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STATE OF OHIO

REPORT OF INDEPENDENT ACCOUNTANTS

Board of Education

Upper Arlington City School District
1950 North Mallway

Upper Arlington, Ohio 43221

We have audited the accompanying general purpose financial statements of the Upper Arlington City School
District, Franklin County, Ohio (the District) as of and for the year ended June 30, 2001, as listed in the table
of contents. These general purpose financial statements are the responsibility of the District’'s management.
Ourresponsibility is to express an opinion on these general purpose financial statements based on our audit.

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

We were unable to obtain sufficient, competent evidence to support the amounts reported as property, plant,
and equipment in the financial statements.

In our opinion, except for the effects of such adjustment, if any, as might have been determined to be
necessary had we been able to determine the accuracy of the amounts reported as property, plant, and
equipment, the general purpose financial statements referred to above presentfairly, in all material respects,
the financial position of the Upper Arlington City School District, Franklin County, Ohio, as of June 30, 2001,
and the results of its operations and the cash flows of its proprietary funds for the year then ended in
conformity with accounting principles generally accepted in the United States of America.

As described in Note 19 to the general purpose financial statements, the District adopted Governmental
Accounting Standards Board Statements 33 and 36 as of and for the year ended June 30, 2001.

As described in Note 19 to the general purpose financial statements, certain corrections were made to
restate fund balance as of July 1, 2000.

In accordance with Government Auditing Standards, we have also issued our report dated December 3,
2001 on our consideration of the District’'s internal control over financial reporting and our tests of its
compliance with certain provisions of laws, regulations, contracts and grants. That reportis 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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We performed our audit to form an opinion on the general purpose financial statements of the District, taken
as a whole. The accompanying schedule of federal awards receipts and expenditures is presented for
additional analysis as required by U.S. Office of Management and Budget Circular A-133, Audits of States,
Local Governments, and Non-Profit Organizations, and is not a required part of the general purpose financial
statements. We subjected this information to the auditing procedures applied in the audit of the general
purpose financial statements and, in our opinion, is fairly stated, in all material respects, in relation to the
general purpose financial statements taken as a whole.

JIM PETRO
Auditor of State

December 3, 2001
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ASSETS AND OTHER DEBITS
Cash and investments
Restricted cash and investments
Receivable:

Taxes

Intergovernmental

Accrued interest

Accounts
Due from other funds
Inventory
Property and plant and equipment
Amount available in debt service fund
Amount to be provided for retirement of
general long term debt

TOTAL ASSETS AND OTHER DEBITS

LIABILITIES:
Accounts payable
Accrued wages and benefits
Compensated absences payable
Due to other:
Governments
Funds
Other
Deferred revenue
Accrued Interest payable
Capital lease payable
General obligations bonds and notes payable

Total Liabilities

FUND EQUITY AND OTHER CREDITS:
Investment in general fixed assets
Retained earnings

Fund balance:

Reserved for future years appropriations
Reserved for encumbrances

Reserved for inventory and prepaid assets
Reserved for budgetary stabilization
Unreserved

TOTAL FUND EQUITY
AND OTHER CREDITS

TOTAL LIABILITIES
AND FUND EQUITY

Upper Arlington City School District
Combined Balance Sheet
All Fund Types and Account Groups

June 30, 2001

Governmental Fund Types

Special Debt Capital
General Revenue Service Projects
$ 9,122,146 1,080,785 1,562,366 1,177,713
285,453 - - -
36,624,000 - 3,101,600 -
- 49,500 - -
94,381 2,605 15,674
1,071 11,689 - 10,877
1,039,550 - - -
21,720 58,052 - -
$ 47,188,321 1,202,631 4,679,640 1,188,590
$ 695,869 188,202 16,532 235,361
5,871,204 92,801 - -
748,404 -
815,800 15,401 - -
- 35,050 - 1,000,000
33,311,720 - 2,819,280 -
- - - 24,449
- - - 300,000
41,442,997 331,454 2,835,812 1,559,810
3,312,367 - 282,293 -
786,108 93,847 - 683,029
21,720 58,052 - -
285,453 - - -
1,339,676 719,278 1,561,535 (1,054,249)
5,745,324 871,177 1,843,828 (371,220)
$ 47,188,321 1,202,631 4,679,640 1,188,590

See accompanying notes to the general purpose financial statements



Proprietary

Fiduciary

Totals

Fund Types Fund Types Account Groups Memorandum Only
Expendable Trust General General Long

Enterprise and Agency Fixed Assets Term Obligation 2001
604,545 524,061 - - 14,071,616
- - - - 285,453
- - - - 39,725,600
1,253 - - - 50,753
- - - - 112,660
10,057 1,638 - - 35,332
- - - - 1,039,550
25,072 - - - 104,844
58,236 - 73,768,371 - 73,826,607
- - - 1,843,828 1,843,828
- - - 45,909,207 45,909,207
699,163 525,699 73,768,371 47,753,035 177,005,450
39,871 48,064 - - 1,223,899
43,533 - - - 6,007,538
102,562 8,463 - 4,985,733 5,845,162
5,651 1,753 - 365,000 1,203,605
4,500 - - - 1,039,550
- 287,401 - - 287,401
12,217 - - - 36,143,217
- - - - 24,449
- - - 1,232,936 1,232,936
- - - 41,169,366 41,469,366
208,334 345,681 - 47,753,035 94,477,123
- - 73,768,371 - 73,768,371
490,829 - - - 490,829
- - - - 3,594,660
- - - - 1,562,984
- - - - 79,772
- - - - 285,453
- 180,018 - - 2,746,258
490,829 180,018 73,768,371 - 82,528,327
699,163 525,699 73,768,371 47,753,035 177,005,450




Upper Arlington City School District
Combined Statement of Revenues, Expenditures and Change in Fund Balance
All Governmental Fund Types and Similar Trust Funds
For the Fiscal Year Ended June 30, 2001

Governmental Fund Type

Special Debt
General Revenue Service
REVENUES:
Taxes $ 41,664,975 - 3,741,492
Intergovernmental
Federal Restricted Grants - in - Aid 8,835 582,655 -
State:
Unrestricted Grants - in - Aid 9,018,316 39,600 -
Restricted Grants - in - Aid 27,010 1,119,822 484,121
Investment Income 979,272 20,101 125,712
Co-Curricular Activities 95,986 1,302,164 -
Tuition and Fees 50,018 24,292 -
Other 774,850 121,492 -
Total Revenues 52,619,262 3,210,126 4,351,325
EXPENDITURES:
Current:
Instruction Services:
Regular 26,710,420 69,762 -
Special 3,744,222 182,821 -
Vocational 98,715 - -
Total Instructional Services 30,553,357 252,583 -
Support Services:
Operation and maintenance of plant 4,833,118 110 -
School administration 3,035,715 48,202 -
Instructional staff 4,496,537 401,034 -
Pupils 3,112,444 63,880 -
Business operations 1,715,761 - 39,404
Student transportation 1,062,773 15,943 -
Central services 1,283,369 22,883 -
General administration 56,586 - -
Total Support Services 19,596,303 552,052 39,404
Extracurricular activities 1,150,298 1,333,217 -
Community services - 975,351 -
Capital outlay 773,138 6,863 -
Debt service:
Principal retirement 532,100 - 2,075,000
Interest and fiscal charges 46,727 - 2,120,214
Total Expenditures 52,651,923 3,120,066 4,234,618
Excess (deficiency) of revenues
over expenditures (32,661) 90,060 116,707
OTHER FINANCING SOURCES (USES):
Proceeds from capital lease obligations 802,915 - -
Proceeds from issuance of notes - - -
Transfer in - 115,793 -
Transfers out (1,140,793) - (165,500)
Total Other Financing Sources (Uses) (337,878) 115,793 (165,500)
Excess (deficiency) of revenues and other
financing sources over expenditures and
other financing uses (370,539) 205,853 (48,793)
Fund balances at beginning of year, as restated 6,115,863 665,324 1,892,621
Fund balances at end of year $ 5,745,324 871,177 1,843,828

See accompanying notes to the general purpose financial statements



Governmental Fiduciary Total
Fund Type Fund Type (Memorandum

Capital Expendable Only)
Projects Trust 2001

- - 45,406,467

- - 591,490

- - 9,057,916

66,775 - 1,697,728

37,430 6,541 1,169,056

- - 1,398,150

- - 74,310

18,644 3,279 918,265

122,849 9,820 60,313,382

70,290 - 26,850,472

- - 3,927,043

- - 98,715

70,290 - 30,876,230

21,051 - 4,854,279

- - 3,083,917

- - 4,897,571

- - 3,176,324

92,444 359 1,847,968

- - 1,078,716

- - 1,306,252

- - 56,586

113,495 359 20,301,613

- 112 2,483,627

- 19,486 994,837

746,064 - 1,526,065

- - 2,607,100

41,426 - 2,208,367

971,275 19,957 60,997,839

(848,426) (10,137) (684,457)

- - 802,915

575,000 - 575,000

1,165,500 - 1,281,293

- (18,152) (1,324,445)

1,740,500 (18,152) 1,334,763

892,074 (28,289) 650,306

(1,263,294) 208,307 7,618,821

(371,220) 180,018 8,269,127




UPPER ARLINGTON CITY SCHOOL DISTRICT
COMBINED STATEMENT OF REVENUES, EXPENDITURES AND CHANGES
IN FUND BALANCES-- BUDGET AND ACTUAL --
ALL GOVERNMENTAL FUND TYPES-- BUDGET BASIS
YEAR ENDED JUNE 30, 2001

GENERAL FUND

VARIANCE

REVISED FAVORABLE

BUDGET ACTUAL (UNFAVORABLE)
REVENUES:
Taxes $39,459,896 39,932,967 473,071
Intergovernmental 8,398,284 9,054,161 655,877
Investment income 855,000 1,001,866 146,866
Tuition fees 46,000 50,018 4,018
Extracurricular Activities 87,000 95,986 8,986
Gifts and Donations - - -
Miscellaneous 509,683 702,397 192,714
TOTAL REVENUES 49,355,863 50,837,395 1,481,532

EXPENDITURES:
Instructional services:

Regular 26,407,564 26,327,664 79,900
Special 3,452,031 3,446,543 5,488
Vocational 153,343 153,343 -
Other - - -
TOTAL INSTRUCTIONAL SERVICES 30,012,938 29,927,550 85,388

Support services:

Pupils 3,210,148 3,200,148 10,000
Instructional staff 4,618,499 4,580,176 38,323
Board of Education 42,616 42,616 -
School administration 3,111,326 3,081,485 29,841
Fiscal services 1,089,759 1,089,759 -
Business operations 462,417 462,417 -
Operation and maintenance of plant 5,104,148 5,104,148 -
Student transportation 1,199,810 1,171,810 28,000
Central services 1,573,193 1,573,193 -
TOTAL SUPPORT SERVICES 20,411,916 20,305,752 106,164

Facilities acquisition and

construction services 210 210 -
Extracurricular Activities 976,368 976,368 -
Community services - - -
Repayment of debt - - -
TOTAL EXPENDITURES 51,401,432 51,209,880 191,552

Excess (deficiency) of revenues over expenditures (2,045,569) (372,485) 1,673,084
OTHER FINANCING SOURCES (USES):

Other 6,000 982 (5,018)
Transfers in - 380,381 380,381
Transfers out (1,140,793)  (1,140,793) -
Advances in 1,359,512 1,359,512 -
Advances out (1,039,550) (1,039,550) -
Refund of prior year expenditures (receipts) 4,682 70,400 65,718
Pass through payments (41,152) - 41,152
Proceeds from sale of notes - - -
TOTAL OTHER FINANCING SOURCES (USES) (851,301) (369,068) 482,233

Excess (deficiency) of revenues
and other financing sources over

expenditures and other financing uses (2,896,870) (741,553) 2,155,317
Prior year encumbrances appropriated 630,769 630,769 -
FUND BALANCES AT BEGINNING OF YEAR 8,373,612 8,373,612 -
FUND BALANCES (DEFICIT) AT END OF YEAR $ 6,107,511 8,262,828 2,155,317

See accompanying notes to the general purpose financial statements.



