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1445 Worthington Woods Boulevard Telephone 614.846.1899
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Worthington, Ohio 43085

I ndependent Auditor’s Report

Board of Education

Elmwood Local School District
7050 Jerry City Road
Bloomdale, Ohio 44817

We have audited the accompanying financial statements of the EImwood Local School District,
Wood County, (the*District”) asof and for the fiscal year ended June 30, 2002, aslisted in thetable
of contents. These financial statements are the responsibility of the District’s management. Our
responsibility isto express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of Americaand the standardsapplicableto financial audits contained in Gover nment Auditing
Sandards, issued by the Comptroller General of the United States of America. Those standards
requirethat we plan and perform the audit to obtai n reasonabl e assurance about whether thefinancial
statementsarefree of material misstatement. Anaudit includes examining, on atest basis, evidence
supporting the amounts and disclosuresin thefinancial statements. Anaudit alsoincludesassessing
the accounting principles used and the significant estimates made by management, as well as
evauating the overal financial statement presentation. We believe that our audit provides a
reasonable basis for our opinion.

Ohio Administrative Code 8117-2-03(B) requires the District to prepare its annual financial report
in accordance with accounting principles generally accepted in the United States of America.
However, asdescribed in Note 1, the District prepares and filesitsfinancial statementson thebasis
of accounting formerly prescribed or permitted by the Auditor of State, which isacomprehensive
basis of accounting other than accounting principles generally accepted in the United States of
America.  The accompanying financia statements omit assets, liabilities, fund equities, and
disclosures that, while material, cannot be determined at thistime.

In our opinion, thefinancia statements referred to above present fairly, in all material respects, the
combined cash, investments and combined cash fund balances of the Elmwood Local School
District, Wood County, as of June 30, 2002, and its combined cash receipts and disbursements and
itscombined budgeted and actual recel ptsand budgeted and actual disbursementsand encumbrances,
for the fiscal year then ended on the basis of accounting described in Note 1.



Independent Auditor’s Report
Elmwood Local School District

In accordance with Gover nment Auditing Standards, we have also issued our report dated October
28, 2002, on our consideration of the District’ sinternal control over financial reporting and our tests
of its compliance with certain provisions of laws, regulations, contracts and grants. That report is
an integral part of an audit performed in accordance with Government Auditing Standards and
should be read in conjunction with this report in considering the results of our audit.

Our audit was performed for the purpose of forming an opinion on the financial statements of the
District, taken as a whole. The accompanying schedule of expenditures of federal awards is
presented for purposes of additional analysisas required by U. S. Office of Management and Budget
Circular A-133, Audits of Sates, Local Governments, and Non-Profit Organizations, and is not a
required part of the financia statements. Such information has been subjected to the auditing
procedures applied in the audit of thefinancial statementsand, in our opinion, isfairly stated, in all
material respects, in relation to the financial statements taken as awhole.

Thisreport isintended solely for the information and use of the management, Board of ElImwood
Local School District, Wood County, and other officials authorized to receive this report under
8117.26, Ohio Revised Code, and is not intended to be and should not be used by anyone other than
these specified parties.

Trimble, Julian & Grube, Inc.
October 28, 2002



ELMWOOD LOCAL SCHOOL DISTRICT
WOOD COUNTY, OHIO

COMBINED STATEMENT OF FUND BALANCES
ALL FUND TYPES - CASH BASIS
JUNE 30, 2002

Cash and Investments 2002
Cash $ 7,685
Investments 16,543,088
Total Cash and Investments $ 16,550,773

Cash Fund Balances

Governmental Fund Types:

General Fund $ 5,728,659
Special Revenue Funds 336,527
Debt Service Fund 184,257
Capital Projects Funds 10,189,589
Total Governmental Fund Types 16,439,032

Proprietary Fund Type:
Enterprise Funds 20,013

Fiduciary Fund Types:

Nonexpendable Trust Fund 30,235
Expendable Trust Fund 12,796
Agency Funds 48,697
Total Fiduciary Fund Types 91,728
Total Cash Fund Balances $ 16,550,773

THE NOTESTO THE FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THIS STATEMENT.



ELMWOOD LOCAL SCHOOOL DISTRICT
WOOD COUNTY, OHIO

COMBINED STATEMENT OF CASH RECEIPTS, CASH DISBURSEMENTS, AND CHANGESIN CASH FUND
BALANCES - ALL GOVERNMENTAL FUND TYPESAND SIMILAR FIDUCIARY FUND TYPE

Cash receipts:
From local sources:
Taxes
Earnings on investments
Extracurricular activities
Tuition
Other local revenue
Intergovernmental - State
Intergovernmental - Federal
Total cash receipts

Cash disbursements:
Current:
Instruction:
Regular
Specia
Vocational
Adult
Other
Support Services:
Pupil
Instructional staff
Board of Education
Administration
Fiscal services
Business
Operations and maintenance
Pupil transportation
Central
Non-Instructional services
Extracurricular activities
Facilities acquisition and contruction services
Debt service:
Principal retirement
Interest and fiscal charges
Total cash disbursements

Total cash receipts over/
(under) cash disbursements

Other financing receipts/(disbursements):
Advances-in
Advances-out
Refund of prior year receipts
Other miscellaneous
Refund of prior year expenditures
Sale of assets
Total other financing receipts/(disbursements)

Excess of cash receipts and other financing
receipts over cash disbursements
and other financing disbursements

Cash fund balances, July 1, 2001 - (restated)

Cash fund balances, June 30, 2002

FOR THE FISCAL YEAR ENDED JUNE 30, 2002

Fiduciary
Governmental Fund Types Fund Type
Total
Special Debt Capital Expendable  (Memorandum
General Revenue Service Projects Trust Only)
$ 2,929,044 $ 40,585 $ 439,838 $ - $ - $ 3,409,467
202,198 - - 145,010 1,124 348,332
- 167,616 - - - 167,616
5,504 24,999 30,503
11,457 16,216 - - 100 27,773
5,067,042 305,698 20,263 5,212,324 - 10,605,327
- 301,780 - - 301,780
8,215,245 856,894 460,101 5,357,334 1,224 14,890,798
3,293,510 223,816 - 22,654 1,428 3,541,408
502,088 164,378 - - - 666,466
207,391 - - - - 207,391
1,725 - - - - 1,725
18,997 - - - - 18,997
317,310 114,841 - 12,180 - 444,331
410,474 71,806 - - - 482,280
66,512 - - - - 66,512
666,341 24,363 - - - 690,704
199,912 20,360 2,696 - - 222,968
8,967 - - - - 8,967
688,877 3,681 - 26,130 - 718,688
501,709 24,124 - - - 525,833
28,601 5,365 - - - 33,966
- 15,140 - - - 15,140
209,566 144,737 - - - 354,303
- - - 996,512 - 996,512
360,000 - 180,000 - - 540,000
133,817 - 246,495 - - 380,312
7,615,797 812,611 429,191 1,057,476 1,428 9,916,503
599,448 44,283 30,910 4,299,858 (204) 4,974,295
- 119 - - - 119
(18,477) - - - - (18,477)
- (5,211) - - - (5,211)
- (218) - - - (218)
50 - - - - 50
50 - - - - 50
(18,377) (5,310) - - - (23,687)
581,071 38,973 30,910 4,299,858 (204) 4,950,608
5,147,588 297,554 153,347 5,889,731 13,000 11,501,220
$ 5,728,659 $ 336,527 $ 184,257 $ 10,189,589 $ 12,796 $ 16,451,828

THE NOTESTO THE FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THISSTATEMENT.
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ELMWOOD LOCAL SCHOOL DISTRICT
WOOD COUNTY, OHIO

