THE JOINTLY ADMINISTERED TRUST FUND
FOR THE BEMEFIT OF
LORAIN CITY SCHODL MISTRICT EMPLOYEES
(A COMPONENT UNIT OF LORAIN CITY SCHOOL DISTRICT)
FINAMCIAL STATEMEMNTS AND
SUPPLEMENTARY INFORMATION
Dacembear 31, 2001 and 2000






88 East Broad Street
Columbus, Ohio 43215

STATE OF OHIO Telephone 614-466-4514

OFFICE OF THE AUDITOR 800-282-0370
Facsimile ~ 614-728-7398

JiM PETRO, AUDITOR OF STATE www.auditor.state.oh.us

Board of Trustees
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of Lorain City School District Employees

Concord, OH 44060

We have reviewed the Independent Auditor's Report of The Jointly Administered Trust Fund for
the Benefit of Lorain City School District Employees, Lorain County, prepared by Bober,
Markey, Fedorovich & Company, for the audit period January 1, 2001 through December 31,
2001. Based upon this review, we have accepted these reports in lieu of the audit required by
Section 117.11, Revised Code. The Auditor of State did not audit the accompanying financial
statements and, accordingly, we are unable to express, and do not express an opinion on them.

Our review was made in reference to the applicable sections of legislative criteria, as reflected by
the Ohio Constitution, and the Revised Code, policies, procedures and guidelines of the Auditor
of State, regulations and grant requirements. The Jointly Administered Trust Fund for the Benefit
of Lorain City School District Employees is responsible for compliance with these laws and
regulations.

JIM PETRO
Auditor of State

July 16, 2002
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INDEPENDENT AUDITORS REPORT wunw, bobarmarkay com

Board of Trustees
The Jointty Adminesterad Trust Fund for the Banafit

of Lorain City Schoal District Emiployess

(A Component Unit of the Lorain City Schoal District)
Lorain, Ohia

We have sudited the accompanying balance sheets of The Jointly Administered Trust Fund for the
Benafil of Lorsin City School District Emplayees (A companant unit of Lorain City School District)(the
Trust) as of December 31, 2001 and 2000, and the related statements of revenues, expenses and
changes in fund equity and cash flows for the years then ended. These financial statemants are the
responsibility of the Trust's management.  Our responsibility s 1o express an opinlon an these financial
siatemeants based on our audits,

We conducted our audils In accordance with audiling standards generally accepled in the United States
of Amerca and standards applicable lo financial audits contained in the Govemmental Auditing
Standards, |ssued by the Comptroller of the United States. Those standards require that we plan and
perform the awdit to obtain reasonable assurance aboul wheather the financial slatements are fres of
materal misstatemeant.  An audit includes examining, on a tesl basis, evidence supporling the amounts
and disclosures in the financial statements. An audit also includes assassing the accounting principles
used and significant estimales made by management, as well as evaluating the overall financial
slatement presentation. We believe thal our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present faldy, in all material respacts, the
financial position of the Trust as of December 31, 2001 and 2000 and |is ravenuss, expensaes and
changes in fund equity and its cash flows for the years then ended in conformity with accounting
principles ganerally accepted in the United States of Amearica

PEEARIS



In accordance with Government Auditing Standards, we have also issued a report dated April 26, 2002 an
our consideration of the Trust's intemnal control over financial reporting and on our tests of its compliance
with certain pravisions of laws, regulation, contracts and grants. That report IS an integral part of an audit
performed in accordance with Gavernment Auditing Standards and should be read In canjunction with this
repor in considering the rasults of cur audit,