UPPER ARLINGTON CITY SCHOOL DISTRICT

SPECIAL REVENUE FUNDS

DEBT SERVICE FUND

VARIANCE
REVISED FAVORABLE
BUDGET ACTUAL  (UNFAVORABLE)

2,033,374 1,927,544 (105,830)

14,941 17,496 2,555
15,000 23,310 8,310
1,330,319 1,293,998 (36,321)
6,000 15,600 9,600
92,000 188,730 96,730
3,491,634 3,466,678 (24,956)
246,692 205,773 40,919
221,815 192,147 29,668
53,254 49,928 3,326
500 - 500
522,261 447,848 74,413
117,864 66,458 51,406
472,023 406,137 65,886
48,202 48,202 -
110 110 -
21,501 15,655 5,846
36,467 23,883 12,584
696,167 560,445 135,722
6,852 6,852 -
1,635,117 1,359,191 275,926
1,051,696 950,397 101,299
3,012,003 3,324,733 587,360
(420,459) 141,945 562,404
106,793 115,793 9,000
30,550 39,550 9,000
(206,026)  (206,088) (62)
(30,291) (27,665) 2,626
(346,378)  (346,378) -
(445352) _ (424,788) 20,564
(865,811)  (282,843) 582,968
193,094 193,094 .
906,769 906,769 -
234,052 817,020 582,968

VARIANCE
REVISED FAVORABLE
BUDGET ACTUAL  (UNFAVORABLE)
3,973,321 3,628,641 (344,680)
477,753 484,121 6,368
5,000 122,116 117,116
4,456,074 4,234,878 (221,196)
44,977 44,977 -
44,977 44,977 -
5235714 5235714 -
5,280,691 5,280,691 -
(824,617)  (1,045,813) (221,196)
900,000 875,000 (25,000)
900,000 875,000 (25,000)
75,383 (170,813) (246,196)
1,733,179 1,733,179 -
1,808,562 1,562,366 (246,196)




UPPER ARLINGTON CITY SCHOOL DISTRICT

COMBINED STATEMENT OF REVENUES, EXPENDITURES AND CHANGES
IN FUND BALANCES-- BUDGET AND ACTUAL --

ALL GOVERNMENTAL FUND TYPES-- BUDGET BASIS

YEAR ENDED JUNE 30, 2001

CAPITAL PROJECT FUND

VARIANCE
REVISED FAVORABLE
BUDGET ACTUAL (UNFAVORABLE)

REVENUES:

Taxes - - -
Intergovernmental 68,169 66,775 (1,394)
Investment income 20,000 26,553 6,553
Tuition fees - - -
Extracurricular Activities - - -
Gifts and Donations - - -
Miscellaneous 11,500 11,500 -
TOTAL REVENUES 99,669 104,828 5,159
EXPENDITURES:

Instructional services:

Regular 112,099 72,844 39,255
Special - - -
Vocational - - -
Continuing - - -
TOTAL INSTRUCTIONAL SERVICES 112,099 72,844 39,255
Support services:

Pupils - - -
Instructional staff 1,434 - 1,434
Board of Education - - -
School administration - - -
Fiscal services - - -
Business operations 119,408 119,408 -
Operation and maintenance of plant 21,051 21,051 -
Student transportation - - -
Central services - - -
TOTAL SUPPORT SERVICES 141,893 140,459 1,434
Facilities acquisition and

construction services 1,338,795 1,338,795 -
Extracurricular Activities - - -
Community services - - -
Repayment of debt - - -
TOTAL EXPENDITURES 1,592,787 1,552,098 40,689
Excess (deficiency) of revenues over expenditures (1,493,118)  (1,447,270) 45,848
OTHER FINANCING SOURCES (USES):
Other 1,700 1,700 -
Transfers in 1,000,000 1,000,000 -
Transfers out (998) - 998
Advances in 914,324 1,000,000 85,676
Advances out (1,157,936) (1,157,936) -
Refund of prior year expenditures (receipts) - 5,444 5,444
Pass through payments - - -
Proceeds from sale of notes - - -
TOTAL OTHER FINANCING SOURCES (USES) 757,090 849,208 92,118

Excess (deficiency) of revenues
and other financing sources over
expenditures and other financing uses (736,028) (598,062) 137,966

Prior year encumbrances appropriated 555,301 555,301 -
FUND BALANCES AT BEGINNING OF YEAR 495,033 495,033 -
FUND BALANCES (DEFICIT) AT END OF YEAR 314,306 452,272 137,966

See accompanying notes to the general

purpose financial statements.
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UPPER ARLINGTON CITY SCHOOL DISTRICT

(TOTALS MEMORANDUM ONLY)

VARIANCE
REVISED FAVORABLE
BUDGET  ACTUAL  (UNFAVORABLE)
43,433,217 43,561,608 128,391
10,977,580 11,532,601 555,021
894,941 1,168,031 273,090
61,000 73,328 12,328
1,417,319 1,389,984 (27,335)
6,000 15,600 9,600
613,183 902,627 289,444
57,403,240 58,643,779 1,240,539
26,766,355 26,606,281 160,074
3,673,846 3,638,690 35,156
206,597 203,271 3,326
500 - 500
30,647,298 30,448,242 199,056
3,328,012 3,266,606 61,406
5,091,956 4,986,313 105,643
42,616 42,616 -
3,159,528 3,129,687 29,841
1,134,736 1,134,736 -
581,825 581,825 -
5,125,309 5,125,309 -
1,221,311 1,187,465 33,846
1,609,660 1,597,076 12,584
21,294,953 21,051,633 243,320
1,345,857 1,345,857 -
2,611,485 2,335,559 275,926
1,051,696 950,397 101,299
5235714 5235714 -
62,187,003 61,367,402 819,601
(4,783,763)  (2,723,623) 2,060,140
7,700 2,682 (5,018)
1,106,793 1,496,174 389,381
(1,141,791)  (1,140,793) 998
2,304,386 2,399,062 94,676
(2,403,512)  (2,403,574) (62)
(25,609) 48,179 73,788
(387,530)  (346,378) 41,152
900,000 875,000 (25,000)
360,437 930,352 569,915
(4,423,326)  (1,793,271) 2,630,055
1,379,164 1,379,164 -
11,508,593 11,508,593 -
8,464,431 11,094,486 2,630,055
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Upper Arlington City School District
Combined Statement of Revenues, Expenses and Changes
in Retained Earnings -- Enterprise Funds
For the Fiscal Year Ended June 30, 2001

ENTERPRISE
FUNDS
2001

OPERATING REVENUES

Food Service Sales $ 973,845
Charges for Service 1,890,723
Miscellaneous 8,830
TOTAL OPERATING REVENUES 2,873,398
OPERATING EXPENSES:

Personal services 1,476,378
Employee benefits 372,201
Purchased services 140,849
Materials and supplies 805,145
Depreciation 13,974
Other 13,798
TOTAL OPERATING EXPENSES 2,822,345
OPERATING INCOME 51,053
NON- OPERATING REVENUES:

Interest 320
Donated commodities 32,079
Operating grants 33,324
TOTAL NON- OPERATING REVENUES 65,723
INCOME BEFORE OPERATING TRANSFER 116,776
Operating transfer in 43,152
NET INCOME 159,928
BEGINNING RETAINED EARNINGS 330,901
ENDING RETAINED EARNINGS $ 490,829

See accompanying notes to the general purpose financial statements.
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Upper Arlington City School District
Combined Statement of Cash Flows
Enterprise Funds
For the Fiscal Year Ended June 30, 2001

CASH FLOWS FROM OPERATING ACTIVITIES:
Operating income

ADJUSTMENTS TO RECONCILE OPERATING
LOSS TO NET CASH PROVIDED BY
(USED IN) OPERATING ACTIVITIES:
Depreciation
Donated commaodities
Increase in receivable
Increase in inventory
Decrease in accounts payable
Decrease in due to other governments
Increase in due to other funds
Increase in deferred revenue
Increase in accrued liabilities

TOTAL ADJUSTMENTS
Net cash provided from operating activities

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES
Purchase of fixed assets

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES:

Operating grants
Operating transfers

NET CASH FLOWS PROVIDED BY NONCAPITAL FINANCING ACTIVITIES

CASH FLOWS FROM INVESTING ACTIVITIES
Interest

INCREASE IN CASH AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR

CASH AND CASH EQUIVALENTS AT END OF YEAR

See accompanying notes to the general purpose financial statements.
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ENTERPRISE
FUNDS

$ 51,053

13,974
32,079
(3,184)
(449)
(37,810)
(39,267)
4,500
5,283
42,561

17,687

68,740

(46,725)

32,071
43,152

75,223

320
97,558

506,987

$ 604,545
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UPPER ARLINGTON CITY SCHOOL DISTRICT, OHIO
NOTESTO THE GENERAL PURPOSE FINANCIAL STATEMENTS
JUNE 30, 2001

NOTE 1 - DESCRIPTION OF THE SCHOOL

TheUpper Arlington City School District (the"District") operatesunder alocally elected five member Board
and provides educational services as authorized by its charter or further mandated by state/or federal
agencies. The Board controlsthe District’ snineinstructional facilities, staffed by 171 classified personnel,
551 certified full-time teaching personnel and administrative employeesto provide servicesto studentsand
other community members.

TheDistrictislocated in Upper Arlington, Ohio, Franklin County. The enrollment for the District during the
2001 fiscal year was 5356. The District operates one early childhood center (PS), five elementary schools
(K-5), two middle school (6-8), and a high school (9-12).

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Thesignificant accounting policiesfollowed in the preparation of thesefinancial statementsare summarized
below. These policiesconformto generally accepted accounting principles (GAAP) for local governmental
unitsas prescribed inthe statementsissued by the Governmental Accounting StandardsBoard (the"GASB")
and other recognized authoritative sources. TheDistrict aso appliesFinancial Accounting Standards Board
Statementsand | nterpretationsissued prior to November 30, 1989, toitsproprietary activities, provided they
do not conflict with or contradict GASB pronouncements.

