MADISON LOCAL SCHOOL DISTRICT
BUTLER COUNTY, OHIO

GENERAL-PURPOSE FINANCIAL
STATEMENTSAND
SINGLE AUDIT REPORTS

for the year ended June 30, 2000

Issued by:
William L. Richardson, Treasurer



STATE OF OHIO 88 East Broad Street

P.O. Box 1140
OFFICE OF THE AUDITOR Columbus, Ohio 43216-1140
JiM PETRO, AUDITOR OF STATE Telephone 614-466-4514

800-282-0370

Facsimile 614-466-4490
www.auditor.state.oh.us

The Honorable Members of the Board of Education
Madison Local School District

601 Hill St.

Middletown, OH 45406

We have reviewed the independent auditor's report of the Madison Local School District, Butler
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State, regulations and grant requirements. The Madison Local School District is responsible for
compliance with these laws and regulations.
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INDEPENDENT AUDITORS REPORT

The Honorable Members of the Board of Education
Madison Loca School District

We have audited the accompanying general-purpose financial statements of the Madison Local School
District (the District), as of and for the year ended June 30, 2000, as listed in the table of contents. These
general-purpose financial statements are the responsibility of the District’s management. Our responsibility
is to express an opinion on these general-purpose financial statements based on our audit.

We conducted our audit in accordance with generdly accepted auditing standards and the standards
gpplicable to financial audits contained in Government Auditing Sandards, issued by the Comptroller Generd
of the United States. Those standards require that we plan and perform the audit to obtain reasonableness
assurance about whether the general-purpose financial statements are free of material misstatement. An audit
includes examining, on a test basis, evidence supporting the amounts and disclosures in the genera-purpose
financial statement. An audit also includes assessing the accounting principles used and significant estimates
made by management, as well as evaluating the overall general-purpose financial statement presentation. We
believe that our audit provides a reasonable basis for our opinion.

In our opinion, the general-purpose financial statements referred to above present fairly, in al material
respects, the financia position of the District, as of June 30, 2000, and the results of its operations and the
cash flows of its proprietary fund types for the year then ended in conformity with generally accepted
accounting principles.

In accordance with Government Auditing Standards, we have also issued our report dated October 20, 2000
on our consideration of the District’s internal control over financial reporting and our tests of its compliance
with certain provisions of laws, regulations, contracts, and grants. That report is an integral part of an audit
performed in accordance with Government Auditing Standards and should be read in conjunction with this
report in considering the results of our audit.

Our audit was performed for the purpose of forming an opinion on the general-purpose financial statements
of the District taken as a whole. The accompanying schedule of 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 Sates, Local Governments, and Non-Profit Organizations and is not a required part of the general-
purpose financial statements and, in our opinion is farly stated, in dl materia respects, in relation to the
genera-purpose financial statements taken as awhole.
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Cincinnati, Ohio
October 20, 2000



Madison Local School District
Combined Balance Sheet

June 30, 2000

Governmental Fund Types

All Fund Types and Account Groups

Special Debt Capital
General Revenue Service Projects
Assetsand Other Debits
Equity in pooled cash and investments $ 820,245 $77,742 $13168  $10,532,080
Taxesreceivable 3,202,585 - 757,785 -
Intergovrnmental - 19,386 - -
Prepaid items 6,664 - - -
Materials and supplies inventory 11,787 - - -
Restricted assets:
Equity in pooled cash and investments 136,538 - - -
Fixed assets (net of accumulated depreciation
where applicable) - - - -
Amount available in debt service for
the retirement of general obligations - - - -
Amount to be provided from
general government resources - - - -
Total assets and other debits $4.177.819 $97,128 $770953  $10,532,080
Liabilities
Accounts payable $ 7523 $3017 $ - $ 470115
Accrued wages and benefits 764,018 29,596 - -
Dueto students and other groups - - - -
Compensated absences payable 13,592 - - -
Accrued interest payable - - - 53,000
Loan payable - - - -
General obligation bonds payable - - - -
Bond anticipation notes payable - - - 2,770,000
Deferred revenue 2,690,345 - 757,785 -
Totd liabilities 3475478 32,613 757,785 3,293,115
Equity and Other Credits
Investment in general fixed assets - - - -
Retained earnings, unreserved - - - -
Fund balances:
Reserved for encumbrances 530 10,563 - 9,086,023
Reserved for inventory 11,787 - - -
Reserved for prepaid items 6,664 - - -
Reserved for property taxes 260,539 - - -
Reserved for debt service - - 13,168 -
Reserved for budget stabilization 136,538 - - -
Designated for textbooks and instructional materials 564 - - -
Designated for capital improvements 230 - - -
Unreserved-undesignated 285439 53952 - (1.847,058)
Total equity and other credits 702,341 64,515 13,168 7,238,965
Total liabilities, equity and other credits $4.177.819 $97,128 $770953  $10,532.080

See accompanying notes to the general -purpose financial statements.



Proprietary Fiduciary
Fund Types Fund Types
Trust
and
Enterprise Agency
$146,354 $114,195
70,621 -
$216.975 $114.195
$ 25 $ 10,655
45,317 -
- 40,717
M5 -
46,487 51,372
170,488
- 1,243
- 61,580
170,488 62,823
$216.975 $114,195

Account Groups

Genera Genera
Fixed Long-Term
Assets Obligations
$ - $ -
8,721,819 -
- 13,168
- 10,564,568
$8,721,819 $10,577,736
$ - $ -
- 83,164
- 494572
- 10,000,000
- 10,577,736
8,721,819 -
8,721,819 -
$8,721,819 $10,577.736

Totals
(Memorandum

Only)

$11,703,784
3,960,370
19,386
6,664
11,787
136,538
8,792,440
13,168

10,564,568

$35,208,705

$ 491535
838,931
40,717
97,701
53,000
494,572
10,000,000
2,770,000
3.448,130

18,234,586

8,721,819
170,488

9,098,409
11,787
6,664
260,539
13,168
136,538
564

230
1.446,087)

16,974,119

$35,208,705



Madison Local School District
Combined Statement of Revenues, Expenditures and Changesin Fund Balances

All Governmental Fund Types and Expendable Trust Funds
for the year ended June 30, 2000

Revenues:

Taxes

Intergovernmental
Tuition and fees
Earnings on investments
Extracurricular activities
Miscellaneous

Total revenues

Expenditures:

Current:

Instruction:
Regular
Special
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:

Interest and fiscal charges
Principal retirement

Total expenditures

Excess of revenues over
(under) expenditures

Other Financing Sour ces (uses):
Refund of prior year expenditures
Proceeds from sale of notes
Proceeds from sale of bonds
Operating transfers-in

Operating transfers-out

Total other financing sources (uses)

Excess of revenues and other
financing sources over (under)

expenditures and other financing useg(148,304)

Fund balances, beginning of year
Fund balances, end of year

Fiduciary
Governmental Fund Types Fund Types Total
Special Debt Capital Expendable (Memorandum
General Revenue Service Projects Trust Only)
$2,989,547 $ - $ 381,389 $ - $ - $3,370,936
5,046,727 284,306 35,266 101,820 - 5,468,119
64,155 - - - - 64,155
75,064 - - 542,918 - 617,982
- 171,632 - - - 171,632
28,188 11,366 - - - 39,554
8,203,681 467,304 416,655 644,738 - 9,732,378
4,151,727 116,528 - 30,425 170 4,298,850
447,778 93,809 - - - 541,587
1,400 10,000 - - 9,714 21,114
424,062 1,850 - - - 425,912
408,543 77,047 - - - 485,590
22,645 - - - - 22,645
772,570 1,370 - - - 773,940
229,124 - - - - 229,124
149,290 - - - - 149,290
809,027 5,951 - 102,561 - 917,539
537,034 - - - - 537,034
135,689 294 - - - 135,983
164,352 174,829 - - 11,526 350,707
- - - 3,253,607 - 3,253,607
- - 550,410 53,000 - 603,410
- - 10,065,442 - - 10,065,442
8,253,241 481,678 _ 10,615,852 3,439,593 21,410 22,811,774
(49,560) (14,374) (10,199,197) (2,794,855) (21,410) (13,079,396)
634 793 - - - 1,427
- - - 10,000,000 - 10,000,000
- - 10,000,000 - - 10,000,000
31,602 11,775 204,264 146,480 - 394,121
(130,980) (42,877) - (220,264) - (394,121)
(98,744) (30,309) 10,204,264 9,926,216 - 20,001,427
(44,683) 5,067 7,131,361 (21,410) 6,922,031
850,645 109,198 8,101 107,604 84,233 1,159,781
$ 702,341 $ 64515 $ 13168 $ 7.238.965 $ 62,823 $ 8,081,812

See accompanying notes to the general-purpose financial statements.




