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Auditor of State
Betty Montgomery

INDEPENDENT ACCOUNTANTS’ REPORT

Ontario Local School District
Richland County

457 Shelby-Ontario Road
Mansfield, Ohio 44906-1029

To the Board of Education:

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, and each major fund and the aggregate remaining fund information of Ontario Local School
District, Richland County, Ohio, (the District) as of and for the year ended June 30, 2003, which collectively
comprise the District's basic financial statements as listed in the table of contents. These financial
statements are the responsibility of the District's management. Our responsibility is to express opinions on
these 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 opinions.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, the business-type activities, and each major
fund and the aggregate remaining fund information, of Ontario Local School District, Richland County,
Ohio, as of June 30, 2003, and the respective changes in financial position and cash flows, where
applicable, and the respective budgetary comparison for the General Fund thereof for the year then ended
in conformity with accounting principles generally accepted in the United States of America.

As described in Note 3, during the year ended June 30, 2003, the District implemented a new financial
reporting model, as required by the provisions of Governmental Accounting Standards Board Statement
No. 34, Basic Financial Statements - and Management’s Discussion and Analysis - for State and Local
Governments.

In accordance with Government Auditing Standards, we have also issued our report dated November 6,
2003 on our consideration of the District’s internal control over financial reporting and our tests of its
compliance with certain provisions of laws, regulations, contracts and grants. That report is an integral part
of an audit performed in accordance with Government Auditing Standards and should be read in
conjunction with this report in considering the results of our audit.

111 Second St., NW / Fourth Floor / Canton, OH 44702
Telephone: (330) 438-0617 (800) 443-9272 Fax: (330) 471-0001
www.auditor.state.oh.us
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The Management Discussion and Analysis is not a required part of the basic financial statements but is
supplementary information the Governmental Accounting Standards Board requires. We have applied
certain limited procedures, which consisted principally of inquiries of management regarding the methods
of measurement and presentation of the required supplementary information. However, we did not audit
the information and express no opinion on it.

We conducted our audit to form opinions on the financial statements that collectively comprise the
District’s basic financial statements. The Schedule of Receipts and Expenditures of Federal Awards is
presented for additional analysis and is not a required part of the basic financial statements. We
subjected the Schedule of Receipts and Expenditures of Federal Awards to the auditing procedures
applied in the audit of the basic financial statements. In our opinion, this information is fairly stated in all
material respects in relation to the basic financial statements taken as a whole.

Tty Iwtgmsny

Betty Montgomery
Auditor of State

November 6, 2003
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UNAUDITED

The discussion and analysis of Ontario Local School District’s (the “District”) financial performance provides an overall
review of the District’s financial activities for the fiscal year ended June 30, 2003. The intent of this discussion and
analysis is to look at the District’s financial performance as a whole; readers should also review the notes to the basic
financial statements and financial statements to enhance their understanding of the District’s financial performance.

Financial Highlights
Key financial highlights for 2003 are as follows:

e Intotal, net assets decreased $42,268. Net assets of governmental activities decreased $48,941, which represents a
0.60% decrease from 2002. Net assets of business-type activities increased $6,673 or 55.84% from 2002.

e  General revenues accounted for $13,228,376 in revenue or 89.43% of all revenues. The District recorded a $98,010
gain on sale of capital assets which is reported as a special item. Program specific revenues in the form of charges
for services and sales, grants and contributions accounted for $1,465,450 or 9.91% of total revenues of $14,791,836.

e The District had $14,783,126 in expenses related to governmental activities; only $1,407,799 of these expenses were
offset by program specific charges for services, grants or contributions. General revenues supporting governmental
activities (primarily taxes and unrestricted grants and entitlements) of $13,228,376 were used to provide for these
programs.

e The District’s major governmental funds had $13,250,613 in revenues and other financing sources and $13,144,385
in expenditures. The fund balance of the major governmental funds increased from $2,705,005 to $2,807,129.

Using this Financial Report

This annual report consists of a series of financial statements and notes to those statements. These statements are
organized so the reader can understand the District as a financial whole, an entire operating entity. The statements then
proceed to provide an increasingly detailed look at specific financial activities.

The Statement of Net Assets and Statement of Activities provide information about the activities of the whole District,
presenting both an aggregate view of the District’s finances and a longer-term view of those finances. Fund financial
statements provide the next level of detail. For governmental funds, these statements tell how services were financed in
the short-term as well as what remains for future spending. The fund financial statements also look at the District’s most
significant funds with all other nonmajor funds presented in total in one column. The District has two major
governmental funds: the general fund and the debt service fund. The general fund is by far the most significant fund.
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Reporting the District as a Whole
Statement of Net Assets and the Statement of Activities

While this document contains the large number of funds used by the District to provide programs and activities, the view
of the District as a whole looks at all financial transactions and asks the question, “How did we do financially during
2003?” The Statement of Net Assets and the Statement of Activities answer this question. These statements include all
assets and liabilities using the accrual basis of accounting similar to the accounting used by most private-sector
companies. This basis of accounting takes into account all of the current year’s revenues and expenses regardless of
when cash is received or paid.

These two statements report the District’s net assets and changes in those assets. This change in net assets is important
because it tells the reader that, for the District as a whole, the financial position of the District has improved or
diminished. The causes of this change may be the result of many factors, some financial, some not. Non-financial
factors include the District’s property tax base, current property tax laws in Ohio restricting revenue growth, facility
conditions, required educational programs and other factors.

In the Statement of Net Assets and the Statement of Activities, the District is divided into two distinct kinds of activities:

Governmental Activities - Most of the District’s programs and services are reported here including instruction, support
services, operation and maintenance of plant, pupil transportation, extracurricular activities and food service.

Business-Type Activities - These services are provided on a charge for goods or services basis to recover all or a
significant portion of the expenses of the goods or services provided. The District’s preschool/latchkey programs are
reported as business activities.

Reporting the District’s Most Significant Funds
Fund Financial Statements

The analysis of the District’s major governmental funds begins on page 10. Fund financial reports provide detailed
information about the District’s major funds. The District uses many funds to account for a multitude of financial
transactions. However, these fund financial statements focus on the District’s most significant funds.

Governmental Funds

Most of the District’s activities are reported in governmental funds, which focus on how money flows into and out of
those funds and the balances left at year-end available for spending in future periods. These funds are reported using an
accounting method called modified accrual accounting, which measures cash and all other financial assets that can
readily be converted to cash. The governmental fund statements provide a detailed short-term view of the District’s
general government operations and the basic services it provides. Governmental fund information helps you determine
whether there are more or fewer financial resources that can be spent in the near future to finance educational programs.
The relationship (or differences) between governmental activities (reported in the Statement of Net Assets and the
Statement of Activities) and governmental funds is reconciled in the financial statements.
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Proprietary Fund

The proprietary fund uses the same basis of accounting as business-type activities; therefore, these statements will
essentially match information provided in the statements for the District as a whole.

