Totd Policy Coverage - indudes the following:
Buildings and Contents - replacement cost ($500 deductible) $18,612,700
Inland Marine Coverage ($500 deductible)
Boiler and Machinery ($1,000 deductible)

Automobile Liability 2,000,000
Uninsured Motorist 2,000,000
Medica Payments- per person 3,000
Generd Schooal Didtrict Liability
Per Occurrence 1,000,000
Totd per Year 5,000,000

Settled claims have not exceeded this commercid coverage in any of the past three years.
There has not been a ggnificant reduction in insurance coverage from the prior year.

2. OSBA Worker's Compensation Group Rating

The Didtrict participates in the Ohio School Boards Association Workers Compensation
Group Rating Program (GRP), an insurance purchasing pool. The GRP's business and
affairs are conducted by athree member Board of Directors congsting of the President, the
President- Elect and the Immediate Past President of the Ohio School Boards Association.
The Executive Director of the OSBA, or hisdesignee, servesas coordinator of the program.

Each year, the participating school digtricts pay an enrollment fee to the GRP to cover the
cods of administering the program.
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NOTE 11 - RISK MANAGEMENT:- (continued)

Theintent of the GRPisto achieve the benefit of areduced premium for the Didtrict by virtue
of its grouping and representation with other participants in the GRP. The workers

compensation experience of the participating school didtrictsis calculated as one experience
and a common premium rate is gpplied to dl schoal digrictsin the GRP. Each participant
paysitsworkers compensation premium to the State based on the rate for the GRP rather
than itsindividud rate. Totd savings are then caculated and each participant’s individud

performance is compared to the overal savings percentage of the GRP. A participant will

then either receive money from or be required to contribute to the “ Equity Pooling Fund”.
This*equity pooling” arrangement insures that each participant shares equaly in the overdl

performance of the GRP. Participation in the GRPislimited to school districtsthat can meet
the GRP s sdection criteria The firm of GatesMcDonad & Co. Provides adminidrative,
cost control and actuaria services to the GRP.

3. Group Hedth and Dentd Insurance

TheDidrict offersgroup lifeinsurance and accidenta desth and dismemberment insuranceto
al employeesthrough Medicd Life Insurance Company. The Didrict offersemployee group
medica/surgicd benefitsthrough Medica Mutud of Ohio. Depending upon the plan chosen,
the employees share a portion of the cost of the monthly premium with the Board. The
premium varies with employee depending on the terms of the union contract. Dentd

insurance is offered by the Didrict to dl employees through Medica Mutud of Ohio.

Regardiess of the plan utilized by the employees, dl group benfit plans are traditiondly
funded, and the Didtrict does not retain any risk of loss.

Post employment hedlth careis provided to plan participantsor their beneficiariesthroughthe

respective retirement systems discussed in Note 14.  As such, no funding provisons are
required by the Digtrict.
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NOTE 12 - SEGMENT INFORMATION - ENTERPRISE FUNDS: -

The Didrict maintains two Enterprise funds to account for the operations of Food Service and
Uniform School Supply Sdes. The table below reflects, in a summarized format, the more
ggnificant financid data relating to the Enterprise Funds of the Didrict as of and for the year
ended June 30, 2001.

Uniform Total
Food School Enterprise
Service Supplies Funds
Operating Revenue $ 171,343 $ 1,877 $ 173,220
Depreciation 2,627 2,627
Operating Loss (118,685) (3,081) (121,766)
Non-operating revenues:
Operating grants 89,481 89,481
Donated commodities 29,213 29,213
Net income (loss) 2,693 (3,081) (388)
Net Working Capital 6,320 7,053 13,373
Total Assets 60,507 7,081 67,588
Fixed Assets:
Additions 2,715 2,715
Long-Term Liabilities
Payable from
Fund Revenues 14,684 14,684
Total Fund Equity 12,710 7,053 19,763
Encumbrances 1,639 3,042 4,681
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NOTE 13 - DEFINED BENEFIT PENSION PLANS:-

1.

SCHOOL EMPLOYEES RETIREMENT SYSTEM

The Didtrict contributes to the School Employees Retirement System of Ohio (SERS), a
cost-sharing multiple employer defined benefit penson plan. SERS provides basic
retirement and disability benefits, cost-of-living adjustments, and death benefits to plan
members and beneficiaries. Authority to establish and amend benefits is established by
Chapter 3309 of the Ohio Revised Code. SERS issues a publicly avallable, sand-aone
financid report that includes financid statements and required supplementary information.
The report may be obtained by writing to the School Employees Retirement System, 45
North Fourth Street, Columbus, Ohio 43215-3634.

