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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

Independent Auditor’s Report

Board of Education

Southwest Licking Local School District
927 South Street

Etna, Ohio 43018-0180

We have audited the accompanying financial statements of the governmental activities, each major fund, and the
aggregate remaining fund information of the Southwest Licking Local School District, Licking County, (the
“District”) as of and for the fiscal year ended June 30, 2004, 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 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 America
and the standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States of America. 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 the significant estimates made by management, as
well as evaluating the overall financial statement presentation. We believe that our audit provides a reasonable basis
for our opinion.

As discussed in Note 2, the Southwest Licking Local School District, Licking County, prepares its financial
statements on the basis of cash receipts and disbursements, which is a comprehensive basis of accounting other than
accounting principles generally accepted in the United States of America. In addition, as disclosed in Note 3, the
District had a change in accounting principle and prepared its financial statements in accordance with accounting
principles generally accepted in the United States of America in the prior year.

In our opinion, the cash basis financial statements referred to above present fairly, in all material respects, the
respective cash basis financial position of the governmental activities, each major fund, and the aggregate remaining
fund information of the Southwest Licking Local School District, Licking County, as of June 30, 2004, and the
respective changes in cash basis financial position thereof and the respective budgetary comparisons for the general
and food service funds for the fiscal year then ended in conformity with the basis of accounting described in Note 2.

In accordance with Government Auditing Standards, we have also issued our report dated September 10, 2004, 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 grant agreements and other matters. The purpose of that report
is to describe the scope of our testing of internal control over financial reporting and compliance and the results of
that testing, and not to provide an opinion on the internal control over financial reporting or on compliance. That
report is an integral part of an audit performed in accordance with Government Auditing Standards and should be
considered in assessing the results of our audit.
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The management’s discussion and analysis is not a required part of the basic financial statements, but is
supplementary information required by the accounting principles generally accepted in the United States of
America. 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.

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise
the District’s basic financial statements. The accompanying schedule of receipts and expenditures of federal awards
is presented for purposes of additional analysis as required by U. S. Office of Management and Budget Circular A-
133, Audits of States, Local Governments, and Non-Profit Organizations, and is not a required part of the basic
financial statements of the District. Such information has been subjected to the auditing procedures applied in the
audit of the basic financial statements and, in our opinion, is fairly stated, in all material respects, in relation to the
financial statements taken as a whole on the basis of accounting described in Note 2.

Jumm,gm,:'ﬁz&_ hec.

Trimble, Julian & Grube, Inc.
September 10, 2004



Southwest Licking Local School District, Ohio
Management’s Discussion and Analysis
For the Fiscal Year Ended June 30, 2004
Unaudited

As management of the Southwest Licking Local School District (the School District), we offer readers of the
School District’s financial statements this narrative overview and analysis of the financial activities of the
Southwest Licking Local School District for the fiscal year ended June 30, 2004. We encourage readers to
consider the information presented here in conjunction with additional information that we have furnished in
the financial statements and the notes to the financial statements.

Financial Highlights
Key financial highlights for the fiscal year 2004 are as follows:
o Net assets of governmental activities decreased $382,008.

e General receipts accounted for $24,615,112 in revenue or 79.5 percent of all receipts. Program
specific receipts in the form of charges for services, grants, contributions, and interest accounted
for $6,344,063 or 20.5 percent of total receipts of $30,959,175.

e The School District had $31,341,183 in expenses related to governmental activities; only
$6,344,063 of these expenses was offset by program specific charges for services, grants,
contributions, and interest. General receipts of $24,615,112 were not adequate to provide for
these programs.

e The School District has five major funds; the general fund, debt service fund, permanent
improvement fund, building fund, and the food services fund. The general fund had $24,222,820
in cash receipts and other financing sources $25,207,495 in disbursements. The general fund’s
balance decreased ($984,675). The debt service fund had $2,014,125 in cash receipts and other
financing sources $1,701,931 in disbursements. The debt service’s fund balance increased by
$312,194. The permanent improvement fund $770,197 in cash receipts and $765,531 in
disbursements. The permanent improvement’s fund balance increased by $4,666. The building
fund had $1,655,350 in cash receipts and other financing sources and $1,350,307 in
disbursements. The building’s fund balance increased by $305,043. The food services fund had
$893,698 in cash receipts and $937,684 in disbursements. The food services’ fund balance
decreased by ($43,986).

Using this Annual 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 Southwest Licking Local School District as a
financial whole, an entire operating entity. The statements then proceed to provide an increasingly detailed
look at specific financial activities and conditions.

The Statement of Net Assets and Statement of Activities provide information about the activities of the
whole School District, presents an aggregate view of the School District’s 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 School District’s most significant funds with all other non-major funds presented in total in one
column.



Southwest Licking Local School District, Ohio
Management’s Discussion and Analysis
For the Fiscal Year Ended June 30, 2004
Unaudited

Reporting the School District as a Whole
Statement of Net Assets and the Statement of Activities - Cash Basis

While these documents contain information about the large number of funds used by the School District to
provide programs and activities for students, the view of the School District as a whole looks at all financial
transactions and asks the question, “How did we do financially during fiscal year 2004?” The Statement of
Net Assets and the Statement of Activities answer this question. These statements are presented in the cash
basis of accounting. This basis of accounting only takes into account the receipts that were received and the
disbursements that were paid.

These two statements report the School District’s cash and changes in those assets. This change in net assets
is important because it tells the reader that, for the School District as a whole, the financial position of the
School 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 School 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 School District’s activities are all reported
as Governmental.

o Governmental Activities — All of the School District’s programs and services are reported here
including instruction, support services, operation of non-instructional services, bond service
operations, and extracurricular activities.

Reporting the School District’s Most Significant Funds
Fund Financial Statements

The analysis of the School District’s major funds begins on page 8. Fund financial reports provide detailed
information about the School District’s major funds. The School District uses many funds to account for
various financial transactions. However, these fund financial statements focus on the School District’s most
significant funds. The School District’s major governmental funds are the general fund, debt service fund,
permanent improvement fund, building fund, and the food services fund.

Governmental Funds Most of the School 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 fiscal year end available for
spending in future periods. These funds are reported using the cash basis of accounting. The governmental
fund statements provide a detailed short-term view of the School District’s general governmental 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.

Fiduciary Funds These funds are used to account for resources held for the benefit of parties outside the
District. Fiduciary funds are not reflected in the government-wide financial statement because the resources
of those funds are not available to support the District’s own programs. The District has student activity
agency funds.

The School District as a Whole

Table 1 shows the changes in net assets for the fiscal year ended June 30, 2004.
5



Southwest Licking Local School District, Ohio
Management’s Discussion and Analysis
For the Fiscal Year Ended June 30, 2004
Unaudited

Table 1
Changes in Net Assets

Governmental Activities

2004
Receipts
Program Receipts
Charges for Services 1,534,527
Operating Grants, Contributions and Interest 3,090,760
Capital Grants and Contributions 1,718,776
Total Program Receipts 6,344,063
General Receipts
Property Taxes 10,352,394
Income Taxes 3,014,457
Grants and Entitlements 11,130,041
Investment Earnings 63,443
Miscellaneous 54,777
Total General Receipts 24,615,112
Total Receipts 30,959,175
Program Disbursements
Instruction:
Regular 11,793,236
Special 2,523,762
Vocational 658,846
Other 925,031
Support Services:
Pupils 1,454,212
Instructional Staff 950,621
Board of Education 20,369
Administration 2,295,587
Fiscal 699,523
Business 86,162
Operation and Maintenance of Plant 2,339,758
Pupil Transportation 1,924,313
Central 407,673
Operation of Non-Instructional Services 73,244
Operation of Food Service 937,684
Extracurricular Activities 1,007,101
Capital Outlay 1,517,082
Debt Service:
Principal Retirement 606,320
Interest and Fiscal Charges 1,120,659
Total Program Disbursements 31,341,183

Decrease in Net Assets

(382,008)
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Management’s Discussion and Analysis
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Unaudited

The unique nature of property taxes in Ohio creates the need to routinely seek voter approval for operating
funds. As the result of legislation enacted in 1976, the overall revenue generated by the levy will not
increase solely as a result of inflation. As an example, a homeowner with a home valued at $100,000 and
taxed at 1.0 mill would pay $35 annually in taxes. If three years later, the home were reappraised and
increased to $200,000 (and this inflationary increase in value is comparable to other property owners) the
effective tax rate would be .5 mills and the owner would still pay $35.

Our school district, which is dependent on property taxes, is hampered by a lack of revenue growth and must
periodically return to the voters to maintain a constant level of service. Property taxes made up
approximately 33 percent of receipts for governmental activities for the Southwest Licking Local School
District in fiscal year 2004.

Over the past several years the School District has experienced a significant amount of growth. The District
is located in Licking and Fairfield Counties, and includes all of the City of Pataskala, the Village of
Kirkersville and portions of Etna, Harrison, St. Albans, and Union Townships in Licking County and Liberty
Township in Fairfield County. The total assessed values upon which taxes are collected increased by
$21,317,660 from fiscal year 2003 to fiscal year 2004.

Instruction comprises approximately 51 percent of governmental program disbursements and support
services make up approximately 33 percent of the program disbursements of the District.

The Statement of Activities shows the cost of program services and the charges for services, grants,
contributions, and interest earnings offsetting those services. Table 2 shows the total cost of services and the
net cost of services. That is, it identifies the cost of those services supported by tax revenue and unrestricted
state entitlements.

This space was intentionally left blank.