COMBINED STATEMENT OF CASH RECEIPTS, CASH DISBURSEMENTS, AND CHANGES IN CASH
FUND BALANCES - PROPRIETARY FUND TYPE AND SIMILAR FIDUCIARY FUND TYPES
FOR THE FISCAL YEAR ENDED JUNE 30, 2002

Operating cash receipts:
Sales/charges for services
Extracurricular activities

Total operating cash receipts

Operating cash disbursements:
Personal services
Employees retirement and insurance
Purchased services
Supplies and material
Capita outlay
Other
Total operating cash disbursements

Operating loss

Nonoperating cash receipts:
Earnings on investments
State sources
Federal sources
Miscellaneous

Tota nonoperating cash receipts

Excess of receipts over/(under) disbursements

before interfund advances
Advances-in
Net income/(loss)
Cash fund balances, July 1, 2001

Cash fund balances, June 30, 2002

Proprietary Fiduciary

Fund Type Fund Types Tota
Nonexpendable (Memorandum

Enterprise Trust Agency Only)
$ 290,096 $ - $ - $ 290,096
- - 115,508 115,508
290,096 - 115,508 405,604
123,046 - - 123,046
76,012 - - 76,012
2,158 - 27,814 29,972
210,712 - 77,872 288,584
2,067 - 775 2,842
1,099 2,663 9,247 13,009
415,094 2,663 115,708 533,465
(124,998) (2,663) (200) (127,861)
- 2,663 - 2,663
4,131 - - 4,131
75,646 - - 75,646
476 - 1,147 1,623
80,253 2,663 1,147 84,063
(44,745) - 947 (43,798)
13,540 - 4,818 18,358
(31,205) - 5,765 (25,440)
51,218 30,235 42,932 124,385
$ 20,013 $ 30,235 $ 48,697 $ 98,945

THE NOTES TO THE FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THIS STATEMENT.
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Fund Types

Governmental:
Genera
Specia Revenue
Debt Service
Capital Projects

Proprietary:
Enterprise

Fiduciary:
Expendable Trust
Nonexpendable Trust

Total
(Memorandum Only)

ELMWOOD LOCAL SCHOOL DISTRICT

WOOD COUNTY, OHIO

COMBINED STATEMENT OF CASH RECEIPTS, CASH DISBURSEMENTS,
AND ENCUMBRANCES COMPARED WITH EXPENDITURE
AUTHORITY - BUDGET AND ACTUAL

FOR THE FISCAL YEAR ENDED JUNE 30, 2002

Receipts Disbursements
County
Certified Fiscal Total Variance Prior Year Fiscal Encumbrances Variance
Unencumbered Y ear 2002 Estimated Actual 2002 Favorable Carryover Y ear 2002 Actual 2002 Outstanding Favorable
Cash Budget Resources Receipts (Unfavorable) Appropriations Appropriations Tota Disbursements at 6/30/02 Total (Unfavorable)
$ 5108240 $ 9,097,229 $ 14,205,469 $ 8215345 $ (881,884) $ 57,776 $ 9435561 $ 9,493,337 $ 7,634,274 $ 102,872 $ 7737146 $ 1,756,191
264,459 913,386 1,177,845 857,013 (56,373) 33,092 1,058,316 1,091,408 818,040 30,269 848,309 243,099
133,119 460,197 593,316 460,101 (96) - 704,782 704,782 429,191 - 429,191 275,591
4,670,545 5,336,586 10,007,131 5,357,334 20,748 1,220,985 1,239,839 2,460,824 1,057,476 377,234 1,434,710 1,026,114
40,826 389,713 430,539 383,889 (5,824) 10,393 413,989 424,382 415,094 9,588 424,682 (300)
12,999 1,224 14,223 1,224 - - 788 788 1,428 - 1,428 (640)
30,235 2,663 32,898 2,663 - - 1,867 1,867 2,663 - 2,663 (796)
$ 10,260,423 $ 16,200,998 $ 26,461,421 $ 15,277,569 $ (923429 $ 1322246 $ 12,855,142 $ 14,177,388 $ 10,358,166 $ 519,963 $ 10,878,129 $ 3,299,259

THENOTESTO THE FINANCIAL STATEMENTSARE AN INTEGRAL PART OF THIS STATEMENT.



ELMWOOD LOCAL SCHOOL DISTRICT
WOOD COUNTY, OHIO

NOTESTO THE FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2002

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
A. DESCRIPTION OF THE ENTITY

The EImwood Local School District, Wood County (the “District”), is a body politic and
corporate established for the purpose of exercising the rights and privileges conveyed to it
by the constitution and laws of the State of Ohio. The Elmwood Local School Districtisa
local school district as defined by Section 3311.03 of the Ohio Revised Code. The District
operates under an elected Board of Education (5 members) and isresponsible for providing
public educationtoresidentsof the District. The EImwood Local School District hasitsown
fiscal officer, who is appointed to office by the Board.

Average daily membership (ADM) for fiscal year-end June 30, 2002, was 1,258 (actual
measurement dates are the first full school week in October). In addition, the District
employed a monthly average of 101 certified employees and 77 non-certified employees.

Joint Venture Without Equity I nterest:

Northern Ohio Educational Computer Association - The Northern Ohio Educational
Computer Association (NOECA) isajointly governed organization among thirty-eight area
school districts. Thejointly governed organization was formed for the purpose of applying
modern technology with the aid of computers and other electronic equipment to the
administrative and instructional functions among member school districts and service
Digtricts. Each of the governments of these school s support NOECA based upon aper pupil
charge dependent upon the software package utilized. The NOECA assembly consists of a
superintendent from each participating District and a representative from the fiscal agent.
NOECA is governed by a Board of Directors chosen from the general membership of the
NOECA assembly. TheBoard of Directorsconsists of arepresentativefrom thefiscal agent,
the chairman of each of the operating committees, and two assembly members from each
county in which participating service centersarelocated. Each district’ sauthority islimited
toitsrepresentation ontheBoard. Financial information can be obtained by contacting Betty
Schwiefert, who serves as controller, at 2900 South Columbus Avenue, Sandusky, Ohio
44870.



ELMWOOD LOCAL SCHOOL DISTRICT
WOOD COUNTY, OHIO

NOTESTO THE FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2002

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (Continued)
Jointly Governed Organizations:

Penta Career Center

The vocational school district is a separate body politic and corporate, established by the
Ohio Revised Code (ORC) to provide vocational and special education needs of the students.
The school accepts non-tuition students from the District as a member school, however, it
isconsidered a separate political subdivision and isnot considered to be part of the District.

B. BASISOF ACCOUNTING

Although required by Ohio Administrative Code Section 117-2-03(B) to file its annual
financial report pursuant with accounting principles generally accepted in the United States
of America, the District choosesto prepareitsfinancial statementson the basisof accounting
formerly prescribed or permitted by the Auditor of State. Thisbasisof accountingissimilar
to the cash receipts and disbursements basis of accounting. Recelpts are recognized when
received in cash rather than when earned, and disbursementsarerecognized when paid rather
than when a liability isincurred. Budgetary presentations report budgetary expenditures
when a commitment is made (i.e., when an encumbrance is approved).

These statements include adequate disclosure of material matters, asformerly prescribed or
permitted by the Auditor of State.

C. FUND ACCOUNTING

The District maintains its accounting records in accordance with the principles of fund
accounting. Fund accounting is a concept developed to meet the needs of governmental
entities in which legal or other restraints require the recording of specific receipts and
disbursements.

The transactions of each fund are reflected in a self-balancing group of accounts, and
accounting entity which stands separate from the activities reported in other funds. The
restrictions associated with each type of fund are as follows:



ELMWOOD LOCAL SCHOOL DISTRICT
WOOD COUNTY, OHIO

NOTESTO THE FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2002

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (Continued)

GOVERNMENTAL FUND TYPES

General Fund

The General Fund isthe genera operating fund of the District. It isused to account for
al financia resources except those required by law or contract to be accounted for in
another fund. The General Fund balance is available to the District for any purpose
provided it is expended or transferred according to the general laws of Ohio.

