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TRIMBLE, JULIAN & GRUBE, INC.

“SERVING OHIO LOCAL GOVERNMENTS”

1445 Worthington Woods Boulevard Telephone 614.846.1899
Suite B Facsimile 614.846.2799
Worthington, Ohio 43085

Independent Auditor’s Report

Board of Education

Southwest Licking Local School District
927 South Street

Etna, Ohio 43018-0180

We have audited the accompanying general purpose financial statements of the Southwest Licking Local
School District, Licking County (the “ School District”) as of and for thefiscal year ended June 30, 2001, as
listed inthetable of contents. Thesegenera purposefinancia statementsaretheresponsibility of the School
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 auditing standards generally accepted in the United States of
Americaand the standardsapplicableto financial audits contained in Government Auditing Standardsissued
by the Comptroller General of the United States. Those standards requirethat we plan and performthe audit
to obtain reasonable assurance about whether the general purpose financial statements are free of material
misstatement. An audit includesexamining, on atest basis, evidence supporting the amountsand disclosures
inthe general purposefinancia statements. 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 materia
respects, the financial position of the Southwest Licking Local School District, Licking County, as of June
30, 2001, and the results of its operations and the cash flows of its proprietary fund type for the fiscal year
then ended in conformity with accounting principles generally accepted in the United States of America.

Inaccordancewith Gover nment Auditing Standards, wehaveal soissued our report dated December 12, 2001
on our consideration of the School District’s internal control over financial reporting and our tests of its
compliance with certain provisions of laws, regulations, contracts and grants. That report isanintegral part
of an audit performed in accordance with Gover nment Auditing Standar ds 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 purposefinancial statements
of the School District, taken asawhole. The accompanying schedule of expenditures of federal awardsis
presented for purposesof additional analysisasrequired by U. S. Office of Management and Budget Circular
A-133, Audits of Sates, Local Gover nments, and Non-Profit Organizations, and isnot arequired part of the
general purposefinancial statements. Suchinformation hasbeen subjectedtotheauditing proceduresapplied
in the audit of the general purpose financial statements and, in our opinion, is fairly stated, in all material
respects, in relation to the general purpose financial statements taken as awhole.

Trimble, Julian & Grube, Inc.
December 12, 2001
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Revenues:

Property Taxes

Income Tax
Intergovernmental
Interest

Tuition and Fees

Rent

Extracurricular Activities
Gifts and Donations
Miscellaneous

Total Revenues

Expenditures:
Current:

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

Total Expenditures

Excess of Revenues Over (Under) Expenditures

Other Financing Sources:

Proceeds from Sale of Fixed Assets
Inception of Capital Lease
Operating Transfers In

Operating Transfers Out

Total Other Financing Sources

Excess of Revenues and Other Financing
Sources Over (Under) Expenditures

Fund Balances at Beginning of Year -
(Restated, Note 3)

Decrease in Reserve for Inventory

Fund Balances at End of Y ear

THE NOTES TO THE GENERAL PURPOSE FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THIS STATEMENT.

Southwest Licking Local School District, Ohio
Combined Statement of Revenues, Expenditures,
and Changes in Fund Balances
All Governmental Fund Types
For the Fiscal Y ear Ended June 30, 2001

Governmental Fund Types Totas
Specia Debt Capital (Memorandum

General Revenue Service Projects Only)
$6,175,704 $0 $1,866,688 $654,395 $8,696,787
2,779,705 0 0 0 2,779,705
10,092,793 683,846 214,766 220,995 11,212,400
303,815 25,065 0 605,810 934,690
290,749 0 0 0 290,749
7,390 0 0 0 7,390
3,000 500,605 0 0 503,605
20,160 66,674 0 0 86,834
103,748 0 0 2,245 105,993
19,777,064 1,276,190 2,081,454 1,483,445 24,618,153
8,953,590 103,514 0 249,312 9,306,416
1,165,020 301,876 0 0 1,466,896
475,584 74 0 0 475,658
1,022,023 28,127 0 0 1,050,150
664,804 128,462 0 5,692 798,958
23,981 0 0 0 23,981
1,634,321 27,113 0 0 1,661,434
550,673 3,541 28,304 10,470 592,988
141,103 3,461 0 468 145,032
1,750,980 1,500 0 51,584 1,804,064
1,377,108 0 0 0 1,377,108
221,951 73,563 0 29,861 325,375
0 5,450 0 0 5,450
413,294 582,645 0 0 995,939
526,590 0 0 9,189,014 9,715,604
54,781 0 900,000 0 954,781
12,947 0 1,278,147 0 1,291,094
18,988,750 1,259,326 2,206,451 9,536,401 31,990,928
788,314 16,864 (124,997) (8,052,956) (7,372,775)
13,554 0 0 0 13,554
526,590 0 0 0 526,590
0 0 0 122,401 122,401
0 0 0 (122,401) (122,401)
540,144 0 0 0 540,144
1,328,458 16,864 (124,997) (8,052,956) (6,832,631)
1,496,285 390,349 1,026,883 11,665,790 14,579,307
(794) 0 0 0 (794)
$2,823,949 $407,213 $901,886 $3,612,834 $7,745,882