Plan members are required to contribute 9 percent of their annua covered sdary and the
Didtrict isrequired to contribute at an actuariadly determined rate, which wasl4 percent for
2001; 4.2 percent was the portion to fund pension obligations. The contribution rates of
plan members and employers are established and may be amended by the School
Employees Retirement Board, up to maximum amounts alowed by State statute. The
adequacy of the contribution rates is determined annualy. The Didrict’'s required
contributions for pension obligations to SERS for the fiscd years ended June 30, 2001,
2000, and 1999 were $122,597, $110,600, and $58,134, respectively; 43 percent has
been contributed for fisca year 2001 and 100 percent for the fiscal years 2000 and 1999.
$69,624, which represents the unpaid contribution for fiscal year 2001, is recorded as a
ligbility within the respective funds and the Generd Long- Term Obligations Account Group.

STATE TEACHERS RETIREMENT SYSTEM

The Didtrict contributes to the State Teachers Retirement System of Ohio (STRS), acost-
sharing multiple employer public employee retirement sysem administered by the State
Teachers Retirement Board. STRS provides basic retirement benefits, disability, survivor,
and hedth care benefits based on digible service credit to members and beneficiaries.
Benefits are established by Chapter 3307 of the Ohio Revised Code. STRS issues a
publicly avalable financid report that includes financid daiements and required
supplementary information for STRS. The report may be obtained by writing to the State
Teachers Retirement System, 275 East Broad Street, Columbus, Ohio 43215-3771.
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NOTE 13 - DEFINED BENEFIT PENS ON PL ANS:- (continued)

Plan members are required to contribute 9.3 percent of their annua covered salary and the
Didtrict is required to contribute 14 percent; 9.5 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 District’s required
contributions for pension obligations to STRS for the fiscd years ended June 30, 2001,
2000, and 1999 were $464,631, $487,857, and $161,527, respectively; 83 percent has
been contributed for fiscal year 2001 and 100 percent for the fisca years 2000 and 1999.
$78,752, which represents the unpaid contribution for fiscal year 2001, is recorded as a
ligbility within the respective funds.

3. SOCIAL SECURITY SYSTEM

Effective July 1, 1991, dl employeesnot otherwise covered by the STRS or the SERS have
an option to choose Socia Security or the SERSSTRS. Asof June 30, 2001, members of
the Board of Education have dected Socid Security. TheBoard' sliability is6.2 percent of

wages pad.

NOTE 14 - POSTEMPLOYMENT BENEFITS -

The Didrict provides comprehensve hed th care benefitsto retired teachers and their dependents
through the STRS, and to retired non-certified employees and their dependents through the
SERS. Bendfitsinclude hospitdization, physicians fees, prescription drugs, and reimbursement
of monthly Medicare premiums. Benefit provisons and the obligations to contribute are
established by the Systems based on authority granted by State satute. Both systemsarefunded
on a pay-as-you-go basis.

The State Teachers Retirement Board has statutory authority over how much, if any, of the hedlth
care costs will be absorbed by STRS. Most benefit recipients are required to pay aportion of
hedlth care cost in theform of amonthly premium. By Ohio law, the cost of coverage paid from
STRSfunds shal beincluded in the employer contribution rate, currently 14 percent of covered
payroll. For thisfisca year, the Board alocated employer contributionsequa to 4.5 percent of
covered payroll to the Hedlth Care Reserve Fund. For the Didtrict, thisamount equaed $99,208
during the 2001 fiscd year.



CARDINGTON-LINCOLN LOCAL SCHOOL DISTRICT
MORROW COUNTY, OHIO
NOTESTO GENERAL PURPOSE FINANCIAL STATEMENTS
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NOTE 14 - POSTEMPLOYMENT BENEFITS:- (continued)

STRS pays hedlth care benefitsfrom the Hedlth Care Reserve Fund. Thebadanceinthe Hedth
Care Reserve Fund was $3.419 hillion at June 30, 2000 (the latest information available). For
the year ended June 30, 2000, net health care costs paid by STRS were $283.137 million and
there were 99,011 digible benefit recipients.

For SERS, coverage is made available to service retirees with ten or more fisca years of

qualifying service credit, disability, and survivor benefit recipients. Membersretiring on or after
August 1, 1989, with less than twenty-five years of service credit must pay a portion of their
premium for hedth care. The portion isbased on years of service up to amaximum of 75 percent
of the premium.