Southwest Licking Local School District, Ohio
Management’s Discussion and Analysis
For the Fiscal Year Ended June 30, 2004

Unaudited

Table 2

Governmental Activities

Program Disbursements
Instruction:
Regular
Special
Vocational
Other
Support Services:
Pupils
Instructional Staff
Board of Education
Administration
Fiscal
Business
Operation and Maintenance of Plant
Pupil Transportation
Central
Operation of Non-Instructional Services
Operation of Food Service
Extracurricular Activities
Capital Outlay
Debt Service:
Principal Retirement
Interest and Fiscal Charges

Total Program Disbursements

Total Cost Net Cost
of Services of Services
2004 2004
$ 11,793,236 11,325,979
2,523,762 1,217,122
658,846 622,408
925,031 925,031
1,454,212 1,354,931
950,621 744,499
20,369 20,369
2,295,587 2,245,624
699,523 680,920
86,162 86,162
2,339,758 2,296,946
1,924,313 982,197
407,673 354,414
73,244 (20,335)
937,684 52,774
1,007,101 555,139
1,517,082 (132,918)
606,320 567,666
1,120,659 1,118,192
$ 31,341,183 24,997,120

The above schedule clearly shows the dependence upon tax receipts and state subsidies for governmental
activities. Only 20 percent of the governmental activities performed by the District are supported through
program receipts such as charges for services, grants, contributions, and interest. The remaining 79.5 percent

is provided through taxes and entitlements.

The School District Funds

The School District’s major funds are accounted for using the cash basis of accounting. All governmental
funds had total receipts of $30,959,175 and disbursements of $31,341,183.
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Management’s Discussion and Analysis
For the Fiscal Year Ended June 30, 2004
Unaudited

The District’s governmental funds reported a combined cash fund balance of $2,293,915 which is $382,008
lower than last year’s cash fund balance total of $2,675,923. The schedule below indicates the cash fund
balances and the total change in fund balances as of June 30, 2004, for all major and nonmajor governmental
funds.

Fund Balances Fund Balances Increase
06/30/04 06/30/03 (Decrease)

Major funds:

General $ 426,505 $ 1,411,180 $ (984,675)

Debt Service 521,381 209,187 312,194

Permanent Improvement 278,445 273,779 4,666

Building 386,859 81,816 305,043

Food Services 280,347 324,333 (43,986)
Other nonmajor governmental funds 400,378 375,628 24,750
Total $ 2,293,915 $ 2675923 $ (382,008)

General Fund Budgeting Highlights

The School 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 year 2004, the School District amended its general fund budget, but not
significantly. The School District closely monitors its resources and uses and if necessary, modifies the
budgetary documents on a timely basis.

For the general fund, final estimated revenue was $24,107,923, which was the higher than the original
estimates of $23,589,411.

Food Service Fund

The food services fund, a major governmental fund, had cash receipts of $893,698 and cash disbursements
of $937,684. The food services fund had a decrease of $43,986 in cash fund balance from 2003.
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Debt Administration
Debt

At June 30, 2004, the School District had $23,384,988 in bonds outstanding. Due to prudent spending and
continuous monitoring of all receipts and expenditures, our bond rating is AAA.

Table 3
Outstanding Debt, at Fiscal Year End
Governmental Governmental
Activities Activities
2004 2003

1999 School Improvement

General Obligation Bonds $16,175,000 $16,665,000
1995 Etna Elementary

General Obligation Bond 0 5,625,000
1995 Etna Elementary

General Obligation Bond —

Refunded 5,559,988 0
HB264 Energy Conservation

Bonds 1,650,000 0
Totals $23,384,988 $22,290,000

See note 12 for more detailed information about the School District’s debt.
Economic Factors

The District’s current five-year forecast is projecting a deficit in fiscal year 2006 through fiscal year 2009.
The District has placed an emergency operating levy on the ballot in November 2003, March 2004, and
August 2004, all were defeated by voters of the School District. The School District has placed an additional
%% income tax on the ballot in November 2004. The District’s permanent improvement levy expires on
December 31, 2003 with the final collection to occur in fiscal year 2005. The School District has placed the
renewal on the ballot in November 2004, which was passed by the voters. The %% income tax was not
passed by the community.

Based on these factors, the Board of Education and administration of the School District must maintain
careful financial planning and prudent fiscal management in order to preserve the financial stability of the
School District as well as careful planning to ensure that significant outlays may be made in the future to
address our facility needs.

The District is currently working with the Ohio School Facilities Commission and has completed the master
plan for the School District. The District is currently part of the Expedited Local Partnership program with
the Ohio School Facilities Commission. Since the master plan has been developed and agreed to, any
projects completed by the District, that are included in the master plan, will be credited toward the School
District’s local share of funding for completion of the master plan.

10
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For the Fiscal Year Ended June 30, 2004
Unaudited

Contacting the School 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 School District’s finances and to show the School District’s accountability for the
money it receives. If you have any questions about this report or need additional financial information
contact Richard D. Jones, Treasurer/CFO at Southwest Licking Local School District, P.O. Box 180, Etna,
Ohio 43018-0180. Or E-Mail at rdjones@laca.org.

11



Southwest Licking Local School District
Statement of Net Assets - Cash Basis
June 30, 2004

Governmental
Activities
Assets
Cash and Cash Equivalents $ 2,293,915
Total Assets 2,293,915
Net Assets
Restricted for:
Capital Projects 665,304
Debt Service 521,381
Other Purposes 680,725
Unrestricted 426,505
Total Net Assets $ 2,293,915

See accompanying notes to the basic financial statements

12



Southwest Licking Local School District

Statement of Activities - Cash Basis
For the Fiscal Year Ended June 30, 2004

Governmental Activities:
Instruction:
Regular
Special
Vocational
Other
Support Services:
Pupils
Instructional Staff
Board of Education
Administration
Fiscal
Business
Operation and Maintenance of Plant
Pupil Transportation
Central
Operation of Non-Instructional Services
Operation of Food Service
Extracurricular Activities
Capital Outlay
Debt Service:
Principal Retirement
Interest and Fiscal Charges

Totals

Net (Disbursements)
Receipts and
Changes in Net

Cash

Program Cash Receipts Assets
Charges for Operating Grants Capital Grants and Governmental
Services, Tuition and Contributions Contributions Activities

Disbursements

$ 11,793,236  $ 317,328 % 149,929 % - $ (11,325,979)
2,523,762 71,824 1,234,816 - (1,217,122)
658,846 - 36,438 - (622,408)
925,031 - - - (925,031)
1,454,212 5,714 93,567 - (1,354,931)
950,621 - 206,122 - (744,499)
20,369 - - - (20,369)
2,295,587 49,963 - - (2,245,624)
699,523 18,603 - - (680,920)
86,162 - - - (86,162)
2,339,758 27,207 15,605 - (2,296,946)
1,924,313 28,499 885,962 27,655 (982,197)
407,673 - 53,259 - (354,414)
73,244 - 93,579 - 20,335
937,684 679,485 205,425 - (52,774)
1,007,101 335,904 116,058 - (555,139)
1,517,082 - - 1,650,000 132,918
606,320 - - 38,654 (567,666)
1,120,659 - - 2,467 (1,118,192)
31,341,183 1,534,527 3,090,760 1,718,776 (24,997,120)
General Receipts:
Property Taxes Levied for:
General Purposes 7,876,034
Debt Service 1,798,256
Capital Outlay 678,104
Income Taxes Levied for:
General Purposes 3,014,457
Grants and Entitlements not Restricted to
Specific Programs 11,130,041
Investment Earnings 63,443
Miscellaneous 54,777
Total General Receipts 24,615,112
Change in Net Assets (382,008)
Net Assets Beginning of Year 2,675,923
Net Assets End of Year $ 2,293,915

See accompanying notes to the basic financial statements
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Southwest Licking Local School District
Statement of Cash Basis Assets and Fund Balances
Governmental Funds
June 30, 2004

Other Total
Permanent Governmental Governmental
General Debt Service Improvement Building Food Services Funds Funds
Assets
Cash and Cash Equivalents $ 426,505 $ 521,381  $ 278,445  $ 386,859 $ 280,347  $ 400,378  $ 2,293,915
Total Assets $ 426,505 $ 521,381 $ 278,445 $ 386,859 $ 280,347 $ 400,378 $ 2,293,915
Fund Balances
Reserved for Encumbrances $ 87,088 $ - $ 121,894  $ 386,524 % 10,773  $ 62,537 $ 668,816
Reserved for Bus Purchases 27,655 - - - - - 27,655
Reserved for Unclaimed Monies - - - - - 16,430 16,430
Undesignated (Deficit), Reported in:
General Fund 311,762 - - - - - 311,762
Special Revenue Funds - - - - 269,574 321,411 590,985
Debt Service Funds - 521,381 - - - - 521,381
Capital Projects Funds - - 156,551 335 - - 156,886
Total Fund Balances $ 426,505 $ 521,381 $ 278,445 $ 386,859 $ 280,347 $ 400,378 $ 2,293,915

See accompanying notes to the basic financial statements



Southwest Licking Local School District
Statement of Cash Receipts, Disbursements and Changes in Cash Basis Fund Balances
Governmental Funds
For the Fiscal Year Ended June 30, 2004

Receipts:

Property and Other Local Taxes
Income Tax
Intergovernmental

Interest

Tuition and Fees

Rent

Extracurricular Activities
Contributions and Donations
Charges for Services
Miscellaneous

Total Receipts

Disbursements:
Current:

Instruction:
Regular
Special
Vocational
Other

Support Services:
Pupils
Instructional Staff
Board of Education
Administration
Fiscal
Business
Operation and Maintenance of Plant
Pupil Transportation
Central
Operation of Non-Instructional Services
Operation of Food Services
Extracurricular Activities

