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INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS
REQUIRED BY GOVERNMENT AUDITING STANDARDS

December 18, 2015

Southern Hills Joint Vocational School District
Brown County

9193 Hamer Road

Georgetown, OH 45121

To the Board of Education:

We have audited, in accordance with auditing standards generally accepted in the United States and the Comptroller
General of the United States’ Government Auditing Standards, the financial statements of the governmental
activities, each major fund, and the aggregate remaining fund information of the Southern Hills Joint Vocational
School District, Brown County, (the District) as of and for the year ended June 30, 2015, and the related notes to the
financial statements, which collectively comprise the District’s basic financial statements and have issued our report
thereon dated December 18, 2015, wherein we noted the District adopted Governmental Accounting Standard No.
68, Accounting and Financial Reporting for Pensions — an amendment of GASB No. 27 and Statement No. 71,
Pension Transition for Contributions Made Subsequent to the Measurement Date.

Internal Control Over Financial Reporting

As part of our financial statement audit, we considered the District’s internal control over financial reporting
(internal control) to determine the audit procedures appropriate in the circumstances to the extent necessary to
support our opinions on the financial statements, but not to the extent necessary to opine on the effectiveness of the
District’s internal control. Accordingly, we have not opined on it.

A deficiency in internal control exists when the design or operation of a control does not allow management or
employees, when performing their assigned functions, to prevent, or detect and timely correct misstatements. A
material weakness is a deficiency, or combination of internal control deficiencies resulting in a reasonable
possibility that internal control will not prevent or detect and timely correct a material misstatement of the District’s
financial statements. A significant deficiency is a deficiency, or a combination of deficiencies, in internal control
that is less severe than a material weakness, yet important enough to merit attention by those charged with
governance.

... “bringing more to the table”
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Our consideration of internal control was for the limited purpose described in the first paragraph of this section and
was not designed to identify all internal control deficiencies that might be material weaknesses or significant
deficiencies. Given these limitations, we did not identify any deficiencies in internal control that we consider
material weaknesses. However, unidentified material weaknesses may exist.

Compliance and Other Matters

As part of reasonably assuring whether the District’s financial statements are free of material misstatement, we
tested its compliance with certain provisions of laws, regulations, contracts, and grant agreements, noncompliance
with which could directly and materially affect the determination of financial statement amounts. However, opining
on compliance with those provisions was not an objective of our audit and accordingly, we do not express an
opinion. The results of our tests disclosed no instances of noncompliance or other matters we must report under
Government Auditing Standards.

Purpose of this Report

This report only describes the scope of our internal control and compliance testing and our testing results, and does
not opine on the effectiveness of the District’s internal control or on compliance. This report is an integral part of an
audit performed under Government Auditing Standards in considering the District’s internal control and compliance.
Accordingly, this communication is not suitable for any other purpose.

f%/MCﬁX% &

Perry and Associates
Certified Public Accountants, A.C.
Marietta, Ohio
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Not Corrected, Partially Corrected;
Significantly Different Corrective Action

Finding Finding Fully Taken; or Finding No Longer Valid;
Number Summary Corrected? Explain:
2014-001 Noncompliance Yes

ORC 5705.41(D)(1)
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December 18, 2015

Board of Education Members
and Residents of the Southern Hills Joint Vocational School District:

We are pleased to present the Comprehensive Annual Financial Report (CAFR) of the Southern
Hills Joint Vocational School District for the fiscal year ended June 30, 2015. This CAFR,
which includes financial statements and other financial and statistical data, conforms to generally
accepted accounting principles as applicable to governmental entities. The intent of this report is
to provide the taxpayers of the Southern Hills Joint Vocational School District with
comprehensive financial data in a format that enables them to gain a true understanding of the
School District’s financial affairs as well as provide management with better financial
information for future decision making.

This report enables the School District o comply with Ohio Administrative Code Section 117-2-
03 (B), which requires reporting on a GAAP (Generally Accepted Accounting Principles) basis,
and Section 117.38 of the Ohio Revised Code which requires the school districts reporting on a
GAAP basis to file an unaudited annual report with the Auditor of State within 150 days of fiscal
year- end.

Management assumes full responsibility for the completeness and reliability of the information
contained in this report, based upon a comprehensive framework of internal control that it has
established for this purpose. Because the cost of internal control should not exceed the
anticipated benefits, the objective is to provide reasonable, rather than absolute, assurance that
the financial statements are free of any material misstatements.

Perty & Associates, Certified Public Accountants, A.C. has issued an unmodified (“clean™)
opinion on the Southern Hills Joint Vocational School District’s financial statements for the
fiscal year ended June 30, 2015. The Independent Auditor’s Report is located at the front of the
Financial Section of this report.