A. Financial Reporting Entity

The reporting entity is composed of the primary government. The primary government consists of
al funds, departments, boardsand agenciesthat arenot legally separatefromthe District. For Upper
Arlington City School District, thisincludes general operations, food service, preschool and student
related activities of the District.

The District reviewed potential component units for possible inclusion in the reporting entity.
Component unitsarelegally separate organi zationsfor which the District isfinancially accountable.
The District would be financially accountable for an organization if the District appointed avoting
majority of the organization’s governing board and (1) the District was able to significantly
influencethe programsor services performed or provided by the organization; or (2) theDistrict was
legally entitled to or can otherwise access the organizations' resources; the District was legally
obligated or has otherwise assumed the responsibility to finance the deficits of or provide financial
support to, the organization; or the District was obligated for the debt of the organization.
Component units may also include organizations that are fiscally dependent on the District in that
the District approvesthe budget, theissuance of debt or thelevying of taxes. The District identified
no component units that meet these criteria.

15



Upper Arlington City School District, Ohio
Notesto the General Purpose Financial Statements (continued)

Financia Reporting Entity (Continued)

The Upper Arlington City School District is a participating member of the Rockbridge Academy
(Academy). The Academy isajoint venture consisting of a consortium of five school districts.
The Academy was formed for the purpose of providing alternative education servicesto at risk
students. The Academy and the District’s participation is discussed in Note 16 to the Genera
Purpose Financial Statements.

Basis of Presentation - Fund Accounting

The District uses funds and account groups to report on its financial position and the results of its
operations. Fund accounting is designed to demonstrate legal compliance and to aid financial
management by segregating transactions related to certain District functions or activities.

A fund is defined as afiscal and accounting entity with a self-balancing set of accounts recording
cash and other financial resources, together with all related liabilities and residual equities or
bal ances, and changestherein, which are segregated for the purpose of carrying on specific activities
or attaining certain objectivesin accordancewith special regulations, restrictionsor limitations. An
account group isafinancia reporting device designed to provide accountability for certain assets
and liabilities that are not recorded in the funds because they do not directly affect net expendable
available resources.

For financial statement presentation purposes, the various funds of the District are grouped as
follows:

Governmental Funds

Governmental funds are those through which most governmental functions of the District are
financed. Theacquisition, useand balances of the District’ sexpendabl e financial resourcesand the
related current liabilities, except those accounted for in proprietary or fiduciary funds, are accounted
for through governmental funds. The governmental fund category includes:

The Genera Fundisthegeneral operating fund of the District and isused to account for all financial
resources, except those required to be accounted for in another fund.

Specia Revenue Fundsare established to account for the proceedsof specific revenue sources (other

than expendable trusts or major capital projects) that are legally restricted to expenditure for
specified purposes.
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Notesto the General Purpose Financial Statements (continued)

Basis of Presentation - Fund Accounting (Continued)

Governmental Funds (Continued)

The Debt Service Fund is used to account for the accumulation of resources for, and the payment
of, general long-term debt principal, interest and related costs not being financed by proprietary
funds.

Capital Projects Funds are used to account for financial resources to be used for the acquisition of
fixed assetsor construction of major capital facilities(other thanthosefinanced by proprietary funds
and trust funds).

Proprietary Funds

Proprietary funds are used to account for the District’ songoing activities, which are similar to those
foundintheprivate sector. All assets, liabilities, equities, revenues, expenses, and transfersrelating
to the District’ s business and quasi-business activities, where net income and capital maintenance
are measured, are accounted for through proprietary funds.

Enterprise Funds are used to account for operations that are financed and operated in a manner
similar to private business enterprises where the intent of the Board of Education is that the costs
(expenses, including depreciation) of providing goods or services to the general public on a
continuing basis be financed or recovered primarily through user charges or where the Board of
Education had decided that periodic determination of revenuesearned, expensesincurred and/or net
income is appropriate for capital maintenance, public policy, management control, accountability
or other purposes.

Fiduciary Funds

Fiduciary funds are used to account for assets held by the District in atrustee capacity or as an agent
for individuals, private organizations, other governments, and other funds.

Expendable Trust Funds account for assets held by a governmental unit in atrustee capacity or as
an agent for individuals, private organizations, other governmental units and/or other funds.
Expendable trust funds are accounted for and reported as governmental funds.

Agency Funds are purely custodial and thus do not involve measurement of results of operations.
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Basis of Presentation - Fund Accounting (continued)

Account Groups

To make a clear distinction between fixed assets related to specific funds and those of general
government, and between long-term liabilitiesrel ated to specific fundsand those of ageneral nature,
the following account groups are used:

General Fixed Assets Account Group - Thisaccount group is established to account for al
fixed assets of the District, other than those accounted for in the proprietary or trust funds.

Genera Long-Term Obligations Account Group - This account group is established to
account for all long-term obligationsand certain other liabilitiesof the District except those
accounted for in the proprietary or trust funds.

M easurement Focus and Basis of Accounting

The accounting and financial reporting treatment applied to afund is determined by its
measurement focus. All governmental fund types and expendable trust funds are accounted for
using aflow of current financial resources measurement focus. With this measurement focus,
only current assets and current liabilities are generally included on the balance sheet. Operating
statements of these funds present increases (i.e., revenues and other financing sources) and
decreases (i.e., expenditures and other financing uses) in net current assets.

All proprietary funds and non-expendable trust funds are accounted for on a flow of economic
resources measurement focus. With this measurement focus, all assets and all liabilities
associated with the operation of these funds are included on the balance sheet. Fund equity (i.e.,
net total assets) is segregated into contributed capital and retained earnings components.
Proprietary fund type operating statements present increases (e.g., revenues) and decreases (e.g.,
expenses) in net total assets.

Basis of accounting refers to when revenues and expenditures or expenses are recognized in the
accounts and reported in the financial statements. Basis of accounting relates to the timing of the
measurements made.

Themodified accrual basisof accountingisfollowed for the governmental and agency funds. Under
thisbasis, revenuesare recognized in the accounting period when they become both measurable and
available. "Measurable” means the amount of the transaction can be determined and "available"
means collectiblewithinthe current fiscal year or soon enough thereafter to be used to pay liabilities
of thecurrent fiscal year. TheDistrict considersrevenuesavailableif they are collected within sixty
days after fiscal year end, or in the case of current property taxes, available for advance to the
Disgtrict at the fiscal year end by the County Auditor.
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M easurement Focus and Basis of Accounting (Continued)

In applying the susceptible to accrual concept under the modified accrual basis, the following
revenue sourcesare deemed both measurableand avail abl e; investment earnings, tuition, grants, and
property taxes available for advance, and student fees.

TheDistrict reportsdeferred revenues on its combined balance sheet. Deferred revenuesarisewhen
potential revenue does not meet both the measurable and available criteria for recognition in the
current period. In the subsequent period, when both revenue recognition criteria are met, the
liability for deferred revenue is removed from the combined balance sheet and revenue is
recognized. Property taxesmeasurableasof June 30, 2001, which areintended to financefiscal year
2002 operations, and delinquent property taxes, whose availability is indeterminable, have been
recorded as deferred revenue.

The measurement focus of governmental fund accounting ison decreasesin net financial resources
(expenditures) rather than expenses. Expendituresaregenerally recognizedintheaccounting period
inwhichtherelated fund liability isincurred, if measurable. Principal and interest on general long-
term debt are recorded as fund liabilities when due or when amounts have been accumulated in the
debt servicefund for paymentsto be made early in the following year, and the costs of accumul ated
unpaid vacation and sick leave are reported as fund liabilities in the period in which they will be
liquidated with available financial resources rather than in the period earned by employees.
Allocations of cost, such as depreciation and amortization, are not recognized in the governmental
funds.

Theaccrual basis of accounting is utilized for reporting purposes by the proprietary fund types and
the non-expendable trust fund. Revenues are recognized when they are earned and become
measurable, and expenses are recognized when they are incurred, if measurable. There was no
unbilled service chargesreceivable at year end. Thefair value of donated commoditiesused during
theyear isreported in the operating statement as an expense with alike amount reported as donated
commodities revenue. Unused donated commaodities are reported as deferred revenue.

Budgetary Data

The budgetary process is prescribed by provisions of the Ohio Revised Code and entails the
preparation of budgetary documentswithin an established timetable. Themajor documentsprepared
are the tax budget, the certificate of estimated resources, and the appropriation resolution, all of
which are prepared on the budgetary basis of accounting. The certificate of estimated resources and
the appropriations resol ution are subject to amendment throughout the year withthelegal restriction
that appropriations cannot exceed estimated resources, as certified. All funds, other than agency
funds, are legally required to be budgeted and appropriated. Thelegal level of budgetary control
isat the object level within each function. Any budgetary modifications at this level must be made
by resolution of the Board of Education.
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Budgetary Data (Continued)

Tax Budget:

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

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

Estimated Resources:

Prior to April 1, the Board of Education accepts, by formal resolution, the tax rates as determined
by the Budget Commission and receives the Commission’s Certificate of Estimated Resources
which states the projected revenue of each fund. Prior to June 30, the District must reviseits
budget so that total contemplated expenditures from any fund during the ensuing year do not
exceed the amount stated in the Certificate of Estimated Resources. The revised budget then
serves as the basis for the appropriation measure. On or about July 1, the Certificate is amended
to include unencumbered cash balances from the preceding year. The Certificate may be further
amended during the year if projected increases or decreases in revenue are identified by the
District Treasurer. The amounts reported in the budgetary statements reflect the amounts in the
final Amended Certificate issued during fiscal year 2001.

Appropriations:

Upon receipt from the County Auditor of an amended official certificate of estimated resources
based on the final assessed values and tax rates or a certificate stating no new certificateis
necessary, the annual appropriation resolution must be legally enacted by the Board of Education
at the fund, function, and object level of expenditures, which are the legal levels of budgetary
control. Prior to the passage of the annual appropriation measure, the Board may pass a
temporary appropriation measure to meet the ordinary expenses of the District. The
appropriation resolution, by fund, must be within the estimated resources as certified by the
County Budget Commission and the total of expenditures and encumbrances may not exceed the
appropriation totals at any level of control. Any revisions that ater the total of any fund
appropriation or alter total function appropriations within afund, or alter object appropriations
within functions, must be approved by the Board of Education. The Board may pass
supplemental fund appropriations so long as the total appropriations by fund do not exceed the
amounts set forth in the most recent Certificate of Estimated Resources. During the year, several
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Budgetary Data (Continued)

supplemental appropriations were Legally enacted; however, none of these amendments were
significant. The budget figures which appear in the statements of budgetary comparisons represent
the final appropriation amounts, including all supplemental appropriations.

Formal budgetary integration is employed as a management control device during the year for al
funds, including the Debt Service Fund, consistent with statutory provisions.