Bl hunly, A -

BOBER, MARKEY, FEDOROVICH & COMPANY

April 26, 2002



THE JOINTLY ADMINISTERED TRUST FUND

FOR THE BENEFIT OF LORAIN CITY SCHOOL DISTRICT EMPLOYEES

(A COMPONENT UNIT OF LORAIN CITY SCHOOL DISTRICT)
BALANCE SHEETS
DECEMBER 31, 2001 and 2000

2001 2000 .
AESETS
CURRENT ASSETS
Cash and cash equivalents X 72626 % BTE 058
Investments at fair value 1,287 11 890,188
Refund receivable - IRS penalty and interest - 106,271
Prepald expenses 176 41 464
TOTAL CURRENT ASSETS 1,358 973 1,716,831
OTHER ASSETS
Deposil -Mational Prescripfion Administrators, Inc. 55,000 G5,000
TOTAL ASSETS 3 1,424 973 § 1,781,881
LIABILITIES AND FUMD EQLITY
CURRENT LIABILITIES
Accounts payable 5 235658 § 177 659
Copst-sharing payable - employess 41982 180, 858
Cost-sharing payable - Lorain Ciy School District 813 130,596
Liability for mcurred but not repoarted claims T592,000 GE0 100
TOTAL CURRENT LIABILITIES 1,079 333 1,160,214
FUND EQUITY [DEFICIT)
Resened 986 000 BOG 000
Unresended {642 360) {283,323)
TOTAL FUND EQUITY 345 640 612 677
TOTAL LIABILITIES AND FUND EQUITY 5 1424973 § 1,781,891

The accompanying notes are an integral part of these financial statements.
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THE JCOINTLY ADMIMISTERED TRUST FUND

FOR THE BENEFIT OF LORAIN CITY SCHODL DISTRICT EMPLOYEES

(A COMPONENT UNIT OF LORAIN CITY SCHOOL DISTRICT)
STATEMENTE OF REVENUES, EXPEMSES AND CHANGES |N FUND EQUITY
Faor the Years Endad December 31, 2001 and 2000

REVEMLUES
Contributions:
Employer
Participant
COBRA
Todal contribuwtions
Interest income

TOTAL REVEMNUE

EXFEMSES
Medical elaims
Dental claims
Vision claims
Prascription claims
Medical slop-loss

Dispensing fee - Nalional Prescription Administrators, Inc.

Flu and Hepatitis shots
Accounting

Agtuaral

Trust management

Legal fees
Bank fees

Insurance

Miscellaneous

Medical administration
Wision administration
Prescription administration
Cast-sharing expense

TOTAL OPERATING EXPENSES

MNET CHAMNGE IM FUND EQUITY BEFORE
OTHER REVENUE {EXFENSES)

Change in claims incurred but not reported
Unrealized gain on mvestments

Reimbursement for fees on IRS penally
IRS penalty refund
TOTAL OTHER REVENUE (EXPENSES)

MET CHANGE IN FUND EQUITY
FUND EQUITY - BEGINNING OF YEAR

FUND EQUITY - END OF YEAR

2001 2000
5 6411015 5 6,002.000
19,819 18,357
48,740 27,680
65,487,574 6,138,247
80,711 84,388
6.568.285 6,222 615
3,030,039 3,328,044
596,364 518,575
128,780 130,414
1,318,375 1,098 123
135,640 125616
55,485 52,839
6,665 2,825
14,822 14,878
18,250 47 400
58,545 57,647
12,851 3,423
10,396 8,937
3,088 5,908
281 387
344,904 341,229
22,160 21,8655
20,114 18,083
83,923 361,718
6,764,783 6,164,592
(196,488) 58,043
(111,800) (70,300)
26,351 28862
15,000 -
. 101,737
(70,538) 60,098
(267,037) 118,142
812,677 494 535
5 45640 5 612677

The accompanying notes are an inteqral part of these financial statements.
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THE JOINTLY ADMIMISTERED TRUST FUND
FOR THE BENEFIT OF LORAIN CITY SCHODL DISTRICT EMPLOYEES
(A COMPONENT UNIT OF LORAIN CITY SCHOOL DISTRICT)
STATEMENTS OF CASH FLOWS
For the Years Ended December 31, 2001 and 2000

2001 2000

CASH FLOWS FROM OFERATING ACTIVITIES:
Met change in fund equity $ (267,037 3 118142
Adjustments to reconcile net change in fund equity
1o net cash provided (used) by operating activities;