Reporting the District’s Fiduciary Responsibilities

The District is the trustee, or fiduciary, for its scholarship programs. This activity is presented as a private purpose trust
fund. The District also acts in a trustee capacity as an agent for individuals, private organizations, other governmental
units and/or other funds. These activities are reported in two agency funds. The District’s fiduciary activities are
reported in separate Statements of Fiduciary Net Assets and Changes in Fiduciary Net Assets on pages 28 and 29. These
activities are excluded from the District’s other financial statements because the assets cannot be utilized by the District
to finance its operations.

The District as a Whole
Recall that the Statement of Net Assets provides the perspective of the District as a whole. This is the first year for
government-wide financial statements using the full accrual basis of accounting, therefore a comparison with prior years

is not available. A comparative analysis will be provided in future years when prior year information is available.

The table below provides a summary of the District’s net assets for 2003.

Net Assets
Governmental Activities Business-Type Activities
2003 2003

Assets
Current assets $ 14,905,620 $ 39,804
Capital assets 25,813,998 -
Total assets 40,719,618 39,804
Liabilities
Current liabilities 11,450,900 12,290
Long-term liabilities 21,105,333 8,891
Total liabilities 32,556,233 21,181
Net Assets
Invested in capital

assets, net of debt 6,049,000 -
Restricted 1,214,354 -
Unrestricted 900,031 18,623
Total net assets $ 8,163,385 $ 18,623

Total assets decreased by $42,268 due primarily to depreciation expense exceeding capital outlay by $613,321.
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The table below shows the changes in net assets for fiscal year 2003. Since this is the first year the District has prepared
financial statements following GASB Statement No. 34, revenue and expense comparisons to fiscal year 2002 are not
available. A comparative analysis will be provided in future years when prior year information is available.

Revenues

Program revenues:
Charges for services and sales
Operating grants and contributions
Capital grants and contributions

General revenues:
Property taxes
Grants and entitlements
Investment earnings
Miscellaneous

Special item

Total revenues

Change in Net Assets

Governmental Activities

2003

$ 975348
404,843
27,608

10,386,633
2,673,932
107,993
59,818

98,010

14,734,185

Business-Type Activities

2003

$ 57,651

57,651
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Governmental Activities Business-Type Activities
2003 2003
Expenses
Program expenses:
Instruction:
Regular $ 5,779,080 $ -
Special 728,173 -
Vocational 261,484 -
Other 131,009 -
Support services:
Pupil 704,919 -
Instructional staff 721,277 -
Board of education 34,167 -
Administration 1,058,102 -
Fiscal 515911 -
Operations and maintenance 1,799,582 -
Pupil transportation 732,976 -
Central 26,005 -
Operation of non-instructional services: -
Food service operations 628,666 -
Other non-instructional services 32,265 -
Extracurricular activities 536,456 -
Interest and fiscal charges 1,093,054 -
Preschool/latchkey - 50,978
Total expenses 14,783,126 50,978
Changes in net assets $  (48,941) $ 6,673

Governmental Activities

Net assets of the District’s governmental activities decreased by $48,941. Total governmental expenses of $14,783,126
were offset by program revenues of $1,407,799, and general revenues of $13,228,376, and a special item of $98,010.
Program revenues supported 9.52% of the total governmental expenses.

The primary sources of revenue for governmental activities are derived from property taxes, grants, and entitlements.
These two revenue sources represent 88.64% of total governmental revenue. Real estate property is reappraised every six
years. As aresult of the latest reappraisal by Richland County in tax year 2002, the District’s tax valuation increased by
7% that year. Although recent growth has had a positive effect on the District’s tax base, the full tax revenue impact has
not been realized due to H.B. 920. This state law, enacted in 1976, does not allow for revenue increases caused by
inflationary growth of real property values. Increases in valuation prompt corresponding annual reductions in the
“effective millage”, the tax rates applied to real property. H.B. 920 also provided a “floor”” of 20 mills to which “effective
millage “ would not be reduced below. The District is at the 20 mill floor for Residential Real Estate Tax, but is not at
the 20 mill floor for Commercial Real Estate Tax. Thus, although District tax valuation continues to grow, this built-in
revenue limitation is one of the factors that requires the District to request additional school operating revenue by placing
a levy on the ballot periodically.
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Voters approved the last additional operating levy in May 1992 which was a renewable 5 year dollar levy in the annual
amount of $1,320,000. This levy amount required 6.6 mills to be levied in 1992. In 2003 only 4.3 mills were required to
be levied to generate $1,320,000. This levy is expected to provide adequate revenue for general fund operating
expenditures through the fiscal year 2005. Unless there is an unexpected adjustment in State funding, an additional
operating levy will be required in the next twelve to eighteen months

The District’s financial condition is solid as of the end of fiscal year 2003, but a trend of expenditures exceeding revenues
appears to have begun. This trend is expected to continue the next two years. The principle cause is stagnate growth in

revenue coupled with major increases in health insurance costs, special education costs, and utility costs.

The graph below presents the District’s governmental activities revenue and expenses for fiscal year 2003.

Governmental Activities - Revenues and Expenses

14,800,000
14,780,000
14,760,000 | $14,783,126 I
B Revenues
14,740,000 OE
xpenses
14,700,000

Governmental

The Statement of Activities shows the cost of program services and the charges for services and grants offsetting those
services. The following table shows, for governmental activities, the total cost of services and the net cost of services for
2003. That is, it identifies the cost of these services supported by tax revenue and unrestricted State grants and
entitlements. Comparisons to 2002 have not been presented since they are not available.

Governmental Activities

Total Cost of Net Cost of
Services Services
2003 2003
Program expenses:
Instruction:
Regular $ 5,779,080 $ 5,456,758
Special 728,173 577,771
Vocational 261,484 261,484
Other 131,009 131,009
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Total Cost of Net Cost of
Services Services
2003 2003
Support services:
Pupil $ 704,919 $ 636,483
Instructional staff 721,277 689,465
Board of Education 34,167 34,167
Administration 1,058,102 1,058,102
Fiscal 515,911 515,911
Operations and maintenance 1,799,582 1,757,212
Pupil transportation 732,976 722,414
Central 26,005 19,485
Operation of non-instructional services:
Food service operations 628,666 152,604
Other operation of non-instructional services 32,265 (39,452)
Extracurricular activities 536,456 308,860
Interest and fiscal charges 1,093,054 1,093,054
Total $ 14,783,126 $ 13,375,327

The dependence upon tax revenues during fiscal year 2003 for governmental activities is apparent, as 93.15% of 2003
instruction activities are supported through taxes and other general revenues. The District’s taxpayers, as a whole, is by
far the primary support for District’s students.

The graph below presents the District’s governmental activities revenue for fiscal year 2003.