Encumbrances:

As part of formal budgetary control, purchase orders, contracts and other commitments for the
expenditure of monies are recorded as the equivalent of expenditures on the Non-GAAP
budgetary basisin order to reserve that portion of the applicable appropriation and to determine
and maintain legal compliance. On the GAAP basis, encumbrances outstanding at year end are
reported as a reservation of fund balance for subsequent-year expenditures for governmental
funds and reported in the notes to the financial statements for proprietary funds.

Lapsing of Appropriations.

At the close of each year, the unencumbered balance of each appropriation revertsto the
respective fund from which it was appropriated and becomes subject to future appropriation.
Encumbered appropriations are carried forward to the succeeding fiscal year and are not
reappropriated.

Cash and Cash Equivaents

Cash received by the District, except for building capital projects funds are pooled for investment
purposes in one bank account with individual fund cash balance integrity maintained through the
District’ sfinancial records. Moniesfor all funds are maintained in thisaccount or temporarily used
to purchaseshort terminvestments. Duringfiscal year 2001, investmentswerelimited to certificates
of deposit, obligations of the U.S. Treasury, and other direct issuances of federal agencies,
commercial paper, mutual funds, nonparticipating repurchase agreements, and interest in STAR
Ohio (the State Treasurer’s Investment Pool). Except for nonparticipating investment contracts,
investments are reported at fair value which is based on quoted market prices. Nonparticipating
investment contracts such as repurchase agreements and nonnegotiabl e certificates of deposit are
reported at cost. The District hasinvested fundsin the State Treasury AssetsReserveof Ohio (STAR
Ohio) during fiscal year 2001. STAR Ohioisaninvestment pool managed by the State Treasurer’s
Office which alows governments within the State to pool their funds for investment purposes.
STAR Ohioisnot registered with the SEC as an investment company, but does operatein a manner
consistent with Rule 2a7 of the Investment Company Act of 1940. Investmentsin STAR Ohio are
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Cash and Cash Equivalents

valued at STAR Ohio's share price which is the price the investment could be sold for on June
30, 2001. Under existing Ohio statutes, al investment earnings accrued are allocated to the
Genera Fund except those specifically related to auxiliary services agency funds, the food
service fund, certain trust funds and those funds individually authorized by Board resolution.
Interest income earned in 2001 totaled $1,169,376.

For purposes of the combined statement of cash flows and for presentation on the combined
balance sheet, investments with a maturity of three months or less at the time they are purchased
by the District and investments made from the cash management pool are considered to be cash
equivaents. Investments with a maturity greater than three months are considered investments
of the fund.

In 2001 the District changed its method of reporting the statement of cash flows from the
"Direct Method" to the "Indirect Method" of reporting.

Inventory
Inventories of proprietary funds are stated at the lower of cost or market. Cost is determined on a

first-in, first-out (FIFO) method. Inventoriesof proprietary fundsconsist of donated food, purchased
food, and school supplies held for resale and are expensed when used.

Fixed Assets and Depreciation

General Fixed Assets are not capitalized in the funds used to acquire or construct them. Instead,
capital acquisition and construction costs are reflected as expenditures in governmental funds, and
related assets are reported in the general fixed assets account group. Fixed assets utilized in the
proprietary funds are capitalized in the respective fund. All fixed assets are capitalized at cost (or
estimated historical cost) and updated for additions and retirements during the year. The District
does not capitalize interest on construction projects. Donated fixed assets are recorded at their fair
market values as of the datereceived. The District followsthe policy of net capitalizing assetswith
acost of less than five-hundred dollars and a useful life of lessthan 2 years.

The costs of normal maintenance and repairs that do not add to the value of the asset or materially

extend an asset’s life are not capitalized. Improvements are capitalized and depreciated over the
remaining useful lives of the related fixed assets, as applicable.
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Fixed Assets and Depreciation (Continued)

Assetsin the general fixed assets account group are not depreciated. Depreciation of furniture and
equipment in the proprietary fund types is computed using the straight-line method over an
estimated useful life of 3to 10 years.

Intergovernmental Revenues

For governmental funds, intergovernmental revenues, such as grants awarded on a non-
reimbursement basis and entitlements, are recorded as receivables and revenues when measurable
and available. Reimbursement type grantsarerecorded asreceivablesand revenueswhentherel ated
expenditures are incurred. Other than commodities, grants and entitlements for proprietary fund
operations are recognized as non-operating revenues in the accounting period in which they are
earned and became measurable.

TheDistrict currently participatesin several State and Federal (*) programs, categorized asfollows:

Entitlements
General Fund
State Foundation Program

Non-Reimbursable Grants
Special Revenue Funds

Venture Capital
Career Education
Local Professional Development
Management Information Systems
SchoolNet
Alternative School
Miscellaneous State Grants
Eisenhower (*)
TitleVI-B (*)
Carl Perkins Vocational Education (*)
Emergency Immigrant Education Assistance (*)
Title VI (*)
Drug Free Schools Program (*)
Public School Preschool (*)
Miscellaneous Federal Grants (*)
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Intergovernmental Revenues (Continued)

Reimbursable Grants
Genera Fund
School Bus Purchase Relmbursement

Proprietary Funds
National School Lunch Program
Food Commodity Distribution

Grants and entitlements amounted to approximately 18.04 percent of the District’s operating
revenue during the 2001fiscal year.

Short-Term Interfund Assets/Liabilities

Short-term interfund loans are classified as "interfund receivables/payables.”

Compensated Absences

District employeesare granted vacation, personal leaveand sick leaveinvarying amounts. All leave
will either be absorbed by time off from work, or with certain limitations, be paid to the employees
when their employment ceases. Sick leave benefitsare only paid upon retirement at therate of 25%
up to amaximum amount of days as determined by negotiated agreements with the two bargaining
units and Board policy for al other employees.

For governmental funds, the current portion of unpaid compensated absencesistheamount expected
to be paid using expendable available resources. These amounts are recorded in the account
"compensated absences payable" in the fund from which the employees who have accumulated
unpaidleavearepaid. Theremainder isreportedinthegeneral long-term obligationsaccount group.
In proprietary funds, the entire amount of compensated absences is reported as afund liability.

Long-Term Obligations

Long-term debt is recognized as a liability of a governmental fund when due, or when resources
have been accumulated in the debt service fund for payment early in the following year. The
remaining portion of such obligationsisreportedinthegeneral long-term obligationsaccount group.
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Fund Balance Reserves

The District records reservations for portions of fund equity which are legally segregated for
specific future use or which do not represent available spendable resources and therefore are not
available for appropriations for expenditures. Unreserved fund balance indicates that portion of
fund equity which is available for appropriation in future periods. Fund equity reserves are
established for encumbrances, property taxes, and budget stabilization. The reserve for property
taxes represents taxes recognized as revenue under generally accounting principles but not
available for appropriations under state statue.

Set-Aside Calculations and Fund Reserves

TheDistrictisrequired by State statute to annually set aside an amount based on prior year revenues
for the purchase of textbooks and other instructional materials and an additional amount for capital
improvements. Amounts not spent by year-end or offset by similarly restricted resources must be
held in cash at year-end and carried forward to be used for the same purposes in future years. The
District may also set aside money for budget stabilization. The formulafor this cal cul ation changed
as aresult of Senate Bill 345.

The following information describes any changes in the amounts set-aside for textbooks and
instructional materials, capital improvements, and budget stabilization fromtheend of theprior year
to the end of the current year.

A. Textbooks and Instructional Materials

Set-aside balance carried forward from the prior year $0
Current year set-aside requirement $1,068,685
Qualifying expenditures made during the year (1,423,670)
Amount of offsets for the year 0

Total (354,985)
Balance of set-aside to be carried forward to next year ($354,985)

B. Capital Improvements

$0
Set-aside balance carried forward from the prior year
Current year set-aside requirement $1,068,685
Qualifying expenditures made during the year (220,839)
Amount of offsets for the year (1,000,000)
Total (152,155)
Balance of set-aside to be carried forward to next year ($152,155)
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M. Set-Aside Calcul ations and Fund Reserves (Continued)

C. Budget Stabilization

Set-aside balance carried forward from the prior year $831,088
Current year set-aside requirement $0
Senate Bill 345 reduction (545,635)

Total (545,635)
Balance of set-aside to be carried forward to next year $285,453

N. Estimates

The preparation of the financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect the amounts
reported in the financial statements and accompanying notes. Actual results could differ from
those estimates.

0. Tota columns on General Purpose Financial Statements

Total columns on the general purpose financial statements are captioned (Memorandum Only) to
indicate that they are presented only to facilitate financial analysis. Datain these columns do not
present financial position, resultsof operations, or cash flowsin conformity with generally accepted
accounting principles. Neither is such data comparable to aconsolidation. Interfund eliminations
have not been made in the aggregation of this data.

P. New Accounting Pronouncements

For fiscal year 2001, the District implemented GASB Statement No. 33, Accounting and
Financial Reporting for Nonexchange Transactions and GASB Statement No. 36, Reporting for
Certain Shared Nonexchange Revenues. These statements require the recognition of
nonexchange transactions in the financial statements unless the transactions are not measurable
(reasonably estimable) nor probable of collection. See Note 19.

In June, 1999, the GASB issued Statement No. 34, Basic Financial Statements - and
Management’ s Discussion and Analysis - for Sate and Local Governments. This statement
represents a significant change in the way state and local governments present basic financia
information. This statement is effective for periods beginning after June 15, 2002, and the
District has not adopted the provisions of this statement in the accompanying financial
statements. Management has not completed the process of evaluating the impact that will result
from adopting this statement, and, therefore, is unable to disclose the impact that adopting the
statement will have on its financial position and results of operations when such statement is
adopted.
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NOTE 3 - BUDGETARY BASIS OF ACCOUNTING

While the District is reporting financial position, results of operations and changes in fund balance on the
basis of generally accepted accounting principles (GAAP), the budgetary basis as provided by law is based
upon accounting for certain transactions on a basis of cash receipts, disbursements, and encumbrances. The
Combined Statement of Revenues, Expenditures and Changesin Fund Balances - Budget and Actual (Non-
GAAP Budgetary Basis), All Governmental Fund Types and Expendable Trust Funds and the Combined
Statement of Revenues, Expenses and Changesin Fund Equity - Budget and Actual (Non-GAAP Budgetary
Basis), All Proprietary Fund Typesare presented on the budgetary basisto provideameaningful comparison
of actual resultswith the budget. The major differences between the budget basisand GAAP basisare that:

1.

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

Expenditures/expenses are recorded when paid in cash (budget basis) as opposed to when the
liability isincurred (GAAP basis).

Encumbrances are treated as expenditures/expenses for all funds (budget basis) rather than as
a reservation of fund balance for governmental fund types and as note disclosures in the
proprietary fund types (GAAP Basis).

For proprietary funds the acquisition and construction of capital assets are reported on the
operating statement (budget basis) rather than as balance sheet transactions (GAAP basis).