Unrealized gain on investmenis (25, 361) (28 662)
Changes in operating assels and habilities:
Accounts recelvable - g6 362
Refund recelvable - IRS penalty and interest 108,271 (106,271)
Frepaid expenseas 41,288 (38,501)
Accounts payabla L¥.5840 (51.218)
Cost-sharing payable (259.780) 296,415
Liabdlity for incurred but nol reporied claims 111,900 70,200
IRS penalty assessment payable - (101, 737)
MET CASH (USED) PROVIDED BY OPERATING ACTIVITIES (235, 720) 244 B30
CASH FLOWS FROM INVESTING ACTIVITIES:
FPurchase of investments 1545,622) {200, 2500
Redemplion of invesiments 175,000 449 943
NET CASH (USED) PROVIDED BY INVESTING ACTIVITIES (370622 249 5493
NET (DECREASE) INCREASE IN CASH AND CASH EQUIVALENTS (806, 342) 494,523
CASH AND CASH EQUIVALENTS - BEGINNING OF YEAR GTE 0GR 184 445
CASH AND CASH EQUIVALENTS - END OF YEAR 3 72628 5 878 068

The accompanying notes are an integral part of these financial statements,
S5
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THE JOIMTLY ADMIMISTERED TRUST FUND
FOR THE BENEFIT OF LORAIN CITY SCHOOL DISTRICT EMBLOYEES
{A COMPONENT UNIT OF LORAIN CITY SCHOOL DISTRICT)
INTERMAL SERVICE FUMD
NOTES TO FINAMCIAL STATEMENTS
Decamber 31, 2001 and 2000

NOTE 1 - DESCRIPTION OF THE TRUST

The following description of the Jointly Administersd Trust Fund for the Benefit of Lorain Citly School
District Employess (Trust) provides only general infarmation. Participants shauld refer to the Trust
document for a more complete description of the Trust's provisions,

General

Tha Trust was established in 1994 to pravide health care benefits to the amployess of the Lorain City
School District (District), The Trust is a component unit of the Districl as defined pursuanl io
Govemmental Accounting Standards and Statement Mo, 14, “The Financial Reporting Entity”.  The Trust
i directed by a twelve-member Board of Trustees, eight meambers Bppainted by the District's
Superintendent and four members appointed by the Lorain Education Association, The District reparts
the Trust as an internal service fund which Is defined as a fund used to account for the financing of goods
ar services provided by one depariment or agency to governmaental units, on 8 cost-relmbursament basis.
The Trust spplies all GASE pronouncements as well as the Financial Accounting Standards Board
pronouncements issued on or before November 30, 1989, unless those pronouncaments conflict with ar
contradict GASB pronouncements.

Banafils

The Trust provides banefits for hospitalization, medical, dental, vision, and prescnption drugs as provided
for in the collective bargaining agreement and as may be authorized or pemmitted by law far ligible
District employees, their families and dependents. In order to manage Its claims risks, the Trust has
purchasad stop-loss coverage for individual claims during the policy year in excess of $150,000

Contribubions

The District makas contributions fo the Trust in amounts equal to & budgeted level of funding needs as
calculated by an actuary, but is subject to minimum levels as established by the collective bargaining
agreameant. Additional funds are pald 1o the Administrator to cover costs of administering the Trust. The
Chstrict makes cartain pre-funding contributions to the Trust, which are to fund fullre benefit expenses.

rminati
Althaugh it has not expressad any intantion o do so, the District has the right to terminate the Trust
under tha provisions set forth by the collective bargaining agreament



THE JOINTLY ADMINISTERED TRUST FUND
FOR THE BENEFIT OF LORAIN CITY SCHOOL DISTRICT EMPLOYEES
(A COMPONENT UNIT OF LORAIN CITY SCHOOL DISTRICT)
INTERMAL SERVICE FUND
MNOTES TO FINANCIAL STATEMENTS
Decamber 31, 2001 and 2000