Madison L ocal School District
Combined Statement of Revenues, Expendituresand Changesin Fund Balances
Budget and Actual (Non-GAAP Budgetary Basis) All Governmental Fund Types
for theyear ended June 30, 2000

General Fund Special Revenue Funds
Variance Variance
Revised Favorable Revised Favorable
Revenues: Budget Actual (Unfavorable) Budget Actual (Unfavorable)
Taxes $3,286,718 $2,995,337 $(291,381) $ - $ - $ -
Intergovernmental 5,061,932 5,046,727 (15,205) 296,272 296,272 -
Tuition and fees 64,155 64,155 - - - -
Earnings on investments 75,064 75,064 - - - -
Extracurricular activities - - - 171,632 171,632 -
Miscellaneous 28,188 28,188 - 11,366 11,366 -
Total revenues 8,516,057 8,209,471 (306,586) 479,270 479,270 -
Expenditures:
Current:
Instruction:
Regular 4,200,000 4,084,211 115,789 121,859 116,528 5,331
Special 453,284 437,054 16,230 100,000 93,846 6,154
Other 1,400 1,400 - 10,000 10,000 -
Support services:
Pupils 450,952 415,049 35,903 1,850 1,850 -
Instructional staff 448,205 405,533 42,672 78,000 77,092 908
Board of education 36,517 23,405 13,112 - - -
Administration 750,000 749,464 536 4,070 1,370 2,700
Fiscal 224,000 223,403 597 - - -
Business 150,000 149,510 490 - - -
Operation and maintenance of plant 941,180 794,099 147,081 10,000 5,951 4,049
Pupil transportation 530,000 529,723 277 - - -
Central 146,189 135,689 10,500 300 294 6
Extracurricular activities 207,662 163,424 44,238 200,000 182,469 17,531
Capital outlay - - - - - -
Debt Service:
Principal retirement - - - - - -
Interest and fiscal charges - - - - - -
Total expenditures 8,539,389 8,111,964 427,425 526,079 489,400 36,679
Excess of revenues over (under)
expenditures (23,332) 97,507 120,839 (46,809) (10,130) 36,679

Other Financing Sour ces (uses):
Refund of prior year expenditures 634 634 - 793 793 -
Proceeds from sale of bonds - - - - - -
Proceeds from sale of notes - - - -
Operating transfersin 31,602 31,602 - 11,775 11,775

Operating transfers out (130,980) (130,980) - (42,877) (42,877) -
Total other financing sources (uses) _ (98,744) (98,744) - (30,309) (130.309) -

Excess of revenues and other
financing sources over (under)

expenditures and other financing used22,076) (1,237) 120,839 (77,118) (40,439) 36,679
Fund balances, beginning of year 783,708 785,516 1,808 90,996 90,996 -
Prior year encumbrances appropriated _171,924 171,924 - 16,622 16,622 -
Fund balances, end of year $833,556 $956,203 $122.647 $30,500 $67,179 $36.679

See accompanying notes to the general -purpose financial statements.



Debt Service Fund

Capital Projects Fund

Totals (Memorandum Only)

Variance Variance Variance
Revised Favorable Revised Favorable Revised Favorable
Budget Actual (Unfavorable) Budget Actual (Unfavorable) Budget Actual (Unfavorable)
$ 381,389 $ 381,389 $ - $ - $ - $ - $ 3,668,107 $3,376,726 $(291,381)
35,266 35,266 - 88,767 101,820 13,053 5,482,237 5,480,085 (2,152)
- - - - - - 64,155 64,155 -
- - - 542,918 542,918 - 617,982 617,982 -
- - - - - - 171,632 171,632 -
- - - - - - 39,554 39,554 -
416,655 416,655 - 631,685 644,738 13,053 10,043,667 9,750,134 (293,533)
- - - 30,425 30,425 - 4,352,284 4,231,164 121,120
- - - - - - 553,284 530,900 22,384
- - - - - - 11,400 11,400 -
- - - - - - 452,802 416,899 35,903
- - - - - - 526,205 482,625 43,580
- - - - - - 36,517 23,405 13,112
- - - - - - 754,070 750,834 3,236
- - - - - - 224,000 223,403 597
- - - - - - 150,000 149,510 490
- - - 102,561 102,561 - 1,053,741 902,611 151,130
- - - - - - 530,000 529,723 277
- - - - - - 146,489 135,983 10,506
- - - - - - 407,662 345,893 61,769
- - - 11,765,421 11,869,515 (104,094) 11,765,421 11,869,515 (104,094)
10,065,442 10,065,442 - - - - 10,065,442 10,065,442 -
555,730 550,410 5,320 - - - 555,730 550,410 5,320
10,621,172 10.615.852 5,320 11,898,407 12,002,501 (104.094) 31,585,047 31,219.717 365,330
(10,204,517) (10,199,197) 5,320 (11,266,722) (11,357,763) (91,041) (21,541,380) (21,469,583) 71,797
- - - - - - 1,427 1,427 -
10,000,000 10,000,000 - - - - 10,000,000 10,000,000 -
- - - 12,770,000 12,770,000 - 12,770,000 12,770,000 -
204,264 204,264 - 146,480 146,480 - 394,121 394,121 -
- - - (220.264) (220.264) - (394.121) (394,121) -
10,204,264 10,204,264 - 12,696,216 12,696,216 - 22,771,427 22,771,427 -
(253) 5,067 5,320 1,429,494 1,338,453 (91,041) 1,230,047 1,301,844 71,797
8,101 8,101 - 42,248 42,248 - 925,053 926,861 1,808
- - - 65,356 65,356 - 253,902 253,902 -
$ 7848 $ 13168 $ 5,320 $ 1537,098 $1.446,057 $ (91.041) $ 2,409,002 $ 2,482,607 $ 73,605




Madison L ocal School District

Combined Statement of Revenues, Expenses and Changesin Retained Earnings
All Proprietary Fund Types
for theyear ended June 30, 2000

Proprietary Fund Type

Enterprise
Operating revenues.
Sdes $350,100
Other operating revenues 46,708
Total operating revenue 396.808
Operating expenses.
Salaries 202,232
Fringe benefits 55,165
Purchased services 9,445
Materials and supplies 176,659
Depreciation 11513
Total operating expenses 455,014
Operating loss (58.206)
Non-Oper ating revenues:
Earnings on investments 1,936
Operating grants 89,971
Total non-operating revenues 91,907
Net loss 33,701
Retained ear nings, beginning of year 136,787
Retained earnings, end of year $170.488

See accompanying notes to the general-purpose financial statements.



Madison Local School District
Combined Statement of Cash Flows
All Proprietary Fund Types
for theyear ended June 30, 1999

Proprietary Fund Type

Cash flows from operating activities: Enterprise

Cash received from customers 396,808

Cash payments to suppliers for goods and services (185,879)

Cash payments to employees for services (184,858)

Cash payments for employee benefits (55,069)
Net cash used for operating activities (28,998)

Cash flows from noncapital financing activities:

Operating grants received 102,280

Earnings on investments 1,936
Net cash provided from noncapital training activities 104,216

Cash flows from capital and related financing activities:

Payments for capital acquisitions 11,547)
Net cash used for capital and related financing activities 11,547)
Net increase in cash and cash equivalents 63,671

Cash and cash equivalents at beginning of year 82,683

Cash and cash equivalents at end of year $146,354

Reconciliation of operating lossto net cash

used for operating activities:

Operating loss $ (58,206)

Adjustmentsto reconcile operating

loss to net cash used for operating activities:

Depreciation expense 11,513

Changes in assets and liabilities:

Increase in accrued wages 17,374

Increase in accounts payable 225

Increase in compensated absences payable 96
Net cash used for operating activities $(28,998)

See accompanying notes to the general-purpose financial statements.