15,000,000
10,000,000
5,000,000

Business-Type Activities

Governmental Activities - General and Program Revenues

$13,228,376
OProgram Revenues
B General Revenues
$1,407,799
Fiscal Year 2003

Business-type activities include preschool/latchkey operations. These programs had revenues of $57,651and expenses of
$50,978 for fiscal year 2003. The District’s business-type activities do not receive support from tax revenues.
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The District’s Funds

The District’s governmental funds (as presented on the balance sheet on page 20) reported a combined fund balance of
$3,202,530, which is above last year’s total of $3,068,078. The general fund balance was restated at June 30, 2002 due to
the implementation of GASB Statement No. 34 (See Note 3.A. to the basic financial statements for detail). The schedule
below indicates the fund balance and the total change in fund balance as of June 30, 2003 and 2002.

Fund Balance

Fund Balance (Restated) Increase/

June 30, 2003 June 30, 2002 (Decrease)
General $ 1,951,372 $ 2,043,218 $ (91,846)
Debt Service 855,757 661,787 193,970
Other Governmental 395,401 363,073 32,328
Total $ 3,202,530 $ 3,068,078 $ 134,452
General Fund

The District’s general fund balance decreased by $91,846 during 2003. This was due to several different factors. First,
revenues grew less than 1%. Kmart has not paid over $72,000 in Real Estate Tax due to bankruptcy. The State
legislators approved the gradual elimination of the inventory portion of the Personal Property Tax which costs our
District approximately $45,000 compounded annually. Next, our expenditures increased by 2.6%. Two key areas that
caused our expenditures to be more were health insurance costs and utilities. Health insurance costs increased $110, 073
(13.6%) and utility costs increased $57,183 (13.3%). The utility cost increase was mainly due to natural gas price

increases.

2003 2002 Percentage
Amount Amount Change
Revenues
Taxes $ 8,535,887 $ 8,507,126 0.34%
Intergovernmental 2,504,080 2,412,805 3.78%
Other revenues 375,044 382,240 (1.89)%
Total $ 11,415,011 $ 11,302,171 1.00%

Tax revenue increased by $28,761 or 0.34% from fiscal 2002. Intergovernmental revenue increased $91,275 or 3.78%
from the prior year. This increase is attributed to an increase in the number of grants the district received in 2003. Other
revenues declined partially due to a $42,722 or 26.72% decrease in investment income. This is attributable to drastic cuts

in interest rates by the Federal Reserve Bank throughout the year.
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Revenues - Fiscal Year 2003 Revenues - Fiscal Year 2002
Other
Revenues
3.39% Taxes
Taxes 75.27%
74.78%
Intergovernm
ental
21.34%
Intergovernme
ntal
21.94%
The table that follows assists in illustrating the expenditures of the general fund.
2003 2002 Percentage
Amount Amount Change

Expenditures
Instruction $ 6,248,529 $ 6,051,830 3.25%
Support services 4,863,050 4,651,687 4.54%
Operation of non-instructional services 26,536 17,510 51.55%
Extracurricular activities 345,848 324,936 6.44%
Facilities acquisition and construction 20,400 163,351 (87.51)%
Total $ 11,504,363 $ 11,209,314 2.63%

The most significant decrease was in the area of facilities acquisition and construction, due to an overall decrease in
capital spending by the District. The largest expenditure line item, instruction, increased by $169,699 or 3.25%, which is
primarily attributed to wage and benefit increases.

11
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Expenditures - Fiscal Year 2003
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General Fund Budgeting Highlights

The District’s budget is prepared according to Ohio law and is based on accounting for certain transactions on a basis of
cash receipts, disbursements and encumbrances. The most significant budgeted fund is the general fund.

During the course of fiscal 2003, the District amended its general fund budget one time, not significantly. The District
uses site-based budgeting and the budgeting systems are designed to tightly control total site budgets but provide
flexibility for site management.

For the general fund, final budgeted revenues and other financing sources were $11,204,711, below actual revenues and
other financing sources of $11,500,124. Of'this $295,413 difference, most was due to tax estimates in the original and
final budget. The District did not make changes to the original budgeted revenues of the general fund during fiscal 2003.

General fund original appropriations of $11,564,405 were increased to $11,579,405 in the final budget. The actual

budget basis expenditures for fiscal year 2003 totaled $11,515,746, which was $63,659 less than the final budget
appropriations, primarily because salary costs proved to be lower than anticipated in the original and final budget.

12
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Capital Assets and Debt Administration
Capital Assets

During fiscal year 2003, the District changed its capitalization threshold from five hundred dollars to five thousand
dollars. The change in threshold, fund reclassification and land and infrastructure amounts not reported in the prior year
resulted in a restatement of capital assets in the governmental activities (see Note 3.A. for detail). There are no capital
assets reported in the business-type activities at June 30, 2003. At the end of fiscal 2003, the District had $25,813,998
invested in land, land/improvements, buildings/improvements, furniture/equipment, vehicles and infrastructure. See Note
7 to the basic financial statements for detail. The following table shows fiscal 2003 balances compared to 2002:

Capital Assets at June 30
(Net of Depreciation)

Governmental Activities

2003 2002
Land $ 40,839 $ 51,504
Land/improvements 571,524 532,491
Building/improvements 22,812,431 23,523,606
Furniture/equipment 1,038,833 1,118,409
Vehicles 753,430 801,448
Infrastructure 596,941 610,027
Total $25,813,998 $26,637,485

The following graphs show the breakdown of governmental activities capital assets by category for 2003 and 2002.

Capital Assets - Governmental Activities
2003

Vehicles
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Furniture and
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Infrastructure
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e Land
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Debt Administration

At June 30, 2003 the District had $19,764,998 in general obligation bonds outstanding. The issue is comprised of current
issue bonds and capital appreciation bonds. See Note 8 to the basic financial statements for detail. Of this total,
$825,000 is due within one year and $18,939,998 is due within greater than one year. The following table summarizes
the bonds outstanding.

Outstanding Debt, at Year End

Governmental Governmental
Activities Activities
2003 2002
Current interest bonds $ 18,495,000 $ 19,180,000
Capital appreciation bonds 1,269,998 1,099,327
Total $ 19,764,998 $ 20,279,327

The District issued the general obligation bonds in 1999 to provide funds for various District building projects. The
annual interest rate ranges from 4.05% to 5.375% and the bonds are scheduled to mature in fiscal 2024.

At June 30, 2003 the District’s overall legal debt margin was $10,103,980 (including available funds of $855,757) and an
unvoted debt margin of $337,262.

For the Future

As the preceding information shows, the District relies heavily upon grants, entitlements, and property taxes. These
combined revenues only increased about 1% in fiscal year 2003. Despite large increases in health insurance and utility
costs (each over 13%) the District’s expenditures overall increased only 2.6%. This caused our general fund balance to
decrease $91,846. The District still ended fiscal year 2003 fiscally sound with a fund balance of $1,951,372. It is
projected that with this fund balance, the District will have the necessary funds to meet its operating expenses through
fiscal year 2005. In order to maintain the current curricular and co-curricular programs for our students, an additional
operating levy will be required by the end of calendar year 2005 at the latest.