Cosl - Sharing

The Trust provides for a sharing of the axpected increase in lunding over the base year funding level by
the participants in the plan covered by the Trust and the District. This cost-sharing amount is based upon
a calculation of plan income as compared to the larger of the plan's curment year budget or the plan's
1984 budget for costs. The participants 50% share may be funded through payrotll cantributions, benefil
reductions, or @ combination of both

Reclassifications

Cartain amaunts in the 2000 financlal statements have been reclassified to confarm ta 2001 presentation.

mplementation of

The Government Accounting Standards Board has issued Statemeant No. 34, Basic Financial Staferments
- and Management's Discussion and Analysis - for Slate and Local Governments. This statement
establishes accounting and financial reporting standards for general purpose external financial reporting
by state and local governments. Statement No. 34 will be effective for the Lorain City Schoaol Distriet for
their year end June 30, 2003, which will Include the Trust's year anding Decembear 31, 2002, The Trust
hes not yet assessed the impact of this statement on its financial statements.

NOTE 2 - SUMMARY OF ACCOUNTING POLICIES

Bagls of Accounting

The financial statements are prepared using the accrual basis of accounting.

Cash and Cash Equivalants

The Trust invests their cash in money market funds and U.S, Treasury notes. U.S Treasury notes with a
maturity of ninety days or less are considared fo be cash equivalents for purposes of cash flows. The
Trust maintains all of its cash balances with one bank.  The Federal Deposit Insurance Corparation
(FDIC) insuras such cash balances to a maximum of $100,000,

Cancentration of Credit Risk

The truest is insured through Astna Life Casualty for employes dishonasty coveraga. A fiduciary band of
51,000,000 |s maintained for the Trustees, the Trust actuary, and the Trusl manager.



THE HIINTLY ADMINISTERED TRLUST FLMND
FOR THE BENEFIT OF LORAIN CITY SCHOOL DISTRICT EMPLOYEES
(A COMPONENT UNIT OF LORAIN CITY SCHOOL DISTRICT)
INTERMNAL SERVICE FUND
MOTES TO FINANGIAL STATEMENTS
December 31, 2001 and 2000

Walueaki nks

If available, quoted market prices are used to value Ivestments.  If market prices are not available,
Invesiments are valued at cosl, which due {o the short-term nature of the investmeants approximates
markat value.

Deposits
The Trust has funds on deposit with National Prescription Administrators, Incorporated (MPA) to allow for

fund availabdity for paying on such claima. NPA reguires thal such deposits be renewed manthly in order
o maintain an adequate coverage for claims,

Use of Estimates

In preparing the Trust's financial stetements, the Trustees are required to make estimates and
assumptions that affect the reported amounts of Trust assets. liabilities, and fund equity, and the reported
revenues and expenses of Trust assats during the raporting period. Actual results could differ fram those
estimaies.

Truest Benefits

Trust Eabilities for health claims incurred but not reparted are reflectad in the Trust's balanca sheals and
the related statements of revenues, expenses and changes in fund equity, The Trust's independent
acluary astimates claims incurred but not reportad as of December 31, 2001 and 2000 based on histarical
trends. The Destrict has committed to retain sufficlent funding to cover this llability.

-Savings
The Trust provides for a cost savings calculation In order to distribute any savings by the plan over the
contributed amount, as adjusted by certain items. Any excess is distributed 50-50 1o the participants and
the District.  For the years ended December 31, 2001 and 2000, the cost-savings cabculation rasulted in
an amount distributable fo the employees and the District. The employess may elect to reduce the
following year's cost-sharing by their distributable amount.

Eund Equity

Fund equity includes ariginally contributed capital plus retained eamings accumulated since inception. It
is the Trust palicy to reserve retsined earmings for the required amount of the insurance reserve as per
the actuanal cakcutation in the budgat. This reserve is reflocted saparately in the balance sheet under
fund equty.