Madison Local School District
Notesto the General-Purpose Financial Statements
for the year ended June 30, 2000

NOTE A - DESCRIPTION OF THE DISTRICT

Madison Local School District (District) was chartered by the Ohio State Legidature by sate laws
enacted to create local Boards of Education. Today, the Digtrict operates under current standards
prescribed by the Ohio State Board of Education as provided in divison (D) of Section 3301.07 and
Section 119.01 of the Ohio Revised Code.

The Didrict operates under a localy eected five member Board form of government and provides
educationa services as authorized by its charter or further mandated by state and/or federal agencies.
This Board controls the Didtrict's instructional and support facilities staffed by 81 non-certificated
personnel and 101 certificated full time teaching and adminidrative personnel to provide services
to students and other community members.

NOTE B - SUMMARY OF SSIGNIFICANT ACCOUNTING POLICIES

The financid statements of the Didrict have been prepared in conformity with generally accepted
accounting principds (GAAP) as applied to governmental units.  The Governmental Accounting
Standards Board (GASB) is the accepted standard setting body for establishing governmenta
accounting and finandal reporting principas.  The Didrict's ggnificant accounting policies are
described below.

THE REPORTING ENTITY

For financid reporting purposes, the Didrict's financia statements include al funds and account
groups, and component units for which the Didrict is finandaly accountable based upon criteria
st forth in GASB Statement 14. Generdly, component units are legally separate organizations for
which the elected offidds of the primary government (i.e. the Didrict) are financialy accountable.
The Didtrict would consder an organization to be a component unit if:

1. The Didrict appoints a vating mgority of the organization’s governing body AND (@) is able
to impose its will on that organization or (b) there is a potential for the organization to
provide specific financid burdens on the Didtrict; or

2. Theorganization isfiscaly dependent upon the Didtrict; or

3. The nature of the reaionship between the Didrict and the organization is such that the
excluson from the financid reporting entity would render the financid dtatements of the
Didrict mideading.



The fdlowing organizations are not pat of the Didrict entity and are excluded from the
accompanying financid satements:

Madison Township - This government is a separate body palitic and corporate. Trustees are
elected independent of any Didrict relationships, and administer the provisions of traditiona
township services.

BAS SOF PRESENTATION - FUND ACCOUNTING

The accounts of the Didrict are maintained on the basis of fund and account groups, each of which
is consgdered a separate accounting entity.  The operation of each fund is accounted for within a
separate set of sdf-baancing accounts that comprise its assets, liabilities, fund equity, revenues, and
expenditures or expenses, as appropriate. The following fund types and account groups are used by
the Didrict:

Governmental Funds - Governmentd funds are those through which most governmenta functions
of the Didrict are financed. The acquistion, use and balances of the Didtrict's expendable financiad
resources and the related ligbilities (except for those accounted for in proprietary funds) are
accounted for through governmental funds. The following are the Didrict's Governmental Fund

Types.

General Fund

The General Fund is the genera operating fund of the Didrict and is used to account for all
financia resources except those required to be accounted for in another fund.

Special Revenue Funds

Specia Revenue Funds are used to account for the proceeds of specific revenue sources (other
than expendable trust, or mgor capitd projects) that are legdly restricted to expenditures for

specified purposes.
Debt Service Fund

The Debt Service Fund is used to account for the accumulation of resources for, and the payment
of, general long-term debt principd and interest and related costs;, and for the payment of
interest on generd obligation notes payable, as required by Ohio law.

Capital Projects Funds

Capitd Projects Funds are used to account for financid resources to be used for the acquisition
or congtruction of major capita facilities (other than those financed by Proprietary Funds).
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Proprigtary Funds - Proprietary Funds are used to account for the Didrict's ongoing activities
which are dmilar to those most often found in the private sector.  The following are the Didtrict's
Proprietary Fund Types.

Enterprise Funds

Enterprise Funds are used to account for operations (a) that are financed and operated in a
manner dmilar to private busness enterprises--where the intent of the governing body is that
the cost (expenses, including depreciation) of providing goods or services to the generd public
on a continuing basis be financed or recovered primarily through user charges; or (b) where the
governing body has decided that periodic determination or revenues earned, expenses incurred,
and /or net income is appropriate for capital maintenance, public policy, management control,
accountability or other purposes.

Fiduciary Funds - Fiduciary Funds are used to account for the assets held by the Didrict in a trustee
capacity or as an agent for individuds, private organizations, other governmental units and/or other
funds. These include Expendable Trust, Non-expendable Trust and Agency Funds. Expendable
Trust Funds are accounted for in essentidly the same manner as governmenta funds. The Didtrict
has no Non-expendable Trust Funds. Agency Funds are custodid in nature (assets equd liabilities)
and do not involve measurement of results of operations.

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

General Fixed Assets Account Group

This group of account is established to account for all fixed assets of the Didtrict, other than
those accounted for in Proprietary Funds.

General Long-Term Obligations Account Group

This group of account is established to account for dl long-term obligations of the Didtrict,
except those accounted for in Proprietary Funds.

MEASUREMENT FOCUSBAS SOF ACCOUNTING
Measurement Focus:. Governmentd Fund Types and Expendable Trust Funds are accounted for
on a spending or "finandd flow" measurement focus. Governmental Fund types and Expendable

Trust Funds operating statements represent increases and decreases in net current assets. Their
reported fund balances are considered a measure of available spendable resources.
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Proprietary Fund Types are accounted for on a cost of services, or "capitad maintenance,"
messurement focus. Proprietary Fund Types income statements represent increases and decreases
in net total assets.

Basis of Accounting: The modified accrud bass of accounting is followed for Governmenta
Expendable Trust and Agency Funds. Under this basis of accounting revenues are recognized when
they become both measurable and available to finance expenditures for the current period, which
for the Didrict is 60 days after fiscd year end. Revenue accrued at the end of the fiscal year
includes amounts collected at June 30 by the county auditor, ddinquent property taxes, interest,
tuition, and state and federal grants. Property taxes measurable as of June 30, 2000 and uncollected
by the county auditor are not intended to finance fiscal 2000 operations and have been recorded as
deferred revenues. Expenditures are recognized in the period in which the related fund ligbility is
incurred, except interest on long-term debt which is recorded when due.

Proprietary Funds and Non-expendable Trust Funds are accounted for on the accrua bass of
accounting.  Revenues are recognized in the period earned and expenses are recognized in the period
incurred.

BUDGETARY DATA

Budgetary Basis of Accounting: The Didrict's budgetary process accounts for certain transactions
on a bad's other than GAAP. The mgor difference between the budgetary basis and the GAAP basis
ae

Revenues are recorded when received in cash (budgetary) as opposed to when susceptible to
accrua (GAAP).

Expenditures are recorded when encumbered, or paid in cash (budgetary), as opposed when
susceptible to accrua (GAAP).

The actua results of operations, compared to the find appropriation, which includes amendments
to the origina appropriation, for each fund type by expenditure function and revenue by source are
presented in the Combined Statement of Revenues, Expenditures and Changes in Fund Balances,
Budget and Actua (Non-GAAP Budgetary Basis). The reserve for encumbrances is carried forward
as part of the budgetary authority for the next year and is included in the revised budget amounts
shown in the budget to actua comparisons.

The Didrict adopts an annua budget for al required funds under the Ohio Revised Code, however,
only governmental fund types are required to be reported in accordance with generally accepted
accounting principles. The specific timetableis as follows:

Prior to January 15 of the preceding fiscal year, the Treasurer submits to the Board of Education
a proposed operating budget for the fiscd year commencing the following July 1. The budget
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includes proposed expenditures and the means of financing for dl funds. Public hearings are
publicized and conducted to obtain taxpayers comments. The expressed purpose of this budget
isto reflect the need for existing (or increased) tax rates.

By no later than January 20, the board-adopted budget is filed with the Butler County Budget
Commission for tax rate determination.