Soecial Revenue Funds

The Specia Revenue Funds are used to account for proceeds of specific revenue sources
(other than expendable trusts, or major capital projects) that are legally restricted to
disbursementsfor specified purposes. The District had the following significant special
revenue fund for the fiscal year ended June 30, 2002:

Public School Preschool: Thisfund receives grant moniesto assist school districts
in paying the cost of preschool programs for three and four year olds.

Debt Service Funds

The Debt Service Fund is used to account for the accumulation of resourcesfor, and the
payment of, general long-term debt principal, interest and related costs. According to
governmental accounting principles, the debt service fund accounts for the payment of
long-term debt for governmental funds only. Under Ohio law, the debt service fund
might also be used to account for the payment of the long-term debt of proprietary funds
and the short-term debt of both governmental and proprietary funds. For purposesof this
report, these funds have been classified into the proper groups, if practicable.

Capital Projects Funds

The Capital Projects Funds are used to account for financial resourcesto be used for the
acquisition or construction of maor capital facilities (other than those financed by
Proprietary Funds and Trust Funds). The District had the following significant capital
projects fund for the fiscal year ended June 30, 2002:

Classroom Facilities: This fund is used to account for monies received and
expended in connection with contracts entered into by the District and the Ohio
Department of Education for the building and equipping of classroom facilities.



ELMWOOD LOCAL SCHOOL DISTRICT
WOOD COUNTY, OHIO

NOTESTO THE FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2002

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (Continued)

PROPRIETARY FUND TYPE:

Enterprise Funds

The Enterprise Funds are used to account for operations that (a) are financed and
operated in a manner similar to private business enterprises - where the intent of the
governing body isthat the costs of providing goods and servicesto the general public on
acontinuing basis be financed or recovered primarily through user charges; or (b) where
the governing body hasdecided that periodic determination of revenuesearned, expenses
incurred, and/or net income is appropriate for capital maintenance, public policy,
management control, accountability or other purposes. The District had the following
significant enterprise fund for the fiscal year ended June 30, 2002:

Food Services. This fund receives grant monies and customer fees to record
financial transactions related to the District’ s food service operation.

FIDUCIARY FUND TYPES

Fiduciary Funds are used to account for assets held by a governmental unit in atrustee
capacity or asan agent for individuals, private organizations, other governments, and/or
other funds. TheDistrict’ sfiduciary fundsinclude nonexpendabletrust fund, expendable
trust fund and agency funds. The nonexpendable trust fund and Agency funds are
accounted for in essentially the same manner asproprietary funds. The expendabletrust
fund is accounted for in essentially the same manner as governmental funds.

D. BUDGETARY PROCESS
1. Budget

The budgetary processis prescribed by provisions of the Ohio Revised Code and entails
the preparation of budgetary documents within an established timetable. The major
documents prepared 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 appropriation resolution are subject to
amendment throughout the year with the legal 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
fundlevel. All budgetary modifications at thislevel may only be made by resolution of
the Board of Education.
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ELMWOOD LOCAL SCHOOL DISTRICT
WOOD COUNTY, OHIO

NOTESTO THE FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2002

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (Continued)

Advances-in and Advances-out are not required to be budgeted since they represent
atemporary cash flow resource and are intended to be repaid.

2. 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 the means of financing for all funds. Public
hearings are publicized and conducted to obtain taxpayers comments. The express
purpose of this budget document isto reflect the need for existing or increased tax rates.
By no later than January 20, the Board-adopted budget is filed with the County Budget
Commission for rate determination.

3. Estimated Resources

By 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 expendituresfrom any fund
during the ensuing year will not exceed the amount stated in the certificate of estimated
resources. Therevised budget then servesasthe basisfor 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 District Treasurer.

Estimated receipts reported in the budgetary statement reflect the amounts in the final
amended certificateissued during fiscal year 2002 and do not include the unencumbered
fund balances as of July 1, 2001. However, those fund balances are available for
appropriations.
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ELMWOOD LOCAL SCHOOL DISTRICT
WOOD COUNTY, OHIO

NOTESTO THE FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2002

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES- (Continued)
4. 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 appropriation resolution must be legally enacted by the Board of
Education. Prior to the passage of theannual appropriation measure, the Board may pass
atemporary 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. Any revisions that alter the total of any fund
appropriations, 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. The
budget figures which appear in the statements of budgetary comparisons represent the
fina appropriation amounts, including al supplemental appropriations. Formal
budgetary integration is employed as a management control device during the year for
all funds, other than agency funds, consistent with statutory provisions.

5. 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
budgetary basis in order to reserve that portion of the applicable appropriation and to
determine and maintain legal compliance. Expenditures may not legally exceed
appropriations at the legal level of control.

6. 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.
E. PROPERTY, PLANT AND EQUIPMENT

Fixed assets acquired or constructed for the District are recorded as disbursements.
Depreciation is not recorded for these fixed assets.

12



ELMWOOD LOCAL SCHOOL DISTRICT
WOOD COUNTY, OHIO

NOTESTO THE FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2002

. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (Continued)

F.

ACCUMULATED UNPAID VACATION, SICK LEAVE,AND PERSONAL LEAVE

Accumulated unpaid vacation leave, sick |eave, and personal |eave are not accrued under the
cash basis of accounting described in Note 1. All leave will either be absorbed by time off
from work, or within certain limitations, be paid to the employees. It is not practical to
determine the actuarial value of these benefits as of June 30, 2002.

. TOTAL COLUMNSON FINANCIAL STATEMENTS

Total columns on the financial statements are captioned “Memorandum Only” to indicate
that they are presented only to facilitate financial analysis. Thisdataisnot comparableto a
consolidation. Interfund-type eliminations have not been made in the aggregation of this
data.

. ACCOUNTABILITY AND COMPLIANCE

A. STATUTORY NONCOMPLIANCE

The following funds had appropriationsin excess of estimated resources for the year ended
June 30, 2002, in noncompliance with Ohio Revised Code Section 5705.39:

Estimated
Fund Type/Fund Resources Appropriations Excess
Specia Revenue Fund Type:
Public School Support $ 46,972 $ 56,754 $9,782
District Managed Activities 173,198 176,400 3,202
Ohio Reads 46,648 90,000 43,352
School Improvement 2,612 2,821 209
Eisenhower 9,679 10,331 652
Titlel 125,476 127,262 1,786
Title VI 2,029 6,981 4,952
TitleVI-R 25,690 31,268 5,578
Miscellaneous Federal Grants 165 356 191
Debt Service Fund Type:
Debt Service 704,782 593,316 111,466
Enterprise Fund Type:
Uniform School Supplies 47,769 64,384 16,615
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ELMWOOD LOCAL SCHOOL DISTRICT
WOOD COUNTY, OHIO

NOTESTO THE FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2002

2. ACCOUNTABILITY AND COMPLIANCE - (Continued)

In accordance with Ohio Revised Code Section 5705.41(B), the following accounts had
expendituresin excess of appropriations for the fiscal year ended June 30, 2002:

Fund Type/Fund Appropriations Expenditures Excess

Specia Revenue Fund Type:

SchoolNet Professional Development $ 4,000 $ 7,496 $ 3,496

Miscellaneous State Grants - 1,103 1,103
Capital Projects Fund Type:

Tech Equity 660 13,413 12,753
Enterprise Fund Type:

Food Service 337,683 364,213 26,530
Expendable Trust Fund 788 1,428 640
Nonexpendable Trust Fund 1,867 2,663 796