Management’s Discussion and Analysis immediately follows the Independent Auditor’s Report
and provides a narrative introduction, overview, and analysis of the basic financial statements.
Management’s Discussion and Analysis complements this letter of transmittal and should be read
in conjunction with it.

Serving Fastern, Fayetteville, Georgetown, Ripley, Western Brown and Whitecak School Districts
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FORMATION OF THE SCHOOL DISTRICT

The Southern Hills Joint Vocational School District offers adult and secondary students an array
of programs and classes to serve the needs of all school districts in Brown County and Bright
Local School District in Highland County. Secondary classes offered at the School District
include Sports Medicine, Power Equipment Mechanics/Agricultural Industrial, Clinical Health
Services, Culinary Arts, Information Technology/Computer Systems, Early Childhood
Education, Automotive Technology, Carpentry, Welding, Cosmetology, Graphics, and Criminal
Justice. The Southern Hills Joint VVocational School District, with the cooperation of the local
school districts, offers joint extended career technical programming in the areas of Marketing
Education, Information Technology/Computer Systems, and Agricultural Science/Business.
Adult Education offers various programming including: Ohio Peace Officers Training,
Emergency Medical Technician, Fire Fighting, Nurse Aide and a variety of other career
technology and lifelong learning as well as customized training.

The Southern Hills Joint Vocational School District was established in 1970 with classes held at
Fincastle School, Winchester, Ohio. On May 8, 1973 voters of the Southern Hills Joint
Vocational School District passed a levy to acquire real estate and construct a new school
building. This marked the beginning of the joint venture serving all of the Brown County school
districts and the Bright Local School District in Highland County. The school was constructed at
9193 Hamer Road, Georgetown, Ohio, and classes began at the site in August of 1975.

FORM OF GOVERNMENT AND REPORTING ENTITY

The Southern Hills Joint Vocational School District is a body politic and corporate established
for the purpose of exercising the rights and privileges conveyed to it by the constitution and laws
of the State of Ohio.

The original Southern Hills Joint VVocational School District Board of Education was comprised
of five members. Three of the five members were appointed from the Brown County
Educational Service Center, with an additional one member each from the Highland County
Board of Education and the Georgetown Exempted Village School District. In 1997, the
Highland County member was appointed by the newly combined Southern Ohio Educational
Service District. In July 2001, because of auditing reasons and better representation for the local
school districts, the board composition was changed to a seven member board. In 2012 the
Southern Hills Board of Education changed it composition once again by giving direct
representation to Bright Local, instead of a representative via the Southern Ohio ESC. The
representation currently has a member from the elected boards of all six home school districts
(Bright Local, Eastern, Fayetteville-Perry, Georgetown Exempted Village, Ripley Union Lewis
Huntington, and Western Brown), and one member from the Brown County Educational Service
Center.

The Board of Education serves as the taxing authority, contracting body and policy maker for the
School District. The Board adopts the annual operating budget and approves all expenditures of
the School District.

The Superintendent is the chief administrative officer of the School District and is responsible
for the development, supervision, and operation of the school programs and facilities.



The Treasurer is the chief financial officer of the School District, and is responsible for
maintaining financial records, issuing warrants, acting as the custodian of all School District
funds and investing idle funds as specified by Ohio law. Other administrators include a
Principal, a Director of Adult and Community Education and supervisors of various educational
and support services.

The School District employs 55 full-time employees. These employees include certified, non-
certified and administrative personnel providing services to 373 secondary students and 870
adult students. Secondary students include the full time equivalents of home schooled students
and students attending programs offered outside the central building. These students are not
included as full time students in the School District’s average daily membership.

The reporting entity consists of all funds, departments, boards and agencies that are not legally
separate from the School District. This includes general operations, food service and student
related activities of the School District.

Component units are legally separate organizations for which the School District is financially
accountable. The School District is financially accountable for an organization if the School
District appoints a voting majority of the organization’s governing board and (1) the School
District is able to significantly influence the programs or services performed or provided by the
organization; or (2) the School District is legally entitled to or can otherwise access the
organization’s resources; the School District 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 is obligated 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 organization’s budget, the issuance of its debt, or the levying of its taxes, and there
is a potential for the organization to provide specific financial benefits to, or impose specific
financial burdens on, the School District. The School District has no component units.

The Member School Districts have not been included in the accompanying financial statements.
The boards are not appointed by the School District, nor are they fiscally dependent on the
School District.  The South Central Ohio Computer Association Regional Council of
Governments is reported as a jointly governed organization in Note 16. The Ohio SchoolComp
Workers” Compensation Group Rating Plan is reported as an insurance purchasing pool in Note
16. The Brown County Schools Benefits Consortium is presented as a public entity shared risk
and insurance purchasing pool in Note 17.