Facilities Acquistion and Construction

Debt Service:
Principal Retirement
Interest and Fiscal Charges

Total Disbursements

Excess of Receipts Over (Under) Disbursements

Other Total
Permanent Governmental Governmental

General Debt Service Improvement Building Food Services Funds Funds
7,876,034 $ 1,798,257  $ 678,105 $ - $ - $ - $ 10,352,396
3,014,457 - - - - - 3,014,457
12,674,346 212,902 90,136 - 205,425 945,890 14,128,699
46,633 - 1,906 5,350 4,610 4,945 63,444
387,402 - - - - - 387,402
26,512 - - - - - 26,512
- - - - - 335,904 335,904
67,708 - - - - 25,837 93,545
105,225 - - - 679,485 - 784,710
21,801 - 50 - 4,178 90,409 116,438
24,220,118 2,011,159 770,197 5,350 893,698 1,402,985 29,303,507
11,352,333 - 285,383 - - 155,520 11,793,236
2,128,293 - - - - 395,469 2,523,762
658,846 - - - - - 658,846
925,031 - - - - - 925,031
1,426,635 - - - - 27,577 1,454,212
739,943 - 8,262 - - 202,416 950,621
20,369 - - - - - 20,369
2,295,587 - - - - - 2,295,587
656,538 29,780 13,205 - - - 699,523
78,036 - 8,126 - - - 86,162
2,313,236 - 26,522 - - - 2,339,758
1,699,383 - 224,657 - - 273 1,924,313
319,615 - 42,064 - - 45,994 407,673
- - - - - 73,244 73,244
- - - - 937,684 - 937,684
528,997 - 362 - - 477,742 1,007,101
9,825 - 156,950 1,350,307 - - 1,517,082
51,320 555,000 - - - - 606,320
3,508 1,117,151 - - - - 1,120,659
25,207,495 1,701,931 765,531 1,350,307 937,684 1,378,235 31,341,183
(987,377) 309,228 4,666 (1,344,957) (43,986) 24,750 (2,037,676)
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Southwest Licking Local School District
Statement of Cash Receipts, Disbursements and Changes in Cash Basis Fund Balances

Governmental Funds
For the Fiscal Year Ended June 30, 2004

Other Financing Sources (Uses)

Proceeds from Sale of Fixed Assets

Proceeds from Sale of Bonds

Premium and Accrued Interest on Bonds Sold
Total Other Financing Sources and Uses

Net Change in Fund Balances

Fund Balance at Beginning of Year

Fund Balance at End of Year

See accompanying notes to the basic financial statements

Other Total
Permanent Governmental Governmental
General Debt Service Improvement Building Food Services Funds Funds
2,702 - - - - 2,702
- - - 1,650,000 - - 1,650,000
- 2,966 - - - - 2,966
2,702 2,966 - 1,650,000 - - 1,655,668
(984,675) 312,194 4,666 305,043 (43,986) 24,750 (382,008)
1,411,180 209,187 273,779 81,816 324,333 375,628 2,675,923
$ 426,505 521,381  $ 278,445  $ 386,859 280,347  $ 400,378  $ 2,293,915




Southwest Licking Local School District
Statement of Cash Receipts, Disbursements and Encumbrances Compared With Expenditure Authority - Budget and Actual

General Fund

For the Fiscal Year Ended June 30, 2004

Receipts:

Property and Other Local Taxes
Income Tax

Intergovernmental

Interest

Tuition and Fees

Rent

Contributions and Donations
Customer Sales and Services
Miscellaneous

Total Receipts

Disbursements:
Current:

Instruction:
Regular
Special
Vocational
Other

Support Services:
Pupils
Instructional Staff
Board of Education
Administration
Fiscal
Business
Operation and Maintenance of Plant
Pupil Transportation
Central
Extracurricular Activities

Capital Outlay

Debt Service:
Principal Retirement
Interest and Fiscal Charges

Total Disbursements

Excess of Receipts Over (Under) Disbursements
Other Financing Sources (Uses)

Proceeds from Sale of Fixed Assets

Advances Out

Total Other Financing Sources and Uses

Net Change in Fund Balances

Fund Balance (Deficit) at Beginning of Year

Prior Year Encumbrances Appropriated

Fund Balance (Deficit) at End of Year

Variance with

Final Budget
Positive
Original Final Actual (Negative)
$ 7,453,685 $ 7,898,524 % 7,876,034 $ (22,490)
3,008,786 3,008,786 3,014,457 5,671
12,593,360 12,569,422 12,674,346 104,924
100,000 50,000 46,633 (3,367)
309,330 342,463 387,402 44,939
10,000 20,000 26,512 6,512
58,000 115,277 67,708 (47,569)
41,200 84,186 105,225 21,039
14,050 16,563 21,801 5,238
23,588,411 24,105,221 24,220,118 114,897
11,373,528 11,382,831 11,361,908 20,923
2,068,114 2,132,426 2,145,294 (12,868)
633,756 673,626 666,184 7,442
470,000 938,131 937,921 210
1,587,087 1,442,114 1,437,691 4,423
728,119 757,004 749,106 7,898
35,768 22,298 20,369 1,929
2,599,125 2,302,106 2,299,480 2,626
683,916 658,360 656,623 1,737
56,827 90,116 86,740 3,376
2,577,444 2,347,558 2,320,886 26,672
1,626,423 1,742,789 1,699,383 43,406
337,570 353,772 336,124 17,648
584,754 551,057 528,997 22,060
0 9,825 9,825 0
50,000 51,320 51,320 0
4,700 4,700 3,508 1,192
25,417,131 25,460,033 25,311,359 148,674
(1,828,720) (1,354,812) (1,091,241) 263,571
1,000 2,702 2,702 0
(31,449) 0 0 0
(30,449) 2,702 2,702 0
(1,859,169) (1,352,110) (1,088,539) 263,571
1,211,911 1,211,911 1,211,911 0
216,044 216,044 216,044 0
$ (431,214) $ 75,845 $ 339,416 $ 263,571

See accompanying notes to the basic financial statements
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Southwest Licking Local School District

Statement of Cash Receipts, Disbursements and Encumbrances Compared With Expenditure Authority - Budget and Actual

Food Service Fund
For the Fiscal Year Ended June 30, 2004

Receipts:
Intergovernmental
Interest
Customer Sales and Services
Miscellaneous
Total Receipts
Disbursements:
Current:

Support Services:

Operation of Food Services

Total Disbursements
Net Change in Fund Balances
Fund Balance at Beginning of Year

Fund Balance at Beginning of Year

Fund Balance at End of Year

Variance with

Final Budget
Positive
Original Final Actual (Negative)
$ 145,000 $ 145,000 205,425 % 60,425
8,000 8,000 4,610 (3,390)
713,250 713,250 679,485 (33,765)
500 500 4,178 3,678
866,750 866,750 893,698 26,948
1,036,695 1,174,294 937,684 236,610
1,036,695 1,174,294 937,684 236,610
(169,945) (307,544) (43,986) 263,558
324,333 324,333 324,333 -
16,789 16,789 16,789 -
$ 171,177 $ 33,578 297,136  $ 263,558

See accompanying notes to the basic financial statements
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Southwest Licking Local School District
Statement of Net Assets - Cash Basis
Fiduciary Funds
June 30, 2004

Agency
Assets
Cash and Cash Equivalents $ 15,935
Total Assets 15,935
Net Assets
Unrestricted 15,935
Total Net Assets $ 15,935

See accompanying notes to the basic financial statements

19



Southwest Licking Local School District

Statement of Changes in Fiduciary Net Assets - Cash Basis

Fiduciary Funds

For the Fiscal Year Ended June 30, 2004

Additions:

Interest

Extracurricular Activities
Contributions and Donations
Miscellaneous

Total Additions
Deductions:

Supplies and Materials
Extracurricular Activities
Total Deductions
Change in Net Assets

Net Assets - Beginning of Year

Net Assets - End of Year

See accompanying notes to the basic financial statements
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Agency

238
45,847
16,443

62,528

1,487
53,621

55,108

7,420

8,515

15,935




Southwest Licking Local School District
Notes to the Basic Financial Satements
For the Fiscal Year Ended June 30, 2004

Note 1 - Description of the School District and Reporting Entity

The Southwest Licking Local School District (the® School District”) isorganized under Article V1, Sections 2
and 3 of the Constitution of the State of Ohio. The School District operates under alocally-elected Board
form of government consisting of five members elected at-large for staggered four year terms. The School
Didtrict provides educational services as authorized by State statute and federal guidelines.

The School District was established in 1953 through the consolidation of existing land areas and school
districts. The School District serves an area of approximately 65 square miles. It is located in Licking
County, and includes all of the City of Pataskala, the Village of Kirkersville and portions of Etna, Harrison,
St. Albans, and Union Townshipsin Licking County and Liberty Townshipin Fairfield County. The School
District is staffed by 137 classified employees, 230 certificated full-time teaching personnel, and 13
admini strative employeeswho provide servicesto 3,499 students and other community members. The School
Disgtrict currently operates six instructional buildings, one administrative building, and one support service
building.

Reporting Entity

The reporting entity is comprised of the primary government, component units, and other organi zations that
are included to insure that the financial statements of the School District are not misleading. The primary
government consists of al funds, departments, boards, and agencies that are not legally separate from the
School District. For the School District, thisincludes general operations, food service, preschool, and student
related activities of the School District.

Component units are legally separate organizations for which the School District isfinancially accountable.
The School District is financially accountable for an organization if the School District appoints a voting
majority of the organization’sgoverning board and (1) the School District isableto significantly influencethe
programs or services performed or provided by the organization; or (2) the School Districtislegally entitled
to or can otherwise access the organization’s resources; the School Digtrict is legally obligated or has
otherwise assumed the responsibility to finance the deficits of, or provide financial support to, the
organization; or the School District isobligated for the debt of the organization. Component units may also
include organizations that are fiscally dependent on the School District in that the School District approves
the budget, the issuance of debt, or the levying of taxes.

In March of 2003, the Board of Education, by resolution, created the Southwest Licking Digital Academy
pursuant to the laws of the State of Ohio. Thedigital academy isalegally separate entity which isgoverned
by afive member board. The School District appoints three of the five appointed members. The digital
academy was created to provide acomputer based education to students within the Southwest Licking L ocal
School District. Thedigital academy board may adopt budgets, hire and fire employees, and receive funding
from the Ohio Department of Education. The digital academy will be presented as a discretely presented
component unit once it begins operations since the School District appoints the majority of the academy’s
board. However, dueto the insignificance of the financia activity of the digital academy in relation to the
Southwest Licking Local School District’ sfinancial statements, the operations of the digital academy have
not been presented within the financial statements.
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Southwest Licking Local School District
Notes to the Basic Financial Satements
For the Fiscal Year Ended June 30, 2004

The following activities are included within the reporting entity:

Private School - Liberty Christian Academy, aprivate school, operates within the School District’s
boundaries. Current Statelegislation providesfunding to the private school. Thismoney isreceived
and disbursed on behalf of the private school by the Treasurer of the School District, as directed by
the private school in accordance with State rules and regulations. This activity is reflected in a
special revenue fund for financial reporting purposes.