Proceeds from and principal payment on bond and tax anticipation notes are reported on the
operating statement (budget basis) rather than on the balance sheet (GAAP basis).

The District repays short-term note debt from the debt service fund (budget basis) as opposed

to the fund that received the proceeds (GAAP basis). Debt service fund resources used to pay
both principal and interest have been allocated accordingly.
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NOTE 3 - BUDGETARY BASIS OF ACCOUNTING (Continued):

The following tables summarize the adjustments necessary to reconcile the GAAP and budgetary basis

statements by fund type.
Specid Debt Capital
Genera Revenue Service Projects

GAAPBasis $(370,539) $205,853 $(48,793) $892,074
Net Adjustment for

Revenue Accruals (1,710,485) (160,562) (116,447) (10,877)
Proceeds from

Sale of Notes 0 0 875,000 575,000

Capital Leases (802,915) 0 0 0
AdvancesIn 1,359,512 39,550 0 1,000,000
Transfer In 380,381 0 0 (165,500)
Net Adjustment for

Expenditure Accruals 2,530,960 77,104 (1,046,073) 144,615
Advances Out (1,039,550) (206,088) 0 (1,157,936)
Transfer Out 0 0 165,500 0

0 156,562 0 0

Rockbridge Academy
Adjustment for

Encumbrances (1,088,917) (395,262) 0 (725,438)
Budget Basis ($741,553) ($282,843) ($170,813)  ($598,062)
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NOTE 4 - FUND DEFICIT

For the fiscal year ending June 30, 2001, the following funds had an individual fund deficits:

Deficit Fund Balance

Governmental Funds:
Capital Projects:
Building Fund $371,220

Proprietary Funds:
Enterprise Funds:
Food Service Fund $83,125
Thefund deficitsresulted from adjustmentsfor accrued liabilities. Thegeneral fundisliablefor any deficit
in these funds and provides operating transfers when cash is required, not when accruals occur.

NOTE 5 - DEPOSITSAND INVESTMENTS

State statutes require the classification of monies held by the District into three categories.

Category 1 consists of "active" monies, those monies required to be kept in a*cash” or "near-cash” status
for immediate use by the District. Such monies must be maintained either as cash in the District Treasury,
in depository accounts payable or withdraw able on demand, including negotiable order of withdrawal
(NOW) accounts, or in money market deposit accounts.

Category 2 consists of "inactive" monies, those monies not required for use within the current two year
period of designation of depositories. |nactive moniesmay bedeposited or invested ascertificates of deposit
maturing not later than the end of the current period of designation of depositories, or as savings or deposit
accounts including, but not limited to, passbook accounts.

Category 3 consists of "interim" monies, 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 monies may be
invested or deposited in the following securities provided they mature or are redeemable within one year
from the date of purchase:
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NOTE 5 - DEPOSITS AND INVESTMENTS (Continued)

1. Bond, notes, or other obligations of or guaranteed by the United States, or those for which the faith of
the United Statesis pledged for the payment of principal and interest.

Bonds, notes, debentures, or other obligations or securities issued by any federal government agency,
or instrumentality.

3. Written repurchase agreements for a period not to exceed thirty days in securities listed above that
mature within five years from the date of purchase.

4. Bonds and other abligations of the State of Ohio.

5. No load money market mutual funds consisting exclusively of obligations described in division (1) or
(2) of thissection and repurchase agreements secured by such obligations, provided that investmentsin
securities described in this division are made only through eligible institutions.

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

7. Certain banker’sacceptancesand commercial paper notesfor aperiod not to exceed one hundred eighty
daysin an amount not to exceed twenty-five percent of the interim monies available for investment at
any onetime.

Protection of District cash and investmentsisprovided by the Federal Deposit Insurance Corporation aswell
as qualified securities pledged by the institution holding the assets. By law, financial institutions may
establish a collateral pool to cover all public deposits. The face value of the pooled collateral must equal
at least 110 percent of public funds deposited. Collateral isheld by trusteesincluding the Federal Reserve
Bank and designated third party trustees of the financial institutions.

Deposits. The District is required to categorize deposits and investments according to GASB
Statement No. 3 "Deposits with Financial Institutions, Investments, and Reverse Repurchase
Agreements'. Atyear-end, thecarrying amount of the District’ sdepositswas $3,937,913. The bank
balance of the District’s deposit was $5,302,935. Of the bank balance, $300,000 was covered by
federal depository insurance and the remaining amounts were covered by collateral held by the
pledging bank’ s trust department but not in the District’ s name pursuant to Section 135.181, Ohio
Revised Code, in collateral pools securing al public funds on deposit with specific depository
institutions. Ohio Revised Code Section 135.181 Uniform Depository Act authorizes pledging of
pooled securitiesinlieu of pledging specific securities. Specifically, adesignated public depository
may pledge asingle pool of eligible securities to secure payment of al public monies deposited in
the financial institution, provided that at al times the total value of the securities so pledged is at
least equal to 110% of the total amount of all public deposits secured by the pool, including the
portion of such deposits covered by any federal deposit insurance.
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NOTE 5 - DEPOSITS AND INVESTMENTS (Continued)

Although the pledging bank has an investment and securities pool used to collateralize all public
depositswhich are held in thefinancia institutions name, noncompliancewith federal requirements
could potentially subject the District to a Successful claim by the FDIC. The deposits not covered by
federal depository insurancearecons dered uninsured and uncollateralized under the provisionsof Statement
No. 3.

Investments: The District’s investments are categorized to give an indication of the level of risk assumed
by the District at year-end:

Category 1 includes investments that are insured or registered or for which the securities are held by the
District or its agent in the Digtrict’ s name.

Category 2 includes uninsured and unregistered investments which are held by the counterparty’ s trust
department or agent in the District’ s name.

Category 3 includes uninsured and unregistered investments for which the securities are held by the
counterparty, or by its trust department or agent but not in the District’s name.

At June 30, 2001 the Districts investment balances consist of an overnight repurchase agreement in the
amount of $168,000, whichisincluded in Category 2 above, and $10,251,156 investedin STAR Ohio, which
is not required to be categorized.

NOTE 6 - PROPERTY TAXES

Property taxes are levied and assessed on a calendar year basis. Second half distributions occur in a new
fiscal year.

Property taxesinclude amountslevied against al real, public utility and tangible personal (usedin business)
property located in the District. Real property taxes are levied after April 1 on the assessed value listed as
of the prior January 1, the lien date. Public utility property taxes attached as alien on December 31 of the
prior year, werelevied April 1 and are collected with real property taxes. Assessed valuesfor real property
taxes are established by State law at 35 percent of appraised market value. All property isrequired to be
revalued every six years. Public utility property taxes are assessed on tangible personal property at 88
percent of true value (with certain exceptions) and on real property at 35 percent of true value. Tangible
personal property taxes are levied after April 1 on the value listed as of December 31 of the current year.
Tangible personal property assessments are 25 percent of true value.
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NOTE 6 - PROPERTY TAXES (Continued)

The assessed values upon which the fiscal year 2001 taxes were collected are:

Amount Percent
Agricultural/Residential
and Other Real Estate $1,051,667,730 95.05%
Public Utility Personal 23,997,150 2.17%
Tangible Personal Property 30,769,109 2.78%
Total Assessed Value $1,106,433,989 100.00%

Real property taxes are payable annually or semiannually. If paid annually, payment is due December 31;
if paid semiannually, the first payment is due December 31 with the remainder payable by June 20. Under
certain circumstances, state statute permits later payment dates to be established.

Tangible personal property taxes paid by multi-county taxpayers are due September 20. Single county
taxpayers may pay annualy or semiannualy. If paid annualy, payment is due April 30; if paid
semiannually, the first payment is due April 30, with the remainder payable by September 20.

TheDistrict receives property taxesfrom Franklin County. The county auditor periodically advancesto the
District its portion of the taxes collected. Second-half real property tax payments collected by the county
by June 30, 2001, are availableto financefiscal year 2001 operations. The amount availableto be advanced
can vary based on the date the tax bills are sent.

Accrued property taxes receivable represent delinquent taxes outstanding and real property, persona
property and public utility taxes which became measurable as of June 30, 20001. Although total property
tax collections for the next fiscal year are measurable, only the amount available as an advance at June 30
is intended to finance current year operations. The receivable is therefore offset by a credit to deferred
revenue for that portion not intended to finance current year operations.
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NOTE 7 - RECEIVABLES

Receivables at June 30, 2001, consisted of taxes, interest, accounts and intergovernmental grants. All
receivables are considered collectiblein full due to the ability to foreclose for the nonpayment of taxes, the
stable condition of State programs, and the current year guarantee of federal funds. The principal item of
receivables follows:

Taxes Intergovernmental Interest Accounts

Genera $36,624,000 $0 $94,381 $1,071
Specia Revenue 0 49,500 2,605 11,689
Debt Service 3,101,600 0 15,674 0
Capital Projects 0 0 0 10,877
Enterprise 0 1,253 0 10,057

Trust & Agency 0 0 0 1,638
Total $39,725,600 $50,753 $112,660 $35,332

NOTE 8 - FIXED ASSETS

A summary of the enterprise funds' fixed assets at June 30, 2001, follows:

Buildings $581,221
Furniture and Equipment 118,187
L ess accumulated depreciation (641,172)
Net Fixed Assets $58,236

A summary of the changesin general fixed assets during fiscal year 2001 follows:

Balance Balance
June 30, June 30,
2000 Additions Deletions Transfers 2001
Land $244,883 $0 $0 $0 $244,883
Buildings 62,204,628 0 0 0 62,204,628
Furniture and 7,641,758 2,665,083 112,533 0 10,194,308
Equipment
Vehicles 1,124,552 0 0 0 1,124,552
Construction in
Progress 0 0 0 0 0
Total $71,215,821 $2,665,083 $112,533 $0  $73,768,371

33



Upper Arlington City School District, Ohio
Notesto the General Purpose Financial Statements (continued)

NOTE 9 - RISK MANAGEMENT

TheDistrict isexposed to various risks of lossrelated to torts; theft of, damage to, and destruction of assets;
errors and omissions; injuries to employees and natural disasters. During fiscal year 2001, the District
contracted with Nationwide Insurance Company for general liability insurance with a$5,000,000 aggregate
limit covering all employees and volunteers of the District.

Property and Fleet Insuranceis provided by Nationwide Insurance and property holds a $1,000 deductible
and the bus fleet and maintenance vehicles have a $250 deductible and a $2,000,000 limit per occurrence.
A $250,000 employee dishonesty blanket bond is also included for al employees.

The Fidelity Depository Company of Maryland maintains a $50,000 public official bond for the Treasurer
and Business Manager.

Settlements have not exceeded insurance coverage in any of the last ten fiscal years.

NOTE 10 - DEFINED BENEFIT PENSION PLANS

A.