At the beginning of each fiscal year, the Board of Education adopts a temporary appropriation
resolution for that fiscal year. By Statute, permanent appropriations must be adopted upon
receipt from the County Auditor of an amended certificate of estimated resources based on final
assessed values and tax rates. The School District generally adopts the permanent appropriation
measure in September. The amended certificate of estimated resources and the final
appropriation resolution serve as the foundation of the Southern Hills Joint VVocational School
District’s financial planning and control. The objective of budgetary controls is to ensure
compliance with legal provisions embodied in the annual appropriation resolution. The legal
level of budgetary control (the level at which expenditures cannot legally exceed the
appropriated amount) is established at the fund level. The Treasurer has been authorized to
allocate Board appropriations to the function and object level within each fund.
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ECONOMIC CONDITION AND OUTLOOK

Major industries located within the School District’s boundaries include paper,
agricultural/trailer equipment, plastics technology, tool box and surgical/medical equipment
manufacturing. Further, with the growth of additional health facilities in the northern part of
Brown County, there has been a considerable potential in the Health field. The Brown County
Hospital has been sold again to Scottsdale, Arizona based Southwest Healthcare Services.
Southwest agreed to assume vendor debt, loans, leases and anything currently owed by the
facility, relieving the Brown County commission and residents of any debt obligations. The
northern part of the County has recently seen several new job opportunities with Cincinnati NAL
Co Inc. constructing a new 7,500 square foot facility, American Trailer Works purchase of the
Brown County Industrial Park and Southern State Community College announcement of a new
facility in Mt. Orab. Brown County has seen slight increases in residential housing and jobs.

Brown County is a rural community in Southern Ohio with unemployment rates 0.1 percent
below the State unemployment rate of 5.2 percent. During the past ten years, the unemployment
rate rose from 5.5 percent in 2001 to a high of 13.7 percent in June 2009. The population of
Brown County in the 2010 census was 44,846. Population projections for Brown County are
indicating growth over the next decade. The population growth rate from 2000 to 2010 was 6.1
percent or 2,561 while the State of Ohio rate was 1.6 percent.

Although, there was an increase in population in Brown County from the 2010 census, the
numbers may be depressed as a result of the recent unemployment and economic conditions.
The State should re-evaluate the State and County population in light of the current economic
conditions.

The Southern Hills Joint Vocational School District is located in the center of the six-member
school districts it serves. The School District encompasses Brown and southern Highland
counties, approximately 634 square miles which includes eight villages and 26 townships. The
Career and Technical Center itself is located approximately 82 miles south of Columbus on U.S.
Route 68, 44 miles east of Cincinnati on U.S. Route 125, and 77 miles north of Lexington,
Kentucky on U.S. Route 68. This central position provides a strategic location for the future
development of business and industry.

In the years after the 2000 census, Brown County saw increases in housing starts. According to
estimates provided by the United States Census Bureau, housing units in 2010 and the
homeownership rate in 2005 to 2009 were 19,301 and 78.6 percent, respectfully. However, with
the current economic conditions, Brown County has had little recent growth in residential
construction.

Because of recent economic conditions, the current housing growth rates, and property values,
and market rates are significantly lower. Also, the continuing home foreclosure rates in the local
area will continue to have a tremendous impact on tax collections, local and State revenue for
this coming biennium, and the near foreseeable future.
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Tourism has improved and is growing in Brown County. The John Rankin House in Ripley was
the first stop on the “Underground Railroad” after crossing the Ohio River. It is now a State
memorial and is open to the public. In addition, the John P. Parker House located in Ripley is
listed as a National Historic Landmark by the National Park Service. Both historic buildings are
continuing to improve the tourism sector of the county’s economy. Other attractions in Brown
County include the Ulysses S. Grant home, Ohio Tobacco Museum, St. Martin’s Ursuline
Center, Grant Lake State Wildlife area, six covered bridges, many award winning wineries,
Washburn Log House, and the Ohio River.

Graduates of the Southern Hills Joint Vocational School District may seek local employment
with major industrial employers like the Ohio Veterans Home, Ohio Valley Manor, Cincinnati
Milacron, Health Source of Ohio, Holman Motors, DP&L, Duke Energy, Cahall Brother’s John
Deere, The Equipment Superstore, Stanley Works, ATW Ohio LLC, Highland District Hospital,
Mercy Hospital, various area nursing homes, and PCP Champion.