The School District participatesin four jointly governed organi zations, two insurance purchasing pools, and is
associated with one related organization. These organizations are the Licking Area Computer Association,
the Metropolitan Educational Council, Central Ohio Special Education Regional Resource Center, the School
Study Council of Ohio, the Ohio School Boards Association Workers Compensation Group Rating Plan, the
Ohio School Plan, and the Pataskala Public Library. These organizations are presented in Notes 14, 15, and
16 to the basic financial statements.

Note 2 - Summary of Significant Accounting Policies

A. Basisof Accounting

Although required by Ohio Administrative Code Section 117-2-03(B) to prepareitsannual financial reportin
accordance with accounting principles generally accepted inthe United States of America, the School District
choosesto prepareitsfinancia statements on the basis of accounting formerly prescribed or permitted by the
Auditor of the State of Ohio. Thisbasis of accounting issimilar to the cash receipts and disbursements basis
of accounting. Receipts are recognized when received in cash rather than when earned, and disbursementsare
recognized when paid rather than when a liability is incurred. Budgetary presentations report budgetary
disbursements when a commitment is made (i.e. when an encumbrance is approved).

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

B. Basis of Presentation

The School District’s basic financial statements prepared on the cash basis of accounting include a
government-wide statement, including a cash basis statement of net assets and a statement of activities, and
cash basis fund financia statements which provide a more detailed level of financial information.

Government-wide Financial Statements - The statement of net assets - cash basis and the statement of
activities- cash basis, display information about the School District asawhole. These statementsincludethe
financial activities of the primary government, except for fiduciary funds.

The statement of net assets presents the financial condition of the governmental activities of the School
District at fiscal year end. The statement of activities presents a comparison between direct disbursements
and program receipts for each program or function of the School District’s governmental activities. Direct
disbursements are those that are specifically associated with aservice, program, or department, and therefore
clearly identifiable to a particular function. Program receipts include charges paid by the recipient of the
goods or services offered by the program, grants, and contributions that are restricted to meeting the
operational or capital requirementsof aparticular program and interest earned on grantsthat isrequired to be
used to support a particular program. Receipts which are not classified as program receipts are presented as
genera receipts of the School District. The comparison of direct disbursements with program receipts
identifiesthe extent to which each governmental function is self-financing or drawsfrom the general receipts
of the School District.
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Southwest Licking Local School District
Notes to the Basic Financial Satements
For the Fiscal Year Ended June 30, 2004

Fund Financial Statements - During the fiscal year, the School District segregates transactions related to
certain School District functions or activities in separate funds in order to aid financial management and to
demonstrate legal compliance. Fund financial statements are designed to present financia information of the
School District at thismore detailed level. Thefocusof governmental financial statementsison major funds.
Each major fundis presented in aseparate column. Nonmajor funds are aggregated and presented inasingle
column. Fiduciary funds are reported by type.

C. Fund Accounting

The School District uses fundsto maintain itsfinancial records during thefiscal year. A fundisdefined asa
fiscal and accounting entity with a self balancing set of accounts. There are three categories of funds:
governmental, proprietary, and fiduciary.

Governmental Funds Governmental funds are those through which most governmental functionstypically
are financed. Governmental fund reporting focuses on the sources, uses and balances of current financial
resources. The following are descriptions of the School District’s major governmental funds:

General Fund The general fund isthe operating fund of the School District and is used to account
for al financial resources except those required to be accounted for in another fund.

Debt Service Fund The debt service fund is used to account for the accumulation of resourcesfor,
and the payment of, bond principal, interest, and related costs.

Permanent I mprovement Fund The permanent improvement fund is used to account for all
transactionsrelated to the acquiring, constructing, or improving of such permanent improvementsas
are authorized by Chapter 5705, Revised Code.

Building Fund Thebuilding fund isused to account for the receipts and disbursementsrelated to all
special bond fundsin the district.

Food Services Fund Thefood services fund is used to record financial transactionsrelated to food
service operations.

The other governmental funds of the School District account for grants and other resources whose use is
restricted to a particular purpose.

Proprietary Fund Types Proprietary fund reporting focuses on the determination of operating income,
changes in net assets, financial position, and cash flows. Proprietary funds are classified as enterprise or
internal service; the School District has no proprietary funds.

Fiduciary Fund Type Fiduciary fund reporting focuses on net assets and changesin net assets. Thefiduciary
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 School District under a
trust agreement for individuals, private organizations, or other governmentsand are therefore not available to
support the School District’s own programs. The School District’s does not have any trust funds. Agency
fundsare custodial in nature (assets equal liabilities) and do not involve measurement of results of operations.
The School District’s agency fund accounts for student activities.
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Southwest Licking Local School District
Notes to the Basic Financial Satements
For the Fiscal Year Ended June 30, 2004

D. Cash and Cash Equivalents

To improve cash management, cash received by the School District is pooled. Monies for al funds are
maintained inthispool. Individual fund integrity is maintained through the School District’ srecords. Interest
in the pooal is presented as equity in pooled cash and cash equivalents on the financial statements.

During fiscal year 2004, investmentswere limited to the State Treasury Asset Reserve of Ohio (STAR Ohio),
repurchase agreements and certificates of deposit.

Repurchase agreements and certificates of deposit are reported at cost.

STAR Ohioisaninvestment pool managed by the State Treasurer’ s Officewhich allows governmentswithin
the State to pool their funds for investment purposes. STAR Ohio is not registered with the SEC as an
investment company, but does operate in amanner 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, 2004.

Following Ohio statutes, the Board of Education has, by resolution, specified the funds to receive an
alocation of interest earnings. Interest receiptscredited to the general fund during fiscal year 2004 amounted
to $46,633, which includes $16,811 assigned from other School District funds.

Investments of the cash management pool and investments with original maturities of three monthsor less at
the time they are purchased by the School District are presented on the financial statements as cash
equivaents. Investments with aninitial maturity of more than three months not purchased from the pool are
reported as investments.

E. Budgetary Data

All funds, other than agency funds, are legaly required to be budgeted and appropriated. The major
documents prepared are the tax budget, the appropriation resol ution, and the certificate of estimated resources,
which are prepared on the budgetary basis of accounting. Thetax budget demonstratesaneed for existing or
increased tax rates. The certificate of estimated resources establishesalimit on the amountsthat the Board of
Education may appropriate. The appropriation resolution isthe Board' s authorization to spend resources and
set annual limits on disbursements at alevel of control selected by the Board. Thelegal level of control has
been established by the Board of Education at the fund level. The treasurer has been authorized to allocate
Board appropriations to the function and object level within each fund. The general and food services fund
“ Statement of Receipts, Disbursements and Encumbrances Compared with Expenditure Authority has been
presented at the function level for comparative purposes.

The certificate of estimated resources may be amended during the fiscal year if projected increases or
decreases in receipts are identified by the School District Treasurer. The amounts reported as the original
budgeted amounts in the budgetary statement reflect the amounts in the certificate when the original
appropriationswere adopted. The amountsreported asthefina budgeted amountsin the budgetary statement
reflect the amounts in the amended certificate in effect at the time final appropriations were passed.

The appropriation resolution is subject to amendment by the Board throughout the fiscal year with the
restriction that appropriations may not exceed estimated receipts. The amounts reported as the original
budgeted amounts reflect the first appropriation for that fund that covered the entire fiscal year, including
amounts automatically carried over from prior years. The amounts reported as the final budgeted amounts
represent the final appropriation amounts passed by the Board during the fiscal year.
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Southwest Licking Local School District
Notes to the Basic Financial Satements
For the Fiscal Year Ended June 30, 2004

F. Capital Assets

Capital assets are not recognized in any of the School District’ s funds in accordance with the cash basis of
accounting. Instead, capital acquisition and construction costs are reflected as disbursementsin thefund in
the year expended. The costs of norma maintenance and repairs are aso expended, along with
improvements. Depreciation is not recorded.

G. Compensated Absences

Employeesare entitled to vacation, sick, and personal leave benefitsthat are recorded asadisbursement when
incurred. A liability for these unused benefits is not recorded on the School District’s cash basis financial
statements.

H. Net Assets

Net assets are recorded in conjunction with assets recorded by the District. Net assets are reported as
restricted when there are limitations imposed on their use either through the enabling | egislation adopted by
the School District or through external restrictionsimposed by creditors, grantors, or laws or regulations of
other governments. Net assets restricted for other purposes include activities for food service operations,
music and athletic programs, and state and federal grantsrestricted to disbursements for specified purposes.

The School District appliesrestricted resourcesfirst when an expenseisincurred for purposesfor which both
restricted and unrestricted net assets are available. Neither type of transaction occurred in fiscal year 2004.

Note 3 — Changesin Accounting Principles

Changes in Accounting Principles For fiscal year 2004, the School District presented the financial
statement in the format prescribed by GASB 34, however, the financial statements are presented on the cash
basis of accounting. The beginning net assets and fund balances are presented on the cash basis.

Note 4 - Deposits and | nvestments
State statutes classify monies held by the School District into three categories.

Active deposits are public deposits necessary to meet current demands on the treasury. Such moniesmust be
maintained either as cash in the School District Treasury, in commercial accounts payable or withdrawable on
demand, including negotiable order of withdrawal (NOW) accounts, or in money market deposit accounts.

I nactive deposits are public depositsthat the Board of Education hasidentified as not required for usewithin
the current five 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 fromthe
date of deposit or by savings or deposit accounts including passbook accounts.
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Southwest Licking Local School District
Notes to the Basic Financial Satements
For the Fiscal Year Ended June 30, 2004

Protection of School District’ sdepositsisprovided by the Federal Deposit Insurance Corporation (FDIC), by
eligible securities pledged by the financial institution as security for repayment, by surety company bonds
deposited with the Treasurer by the financia ingtitution or by a single collateral pool established by the
financial institution to secure the repayment of all public monies deposited with the institution.