B. PRIOR PERIOD ADJUSTMENT

At July 1, 2001, the District has presented arestatement of fund balancein the general fund
dueto improper recording of an escrow account. The effect of this adjustment isasfollows:

Amount Previously Restated Amounts
Reported at June 30, 2001  Adjustment at July 1, 2001

Genera Fund $5,279,256 $(131,668) $5,147,588

See Note 4 for additional escrow note disclosure.
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ELMWOOD LOCAL SCHOOL DISTRICT
WOOD COUNTY, OHIO

NOTESTO THE FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2002

3. PROPERTY TAXES

Property taxes are levied and assessed on acalendar year basis. Second half distributions occur
in anew fiscal year. Property taxes include amounts levied against all real, public utility and
tangible (used in business) property located in the District. Real property taxes arelevied after
April 1 ontheassessed valuelisted asof theprior January 1, thelien date. Public utility property
taxes attached as a lien on December 31, of the prior year, are levied April 1 and are collected
with real property taxes. Assessed valuesfor real property taxes are established by State law at
thirty-five 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 eighty-eight
percent of true value (with certain exceptions) and on real property at thirty-five percent of true
value. Tangible persona property taxes are levied after April 1 on the value listed as of
December 31 of thecurrent year. Tangiblepersonal property assessmentsaretwenty-fivepercent
of true value.

Real property taxes are payable annually or semi-annually. If paid annualy, payment is due
December 31, if paid semi-annually, the first payment is due December 31 with the remainder
payable by June 20. Under certain circumstances, State statute permits alternate payment dates
to be established. Tangible personal property taxes paid by multi-county taxpayers are due
September 20. Single county taxpayers may pay annually or semi-annually. If paid annually,
payment is due April 30; if paid semi-annually, the first payment is due April 30, with the
remainder payable by September 20.

The District receives property taxes from Wood and Hancock Counties. The County Auditor
periodically advances to the District its portion of the taxes collected.

The County isresponsible for assessing property, and for billing, collecting and distributing all
property taxes on behalf of the District.

4. CASH AND INVESTMENTS
State statutes classify monies held by the District into three categories.
Active deposits are public deposits necessary to meet current demands on the treasury. Such
monies must be maintained either as cash in the District treasury, in commercia accounts

payabl e or withdrawable on demand, including negotiabl e order of withdrawal (NOW) accounts,
or in money market deposit accounts.
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ELMWOOD LOCAL SCHOOL DISTRICT
WOOD COUNTY, OHIO

NOTESTO THE FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2002

4. CASH AND INVESTMENTS - (Continued)

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

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

Protection of the District’s deposits is provided by the Federal Deposit Insurance Corporation
(FDIC), by dligible securities pledged by the financial institution as security for repayment, by
surety company bonds deposited with the Treasurer by the financial institution or by a single
collateral pool established by the financial institution to secure the repayment of all public
moneys deposited with the institution.

State statute permits interim monies to be deposited or invested in the following securities:

A. United States Treasury Notes, Bills, Bonds, or any other obligation or security issued by the
United States Treasury or any other obligation guaranteed asto principal and interest by the
United States,

B. Bonds, notes, debentures, or any other obligations or securities issued by any federal
government agency or instrumentality, including but not limited to, the Federal National
Mortgage Association, Federal Home Loan Bank, Federal Farm Credit Bank, Federal Home
Loan Mortgage Corporation, Government National Mortgage A ssociation, and Student Loan
Marketing Association. All federal agency securities shall be direct issuances of federa
government agencies or instrumentalities,

C. Written repurchase agreementsin the securities listed above provided that the market value
of the securities subject to the repurchase agreement must exceed the principal value of the
agreement by at least two percent and be marked to market daily, and that the term of the
agreement must not exceed thirty days;

D. Bonds and other obligations of the State of Ohio;
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ELMWOOD LOCAL SCHOOL DISTRICT
WOOD COUNTY, OHIO

NOTESTO THE FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2002

4. CASH AND INVESTMENTS - (Continued)

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

F. The State Treasurer’sinvestment pool (STAR Ohio);

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

H. Under limited circumstances, corporate debt instruments rated in either of the two highest
rating classifications by at least two nationally recognized rating agencies.

Investments in stripped principal or interest obligations, reverse repurchase agreements and
derivativesare prohibited. Theissuance of taxable notesfor the purpose of arbitrage, the use of
leverageand short selling areal so prohibited. Aninvestment must maturewithinfiveyearsfrom
the date of purchase unless matched to a specific obligation or debt of the District, and must be
purchased with the expectation that it will be held to maturity. Investments may only be made
through specified dealers and institutions. Payment for investments may be made only upon
delivery of the securities representing the investmentsto the Treasurer or qualified trustee or, if
the securities are not represented by a certificate, upon receipt of confirmation of transfer from
the custodian.

During fiscal year 2002, the District’ sinvestmentswere limited to STAR Ohio and a Certificate
of Deposit. STAR Ohioisaninvestment pool managed by the State Treasurer’s Office which
allows governments within the state to pool their funds for investment purposes. STAR Ohio
is not registered with SEC as an investment company, but does operate in a manner consistent
with Rule 2a7 of The Investment Company Act of 1940. Investmentsin STAR Ohio arevalued
at STAR Ohio’ sshare pricewhichisthe pricetheinvestment could be sold for on June 30, 2002.
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ELMWOOD LOCAL SCHOOL DISTRICT
WOOD COUNTY, OHIO

NOTESTO THE FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2002

4. CASH AND INVESTMENTS - (Continued)

The carrying amount of cash and investments at June 30, 2002 was as follows:

Deposits:

Demand deposits $ 7,685
Investments:

STAR Ohio 14,522,373

Certificate of Deposit 2,020,715
Total investments 16,543,088
Total deposits and investments $16,550,773
Deposits:

At year end, the carrying amount of the District’s deposits was $7,685 as shown above and the
bank balance was $56,834. Of the bank balance, $56,834 was covered by federal depository
insurance.

Although all statutory requirementsfor thedeposit of money hasbeen foll owed, non-compliance
with federal requirements could potentially subject the District to a successful clam by the
FDIC.

[nvestments:

The District’s investments are categorized below to give an indication of the level of risk
assumed by the District at fiscal year end. Investments are usually categorized into three
categories of credit risk:

Category 1:  Securities held by the District or its agent in the District’s name.

Category 2:  Securitiesheld by the counter party’ strust department or agency inthe District’s
name.

Category 3:  Securitiesheld by the counter party, or by itstrust department or agent but not in
the District’s name.
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ELMWOOD LOCAL SCHOOL DISTRICT
WOOD COUNTY, OHIO

NOTESTO THE FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2002

4. CASH AND INVESTMENTS - (Continued)

The Digtrict’s investment in STAR Ohio, an investment pool operated by the Ohio State
Treasurer is an unclassified investment since it is not evidenced by securities that exist in
physical or book entry form.

Fair
Value
Certificate of deposit $ 2,020,715
STAR Ohio 14,522,373
Total Investments $16,543,088

Cash with Escrow Agent:

At June 30, 2002, the District had $201,185 held by an escrow agent in connection with the
District’ sbond retirement. The District makesquarterly required depositscomprised of principal
and interest into thisaccount, which distributesthe bond payments on behalf of the District upon
bond maturity.

Restricted Assets:

Restricted assets in the general fund represent investments set aside to establish a budget
stabilization reserve. These reserves are required by State statute. A schedule of statutory
reservesis presented in Note 14.