FINANCIAL TRENDS

The School District is currently on the transitional aid guarantee and is expecting to remain on
this funding status until enrollment and the new funding formula provides additional revenue.

FINANCIAL PLANNING AND POLICIES

The School District recently underwent a major renovation project costing a total $11,115,454.
A one-mill permanent improvement levy was earmarked for the renovation project as well as
construction projects, maintenance and equipment purchases done after the renovation
completion.

The School District acquired a $500,000 loan from the Ohio Department of Education that
helped finance the local share of the project for renovation. The School District was also able to
secure help from a federal Qualified Zone Academy Bond (QZAB), a program in which bond
holders receive a tax credit, rather than interest, for 12-15 years. Proceeds received from QZAB
during fiscal year 2008 were higher than expected and covered the local share of the renovation
project.

With the help of the QZAB proceeds, Southern Hills started a new Sports Medicine program that
was introduced in fiscal year 2009, and a half day Civil Engineering program in fiscal year 2010.
We also started a half day programming for a Bio-Technology program in fiscal year 2012. With
the new biennium and because of budgetary constraints and decreases in revenue, School District
expenses will have to be controlled. Another consideration is how the State will be funding
Career and Technical Education.

In the prior fiscal year, some significant costs that the School District was incurring were fees,
tools and uniforms for students who received free lunch. The State mandated that all School
Districts pick up these costs if they are part of the students’ full participation in their career
technology or educational program. A recent ruling now allows School Districts to charge fees
to free and reduced lunch students.
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MAJOR INITIATIVES

The School District is currently seeking ways to provide more efficient heating and cooling to its
building, for future cost saving measures. Current considerations include solar and geothermal
systems. A geothermal system was incorporated in the new shared district office building
decreasing operational cost significantly.

In addition, with enrollment declining in local school districts, Southern Hills is planning to
evaluate potential incoming enrollment, in order to begin adjusting programs to better reflect the
needs of our students. Culinary arts, a food science based program will exist in the vacated
machine trades lab. Beginning in fiscal year 2016 the Career Technical Center will begin to
offer Engineering at the Western Brown Local School District High School. This is a
manufacturing based program, following the Project Lead the Way curriculum. Southern Hills
also added an information technology program at Eastern Brown Local School District to service
7™ through 12" grade students. For adult learners, the Career Technical Center began an
advanced manufacturing program in January 2015. This is in conjunction with local
manufacturing companies as well as UC Clermont. The School District has articulation
agreements with local colleges to provide college credit for every secondary program.

AWARDS AND ACKNOWLEDGEMENTS

GFOA CERTIFICATE OF ACHIEVEMENT

The Government Finance Officers Association of the United States and Canada (GFOA)
awarded a Certificate of Achievement for Excellence in Financial Reporting to the Southern
Hills Joint VVocational School District for its comprehensive annual financial report for the fiscal
year ended June 30, 2014. This was the tenth year that the School District has received this
prestigious award. In order to be awarded a Certificate of Achievement, the School District must
publish an easily readable and efficiently organized Comprehensive Annual Financial Report
which conforms to program standards. Such a report must also satisfy both generally accepted
accounting principles and applicable legal requirements. The Certificate of Achievement is valid
for one year. We believe our current report continues to conform to the Certificate of
Achievement program requirements; thus, we are submitting it to the GFOA for review.

ASBO CERTIFICATE OF EXCELLENCE

The Association of School Business Officials (ASBO) International Certificate of Excellence is
awarded to those school districts who have voluntarily submitted their system’s Comprehensive
Annual Financial Report for review by an ASBO Panel of Review. This award certifies that the
Comprehensive Annual Financial Report substantially conforms to the principles and standards
of financial reporting as recommended and adopted by the Association of School Business
Officials. The Southern Hills Joint VVocational School District will also be submitting its tenth
CAFR for this award for the fiscal year ended June 30, 2015.



ACKNOWLEDGEMENTS

The publication of this report is a major step toward professionalizing the financial reporting of
the Southern Hills Joint Vocational School District. Appreciation is expressed to the Treasurer’s
staff: Paula Moore and Kari Barmes. A special thank-you is also extended to the Local
Government Services Section of the Office of the Auditor of State for their assistance in
preparing this year’s CAFR. Sincere gratitude goes to the Board of Education, where the
commitment to excellence begins.

