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743 East State Street
STATE OF OHIO Athens Mall Suite B

OFFICE OF THE AUDITOR Athens, Ohio 45701

Telephone 740-594-3300
800-441-1389

Facsimile 740-594- 2110

www.auditor.state.oh.us

JiM PETRO, AUDITOR OF STATE

REPORT OF INDEPENDENT ACCOUNTANTS

East Guernsey Local School District
Guernsey County

229 Old National Road

Old Washington, Ohio 43768

To the Board of Education:

We have audited the accompanying general purpose financial statements of the East Guernsey Local
School District, Guernsey County, Ohio (the School District), as of and for the year ended June 30, 2002,
as listed in the table of contents. These general purpose financial statements are the responsibility of the
School District’s management. Our responsibility is to express an opinion on these general purpose
financial statements based on our audit.

We conducted our audit in accordance with 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.

In our opinion, the general purpose financial statements referred to above present fairly, in all material
respects, the financial position of the East Guernsey Local School District, Guernsey County, as of June
30, 2002, and the results of its operations and the cash flows of its proprietary fund types and
nonexpendable trust funds for the year then ended in conformity with accounting principles generally
accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued a report dated December 16,
2002, on our consideration of the School District’s internal control over financial reporting and our tests of
its compliance with certain provisions of laws, regulations, contracts, and grants. That report is an
integral part of an audit performed in accordance with Government Auditing Standards and should be
read in conjunction with this report in considering the results of our audit.



East Guernsey Local School District
Guernsey County

Report of Independent Accountants
Page -2-

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. In our opinion, it 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 16, 2002
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Assets and Other Debits:

Assets:

Equity in Pooled Cash

and Cash Equivalents
Cash and Cash Equivalents:
With Fiscal Agents
Investments
Receivables:

Property & Other Local Taxes
Accounts
Intergovernmental

Accrued Interest
Inventory Held for Resale
Materials/Supplies Inventory
Prepaid Items

Fixed Assets
Accumulated Depreciation

Other Debits:

Amount Available in Debt Service

Fund for Retirement of
General Obligation Debt
Amount to be Provided from

General Government Resources

Total Assets and Other Debits:

East Guernsey Local School District

Guernsey County

Combined Balance Sheet
All Fund Types and Account Groups
For the Fiscal Year Ended June 30, 2002

Special Debt Capital

General Revenue Service Projects
$3,031,060 $187,183 $532,214 $1,181,845
0 0 0 0
0 0 0 2,427,764
2,190,235 45,305 367,351 0
815 237 0 0
10,393 12,580 174 0
0 0 0 25,924
0 0 0 0
43,756 0 0 0
81,223 3,354 0 0
0 0 0 0
0 0 0 0
0 0 0 0
0 0 0 0

$5,357,482

$3,635,533

$248,659

$899,739

See accompanying Notes to the General Purpose Financial Statements.




------ Proprietary Fund Types ---- -- Fiduciary -- -------- Account Groups --------
General General Totals
Internal Trust and Fixed Long Term  (Memorandum
Enterprise Service Agency Assets Obligation Only)

$72,403 $0 $63,505 $0 $0 $5,068,210

0 441,809 0 0 0 441,809

0 0 44,537 0 0 2,472,301

0 0 0 0 0 2,602,891

0 0 0 0 0 1,052

0 0 0 0 0 23,147

0 0 822 0 0 26,746

7,727 0 0 0 0 7,727
2,024 0 0 0 0 45,780
3,758 0 0 0 0 88,335
160,222 0 0 10,418,588 0 10,578,810
(145,247) 0 0 0 0 (145,247)

0 0 0 0 640,266 640,266

0 0 0 0 3,942,415 3,942,415

$100,887 $441,809 $108,864 $10,418,588 $4,582,681 $25,794,242
(Continued)



Liabilities, Fund Equity
and Other Credits:

Liabilities:

Accounts Payable

Accrued Wages and Benefits
Compensated Absences Payable
Intergovernmental Payable

Long Term Pension Obligation
Deferred Revenue

Due to Students

Accrued Interest Payable

Claims Payable

Capital Leases Payable

Energy Conservation Loan Payable
General Obligation Bond Anticipation Note
General Obligation Bonds Payable

Total Liabilities:

Fund Equity and Other Credits:

Investment in
General Fixed Assets
Contributed Capital
Retained Earnings:
Unreserved
Fund Balances:
Reserved:
Reserved for Encumbrances
Reserved for Inventory
Reserved for Endowments
Reserved for Property Taxes
Unreserved:
Unreserved, Undesignated

Total Fund Equity
and Other Credits:

Total Liabilities, Fund Equity
and Other Credits

East Guernsey Local School District
Guernsey County
Combined Balance Sheet
All Fund Types and Account Groups
For the Fiscal Year Ended June 30, 2002
(Continued)

Special Debt Capital

General Revenue Service Projects
$46,053 $13,439 $0 $0
643,351 49,100 0 0
12,414 0 0 0
164,297 10,247 0 0
0 0 0 0
1,690,720 34,076 259,473 0
0 0 0 0
519 0 0 0
0 0 0 0
0 0 0 0
115,000 0 0 0
0 0 0 0
2,672,354 106,862 259,473 0
0 0 0 0
0 0 0 0
0 0 0 0
353,842 38,323 0 161,815
43,756 0 0 0
0 0 0 0
499,515 11,965 107,878 0
1,788,015 91,509 532,388 3,473,718
2,685,128 141,797 640,266 3,635,533
$5,357,482 $248,659 $899,739 $3,635,533

See accompanying Notes to the General Purpose Financial Statements.