5. DEBT SERVICE

Debt activity and outstanding balances for the fiscal year 2002 and at June 30, 2002, was as
follows:

Interest Maturity Outstanding Retired Outstanding
Rate Date July 1, 2001 in 2002 June 30, 2002

G.0O. Bonds 9.50% 12/01/06 $ 450,000 $ 75,000 $ 375,000
Classroom Facilities

G.0. Bond Varying 12/01/05 1,800,000 360,000 1,440,000
School Facilities

Construction Bonds Varying 12/01/23 3,673,000 38,000 3,635,000
Energy

Conservation Notes 5.25% 12/04/02 134,000 67,000 67,000
Tota $6,057,000 $540,000 $5,517,000
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5. DEBT SERVICE - (Continued)

Outstanding general obligation bonds consist of school building construction issues. General
obligation bondsaredirect obligationsof the District for whichitsfull faith, credit, and resources
are pledged and are payable from taxes levied on all taxable property in the District.

TheDistrict executed apromissory notefor $404,414 withMid American National Bank & Trust
on December 14, 1992. The proceeds were used for installation of energy conservation
measures. On December 6, 1996, the agreement was modified for the remaining balance due at
that time in the amount of $254,414. The agreement was modified to fulfill the House Bill 264
contract and extend the maturity date to December 4, 2002, with afixed interest rate of 5.25%.
Payments of principal and interest are recorded in the debt service fund. Thisnotewill be paid
infull infiscal 2003.

On April 1, 1983, the District issued $1,735,000 School Improvement Bonds to make necessary
improvements to the District buildings at an interest rate of 9.5%, maturing in fiscal 2007.
Payments of principal and interest are recorded in the debt service fund.

On April 15, 2001, the District issued $3,673,000 School Facilities Construction and
Improvement Bonds to fund the construction of the District’s new K-12 facility. Thisissueis
comprised of both current interest bonds at a par value of $3,158,000 and term bonds at a par
value of $515,000. Theinterest rateson the current and interest bondsrange from 3.4% to 5.0%.
The term bonds have effective rates of 5.10%.

Amortization of the above debt, including interest, is scheduled as follows:

Y ear Ending
June 30 Principal [nterest Totd
2003 $ 587,000 $ 255,915 $ 842,915
2004 540,000 218,597 758,597
2005 535,000 204,017 739,017
2006 570,000 178,160 748,160
2007 190,000 715,765 905,765
2008 - 2012 660,000 708,640 1,368,640
2013 - 2016 840,000 521,162 1,361,162
2017 - 2021 1,080,000 271,374 1,351,374
2022 - 2024 515,000 26,649 541,649
Total $5,517,000 $3,100,279 $8,617,279
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FOR THE FISCAL YEAR ENDED JUNE 30, 2002

6. RELATED ORGANIZATION

The Wayne Public Library isarelated organization to the District. The School Board members
are responsible for appointing the trustees of the Public Library; however, the School Board
cannot influence the Library’s operation nor does the Library represent a potential financial
benefit or burden to the District. Although the District does serve as the taxing authority and
may issue tax related debt on behalf of the Library, itsroleislimited to aministerial function.
Once the Library determines to present alevy to the voters, including the determination of the
rate and duration, the District must placethelevy on the ballot. The Library may issue debt and
determine its own budget. The Library did not receive any funding from the District during
fiscal year 2002.

7. PENSION AND RETIREMENT PLANS

A. SCHOOL EMPLOYEES RETIREMENT SYSTEM

TheDistrict contributesto the School Employees Retirement System (SERS), acost-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. Authority to establish and amend benefits is provided by state statute per
Chapter 3309 of the Ohio Revised Code. SERS issues a publicly available, stand-alone
financial report that includesfinancial statements and required supplementary information.
The report may be obtained by writing to SERS, 45 North Fourth Street, Columbus, Ohio
43215 or by calling (614) 222-5853.

Plan members are required to contribute 9 percent of their annual covered salary and the
District isrequired to contribute at an actuarially determined rate. The current District rate
is14 percent of annual covered payroll. The contribution requirements of plan membersand
employers are established and may be amended, up to statutory maximum amounts by the
SERS' Retirement Board. A portion of the District’s contribution is used to fund pension
obligations with the remainder being used to fund health care benefits; for fiscal year 2002,
5.46 percent of annual covered salary wasthe portion used to fund pension obligations. For
fiscal year 2001, 5.5 percent was used to fund pension obligations. The contribution
requirements of plan members and employers are established and may be amended, up to a
statutory maximum amount, by the SERS Retirement Board. The District’s required
contributionsfor pension obligationsto SERSfor thefiscal yearsended June 30, 2002, 2001,
and 2000 were $154,819, $147,168, and $134,081, respectively; 100 percent has been
contributed for fiscal years 2002, 2001 and 2000.
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7. PENSION AND RETIREMENT PLANS - (Continued)

B. STATE TEACHERS RETIREMENT SYSTEM

The District contributes to the State Teachers Retirement System of Ohio (STRS), a cost-
sharing, multiple-employer public employee retirement system administered by the State
Teachers Retirement Board. STRS provides basic retirement benefits, disability, survivor,
and health care benefits based on eligible service credit to members and beneficiaries.
Benefitsare established by Chapter 3307 of the Ohio Revised Code. STRSissuesapublicly-
available financia report that includes financial statements and required supplementary
information for STRS. The report may be obtained by writing to the State Teachers
Retirement System, 275 East Broad Street, Columbus, Ohio 43215-3771 or by calling (614)
227-4090.

For the fiscal year ended June 30, 2002, plan members were required to contribute 9.3
percent of their annual covered salaries. The District wasrequired to contribute 14 percent;
9.5 percent was the portion used to fund pension obligations. For fiscal year 2001, the
portion used to fund pension obligationswas 6.0 percent. Contribution rates are established
by STRS, upon recommendation of its consulting actuary, not to exceed statutory maximum
rates of 10 percent for members and 14 percent for employers. The District’s required
contributions for pension obligations to STRS for the fiscal years ending June 30, 2002,
2001, and 2000 were $576,719, $531,972, and $510,268, respectively; 100 percent has been
contributed for fiscal years 2002, 2001, and 2000.

C. OCIAL SECURITY TAX
Effective July 1, 1991, all employees not otherwise covered by SERS or STRS have an
option to choose Social Security, SERS or STRS. As of June 30, 2002, two Board of
Education members have elected Social Security. The Board's liability is 1.45 percent of
wages paid.

8. POSTEMPLOYMENT BENEFITS

TheDistrict providescomprehensive heal th care benefitsto retired teachersand their dependents
through STRS, and to retired non-certified employees and their dependents through SERS.
Benefits include hospitalization, physicians' fees, prescription drugs and reimbursement of
monthly Medicare premiums. Benefit provisons and the obligations to contribute are
established by the Systems based on authority granted by State statute. Both STRS and SERS
are funded on a pay-as-you-go basis..
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8. POSTEMPLOYMENT BENEFITS - (Continued)

The State TeachersRetirement Board has statutory authority over how much, if any, of the health
care costs will be absorbed by STRS. Most benefit recipients pay a portion of the health care
cost in the form of a monthly premium. By Ohio law, the cost of coverage paid from STRS
fundsisincluded inthe employer contribution rate, currently 14 percent of covered payroll. For
thefiscal year, the STRS Board all ocated employer contributionsequal to 4.5 percent of covered
payroll to the Health Care Reserve Fund. For the District, thisamount equal ed $180,380 during
fiscal year 2002.

STRS pays healthcare benefits from the Health Care Reserve Fund. The balance in the Health
Care Reserve Fund was $3.256 billion at June 30, 2001 (the latest information available). For
the fiscal year ended June 30, 2001 (the latest information available) net health care costs paid
by STRS were $300.772 million and STRS had 102,132 eligible benefit recipients.