Prior to April 1, the Board of Education accepts by forma resolution the tax rates as determined
by the Budget Commission and receives the commission's Certificate of Estimated Resources
which gtates the projected revenue of each fund. Prior to June 30, the Didtrict must revise its
budget so that total contemplated expenditures from any fund during the ensuring year will not
exceed the amount stated in the Certificate of Estimated Resources. The revised budget then
serves as a bads for the appropriation measure. On or about July 1, the Certificate is amended
to indude any unencumbered balances from the preceding year as reported by the District
Treasurer. The Certificate may be further amended during the year if projected increases or
decreases in revenue are identified by the Didrict Treasurer. The amounts reported in the
budgetary statement reflect the amounts set forth in the finad Amended Certificate.

By July 1, an annud appropriation resolution is legally enacted by the Board of Education at the
fund, function, and object level of expenditures, which are the legd levels of budgetary control.
(State gatute permits a temporary appropriation to be effective until no later than October 1 of
each year) Resolution gppropriations by fund must be within the estimated resources as
cetified by the County Budget Commisson and the total of expenditures and encumbrances
may not exceed the appropriation totals.

Any revisons that ater the total of any fund appropriation or ater total function appropriations
within a fund, or dter object appropriations within functions, must be approved by the Board
of Education.

Formal budgetary integration is employed as a management control device during the year for
dl funds consgtent with statutory provisons. All departmentsfunctions and funds completed
the year within the amount of their legally authorized gppropriation.

Appropriation amounts are as originaly adopted, or as amended by the Board of Education
through the year by supplementa appropriations which either reallocated or increased the
origind appropriated amounts. All supplemental gppropriations were legdly enacted by the
Board during the fisca year ended June 30, 2000.

Unencumbered appropriations lapse at year end. Encumbered appropriations are carried forward
to the succeeding fiscal year and need not be reappropriated. Expenditures plus encumbrances
may not legally exceed budgeted appropriations a the fund, function and/or object levd.
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The origind appropriation measure was amended during the year for governmentd type funds
asfollows

Increase
decrease
Genera Fund $270,147
Specid Revenue (14,101)
Debt Service (143,067)
Capitd Projects 8,573,586

ENCUMBRANCES

Encumbrance accounting is utilized by Didtrict funds in the normal course of operations for purchase
orders and contract related expenditures. An encumbrance is a reserve on the available spending
authority due to commitment for a future expenditure and does not represent a ligbility. For
governmental fund types, encumbrances outstanding at fiscal year end appear as a reserve of the
furd balance on a GAAP Bass and for dl budgeted funds as the equivdent of
expenditures/expenses on a non-GAAP budgetary basis in order to demonstrate lega compliance.
Note M provides a reconciliation of the budgetary basi's and GAAP basis of accounting.

CASH AND INVESTMENTS

To improve cash management, cash received by the School Didtrict is pooled. Monies for al funds,
induding proprietary funds, are mantained in this pool. Individud fund integrity is mantained
through the Didtrict’s records. Each fund's interest in the pool is presented as “equity in pooled cash
and cash equivaents’ on the combined ba ance shedt.

During fisca year 2000, investments were limited to the Fountain Square U.S. Treasury Obligations
Fund, which is a no-load money market mutud fund that invests in short-term U.S. Treasury
Obligations.

I nvestments in the fund are vaued at the fund's share price which is the price the invesment could
be sold for on June 30, 2000.

Following Ohio statutes, the Board of Education has, by resolution, specified the funds to receive
an dlocation of interest earnings. Total interest revenue which has been credited to the general fund
during fiscal year 2000 amounted to $75,064.

For purposes of the Statement of Cash Flows (GASB Statement No. 9), al highly liquid investments
with amaturity of three months or less when purchased are considered to be cash equivaents.
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RESTRICTED ASSETS

Restricted assets in the generd fund represent cash and cash equivalents set aside to establish a
budget gabilization reserve. This reserve is required by State statute and can be used only after
recaiving approva from the State Superintendent of Public Indruction. A fund balance reserve has
aso been established for the restricted assets.

MATERIAL AND SUPPLIESINVENTORY

Inventories are valued at lower of cost (Firg-in, First-out) or market and are determined by physica
count.

FIXED ASSETSAND DEPRECIATION

General Fixed Assets Account Group - Generd fixed assets are capitdized at cost (or estimated
historical cost) and updated for the cost of additions and retirements during the year in the General
Fixed Assats Account Group. Donated fixed assets are recorded at their fair market values as of the
date donated. The Digtrict follows the policy of capitalizing assets with a cost greater than $250 and
ausgful life of morethan 5 years.

Proprietary Funds - Property, plant and equipment reflected in the proprietary funds are stated at
higtorica cost (or estimated higtorical cost) and updated for the cost of additions and retirements
during the year. Donated fixed assets are recorded at their fair market values as of the date donated.
Depreciation has been provided, where appropriate, on a straight-line basis over the estimated useful
lives ranging from 6 to 20 years.

INTERGOVERNMENTAL REVENUES

In governmenta funds, entittements and non-reimbursable grants are recorded as receivables and
revenue when measurable and available. Reimbursement type grants are recorded as receivables
and revenues when the related expenditures are incurred.  Grants for proprietary fund operations are
recognized as revenue when measurable and earned.

INTERFUND TRANSACTIONS

During the course of normd operations the Didrict has numerous transactions between funds. The
mogt sgnificant indude:

Routine transfers of resources from one fund to another fund through which resources to be
expended are recorded as operating transfers.

Rambursements from one fund to another fund are treated as expenditure/expenses in the
reimbursing fund and as a reduction in expenditures/expenses in the rembursed fund.
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Short-term interfund loans are reflected as interfund loans payable/receivable, while long-term
interfund loans (greater than one year in length) are recorded as advances to/from other funds.
The Didtrict has no long-term advances as of June 30, 2000.

COMPENSATED ABSENCES

GASB Statement No. 16 specifies that compensated absences should be accrued as they are earned
by employeesif both of the following conditions are met:

1. The employee'srights to receive compensation are attributable to services aready rendered.

2. Itis probable that the employer will compensate the employee for the benefits through paid time
off or cash payment.

The criteria for determining vested vacation and sick leave components is derived from negotiating

agreements and dtate laws. In summary, the components of vesting are as follows:

Vacation Certified Administrators Non-Certified
How earned Not digible 0-20 days per year 10-20 days for each
service year
depending
on length of service.
Maximum N/A 0-40 days Must be used in year
Accumulation earned
Vested N/A As Earned As earned after 1 year of service
Termination N/A Paid upon Paid upon termination
Entitlement termination
Sick | eave
How Earned 1 1/4 days per 1 1/4 days per 1 1/4 days per month
month of month of employment (15 days
employment (15 employment (15 per year maximum)
days per year days per year
maximum) maximum)
Maximum 184 days Contract days Contract days
Accumulation
Vested AsEarned As Earned As Earned

Termination
Entitlement

Upon retirement
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For Governmenta Funds, compensated absences that are expected to be liquidated with expendable
avalable financid resources are reported as an expenditure and as a fund liability of the respective
Governmenta Fund. Amounts that are not expected to be liquidated with expendable available
fineandd resources are reported in the General Long-Term Obligations Account Group.
Compensated absences of Proprietary Funds are recorded as an expense and as a liadlity of the

respective proprietary fund.
LONG-TERM OBLIGATIONS

Long-term debt is recognized as a liability of a governmental fund when due, or when resources
have been accumulated in the debt service fund for payment early in the following year. For other
long-term obligations, only that portion expected to be financed from expendable available resources
is reported as a fund lidbility of a governmenta fund. The remaining portion of such obligations
is reported in the General Long Term Obligations Account Group. Long-term ligbilities expected
to be financed from proprietary fund operations are accounted for in those funds.

FUND EQUITY

Reserved fund baances indicates that portion of fund equity which is not available for current
appropriation or is legdly segregated for a specific use.  Fund baances are reserved for
encumbrances, inventory, prepaid items, debt service, property taxes, and the budget stabilization
reserve.  Fund baances have adso been designated for textbook and instructional materids and
capital improvements. The unreserved portions of fund equity reflected for the governmenta funds
are available for use within the specific purpose of those funds.