------ Proprietary Fund Types ----

Enterprise

$2,171
23,972

7,648
16,031

[eNoNoNoNoNoNe)

-- Fiduciary --  -----—-- Account Groups --------

General General Totals
Internal Trust and Fixed Long Term  (Memorandum

Service Agency Assets Obligation Only)
$0 $0 0 $0 $61,663
0 0 0 0 716,423
0 0 0 467,436 487,498
0 0 0 0 190,575
0 0 0 69,586 69,586
0 0 0 0 1,984,269
0 55,460 0 0 55,460
0 0 0 0 519
114,260 0 0 0 114,260
0 0 0 84,442 84,442
0 0 0 0 115,000
2,891,000 2,891,000
0 0 0 1,070,217 1,070,217
114,260 55,460 0 4,582,681 $7,840,912
0 0 10,418,588 0 10,418,588
0 0 0 0 144,920
327,549 4,998 0 0 238,692
0 0 0 0 553,980
0 0 0 0 43,756
0 49,477 0 0 49,477
0 0 0 0 619,358
0 (1,071) 0 0 5,884,559
327,549 53,404 10,418,588 0 $17,953,330
$441,809 $108,864 $10,418,588 $25,794,242

$4,582,681




Revenues:

Property and Other Local Taxes
Intergovernmental

Interest

Tuition and Fees

Rent

Extracurricular Activities

Gifts and Donations
Miscellaneous

Total Revenues:

Expenditures:
Instruction:
Regular
Special
Vocational
Adult/Continuing
Other
Support services:
Pupils
Instructional Staff
Board of Education
Administration
Fiscal
Operation/Maintenance of Plant
Pupil Transportation
Central
Extracurricular activities
Capital Outlay
Debt Service - Principal
Debt Service - Interest

Total Expenditures:

Excess of Revenues Over
(Under) Expenditures:

Other Financing Sources (Uses):

Proceeds from Sale of Fixed Assets
Proceeds from Sale of Notes
Inception of Capital Leases

Refund of Prior Year Expenditures
Operating Transfers In

Operating Transfers Out

Total Other Financing Sources (Uses):
Excess of Revenues and Other Financing

Sources Over (Under) Expenditures and
Other Financing Uses:

Fund Balance at Beginning of Year
Increase in Reserve for Inventory

Fund Balance at End of Year

East Guernsey Local School District

Guernsey County

Combined Statement of Revenues, Expenditures and Changes in Fund Balances

All Governmental Fund Types and Expendable Trust Fund

For the Fiscal Year Ended June 30, 2002

Governmental Fund Types Fiduciary
Totals
Special Debt Capital Expendable (Memorandum
General Revenue Service Projects Trust Only)

$1,449,305 $33,523 $296,827 $0 $0 $1,779,655
5,606,465 575,057 34,812 710,714 0 6,927,048
106,361 1,959 0 72,541 1 180,862
69,546 237 0 0 0 69,783
8,528 0 0 0 0 8,528

0 120,434 0 0 0 120,434

0 1,532 0 0 1,213 2,745

41,925 511 0 0 42,436
7,282,130 733,253 331,639 783,255 1,214 9,131,491
3,583,837 174,665 0 68,224 0 3,826,726
503,770 167,154 0 0 0 670,924
279,508 0 0 0 0 279,508
3,491 0 0 0 0 3,491
14,769 0 0 0 1,400 16,169
431,880 102,233 0 5,295 0 539,408
262,519 114,210 0 0 0 376,729
50,794 0 0 0 0 50,794
724,843 44,642 0 0 0 769,485
231,540 996 7,740 7,500 0 247,776
668,865 32,240 0 0 0 701,105
701,929 14,024 0 0 0 715,953
1,575 0 0 0 0 1,575
121,790 82,896 0 0 0 204,686

0 8,932 0 316,670 0 325,602

3,008 0 135,000 0 0 138,008
10,135 0 61,075 0 0 71,210
7,594,253 741,992 203,815 397,689 1,400 8,939,149
(312,123) (8,739) 127,824 385,566 (186) 192,342
1,602 0 0 0 0 1,602

0 0 0 2,891,000 0 2,891,000

78,105 0 0 0 0 78,105

13 50 0 0 0 63

0 0 0 121,105 0 121,105
(121,105) 0 0 0 0 (121,105)
(41,385) 50 0 3,012,105 0 2,970,770
(353,508) (8,689) 127,824 3,397,671 (186) 3,163,112
3,024,780 150,486 512,442 237,862 235 3,925,805
13,856 0 0 0 0 13,856
$2,685,128 $141,797 $640,266 $3,635,533 $49 $7,102,773

See accompanying Notes to the General Purpose Financial Statements.



East Guernsey Local School District
Guernsey County
Combined Statement of Revenues, Expenditures and Changes
in Fund Balances - Budget vs. Actual (Budget Basis
All Governmental Fund Types and Expendable Trust Func
For the Fiscal Year Ended June 30, 2002

---------------------------- General Fund Special Revenue Fund----------------
Variance Variance

Revised Favorable Revised Favorable

Budget Actual (Unfavorable) Budget Actual (Unfavorable)
Revenues:
Taxes $1,660,295 $1,670,212 $9,917 $32,300 $34,891 $2,591
Intergovernmental 5,572,058 5,596,072 24,014 594,620 591,585 (3,035)
Interest 214,683 106,361 (108,322) 1,380 1,959 579
Tuition and Fees 55,002 70,974 15,972 0 0 0
Rent 8,000 8,528 528 0 0 0
Extracurricular Activities 0 0 0 115,367 120,434 5,067
Gifts and Donations 8,000 0 (8,000) 3,200 1,532 (1,668)
Miscellaneous 32,396 41,925 9,529 0 511 511
Total Revenues: 7,550,434 7,494,072 (56,362) 746,867 750,912 4,045
Expenditures:
Current:

Instruction:

Regular 3,697,527 3,661,375 36,152 180,987 183,717 (2,730)

Special 485,824 505,516 (19,692) 221,637 166,427 55,210

Vocational 298,423 292,565 5,858 0 0 0

Adult/Continuing 3,491 3,491 0 0 0 0

Other 21,033 15,640 5,393 0 0 0

Support services:

Pupils 466,039 438,659 27,380 104,131 106,043 (1,912)

Instructional Staff 274,693 263,397 11,296 131,467 111,474 19,993

Board of Education 58,395 56,124 2,271 0 0 0

Administration 777,875 760,688 17,187 49,806 43,575 6,231

Fiscal 241,588 232,750 8,838 920 996 (76)

Operation/Maintenance of Plani 814,997 736,841 78,156 54,243 47,546 6,697

Pupil Transportation 875,863 828,509 47,354 19,243 11,690 7,553

Central 1,600 1,575 25 0 0 0

Extracurricular activities 129,858 122,118 7,740 108,529 99,419 9,110
Capital Outlay 6,500 6,500 0 11,223 9,517 1,706
Debt Service - Principal 0 0 0 0 0 0

- Interesi 0 0 0 0 0 0
Total Expenditures: 8,153,706 7,925,748 227,958 882,186 780,404 101,782
Excess of Revenues Over