For SERS, coverage is made available to service retirees with ten or more fiscal years of
qualifying service credit, and to disability and survivor benefit recipients. Membersretiring on
or after August 1, 1989, with less than twenty-five years of service credit must pay a portion of
their premium for health care. The portion is based on years of service up to a maximum of 75
percent of the premium.

For this fiscal year, employer contributions to fund health care benefits were 9.8 percent of
covered payroll. In addition, SERS levies a surcharge to fund health care benefits equal to 14
percent of the difference between a minimum pay and the member’ s pay, pro-rated for partial
service credit. For fiscal year 2002, the minimum pay has been established at $12,400. The
surcharge, added to the unallocated portion of the 14 percent employer contribution rate,
provides for maintenance of the asset target level for the health care fund.

The target level for the health care reserve is 150 percent of annual health care expenses.
Expenses for health care at June 30, 2001, (the latest information available), were $161.440
million and the target level was $242.2 million. At June 30, 2001, (the latest information
available), SERS had net assets available for payment of health care benefits of $315.7 million.
SERS has approximately 50,000 participants currently receiving health care benefits. For the
Digtrict, the amount to fund health care benefits, including surcharge, equaled $123,736 during
the 2002 fiscal year.
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9. EMPLOYEE BENEFITS

A. OTHER EMPLOYEE BENEFITS
TheDistrict provideshealth and major insurancefor all eligible employeesthrough Medical
Mutual of Ohio. The District pays 95% of single plan and 90% of family plan. Those
amounts are the same on the Tradition and for the PPO plansfor the certified staff. For the
Classified staff - Board pays 85% for Family and 100% for Single (for those hired before 9-
1-92). For those hired after 9-1-92 for the PPO the Board pays 90% of the family and 100%
of the single.

Current premium for the medical planis:
Medical

Family Traditional - $950.49

Single Traditional - $354.73

Single PPO - $272.97

Family PPO - $727.54

Dental coverageis provided through Medical Mutua of Ohio. Premiumsfor this coverage
arethe samefor both the Certified and Classified staff. Board pays 100% of single and 85%
for Family.

Dental - Premium cost
Family Dental - $59.00
Single Dental - $21.71

Life Insurance and accidental death and dismemberment insurance to most employees are
provided through National Insurance Services. Both Certified and Classified employeeshave
$35,000 coverage. Administratorsare covered at $40,000 and the Superintendent iscovered
at twice hisher salary amount. The Board pays the full premium on life insurance and
accidental death and dismemberment.

B. DEFERRED COMPENSATION
District employees may participate in the Ohio Public Employees Deferred Compensation
Plan. This plan was created in accordance with Internal Revenue Code Section 457.
Participation is on a voluntary payroll deduction basis. The plan permits deferral of
compensation until future years. According to the plan, the deferred compensation is not
available until termination, retirement, death or an unforeseeable emergency.
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10. RISK MANAGEMENT

11.

12.

The District is exposed to various risks of loss related to torts, theft of, damage to, and
destruction of assets, errors and omissions, injuriesto employees and natural disasters. During
fiscal year ending June 30, 2002, the District contracted with various insurance companies for
property and general liability insurance, including criminal, mechanical, electrical and pressure
equipment, inland marine, and fleet coverage.

Settled claims have not exceeded any aforementioned commercia coverage in any of the past
three years. There have been no significant reductions in amounts of insurance coverage from
2001.

The Didtrict pays the State Workers' Compensation System a premium based on arate of $100
salaries. Thisrateis calculated based on accident history and administrative costs.

INSURANCE PURCHASING POOL

Ohio School Boards Association (OSBA) Workers' Compensation Group Rating Plan
TheDistrict participatesin the Ohio School Boards Association Workers' Compensation Group
Rating Program (GRP), an insurance purchasing pool. The GRP's business and affairs are
conducted by athree member Board of Directors consisting of the President, the President-Elect
and the Immediate Past President of the OSBA. The Executive Director of the OSBA, or his
designee, serves as coordinator of the program. Each year, the participating school districts pay
an enrollment fee to the GRP to cover the costs of administering the program.

SCHOOL FUNDING COURT DECISION

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

A changein 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, athough a timeline for
distribution is not specified.

Fully funding parity aid no later than the beginning of fiscal year 2004 rather than fiscal
year 2006.
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ELMWOOD LOCAL SCHOOL DISTRICT
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NOTESTO THE FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2002

SCHOOL FUNDING COURT DECISION - (Continued)

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

The State of Ohio, in amotion filed September 17, 2001, asked the Court to reconsider and
clarify the parts of the decision changing the school districts that are used as the basis for
determining the base cost support amount and the requirement that changes be made
retroactive to July 1, 2001. In November, 2001, the Court granted the request for
reconsideration, but also ordered the partiesto participate in a settlement conference with a
court appointed mediator. OnMarch 21, 2002, the mediator issued hisfinal report indicating
that the conference was unable to produce a settlement. The case is now under
reconsideration by the Court.

The District is currently unable to determine what effect, if any, this decision will have on
its future State funding and on its financial operations.

INCOME TAX

The District leviesavoted tax of 1.25 percent for general operations on the income of residents
and of estates. The tax was renewed on January 1, 2001, and will continue for five years.
Employers of residents are required to withhold income tax on compensation and remit the tax
to the State of Ohio. Taxpayersarerequired to filean annual return. The State makes quarterly
distributions to the District after withholding amounts for administrative fees and estimated
refunds. Income tax receipts are credited to the General Fund in the amount of $1,139,639.

SET-ASIDE CALCULATIONSAND FUND RESERVES

TheDistrictisrequired by State statute to annually set-asidein the general fund an amount based
on a statutory formula for the purchase of textbooks and other instructional materials and an
equal amount for the acquisition and construction of capital improvements. Amounts not spent
by year end or offset by similarly restricted resources received during the year must be held in
cash at year end and carried forward to be used for the same purposes in future years.
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14. SET-ASIDE CALCULATIONS AND FUND RESERVES - (Continued)

Thefollowing cash basisinformation describesthe change in the year end set-aside amountsfor
textbooksacquisition and capital acquisitionreserves. Disclosureof thisinformationisrequired
by State statute.

Textbook Capita
Reserve Acquisition
Set-aside cash balance as of June 30, 2001 $(11,105) $(5,327,628)
Current year set-aside requirement 158,288 158,288
Qualifying disbursements (330,450) (426,837)
Total $(183,267) $(5,596,177)
Cash balance carried forward to FY 2003 $(183,267) $(5,327,628)

The District had, for the Textbook Acquisition Reserve, additional qualifying disbursements
during theyear that reduced the set-aside amountsbel ow zero. Theseextraamountsmay be used
to reduce the set-aside requirements of future years. During fiscal 2001, the District issued
bonds totaling $5,473,000 in connection with the building of the District’s new K-12 building.
Theseare qualifying offsets and thus the beginning balancein the capital acquisition reserve has
been restated to reflect this. In addition, the District had qualifying disbursementsin excess of
the annual required set aside. The excess qualifying disbursements are not able to be carried
forward to fiscal 2003, however the excess offsets are eligible to be carried forward to future
years.

15. CONTINGENCIES

A. GRANTS

The Disgtrict received financial assistance from federal and state agencies in the form of
grants. The expenditure of funds received under these programs generaly requires
compliance with terms and conditions specified in the grant agreements and is subject to
audit by the grantor agencies. Any disalowed claims resulting from such audits could
become aliability of the General Fund or other applicable funds. However, in the opinion
of management, any such disallowed claims will not have a material adverse effect on the
overall financia position of the District at June 30, 2002.