Respectfully submitted,

Michael D. Boyd CPA, Treasurer
Southern Hills Joint Vocational School District
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INDEPENDENT AUDITOR’S REPORT
December 18, 2015

Southern Hills Joint Vocational School District
Brown County

9193 Hamer Road

Georgetown, OH 45121

To the Board of Education:
Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, each major fund, and the aggregate
remaining fund information of the Southern Hills Joint Vocational School District, Brown County, Ohio (the District), as
of and for the year ended June 30, 2015, and the related notes to the financial statements, which collectively comprise the
District’s basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for preparing and fairly presenting these financial statements in accordance with accounting
principles generally accepted in the United States of America; this includes designing, implementing, and maintaining
internal control relevant to preparing and fairly presenting financial statements that are free from material misstatement,
whether due to fraud or error.

Auditor's Responsibility

Our responsibility is to opine on these financial statements based on our audit. We audited in accordance with auditing
standards generally accepted in the United States of America and the financial audit standards in the Comptroller General of
the United States’ Government Auditing Standards. Those standards require us to plan and perform the audit to reasonably
assure the financial statements are free from material misstatement.

An audit requires obtaining evidence about financial statement amounts and disclosures. The procedures selected depend on
our judgment, including assessing the risks of material financial statement misstatement, whether due to fraud or error. In
assessing those risks, we consider internal control relevant to the District's preparation and fair presentation of the financial
statements in order to design audit procedures that are appropriate in the circumstances, but not to the extent needed to opine
on the effectiveness of the District's internal control. Accordingly, we express no opinion. An audit also includes evaluating
the appropriateness of management’s accounting policies and the reasonableness of their significant accounting estimates, as
well as our evaluation of the overall financial statement presentation.

We believe the audit evidence we obtained is sufficient and appropriate to support our audit opinions.

... “bringing more to the table”




Southern Hills Joint VVocational School District
Brown County

Independent Auditor’s Report

Page 2

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective financial
position of the governmental activities, each major fund, and the aggregate remaining fund information of the Southern Hills
Joint VVocational School District, Brown County, as of June 30, 2015, and the respective changes in financial position thereof
and the respective budgetary comparisons for the General and Ohio School Facilities Maintenance Funds thereof for the year
then ended in accordance with the accounting principles generally accepted in the United States of America.

Emphasis of Matter

As discussed in Note 3 to the financial statements, during the year ended June 30, 2015, the District adopted Governmental
Accounting Standard No. 68, Accounting and Financial Reporting for Pensions — an amendment of GASB Statement No. 27
and Statement No. 71, Pension Transition for Contributions Made Subsequent to the Measurement Date. We did not modify
our opinion regarding this matter.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require this presentation to include Management’s
discussion and analysis and schedules of net pension liabilities and pension contributions, listed in the table of contents, to
supplement the basic financial statements. Although this information is not part of the basic financial statements, the
Governmental Accounting Standards Board considers it essential for placing the basic financial statements in an appropriate
operational, economic, or historical context. We applied certain limited procedures to the required supplementary information
in accordance with auditing standards generally accepted in the United States of America, consisting of inquiries of
management about the methods of preparing the information and comparing the information for consistency with
management’s responses to our inquiries, to the basic financial statements, and other knowledge we obtained during our audit
of the basic financial statements. We do not opine or provide any assurance on the information because the limited
procedures do not provide us with sufficient evidence to opine or provide any other assurance.

Supplementary and Other Information
Our audit was conducted to opine on the District’s basic financial statements taken as a whole.

The introductory section, the financial section’s combining statements, individual fund statements and schedules and the
statistical section information present additional analysis and are not a required part of the basic financial statements.

The statements and schedules are management’s responsibility, and derive from and relates directly to the underlying
accounting and other records used to prepare the basic financial statements. We subjected these statements and schedules to
the auditing procedures we applied to the basic financial statements. We also applied certain additional procedures, including
comparing and reconciling statements and schedules directly to the underlying accounting and other records used to prepare
the basic financial statements or to the basic financial statements themselves in accordance with auditing standards generally
accepted in the United States of America. In our opinion, these statements and schedules are fairly stated in all material
respects in relation to the basic financial statements taken as a whole.

We did not subject the introductory section and statistical section information to the auditing procedures applied in the audit
of the basic financial statements and, accordingly, we express no opinion or any other assurance on them.
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Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated December 18, 2015, 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. That report describes the scope of our internal control
testing over financial reporting and compliance, and the results of that testing, and does not opine on internal control over
financial reporting or on compliance. That report is an integral part of an audit performed in accordance with Government
Auditing Standards in considering the District’s internal control over financial reporting and compliance.

f%/mwd// .