(Under) Expenditures: (603,272) (431,676) 171,596 (135,319) (29,492) 105,827
Other Financing Sources (Uses)

Proceeds from Sale of Fixed Assets 0 1,602 1,602 0 0 0

Refund of Prior Year Expenditures 0 13 13 0 50 50

Proceeds from Sale of Notes 0 0 0 0 0 0

Operating Transfers In 0 0 0 0 0 0

Advances In 0 25,626 25,626 0 0 0

Operating Transfers Out (121,105) (121,105) 0 0 0 0

Advances Out 0 0 0 0 (25,626) (25,626)
Total Other Financing Sources (Uses) (121,105) (93,864) 27,241 0 (25,576) (25,576)
Excess of Revenues and Other

Financing Sources Over (Under)

Expenditures and Other Uses (724,377) (525,540) 198,837 (135,319) (55,068) 80,251
Fund Balances at Beginning of Year 2,820,847 2,820,847 0 136,817 136,817 0
Prior Year Encumbrances Appropriated 334,415 334,415 0 53,685 53,685 0
Fund Balance at End of Year $2,430,885 $2,629,722 $198,837 $55,183 $135,434 $80,251
See accompanying Notes to the General Purpose Financial Statements (Continued)



East Guernsey Local School District
Guernsey County
Combined Statement of Revenues, Expenditures and Changes
in Fund Balances - Budget vs. Actual (Budget Basis
All Governmental Fund Types and Expendable Trust Func
For the Fiscal Year Ended June 30, 2002
(Continued)

------------- Debt Service Fund------------- ---==--------—---Capital Projects Fund-----------
Variance Variance

Revised Favorable Revised Favorable

Budget Actual (Unfavorable) Budget Actual (Unfavorable)
Revenues:
Taxes $326,141 $326,830 $689 $0 $0 $0
Intergovernmental 34,272 34,638 366 699,614 710,714 11,100
Interest 0 0 0 1,800 20,916 19,116
Tuition and Fees 0 0 0 0 0 0
Rent 0 0 0 0 0 0
Extracurricular Activities 0 0 0 0 0 0
Gifts and Donations 0 0 0 0 0 0
Miscellaneous 0 0 0 0 0 0
Total Revenues: 360,413 361,468 1,055 701,414 731,630 30,216
Expenditures:
Current:

Instruction:

Regular 0 0 0 87,993 87,966 27

Special 0 0 0 0 0 0

Vocational 0 0 0 0 0 0

Adult/Continuing 0 0 0 0 0 0

Other 0 0 0 0 0 0

Support services:

Pupils 0 0 0 5,231 5,295 (64)

Instructional Staff 0 0 0 0

Board of Education 0 0 0 0 0 0

Administration 0 0 0 0 0 0

Fiscal 9,700 7,740 1,960 7,000 7,500 (500)

Operation/Maintenance of Plani 0 0 0 0 0 0

Pupil Transportation 0 0 0 0 0 0

Central 0 0 0 0 0 0

Extracurricular activities 0 0 0 0 0 0
Capital Outlay 0 0 0 578,895 475,170 103,725
Debt Service - Principal 185,000 185,000 0 0 0 0

- Interest 68,955 68,955 0 0 0 0
Total Expenditures: 263,655 261,695 1,960 679,119 575,931 103,188
Excess of Revenues Over

(Under) Expenditures: 96,758 99,773 3,015 22,295 155,699 133,404
Other Financing Sources (Uses)

Proceeds from Sale of Fixed Assets 0 0 0 0 0 0

Refund of Prior Year Expenditures 0 0 0 0 0 0

Proceeds from Sale of Notes 0 0 0 2,891,000 2,891,000 0

Operating Transfers In 0 0 0 121,105 121,105 0

Advances In 0 0 0 0 0 0

Operating Transfers Out 0 0 0 0 0 0

Advances Out 0 0 0 0 0 0
Total Other Financing Sources (Uses) 0 0 0 3,012,105 3,012,105 0
Excess of Revenues and Other

Financing Sources Over (Under)

Expenditures and Other Uses 96,758 99,773 3,015 3,034,400 3,167,804 133,404
Fund Balances at Beginning of Year 432,447 432,447 0 219,742 219,742 0
Prior Year Encumbrances Appropriated 0 0 0 34,549 34,549 0
Fund Balance at End of Year $529,205 $532,220 $3,015 $3,288,691 $3,422,095 $133,404

See accompanying Notes to the General Purpose Financial Statements
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Variance

Revised Favorable
Budget Actual (Unfavorable)
$0 $0 $0
0 0 0
0 1 1
0 0 0
0 0 0
0 0 0
1,200 1,213 13
0 0 0
1,200 1,214 14
0 0 0
0 0 0
0 0 0
0 0 0
1,400 1,400 0
0 0 0
0 0 0
0 0 0
0 0 0
0 0 0
0 0 0
0 0 0
0 0 0
0 0 0
0 0 0
0 0 0
0 0 0
1,400 1,400 0
(200) (186) 14
0 0 0
0 0 0
0 0 0
0 0 0
0 0 0
0 0 0
0 0 0
0 0 0
(200) (186) 14
236 236 0
0 0 0
$36 $50 $14

Variance
Revised Favorable
Budget Actual (Unfavorable)
$2,018,736 $2,031,933 13,197
6,900,564 6,933,009 32,445
217,863 129,237 (88,626)
55,002 70,974 15,972
8,000 8,528 528
115,367 120,434 5,067
12,400 2,745 (9,655)
32,396 42,436 10,040
9,360,328 9,339,296 (21,032)
3,966,507 3,933,058 33,449
707,461 671,943 35,518
298,423 292,565 5,858
3,491 3,491 0
22,433 17,040 5,393
575,401 549,997 25,404
406,160 374,871 31,289
58,395 56,124 2,271
827,681 804,263 23,418
259,208 248,986 10,222
869,240 784,387 84,853
895,106 840,199 54,907
1,600 1,575 25
238,387 221,537 16,850
596,618 491,187 105,431
185,000 185,000 0
68,955 68,955 0
9,980,066 9,545,178 434,888
(619,738) (205,882) 413,856
0 1,602 1,602
0 63 63
2,891,000 2,891,000 0
121,105 121,105 0
0 25,626 25,626
(121,105) (121,105) 0
0 (25,626) (25,626)
2,891,000 2,892,665 1,665
2,271,262 2,686,783 415,521
3,610,089 3,610,089 0
422,649 422,649 0
$6,304,000 $6,719,521 $415,521