B. LITIGATION
The District is not involved in material litigation as either plaintiff or defendant.
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ELMWOOD LOCAL SCHOOL DISTRICT
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE FISCAL YEAR ENDED JUNE 30, 2002

(E)

(E)

FEDERAL GRANTOR/ PASS-THROUGH CASH OTHER CASH OTHER
SUB GRANTOR/ CFDA GRANT FEDERAL FEDERAL FEDERAL FEDERAL
PROGRAM TITLE NUMBER NUMBER RECEIPTS RECEIPTS DISBURSEMENTS DISBURSEMENTS
U.S. DEPARTMENT OF AGRICULTURE
PASSED THROUGH THE
OHIO DEPARTMENT OF EDUCATION:
Nutrition Cluster:
(A),(C) Food Distribution 10.550 N/A $ 42771 42,943
(A),(D) School Breakfast Program 10,553 050682-05-PU-2001 336 336
(A),(D) National School Lunch 10.555 050682-L L-P4-2001 12,556 12,556
(A),(D) National School Lunch 10.555 050682-L L-P4-2002 62,754 62,754
Total U.S. Department of Agricultureand Nutrition Cluster 75,646 42,771 75,646 42,943
U.S. DEPARTMENT OF EDUCATION
PASSED THROUGH THE
OHIO DEPARTMENT OF EDUCATION:
Titlel 84.010 050682-C1-S1-2002 98,383 93,383
Migrant Education 84.011 050682-M G-S1-2000 - 825
Migrant Education 84.011 050682-M G-S1-2001 33,472 49,551
Migrant Education 84.011 050682-MG-S1-2001-C 4,576 801
Total Migrant Education 38,048 51,177
Special Education Cluster:
(B) TitleVI-B 84.027 050682-6B-SF-2000-P - 490
(B) TitleVI-B 84.027 050682-6B-EC-2001-P 4,032 -
(B) TitleVI-B 84.027 050682-6B-EC-2002-P 114,550 106,614
Total TitleVI-B 118,582 107,104
(B)  Special Education Preschool 84.173 050682-PG-S1-2000-P - 35
(B) Specia Education Preschool 84.173 050682-PG-S1-2002-P 7,125 5574
Total Special Education Preschool 7,125 5,609
Total Special Education Cluster 125,707 112,713
Safe and Drug-Free Schools 84.186 050682-DR-S1-2001 767 1,110
Safe and Drug-Free Schools 84.186 050682-DR-S1-2002 5,292 4,088
Total Safeand Drug-Free Schools 6,059 5,198
Eisenhower Professional Development 84.281 050682-M S-S1-2001 - 3,807
Eisenhower Professional Development 84.281 050682-M S-S1-2002 5,872 -
Total Eisenhower Professional Development 5,872 3,807
TitleVI 84.298 050682-C2-S1-2002 2,022 -
TitleVI-R 84.340 050682-CR-S1-2001 6,395 5,805
TitleVI-R 84.340 050682-CR-S1-2002 19,294 11,059
Total VI-R 25,689 16,864
Total U.S. Department of Education 301,780 283,142
Total Federal Financial Assistance 377426 $ 42771 % 358,788 42,943

(A)  Included as part of "Nutrition Grant Cluster" in determining major programs.

(B) Included as part of "Special Education Grant Cluster" in determining major programs.

(C)  TheFood Distribution Program is anon-cash, in kind, federal grant. Commodities are valued at fair market prices.

(D)  Commingled with state and local revenue from sales of lunches; assumed expenditures were made on afirst-in, first-out basis.
(E)  Thisschedule was prepared on the cash basis of accounting.
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TRIMBLE, JULIAN & GRUBE, INC.

“SERVING OHIO LOCAL GOVERNMENTS”

1445 Worthington Woods Boulevard Telephone 614.846.1899
Suite B Facsimile 614.846.2799
Worthington, Ohio 43085

Report on Compliance and on Internal Control Over Financial
Reporting Based on an Audit of Financial Statements Performed in
Accordance With Government Auditing Standards

Board of Education

Elmwood Local School District
7050 Jerry City Road
Bloomdale, Ohio 44817

We haveaudited thefinancial statementsof the Elmwood L ocal School District, Wood County, Ohio
(the“District™), asof and for thefiscal year ended June 30, 2002, and haveissued our report thereon
dated October 28, 2002. For the fiscal year ended June 30, 2002, EImwood Local School District
prepared itsfinancial report on the basis of accounting formerly prescribed or permitted for school
districts by the Auditor of State, which is a basis of accounting other than accounting principles
generally accepted in the United States of Americaand isnon-compliant with Ohio Administrative
Code Section 117-2-03(B).We conducted our audit in accordance with auditing standards generally
accepted in the United States of Americaand 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 reasonabl e assurance about whether the District’ s financial statementsarefree
of material misstatement, we performed tests of its compliance with certain provisions of laws,
regul ations, contracts and grants, noncompliance with which could have adirect and material effect
onthedetermination 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 instances of noncompliance that are required to be
reported under Government Auditing Standards which are described in the accompanying schedule
of findingsasitems2002-EL SD-001, 2002-EL SD-002 and 2002-EL SD-003. Wealso noted certain
immaterial instances of noncompliance that we have reported to the management of the District in
a separate |etter dated October 28, 2002.
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Internal Control Over Financial Reporting

In planning and performing our audit, we considered EImwood Local School District’s internal
control over financia 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. Our consideration of the internal control over financial reporting
would not necessarily disclose al mattersin theinternal control over financial reporting that might
be material weaknesses. A material weaknessisaconditioninwhich thedesign or operation of one
or more of the internal control components does not reduce to a relatively low level the risk that
misstatementsin amountsthat would be material inrelationto thefinancial statementsbeing audited
may occur and not be detected within a timely period by employees in the normal course of
performing their assigned functions. We noted no matters involving the internal control over
financial reporting and its operation that we consider to be materia weaknesses. However, we noted
other mattersinvolving theinternal control over financial reporting that do not requireinclusionin
thisreport that we have reported to the management of EImwood Local School District in aseparate
letter dated October 28, 2002.

Thisreport isintended for the information and use of the management and Board of Education of

Elmwood Local School District, Wood County, federal awarding agenciesand pass-through entities
and is not intended to be and should not be used by anyone other than these specified parties.

Trimble, Julian & Grube, Inc.
October 28, 2002
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TRIMBLE, JULIAN & GRUBE, INC.

“SERVING OHIO LOCAL GOVERNMENTS”

1445 Worthington Woods Boulevard Telephone 614.846.1899
Suite B Facsimile 614.846.2799
Worthington, Ohio 43085

Report on Compliance With Requirements Applicableto Its
Major Federal Program and on Internal Control Over Compliancein
Accordance With OMB Circular A-133

Board of Education

Elmwood Local School District
7050 Jerry City Road
Bloomdale, Ohio 44817

Compliance

We have audited the compliance of ElImwood Loca School District, Wood 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 itsmajor federal
program for the fiscal year ended June 30, 2002. The District’s major federal program isidentified
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 mgor 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 applicableto financia audits contained in Gover nment
Auditing Standards, issued by the Comptroller General of the United States of America; and OMB
Circular A-133, Audit 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 thetypesof compliancerequirementsreferred
to above that could have adirect and material effect on amajor federal program. An audit includes
examining, on atest basis, evidence about the District’s compliance with those requirements and
performing such other procedures aswe considered necessary in the circumstances. Webelievethat
our audit provides a reasonable basis for our opinion. Our audit does not provide a legal
determination on EImwood Local School District’s compliance with those requirements.

31



Board of Education
Elmwood Local School District

In our opinion, the District’s complied, in all material respects, with the requirements referred to
above that are applicable to its major federal program for the fiscal year ended June 30, 2002.