4



"INIWILVIS SIHL 40 14Vd TVHOILNI NV 4V SINIFWILVIS TVIONVNIH ISOddNd TVHINTD IHL OLSILON IHL

yr0'ssr'es 812'298'0% vEZ'L0r'eS 065'766'T$ TS TIL'TS 2€6'9TL$ 689'25% YYr'9ELS G5.'89% T0E'ZEES 0ZT'vOr$ 618'TL$ v9r'0,0'T$ 261°010'€$ 82L'666'T$ 69 A JO pU3 e Se0LefRg pUnd
0 Z19'9TE'6 219'9TE'S 0 657'760'6 650'760'6 0 0 0 0 086°0% 086°0 0 €LT'18T €LTT8T poreidoidd'y SeoURIGLINOUT 168 A JOLd
0 860'€2E'L 860'€2€'L 0 895'262' 895'Z€C Y 0 ¥29'ST6 ¥29'ST6 0 YE6'ESE 7E6'eSE 0 2.6'028'T 2,6'028'T (porersay) 20 A J0 Buluibeg e soouefeg pundy
7Y0'SSY'E (eev'22L'6) (9v'zez'eT) 065'766'T (505'5T9'0T) (360°0T9'2T) 689'/5 (081'62T) (698'9¢€2) TOE'ZEE 902'6 (g60°€Z€) ¥9v'0L0'T 1¥0'800'T (L19'29) sesn Bumureul Jouyi0 pue sainjipuadxa

(#pun) JoAQ savinos Bupueuly
JBUIO PUe SANUBASY JO SS0XT

Y0821 YSSET 05L 0 0 0 0 0 0 0 0 0 ¥08'2T ySS'ET 0SL (sasn) seounos Buroteul BUYIO 101
0 (000's2T) (0o0'szT) 0 (000'szT) (0o0'szT) 0 0 0 0 0 0 0 0 0 N0 BstelL buerdo
0 000'GZT 000'GZT 0 000's2T 000's2T 0 0 0 0 0 0 0 0 0 uj el | Buneiedo
v08'2T ySS'ET 0s. 0 0 0 0 0 0 0 0 0 Y0821 YSS'ET 0sL SPSSY POXId J09ES W) Spas00Ld

(555N 3103 BUBUEUT BUIO

ovz'err'e (986'062'6) (9zz'eez'eT) 065'766'T (305'519'0T) (S60'019°2T) 689'2S (081'6T) (698'9e2) TOE'ZEE 902'6 (s60°cze) 099'250°'T £6'766 (291'29) samipusdxa
(Jopun) JOAQ SaNUBASY JO SS0XT