Perry and Associates
Certified Public Accountants, A.C.
Marietta, Ohio
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Southern Hills Joint Vocational School District
Management’s Discussion and Analysis
For the Fiscal Year Ended June 30, 2015
Unaudited

As management of the Southern Hills Joint VVocational School District, we offer readers of the
School District’s financial statements this narrative overview and analysis of the financial activities
for the fiscal year ended June 30, 2015. We encourage readers to consider the information presented
here, in conjunction with additional information we have provided in the financial statements and the
notes to the financial statements to enhance their understanding of the School District’s financial
performance.

This discussion and analysis of Southern Hills Joint Vocational School District’s financial
performance is intended to serve as an introduction to the School District’s basic financial
statements, and provides an overall review of the School District’s financial activities for the fiscal
year ended June 30, 2015. The Southern Hills Joint Vocational School District’s basic financial
statements comprise three components: 1) government-wide financial statements, 2) fund financial
statements, and 3) notes to the financial statements.

Financial Highlights

e In fiscal year 2015, the School District continued to see increases in enrollment in adult
programs from the completion of the new building projects finished in fiscal year 2014.

e The School District also contracted out computer technical services.
Using the Basic Financial Statements

This report consists of a series of financial statements and notes to those statements. These
statements are organized so the reader can understand Southern Hills Joint VVocational School
District as a financial whole, an entire operating entity.

The Statement of Net Position and the Statement of Activities provide information about the activities
of the whole School District, presenting both an aggregate view of the School District’s finances and
a longer-term view of those finances. Fund financial statements provide the next level of detail. For
governmental activities, 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
major funds with all other nonmajor funds presented in total in one column. The major funds for the
Southern Hills Joint VVocational School District are the General Fund, the Ohio School Facilities
Maintenance Special Revenue Fund, and the Permanent Improvement Capital Projects Funds.

Reporting the School District as a Whole

One of the most important questions asked about the School District is “How did we do financially
during fiscal year 2015?” The Statement of Net Position and the Statement of Activities, which
appear first in the School District’s financial statements, report information on the School District as
a whole and its activities in a way that helps answer this question.
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These statements include all assets and deferred outflows of resources and liabilities and deferred
inflows of resources using the accrual basis of accounting, which is similar to the accounting used
by most private-sector companies. This basis of accounting takes into account all of the current
fiscal year’s revenues and expenses regardless of when cash is received or paid.

These two statements report the School District’s net position and changes in net position. This
change in net position 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. However, the School
District’s goal is to provide services to students, not to generate profits as commercial entities do.
One must consider many other non-financial factors, such as the School District’s property tax base,
current property tax laws in Ohio restricting revenue growth, required educational programs and
other factors.

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

The analysis of the School District’s major funds begins on page 11. Fund financial reports provide
detailed information about the School District’s major funds. The School District uses many funds
to account for a multitude of financial transactions. However, these fund financial statements focus
on the School District’s major funds.

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 an accounting method called
modified accrual accounting, which measures cash and all other financial assets that can readily be
converted to cash. The governmental fund statements provide a detailed short-term view of the
School District’s general government operations and the basic services it provides. Governmental
fund information helps determine whether there are more or fewer financial resources that can be
spent in the near future to finance educational programs. The relationship (or difference) between
governmental activities (reported in the Statement of Net Position and the Statement of Activities)
and governmental funds is reconciled in the financial statements.

Fiduciary Funds — The School District’s fiduciary funds consist of an agency fund and a private
purpose trust fund. We exclude these activities from the School District’s other financial statements
because the School District cannot use these assets to finance its operations. Agency funds are
custodial in nature (assets equal liabilities) and do not involve measurement of results of operations.
Fiduciary funds use the accrual basis of accounting.

The School District as a Whole

Recall that the Statement of Net Position provides the perspective of the School District as a whole.
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Table 1 provides a summary of the School District’s net position for fiscal years 2015 and 2014:

(Table 1)
Net Position
Governmental Activities
Restated
2015 2014 Change
Assets
Current and Other Assets $11,933,709 $11,046,876 $886,833
Capital Assets, Net 14,363,162 14,923,218 (560,056)
Total Assets 26,296,871 25,970,094 326,777
Deferred Outflows of Resources
Pension 456,556 369,667 86,889
Liabilities
Current and Other Liabilities 496,967 518,981 (22,014)
Long-Term Liabilities 10,450,029 12,054,675 (1,604,646)
Total Liabilities 10,946,996 12,573,656 (1,626,660)
Deferred Inflows of Resources
Property Taxes 1,627,985 1,744,834 (116,849)
Pension 1,120,435 0 1,120,435
Total Deferred Inflows of Resources 2,748,420 1,744,834 1,003,586
Net Position
Net Investment in Capital Assets 10,433,001 10,799,227 (366,226)
Restricted 4,414,136 3,652,368 761,768
Unrestricted (1,789,126) (2,430,324) 641,198
Total Net Position $13,058,011 $12,021,271 $1,036,740