For this fisca year, employer contributions to fund hedth care benefits were 9.8 percent of
covered payroll. In addition, SERS levies a surcharge to fund hedlth care benefits equd to 14
percent of the difference between a minimum pay and the member’s pay, pro-rated for partia
service credit. For fiscal year 2001, 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 leve for the hedth care fund.

Thetarget leve for the hedth care reserve is 150% of annua hedth care expenses. Expensesfor
hedth careat June 30, 2000 (thelatest information available), were $140.7 million and the target
leved was$211.0 million. At June 30, 2000, SERS had net assetsavailable for payment of hedth
care benefits of $252.3 million and therewere gpproximately 50,000 participants receiving health
care benefits.  For the Didrict, the amount to fund hedth care bendfits, including surcharge,
equaled $95,061 during the 2001 fisca year.

NOTE 15- BUDGETARY BASISOF ACCOUNTING:-

Whilereporting financid position, results of operations, and changesin fund balance on the basis
of generaly accepted accounting principles (GAAP), the budgetary basis as provided by law is
based upon accounting for certain transactions on abasis of cash receipts and disbursements.
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NOTE 15 - BUDGETARY BASI S OF ACCOUNTING:- (continued)

The Combined Statement of Revenue, Expenditures, and Changesin Fund Balances - Budget
and Actud - All Governmental Fund Types is presented on the budgetary basis to provide a
meaningful comparison of actuad results with the budget. The mgor differences between the
budget basis and the GAAP basis are that:

(@ Revenues are recorded when received in cash (budget bass) as opposed to when
susceptible to accrual (GAAP basis);

(b) Expendituresarerecorded when paidin cash (budget basis) asopposed to whentheligbility
isincurred (GAAP basis);

(©) In order to determine compliance with Ohio law, and to reserve that portion of the
gpplicable appropriation, encumbrances are recorded as the equivalent of an expenditure
(budget basis) as opposed to areservation of fund balancefor Governmentd funds (GAAP
bass).

(d) Proceedsfromand principa paymentson bond and revenue anticipation notes are reported
on the operating statement (budget basis) rather than as ba ance sheet transactions (GAAP
bass).

The adjustments necessary to convert the results of operationsfor the year on the budget basisto
the GAAP bassfor the Governmentd funds are asfollows:
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NOTE 15 - BUDGETARY BASIS OF ACCOUNTING:- (continued)

Excess (Deficiency) of Revenues and Other Financing
Sour ces Over/(Under) Expenditures and Other
Financing Uses

Governmental Fund Types

Specid Debt Capitd
Generd Revenue Service Projects
Fund Funds Fund Fund

Budget Basis $135,622 $ 31,702 $130,162 $27,120
Net Adjustment for

Revenue Accruals 305,989 69,007 38,544 5,671
Net Adjustment for

Expenditure Accruas (26,692) (8,217) (609) (22,898)
Net Adjustment for

Other Sources/(Uses) 1,258 (1,464)
Net Adjustment for

Fund Reclassification 555
Adjustment for

Encumbrances 188,160 26,209 29,526
GAAP Basis $604,337 $117,792 $168,007 $39.419

NOTE 16 - CONTINGENT LIABILITIES:--

A. Grants

The Didtrict receives sgnificant financia assstance from numerous federd, state and local
agencies in the form of grants. The disbursement of funds received under these programs
generaly requires compliance with termsand conditions specified in the grant agreementsand
issubject to audit by the grantor agencies. Any disdlowed cdlams resulting from such audits
could become a liahility of the General Fund or other applicable funds. However in the
opinion of management, any such disalowed daimswill not have amaterid effect on any of
thefinancid stlatements of the individua fund typesincluded herein or on the overdl financid
position of the Digtrict at June 30, 2001.
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NOTE 16 - CONTINGENT LIABILITIES:- (continued)

B. Litigation
The Didrict was not involved in litigation as ether plaintiff or defendant at period end.
C. School Funding Decision

On September 6, 2001, the Ohio Supreme Court issued its latest opinion regarding the
State’ s school funding plan. The decision identified aspects of the current plan that require
modification if the plan isto be congdered condtitutiond, including:

A change in the school didtricts that are used as the basis for determining the base cost
support amount. Any change in the amount of funds distributed to school didrictsasa
result of this change must be retroactive to July 1, 2001, athough a time line for

distribution is not specified.

Fully funding parity ad no later than the beginning of fiscal year 2004 rather then fisca
year 2006.

The Supreme Court relinquished jurisdiction over the case based on anticipated compliance
with its order.