ESTIMATES

The preparation of the finandd statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect the amounts reported
in the finacia satements and accompanying notes. Actua results could differ from those
estimates.

MEMORANDUM ONLY-TOTAL COLUMNS

Total coumns on the generd-purpose financid Statements are captioned (Memorandum Only) to
indicate that they are presented only to facilitate financid andyss. Data in these columns do not
present financid pogtion, results of operations, or changes in financid postion in conformity with
generdly accepted accounting principles.  Neither is such data comparable to a consolidation.
Interfund eliminations have not been made in the aggregation of this data.
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AUTHORITATIVE SOURCES

In accordance with GASB Statement No. 20, "Accounting and Financia Reporting for Proprietary
Funds and Other Governmenta Entities that use Proprietary Fund Accounting,” the District applies
dl GASB pronouncements and al FASB Statements and Interpretations, Accounting Principles
Board of Opinions and Accounting Research Bulletins issued on or before November 30, 1989,
unlessthey conflict with GASB pronouncements.

NOTE C - COMPLIANCE AND ACCOUNTABILITY

The High School Congtruction Fund had expenditures in excess of appropriations in the amount of
$194,068. The excess of expenditures were funded from available fund balances.

NOTE D - EQUITY IN POOLED CASH AND INVESTMENTS
State satutes classfy monies held by the Didtrict into three categories.

Active deposits are public deposits necessary to meet current demand on the treasury. Such monies
mus be maintaned either as cash in the Didrict treasury, in commercid accounts payable or
withdrawas on demand, induding negatiable order of withdrawa (NOW accounts) or in money
market deposit accounts.

Inective deposits are public deposits the Board of Education has identified as not required for use
within the current two-year period of designation of depositories. Inactive deposits must either be
evidenced by certificates of depodt 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 depost
maturing not more than one year from the date of deposit or by savings accounts induding passbook
accounts.

Protection of the School Didrict's deposdts is provided by the Federal Deposit Insurance
Corporation (FDIC), by digible securities pledged by the financia inditution as security for
repayment, by surety company bonds deposited with the treasurer by the financid inditution or by
a dngle collaterd pool established by the financid inditution to secure the repayment of al public
moneys deposited with the ingtitution.
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Interim monies may be deposited or invested in the following securities:

1. United States Treasury Notes, Bills, Bonds, or any other obligation or security issued by the
United States Treasury or any other obligation guaranteed as to principa and interest by the
United States,

2. Bonds, notes, debentures, or any other obligations or securities issued by any federa
government agency or ingrumentality, including but not limited to, the Federd Nationd
Mortgage Association, Federal Home Loan Bank, Federal Farm Credit Bank, Federa Home
Loan Mortgage Corporation, Governmental National Mortgage Association, and Student
Loan Marketing Association.  All federd agency securities shdl be direct issuances of
federd government agencies or indrumentdlities;

3. Written purchase agreements in the securities listed above provided thet the market value
of the securities subject to the repurchase agreement must exceed the principa vaue of the
agreement by at least two percent and be marked to market daly, and that the term of the
agreement must not exceed thirty days,

4. Bond and other obligations of the State of Ohio;

5. No-load money market mutud funds consging exdusively of obligations described in
divison (1) or (2) and repurchase agreements secured by such obligations, provided that
invegments in securities described in this divison are made only through digible
inditutions

6. The State Treasurer’ s investment pool (STAR Ohio).

7. Certain bankers acceptances and commercial paper notes for a period not to exceed one
hundred and eighty days from the date of purchase in an amount not to exceed twenty-five
percent of the interim moneys avallable for any investment at any onetime,

Investments in stripped principal or interest obligations, reverse repurchase agreements and
derivatives are prohibited. The issuance of taxable notes for the purpose of arbitrage, the use of
leverage and short sdling are adso prohibited. An invesment must mature within five years from
the date of purchase unless matched to a specific obligation or debt of the School Digtrict, and must
be purchased with the expectation that it will be hdd to maturity. Investments may only be made
through specified dedlers and inditutions. Payment for investments may be made only upon
deivery of the securities representing the inveding to the treasurer or qudified trustee or, if the
securities are not represented by a certificate, upon receipt of confirmation or transfer from the
custodian.

Deposits - At year-end, the carrying amount of the Didrict’s deposits was $(26,775) and the bank
balance was $149,145 (including payroll clearing accounts with a book baance of $0 and a bank
balance of $42,536). Of the bank balance, $100,000 was covered by federal depository insurance,
and $49,145 was covered by collatera held by third party trustees pursuant to section 135.181 of
the Ohio Revised Code, in collaterd pools serving dl public funds on deposit with specific
depository inditutions.

19



Investments - The Didrict’'s investments are categorized to give an indication of the level of risk
assumed by the Didrict at year end. Category 1 includes investments that are issued or registered
or for which the securities are hdd by the Didtrict or its agent in the Didtrict’s name. Category 2
includes uninsured and unregistered investments for which the securities are held by the broker’s
or dedler's trust department or agent in the Digtrict’'s name. Category 3 includes uninsured and
unregistered investments for which the securities are held by the broker or deder or by its
department or agent, but not in the Digtrict’ s name.

Carying Far
Category 3 Amount Vdue
U.S. Government Securities $ 8,628,684 $ 8,628,684
Commercia Paper 1,756,213 1,756,213
Uncategorized Invesments
Fountain Square U.S.
Treasury Obligations Fund 1,482,200 1,482,200
Tota $11,867,097 $11,867,097

The Fountain Square U.S. Treasury Obligations Fund is a no-load money market fund which invests
in short-term U.S. Treasury Obligations. The investment is not categorized within a risk category
becauseit is not evidenced by securities that exist in physica or book entry form.

NOTE E - PROPERTY TAXES

Property taxes include amounts levied againg red, public utility and tangible persond (busness)
property. The assessed value, by property classification, upon which taxes collected in 1999 were
based asfollows:

Real Property
Residentid/agriculturd $96,474,920
Commercid/indudtrid 8,223,740
Public utilities 65,380
Tangible Persona Property
Generd 3,676,464
Public utilities 5,941,790
Total Vauation $114,382,294

In 2000 real property taxes were levied in January on the assessed vaues as of January 1, 1999, the
liendate. Assessed values are established by the County Auditor at 35 percent of appraised market
vaue. A revauation of red property is required to be completed no less than every six years, with
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a datigtical update every third year. The most recent revauation was completed in January 1996.
Tangible personal property tax is assessed on equipment and inventory held by businesses. Tangible
property is assessed at 25 percent of true vaue (as defined). In 2000, each business was eligible to
receive a $10,000 exemption in assessed vaue which was reimbursed by the State.

Redl property taxes are payable annudly or semi-annudly. In 2000, if paid annualy, payment was
due by January 20. If paid semi-annudly, the first payment (at least ¥2 amount billed) was due
January 20 with the remainder due on July 20.

The County Auditor remits portions of the taxes collected to dl taxing digtricts with periodic
settlements of Real and Public utility property taxes in February and August and Tangible persona
property taxes in June and October. The Didtrict records billed but uncollected property taxes as
receivables at their estimated net redizable vaue.

Accrued property taxes receivable represent ddinquent taxes outstanding and real property, persond
property and public utility taxes which are measurable at June 30, 2000. Unremitted property taxes
collected by the County as of June 30, 2000, which are available for advances by the District under
Ohio law are included as a recelvable and as tax revenue. All other tax receivables are recorded
with an offset credit to deferred revenue, because dthough measurable they are intended to finance
the next fiscal year's operations.

NOTE F - RECEIVABLES

Receivables at June 30, 2000 consisted of property taxes, income taxes, intergovernmentd items and
accrued interest. All receivables are considered collectible in full.