During 2015, the School District adopted GASB Statement 68, “Accounting and Financial Reporting
for Pensions—an Amendment of GASB Statement 27,” which significantly revises accounting for
pension costs and liabilities. For reasons discussed below, many end users of this financial statement
will gain a clearer understanding of the School District’s actual financial condition by adding
deferred inflows related to pension and the net pension liability to the reported net position and
subtracting deferred outflows related to pension.
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Governmental Accounting Standards Board standards are national and apply to all government
financial reports prepared in accordance with generally accepted accounting principles. When
accounting for pension costs, GASB 27 focused on a funding approach. This approach limited
pension costs to contributions annually required by law, which may or may not be sufficient to fully
fund each plan’s net pension liability. GASB 68 takes an earnings approach to pension accounting;
however, the nature of Ohio’s statewide pension systems and state law governing those systems
requires additional explanation in order to properly understand the information presented in these
statements.

Under the new standards required by GASB 68, the net pension liability equals the School District’s
proportionate share of each plan’s collective:

1. Present value of estimated future pension benefits attributable to active and inactive
employees’ past service.
2. Minus plan assets available to pay these benefits.

GASB notes that pension obligations, whether funded or unfunded, are part of the “employment
exchange” —that is, the employee is trading his or her labor in exchange for wages, benefits, and the
promise of a future pension. GASB noted that the unfunded portion of this pension promise is a
present obligation of the government, part of a bargained-for benefit to the employee, and should
accordingly be reported by the government as a liability since they received the benefit of the
exchange. However, the School District is not responsible for certain key factors affecting the
balance of this liability. In Ohio, the employee shares the obligation of funding pension benefits with
the employer. Both employer and employee contribution rates are capped by State statute. A change
in these caps requires action of both Houses of the General Assembly and approval of the Governor.
Benefit provisions are also determined by State statute. The employee enters the employment
exchange with the knowledge that the employer’s promise is limited not by contract but by law. The
employer enters the exchange also knowing that there is a specific, legal limit to its contribution to
the pension system. In Ohio, there is no legal means to enforce the unfunded liability of the pension
system as against the public employer. State law operates to mitigate/lessen the moral obligation of
the public employer to the employee, because all parties enter the employment exchange with notice
as to the law. The pension system is responsible for the administration of the plan.

Most long-term liabilities have set repayment schedules or, in the case of compensated absences (i.e.
sick and vacation leave), are satisfied through paid time-off or termination payments. There is no
repayment schedule for the net pension liability. As explained above, changes in pension benefits,
contribution rates, and return on investments affect the balance of the net pension liability, but are
outside the control of the local government. In the event that contributions, investment returns, and
other changes are insufficient to keep up with required pension payments, State statute does not
assign/identify the responsible party for the unfunded portion. Due to the unique nature of how the
net pension liability is satisfied, this liability is separately identified within the long-term liability
section of the statement of net position.
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In accordance with GASB 68, the School District’s statements prepared on an accrual basis of
accounting include an annual pension expense for their proportionate share of each plan’s change in
net pension liability not accounted for as deferred inflows/outflows.

As a result of implementing GASB 68, the School District is reporting a net pension liability and
deferred inflows/outflows of resources related to pension on the accrual basis of accounting. This
implementation also had the effect of restating net position at June 30, 2014, from $19,035,726 to
$12,021,271.

Current and Other Assets increased $886,833, due mainly to an increase in Equity in Pooled Cash
and Cash Equivalents of $910,569. Capital Assets, Net decreased $560,056, due primarily to
depreciation exceeding additions.

Long-Term Liabilities decreased due to payments on long-term debt. Restricted Net Position
increased mainly from capital grants for building renovations.

Table 2 shows the changes in net position for fiscal years 2015 and 2014.

(Table 2)
Changes in Net Position

Governmental  Governmental

Activities Activities
2015 2014 Change

Revenues
Program Revenues:

Charges for Services and Sales $577,595 $441,371 $136,224

Operating Grants, Contributions and Interest 1,244,896 1,204,230 40,666

Total Program Revenues 1,822,491 1,645,601 176,890
General Revenues:

Property Taxes 2,474,461 2,430,975 43,486

Grants and Entitlements not

Restricted to Specific Programs 2,975,484 2,610,795 364,689

Investment Earnings 88,813 78,205 10,608

Contributions and Donations 50 0 50

Miscellaneous 15,457 22,822 (7,365)
Total General Revenues 5,554,265 5,142,797 411,468
Total Revenues $7,376,756 $6,788,398 $588,358

continued
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(Table 2)
Changes in Net Assets
(continued)