Defined Benefit Pension Plans

Certificated District employees are covered by the State Teachers Retirement System of Ohio (STRS).
All other District employeesare covered by the School EmployeesRetirement System of Ohio (SERS).
STRS and SERS (the Systems) are both cost sharing, defined benefit, multiple-employer public
employee retirement systems.

STRS has provided the following information to the District to comply with required disclosure
pursuant to GASB Statement No. 27, Accounting for Pensions by Sate and Local Governmental
Employers (Statement No. 27):

A.
B.

STRSis a cost-sharing, multiple-employer public employee retirement system.

STRSisastatewide retirement plan for certified teachers and other faculty members employed
inthepublic schoolsof Ohio or any school, college, university, institution or other agency wholly
controlled, managed and supported in whole, or in part, by the state or any political subdivision
thereof. Any member who has (i) five years of service credit and attained age 60; (ii) 25 years
if service credit and attained age 55; or (iii) 30 years of service credit regardless of age may
retire. The maximum annual retirement allowance, payablefor life, isthe greater of the"formula
benefit" or the" money-purchasebenefit" cal culation. Under the"formulabenefit”, theretirement
allowanceis based on years of credited service and final average salary, which isthe average of
the member’ s three highest years' salaries. The annual allowance is calculated by using a base
percentage of 2.1% multiplied by the total number of years of service credit (including Ohio-
valued purchased credit) times the final average salary. The 31 year of earned
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A.

Defined Benefit Pension Plans (Continued)

Ohio service credit is calculated at 2.5%. An additional one-tenth of a percent is added to the
calculation for every year of earned Ohio service over 31 years (2.6% for 32 years, 2.7% for 33
years and so on) until 100% of final average salary is reached.

Legidlation passed in April 2000 with a July 1999 effective date provided an adjustment for
retireeswhose benefits have not kept pace with therate of inflation. Thelegislation also changed
the formulafor calculating the formula benefit. The formulabenefit increased 2.2% from 2.1%
per year for all yearsup to 30 years. For memberswith 35 or more years of earned Ohio service,
the first 30 years will be calculated at 2.5% instead of 2.2%. For earned Ohio service over 30
years, the formulawill remain as current law, which provides an escal ating formulaof 2.5% for
the 31% year, 2.6% for the 32™ year, 2.7% for the 33" year, etc; until 100% of the final average
salary isreached.

Under the "money-purchase benefit" cal culation, amember’ slifetime contributions plusinterest
at specified rates are matched by an equal amount from other STRS funds. This total is then
divided by an actuarially determined annuity factor to determinethe maximum annual retirement
allowance.

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

Retirement benefits are annually increased by the greater of the amount of the change in the
Consumer Pricelndex (CPI) or thecumul ative CPI increases sinceretirement, |essprevious cost-
of-living increases, up to a maximum of 3% of the original base benefit. The plan offers
comprehensive health care benefits to retirees and their dependents. Coverage includes
hospitalization, physicians' fees, prescription drugs and partial reimbursement of monthly
Medicare premiums.

A member with five or more years credited service who becomes disabled is entitled to a
disability benefit. Survivor benefits are available to eligible spouses and dependents of active
members who die before retirement. A death benefit of $1,000 is payable to the beneficiary of
each deceased retired member. Additional death benefit coverage of $1,000 or $2,000 can be
purchased. Various other benefits are available to members beneficiaries. Benefits are
established by Chapter 3307, Revised Code.

. Chapter 3307 of the Revised Code provides statutory authority for member and employer

contributions. Contribution rates are established by the State Teachers Retirement Board, upon
recommendations of its consulting actuary, not to exceed statutory maximum rates of 10% for
members and 14% for employers.
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D.

Contribution requirements and the contributions actually made for thefiscal year ended June 30,
2001, were 9.3% of covered payroll for members and 14% for employers. These were the same
contribution rates for 1999 and 2000. Employer contributions for 2001, 2000, and 1999 were

Approximately $3,990,224, $3,794,092, and $3,556,986, respectively, equal to 100% of the
required contribution each year.

STRS Ohio issues a stand-alone financial report. Copies of STRS 2000 Comprehensive Annual
Financial Report, will be available after Jan. 1, 2001, and can be requested in writing to STRS,
275 E. Broad St., Columbus, OH 43215-3371, or by calling (614) 227-4090.

SERS has provided the following information to the District to comply with required disclosures
pursuant to GASB Statement No. 27.

A.
B.

SERS is a cost-sharing multiple-employer defined benefit pension plan.

SERS provides retirement and disability benefits, annual cost of living adjustments, and death
benefits to plan members and beneficiaries. SERS members are eligible for retirement benefits
at age 60 with 5 years of service credit, between ages 55 and 60 with at |east 25 years of service
credit, or at any age with 30 years of service credit. An annual pension will be based upon actual
ageat retirement, salary (average of best threeyears) and servicecredit. At age 65, amember will
receive 2.1% of final average salary to 30 years, and 2.5% for each year over 30 years, or a
minimum of $86, for every year of service credit. Members under the age of 65 who retire with
less than 30 years of service credit receive reduced benefits.

Authority to establish and amend benefitsisprovided by Chapter 3309 of the Ohio Revised Code.

Plan members are required to contribute 9% of their annual covered salary and the District is
requiredto contributeat an actuarially determined rate. The current rateis 14% of annual covered
payroll. The contribution requirements of the plan members and employers are established and
may be amended, up to statutory maximum amounts, by the SERS Board. Employer
contributions to SERS for the years ended June 30, 2001, 2000, and 1999 were approximately
$1,606,067, $1,017,371 and $1,171,296, respectively, equal to 100% of therequired contribution
for each year.

. SERS issues a stand alone financia report. Interested parties may obtain a copy by

making awritten request to SERS at: 300 East Broad Street. Columbus, Ohio 43215 or
by calling (614) 222-5853.
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NOTE 11 POSTEMPLOYMENT BENEFITS OTHER THAN PENSION BENEFITS

A.

STRS provides comprehensive health care benefits to retirees and their dependents. Coverage
includes hospitalization, physician fees, prescription drugs and reimbursement of monthly
Medicare premiums. All benefit recipients and sponsored dependents are eligible for health care
coverage. Pursuant to the Ohio Revised Code, the STRS Board has discretionary authority over
how much, if any, of the health care costs will be absorbed by STRS. Most benefit recipients pay
aportion of the health care cost in the form of a monthly premium.

STRS has provided the following information (the latest information available) pertaining to
other postemployment benefits for health care costs in order to assist the District in complying
with GASB Statement No. 12, Disclosure of Information on Postemployment Benefits Other
Than Pension Benefits by State and Local Governmental Employers (Statement No. 12).

The Ohio Revised Code grants authority to STRS to provide health care coverage to benefit
recipients, spouses and dependents. By Ohio law, the cost of coverage paid from STRS funds
shall beincluded in the employer contribution rate, currently 14% of covered payroll.

The STRS Retirement Board currently allocates employer contributions to the Health Care
Reserve Fund from which health care benefits are paid. For fiscal year ended June 30, 2000, the
STRS Board allocated employer contributions equal to 8% of covered payroll to the Health Care
Reserve Fund. The balance in the Health Care Reserve Fund was $3.419 hillion at June 30, 2000.
The Health Care Reserve Fund allocation for the year ended June 30, 2001, will 4.5% of covered
payroll. For the District this amount approximated $1,282,600 during fiscal year 2001.

For the year ended June 30, 2000, the net health care costs paid by STRS were $283,137,000.
There were 99,011 eligible benefit recipients.

SERS has provided the following information (the latest information available) pertaining to other
postemployment benefits for health care costsin order to assist the District in complying with GASB
Statement No. 12.

A.

The Ohio Revised Code gives SERS the discretionary authority to provide post-retirement health
careto retirees and their dependents. Coverage is made available to service retirees with ten or
more years of qualifying service credit, disability and survivor benefit recipients. Members
retiring on or after August 1, 1989 with less than twenty-five years of service credit must pay a
portion of their premiums for health care. The portion is based on years of serviceup to a
maximum of 75% of the premium.

After the allocation for basic benefits, the remainder of the employer’s 14% contributionsis
alocated to providing health care benefits. At June 30, 2000, the allocation rate was 8.45%. In
addition, SERS levies a surcharge to fund health care benefits equal to 14% of the difference
between a minimum pay and the member’ s pay, pro-rated for partial service credit. For fiscal
year 2000, the minimum pay was established as $12,400. The surcharge, added to the
unallocated portion of the 14% employer contribution rate, provides for maintenance of the asset
target level for the health care fund.
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C. Health care benefits are financed on a pay-as-you-go basis. The target level for the health care
reserve is 150% of annual health care expenses. Expenses for healthcare at June 30, 2000 were
$140.7 million and the target level was $211.0 million. At June 30, 2000, SERS had net assets
available for payment of health care benefits of $252.3 million.

D. The number of participants currently receiving health care benefits is approximately 50,000.

E. Employer contributions in the amount of $969,400 and a surcharge in the amount of $47,595
were used to fund post-employment benefits for the year ended June 30, 2001.

NOTE 12 -CAPITAL LEASES - LESSEE DISCLOSURE

TheDistrict has entered into capitalized leases for various copier equipment. Theseleases meet the criteria
of a capital lease as defined by statement of Financial Accounting Standards No. 13, "Accounting for
Leases," which definesacapital |ease generally as one which transfers benefits and risks of ownership tothe
lessee. Capital lease payments have been reclassified and are reflected as debt service expendituresin the
combined financial statements for the governmental funds. These expenditures are reported as function
expenditures on the budgetary statements.

General fixed assets consisting of equipment have been capitalized in the General Fixed Assets Account
Group in the amount of $4,233,109. This amount represents the present value of the minimum lease
payments at the time of acquisition. A corresponding liability was recorded in the General Long-Term
Obligations Account Group. Principa paymentsin fiscal year 2001 totaled $532,100 in the governmental
funds.

The future Capital lease liability of $1,232,936 will be paid as follows:

2002 $588,075
2003 149,167
2004 161,547
2005 174,951
2006 159,196
Total. $1,232,936
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NOTE 13 -LONG TERM OBLIGATIONS

Long-term abligations activity of the District for the year ended June 30, 2001, was as follows:

Principal Principal
Outstanding Outstanding

General Obligation Bonds & Notes: 6/30/2000 Additions Deductions 6/30/2001
1993 School Building Construction &

Improvement Bonds $2,255,000 $0 $420,000 $1,835,000
1996 School Building Improvement

Bonds 40,104,366 0 1,505,000 38,599,366
Energy Conservation Notes 310,000 0 150,000 160,000

0 575,000 0 575,000

Bond Anticipation Notes
Total General Obligation Bonds & 42,669,366 575,000 2,075,000 41,169,366
Notes

Compensated Absences 5,998,490 0 1,012,757 4,985,733
Pension Obligations 359,200 365,000 359,200 365,000
Capital Lease 962,121 802,915 532,100 1,232,936
Total General Long-Term

Obligations $49,989,177 $1,742,915 $3,979,057 $47,753,035

The District’ s voted legal debt margin was $58,984,693 with an unvoted debt margin of $231,434 at June
30, 2001.