A summary of the receivable items follow:

Type of
Fund Receivable Amount
Generd Fund Property taxes $2,950,884
Income taxes 251,701
Specid Revenue Fund Intergovernmental 19,386
Debt Service Fund Property taxes 757,785
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NOTE G - FIXED ASSETS

A summary of the changes in the General Fixed Assets Account Group during the fiscal year
follows

Bdance a Bdance a
Asset Category June 30,1999  Additions Deletions June 30, 2000

Land and improvements $ 251,257 % - $ - $ 251,257
Buildings 2,320,466 84,170 - 2,404,636
Furniture, fixtures and equipment 1,833,871 137,874 (41,541) 1,930,204
Vehicles 791,511 186,424 (95,820) 882,115
Congtruction-In-Progress - 3,253,607 - 3,253,607
Totds $5,197,105 $3.662,075 $(137,361) $8,721,819

A summary of the Proprietary Fund fixed assets a June 30, 2000 follows:

Furniture and equipment $168,652
Less accumulated depreciation (98.031)
Net fixed assets - Proprietary Fund $ 70,621

NOTE H - DEBT

Bond Anticipation Notes Payable

On February 3, 2000, the District issued bond anticipation notes in the amount of $2,770,000 for the
purpose of congtruction, improvements, renovations, and additions to school facilities. The interest
rate on the notes is 4.60 percent and matures on February 1, 2001.

General Long-Term Debt Account Group

During the year ended June 30, 2000, the fallowing changes occurred in ligbilities reported in the
Generd Long Term Obligations Account Group.
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July 1, 1999 Additions Dddions June 30, 2000

Compensated Absence:
Vacation $ 9733 % - $ (2208 $ 7,525
Sick leave 72,913 2,726 - 75,639
Total compensated absences 82,646 2,726 (2,208) 83,164
Generd Obligation Debt:
Ingtalment payment agreement 560,014 - (65,442) 494,572
Bond anticipation notes-Series 99 - 10,000,000 (10,000,000) -
Generd obligation bonds - 10,000,000 - 10,000,000
Tota generd obligation debt 560,014 20,000,000 _(10,065.,442) 10,494,572
Tota $642,660 $20,002,726 $(10,067.650) $10,577.736

Compensated absences will be paid from the fund from which the employeeis paid.

The Ingtdlment Payment Agreement is to provide funds for energy conservation measures in the
Didrict. The loan will be paid in monthly instalments of $8,101, including interest at a rate of 5.99
percent, over 10 years. The agreement adlows for the rate to be reset after seven years.
Amortization of the loan for the next five years and theresfter, including interest, is scheduled as
follows

Year Ending
June 30 Amount
2001 $ 97,212
2002 97,212
2003 97,212
2004 97,212
2005 97,212
Theresfter 105,293
Tota $591.353

On dly 1, 1999, the Didtrict issued bond anticipation notes in the amount of $10,000,000 for the
purpose of congtruction improvements, renovations, and additions to school facilities. The interest
rate on the notes was 3.85 percent which were retired in October 1999.

On October 1, 1999, the Didrict issued $10,000,000 in generd obligation bonds to retire the notes.

The bonds mature through 2026 and carry an interest rate between 4.25 and 9.65 percent. Proceeds
from the debt are used for the condruction, improvements, renovations and additions to school
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fadiliies Amortization for the bonds for the next five years and theredfter, including interest, is
scheduled asfollows:

Y ear Ending
June 30 Amount
2001 $ 634,789
2002 566,248
2003 600,610
2004 599,005
2005 600,815
Thereefter 19,226,056

$22,221,523

NOTE | - SET-ASIDE CALCULATIONS

The Didrict is required by State gatute to annually set asde in the Generd Fund an amount based
on a statutory formula for the purchase of textbooks and other instructional materials and an equa
amount for the acquisition and congtruction of capita improvements.  Amounts not spent by year-
end or offset by smilaly 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 Didtrict is also
required to set aside money for budget stabilization.

The fdlowing cash bass information describes the change in the year-end set-aside amounts for
textbooks, capitd acquistion, and budget dabilization. Disclosure of this information is required
by State datute.

Reserved Fund Balances

Capita Budget
Textbooks  Acguidtion Sabilizetion Totds
Set-aside cash balance as of June 30, 1999 $ - $ - $ 136,283 $136,283
Current year set-aside requirement 189,609 189,609 207,525 586,743
Qudlifying disbursements (189.609) _189.609) (207.270) (586.488)
Set aside cash balance as of June 30, 2000 $ - $ - $136.538 $136.538

Although the Didrict had qudifying disbursements during the year that reduced the set-aside
amounts for textbooks and indructiona materias and capital acquistions to below zero, these extra
amounts may not be used to reduce the st-aside requirements of future years. Qualifying
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disbursements for textbooks and ingtructiona materids and capita acquisitions during the year were
$412,817 and $456,005 respectively, which exceeded the required set-asides and reserve balances.

Designated Fund Balances
Capita
Textbooks  Acguistion Totds

Additiona Money Designated as of June 30, 2000 $564 $230 $794

The Didrict dso designated additiona money in excess of statutory requirements for textbooks and
indructiond materids and capita acquistions. These amounts are presented on the balance sheet
as a designation of fund balance rather than as a reserve, and is therefore not included in restricted
assets.

NOTE J- SEGMENT INFORMATION

Enterprise Funds - The District maintains two Enterprise Funds to account for the operations of
Food Service and Uniform School Supply. The table below reflects, in a summarized format, the
more dgnificant finencia data relating to the Enterprise Funds of the Didtrict as of and for the year
ended June 30, 2000.

Uniform Totda

Food School Enterprise

Service Supplies _Funds

Operating revenues $350,100 $46,708 $396,808
Operating expensss 412171 42,843 455,014
Operating income (10ss) (62,071) 3,865 (58,206)
Earnings on investments 1,936 - 1,936
Operating grants 89,971 - - 89,971
Net income (l0ss) $ 29,836 3,865 $ 33,701
Net working capita $ 58,885 0,982 $ 99,867
Total assets $175,993 0,982 $216,975
Totd lighility $ 46,487 $ - $ 46,487
Tota equity $129,506 0,982 $170,488
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NOTE K- EMPLOYEE RETIREMENT SYSTEMS

The Didrict contributes to the School Employees Reirement System of Ohio (SERS), a
cog-sharing, multiple employer defined benefit pendgon plan. SERS provides retirement and
disability benefits, annua cogt-of-living adjusments and desth benefits to plan members and
beneficiaries. Authority to establish and amend benefits is provided by State statute per Chapter
3309 of the Ohio Revised Code. SERS issues a publicly available, stand alone financia report that
indudes financid statements and required supplementary information. That report may be obtained
by writing to the School Employees Retirement System, 45 North Fourth Street, Columbus, Ohio
43215-3634.

Plan members are required to contribute 9 percent of ther annua covered sadlary and the Didrict is
required to contribute an actuaridly determined rate. The current rate is 14 percent of annual
covered payrall. For fiscd year 1999, 9.79 percent was the portion used to fund pension obligations.
The contribution requirements of plan members and employers are established and may be amended,
up to statutory maximum amounts, by the SERS Retirement Board. The Didtrict's contributions for
pension obligations to SERS for the years ended June 30, 2000, 1999, and 1998 were $208,062,
$211,614, and $195,984 respectively, equa to the required contributions for each year.

The Didrict contributes to the State Teachers Retirement System of Ohio (STRS), a cost-sharing,
multiple employer public employee retirement system administered by the State Teachers
Retirement Board. STRS provides basc retirement benefits, disability, survivor and hedth care
benefits based on digible service credit to members and beneficiaries. Benefits are established by
Chapter 3307 of the Ohio Revised Code. STRS issues a publicly avalable financia report that
includes finandid statements and required supplementary information.  The report may be obtained
by writing to the State Teachers Retirement System, 275 East Broad Street, Columbus, Ohio
43215-3771.

Plan members are required to contribute 9.3 percent of their annua covered sdary and the District
is required to contribute 14 percent; 10.5 percent was the portion used to fund pension obligations.
Prior to July 1, 1997, the portion used to fund pension obligetions was 12 percent. Contribution
rates are edtablished by STRS, upon recommendation of its consulting actuary, not to exceed
statutory maximum rates of 10 percent for members and 14 percent for employers. The Didtrict's
contributions to STRS for the years ending June 30, 2000, 1999, and 1998 were $580,284, $563,892,
and $554,592 respectively, equa to the required contributions for each year.