The following factors are causing us to go back to the voters for an additional operating levy.

Loss of Revenue:

1. Bankruptcy and closing of Kmart store. ($120,600 annually)

State Legislators phasing out inventory portion of Personal Property Tax. ($765,000 over 5 years)
State Legislators phasing out the Personal Property Tax Exemption Reimbursement. ($87,000 over 5 years)
State Legislators reduced vocational student reimbursement. ($15,000 annually)
State Legislators reduced the State Formula Per Pupil increase from 2.8% to 2.2%. ($50,000 annually)

6. Reduction in investment income due to reduction in market rates. ($464,000 over 5 years)
Expenditures:

1. Health insurance premiums are anticipated to increase 19% a year. ($200,000 annually)

2. Utility costs increased 13%, primarily due to natural gas price increases. ($57,183 annually)

3. Special education cost increases due to additional students. ($314,000 over 5 years)

el
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Traditionally, our community has been supportive of school tax issues. We have had only two levy attempts fail in the
last 27 years. In today’s climate of no tax increases, passing an additional tax levy will be a challenge. The key will be
informing our voters why this need exists. In explaining that ever since the DeRolph case declared the current state
funding formula unconstitutional, the State has been directing additional revenue to low property wealth districts and not
districts such as ours. The only way that districts such as ours can anticipate additional funding is through local property
tax levies.

Contacting the District’s Financial Management
This financial report is designed to provide our citizen’s, taxpayers, and investors and creditors with a general overview
of the District’s finances and to show the District’s accountability for the money it receives. If you have questions about

this report or need additional financial information contact Mr. Randall K. Harvey, Treasurer, Ontario Local School
District, 457 Shelby-Ontario Road, Mansfield, Ohio 44906-1029.
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ONTARIO LOCAL SCHOOL DISTRICT

Assets:

Equity in pooled cash and cash equivalents. . .

Receivables:

Accounts. . . . . . ... ...

Intergovernmental . . . . .. ... ... ..

Accruedinterest . . . . .. ... ... ...
Prepayments . . . . .. ... ... ...
Materials and supplies inventory . . . . . . ..
Capital assets:

Land. . . .. ... ... ...

Depreciable capital assets,net. . . . . . . .
Capital assets,net. . . . . . ... .......

Totalassets. . . . . .. ... ... ......

Liabilities:
Accounts payable. . . . ... ... ... ...
Contracts payable. . . . . ... ........
Accrued wages and benefits . . . .. ... ..
Pension obligation payable. . . . . ... ...
Intergovernmental payable . . . . . . ... ..
Deferredrevenue . . . . . ... ... ... ..
Accrued interest payable . . . . ... ... ..
Long-term liabilities:
Due withinoneyear. . . . ... .......
Due within more than one year. . . . . . . .

Total liabilities. . . . .. ... .. ... ...

Net Assets:
Invested in capital assets, net
ofrelateddebt. . . . . .. ... ... ....
Restricted for:
Capital projects . . . . .. ... ... ....
Debtservice. . . . ... ... ... .....
Otherpurposes . . . . . . . ... ......
Unrestricted. . . . . . ... ... ... ....

Totalnetassets. . . . .. ... ........

SEE ACCOMPANYING NOTES TO THE BASIC FINANCIAL STATEMENTS

RICHLAND COUNTY, OHIO

STATEMENT OF NET ASSETS
JUNE 30, 2003

Governmental Business-Type
Activities Activities Total
$ 3,655,951 $ 39,804 $ 3,695,755
11,009,889 - 11,009,889
3,274 - 3,274
67,236 - 67,236
4,794 - 4,794
58,794 - 58,794
105,682 - 105,682
40,839 - 40,839
25,773,159 25,773,159
25,813,998 - 25,813,998
40,719,618 39,804 40,759,422
38,971 - 38,971
2,849 - 2,849
1,242,895 5,512 1,248,407
350,086 1,711 351,797
32,790 140 32,930
9,711,149 4,927 9,716,076
72,160 - 72,160
904,092 - 904,092
20,201,241 8,891 20,210,132
32,556,233 21,181 32,577,414
6,049,000 - 6,049,000
305,337 - 305,337
882,820 - 882,820
26,197 - 26,197
900,031 18,623 918,654
$ 8,163,385 $ 18,623 $ 8,182,008
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ONTARIO LOCAL SCHOOL DISTRICT
RICHLAND COUNTY, OHIO

STATEMENT OF ACTIVITIES
FOR THE FISCAL YEAR ENDED JUNE 30, 2003

Program Revenues

Charges for Operating Grants Capital Grants
Expenses Services and Sales and Contributions and Contributions
Governmental activities:
Instruction:
Regular . . . ... ... ...... $ 5,779,080 $ 236,131 $ 58,583 $ 27,608
Special . . ... .. ........ 728,173 3,760 146,642 -
Vocational . .. .......... 261,484 - - -
Other . . ... ... ........ 131,009 - - -
Support services:
Pupil. . . ... ... . ....... 704,919 55,852 12,584 -
Instructional staff. . . . .. .. .. 721,277 12,232 19,580 -
Board of education . . . ... ... 34,167 - - -
Administration. . . . .. ... ... 1,058,102 - - -
Fiscal.. . . .. ... ... ..... 515,911 - - -
Operations and maintenance . . . . 1,799,582 42,370 - -
Pupil transportation. . . . . . . .. 732,976 - 10,562 -
Central . . ... ... ....... 26,005 - 6,520 -
Operation of non-instructional
services:
Food service operations . . . . . . 628,666 397,407 78,655 -
Other non-instructional services . . 32,265 - 71,717 -
Extracurricular activities. . . . . . . 536,456 227,596 - -
Interest and fiscal charges . . . . . . 1,093,054 - - -
Total governmental activities . . . . . 14,783,126 975,348 404,843 27,608
Business-type activities:
Preschool/latchkey . . . . . . .. .. 50,978 57,651 - -
Total business-type activities . . . . . 50,978 57,651 - -
Totals. . . . ... .......... $ 14.834,104 _$ 1,032,999 _§ 404,843 $ 27.608

General Revenues:
Property taxes levied for:
General purposes . . . . . . ... ... ..
Debtservice. . . . ... ... .. ... ..
Capital projects . . . . . .. ... ... ..
Grants and entitlements not restricted
to specific programs. . . . . ... ... ..
Investment earnings . . . . . . ... .. ..
Miscellaneous . . . . . . ... ... ....

Total general revenues . . . . . . . ... ..

Special item:
Gain on sale of capital assets. . . . . .. ..

Total general revenues and special item . . .
Change innetassets . . . . .. ........
Net assets at beginning of year . . . . . . . ..

Net assetsatend of year . . . . . . ... ...