Internal Control Over Compliance

The management of the District is responsible for establishing and maintaining effective interna
control over compliance with requirements of laws, regulations, contracts and grants applicable to
federal programs. In planning and performing our audit, we considered theDistrict’ sinternal control
over compliance with requirements that could have a direct and material effect on a major federal
program in order to determine our auditing proceduresfor the purpose of expressing our opinion on
compliance and to test and report on interna control over compliance in accordance with OMB
Circular A-133.

Our consideration of theinternal control over compliance would not necessarily discloseall matters
in the internal control that might be material weaknesses. A material weaknessis a condition in
which the design or operation of one or more of theinternal control components does not reduce to
arelatively low level therisk that noncompliance with applicabl e requirements of laws, regulations,
contracts and grantsthat would be material in relation to amajor federal program being audited may
occur and not be detected within atimely period by employeesin the normal course of performing
their assigned functions. We noted no matters involving the internal control over compliance and
its operation that we consider to be material weaknesses.

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

Elmwood Local School District, 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.

Trimble, Julian & Grube, Inc.
October 28, 2002
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ELMWOOD LOCAL SCHOOL DISTRICT

WOOD COUNTY
JUNE 30, 2002

SCHEDULE OF FINDINGS
OMB CIRCULAR A-133 § .505

1. SUMMARY OF AUDITOR’SRESULTS

(d)(2)()

Type of Financial Statement Opinion

Unqualified

(A)(2)(i)

Were there any material control weakness
conditions reported at the financial
statement level (GAGAS)?

No

(A)(2)(i)

Were there any other reportable control
weakness conditions reported at the
financial statement level (GAGAS)?

No

(d)(1)(ii)

Was there any reported material
noncompliance at the financial statement
level (GAGAS)?

Yes

(@)(D)(iv)

Were there any material internal control
weakness conditions reported for major
federal programs?

No

(@)(D)(iv)

Were there any other reportable internal
control weakness conditions reported for
major federal programs?

No

(@)(@)(V)

Type of Major Programs Compliance
Opinion

Unqualified

(A)(1)(v)

Are there any reportable findings under
8.5107?

No

(d)(1)(vii)

Major Program

Special Education Cluster; Title VI-
B CFDA #384.027 and Specid
Education - Preschool Grants CFDA
#84.173

(d)(1)(viii)

Dollar Threshold: Type A/B Programs

Type A: > $300,000
TypeB: al others

(A)(D)(ix)

Low Risk Auditee?

Yes
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ELMWOOD LOCAL SCHOOL DISTRICT
WOOD COUNTY
JUNE 30, 2002

SCHEDULE OF FINDINGS
OMB CIRCULAR A-133 § .505

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

Finding Number 2002-ELSD-001

Ohio Administrative Code 8117-2-03(B) requires the District to prepare its annual financial report
in accordance with accounting principles generally accepted in the United States of America
(GAAP). However, asdescribedin Note 1, the District preparesitsfinancial statementsonthebasis
of accounting formerly prescribed or permitted for school districts by the Auditor of State, whichis
abasis of accounting other than GAAP.

The accompanying financial statements omit assets, liabilities, and fund equities, and disclosures
that, while material, cannot be determined at thistime. The District may be fined and various other
administrative remedies may be taken against the District.

We recommend that the District file their financial report in accordance with GAAP.

The District understands this requirement but feels they do not have the resources to convert to
GAAP.



ELMWOOD LOCAL SCHOOL DISTRICT
WOOD COUNTY
JUNE 30, 2002

SCHEDULE OF FINDINGS
OMB CIRCULAR A-133 § .505

2. FINDINGSRELATED TO THE FINANCIAL STATEMENTS
REQUIRED TO BE REPORTED IN ACCORDANCE WITH GAGAS - (Continued)

Finding Number 2002-EL SD-002

Ohio Revised Code Section 5705.39 in part requires that the total appropriation from each fund
should not exceed total estimated resources.

It was noted during the audit that the District had appropriations exceeding estimated resources in
the following funds:

Estimated
Fund Type/Fund Resources Appropriations Excess
Specia Revenue Fund Type:
Public School Support $ 46,972 $ 56,754 $9,782
District Managed Activities 173,198 176,400 3,202
Ohio Reads 46,648 90,000 43,352
School Improvement 2,612 2,821 209
Eisenhower 9,679 10,331 652
Titlel 125,476 127,262 1,786
Title VI 2,029 6,981 4,952
TitleVI-R 25,690 31,268 5,578
Miscellaneous Federal Grants 165 356 191
Enterprise Fund Type:
Uniform School Supplies 47,769 64,384 16,615

With appropriations exceeding estimated resources, the District is spending monies that are not
lawfully appropriated for that fund’ s purposes and thus could result in afund deficit, or spending of
another fund’s monies.

We recommend that the District comply with the Ohio Revised Code and Auditor of State Bulletin
97-010 by keeping more accurate appropriations versus estimated resources records and amending
the budget prior to year end. If itisdetermined that estimated revenueswill be greater than initially
anticipated, the District should amend its official estimate in order to provide for any additional
appropriations; however, appropriations should not exceed estimated resources.

35



ELMWOOD LOCAL SCHOOL DISTRICT
WOOD COUNTY
JUNE 30, 2002

SCHEDULE OF FINDINGS
OMB CIRCULAR A-133 § .505

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

Finding Number 2002-EL SD-003

Ohio Revised Code Section 5705.41(B) requires that no subdivision is to expend money unless it
has been appropriated.

It was noted during the audit that the District had expenditures in excess of appropriations in the
following funds:

Fund Type/Fund Appropriations Expenditures Excess

Specia Revenue Fund Type:

SchoolNet Professional Development $ 4,000 $ 7,496 $ 3,496

Miscellaneous State Grants - 1,103 1,103
Capital Projects Fund Type:

Tech Equity 660 13,413 12,753
Enterprise Fund Type:

Food Service 337,683 364,213 26,530
Expendable Trust Fund 788 1,428 640
Nonexpendable Trust Fund 1,867 2,663 796

With expenditures exceeding appropriations, the District isunlawfully expending moniesthat have
not been appropriated.

We recommend that the District comply with the Ohio Revised Code and the Auditor of State
Bulletin 97-010 by monitoring expenditures so they do not exceed lawful appropriations and
amending the budget prior to year end. Thismay beachieved by monitoring the budget more closely
on acontinual basis.

3. FINDINGS AND QUESTIONED COSTSFOR FEDERAL AWARDS

None
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ELMWOOD LOCAL SCHOOL DISTRICT
WOOD COUNTY

JUNE 30, 2002

STATUS OF PRIOR AUDIT FINDINGS

OMB CIRCULAR A-133 § .505

Finding
Number

Finding Summary

Fully
Corrected?

Not Corrected, Partially
Corrected; Significantly
Different Corrective
Action Taken; Finding
no Longer Valid

2001-ELSD-001

Ohio Administrative Code §117-2-
03(B) requires the District to
prepareitsannual financial reportin
accordance with accounting
principles generally accepted in the
United States of America (GAAP).
However, as described in Note 1,
the District prepares its financial
statements on the basis of
accounting formerly prescribed or
permitted for school districts by the
Auditor of State, whichisabasis of
accounting other than GAAP.

No

Not corrected.

2001-EL SD-002

Ohio Revised Code Section
5705.39 in part requires that the
total appropriation from each fund
should not exceed total estimated
resources.

No

Not corrected.

2001-EL SD-003

Ohio Revised Code Section
5705.41(B) requires that no
subdivision is to expend money
unlessit has been appropriated.

No

Not corrected.
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88 Fast Broad Street
P.O. Box 1140

Auditor of State Columbus, Ohio 43216-1140
Telephone  614-466-4514
Betty Montgomery P 400.282.0370

Facsimile  614-466-4490

ELMWOOD LOCAL SCHOOL DISTRICT

WOOD 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
FEBRUARY 4, 2003
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