Ingenerd, it isexpected that the decison would resultin anincreasein State funding for most
Ohio school didtricts. However, as of the balance sheet date, the Ohio General Assembly is
dill andyzing the impact this Supreme Court decison will have on funding for individud

school digtricts. Further, the State of Ohio, inamotion filed September 17, 2001, asked the
Court to reconsider and clarify the parts of the decision changing the school ditrictsthat are
used as the badis for determining the base cost support amount and the requirement that
changes be made retroactive to July 1, 2001.

As of the date of these financid statements, the Didtrict is unable to determine the effect, if
any, this decison will have on its future State funding and on its financia operations.
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NOTE 17 - SUBSEQUENT EVENT:-

On September 19, 2001, the Digtrict issued $1,929,996 in genera obligation bondsto refund
the cdlable portion of its Series 1992 generd obligation building renovation bonds. The
Didrict will make one additiond principa payment on the Series 1992 bonds on December
1, 2001, after which these bonds will be consdered defeased (in-substance) and will be
removed from the Didtrict’s outstanding liabilities.



CARDINGTON-LINCOLN LOCAL SCHOOL DISTRICT
SCHEDULE OF FEDERAL AWARDS EXPENDITURES

JUNE 30, 2001
FEDERAL NON-CASH
FEDERAL GRANTOR/ CFDA NON-CASH DISBURSE- DISBURSE-
PASS- THROUGH GRANTOR NUMBER RECEIPTS RECEIPTS MENTS  MENTS
U.S. DEPARTMENT OF AGRICULTURE:-
Pass-Through Ohio Department
of Education
Nutrition Cluster;
Food Distribution Program 10550 $ 0 $ 30186 $ -0- $ 29213
National School Lunch Program 10.555 85481 -0- 85481 -0
Total U.S. Department of Agriculture -
Nutrition Cluster 85,481 30,186 85,481 29,213
U.S. DEPARTMENT OF EDUCATION:-
Pass-Through Ohio Department
of Education
Specia Education Grants to States
(IDEA Part B) 84.027 95,030 -0- 95,235 -0
Grants to Local Educational
Agencies (ESEA Titlel) 84.010 _ 205,069 -0 200,809 -0
Total Specia Education Cluster 300,099 -0 296,044 -0
Innovative Educational Program
Strategies 84.298 5,828 -0 6,595 -0
Class Size Reduction 84.340 57,498 -0 46,146 -0
God's 2000 84.276 27,000 -0- 9,793 -0
Reading Excellence 84.338 48,905 -0 7,936 -0
Drug Free Program 84.186 4,905 -0 4,905 -0
Eisenhower Grant 84.281 12,504 -0 10,012 -0
Tota Department of Education 456,739 -0 381,431 -0
U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES-
Passed through Ohio Dept. of MRDD
Community Alternative Funding System 93.778 19,968 -0 1,166 -0
Tota Federal Assistance $ 562188 $ 30186 $ 468,078 $_ 29213

The accompanying notes are an integral part of this statement.
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CARDINGTON-LINCOLN LOCAL SCHOOL DISTRICT
NOTES TO SCHEDULE OF FEDERAL AWARDS RECEIPTSAND EXPENDITURES
JUNE 30, 2001

NOTE A —SIGNIFICANT ACCOUNTING POLICIES-

The accompanying Schedule of Federal Awards Recelpts and Expenditures (the “ Schedul€’) summarizes
activity of the Didtrict’ s federal award programs. The Schedule has been prepared on the cash basis of
accounting.

NOTE B —FOOD DISTRIBUTION:-

Nonmonetary assistance, such as food received from the U.S. Department of Agriculture, is reported in the
Schedule as the fair market value of the commodities received and consumed. Cash receipts from the U.S.
Department of Agriculture are commingled with State grants. It is assumed federal monies are expended first.



HOLBROOK & MANTER
BUSINESS SERVICES

REPORT ON COMPLIANCE AND ON INTERNAL CONTROL
OVER FINANCIAL REPORTING BASED ON AUDIT OF FINANCIAL STATEMENTS
PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Board of Education

Cardington-Lincoln Local School District
Morrow County

Cardington, Ohio 43315

We have audited the financia statements of Cardington-Lincoln Loca School District as of and for the year ended
June 30, 2001 and have issued our report thereon dated November 28, 2001. We conducted our audit in accordance
with generally accepted auditing standards and the standards applicable to financial audits contained in Government
Auditing Sandards, issued by the Comptroller Genera of the United States.