SEE ACCOMPANYING NOTES TO THE BASIC FINANCIAL STATEMENTS
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Net (Expense) Revenue
and Changes in Net Assets

Governmental Business-Type

Activities Activities Total
(5,456,758) - (5,456,758)
(577,771) - (577,771)
(261,484) - (261,484)
(131,009) - (131,009)
(636,483) - (636,483)
(689,465) - (689,465)
(34,167) - (34,167)
(1,058,102) - (1,058,102)
(515,911) - (515,911)
(1,757,212) - (1,757,212)
(722,414) - (722,414)
(19,485) - (19,485)
(152,604) - (152,604)
39,452 - 39,452
(308,860) - (308,860)
(1,093,054) - (1,093,054)
(13,375,327) - (13,375,327)
- 6,673 6,673
- 6,673 6,673
(13,375,327) 6,673 (13,368,654)
8,679,940 - 8,679,940
1,691,203 - 1,691,203
15,490 - 15,490
2,673,932 - 2,673,932
107,993 - 107,993
59,818 - 59,818
13,228,376 - 13,228,376
98,010 - 98,010
13,326,386 - 13,326,386
(48,941) 6,673 (42,268)
8,212,326 11,950 8,224,276
8,163.385 18,623 8,182,008
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Assets:
Equity in pooled cash

and cash equivalents. . . . . . ... ...

Receivables:

Accounts. . . . . . ... ...
Intergovernmental . . . . ... ... ...
Accruedinterest . . . . .. ... ... ..
Prepayments. . . . . ... ... ... ...
Materials and supplies inventory . . . . . .

Restricted assets:
Equity in pooled cash

and cash equivalents . . . . .. ... ..

Totalassets . . . ... ... ........

Liabilities:

Accounts payable . . . .. ... ......
Contracts payable . . . . ... .......
Accrued wages and benefits . . . . . .. ..
Compensated absences payable . . . . . . .
Pension obligation payable. . . . . . . . ..
Intergovernmental payable. . . . . ... ..
Deferred revenue. . . . . .. ... ... ..

Total liabilities. . . . . . ... ... ....

Fund Balances:

Reserved for encumbrances . . . . . .. ..

Reserved for materials and

supplies inventory. . . . . ... ... ...
Reserved for prepayments . . . . . . .. ..

Reserved for property tax unavailable

for appropriation . . . . ... .......
Reserved for school bus purchases . . . . . .
Unreserved, undesignated, reported in:
Generalfund . . . . ... ... ... ...
Special revenue funds. . . . ... ... ..
Debtservicefund. . . . . ... ... ...
Capital projects funds. . . . . .. ... ..

Total fund balances . . . . ... ... ...

Total liabilities and fund balances . . . . . .

ONTARIO LOCAL SCHOOL DISTRICT
RICHLAND COUNTY, OHIO

BALANCE SHEET
GOVERNMENTAL FUNDS
JUNE 30, 2003

Other Total
Debt Governmental Governmental
General Service Funds Funds
$ 2,442,250 $ 722,406 $ 469,007 $ 3,633,663
9,112,150 1,731,388 166,351 11,009,889
755 - 2,519 3,274
57,608 - 9,628 67,236
4,794 - - 4,794
58,126 - 668 58,794
88,431 - 7,006 95,437
22,288 - - 22,288
$ 11,786,402 $ 2,453,794 $ 655,179 $ 14,895,375
$ 4,229 $ - $ 34,742 $ 38,971
- - 2,849 2,849
1,191,587 - 51,308 1,242,895
28,136 - - 28,136
222,935 - 12,383 235,318
31,306 - 1,484 32,790
8,356,837 1,598,037 157,012 10,111,886
9,835,030 1,598,037 259,778 11,692,845
17,663 - 25,481 43,144
88,431 - 7,006 95,437
58,126 - 668 58,794
496,794 95,054 9,339 601,187
22,288 - - 22,288
1,268,070 - - 1,268,070
- - 90,739 90,739
- 760,703 760,703
- - 262,168 262,168
1,951,372 855,757 395,401 3,202,530
$ 11,786,402 $ 2,453,794 $ 655,179 $ 14,895,375

SEE ACCOMPANYING NOTES TO THE BASIC FINANCIAL STATEMENTS
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ONTARIO LOCAL SCHOOL DISTRICT
RICHLAND COUNTY, OHIO

RECONCILIATION OF TOTAL GOVERNMENTAL FUND BALANCES TO
NET ASSETS OF GOVERNMENTAL ACTIVITIES
JUNE 30, 2003

Total governmental fund balances $ 3,202,530

Amounts reported for governmental activities in the
statement of net assets are different because:

Capital assets used in governmental activities are not financial
resources and therefore are not reported in the funds. 25,813,998

Federal donated commodities are not reported in the funds.
10,245
Other long-term assets are not available to pay for current-
period expenditures and therefore are deferred in the funds.
Taxes $ 395,943
Accrued interest 4,794

Total 400,737

Long-term liabilities, including bonds payable, are not due and
payable in the current period and therefore are not reported
in the funds.
Compensated absences 1,312,199
Pension obligation payable 114,768
General obligation bonds payable 19,764,998
Accrued interest payable 72,160

Total (21,264,125)

Net assets of governmental activities $ 8,163,385

SEE ACCOMPANYING NOTES TO THE BASIC FINANCIAL STATEMENTS
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ONTARIO LOCAL SCHOOL DISTRICT
RICHLAND COUNTY, OHIO

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES
GOVERNMENTAL FUNDS
FOR THE FISCAL YEAR ENDED JUNE 30, 2003

Other Total
Debt Governmental Governmental
General Service Funds Funds
Revenues:
From local sources:

Taxes . . . . .o $ 8,535,887 $ 1,664,140 $ 9,339 $ 10,209,366

Tuition. . . . ... ... .. ... ..... 131,736 - - 131,736

Charges for services. . . . . ... ..... - - 397,407 397,407

Earnings on investments. . . . . . . . ... 117,136 - 2,738 119,874

Extracurricular. . . . .. ... ... .... 460 - 232,065 232,525

Other local revenues. . . . . .. ... ... 125,712 - 145,530 271,242
Otherrevenue . . . . . ... ... ...... - - 3,976 3,976
Intergovernmental - State . . . . . . . .. .. 2,503,475 169,852 64,712 2,738,039
Intergovernmental - Federal. . . . . ... .. 605 - 295,072 295,677
Totalrevenue . . . . . ... ... ...... 11,415,011 1,833,992 1,150,839 14,399,842
Expenditures:

Current:
Instruction:
Regular. . . ... ... ......... 5,307,120 - 103,716 5,410,836
Special. . . . ... ............ 563,199 - 144,073 707,272
Vocational. . . . .. ... ... ..... 247,201 - - 247,201
Other . . ... ... .. ... ....... 131,009 - - 131,009
Support Services:
Pupil. . . . ... ... ... ... 573,667 - 65,408 639,075
Instructional staff . . . .. ... .. ... 627,129 - 32,784 659,913
Board of education . . . . ... ... .. 34,119 - - 34,119
Administration. . . . . .. .. ... ... 1,035,138 - - 1,035,138
Fiscal . . .. ... ... ... ...... 374,979 30,441 - 405,420
Operations and maintenance. . . . . . . . 1,494,079 - - 1,494,079
Pupil transportation. . . . . .. ... .. 705,409 - 10,285 715,694
Central. . . . ... ... .. ... .... 18,530 - 7,379 25,909

Operation of non-instructional services:

Food service operations . . . . . ... .. - - 495,258 495,258
Other non-instructional services . . . . . . 26,536 - 1,586 28,122

Extracurricular activities. . . . . . ... .. 345,848 - 226,170 572,018

Facilities acquisition and construction . . . 20,400 - 334,004 354,404
Debt service:

Principal retirement . . . . . .. ... .. - 685,000 - 685,000

Interest and fiscal charges . . . . ... .. - 924,581 - 924,581
Total expenditures . . . . .. ... ... .. 11,504,363 1,640,022 1,420,663 14,565,048
Excess of revenues over (under) expenditures . . (89,352) 193,970 (269,824) (165,206)
Other financing sources:

Proceeds from sale of capital assets. . . . . 1,610 - 300,000 301,610
Total other financing sources. . . . . . . .. 1,610 - 300,000 301,610
Net change in fund balances . . . . . . . .. (87,742) 193,970 30,176 136,404
Fund balances at beginning of

year (restated) . . . . ... ... .. ... 2,043,218 661,787 363,073 3,068,078
Increase (Decrease) in reserve for inventory. . (4,104) - 2,152 (1,952)
Fund balances atend of year. . . ... .. $ 1,951,372 $ 855,757 $ 395,401 $ 3,202,530

SEE ACCOMPANYING NOTES TO THE BASIC FINANCIAL STATEMENTS
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ONTARIO LOCAL SCHOOL DISTRICT
RICHLAND COUNTY, OHIO

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS
TO THE STATEMENT OF ACTIVITIES
FOR THE FISCAL YEAR ENDED JUNE 30, 2003

Net change in fund balances - total governmental funds

Amounts reported for governmental activities in the
statement of activities are different because:

Governmental funds report capital outlays as expenditures. However,
in the statement of activities, the cost of those assets is allocated over
their estimated useful lives as depreciation expense. This is the
amount by which depreciation expense exceeds capital outlays in the
current period.

Governmental funds only report the gain from the disposal of capital
assets to the extent proceeds are received from the sale. In the
statement of activities, a gain or loss is reported for each disposal.

Donated commodities received and the related expense is not
recognized in the funds.

Governmental funds report expenditures for inventory when purchased.
However, in the statement of activities, they are reported as an
expense when consumed.

Revenues in the statement of activities that do not provide current
financial resources are not reported as revenues in the funds.

Repayment of bond principal is an expenditure in the governmental
funds, but the repayment reduces long-term liabilities in the
statement of net assets.

Governmental funds report expenditures for interest when it is due.
In the statement of activities, interest expense is recognized as the
interest accrues, regardless of when it is due. The additional interest
reported in the statement of activities is due to the accrued interest
on bonds and additional accumulated accreted interest on the capital
appreciation bonds.

Some expenses reported in the statement of activities, such as
compensated absences and pension obligations, do not require the
use of current financial resources and therefore are not reported as

expenditures in governmental funds.

Change in net assets of governmental activities

SEE ACCOMPANYING NOTES TO THE BASIC FINANCIAL STATEMENTS
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(1,952)

164,592

685,000

(168,473)

(51,270)

(48,941)




ONTARIO LOCAL SCHOOL DISTRICT
RICHLAND COUNTY, OHIO

STATEMENT IN REVENUES, EXPENDITURES AND CHANGES IN
FUND BALANCE - BUDGET AND ACTUAL (NON-GAAP BUDGETARY BASIS)
GENERAL FUND
FOR THE FISCAL YEAR ENDED JUNE 30, 2003

Variance with

Budgeted Amounts Final Budget
Over
Original Final Actual (Under)
Revenues:
From local sources:
Taxes . . . . .o $8,434,129 $8,434,129 $8,618,102 $183,973
Tuition. . . . ... ... ... .. ..... 91,355 91,355 114,188 22,833
Earnings on investments. . . . . . .. ... 130,000 130,000 120,413 (9,587)
Other local revenues. . . . . .. ... ... 136,750 136,750 139,997 3,247
Intergovernmental - State . . . . . ... ... 2,402,077 2,402,077 2,480,280 78,203
Intergovernmental - Federal. . . . . . .. .. 400 400 605 205
Totalrevenue. . . . . . . . .. ... .... $11,194,711 $11,194,711 $11,473,585 $278.,874
Expenditures:
Current:
Instruction:
Regular. . . ... ... ... ...... 5,231,163 5,305,937 5,285,725 20,212
Special. . . . .. ... ... ... 630,032 633,204 575,818 57,386
Vocational. . . ... ... ... ..... 240,188 240,688 242,332 (1,644)
Other. . . ... .............. 107,000 107,000 131,009 (24,009)
Support services:
Pupil. . . ... ... ... ... 573,636 573,636 576,318 (2,682)
Instructional staff . . . . ... ... ... 627,786 627,786 616,280 11,506
Board of education . . . . ... ... .. 29,751 29,751 34,189 (4,438)
Administration. . . . . . ... ... ... 1,050,473 1,050,473 1,020,228 30,245
Fiscal . . . ... ... .......... 366,954 371,827 374,701 (2,874)
Operations and maintenance. . . . . . . . 1,481,429 1,496,429 1,521,172 (24,743)
Pupil transportation. . . . . ... .. .. 730,016 730,016 729,329 687
Central. . . . ... ............ 19,145 19,145 18,529 616
Operation of non-instructional services . . . 20,500 20,500 26,536 (6,036)
Extracurricular activities. . . . . . . .. .. 347,013 347,013 343,180 3,833
Facilities acquisition and construction. . . . 26,000 26,000 20,400 5,600
Total expenditures . . . . .. ... ..... 11,481,086 11,579,405 11,515,746 63,659
Excess of revenues (under)
expenditures. . . . . .. .. .. ... ... (286,375) (384,694) (42,161) 342,533
Other financing sources (uses):
Refund of prior year expenditure . . . . . . 9,000 9,000 19,929 10,929
Advancesin . . .. .. ... ....... - - 5,000 5,000
Proceeds from sale of capital assets. . . . . 1,000 1,000 1,610 610
Contingencies. . . . . . . . . . . ... .. (83,319) - - -
Total other financing sources (uses) . . . . . (73,319) 10,000 26,539 16,539
Net change in fund balance . . . . . . . .. (359,694) (374,694) (15,622) 359,072
Fund balance at beginning of year. . . . . 2,414,589 2,414,589 2,414,589 -
Prior year encumbrances appropriated . . 42,782 42,782 42,782 -
Fund balance atend of year . . ... ... $ 2,097,677 $ 2.082.677 $ 2.441.749 $ 359,072

SEE ACCOMPANYING NOTES TO THE BASIC FINANCIAL STATEMENTS

24



ONTARIO LOCAL SCHOOL DISTRICT
RICHLAND COUNTY, OHIO

STATEMENT OF NET ASSETS
PROPRIETARY FUND
JUNE 30, 2003

Assets:
Current assets:
Equity in pooled cash
and cash equivalents. . . . ... ... ...
Totalassets. . . . .. ... .........