1



Operating Revenues:

Sales

Charges for Services
Interest

Contributions and Donations

Total Operating Revenues:

Operating Expenses:
Salaries

Fringe Benefits
Purchased Services
Materials and Supplies
Cost of Sales
Depreciation

Claims

Other

Total Operating Expenses:

Operating Income (Loss):

Non-Operating Revenues (Expenses):
Federal Donated Commodities
Interest
Federal and State Subsidies

Total Non-Opererating Revenues (Expenses)

Net Income (Loss)

Retained Earnings/Fund Balance
(Deficit) at Beginning of Year - Restated

Retained Earnings/Fund Balance
(Deficit) at End of Year

Contributed Capital at Beginning of Year

Contributed Capital at End of Year

Total Fund Equity at End of Year

East Guernsey Local School District

Guernsey County

Proprietary Fund Types

Combined Statement of Revenues, Expenses and

Changes in Fund Equity

All Proprietary Fund Types and Non-Expendable Trust Fund
For the Fiscal Year Ended June 30, 2002

Fiduciary

Enterprise

123,234
64,635
4,061
20,369
192,389
2,656

30,461
1,239
180,335

(93,855)

144,920

See accompanying Notes to the General Purpose Financial Statements.
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Internal
Service

8,974
186,906
0

0

0
912,581

Non-Expendable
Trust

Totals
(Memorandum
Only)

$199,229
820,654
2,155
225

123,234
73,609
190,967
20,369
192,389
2,656
912,581
4,678

30,461
22,827
180,335

287,049

144,920



Operating Revenues:

Sales

Charges for Services
Interest

Contributions and Donations

Total Operating Revenues:

Operating Expenses:
Salaries

Fringe Benefits
Purchased Services
Materials and Supplies
Claims

Other

Capital Outlay

Total Operating Expenses:

Operating Income (Loss):

Other Financing Sources (Uses):

Non-Operating Revenues
Interest
Federal and State Subsidies

Total Other Financing Sources (Uses):

Excess of Revenues Over (Under)

Expenses:

Fund Equity at Beginning of Year

Prior Year Encumbrances Appropriated

Fund Equity at End of Year

East Guernsey Local School District

Guernsey County
Combined Statement of Revenues, Expenses and Changes in

Fund Equity - Budget vs. Actual (Budget Basis)

-------------------------- Enterprise-----------------
Variance
Revised Favorable
Budget Actual (Unfavorable)
190,650 199,229 $8,579
0 0 $0
0 0 $0
0 0 $0
190,650 199,229 8,579
124,741 121,892 2,849
59,817 65,439 (5,622)
8,650 6,271 2,379
198,195 194,741 3,454
0 0 0
1,150 1,178 (28)
6,042 0 6,042
398,595 389,521 9,074
(207,945) (190,292) 17,653
3,500 1,239 (2,261)
149,000 184,081 35,081
152,500 185,320 32,820
(55,445) (4,972) 50,473
54,453 54,453 0
14,237 14,237 0
$13,245 $63,718 $50,473

Proprietary Fund Types

All Proprietary Fund Types and Non-Expendable Trust Fund
For the Fiscal Year Ended June 30, 2002

Revised

Budget Actual

0 0
740,000 820,654
0 0

0 0
740,000 820,654
0 0

0 0
175,100 195,880
0 0
967,000 893,611

0 0

0 0
1,142,100 1,089,491
(402,100) (268,837)

30,000 21,588

0 0

30,000 21,588
(372,100)  (247,249)

689,058 689,058
0 0

$316,958 $441,809

See accompanying Notes to the General Purpose Financial Statements.
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East Guernsey Local School District

Guernsey County

Combined Statement of Revenues, Expenses and Changes in

Fund Equity - Budget vs. Actual (Budget Basis)

Proprietary Fund Types and Non-Expendable Trust Fund

For the Fiscal Year Ended June 30, 2002

(Continued)

---------------- Fiduciary Fund Type -------
------------------ Non-Expendable Trust----------
Variance
Revised Favorable
Budget Actual (Unfavorable)
Operating Revenues:

Sales 0 0 0

Charges for Services 0 0 0

Interest 3,000 1,333 (1,667)

Contributions and Donations 0 225 225
Total Operating Revenues: 3,000 1,558 (1,442)
Operating Expenses:

Salaries 0 0 0

Fringe Benefits 0 0 0

Purchased Services 0 0 0

Materials and Supplies 0 0 0

Claims 0 0 0

Other 4,000 4,000 0

Capital Outlay 0 0 0
Total Operating Expenses: 4,000 4,000 0
Operating Income (Loss): (1,000) (2,442) (1,442)
Other Financing Sources (Uses):

Non-Operating Revenues

Interest 0 0 0

Federal and State Subsidies 0 0 0
Total Other Financing Sources (Uses): 0 0 0
Excess of Revenues Over (Under)

Expenses: (1,000) (2,442) (1,442)
Fund Equity at Beginning of Year 54,474 54,474 0
Prior Year Encumbrances Appropriated 0 0 0
Fund Equity at End of Year $53,474 $52,032 ($1,442)

See accompanying Notes to the General Purpose Financial Statements.
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Variance
Revised Favorable
Budget Actual (Unfavorable)
190,650 199,229 8,579
740,000 820,654 80,654
3,000 1,333 (1,667)
0 225 225
933,650 1,021,441 87,791
$124,741 $121,892 $2,849
59,817 65,439 (5,622)
183,750 202,151 (18,401)
198,195 194,741 3,454
967,000 893,611 73,389
5,150 5,178 (28)
6,042 0 6,042
1,544,695 1,483,012 61,683
(611,045) (461,571) 149,474
33,500 22,827 (10,673)
149,000 184,081 35,081
182,500 206,908 24,408
(428,545) (254,663) 173,882
797,985 797,985 0
14,237 14,237 0
$383,677 $557,559 $173,882




All Proprietary Fund Types and Non-Expendable Trust Fund

Increase (Decrease) in Cash and Cash Equivalents:

Cash Flows from Operating Activities:
Cash Received from Customers
Cash Received from Contributions and Donations
Cash Received from Quasi-External
Transactions with Other Funds
Cash Payments to Suppliers for Goods and Services
Cash Payments to Employees for Services
Cash Payments for Employee Benefits
Cash Payments for Claims
Cash Payments for Scholarships
Other Operating Expenses

Net Cash (Used for) Operating Activities

Cash Flows from Non-capital Financing Activities:
Operating Grants Received

Net Cash Provided by Non-capital Financing Activities

Cash Flows from Investing Activities:
Interest on Investments

Net Cash Provided by Investing Activities

Net Increase (Decrease) in Cash and Cash Equivalents

Cash and Cash Equivalents at Beginning of Year

Cash and Cash Equivalents at End of Year

East Guernsey Local School District
Guernsey County
Combined Statement of Cash Flows -

For the Fiscal Year Ended June 30, 2002

--------- Proprietary Fund Types-----

Internal
Enterprise Service
199,229 0
0 0
0 820,654
(192,327) (195,880)
(121,892) 0
(65,439) 0
0 (893,611)
0 0
(1,178) 0
(181,607) (268,837)
184,081 0
184,081 0
1,239 21,588
1,239 21,588
3,713 (247,249)
68,690 689,058
$72,403 $441,809

See accompanying Notes to the General Purpose Financial Statements.

15

----Fiduciary----- Totals
Non-Expendable (Memorandum
Trust Only)
0 199,229
225 225
0 820,654
0 (388,207)
0 (121,892)
0 (65,439)
0 (893,611)
(3,500) (3,500)
0 (1,178)
(3,275) (453,719)
0 184,081
0 184,081
1,333 24,160
1,333 24,160
(1,942) (245,478)
9,938 767,686
$7,996 $522,208
(Continued)



All Proprietary Fund Types and Non-Expendable Trust Fund

Reconciliation of Operating Income (Loss) to Net
Cash Provided by (Used for) Operating Activities:

Operating Income (Loss)

Adjustments to Reconcile Operating Income (Loss) to
Net Cash Provided by (Used for) Operating Activities
Depreciation
Donated Commodities Used During Year
Interest
Changes in Assets and Liabilities:
Increase in Accrued Interest Receivable
Increase in Prepaid Items
Decrease in Inventory Held for Resale
Increase in Materials and Supplies Inventory
Decrease in Accounts Payable
Increase in Accrued Wages
Increase in Compensated Absences Payable
Decrease in Intergovernmental Payable
Increase in Claims Payable

Total Adjustments
Net Cash (Used for) Operating Activities
Reconciliation:
Trust and Agency Cash & Cash Equivalents
Less: Expendable Trust Fund Cash & Cash Equivalents
Less: Agency Funds Cash & Cash Equivalents

Non-Expendable Trust Fund Cash & Cash Equivalents

Non-Cash Transactions:

(1) During fiscal year 2002, the School District received $25,708 in federal donated commaodities.

East Guernsey Local School District
Guernsey County
Combined Statement of Cash Flows -

For the Fiscal Year Ended June 30, 2002

(Continued)

------- Proprietary Fund Types-----

Enterprise

($209,293)

Internal
Service

(287,807)

2,656
25,708
0

0

(322)
922

(569)

(1,703)
831
511

(348)
0

27,686

18,970

($181,607)

($268,837)

See accompanying Notes to the General Purpose Financial Statements.
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----Fiduciary----- Totals
Non-Expendable (Memorandum
Trust Only)
(1,120) (498,220)
0 2,656
0 25,708
(1,333) (1,333)
(822) (822)
0 (322)
0 922
0 (569)
0 (1,703)
0 831
0 511
0 (348)
0 18,970
(2,155) 44,501
($3,275) ($453,719)
63,505
(49)
(55,460)
$7,996



EAST GUERNSEY LOCAL SCHOOL DISTRICT
GUERNSEY COUTNY

NOTES TO THE GENERAL PURPOSE FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2002

NOTE 1 - DESCRIPTION OF THE SCHOOL DISTRICT

The East Guernsey Local School District (the School District) was formed in 1976 with the consolidation of
Zane Trace Local Schools and Madison Consolidated Local Schools. The School District is located in
southeastern Ohio and encompasses the eastern 45% of Guernsey County.

The East Guernsey Local School District operates under a locally elected five member board form of
government and provides educational services as authorized and mandated by state and federal agencies.
The School Board controls the School District’s five instructional/support facilities, which are staffed by 62
classified employees, 83 certified teaching employees, and 8 administrators, who provide services to
approximately 1,266 students and other community members.

A

Reporting Entity

The financial reporting entity may consist of: a) the primary government, b) component units which are
legally separate organizations which are fiscally dependent on the School District or for which the
School District is financially accountable, and ¢) governmental organizations for which the primary
government is not financially accountable, but for which the nature and significance of their financial
relationship with the primary government are such that exclusion would cause the reporting entity’s
financial statements to be misleading orincomplete. In this School District, no separate governmental
units meet the criteria for inclusion as a component unit.

The East Guernsey Local School District provides more than instruction to its students. These
additional services include student guidance, extracurricular activities, educational media and care
and upkeep of grounds and buildings. The operation of each of these activities is directly controlled
by the Board of Education through the budgetary process. The School District operations form the
oversight unit and are included as part of the reporting entity.

Potential Component Units - Excluded

The following potential component units have been excluded from the School District’s financial
statements because the School District is not financially accountable for these organizations, nor are
these entities for which the School District approves the budget, the issuance of debt or the levying of
taxes.

Guernsey-Monroe-Noble Educational Service Center (GMNESC)

The Guernsey-Monroe-Noble Educational Service Center is affiliated with the East Guernsey Local
School District as mandated by Ohio Revised Code and provides services with funds received for that
purpose from state and federal funding sources. Other services are provided on a contractual basis.
The GMNESC is a separate body politic and board members are elected independently of any
School District relationships.

The East Guernsey Local School District has no involvement in the selection of employees,
budgeting, or management of the GMNESC. The Guernsey-Monroe-Noble Educational Service
Center is not considered part of the School District and its operations are not included within the
accompanying financial statements.
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EAST GUERNSEY LOCAL SCHOOL DISTRICT
GUERNSEY COUTNY

NOTES TO THE GENERAL PURPOSE FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2002

Head Start Program of the Guernsey-Monroe-Noble Tri-County Community Action Committee

Beginning with the 1991-92 school year, the School District entered into an agreement with the
Guernsey-Monroe-Noble Tri-County Community Action Committee to house two of its Head Start
program units in the Quaker City Elementary and Madison Elementary buildings. Head Start is a
program to provide services to preschool children based on income eligibility requirements. The
program serves children from the School District and surrounding areas.