Compliance

As part of obtaining reasonable assurance about whether Cardingtor+Lincoln Local School District’s financial
statements are free of material misstatement, we performed tests of its compliance with certain provisions with laws,
regulation, contracts and grants, noncompliance with which could have a direct and material effect on the
determination of financial statement amounts. However, providing an opinion on compliance with those provisions
was hot 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 Sandards.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered Cardington-Lincoln Local School District’s interna control over
financia reporting in order to determine our auditing procedures for the purpose of expressing our opinion on the
financia statements and not to provide assurance on the internal control over financial reporting.
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Our consideration of the interna control over financia reporting would not necessarily disclose al mattersin the
internal control over financia reporting that might be material weaknesses. A materia weaknessisaconditionin
which the design or operation of one or more of the internal control components does not reduce to ardatively low
level the risk that misstatements in amounts that would be materia in relation to the general-purpose financial
statements being audited may occur and not be detected in atimely period by employees in the norma course of
performing their assigned functions. We noted no matters involving the interna control over financia reporting and
its operation that we consider to be material weaknesses. However, we aso noted other matters involving the internal
control over financial reporting that we have reported to the management of Cardington-Lincoln Local School District
in a separate letter dated November 28, 2001.

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

Wtdisoste § Wfaats

Certified Public Accountants

November 28, 2001
Marion, Ohio
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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

Board of Education

Cardington-Lincoln Local School District
Morrow County

Cardington, OH 43315

Compliance

We have audited the compliance of Cardington-Lincoln Local School District (the District) with the
types of compliance requirements described in the U.S. Office of Management and Budget (OMB)
Circular A-133 Compliance Supplementthat are applicable to each of its magjor federal programs for the
year ended June 30, 2001. The Digtrict’s mgjor federa 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 mgjor federa
programs is the responsibility of the District’s management. Our responsibility isto express anopinion
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 financia audits contained in Gover nment Auditing Standards, issued by the
Comptroller Generd of the United States, and OMB Circular A-133, Audits of Sates, 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 amajor federa
program occurred. An audit includes examining, on atest basis, evidence about the Didtrict’ 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 alega determination on the District’s compliance with those requirements.

In our opinion, the District complied, in al material respects, with the requirements referred to above that
are applicable to each of its mgjor federal programs for the year ended June 30, 2001.
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Internal Control Over Compliance

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

Our consideration of the internal control over compliance would not necessarily disclose al mattersin
the internal control that might be material weaknesses. A material weaknesses is a condition in which
the design or operation of one or more of the interna control components does not reduce to arelatively
low level the risk that noncompliance with applicable requirements of laws, regulations, contracts and
grants that would be material in relation to a magjor federal program being audited may occur and not be
detected within atimely period by employeesin the norma course of performing their assigned
functions. We noted no matters involving the interna control over compliance and its operation that we
consider to be material wesknesses.

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

parties.
WM & V]ata

Certified Public Accountants

November 28, 2001
Marion, Ohio



CARDINGTON-LINCOLN LOCAL SCHOOL DISTRICT

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

JUNE 30, 2001

1. SUMMARY OF AUDITOR'SRESULTS

Type of Financid Statement Opinion Unqualified
Were there any material control weakness No
conditions reported at the financial statement level

(GAGAYS)?

Were there any other reportable control weakness No
conditions reported at the financia statement level

(GAGAY9)?

Was there any reported noncompliance at the No
financia statement level (GAGAS)?

Were there any materid interna control weakness No
conditions reported for major federal programs?

Type of Mgor Programs Compliance Opinion Unqualified
Are there any reportable findings under 8.510 No

Magjor Programs (list):

Grants to Local Educationd
Agencies (ESEA Titlel) CFDA
84.010

Dollar Threshold: Type A\B Programs Type A> $300,000
TypeB: dl others
Low Risk Auditee? Yes

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

NONE

3. FINDINGS AND QUESTIONED COSTS FOR FEDERAL AWARDS

NONE




CARDINGTON-LINCOLN LOCAL SCHOOL DISTRICT
SCHEDULE OF PRIOR AUDIT FINDINGS AND QUESTIONED COSTS
JUNE 30, 2001

No prior audit findings and questioned costs.



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

CARDINGTON-LINCOLN LOCAL SCHOOL DISTRICT

MORROW COUNTY

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

desan Toubbitt

CLERK OF THE BUREAU

CERTIFIED
JANUARY 22, 2002



	Cover
	Table of Contents
	Financial Section
	Schedule of Findings
	Compliance Section
	Schedule of Findings

		2002-01-12T10:16:44-0500
	Susan Babbitt
	<none>