Liabilities:

Current liabilities:

Accrued wages and benefits . . . . ... ..
Pension obligation payable. . . . . . .. ..
Intergovernmental payable . . . . . ... ..
Deferredrevenue . . . . . . ... ... ...
Total current liabilities. . . . . . . ... ..

Long-term liabilities:
Compensated absences. . . . . .. ... ..

Total liabilities . . . . ... ... ......
Net assets:

Unrestricted. . . . . ... ... ... ....
Totalnetassets. . . . ... .........

Nonmajor
Enterprise
Fund

39,804

39,804

5,512
1,711

140
4,927

12,290

8,891

21,181

18,623

18,623

SEE ACCOMPANYING NOTES TO THE BASIC FINANCIAL STATEMENTS
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ONTARIO LOCAL SCHOOL DISTRICT
RICHLAND COUNTY, OHIO

STATEMENT OF REVENUES, EXPENSES AND
CHANGES IN NET ASSETS
PROPRIETARY FUND
FOR THE FISCAL YEAR ENDED JUNE 30, 2003

Nonmajor
Enterprise
Fund
Operating revenues:

Tuitionandfees . . . . ... ... ... .. 57,651
Total operating revenues . . . . . . ... .. 57,651
Operating expenses:

Personal services. . . . ... ... ... .. 46,228

Purchased services. . . . ... ....... 779

Materials and supplies . . . . . . ... ... 3,971
Total operating expenses . . . . . . ... .. 50,978
Changeinnetassets. . . . ... ....... 6,673
Net assets at beginning of

vear (restated) . . ... ... ... .... 11,950
Net assets atend of year. . . ... ... .. 18,623

SEE ACCOMPANYING NOTES TO THE BASIC FINANCIAL STATEMENTS
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ONTARIO LOCAL SCHOOL DISTRICT
RICHLAND COUNTY, OHIO

STATEMENT OF CASH FLOWS
PROPRIETARY FUND
FOR THE FISCAL YEAR ENDED JUNE 30, 2003

Nonmajor
Enterprise
Funds
Cash flows from operating activities:
Cash received from tuition and fees. . . . . . .. .. $ 62,676
Cash payments for personal services . . . . . .. .. (45,610)
Cash payments for purchased services . . . . . . .. (779)
Cash payments for materials and supplies. . . . . . . (3,971)
Net cash provided by
operating activities . . . . . . .. ... ... ... 12,316
Net increase in cash and cash equivalents . . . . . . . 12,316
Cash and cash equivalents at beginning of year . . . 27,488
Cash and cash equivalents at end of year. . . . . . . $ 39,804
Reconciliation of operating income to
net cash provided by operating activities:
Operatingincome . . . . .. ... .......... $ 6,673
Changes in assets and liabilities:
Decrease in accounts receivable . . . . . . ... ... 98
Decrease in accrued wages and benefits. . . . . . . . (556)
Decrease in pension obligation payable. . . . . . . . (229)
Increase in intergovernmental payable . . . . . . . . 58
Increase in compensated absences payable . . . . . . 1,345
Increase in deferred revenue. . . . . . . . .. .. .. 4,927
Net cash provided by
operating activities . . . . .. .. ... ... .. .. $ 12,316

SEE ACCOMPANYING NOTES TO THE BASIC FINANCIAL STATEMENTS
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ONTARIO LOCAL SCHOOL DISTRICT
RICHLAND COUNTY, OHIO

STATEMENT OF FIDUCIARY NET ASSETS
FIDUCIARY FUNDS
JUNE 30, 2003

Private Purpose

Trust
Scholarship Agency
Assets:
Equity in pooled cash

and cash equivalents . . . ... ... ... $ 21,523 $ 65,473
Cash with fiscal agent . . . . ... ... .. - 9,530
Receivables:

Accounts . . . . ... ... - 341
Totalassets. . . . ... ... ........ 21,523 75,344
Liabilities:

Accounts payable . . . . ... ... ..... - 1,142
Retainage payable . . . . ... ... .. .. - 9,530
Accrued wages and benefits . . . . . .. .. - 413
Pension obligation payable . . . . . . .. .. - 145
Intergovernmental payable . . . . . . .. .. - 4,092
Duetostudents. . . . ... ... ...... - 60,022
Total liabilities . . . . . ... ... ..... - $ 75,344
Net Assets:

Held in trust for scholarships . . . . . .. .. 21,523

Totalnetassets . . . . . ... ... ..... $ 21,523

SEE ACCOMPANYING NOTES TO THE BASIC FINANCIAL STATEMENTS
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ONTARIO LOCAL SCHOOL DISTRICT
RICHLAND COUNTY, OHIO

STATEMENT OF CHANGES IN FIDUCIARY NET ASSETS
FIDUCIARY FUNDS
FOR THE FISCAL YEAR ENDED JUNE 30, 2003

Private Purpose

Trust
Scholarship

Additions:

Interest. . . . . . . .. ... ... ..... $ 755
Gifts and contributions. . . . . .. .. ... 5,000
Total additions. . . . . . ... ....... 5,755
Deductions:

Scholarships awarded . . . . ... ... .. 2,300
Change innetassets . . . . .. ....... 3,455
Net assets at beginning of year. . . . . . . . 18,068
Net assets atend of year. . . . . . ... .. $ 21,523

SEE ACCOMPANYING NOTES TO THE BASIC FINANCIAL STATEMENTS
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ONTARIO LOCAL SCHOOL DISTRICT
RICHLAND COUNTY, OHIO

NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2003

NOTE 1 - DESCRIPTION OF THE SCHOOL DISTRICT

Ontario Local School District (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 District operates under a locally-elected five-member Board of Education (Board) and provides
educational services as authorized by state and/or federal agencies. The Board controls the District’s four
instructional/support facilities which are staffed by 74 classified, 103 certificated full-time teaching
personnel, and 10 administrators who provide services to 1,747 students and other community members.

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The basic financial statements of the District have been prepared in conformity with accounting principles
generally accepted in the United States of America (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 District also applies Financial Accounting
Standards Board (FASB) Statements and Interpretations issued on or before November 30, 1989, to its
governmental and business type activities and to its proprietary fund provided they do not conflict with or
contradict GASB pronouncements. The District has elected not to apply FASB Statements and
Interpretations issued after November 30, 1989, to its business-type activities and to its proprietary fund.
The District’s significant accounting policies are described below.