Head Start is operated by the GMN Tri-County CAC, which is governed by an independently
appointed Board of Directors. The Board of Directors is in charge of all budgetary processes for the
CAC. The East Guernsey Local School District has no control over CAC Board processes, and only
provides space and meals in exchange for reimbursement.

Boosters: Athletic, Music and Academic; Parent-Teacher Organizations

The East Guernsey Local School District is not involved in the budgeting or management, is not
responsible for any debt and has no influence over the school support organizations that operate
within the School District. The activity of these organizations will not be included as a part of the
financial statements.

Jointly Governed Organizations and Public Entity Pools

The School District is involved with the Ohio Mid Eastern Regional Educational Service Agency
(OMERESA), the East Central Ohio — Special Education Regional Resource Center (ECO-SERRC),
and the Mid East Ohio Vocational School District, (MEOVSD) which are defined as jointly governed
organizations, and the Ohio Mid Eastern Regional Educational Service Agency (OMERESA) Health
Benefits Plan self insurance consortium, and the Ohio School Boards’ Association Workers’
Compensation Group Rating Program (GRP) workers’ compensation insurance purchasing pool,
which are defined as public entity pools. Additional information concerning the jointly governed
organizations and the public entity pools is presented in Note 8 and Note 9.

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements of the School District have been prepared in conformity with generally accepted
accounting principles (GAAP) as applied to governmental units. The Governmental Accounting Standards
Board (GASB) is the accepted standard-setting body for establishing governmental accounting and financial
reporting principles. The School District also applies Financial Accounting Standards Board statements issued
on or before November 30, 1989, to the proprietary funds provided they do not conflict with or contradict GASB
pronouncements. The more significant of the School District’s accounting policies are described below.

A.

Basis of Presentation - Fund Accounting

The School District uses funds and account groups to report 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 School District functions or activities.
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EAST GUERNSEY LOCAL SCHOOL DISTRICT
GUERNSEY COUTNY

NOTES TO THE GENERAL PURPOSE FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2002

A fund is defined as a fiscal 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 balances, and
changes therein, which are segregated for the purpose of carrying on specific activities or attaining
certain objectives in accordance with special restrictions or limitations.

An account group is a financial 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 School District are grouped
into the following generic fund types under the broad fund categories of governmental, proprietary and
fiduciary.

GOVERNMENTAL FUND TYPES:

Governmental funds are those through which most governmental functions of the School District are
financed. The acquisition, use and balances of the School District’s expendable financial resources
and the related current liabilities (except those accounted for in proprietary and trust funds) are
accounted for through governmental funds. The following are the School District’s governmental
funds:

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

Special Revenue Funds - Special revenue funds are used to account for the proceeds of specific
revenue sources (other than expendable trust funds or for major capital projects) that are legally
restricted to expenditures for specified purposes.

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

Capital Projects Funds - The capital projects funds are used to account for financial resources to
be used for the acquisition, renovation or construction of major capital facilities (other than those
financed by proprietary funds or trust funds).

PROPRIETARY FUND TYPES:

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

Enterprise Funds - Enterprise funds are used to account for operations that are financed and operated
in a manner similar to private business enterprises. The intent is that the costs (expenses, including
depreciation) of providing goods or services to the general public on a continuing basis are financed
or recovered primarily through user charges, or where it has been decided that periodic determination
of revenues earned, expenses incurred, and/or net income is appropriate for capital maintenance,
public policy, management control, accountability or other purposes.
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EAST GUERNSEY LOCAL SCHOOL DISTRICT
GUERNSEY COUTNY

NOTES TO THE GENERAL PURPOSE FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2002

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

FIDUCIARY FUND TYPES:

Fiduciary funds are used to account for assets held by the School District in a trustee capacity or as
an agent for individuals, private organizations, other governmental units and/or other funds. These
include expendable trust, non-expendable trust, and agency funds. Agency funds are custodial in
nature (assets equal liabilities) and do not involve measurement of results of operations.

Expendable Trust Funds - The expendable trust funds are accounted for in essentially the same
manner as the governmental fund types, using the same measurement focus and basis of accounting.
Expendable trust funds account for assets where both the principal and interest may be spent.

Non-Expendable Trust Funds - The non-expendable trust funds are accounted for in essentially the
same manner as proprietary funds; the principal of the trust must be preserved intact.

Agency Funds - Agency funds are custodial in nature and do not present results of operations or have
a measurement focus. Agency funds are accounted for using the modified accrual basis of
accounting. These funds are used to account for assets that the government holds for others in an
agency capacity.

ACCOUNT GROUPS:

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

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

General Long-Term Obligations Account Group - This account group is established to account for all
long-term obligations of the School District except those accounted for in the proprietary or non-
expendable trust funds.

Measurement Focus and Basis of Accounting

The accounting and financial reporting treatment applied to a fund are determined by its measurement
focus. All governmental fund types and expendable trust funds are accounted for using a flow 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) in net current assets, and
decreases (i.e., expenditures and other financing uses) in net current assets.
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EAST GUERNSEY LOCAL SCHOOL DISTRICT
GUERNSEY COUTNY

NOTES TO THE GENERAL PURPOSE FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2002

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 and
non-expendable trust fund types operating statements present increases (i.e., revenues) and
decreases (i.e., 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. The modified accrual basis of accounting is followed for the governmental,
expendable trust and agency funds. The full accrual basis of accounting is followed for the proprietary
funds.

Revenue resulting from exchange transactions, in which each party gives and receives essentially
equal value, is recorded on the accrual basis when the exchange takes place. On a modified accrual
basis, revenue is recorded in the fiscal year in which the resources are measurable and become
available. Available means that the resources will be collected within the current fiscal year or are
expected to be collected soon enough thereafter to be used to pay liabilities of the current fiscal year.
For the School District, available means expected to be received within sixty days of year-end.