General obligation bonds and notes will be paid from the debt service fund. Compensated absences and
pension obligations will be paid from the fund from which the person is paid.
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NOTE 13 -LONG TERM OBLIGATIONS (Continued)

Principal and interest requirementsto retire general obligation bondsand notesoutstanding at June 30, 2001,
are asfollows:

Fiscal Year
Ending June 30 Principal Interest Tota
2002 1,460,000 2,037,916 3,497,916
2003 1,980,000 1,990,013 3,970,013
2004 1,510,000 1,893,114 3,403,114
2005 1,475,000 1,823,741 3,298,741
2006 1,170,000 1,754,369 2,924,369
2007 1,275,000 1,689,206 2,964,206
2008 1,375,000 1,625,900 3,000,900
2009 1,480,000 1,556,296 3,036,296
2010 1,585,000 1,480,411 3,065,411
2011 1,705,000 1,397,309 3,102,309
2012 91,226 3,092,606 3,183,832
2013 83,140 3,140,691 3,223,831
2014 1,915,000 1,303,563 3,218,563
2015 2,055,000 1,199,350 3,254,350
2016 2,200,000 1,087,656 3,287,656
2017 2,360,000 967,956 3,327,956
2018 2,525,000 841,303 3,366,303
2019 2,695,000 707,541 3,402,541
2020 2,875,000 564,809 3,439,809
2021 3,065,000 410,681 3,475,681
2022 3,270,000 244,388 3,514,388
2023 3,020,000 79,275 3,099,275
Total $41,169,366 $30,888,094 $72,057,460
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NOTE 14 - SHORT-TERM NOTES PAYABLE

Short-Term Notes Payable activity of the District for the year ended June 30, 2001, was as follows:

Principal Principal
Outstanding Outstanding
6/30/2000 Additions Deductions 6/30/2001
2000 Bond Anticipation - 0 $875,000 575,000 300,000
Computer Acquisition
Note 4.79%
1999 Bond Anticipation 1,000,000 0 1,000,000 0
Note 4.05%
Tota $1,000,000 $875,000 $1,875,000 $300,000

These short-term bond notes are shown as liabilities of the fund which received the note proceeds.
Accordingly, all note debt activity has been reported in the building fund. The Budgetary Basis (Non-
GAAP) presentation shows the note activity in the Debt Service Fund.

Subsequent to June 30, 2001 the District i ssued $575,000 in Bond Anticipation - Computer Acquisition note
to refinance a portion of the $875,000 note above. As such the $575,000 has been recorded in the General
Long-Term Debt Account Group.

Principal and interest requirements to retire the remaining portion of the short-term notes payable
outstanding at June 30, 2001, are as follows:

Fisca Year
Ending June 30 Principal Interest Totd
2001 $300,000 $14,370 $314,370
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NOTE 15 - INTERFUND TRANSACTIONS

Interfund balances at June 30, 2001, consist of the following individual fund receivables and payables:

Interfund Receivable/Payable:
Fund: Receivable Payable
General $1,039,550 $0
Specia Revenue Funds:
UAEF Fund 0 4,500
Career Education Fund 0 15,550
Miscellaneous Federal Grants Fund 0 15,000
Capita Projects Funds:
Capital Projects 0 1,000,000
Enterprise Funds:
Food Service Fund 0 4,500
Total $1,039,550 $1,039,550

NOTE 16 - JOINT VENTURE

The Rockbridge Academy (Academy) isajoint venture consisting of a consortium of five school
districts. Thejoint venture was formed for the purpose of providing aternative education servicesto at
risk students. Theinitial capital of the Academy was raised through the receipt of a State Grant in the
amount of $375,000.

The Governing Board of the Academy consists of five members appointed by each member school. The
District does not have an equity interest that is explicit and measurable in the joint venture, however the
District does have an ongoing financial obligation to support the Academy in meeting its financial
obligations.

The Academy is dependent upon continued support of the member schools as it is not independently
accumulating adequate financial resources.

The District is the financial agent for the Academy, as such; cash in the amount of $156,562 is accounted

for in an Agency Fund. Further detailed financial information may be obtained by contacting the Upper
Arlington City School District at 614-487-5007.
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NOTE 17- ENTERPRISE FUND INFORMATION

The District maintains three Enterprise funds to account for the operations of food service, uniform school
suppliesand latchkey. The table below reflectsin asummarized format the more significant financial data
relating to the Enterprise Funds of the Upper Arlington City School District as of and for the fiscal year
ended June 30, 2001

Uniform School Burbank Total
Food School Summer  Age Child Early Enterprise
Segment Information Service Supplies Academy Care Childhood Funds

Operating Revenues $974,137 $97,926  $120,085  $539,368 $1,141,882  $2,873,398

Operating Expenses

Before Depreciation 1,111,522 65,451 114,163 531,414 985,821 2,808,371
Depreciation 0 0 0 6,898 7,076 13,974
Operating (137,385) 32,475 5,922 1,056 148,985 51,053
Income/(Loss)

Equipment Additions 0 0 0 13,923 32,802 46,725
Equipment Deletions 0 0 0 0 0 0
Donated Commaodities 32,079 0 0 0 0 32,079
Operating Grants 33,324 0 0 0 0 33,324
Net Income (L0ss) (46,673) 32,475 (2,866) 9,845 167,147 159,928
Net Working Capital (46,125) 55,062 47,863 162,691 315,664 535,155
Total Assets 36,688 55,062 53,351 194,815 359,247 699,163
Total Equity (83,125) 55,062 47,863 161,119 309,910 490,829
Encumbrances at

June 30, 2001 $54 $31,237 $16 $3,765 $10,255 $45,327
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NOTE 18- CONTINGENCIES

Grants:

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

Litigation:

On September 6, 2001, the Ohio Supreme Court issued itslatest opinion regarding the State's school
funding plan. Thedecisionidentified aspects of the current plan that require modification if the plan
isto be considered constitutional, including:

> A change in the school districts that are used as the basis for determining the base
cost support amount. Any change in the amount of funds distributed to school districts as a result
of this change must be retroactive to July 1, 2001, although a time line for distribution is not
specified.

> Fully funding parity aid no later than the beginning of fiscal year 2004 rather than
fiscal year 2006.

The Supreme Court relinquished jurisdiction over the case based on anticipated compliancewithits
order. Ingeneral, it isexpected that thedecisionwould resultin anincreasein State funding for most
Ohio school districts. However, as of December 5, 2001, the Ohio General Assembly is still
analyzing the impact this Supreme Court decision will have on funding for individual school
districts. Further, the State of Ohio, in a motion filed September 17, 2001, asked the Court to
reconsider and clarify the parts of the decision changing the school districtsthat are used asthebasis
for determining the base cost support amount and the requirement that changes be made retroactive
to July 1, 2001.

OnNovember 2, 2001, the Court granted thismotion for reconsideration. The Court may re-examine
and redetermine any issue upon such reconsideration.

Asof the date of thesefinancial statements, the School District is unable to determine what effect,
if any, thisdecision and the reconsideration will have onitsfuture State funding and onitsfinancial
operations.
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NOTE 19- BEGINNING FUND BALANCE RESTATEMENT

Infiscal 2001, the District implemented GASB Statement No. 33, Accounting and Financial Reporting for
Nonexchange Transactions and GASB Statement No. 36, Reporting for Certain Shared Nonexchange
Revenues. These statementsrequirestherecognition of nonexchangetransactionsinthefinancial statements
unlessthe transactions are not measurabl e (reasonably estimable) nor probable of collection. Additionaly,
the District changed its method for the recognition of property taxesto record as revenue only those monies
available for advance at fiscal year end. Asaresult, the District hasrestated beginning fund balancesin the
General, Special Revenue, and Debt Service Funds. The District also changed its accounting for the
Rockbridge Academy to more appropriately record this activity as an agency fund from a Special Revenue
Fund. This change had no impact on fund balance. See note 16.

Special Debt
General Revenue Service
Fund balance at beginning of the year $17,236,863 499,293 3,051,621
Restatement for GASBs 33 & 36:
Grant revenue recognition 0 166,031 0
Property tax revenue recognition (11,121,000) 0 (1,159,000)
Fund balance at beginning of the year, as restated $6,115,863 665,324 1,892,621

NOTE 20- SUBSEQUENT EVENT

On November 28, 2001 the District issued $575,000 in Computer Acquisition Notes to refinance a portion
of the $875,000 notes outstanding at June 30, 2001. The new notes are Bond anticipation notes which are
accounted for in the General Long-Term Obligations Account Group at June 30, 2001. See hotes 13 and 14.
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UPPER ARLINGTON CITY SCHOOL DISTRICT

FRANKLIN COUNTY

SCHEDULE OF FEDERAL AWARDS RECEIPTS AND EXPENDITURES
FOR THE YEAR ENDED JUNE 30, 2001

Federal Grantor/ Pass Through Federal
Pass Through Grantor Entity CFDA Non-Cash Non-Cash
Program Title Number Number Receipts Receipts Disbursements Disbursements
U.S. DEPARTMENT OF AGRICULTURE
Passed Through Ohio Department of Education:
Nutrition Cluster:
Food Distribution 10.550 - $32,078 - $26,675
National School Lunch Program LL-P1 2000 10.555 2,200 - 2,200
LL-P4 2000 9,606 - 9,606
LL-P1 2001 4,163 - 4,163
LL-P4 2001 15,755 - 15,755
Total U.S. Department of Agriculture - Nutrition Cluster 31,724 32,078 31,724 26,675
U.S. DEPARTMENT OF LABOR
Passed Through Ohio Department of Education:
Employment Services and Job Training
Pilots_Demonstrations and Research WK-BE 2000 17.249 59,087 - 47,478
NATIONAL SCIENCE FOUNDATION
Mathematical and Physical Sciences 47.049 7,500 - 750
U.S. DEPARTMENT OF EDUCATION
Passed Through Ohio Department of Education:
Special Education Cluster:
Special Education_Grants to States
6B-SF 1999 84.027 44,565 - 50,409
6B-SF 2000 259,027 - 255,394
Special Education_Preschool Grant PG-S1 2000 84.173 17,412 - 17,412
PG-S1 2000
Total - Special Education Cluster 321,004 - 323,215
Vocational Education_Basic Grants to States 84.048 28,564 17,947
Immigrant Education E1-S1 1999 84.162 0 - 39
E1-S1 2000 0 - 4,095
E1-S1 2001 4,000 - 545
Safe and Drug-Free Schools and DR-S1 2000 84.186 6,088 - 6,088
Communities_State Grants DR-S1 2001 25,584 - 21,602
Fund for the Improvement of Education PI-S1 2001 84.215 26,938 - 25,769
Goals 2000_State and Local Education Systemic
Improvement G2-SV 2001 84.276 15,000 - 70,489
Eisenhower Professional Development State Grants MS-S1 1999 84.281 0 - 383
MS-S1 2000 0 - 4,920
MS-S1 2001 13,633 - 5,933
Innovative Educational Program Strategies C2-S1 1999 84.298 0 - 2,799
C2-S1 2001 17,179 - 8,423
Class Size Reduction CR-S1 2000 84.340 9,850 - -
CR-S1 2001 10,687 - -
Total U.S. Department of Education 478,527 - 492,247
U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES
Passed through Ohio Department of Mental
Retardation and Developmental Disabilities
Medical Assistance Program 93.778 9,062 - 9,062
CORPORATION FOR NATIONAL AND COMMUNITY SERVICE
Passed through Ohio Department of Education
Learn and Serve America_School and 34,318 - 34,318
Community Based SV-A2-2000 94.004
Total Federal Awards Receipts and Expenditures $620,218 $32,078 $615,579 $26,675