Interim monies may be deposited or invested in the following securities:

1 United States Treasury Notes, Bill, Bonds, or any other obligation or security issued by the
United States Treasury or any other obligation guaranteed as to payment of principal and
interest by the United States;

2. Bonds, notes, debentures, or any other obligations or securities issued by any federal

government agency or instrumentality, including but not limited to, Federal National
M ortgage Association, Federal Home L oan Bank, Federal Farm Credit Bank, Federal Home
L oan Mortgage Corporation, Government National M ortgage Association, and Student L oan
Marketing Association. All federal agency securities shall be direct issuances of federal
government agencies or instrumentalities,

3. Written repurchase agreements in 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 marked to market daily, and that the term of the
agreement must not exceed thirty days;

4, Bonds and other obligations of the State of Ohio;

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

6. The State Treasurer's investment pool (STAROhi0);

7. Certain banker's acceptance and commercial paper notes for a period not to exceed one
hundred and eighty days in an amount not to exceed twenty-five percent of the interim
monies available for investment at any one time; and,

8. Under limited circumstances, corporate debt interestsrated 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 derivatives are
prohibited. Theissuance of taxable notesfor the purpose of arbitrage, the use of leverage and short selling are
also prohibited. Aninvestment must mature within five yearsfrom the date of purchase unless matched to a
specific obligation or debt of the School 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 investments to the Treasurer
or, if the securities are not represented by a certificate, upon receipt of confirmation of transfer from the
custodian.
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Southwest Licking Local School District
Notes to the Basic Financial Satements
For the Fiscal Year Ended June 30, 2004

The carrying amount of cash and investments at June 30, 2004 was as follows:

Deposits:
Demand deposits $ 363,860
Investments:
Federal Agency Securities 550,646
Repurchase Agreement 63,282
STAR Ohio 1,332,062
Total investments 1,945,990
Total deposits and investments $ 2,309,850

Deposits At fiscal year end, the carrying amount of the School District's deposits was $363,860 and the bank
balance was $1,003,044. Of the bank balance:

1 $300,000 was covered by federa depository insurance; and

2. $703,044 was uninsured and uncollateralized. Although all State statutory requirementsfor
the deposit of money had been followed, non-compliance with federal requirements could
potentially subject the School District to a successful claim by the FDIC.

I nvestments The School District'sinvestments are required to be categorized below to give an indication of
the level of risk assumed by the School District at fiscal year end. Category 1 includesinvestmentsthat are
insured or registered or for which the securities are held by the School District or its agent in the School
District's name. Category 2 includes uninsured and unregistered investments which are held by the
counterparty's trust department or agent in the School District's name. Category 3 includes uninsured and
unregistered investments for which the securities are held by the counterparty, or by its trust department or
agent but not in the School District'sname. STAR Ohioisan unclassified investment sinceit isnot evidenced
by securities that exist in physical or book entry form.

Category Category Category Reported
1 2 3 Amount Fair Value
Federal Agency Securities $0 $550,846 $0 $550,846 $550,846
Repurchase Agreements $0 $0 $63,282 $63,282 $63,282
Tota $0 $550,846 $63,282
Investmentsin STAR Ohio $1,332,062 $1,332,062
Total Investments $1,946,190 $1,946,190
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Southwest Licking Local School District
Notes to the Basic Financial Satements
For the Fiscal Year Ended June 30, 2004

Note 5 - Property Taxes

Property taxes arelevied and assessed on acalendar year basiswhilethe School Digtrict fiscal year runsfrom
July through June. First half tax collections are received by the School District inthe second half of thefiscal
year. Second half tax distributions occur in the first half of the following fiscal year.

Property taxesinclude amountslevied against all real property, public utility property, and tangible personal
(used in business) property located inthe School District. Real property tax receiptsreceived in calendar year
2004 represent the collection of calendar year 2003 taxes. Real property taxesreceived in calendar year 2004
were levied after April 1, 2003, on the assessed values as of January 1, 2003, the lien date. Assessed values
for real property taxes are established by State statute at thirty-five percent of appraised market value. Real
property taxes are payable annually or semiannually. If paid annually, payment is due December 31; if paid
semiannually, thefirst payment is due December 31, with the remainder payable by June 20. Under certain
circumstances, State statute permits alternate payment dates to be established.

Public utility property tax receipts received in calendar year 2004 represent the collection of calendar year
2003 taxes. Public utility real and tangible personal property taxes received in calendar year 2004 became a
lien on December 31, 2003, were levied after April 1, 2003, and are collected with real property taxes. Public
utility real property isassessed at thirty-five percent of true value; public utility tangible personal property is
currently assessed at varying percentages of true value.

Tangible personal property tax receiptsreceived in calendar 2004 (other than public utility property) represent
the collection of calendar year 2004 taxes. Tangible personal property taxesreceived in calendar year 2003
were levied after April 1, 2003, on the value as of December 31, 2003. Tangible personal property is
currently assessed at twenty-five percent of true valuefor capital assets and twenty-four percent for inventory.
Amounts paid by multi-county taxpayers are due September 20. Single county taxpayers may pay annually
or semiannually. If paid annualy, payment is due April 30; if paid semiannually, the first payment is due
April 30, with the remainder payable by September 20. Tangible personal property taxespaid by April 30 are
usually received by the School District prior to June 30. Thisyear, the June 2003 tangible personal property
tax settlement from Licking County was not received until July of 2004.

The School District receives property taxes from Licking and Fairfield County. The County Auditors
periodically advance to the School District its portion of the taxes collected. Second-half real property tax
payments collected by the County by June 30, 2004, are availableto financefiscal year 2004 operations. The
amount available to be advanced can vary based on the date the tax bills are sent.

The assessed values upon which the fiscal year 2004 taxes were collected are:

2003 Second- 2004 First-
Half Collections Half Collections
Amount Percent Amount Percent

Agricultural/ Residential

and Other Real Estate $389,199,180 94.13% $407,788,740 93.79%
Public Utility Personal 16,089,480 3.89% 17,492,840 4.02%
Tangible Personal Property 8,181,690 1.98% 9,506,430 2.19%
Total $413,470,350 100.00% $434,788,010 100.00%
Tax rate per $1,000 of

assessed valuation $33.90 $33.70
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Southwest Licking Local School District
Notes to the Basic Financial Satements
For the Fiscal Year Ended June 30, 2004

Note 6 —Income Tax

The School District leviesavoted tax of .75 percent for general operations on theincome of residents and of
estates. The tax was effective on February 15, 1990 and remains as a continuous levy. Employers of
residents are required to withhold income tax on compensation and remit the tax to the State. Taxpayersare
required to file an annua return. The State makes quarterly distributions to the School District after
withholding amounts for administrative fees and estimated refunds. Income tax receipts are credited to the
general fund.

Note 7 - Risk Management

A. Property and Liability

The School District is exposed to various risks of lossrelated to torts; theft of, damage to, and destruction of
assets; errorsand omissions; injuriesto employees; and natural disasters. During fiscal year 2004, the School

District contracted with Indiana Insurance for property, builder’ srisk, liability and fleet insurances.

Coverage provided is as follows:

Building and Contents-replacement cost ($5,000 deductible) $60,453,400
Accounts Receivable ($5,000 deductible) 100,000
Equipment ($250 deductible) 50,000
Extra Expense 300,000
Employee Dishonesty ($10,000 deductible) 1,000,000
Fleet Insurance 1,000,000
Educational General Liability

Per occurrence 1,000,000

Aqggregate per year 2,000,000
Employee Benefits Liability

Per occurrence 1,000,000

Aggregate per year 3,000,000

Settled claims have not exceeded this commercial coverage in any of the past three fiscal years. There
has been no significant reduction in insurance coverage from fiscal year 2004.

B. Workers Compensation

For fiscal year 2004, the School District participated in the Ohio Association of School Business Officials
(OASBO) Workers' Compensation Group Rating Program (GRP), an insurance purchasing pool (Note 16)
established under Section 4123.29 of the Ohio Revised Code. Theintent of the GRPisto achieve the
benefit of areduced premium for the School District by virtue of its grouping and representation with other
participants in the GRP. The workers compensation experience of the participating school districts is
calculated as one experience and a common premium rate is applied to all school districtsinthe GRP. Each
participant paysitsworkers compensation premium to the State based on therate for the GRP rather thanits
individual rate. Participation inthe GRPislimited to school districts and libraries that can meet the GRP's
selection criteria. Thefirm of Sheakley Uniservice, Inc. Managed Care Organization providesadministration
costs and actuarial servicesto the GRP.
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Note 8 - Employee Benefits
A. Health Care Benefits

The School District provides health and drug insurancefor al eligible employeesthrough Medical Mutual of
Ohio. The School District pays medical and drug monthly premiumsfor staff for family and single coverage.
The School District also providesdental insurancefor al eligible employeesthrough AmeritasLife Insurance
Company. The School District provideslifeinsurance and accidental death and dismemberment insuranceto
most employeesthrough AmeritasLife Insurance Company. Premiumsare paid from the same fundsthat pay
the employees’ salaries.

B. Retirement I ncentive

The School District offers a $10,000 retirement incentive to certified employees that retire as soon as the
employee is eligible with 30 years of experience. A $7,500 retirement incentive is given to certified
employees that pass up the first year of eligibility but elect to retire in the subsequent year. The retirement
incentiveis paid out to employeesin January following the date of retirement. In addition to the negotiated
$10,000 retirement incentiveto certified employees, the Board of Education offered an additional retirement
incentive of $25,000. Only certificated staff members who are eligible to retire prior to September 1, 2004
were eligiblefor thisadditional retirement incentive. The $25,000 will be paid out in two 50% installments:
50% in July, 2005, and 50% in July, 2006.