Non-exchange transactions, in which the School District receives value without directly giving equal
value in return, include property taxes, grants, entittements and donations. On an accrual basis,
revenue from property taxes is recognized in the fiscal year for which the taxes are levied. (See Note
6.) Revenue from grants, entitlements and donations is recognized in the fiscal year in which all
eligibility requirements have been satisfied. Eligibility requirements include timing requirements,
which specify the year when the resources are required to be used or the fiscal year when use is first
permitted, matching requirements, in which the School District must provide local resources to be
used for a specified purpose, and expenditure requirements, in which the resources are provided to
the School District on a reimbursement basis. On a modified accrual basis, revenue from
non-exchange transactions must also be available before it can be recognized.

Under the modified accrual basis, the following revenue sources are considered to be both
measurable and available at fiscal year-end: property taxes available as an advance, interest, tuition,
grants, student fees and rentals.

Deferred revenue arises when assets are recognized before revenue recognition criteria have been
satisfied. Property taxes for which there is an enforceable legal claim as of June 30, 2002, but which
were levied to finance fiscal year 2003 operations, have been recorded as deferred revenue.

Grants and entitlements received before eligibility requirements are met are also recorded as deferred
revenue. On governmental fund financial statements, receivables that will not be collected within the
available period have also been reported as deferred revenue.

The measurement focus of governmental fund accounting is on decreases in net financial resources
(expenditures) rather than expenses. Expenditures are generally recognized in the accounting period
in which the related fund liability is incurred, if measurable. Allocations of cost, such as depreciation
and amortization, are not recognized in governmental funds.
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EAST GUERNSEY LOCAL SCHOOL DISTRICT
GUERNSEY COUTNY

NOTES TO THE GENERAL PURPOSE FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2002

Budgetary Data

The budgetary process is prescribed by provisions of the Ohio Revised Code and entails the
preparation of budgetary documents within an established timetable. The documents involved include
the tax budget, the certificate of estimated resources, and the appropriations resolution, all of which
are prepared on the budgetary basis of accounting. The certificate of estimated resources and the
appropriations resolution are subject to amendment throughout the year with the legal restriction that
appropriations cannot exceed established resources, as certified. All funds, other than agency funds,
are legally required to be budgeted and appropriated.

The School District budgets agency funds as well, but only as a local control measure and not for
compliance purposes. The primary level of budgetary control is at the object level within each
function for the General Fund. All other funds are appropriated at the fund level, that being the
primary level of budgetary control. Any budgetary modifications at the primary level of budgetary
control may only be made by resolution of the Board of Education.

Tax Budget:

Prior to January 15, the Superintendent and Treasurer submit to the Board of Education a proposed
operating budget for the fiscal year commencing the following July 1. The budget includes proposed
expenditures and estimated revenues for all funds. A public hearing is advertised and conducted to
obtain taxpayer comments. The express purpose of the budget document is to reflect the need for
existing (orincreased) tax rates. By no later than January 20, the Board-adopted budget is filed with
the Guernsey 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 Guernsey County Budget Commission and receives the Commission’s certificate of estimated
resources which states the projected revenue of each fund. Prior to June 30, the School District must
revise its budget so that the total contemplated expenditures from any fund during the ensuing year
will not exceed the amount stated in the certificate of estimated resources.

The revised budget then serves as the basis for the appropriation measure. On or about July 1, the
certificate is amended to include any 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 School District Treasurer. The estimated revenues which appear on the financial
statements reflect the estimated resource amounts at the time the final appropriations were passed.

22
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NOTES TO THE GENERAL PURPOSE FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2002

Appropriations:

Upon receipt from the County Auditor of an amended certificate of estimated resources based on final
assessed values and tax rates or a certificate saying no new certificate is necessary, the annual
appropriations resolution must be legally enacted by the Board of Education at the primary levels of
budgetary control. Prior to the passage of the annual appropriations measure, the Board may pass a
temporary appropriations measure to meet the ordinary expenses of the School District. The
appropriations 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 the primary level of budgetary control. Any revisions that alter total function
appropriations within the General fund, or alter object appropriations within functions of the General
fund, or any revisions which alter the total of any other fund appropriation, 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 supplemental appropriations were legally enacted, none of which
were individually 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 all funds, except Agency funds,
consistent with statutory provisions.

Encumbrances:

As part of formal budgetary control, purchase orders, contracts and other commitments for the
expenditure of moneys are recorded as the equivalent of expenditures on the non-GAAP budgetary
basis in order to reserve that portion of the applicable appropriation and to determine and maintain
legal compliance.  These reservations are referred to as encumbrances. 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 are 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 reverts to the respective
fund from which it was appropriated and becomes subject to future appropriation. Encumbered
appropriations are carried forward to the succeeding fiscal year and are not reappropriated.

Cash and Cash Equivalents/Investments

To improve cash management, all cash received by the School District (except for funds from state
and local sources for the Ohio School Facilities construction project) is pooled in a central bank
account. A second account exists for the construction funds to maintain a proper segregation of
funds. In addition, the School District has one depository clearing account, which receives deposits
from Quaker City Elementary during the school year, and is cleared into the central bank account at
the end of each month. Moneys for all funds, including proprietary funds, are maintained in the
depository clearing account, the central bank account, or temporarily used to purchase short term
investments. Individual fund integrity is maintained through School District records.
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Each fund’s interest in the pooled bank account is presented as equity in pooled cash and cash
equivalents on the balance sheet. During the fiscal year 2002, investments included STAROhio,
Federal Home Loan Mortgage Corporation notes, National City Bank Autosweep repurchase
agreements and a Certificate of Deposit. 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 nonnegotiable certificates of deposit are
reported at cost.

The School District participates in the OMERESA insurance consortium for self insurance (see
Note 9). This results in moneys held separate from the School District’s central bank account by the
consortium. These moneys are reflected in the School District’s financial statements as cash and
cash equivalents with fiscal agents.

The School District invested funds in the State Treasury Asset Reserve of Ohio (STAROhio) during
the fiscal year 2002. STAROhio is an investments pool managed by the State Treasurer’s Office
which allows governments within the state to pool their funds for investment purposes. STAROhio is
not registered with the SEC as an investment company, but does operate in a manner consistent with
Rule 2a7 of the Investment Company Act of 1940. Investments in STAROhio are valued at
STARONhio’s share price which is the price the investment could be sold for on June 30, 2002.