The accompanying notes to this schedule are an integral part of this schedule.
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UPPER ARLINGTON SCHOOL DISTRICT
FRANKLIN COUNTY

NOTES TO SCHEDULE OF FEDERAL AWARDS RECEIPTS AND EXPENDITURES
JUNE 30, 2001

NOTE A - SIGNIFICANT ACCOUNTING POLICIES

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

NOTE B -FOOD DISTRIBUTION

Non-monetary assistance, such as food received from the U.S. Department of Agriculture, is reported in the
Schedule at 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. At June 30, 2001, the District had no significant food commodities in inventory.
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35 North Fourth Street
Jim PETRO Columbus, Ohio 43215
AUDITOR OF STATE Telephone  614-466-3402
800-443-9275
Facsimile 614-728-7199
www.auditor.state.oh.us

STATE OF OHIO

REPORT OF INDEPENDENT ACCOUNTANTS ON COMPLIANCE AND ON
INTERNAL CONTROL REQUIRED BY GOVERNMENT AUDITING STANDARDS

Board of Education

Upper Arlington City School District
1950 North Mallway

Upper Arlington, Ohio 43221

We have audited the general purpose financial statements of the Upper Arlington City School District,
Franklin County, Ohio (the District) as of and for the year ended June 30, 2001, and have issued our report
thereon dated December 3, 2001, wherein we noted the District adopted Governmental Accounting
Standards Board Statements 33 and 36, made certain corrections to restate fund balance as of July 1, 2000
and wherein we noted we were unable to obtain evidence to support amounts recorded as property, plant
and equipment. Except as regards property plant and equipment, we conducted our audit in accordance
with auditing standards generally accepted in the United States of America and the standards applicable to
financial audits contained in Government Auditing Standards, issued by the Comptroller General of the
United States.

Compliance

As part of obtaining reasonable assurance about whether the District’s financial statements are free of
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts and grants, noncompliance with which could have a direct and material effect on the determination
of financial statement amounts. However, providing an opinion on compliance with those provisions was
not an objective of our audit and, accordingly, we do not express such an opinion. The results of our tests
disclosed no instances of noncompliance that are required to be reported under Government Auditing
Standards. However, we noted certain immaterial instances of noncompliance that we have reported to
management of the District in a separate letter dated December 3, 2001.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the District’s internal control over financial reporting
in order to determine our auditing procedures for the purpose of expressing our opinion on the financial
statements and not to provide assurance on the internal control over financial reporting. However, we noted
a certain matter involving the internal control over financial reporting and its operation that we consider to
be a reportable condition. Reportable conditions involve matters coming to our attention relating to
significant deficiencies in the design or operation of the internal control over financial reporting that, in our
judgment, could adversely affect the District’s ability to record, process, summarize and report financial data
consistent with the assertions of management in the financial statements. A reportable condition is
described in the accompanying schedule of findings as item 2001-10625-001.
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A material weakness is a condition in which the design or operation of one or more of the internal control
components does not reduce to a relatively low level the risk that misstatements in amounts that would be
material in relation to the financial statements being audited may occur and not be detected within a timely
period by employees in the normal course of performing their assigned functions. Our consideration of the
internal control over financial reporting would not necessarily disclose all matters in the internal control that
might be reportable conditions and, accordingly, would not necessarily disclose all reportable conditions that
are also considered to be material weaknesses. We consider the reportable condition described above to
be a material weakness. We also noted other matters involving the internal control over financial reporting
that do not require inclusion in this report, that we have reported to management of the District in a separate
letter dated December 3, 2001.

This report is intended for the information and use of management, the Board of Education, and federal

awarding agencies and pass-through entities, and is not intended to be and should not be used by anyone
other than these specified parties.

JIM PETRO
Auditor of State

December 3, 2001
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STATE OF OHIO

REPORT OF INDEPENDENT ACCOUNTANTS ON COMPLIANCE WITH REQUIREMENTS
APPLICABLE TO THE MAJOR FEDERAL PROGRAM AND INTERNAL CONTROL OVER
COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133 AND SCHEDULE OF FEDERAL
AWARDS RECEIPTS AND EXPENDITURES

Board of Education

Upper Arlington City School District
1950 North Mallway

Upper Arlington, Ohio 43221

Compliance

We have audited the compliance of the Upper Arlington City School District, Franklin County, Ohio (the
District) with the types of compliance requirements described in the U.S. Office of Management and Budget
(OMB) Circular A-133, Compliance Supplement that are applicable to its major federal program for the year
ended June 30, 2001. The District’'s major federal program is identified in the summary of auditor’s results
section of the accompanying schedule of findings. Compliance with the requirements of laws, regulations,
contracts and grants applicable to its major federal program is the responsibility of the District’'s
management. Our responsibility is to express an opinion on the District's compliance based on our audit.

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

In our opinion, the District complied, in all material respects, with the requirements referred to above that
are applicable to its major federal program for the year ended June 30, 2001.

Internal Control Over Compliance

The management of the District is responsible for establishing and maintaining effective internal control
over compliance with requirements of laws, regulations, contracts and grants applicable to federal programs.
In planning and performing our audit, we considered the District’s internal control over compliance with
requirements that could have a direct and material effect on a major federal program in order to determine
our auditing procedures for the purpose of expressing our opinion on compliance and to test and report on
internal control over compliance in accordance with OMB Circular A-133.
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Our consideration of the internal control over compliance would not necessarily disclose all matters in the
internal control that might be material weaknesses. A material weakness is a condition in which the design
or operation of one or more of the internal control components does not reduce to a relatively low level the
risk that noncompliance with applicable requirements of laws, regulations, contracts and grants that would
be material in relation to a major federal program being audited may occur and not be detected within a
timely period by employees in the normal course of performing their assigned functions. We noted no
matters involving the internal control over compliance and its operation that we consider to be material
weaknesses. We noted a matter involving the internal control over federal compliance that does not require
inclusion in this report, that we have reported to management of the District in a separate letter dated
December 3, 2001.

This report is intended for the information and use of management, the Board of Education, and federal

awarding agencies and pass-through entities, and is not intended to be and should not be used by anyone
other than these specified parties.

JIM PETRO
Auditor of State

December 3, 2001
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UPPER ARLINGTON SCHOOL DISTRICT
FRANKLIN COUNTY

SCHEDULE OF FINDINGS
OMB CIRCULAR A -133 § .505
JUNE 30, 2001

1. SUMMARY OF AUDITOR’S RESULTS

(@)D Type of Financial Statement Opinion Qualified
(d)(1)(ii) Were there any material control Yes
weakness conditions reported at the
financial statement level (GAGAS)?
(d)(1)(ii) Were there any other reportable No
control weakness conditions
reported at the financial statement
level (GAGAS)?
(d)(1)(iii) Was there any reported material non- | No
compliance at the financial statement
level (GAGAS)?
(d)(1)(iv) Were there any material internal No
control weakness conditions
reported for major federal programs?
(d)(1)(iv) Were there any other reportable No
internal control weakness conditions
reported for major federal programs?
(d)(@2)(v) Type of Major Programs’ Compliance | Unqualified
Opinion
(d)(L)(vi) Are there any reportable findings No
under § .5107?
(d)(D)(vii) Major Programs (list): Special Education Cluster,
CFDA # 84.027 & CFDA # 84.173
(d)(Q)(viii) Dollar Threshold: Type A\B Programs | Type A: > $ 300,000
Type B: all others
(d)(1)(ix) Low Risk Auditee? No
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UPPER ARLINGTON SCHOOL DISTRICT
FRANKLIN COUNTY

SCHEDULE OF FINDINGS
OMB CIRCULAR A -133 § .505
JUNE 30, 2001
(Continued)

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

FINDING NUMBER 2001-10625-001
Material Weakness - Fixed Assets

The District should maintain a current listing of all fixed assets. This list should be maintained by the
Treasurer and be updated yearly for any additions and disposals. A good asset tracking or management
system allows the District to properly report the value of its fixed assets in its financial statements including
accounting for and reporting depreciation of its Proprietary Fund assets. It also helps in reflecting dollar
value of assets for insurance coverage, proof of loss, and replacement of assets.

The District’s fixed asset listing is on the School Asset and Accounting System and Equipment Inventory
System maintained by the District’'s computer consortium (Metropolitan Educational Council). The District’s
fixed asset listing for its general fixed assets was not reconciled in total with the amount reflected on the
financial statements. The District’s fixed asset listing has general fixed assets total of approximately $35.2
million and the financial statements report an amount of approximately $73 million. This deficiency could
result in inaccurate financial reporting of the District’s fixed assets and hinder the prevention of loss or
misappropriation of assets.

We recommend the District perform a physical inventory of all fixed assets held by the District. The School
Asset and Accounting System and Equipment Inventory System should be updated to reflect the assets
held. We also recommend the District review and revise its fixed assets accounting policies that address
the procedures to be followed in acquiring fixed assets, disposal of assets, tracking of assets within the
District, valuation of assets and annual physical inventory procedures.

The District plans on contracting with an appraisal firm to inventory and value fixed assets as of June 30,
2002. The School Asset and Accounting System and Equipment Inventory System will be updated to reflect
the appraisers inventory and valuation of fixed assets.

3. FINDINGS AND QUESTIONED COSTS FOR FEDERAL AWARDS

None
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UPPER ARLINGTON CITY SCHOOL DISTRICT
FRANKLIN COUNTY

SCHEDULE OF PRIOR AUDIT FINDINGS
OMB CIRCULAR A -133 § .315 (b)
JUNE 30, 2001

Finding

Number

Finding
Summary

Status of Findings

00-1

Ohio Rev. Code Section
5705.412, failure to complete
and attach the proper
certifications for qualifying
contracts

Corrected

00-2

OMB Circular A-87, failure to
obtain proper semi-annual
certifications

Finding does not warrant further action
because it does not materially effect the
financial position of the District and its
federal programs.
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88 East Broad Street
STATE OF OHIO P.O. Box 1140

OFFICE OF THE AUDITOR Columbus, Ohio 43216-1140

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

Facsimile  614-466-4490

UPPER ARLINGTON CITY SCHOOL DISTRICT

FRANKLIN 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 3, 2002
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