Note 9 - Defined Benefit Pension Plans
A. School Employees Retirement System

The School District 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 Chapter 3309 of the Ohio Revised Code. SERS issues a publicly available, stand-
alonefinancial report that includesfinancial statementsand required supplementary information. That report
may be obtained by writing to the School Employees Retirement System, 300 East Broad Street, Suite 100,
Columbus, Ohio 43215-3476.

Plan members are required to contribute 10 percent of their annual covered salary and the School District is
required to contribute at an actuarialy determined rate. The current School District rate is 14 percent of
annual covered payroll. A portion of the School District’s contribution is used to fund pension obligations
with the remainder being used to fund health care benefits; for fiscal year 2004, 9.09 percent of annual
covered salary wasthe portion used to fund pension obligations. For fiscal year 2003, 8.17 percent of annual
covered salary was the portion 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 School District’s required contributions for pension obligationsto SERSfor
thefiscal yearsended June 30, 2004, 2003, and 2002, were $333,107, $297,425, and $168,085, respectively;
48.61 percent has been contributed for fiscal year 2004 and 100 percent for fiscal years 2003 and 2002.
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B. State Teachers Retirement System

The School District participates in the State Teachers Retirement System of Ohio (STRS Ohio), a cost-
sharing, multiple-employer public employee retirement system. STRS Ohio provides retirement and
disability benefits to members and death and survivor benefits to beneficiaries. STRS Ohio issues a stand-
alone financia report that may be obtained by writing to STRS Ohio, 275 E. Broad St., Columbus, OH
43215-3371, by calling (614) 227-4090, or by visiting the STRS Ohio Web site at www.strsoh.org.

New members have achoice of three retirement plans, a Defined Benefit (DB) Plan, a Defined Contribution
(DC) Plan, and a Combined Plan. The DB plan offersan annual retirement allowance based on final average
salary times a percentage that varies based on years of service, or an alowance based on member
contributions and earned interest matched by STRS Ohio funds times an actuarially determined annuity
factor. The DC Plan allows members to place al their member contributions and employer contributions
equal to 10.5% of earned compensation into an investment account. Investment decisions are made by the
member. A member iseligibleto receivearetirement benefit at age 50 and termination of employment. The
Combined Plan offers features of both the DC Plan and the DB Plan. In the Combined Plan, member
contributions are invested by the member, and employer contributions are used to fund the defined benefit
payment at areduced level from the regular DB Plan. DC and Combined Plan memberswill transfer to the
Defined Benefit Plan during their fifth year of membership unless they permanently select the DC or
Combined Plan. Existingmemberswith lessthan five years of service credit as of June 30, 2001, were given
the option of making aonetimeirrevocable decision to transfer their account balances from the existing DB
Plan into the DC Plan or the Combined Plan. This option expired on December 31, 2001. Benefits are
established by Chapter 3307 of the Ohio Revised Code.

A DB or Combined Plan member with five or moreyears credited service who becomes disabled may qualify
for adisability benefit. Eligible spouses and dependents of these active members who die before retirement
may qualify for survivor benefits. Membersin the DC Plan who become disabled are entitled only to their
account balance. If amember dies before retirement benefits begin, the member’ s designated beneficiary is
entitled to receive the member’ s account balance.

For thefiscal year ended June 30, 2004, plan memberswere required to contribute 10 percent of their annual
covered salaries. The School District was required to contribute 14 percent; 13 percent was the portion used
to fund pension obligations. For fiscal year 2003, the portion used to fund pension obligations was also 13
percent. Contribution rates are established by the State Teachers Retirement Board, upon recommendations
of its consulting actuary, not to exceed statutory maximum rates of 10% for membersand 14% for employers.
Chapter 3307 of the Ohio Revised Code provides statutory authority for member and employer contributions.

The School District’ srequired contributionsfor pension obligationsto the DB Plan for thefiscal yearsended
June 30, 2004, 2003, and 2002, were $1,618,022, $1,732,056, and $1,061,699, respectively; 85.85 percent has
been contributed for fiscal year 2004 and 100 percent for fiscal years 2003 and 2002. Contributionsto the
DC and Combined Plansfor fiscal year 2004 were $15,588 made by the School District and $38,171 made by
the plan members.

C. Social Security System
Effective July 1, 1991, all employees not otherwise covered by the School Employees Retirement System or
the State Teachers Retirement System have an option to choose Social Security or the School Employees

Retirement System/State Teachers Retirement System. As of June 30, 2004, two members of the Board of
Education elected Social Security. The Board's liability is 6.2 percent of wages paid.

31



Southwest Licking Local School District
Notes to the Basic Financial Satements
For the Fiscal Year Ended June 30, 2004

Note 10 - Postemployment Benefits

The School District provides comprehensive health care benefits to retired teachers and their dependents
through the State Teachers Retirement System of Ohio (STRS Ohio), and to retired non-certified employees
and their dependents through the School Employees Retirement System (SERS). Benefits include
hospitalization, physicians fees, prescription drugs and reimbursement of monthly Medicare premiums.
Benefit provisions and the obligationsto contribute are established by the Systems based on authority granted
by State statute. Both systems are on a pay-as-you-go basis.

All STRS Ohio benefit recipientsand sponsored dependents are eligible for health care coverage. The STRS
Ohio Board has statutory authority over how much, if any, of the health care costswill be absorbed by STRS
Ohio. Most benefit recipients pay a portion of the health care cost in the form of a monthly premium. By
law, the cost of coverage paid from STRS Ohio fundsisincluded in the employer contribution rate, currently
14 percent of covered payroll. For the fiscal year ended June 30, 2004, the STRS Ohio Board allocated
employer contributions equal to 1 percent of covered payroll to the Health Care Reserve Fund. For the
School District, this amount equaled $126,257 for fiscal year 2004.

STRS Ohio pays health care benefits from the Health Care Stabilization Fund. At June 30, 2003, (the latest
information available) the balancein the Fund was $2.8 billion. For theyear ended June 30, 2003, net health
care costs paid by STRS Ohio were $352,301,000 and STRS Ohio had 108,294 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
lessthan twenty-five years of service credit must pay aportion of their premium for health care. The portion
is based on years of service up to amaximum of 75 percent of the premium.

After thealocation for basic benefits, the remainder of the employer’ s 14 percent contribution isallocated to
providing health care benefits. For thefiscal year ended June 30, 2004, employer contributionsto fund health
care benefits were 4.91 percent of covered payroll. Inaddition, SERS levies a surcharge to fund health care
benefits equal to 14 percent of the difference between aminimum pay and the member’s pay, pro-rated for
partial service credit. For fiscal year 2004, the minimum pay was established at $25,400. For the School
District, the amount contributed to fund health care benefits during the 2004 fiscal year equaled $249,794.

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 reserveis
150 percent of the annual health care expenses. Expenses for health care for the fiscal year ended June 30,
2003 (thelatest information available), were $204,930,737 and the target level was $307.4 million. At June
30, 2003, SERS had net assets available for payment of health care benefits of $303.6 million. SERS has
approximately 50,000 participants currently receiving health care benefits.

Note 11 — L ease Obligations
The School District has several capital leases for office equipment. In addition, the School District has a
capital leasefor exercise equipment purchased through the National School Fitness Foundation. The principal

and interest payments are reflected as debt service expenditures paid from the general fund. The agreements
provide for minimum annual rental payments as follows:
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Fiscal Y ear
Ending June 30, Amount
2005 175,223
2006 124,106
2007 29,197
2008 2,155
Total Minimum L ease Payments $330,681
Less: Amount Representing Interest (46,543)
Present Value of Minimum L ease Payment $284,138

Note 12 - Long Term Obligations

The changes in the School District’ s long-term obligations during the year consist of the following:

Outstanding Outstanding
6/30/2003 Additions Reductions 6/30/2004

Governmental Activities
Energy Conservation Bonds $0 $1,650,000 $0 $1,650,000
2003 1.2% - 4.1%
Etna Elementary School
Improvement Bond
1995 4.3% - 5.75% 5,625,000 - (5,625,000) -
Etna Elementary School
Improvement Bond - Refunding

2003 1.2% - 4.4% - 5,559,988 - 5,559,988
School Improvement Bond
1999 3.1% - 5.15% 16,665,000 0 (490,000) 16,175,000

Total Governmental Activities
Long-Term Liabilities $22,290,000 $7,209,988 ($6,115,000) $23,384,988

On April 1, 1995, the School District issued School Improvement Bonds for $6,638,000, with a varying
interest rate of 4.3 to 5.75%, for the purpose of constructing, renovating, furnishing, and equipping school
buildings. The bond was issued for atwenty-eight year period with final maturity during fiscal year 2023.
Thedebt isbeing repaid by tax recei ptsthrough the bond retirement fund. On December 9, 2003, the School
District refunded the 1995 bonds issue and issued new bonds with varying interest rates of 1.2% - 4.4%.
Proceeds of $5,559,988 from the issuance were used to purchase securities which were placed in escrow to
pay off the existing bonds asthey mature. In addition, the School District paid $65,000 which isrecorded as
principal retirement in the debt service fund to retire the outstanding debt.

On March 15, 1999, the School District issued School Facilities Construction and Improvement Bonds for
$19,120,000, with a varying interest rate of 3.1 to 5.15%, for the purpose of constructing, renovating,
furnishing, and equipping school buildings. The bond wasissued for atwenty-eight year period with final
maturity during fiscal year 2027. The debt isbeing repaid by tax receiptsthrough the bond retirement fund.
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On December 9, 2003, the School District issued unvoted Energy Conservation Bondsfor $1,650,000, witha
varying interest rate of 1.2% - 4.1%, for the purpose of installing energy conservation improvementsfor the
School District, under the authority of Ohio Revised Code sections 133.06(G) and 3313.372. Thebondswere
issued for afifteen year period with final maturity during fiscal year 2019. The debt will be retired through
reductionsin energy consumption and cost savings attributed to the installation of the energy conservation
improvements. Tax revenueswere alocated from the general fund to the bond retirement debt servicefund to
meet current fiscal year obligations.

The School District'soverall legal debt margin was $15,265,633, with an unvoted debt margin of $413,470 at
June 30, 2003.