NOTE L - POST EMPLOYMENT BENEFITS

The Didrict provides comprehensive health care benefits to retired teachers and their dependents
through the State Teachers Retirement System (STRS), and to retired non-certified employees and
their dependents through the School Employees Retirement System (SERS). Benefits include
hospitdization, physcians fees, prescription drugs and rembursement of monthly Medicare
premiums. Benefit provisons and the obligations to contribute are established by the Systems based
on authority granted by state statute. Both systems are funded on a pay-as-you-go basis.
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The State Teachers Retirement Board has statutory authority over how much, if any, of the hedth
care costs will be absorbed by STRS. Most benefit recipients pay a portion of the hedlth care cost
in the form of a monthly premium. By Ohio law, the cost of coverage paid from STRS funds shall
be included in the employer’s contribution rate, currently 14 percent of covered payroll. Through
June 30, 1997, the Board dlocated employer contributions equal to two percent of covered payroll
to the Health Care Reserve Fund. For fiscal year 1999, this allocation was increased to 8 percent.
For the School Didtrict, this amount equaled $351,823 during fiscal 2000.

STRS pays hedth care benefits from the Hedlth Care Reserved Fund. The balance in the Fund was
$2,783 milliona June 30, 1999. For the year ended June 30, 1999, net health care costs paid by
STRS were $249,929,000 and STRS had 95,796 dligible benefit recipients.

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

For the fiscd year, employer contributions to fund hedlth care benefits were 4.98 percent of covered
payroll, an increase from 4.21 percent for fiscal year 1998. In addition, SERS levies a surcharge to
fund hedth care benefits equa to 14 percent of the difference between a minimum pay and the
member’s pay, pro-rated for partia service credit. For fiscal year 1999, the minimum pay has been
edablished a $12,400. The surcharge, added to the unallocated portion of the 14 percent
employer's contribution rate, provides for maintenance of the asset target leve for the hedth care
fund.

The target leve for the hedth care reserve is 150 percent of annua health care expenses. Expenses
for health care at June 30, 1999, were $126,380,984 and the target level was $189.60 million. At
June 30, 1998 SERS had net assets available for payment of hedlth care benefits of $188.3 million.
SERS has approximatdy 51,000 participants currently receiving hedlth care benefits. For the School
Didrict, the amount to fund hedth care bendfits, including the surcharge, equaled $131,280 during
the 2000 fiscd year.

NOTE M - BUDGET TO GAAP RECONCILIATION

While the School Didtrict is reporting financid position, results of operation, results of operations
and changes in fund balanceretained earnings on the bass of generdly accepted accounting
principles (GAAP), the budgetary bass as provided by law and described above is based upon
accounting for certain transactions on a basis of cash receipts, disbursements and encumbrances.
The Combined Statement of Revenues, Expenditures and Changes in Fund Baances - Budget and
Actud (Non-GAAP Budgetary Bass)-All Governmenta Fund Types type are presented on the
budgetary basis to provide a meaningful comparison of actua results with the budget. The mgor
differences between the budget basis and GAAP basis are that:

1. Revenues are recorded when received in cash (budget basis) as opposed to when susceptible
to accrua (GAAP bass).
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2. Expenditures are recorded when paid in cash (budget basis) as opposed to when the liability
isincurred (GAAP basis).

3. Proceeds from the sale of notes are recorded as a source of funds (budget basis) rather than
asaliability (GAAP basis).

4. Encumbrances are treated as expenditures (budget basis) rather than as a reservation of fund
balance for governmenta fund types (GAAP bass).

The fdlowing tables summarize the adjustments necessary to reconcile the GAAP and budgetary
bass statements by fund type.

Excess of Revenues and Other Financing Sources

Over (Under) Expenditures and Other Financing Uses
Governmenta Fund Types

Specid Debt Capital

Generd Revenue  Service Projects

GAAP Basis $(148,304)  $(44,683)  $5067  $7,131,361
Adjustiments.

Revenue Accruas 5,790 11,966 - -

Expenditure Accruds 141,857 2,841 - 523,115

Proceeds from notes - - - 2,770,000

Encumbrances (580) (10,563) - (9.086,023)
Budget basis $ (1.237) $(40439) $5.067  $1.338.453

NOTE N - RISK MANAGEMENT

The Didtrict is exposed to various risks of loss related to torts; theft of, damage to, and destruction
of assets;, errors and omissons, injuries to employees, and naturd disasters. The District carries
commercid generd lidbility insurance againg these risks and dl other risks of loss, induding
workers compensation and employee hedlth and accident insurance.

NOTE O - JOINTLY GOVERNED ORGANIZATION

The Southwest Ohio Computer Association (SWOCA), a jointly governed organization, was formed
for the purpose of applying modern technology with the aid of computers and other eectronic
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equipment to adminidrative and ingructional functions among member didricts.  Each of the
member schools of the three county consortium supports SWOCA based upon a per pupil charge
dependent upon the software package utilized. SWOCA is governed by a Board of Directors
condgting of the superintendents and treasurers of member school districts. The degree of control
exercised by any paticipating school digtrict is limited to its representation on the Board. During
the 2000 fiscal year the School Didrict paid $18,593 to SWOCA for services. To obtain financid
information, write to the Southwestern Ohio Computer Association, at 3603 Hamilton-Middletown,
Hamilton, Ohio 45011.

NOTE P - STATE SCHOOL FUNDING DECISION

On March 24, 1997, the Ohio Supreme Court rendered a decision declaring certain portions of the
Ohio school funding plan uncongtitutional. The Court stayed the effect of its ruling for one year to
dlow the State' s legidature to design a plan to remedy the perceived defects in the system. Declared
uncondtitutional was the State’'s “school foundation program,” which provides dgnificant amounts
of monetary support to this Digtrict. During the fiscal year ended June 30, 2000, the Didtrict
received $4,680,068 of school foundation support for its genera fund.

Since the Supreme Court ruling, numerous pieces of legidation have been passed by the Ohio
General Assembly in an attempt to address the issues identified by the Court. The Court of
Common Pleas in Perry County reviewed the new laws and, in a decision issued on February 26,
1999, determined they are not sufficiently responsive to the congtitutional issues raised under the
“thorough and effident” clause of the Ohio Condtitution. The State appealed the decison made by
the Court of Common Pleas to the Ohio Supreme Court. On May 11, 2000, the Ohio Supreme Court
rendered an opinion on this issue.  The Court concluded, “...the mandate of the Ohio Constitution
has not been fulfilled” The Court's mgority recognized efforts by the Ohio Generd Assembly
taken in response to the Court’s March 24, 1997, decision, however, it found seven “...mgor areas
warrant further attention, study, and development by the Generd Assembly...”, including the State’s
reliance on loca property tax funding, the state's basic aid formula, the school foundation program,
as discussed above, the mechaniam for, and adequacy of, funding for school fadlities, and the
exigtence of the State's School Solvency Assistance Fund, which the Court found took the place of
the uncondtitutional emergency school loan assstance program.

The Court decided to maintain jurisdiction over these issues and continued the case at least until
June 15, 2001.