A. Reporting Entity

The reporting entity has been defined in accordance with GASB Statement No. 14, “The Financial
Reporting Entity”. The reporting entity is composed of the primary government, component units and
other organizations that are included to ensure that the basic financial statements of the District are not
misleading. The primary government consists of all funds, departments, boards and agencies that are
not legally separate from the District. For the District, this includes general operations, foods service,
preschool and student related activities of the District.

Component units are legally separate organizations for which the District is financially accountable.
The District is financially accountable for an organization if the District appoints a voting majority of
the organizations’ government board and (1) the District is able to significantly influence the programs
or services performed or provided by the organization; or (2) the District is legally entitled to or can
otherwise have access to the organizations resources; the District is legally obligated or has otherwise
assumed the responsibility to finance the deficits of, or provide financial support to, the organization;
or the District is obligated for the debt of the organization. Component units may also include
organizations that are fiscally dependent on the District in that the District approves the budget, the
issuance of debt or the levying of taxes. Based upon the application of this criteria, the District has no
component units. The basic financial statements of the reporting entity include only those of the
District (the primary government). The following organizations are described due to their relationship
to the District:

31



ONTARIO LOCAL SCHOOL DISTRICT
RICHLAND COUNTY, OHIO

NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2003
(Continued)

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (Continued)
JOINT VENTURE WITHOUT EQUITY INTEREST

Heartland Council of Governments (the “COG”)

The COG is a joint venture among 16 school districts and 1 educational service center. The joint
venture was formed for the purpose of applying modern technology with the aid of computers and
other electronic technology to administrative and instructional functions. Each member district
supports the COG based on a per pupil charge dependent upon the software package utilized. In the
event of dissolution of the COG, all current members will share in net obligations or asset liquidations
in a ratio proportionate to their last twelve months’ financial contribution. The COG is governed by a
Board of Directors consisting of superintendents of the member school districts. The degree of control
exercised by any school district is limited to its representation on the Board. In accordance with
GASB Statement No. 14, the District does not have any equity interest in the COG as a residual
interest in the net resources of a joint venture upon dissolution is not equivalent to an equity interest.
Financial information can be obtained from the treasurer for the Pioneer Career and Technology
Center, who serves as fiscal agent, at 27 Ryan Road, Shelby, Ohio 44875-0309.

INSURANCE PURCHASING POOL

Ohio Association of School Business Officials Workers’ Compensation Group Rating Plan

The District participates in a group rating plan for workers’ compensation as established under Section
4123.29 of the Ohio Revised Code. The Ohio Association of School Business Officials Workers’
Compensation Group Rating Plan (the Plan) was established through the Ohio Association of School
Business Officials (OASBO) as a group purchasing pool.

The Executive Director of the OASBO, or his designee, serves as coordinator of the Plan. Each year,
the participating school districts pay an enrolment fee to the Plan to cover the costs of administering
the program.

GROUP PURCHASING POOL

Metropolitan Educational Council (MEC)

The District is a member of the Metropolitan Educational Council (MEC) purchasing group. The
following items are purchased through this group discount program: custodial products, food service
products, audio visual bulbs, and certain paper products. The MEC also provides a Self-Help Gas
Program where members save significant amounts on natural gas purchases. The District paid MEC a
total of $655 in administrative fees during fiscal year 2003.

B. Fund Accounting

The District uses funds to maintain its financial records during the year. A fund is defined as a fiscal
and accounting entity with a self balancing set of accounts. There are three categories of funds:
governmental, proprietary and fiduciary. Each category is separated into separate fund types.

GOVERNMENTAL FUNDS

Governmental funds are those through which most governmental functions typically are financed.
Governmental fund reporting focuses on the sources, uses and balances of current financial resources.
Expendable assets are assigned to the various governmental funds according to the purposes for which
they may or must be used. Current liabilities are assigned to the fund from which they will be paid.
The difference between governmental fund assets and liabilities is reported as fund balance. The
following are the District’s major governmental funds:
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General Fund - The general fund is used to account for all financial resources except those

required to be accounted for in another fund. The general fund balance is available for any
purpose provided it is expended or transferred according to the general laws of Ohio.

Debt Service Fund - This fund is used to account for the accumulation of resources and payment
of general obligation bond principal and interest and certain long-term obligations from
governmental resources when the government is obligated in some manner for payment. It is also
used to account for the accumulation of resources and payment of general obligation bonds
payable.

Other governmental funds of the District are used to account for (a) financial resources to be used for
the acquisition, construction, or improvement of capital facilities other than those financed by
proprietary and trust funds; and (b) for grants and other resources whose use is restricted to a particular

purpose.

PROPRIETARY FUND

The proprietary fund is used to account for the District’s ongoing activities which are similar to those
often found in the private sector where the determination of net income is necessary or useful to sound
financial administration.

Enterprise Fund - The enterprise fund is used to account for operations (a) that are financed and
operated in a manner similar to private business enterprises—where the intent of the governing
body is that the costs (expenses, including depreciation) of providing goods or services to the
general public on a continuing basis be financed or recovered primarily through user charges; or
(b) where the governing body has 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.

FIDUCIARY FUNDS

Fiduciary fund reporting focuses on net assets and changes in net assets. The fiduciary fund category
is split into four classifications: pension trust funds, investment trust funds, private-purpose trust funds
and agency funds. Trust funds are used to account for assets held by the District under a trust
agreement for individuals, private organizations, or other governments and are therefore not available
to support the District’s own programs. The District’s only trust fund is a private purpose trust which
accounts for scholarship programs for students. Agency funds are custodial in nature (assets equal
liabilities) and do not involve measurement of results of operations.

C. Basis of Presentation and Measurement Focus

Government-wide Financial Statements - The statement of net assets and the statement of activities
display information about the District as a whole. These statements include the financial activities of
the primary government, except for fiduciary funds. The statements distinguish between those
activities of the District that are governmental and those that are considered business-type activities.

The government-wide statements are prepared using the economic resources measurement focus. This
is the same approach used in the preparation of the proprietary fund financial statements but differs
from the manner in which governmental fund financial statements are prepared. Governmental fund
financial statements therefore include a reconciliation with brief explanations to better identify the
relationship between the government-wide statements and the statements for governmental funds.

33



ONTARIO LOCAL SCHOOL DISTRICT
RICHLAND COUNTY, OHIO

NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2003
(Continued)

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

The government-wide statement of activities presents a comparison between direct expenses and
program revenues for each segment of the business-type activities of the District and for each function
or program of the District’s governmental activities. Direct expenses are those that are specifically
associated with a service, program or department and are therefore clearly identifiable to a particular
function. Program revenues include charges paid by the recipient of the goods or services offered by
the program and grants and contributions that are restricted to meeting the operational or capital
requirements