THE JOINTLY ADMINISTERED TRUST FUMD
FOR THE BENEFIT OF LORAIN CITY SCHOOL DISTRICT EMPLOYEES
(A COMPONENT UNIT OF LORAIN CITY SCHOOL DISTRICT)
INTERNAL SERVICE FUND
HOTES TO FINAMCIAL STATEMENTS
Decamber 31, 2001 and 2000

NOTE 3 - DEPOSITS AND INVESTMENTS

Depesits

At December 31, 2001 and 2000, the carrying amount of the Trust's cash deposits were $72,628 and
678,968, respectively, and the bank balance was he same. all of which was covered by federal
depository Insurance of by collateral held by & qualified thind party trustes in the name of the Trust,

Inwastments

Tha Trust's invastments are categonized to gve an indication of the level of risk assumead by the entity at
year-end, Category 1 Includes investments that are insured or registered or for which the sacurities are
held by the Trust Category 2 includes uninsured and unregistered investments for which the sacurities
are held by the broker's or dealers trust departiment or agent in the Trust's name. Category 3 Indudes
uninsured and unregisterad imvestments for which the sacurifies are held by the broker or dealer or by its
trust department but not in the Trust's name. Al the Trust investments are categorized as Category 1

Tha lollowing table presents investments at market value as of December 31, 2001 and 2000
Investments are hedd in the form of U.S, Treasury Noles, and are not insured by the FDIC. Individual
investments in excess of 5% of assals are saparaiely presented,

2041 2000
LU.5. Treasury Motes:

H.ETSY%, dua B/30/2002 $ 184,800 & 181,800
6.000%, due 8152004 169,850 164,600
5.200%, dua 173172003 20,719 20,144
5, 500%, dus 33172003 168,300 161,300
6.500%, dus &/15/2005 108,344 105, TR2
B.500%, due 5/31/2002 102,031 101,562
4 625%, dus 1273172000 . 175,000
4.250%, dus 11152003 153,809 =
5.000%,, due 21152011 149,579 .
4 625%, due 5152008 152 157 -
5.000%, dus 81552011 o 72 -
Total Investments 5 1287171 $ 890 168

The Trust documents specifically require the maintenance of an Insurance reserve, consisting of cash
and invastments, o provide a minimum funding leval within the Trust to provide for future claims. Al
December 31, 2001 and 2000 this insurance reserve amount was 59588,000 and $&986,000, respectively.

<



THE JOINTLY ADMIMISTERED TRUST FUND
FOR THE BENEFIT OF LORAIN CITY SCHOOL DISTRICT EMPLOYEES
{A COMPONENT UNIT OF LORAIN CITY SCHOOL DISTRICT)
INTERMAL SERWVICE FUND
NOTES TO FIMANCIAL STATEMENTS
Decamber 31, 2001 and 2000

NOTE 4 - FEDERAL INCOME TAXES

The plan established under the Trust Is gualified pursuant to the Section 501(c)(9) of the Internal
Revenue Code, and, accordingly, the trust's net invesiment income is exempt from income taxes. The
frust has obtained a favorable tax determination letter dated July 5, 1995 from the Internal Revenue
Satvice and the Trustees belleve thal the Trust continues to qualify and to operate as dasigned.

The Trust had received an assessment in 1999 fram the Intemal Revenue Service (IRS) of $101,737 for
penalties and interest relating to late filing of certain tax returns. The Trustees had filed an appeal asking
for abatement of the penalties and interest due fo extenuating circumstances. Although the trustees
disagresad with the basis for this assessmeant. they agraed to pay this amaunt in June, 2000. Tha Trusi
received notice in March, 2001 that their appeal had been approved and the penalty would be abated.
Consequently, a refund receivable in the amount of $101,737, plus interest calculated through December
41, 2000 of 54,534, has been recorded as of December 31, 2000. The refund was received in full in
2001.