Debt service requirements to maturity on the bonds, including $17,247,070 in interest, are as follows:

School Improvement Bonds

Fiscal Year Issued in Fiscal Year 1999 Issued in Fiscal Year 2004
Ending June 30, Principal Interest Principal Interest Total

2005 575,000 811,353 205,000 174,592 1,765,945
2006 665,000 786,840 220,000 171,162 1,843,002
2007 90,000 771,695 255,000 166,412 1,283,107
2008 135,000 767,015 275,000 160,769 1,337,784
2009 160,000 757,550 280,000 153,619 1,351,169

2010-2014 1,455,000 2,927,956 2,029,988 923,137 7,336,081

2015-2019 4,260,000 2,975,710 1,400,000 1,457,150 10,092,860

2020-2024 3,835,000 1,685,129 895,000 176,355 6,591,484

2025-2027 5,000,000 565,225 0 0 5,565,225
Total $16,175,000 $12,048,473 $5,559,988 $3,383,196 $37,166,657

HB 264 Energy Conservation Bonds

Fiscal Year Issued in Fiscal Year 2004
Ending June 30, Principal I nterest Tota

2005 95,000 50,282 145,282
2006 90,000 48,812 138,812
2007 90,000 47,012 137,012
2008 100,000 44,987 144,987
2009 100,000 42,487 142,487

2010-2014 515,000 206,064 721,064

2015-2019 660,000 68,473 728,473
Total $1,650,000 $508,117 $2,158,117

34



Southwest Licking Local School District
Notes to the Basic Financial Satements
For the Fiscal Year Ended June 30, 2004

Note 13 — Contractual Commitments

Purchase Amounts Paid Amounts Remaining
Contractor Commitments as of 06/30/04 on Contracts
Building Construction Fund
Honeywell Inc. $1,646,893 $1,268,114 $378,779
Capital Aluminum & Glass 7,745 0 7,745
Total $1,654,638 $1,268,114 $386,524

Note 14 - Jointly Governed Organizations
A. Licking Area Computer Association

The School District isaparticipant in the Licking Area Computer Association (LACA) which isacomputer
consortium. LACA is an association which services fourteen entities within the boundaries of Licking and
Muskingum Counties. These entities consist of public school districts, private schools, and educational
service centers. The organization wasformed for the purpose of applying modern technology with theaid of
computers and other el ectronic egquipment to administrative and instructional functions among member school
districts. The governing board of LACA consists of the superintendents from all participating districts.

The continued existence of LACA is not dependent on the School District’s continued participation and no
equity interest exists. The LACA congtitution states that any school district withdrawing from the
Association prior to dissolution forfeitstheir claim to the Association’ s capital assets. The School District’s
total paymentsto LACA for fiscal year 2004 were $117,066. Financial statementsfor LACA can be obtained
from their fiscal agent the Licking County Joint VVocational School District, 150 Price Road, Newark, OH
43055.

B. Metropolitan Educational Council

The School District participates in the Metropolitan Educational Council (MEC), a jointly governed
organization. The organization is composed of over 135 members which includes school districts, joint
vocational schools, educational service centers, and libraries covering 24 countiesin Central Ohio. TheMEC
helps its members purchase services, insurances, supplies, and other items at a discounted rate. The
governing board of MEC is composed of either the superintendent, a designated representative or amember
of the board of education for each participating school district in Franklin County (18 school districts) and
one representative from each county. Each year, the participating school districts pay amembership feeto
MEC to cover the costs of administering the program. The School District’s membership payment to MEC
for fiscal year 2004 was $1,373. Financial information may be obtained from the Metropolitan Educational
Council, Denise Music, who serves asfiscal officer, at 6100 Channingway Blvd., Suite 604, Columbus, OH
43232.
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C. Central Ohio Special Education Regional Resource Center

The Central Ohio Educational Resource Center (COSERRC) provides special education servicesat aregional
level and assists school districts in complying with the mandates of P.L. 101-476 and P.L. 99-457 for
educating children with disabilities. There is no financial commitment by the School District for its
participationinthe projects. The School District has one representative on the governing board. The School
District did not make any contributionsto COSERRC during fiscal year 2004. Further information may be
obtained by contacting the Central Ohio Special Education Regional Resource Center at 470 Glenmont
Avenue, Columbus, Ohio 43214.

D. School Study Council of Ohio

The School Study Council of Ohio (Council) is a jointly governed organization operated by a Board of
Trustees (Board) that is comprised of numerous Ohio school districts. The purpose of the Council isto bring
about the improvement of education in member school organizations. School districts maintain active
membership by paying ayearly membership fee which entitles each school district to attend Council meetings
and voting privileges. School districtsthat elect to be associate members are entitled to attend meetings and
participatein Council discussions but are not entitled to vote. The Board isannually elected from within the
Council’ s active membership. Infiscal year 2004, the Board consisted of fourteen members. Infiscal year
2004, the School District did not make any contributions to the School Study Council of Ohio. Financial
information may be obtained by contacting the School Study Council of Ohio at 4807 Evanswood Drive,
Suite 300, Columbus, Ohio 43229.

Note 15 — I nsurance Purchasing Pools
Ohio School Boards Association Workers' Compensation Group Rating Plan

The School District participates in the Ohio School Boards Association Workers Compensation Group
Rating Program (GRP), an insurance purchasing pool. The GRP' s business and affairs are conducted by a
three 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.

Ohio School Plan

The School District participates in the Ohio School Plan (OSP), an insurance purchasing pool. The Ohio
School Plan (OSP) is created and organized pursuant to and as authorized by Section 2744.081 of the Ohio
Revised Code. The OSPisan unincorporated, non-profit association of its members and an instrumentality
for each member for the purpose of enabling members of the Plan to provide for aformalized, joint insurance
purchasing program to maintain adequate insurance protection, risk management programs and other
adminigtrative services. The OSP’ sbusinessand affairs are conducted by afifteen member Board of directors
consisting of school district superintendents and treasurers, aswell asthe president of Harcum-Hyre Insurance
Agency, Inc. and a partner of the Hylant Group, Inc. Hylant Group, Inc. isthe Administrator of the OSP and
is responsible for processing claims. Harcum-Hyre Insurance Agency, Inc. is the sales and marketing
representative, which establishes agreements between OSP and member schools.
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Note 16 — Related Organization

Pataskala Public Library

The Pataskala Public Library is statutorily created as a separate and distinct political subdivision. Seven
trustees of the School District Library are appointed by the School District. The board of trustees possesses
its own contracting and budgeting authority, hires and fires personnel, and does not depend on the School
Digtrict for operational subsidies. Due process is required to remove board members. No subsidies are
provided by the School District.

Note 17 - Contingencies
A. Grants

The School District received financial assistance from federal and state agenciesin the form of grants. The
disbursement of funds received under these programs generaly requires compliance with terms and
conditions specified in the grant agreements and are subject to audit by the grantor agencies. Any disallowed
claims resulting from such audits could become a liability of the general fund or other applicable funds.
However, in the opinion of management, any such disallowed claimswill not have a material adverse effect
on the overall financial position of the School District at June 30, 2004.

B. Litigation

The School District is currently not a party to any material legal proceedings.

Note 18 - Set asides

The School District isrequired by State statute to annually set aside in the general fund an amount based on a
statutory formulafor 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.

The following cash basis information describes the change in the year end set-aside amounts for textbooks,
and capital improvements. Disclosure of thisinformation isrequired by State statute.
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Capital
Textbooks I mprovements
Set-aside Reserve Balance
as of June 30, 2003 ($702,911) ($18,996,425)
Current Y ear Set-aside Requirement 481,627 481,627
Current Y ear Offsets (HB 264) 0 (1,650,000)
Qualifying Disbursements (487,439) 0
Tota ($708,723) ($20,164,798)
Set-aside Balance Carried Forward
to Future Fiscal Years ($708,723) ($20,164,798)

The School District issued $19,120,000 in bondsin fiscal year 1999 to provide for renovations of Pataskala
and Kirkersville Elementary, the middle and high schoals. In addition, the School District issued $1,650,000
in HB 264 Energy Conversation Bonds in fiscal year 2004 that was used to make energy saving capital
improvements throughout the District. These amounts are an allowable offset to future yearsfor the capital
improvements and maintenance set-aside. The negative amount is therefore presented as being carried
forward to the next fiscal year.

The School District had qualifying disbursements and offsets during thefiscal year that reduced the textbook
and capital improvements set-aside amounts below zero. These extra amounts in the textbooks and capital
acquisition set-asides may be used to reduce the set-aside requirements of future years.

Note 19 — State School Funding

On December 11, 2002, the Ohio Supreme Court issued itslatest opinion regarding the State’ s school funding
plan. The decision reaffirmed earlier decisions that Ohio’s current school-funding decision is
unconstitutional.

The Supreme Court relinquished jurisdiction over the case and directed “...the Ohio General Assembly to
enact a school-funding scheme that is thorough and efficient...”

The School District iscurrently unable to determine what effect, if any, thisdecision will haveitsfuture State
funding and on itsfinancial operations.