Governmental ~ Governmental

Activities Activities
2015 2014 Change
Program Expenses
Instruction:

Regular $169,307 $163,092 $6,215

Special 4,415 4,379 36

Vocational 3,330,919 3,724,006 (393,087)

Adult/Continuing 116,371 111,592 4,779
Support Services:

Pupils 516,671 516,380 291

Instructional Staff 154,233 39,359 114,874

Board of Education 80,301 70,225 10,076

Administration 599,256 620,411 (21,155)

Fiscal 397,667 394,736 2,931

Business 5,156 5,376 (220)

Operation and Maintenance of Plant 554,457 562,140 (7,683)

Pupil Transportation 42,859 40,019 2,840

Central 28,544 41,146 (12,602)
Operation of Non-Instructional Services:

Food Service Operations 262,717 222,200 40,517
Extracurricular Activities 10,472 8,167 2,305
Interest and Fiscal Charges 66,671 83,373 (16,702)
Total Expenses 6,340,016 6,606,601 (266,585)
Change in Net Position 1,036,740 181,797 $854,943
Net Position at Beginning of Year 12,021,271 n/a
Net Position at End of Year $13,058,011 $12,021,271

The information necessary to restate the 2014 beginning balances and the 2014 pension expense
amounts for the effects of the initial implementation of GASB 68 is not available. Therefore, 2014
functional expenses still include pension expense of $369,667 computed under GASB 27. GASB 27
required recognizing pension expense equal to the contractually required contributions to the plan.
Under GASB 68, pension expense represents additional amounts earned, adjusted by deferred
inflows/outflows. The contractually required contribution is no longer a component of pension
expense. Under GASB 68, the 2015 statements report pension expense of $264,273. Consequently,
in order to compare 2015 total program expenses to 2014, the following adjustments are needed:

10
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Total 2015 program expenses under GASB 68 $6,340,016
Pension expense under GASB 68 (264,273)
2015 contractually required contribution 398,166
Adjusted 2015 program expenses 6,473,909
Total 2014 program expenses under GASB 27 6,606,601
Change in program expenses not related to pension ($132,692)

The statement of activities shows the cost of program services and the charges for services and sales,
and operating grants, contributions and interest.

Charges for Services and Sales increased $136,224 due to an increase in adult program participation
and a contract for computer tech services. Grants and Entitlements not Restricted to Specific
Programs increased $364,689 due to an increase in foundation funding.

Program expenses decreased $266,585 primarily due to materials purchased in 2014 for new
classrooms after the completion of the new building facility.

Governmental Activities

Grants and Entitlements made up 54 percent of general revenues for governmental activities of the
Southern Hills Joint VVocational School District for fiscal year 2015. It is very common for these
monies to make up the majority of revenues in low property wealth districts that rely on State
revenue to support its daily operations.

As should be expected, instruction costs represent the largest of the School District’s expenses for
fiscal year 2015. Support Services expenses make up 37.5 percent of governmental expenses.
Support Services provide a key role in meeting the needs of our students, tutoring to transportation,
on-line testing to guidance and maintenance, and assisting our staff in providing an educational
process that ranks us near the top of joint vocational school districts’ Ohio Department of Education
Secondary Workforce Development Report Card in providing education to career technology
students.

The School District’s Funds

Information about the School District’s major funds starts on page 16. These funds are accounted
for using the modified accrual basis of accounting. All governmental funds had total revenues of
$7,395,966 and expenditures of $6,376,014. The General Fund had an increase of $532,217, due to
revenues exceeding expenditures. The Ohio School Facilities Maintenance Special Revenue Fund
had an increase of $92,891, due to property tax revenues exceeding expenditures. The Permanent
Improvement Capital Projects Fund had an increase of $145,663, primarily due to a decrease in
vocational instruction and capital outlay.

11
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General Fund - Budget 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 2015, the School District revised its budget as it attempted to deal
with unexpected changes in revenues and expenditures. A summary of the General Fund original
and final budgeted amounts is listed on page 20, as well as the actual amounts. A variance
comparison is presented between the final budgeted amount and the actual amounts.

For the General Fund, the original budget basis revenues were $5,301,019, with a final budget
estimate of $5,466,316, a difference of $165,297 due mainly to a large increase in intergovernmental
revenue offset by a decrease in property taxes. There was a $22,694 variance between the final
budget and actual budget basis revenues.

Original budget basis expenditures and carryover encumbrances for the General Fund were
$5,448,163 and final budget basis expenditures and carryover encumbrances were $5,495,472, a
difference of $47,309. The increase in estimated expenditures wa