As of the date of the financid statements, the Didtrict is unble to determine what effect, if any, this

ongoing litigation will have on its future State funding under this program and on its financid
operations.
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MADISON LOCAL SCHOOL DISTRICT
SCHEDUL E OF EXPENDITURES OF FEDERAL AWARDS

for the year ended June 30, 2000

Pass-Through Non-Cash Non-Cash
Grantor Agency/Program Title Entity No. CEDA Number Receipts Receipts  Disbursements Disbursements
U.S. Department of Agriculture
Passed Through Ohio Department
of Education
Child Nutrition Cluster:
Food Distribution Program N/A 10.550 $ - $37,147 $ - $36,882
School Breakfast Program 05-PU-99/00 10.553 10,087 - 10,087
National School Lunch Program 03/04-PU-99/00 10.555 87,324 - 87,324 -
Total Nutrition Cluster 97,411 37,147 97,411 36,882
Total U.S. Department of Agriculture 97,411 37,147 97411 36,882
U.S. Department of Education
Passed Through Ohio Department
of Education
Special Education Cluster:
Special Education-Grantsto States ~ 6B-SF-99/00 84.027 59,609 - 66,690 -
Special Education - Preschool Grant  PG-SI-99/00 84.173 1370 - 1,370 -
Total Special Education Cluster 60,979 - 68,060 -
Title | Grantsto Local Educational Agenci&-SI-99/00 84.010 92,176 - 80,204 -
Safe and Drug Free Schools and
Communities - State Grants DR-SI-00 84.186 6,431 - 6,431 -
Goals 2000 - State and Local Education
Systemic Improvement Grants G2-SI1-00 84.276 24,619 - 23,629 -
Eisenhower Professional Development
State Grants N/A 84.281 6,424 - 6,424 -
Innovative Education Program Strategies C2-SI-99/00 84.298 966 - 966 -
Total - U.S. Department of Education 130,616 - 117,654 -
Total Federal Financial Assistance $289,006 $37,147 $283.125 $36,882
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MADISON LOCAL SCHOOL DISTRICT
NOTESTO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
for the year ended June 30, 2000
NOTE A - SIGNIFICANT ACCOUNTING POLICIES
The accompanying schedule of federal awards expenditures is a summary of the activity of Madison
Local School Didrict’s Federal award programs.  The schedule has been prepared on the cash basis
of accounting.
NOTE B - FOOD DISTRIBUTION PROGRAM
Nonmonetary assstance is reported in the schedule a the far market vadue of the commodities

received and disbursed. Monies are commingled with state grants. It is assumed federa monies are
expended first. At June 30, 2000, the Didtrict had no significant food commodities in inventory.
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REPORT ON COMPLIANCE AND ON INTERNAL CONTROL OVER
FINANCIAL REPORTING BASED ON AN AUDIT OF FINANCIAL STATEMENTS
PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

The Honorable Members of the Board of Education
Madison Locd School Didtrict

We have audited the financd statements of the Madison Local School Didtrict, (the Didtrict), as of
and for the year ended June 30, 2000, and have issued our report thereon dated October 20, 2000.
We conducted our audit in accordance with generaly accepted auditing standards and the standards
goplicable to finandd audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States.

Compliance

As part of obtaining reasonable assurance about whether the Didtrict’s financid statements are free
of materid misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts and grants, noncompliance with which could have a direct and materia effect
on the determination of financid statement amounts. However, providing an opinion on compliance
with those provisons was not an objective of our audit and, accordingly, we do not express such an
opinion. The results of our tests disclosed no instances of noncompliance that are required to be
reported under Government Auditing Standards. However, we noted certain immateria instances
of non compliance that we have reported to management of the District in a separate letter dated
October 20, 2000.

Internal Control Over Financial Reporting

In planning and performing our audit, we conddered the Didlrict's internd control over financia
reporting in order to determine our auditing procedures for the purpose of expressing our opinion
on the financid Statements and not to provide assurance on the interna control over financid
reporting. Our consderation of the internd control over financid reporting would not necessarily
disclose dl matters in the interna 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 rdativdy low levd the risk that misstatements in amounts that would be
materid in relaion to the financd statements being audited may occur and not be detected within
a timdy period by employees in the norma course of performing their assgned functions. We
noted no matters invalving the interna control over financid reporting and its operation that we
consder to be amaterial weakness.
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This report is intended solely for the information and use of management, the Ohio Auditor of State

and 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.

7.
P £ -“;4“5““7

Cincinnati, Ohio
October 20, 2000

33



REPORT ON COMPLIANCE WITH REQUIREMENTSAPPLICABLE TO EACH
MAJOR PROGRAM AND INTERNAL CONTROL OVER COMPLIANCE IN
ACCORDANCE WITH OMB CIRCULAR A-133

The Honorable Members of the Board of Education
Madison Local School Didrict

Compliance

We have audited the compliance of the Madison Locd School Didtrict (the Didtrict) 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 its mgjor federal programs for the year
ended June 30, 2000. The Digrict’'s mgor federa programs are identified in the summary of
auditors results section of the accompanying schedule of findngs and questioned costs.
Compliance with the requirements of laws, regulations, contracts and grants applicable to its mgor
federa programs are the responshility of the Didrict’'s management. Our responghility is to
express an opinion on the Didtrict’ s compliance based on our audit.

We conducted our audit of compliance in accordance with generdly accepted auditing standards;
the standards applicable to financia audits contained in Government Auditing Standards, issued by
the Comptroller Generd of the United States, and OMB Circular A-133, Audits 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
with the types of compliance requirements referred to above that could have a direct and material
effect on a mgor federal program occurred. An audit includes examining, on a test bass, evidence
about the Didrict's compliance with those requirements and performing such other procedures as
we congdered necessary in the circumstances. We bdlieve that our audit provides a reasonable basis
for our opinion. Our audit does not provide a legd determination on the Digtrict’s compliance with
those requirements.

In our opinion, the Didrict complied, in al materia respects, with the requirements referred to
above that are applicable to its mgjor federa programs for the year ended June 30, 2000.



Internal Control Over Compliance

The management of the Didrict is responsble for edablishing and maintaining effective internd
control over compliance with requirements of laws, regulaions, contracts and grants applicable to
federd programs. In planning and performing our audit, we conddered the Didrict’s internd
control over compliance with requirements that could have a direct and material effect on a maor
federa program in order to determine our auditing procedures for the purpose of expressing our
opinion on compliance and to test and report on interna control over compliance in accordance with
OMB Circular A-133.

Our condderation of the interna control over compliance would not necessarily disclose all matters
in the internd control that might be materia weaknesses. A materid weakness is a condition in
which the design or operation of one or more of the internal control components does not reduce to
a reaivey low levd the risk that noncompliance with applicable requirements of laws, regulations,
contracts and grants that would be materid in relation to a mgor federal program being audited may
occur and not be detected within a timely period by employees in the norma course of performing
their assgned functions. We noted no matters involving the internal control over financid reporting
and its operation that we consider to be a materia weakness.

This report is intended solely for the information and use of management, the Ohio Auditor of State
federa awarding agencies and pass-through entities and is not intended to be and should not be used
by anyone other than these specified parties.

/ PEa
= Bl SHR
-ﬂxri / #7

Cincinnati, Ohio
October 20, 2000
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MADISON LOCAL SCHOOL DISTRICT
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
June 30, 2000

1. Summary of Auditors Results

Type of financid statement opinion Unqudified
Where there any materia control weskness

conditions reported at the financid statement level (GAGAS)? No
Were there any reportable control weakness conditions

reported a the financid statement leve (GAGAYS)? No
Was there any other reported noncompliance at the

financid datement level (GAGAS)? No
Was there any materid interna control weskness

conditions reported for mgjor federa programs? No
Where there any other reported internal control weakness

conditions reported for mgjor federa programs? No
Type of Mgor Programs compliance opinion Unqudified
Are there any reportable findings under § .5107? No
Magor programs Child Nutrition Clugter

CFDA # 10.550, 10.553, 10.555
Titlel Grantsto Loca Educationa Agencies
CFDA #84.010

Dollar threshold for Type A/B programs Type A: Over $300,000
TypeB: All others

Low risk auditee? No

2. Findings Related to the Financial Statements
Required to be Reported in Accordance with GAGAS

None
3. Findingsand Questioned Costsfor Federal Awards

None
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MADISON LOCAL SCHOOL DISTRICT
SCHEDULE OF PRIOR AUDIT FINDINGS AND QUESTIONED COSTS
June 30, 2000

There were no prior audit findings or questioned costs relative to Federal awards for the audit of the
Madison Loca School Digtrict for the year ended June 30, 1999.
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88 East Broad Street
STATE OF OHIO P.O. Box 1140

OFFICE OF THE AUDITOR Columbus, Ohio 43216-1140

Telephone  614-466-4514
JiM PETRO, AUDITOR OF STATE 800-282-0370

Facsimile  614-466-4490

MADISON LOCAL SCHOOL DISTRICT

BUTLER COUNTY

CLERK'S CERTIFICATION
This is a true and correct copy of the report which is required to be filed in the Office
of the Auditor of State pursuant to Section 117.26, Revised Code, and which is filed
in Columbus, Ohio.

desan Toubbitt

CLERK OF THE BUREAU

CERTIFIED
JANUARY 25, 2001
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