Under existing Ohio statutes, all investment earnings accrue to the general fund except those
specifically related to certain trust funds and capital projects funds. The East Guernsey Local School
District distributes interest to the food service fund, expendable and non-expendable trust funds,
public support funds, activity complex fund and student activity (both special revenue and agency)
funds based on fund balances at the end of each month. The remainder of interest earned is credited
to the general fund. In addition, the internal service self insurance fund earns and is credited interest
by the fiscal agent. Interest revenue earned by the School District in fiscal year 2002 totaled
$205,844.

For purposes of the combined statement of cash flows and for presentation on the combined balance
sheet, investments of the cash management pool and investments with a maturity of three months or
less at the time they are purchased by the School District are considered to be cash equivalents.
Investments with an initial maturity of more than three months are reported as investments.

Inventory

Inventories of governmental funds are stated at cost while inventories of proprietary funds are stated
at the lower of cost or market. For all funds, cost is determined on a first-in, first-out basis. Inventory
in governmental funds consists of expendable supplies held for consumption.

The cost of inventory items is recorded as an expenditure in the governmental fund types when
purchased and as an expense in the proprietary fund types when used. Reported materials and
supplies inventory is equally offset by a fund balance reserve in the governmental funds which
indicates that it does not constitute available spendable resources even though it is a component of
net current assets. Inventories of proprietary funds consist of donated food and purchased food held
for resale.

24



EAST GUERNSEY LOCAL SCHOOL DISTRICT
GUERNSEY COUTNY

NOTES TO THE GENERAL PURPOSE FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2002

Prepaid ltems

Payments made to vendors during the fiscal year 2002 for services that will benefit periods beyond
June 30, 2002 are recorded as prepaid items. The School District uses the consumption method to
record a current asset for the prepaid amount and reflect the expenditure/expense in the year in which
services are consumed.

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 fund. All fixed assets are capitalized at cost (or estimated
historical cost) and updated for additions and/or retirements during the year. Donated fixed assets are
recorded at their fair market values as of the date received. The School District maintains a
capitalization threshold of five hundred dollars ($500). The School District does not possess any
infrastructure.

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. Improvements to fund fixed
assets are depreciated over the useful lives of the related fixed assets, with the length of useful life as
determined by the School District’s fixed asset appraisal company, American Appraisal. Assets in
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 seven to fifteen years.

Estimates
The preparation of the financial statements in conformity with generally accepted accounting
principles required management to make estimates and assumptions that affect the amount reported

in the financial statements and accompanying notes. Actual results could differ from those estimates.

Compensated Absences

The School District follows the provisions of GASB Statement 16, ‘Accounting for Compensated
Absences’. Vacation benefits are accrued as a liability as the benefits are earned if the employees’
rights to receive compensation are attributable to services already rendered and it is probable that the
employer will compensate the employees for the benefits through paid time off or some other means.
Sick leave benefits are accrued as a liability using the termination method.

The School District records a liability for accumulated unused sick leave for employees to the extent it
is probable that the benefits will result in termination payments based upon an estimate of past
experience of making termination payments for sick leave. For purposes of establishing a liability for
severance on employees expected to become eligible in the future, certified employees with
accumulated unused sick leave balances who have ten years of current service with the School
District and administrative and/or non-certified employees who meet the requirements set forth by the
School Employees Retirement System or the State Teachers Retirement System are considered
eligible.
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The School District determines the probability criteria based upon historical employment trends and
negotiated agreements.

For governmental funds, the current portion of unpaid compensated absences is the amount expected
to be paid using expendable available resources. This amount is recorded in the account
compensated absences payable in the fund from which the employees who have accumulated unpaid
leave are paid. The remainder is reported in the general long-term obligation account group. In
proprietary funds, the entire amount of compensated absences is reported as a fund liability.

Contributed Capital

Contributed capital represents resources from other funds, other governments and private sources
provided to the enterprise funds and not subject to repayment. These assets are recorded at their fair
market value on the date contributed. Depreciation on those assets acquired or constructed with
contributed resources is expensed and closed to unreserved retained earnings at year end. There
was no change in contributed capital during Fiscal Year 2002.

Long-term Obligations

Long-term obligations are 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.
For other long-term obligations, only that portion expected to be financed from expendable available
financial resources is reported as a fund liability of a governmental fund.

The remaining portion of such obligation is reported in the general long-term obligations account
group. Long-term obligations expected to be financed from proprietary fund operations are accounted
for in that fund.

Under Ohio Law, a debt service fund must be created and used for the payment of tax and revenue
anticipation notes. Generally accepted accounting principles require the reporting of the liability in the
funds that received the proceeds.

To comply with GAAP reporting requirements, a portion of the School District’s debt service fund, the
ten year Energy Conservation Bonds, has been combined with the appropriate fund. Debt service
fund resources used to pay both principal and interest have also been allocated accordingly. That
portion of the debt retirement fund used for payment of General Obligation Bonds or Bond Anticipation
Notes is reported in the general long term obligations account group.

Interfund Transactions

Quasi-external transactions are accounted for as revenues, expenditures or expenses. Transactions
that constitute reimbursements to a fund for expenditures/expenses initially made from it that are
properly applicable to another fund are recorded as expenditures/expenses in the reimbursing fund
and as reductions of expenditures/expenses in the fund that is reimbursed.

Nonrecurring or nonroutine permanent transfers of equity are reported as residual equity transfer. All
other interfund transfers are reported as operating transfers.
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M. Fund Balance Reserves

The School District reserves those portions of fund equity which are legally segregated for specific
future use or which do not represent available expendable 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 have been established for
encumbrances, inventories of supplies and materials, property taxes, and endowments for non-
expendable trust fund contributions that must be kept intact.

The reserve for property taxes represents taxes recognized as revenue under generally accepted
accounting principles but not available for appropriation under State statute. The reserve for
endowments signifies the legal restrictions on the use of principal.

N. Total Columns on the 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. Data in these columns do not
present financial position, results of operations, or cash flows in conformity with generally accepted
accounting principles. Neither is such data comparable to a consolidation. Interfund eliminations
have not been made in the aggregation of this data.

NOTE 3 - ACCOUNTABILITY AND COMPLIANCE

A. Accountability

At June 30, 2002 the Twenty First Century Grant, Special Revenue Fund and the Food Service,
Enterprise Fund had deficit fund balance/retained earnings:

Fund Balance/
Retained Earnings

Special Revenue Fund
Twenty First Century Grant ($6,995)

Enterprise Fund
Food Service ($94,517)

The Twenty First Century Grant Special Reven