MOTE 5 - UNPAID CLAIMS LIABILITIES

The Trust establishes a liability for both reported and unreported insured evems, which includes
estimatas of bath future payments of losses and related claim adjustment expenses, bolh allocated and
unallocated. The following represents changes n those aggragate liabilities for the Trust during the past

bwio years,
2001 2000
Unpaid claimsz and claim adjustmant expenses
at baginning of year g B4 TTT § B21.400

Incurred claims and claim adjustmen] expansas:
FProwvision for irsured evants of current

year 6,766,558 5,755,256
Increasas in provision for insured evenls
af priar years et

Total incurred claims and claim
adjustment axpansas 7,807,335 6,576,656
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THE JOINTLY ADMIMISTERED TRUST FUND

FOR THE BENEFIT OF LORAIN CITY SCHOOL DISTRICT EMPLOYEES
(A COMPONENT UNIT OF LORAIN CITY SCHOOL DISTRICT)
INTERMNAL SERVICE FUND

NOTES TO FINANCIAL STATEMENTS

December 31, 2001 and 2000

Payments:

Claims and claim adjusiment expansas
attnbutable to Insured events of curent
year

Claims and claim adjustment expenses
attributable lo insured events of pror

years
Total payments

Tedal unpaid claims and clam
adjustment axpenses at end of
yeaar
(see schedulo balow]

schedula of unpaid claims and
cialm adjustment expenses at end
of yearn
Poricon of accounts payable that
relates to claims expenses

Liabkility for incurred but not
raported clams

11

_ 2001

8 5,755,311

B4D, TTT

F 219247

e 752000

— 2000

$ 4,914,479

821400

i __B840.777

% 160,677

B0, 100
= _B40.777
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INDEPENDENT AUDITORS' REPORT ON COMPLIANCE
AND INTERMNAL CONTROL OVER FINANCIAL REPORTING
BASED ON AN AUDIT PERFORMED IN ACCORDAMNCE
WITH GOVERNMENT AUDITING STANDARDS

Board of Truslees
The Jointly Administered Trust Fund for the Benafit

of Lorain City School District Employees

1A Component Unit of tha Lorain City School Distnct)
Lorain, Chio

We have audited the financial statemeants of the Jointly Administered Trust Fund for the Benafit of Lorain
City Schoal Distict Employeas (the Trust){a Component Unit of Lorain City School District) as of and for
the year ended December 31, 2001 and have issued our raport thereon dated April 26, 2002. We
conducted our audit in accordance with auditing standards generally accepted in the United States of
Amenca and the standards applicable to financial audits contained in Govermmenta) Avditing Standards,
issued by tha Complroller Genearal of the United States.

Compliance

As part of oblaining reasonable assurance aboul whether the Trust's financlal statements are free of
matarial misstatemneant, we performed fests of its compliance with certain provisions of laws, regulations,
contracts, and grants. noncompliance with which could have a direct and materal effect on the
determination of financial statement amounts. However, providing an opinion on compliance with thoss
provisions was nol an objective of our audit, and accordingly, we do not express such an opinion. The
resilts of our lests disclesed no instances of noncompliance that are required 1o be reported under
Gavernmental Auditimg Standards,

12
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Internal Control Crver Financial Reporling

in planning and performing our audit, we considered the Trust's internal contral over financizal reparting in
order to delarmine our audiing procedures for the purpese of expressing our opinion on the financial
statements and nol to provide assurance on the intemal control over financial reporling.  Owr
consideration of the intermal confral would not necessarily disdose all matters in the internal contral aver
finandial reporting that might be material weaknesses,

A malerial weakness is & condition in which the design or operation of one or maore of the intemal control
components doas nat reduce to a relatively low level the risk that misstatements in amounts that would be
material in reation to the financial statements being audited may occur and not be detected within a
tmaly pericd by employees in the normal course of performing their assigned functions. We noted no
mattars involving the internal conlrol over financial reporting and its operation that we consider to be
material weaknesses.

This report is intended solely for the information and wse of management and is not intendad to be and
should nof be used by anyone other than these specifiad parties.

BOBER, MARKEY, FEDOROVICH & COMPANY

April 26, 2002
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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
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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
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desan Toubbitt
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