Note 20 — Going Concern I ssue

The accompanying financial statements have been prepared on the cash basis of accounting. The School
District isrequired to prepare and file with the Superintendent of the Ohio Department of Education a5 year
forecast. The School District isprojecting a$1,213,869 deficit in fiscal year 2006 and $2,568,505 deficit in
2007. In November 2003, March 2004 and August 2004, the voters of the School District did not pass an
operating levy. The School District isworking with the Ohio Department of Education and must haveaplan
in place by January 31, 2005 to reduce the fiscal year 2006 deficit to zero or a positive balance.
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SOUTHWEST LICKING LOCAL SCHOOL DISTRICT
SCHEDUL E OF RECEIPTS AND EXPENDITURES OF FEDERAL AWARDS
FOR THE FISCAL YEAR ENDED JUNE 30, 2004

(D) (D)

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) (B) Food Distribution 10.550 N/A $ - $ 56370 $ -8 56,370
(A) (C) School Breakfast Program 10.553 048041-05PU-2003 9,132 9,132
(A) (C) School Breakfast Program 10.553 048041-05PU-2004 17,304 17,304
(A) (C) National School Lunct 10.555 048041-L L P4-200z 60,374 60,374
(A) (C) Nationa School Lunct 10.555 048041-L L P4-2004 111,384 111,384
Total U.S. Department of Agricultureand Nutrition Cluster 198,194 56,370 198,194 56,370
U.S. DEPARTMENT OF EDUCATION
PASSED THROUGH THE
OHIO DEPARTMENT OF EDUCATION:
Title! - Grantsto Local Educational Agencies 84.010 048041-C1-S1-2003 53,312 69,536
Title | - Grantsto Local Educational Agencies 84.010 048041-C1-S1-2004 180,226 180,226
Total Titlel 233,538 249,762
Specia Education: Grantsto States 84.027 048041-6B-SF-2003F 92,704 84,661
Special Education: Grants to States 84.027 048041-6B-SF-2004 263,703 255,054
Total Special Education: Grantsto States 356,407 339,715
Safe and Drug-Free Schools 84.186 048041-DR-S1-2003 10,935 8,202
Safe and Drug-Free Schools 84.186 048041-DR-S1-2004 11,004 7,002
Total Safe and Drug-Free Schools 21,939 15,204
Eisenhower Professional Devel opment 84.281 048041-M S-S1-2002 - 627
Innovative Education Program Strategies 84.298 048041-C2-S1-2003 19,084 -
Innovative Education Program Strategies 84.298 048041-C2-S1-2004 22,285 17,453
Total Innovative Education Program Strategies 41,369 17,453
(E) Technology Literacy Challenge 84.318 048041-TJ-S1-2003 (1,260) -
Technology Literacy Challenge 84.318 048041-TJ-S1-2004 2,154 300
Total Technology Literacy Challenge 894 300
Improving Teacher Quality 84.367 048041-TR-S1-2003 10,778 20,911
Improving Teacher Quality 84.367 048041-TR-S1-2004 94,061 87,200
Total Improving Teacher Quality 104,839 108,111
Total U.S. Department of Education 758,986 731,172
U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES
PASSED THROUGH THE
OHIO DEPARTMENT OF MENTAL RETARDATION AND
DEVELOPMENTAL DISABILITIES:
Community Alternative Funding System Program (CAFS) 93.667 N/A 60,419 60,419
Total Federal Financial Assistance $ 101759 $ 56370 $ 989,785 $ 56,370

(A) Included as part of "Nutrition Grant Cluster" in determining major programs.
(B) TheFood Distribution Program is a non-cash, in kind, federal grant. Commaodities are valued at fair market prices.
(C) Commingled with state and local revenue from sales of lunches; assumed expenditures were made on a
first-in, first-out basis.
(D) Thisschedule was prepared on the cash basis of accounting.
(E)  Monies refunded to the Ohio Department of Education due to the expiration of the period of availability
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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 Internal Control Over Financial Reporting and on Compliance
And Other Matters Based on an Audit of Basic Financial Statements Performed
in Accordance With Government Auditing Standards

Board of Education

Southwest Licking Local School District
927 South Street

Etna, Ohio 43018-0180

We have audited the financial statements of the governmental activities, each major fund, and the
aggregate remaining fund information of the Southwest Licking Local School District, Licking
County, (the “District”) as of and for the fiscal year ended June 30, 2004, which collectively
comprise the District’s basic financial statements and have issued our report thereon dated
September 10, 2004, wherein we noted the District prepares its financial statements on the cash
basis a comprehensive basis of accounting other than accounting principles generally accepted in
the United States of America. 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.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the District’s internal control over financial
reporting in order to determine our auditing procedures for the purpose of expressing our
opinions on the financial statements and not to provide an opinion on the internal control over
financial reporting. Our consideration of the internal control over financial reporting would not
necessarily disclose all matters in the internal control that might be material weaknesses. A
material weakness is a reportable condition in which the design or operation of one or more of
the internal control components does not reduce to a relatively low level the risk that
misstatements caused by error or fraud in amounts that would be material in relation to the
financial statements being audited may occur and not be detected within a timely period by
employees in the normal course of performing their assigned functions. We noted no matters
involving the internal control over financial reporting and its operation that we consider to be
material weaknesses. However, we noted other matters involving the internal control over
financial reporting that we have reported to management of the District in a separate letter dated
September 10, 2004.
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Board of Education
Southwest Licking Local School District

Compliance

As part of obtaining reasonable assurance about whether the District’s financial statements are
free of material misstatement, we performed tests of its compliance with certain provisions of
laws, regulations, contracts and grant agreements, noncompliance with which could have a direct
and material effect on the determination of financial statement amounts. However, providing an
opinion on compliance with those provisions was not an objective of our audit and, accordingly,
we do not express such an opinion. The results of our tests disclosed an instance of
noncompliance or other matters that is required to be reported under Government Auditing
Standards which is described in the accompanying Schedule of Findings as item 2004-SWLSD-
001. We also noted other matters which we have reported to management of the District in a
separate letter dated September 10, 2004.

This report is intended solely for the information and use of management and the Board of
Education of the Southwest Licking 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.
September 10, 2004
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Report on Compliance With Requirements Applicable to Each
Major Federal Program And Internal Control Over Compliance in
Accordance With OMB Circular A-133

Board of Education

Southwest Licking Local School District
927 South Street

Etna, Ohio 43018-0180

Compliance

We have audited the compliance of Southwest Licking Local School District, Licking County
(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
each major federal program for the fiscal year ended June 30, 2004, wherein we noted the
District prepares its financial statements on the cash basis, a comprehensive basis of accounting
other than accounting principles generally accepted in the United States of America. The
District’s major federal programs are identified in the summary of auditor’s results section of the
accompanying schedule of findings. Compliance with the requirements of laws, regulations,
contracts and grants applicable to its major federal program is the responsibility of the District’s
management. Our responsibility is to express an opinion on Southwest Licking Local School
District’s compliance based on our audit.

We conducted our audit of compliance in accordance with auditing standards generally accepted
in the United States of America; the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States; and
OMB Circular A-133, 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 the types of compliance
requirements referred to above that could have a direct and material effect on a major federal
program. An audit includes examining, on a test basis, evidence about the District’s compliance
with those requirements and performing such other procedures as we considered necessary in the
circumstances. We believe that our audit provides a reasonable basis for our opinion. Our audit
does not provide a legal determination on the District’s compliance with those requirements.
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In our opinion, the District complied, in all material respects, with the requirements referred to
above that are applicable to its major federal program for the fiscal year ended June 30, 2004.

Internal Control Over Compliance

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

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

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

Southwest Licking 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.
September 10, 2004
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SOUTHWEST LICKING LOCAL SCHOOL DISTRICT
LICKING COUNTY, OHIO

SCHEDULE OF FINDINGS
OMB CIRCULAR A-133 § .505
JUNE 30, 2004

1. SUMMARY OF AUDITOR’S RESULTS

(d)(1)() Type of Financial Statement Opinion Unqualified

(d)(2)(ii) Were there any material control weakness [ No
conditions reported at the financial
statement level (GAGAS)?

(d)(2)(ii) Were there any other reportable control | No
weakness conditions reported at the
financial statement level (GAGAS)?

(d)(1)(iii) Was there any reported non-compliance at | Yes
the financial statement level (GAGAS)?

(d)(1)(iv) Were there any material internal control | No
weakness conditions reported for major
federal programs?

(D(@)(iv) Were there any other reportable internal | No
control weakness conditions reported for
major federal programs?

(d)(1)(v) Type of Major Program’s Compliance | Unqualified

Opinion
Are there any reportable findings under §
(d)(1)(vi) .510? No
(d)(1)(vii) Major Programs: Improving Teacher Quality

CFDA #84.367, Nutrition
Cluster: Food Distribution
CFDA #10.550; School

Breakfast Program CFDA
#10.553; National School

Lunch CFDA #10.555.
(d)(2)(viii) Dollar Threshold: Type A/B Programs Type A: >$300,000

Type B: all others
(d)(1)(ix) Low Risk Auditee? Yes
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SOUTHWEST LICKING LOCAL SCHOOL DISTRICT
LICKING COUNTY, OHIO

SCHEDULE OF FINDINGS
OMB CIRCULAR A-133 § .505
JUNE 30, 2004

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

Finding Number 2004-SWLSD-001

Ohio Administrative Code §117-2-03(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, as described in Note 3, the District prepares its financial statements
on the basis of accounting in accordance with standards established by the Auditor of State for
governmental entities that are not required to prepare annual reports in accordance with
accounting principles generally accepted in the United States of America. This basis of
accounting is a comprehensive basis of accounting other than accounting principles generally
accepted in the United States of America.

The accompanying financial statements omit assets, liabilities, and fund equities, and disclosures
that, while material, cannot be determined at this time. 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 may find it beneficial to consult with an accounting firm to compile or assist them in
compiling their financial statements in accordance with GAAP.

| 3. FINDINGS AND QUESTIONED COSTS FOR FEDERAL AWARDS

None.
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SOUTHWEST LICKING LOCAL SCHOOL DISTRICT
LICKING COUNTY, OHIO

STATUS OF PRIOR AUDIT FINDINGS
OMB CIRCULAR A-133 § .505
JUNE 30, 2004

Not Corrected,
Partially  Corrected;
Significantly Different

Corrective Action
Finding Fully Taken; Finding no
Number Finding Summary Corrected? | Longer Valid
2003-SWLLSD-001 [ Ohio Revised Code Section | Yes N/A

5705.10 in part requires that
money paid into any fund shall
be expended only after such
fund receives monies to cover
expenditures.
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88 Fast Broad Street
P.O. Box 1140

Auditor of State Columbus, Ohio 43216-1140
Betty Montgomery e il
Facsumile G14-466-4490

SOUTHWEST LICKING LOCAL SCHOOL DISTRICT

LICKING 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 Poabbitt

CLERK OF THE BUREAU

CERTIFIED
FEBRUARY 10, 2005
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