229'TSh'C LTTEVTYE 62 765'9€ 862'T98'T TIT8YT T 607'600'7T 69€'S TSY'902' 02812 62v'8ve 9.9 TTET S0T'09S'T 925'9€€ 688'9L7'8T STY'ET8'8T sanipusdx3 e10L
€19 T8LTT 028'782'T 0 0 0 €19 18/ T 028'T82'T 0 0 0 0 0 ) sabreyd [easid pue el |
0 000'006 000'006 0 0 0 0 000'006 000'006 0 0 0 0 0 0 WweweRY fediould
B0INRS 180
026'78'T £€8€'850'TT €0£'€06'2T Yi'zes'T 60T'€L6'0T £€55'564'2T 0 0 0 0 0 0 uY'ze vI2's8 052'20T fepno ryded
STT'8E L£8'S90'T 256'E0T'T s 986'TT 2T 0 0 0 vEY'E6 252'2€9 989's2L (v2€'sS) 66512 S22'99€ NIAIOY RIROLLINoRNXT
o1L 05e'Te 09028 0 0 0 0 0 0 otz 05e'TE 09028 0 0 0 S0INRS [PUOONIISU-UON Jo UoeiRdO
zzLoL 612285 T00'859 8re'zT S65'€82 £v6'S6C 0 0 0 200'6 20v'se 60776 L9€'6t 282'812 6v9'292 [DT2e)
(zzo'ot) £IS9TY'T 98v'90v'T (6€) oLr'’ze TET'CE 0 0 0 0 0 0 (886'6) EVE'VBE'T SSE'VLET uonepodsues L idnd
959'92T SY'TIT'Z YOT'8E2'C 5L 7v0'662 86.'T0E 0 0 0 0 008'T 008'T 206'€2T Y06'0T8'T 908'7€6'T 1Ueld Jo BoUeURIIRI pUe UoeRdD
SL0'0T 8r.'28¢ £28'26€ 69t'e 196'062 0EY'vET 0 0 0 0T Tor'e TE9'E 9%€Y'9 oze'syT 29L75T ssousng
(voz'TY) 185'929 11€'a85 (811) 81522 00T'22 969'T ¥0E'82 000'08 6 e'e 0SS'E (t6v'2v) 812245 121625 sy
2ze'v6T LE'569'T 65.'688'T 0 0 0 0 0 0 L00's 2T 6l2'ce STE'68T S9T'299'T 08Y'958'T uoneISIUILPY
6.9'T TIE'ST 066'92 0 0 0 0 0 0 0 0 0 6/9'T TIE'ST 066'92 uo1eonp3 Jo preog
2v9'8T £9v'2€8 S0T'998 28T TEV'OY €16'25 0 0 0 2v9'29 80Y'€2T 050'T6T (e8r'95) y29'eL9 ZyT'LT9 4eIS UONONISU|
(s21's2) ¥00'150'T 628'520'T 0 0 0 0 0 0 vE6'C €19'62 10928 (601'82) TEE'TZ0'T 222'€66 Ing
S201AS Loddns
o'l S5€'T6E 000'6TY 0 0 0 0 0 0 0 0 0 Sv9'22 S5E'T6E 000'6TY BUYO
€28'8 2Ly 0S8'STY 0 0 0 0 0 0 9ze'T L 00r'T 160'L £59'907 0ST'YTY [UOIIRI0A
(ove'eT) VES'EOY'T ¥65'06T 0 0 0 0 0 0 296'9y 26V'ELT YSv'0ZE (206'65) ZYO'0ET'T OrT'0L0'T ferads
986'78T ot0'v28'8 966'850'6 €02’ 162752 005'252 0 0 0 822'Te 152'66 6.7'02T §56'09T 29v'0es'e 101898 R|nbey
uononisu|
‘ueun)
Spuedxg
819'066 TrI'2SE v €25'T9€'EC 262'€eT 909265 Y1E'66€'T 02€'25 1220 156'726'T 2.8'e8 288'02€'T 010'262'T YET'TeL 288 TLY'6T 8v2'06.'8T senuersy 1oL
£68'58 9eY'0TT €SV oz 02T svz'z 0 0 0 () 0 8y 9T6's8 99T'80T 05222 snoaue|jeasiiN
(ov2'8T) ¥€8'98 085'S0T 0 0 0 0 0 0 (906'82) 29'99 085'56 09T'0T 091’02 000'0T suoneuOQ PUE SHIO
0T0'2L 69.'205 65L'Sey 0 0 0 0 0 0 0T0'vL 69.'667 65L'Sey 000'€ 000'e 0 SONIANOY [noLuncexg
06€'2 06€'2 000's 0 0 0 0 0 0 0 0 0 06€'2 06€'2 000's ey
9LL'TL 9/2'192 005'68T 0 0 0 0 0 0 0 0 0 9LL'TL 9/2'192 005'68T 894 pue uofInL
216'9LT L0L'610'T S6L'2L8 oTY'EL 626'789 €15'TT9 0 0 0 €ET'YT S90's2 2€6'0T £9€'68 €T2'6€E 0s€'052 R
S68'€8Z SE2'692'TT 0vE's86'0T 6LL'28 166'922 212681 (Le9'st) S9LYTZ 207092 €897 vig'6eL 169'70L 0£0'292 S0T'860°0T SE0'TE8'S EIBWUBABR|
€1€'80T £T€'€89'C 00055 0 0 0 0 0 0 0 0 0 €1€'80T £T€'€89'T 000'5.5'2 e awoou|
SLT'E02S T8T'T8E'8S 900'82T°8% 2022 9Tv'819% 7E'965H 156'16% 905°218'T$ BYSVILTS 0$ 0 0 9v1'e8$ 652°056'G$ £17'298'S$ soxe) Auedoxd
Senterey
(@Iqeloneun) ey ®bpNg (@Iqeloneun) ey »bpng (eIqelonejun) 257 »bpng (eIqeIoneun) oy »bpng (eIqeloneun) Ry wbpng
a|geiones pesiney a|ceioneS pesiney aeIone pasiney a|ceiones pesiney aeIone pesiney
0URLRA 0URLRA oueLeA URLEA aoueLeA
(Aluo wnpuelows ) sero L spun speloid Eerded pun- 201ARS 180 SpUN anuerdy [e1oads pung eueD

T00Z ‘0E 8UNC PapUT K9 A 351 8} 10
sadA 1L pund EIBWLRA0D 11V
(siseg ©BpNg) NIy pue BBPNG - S9dUeRg pUNnS Ul Sebueyd
PUe ‘SaInipuadx3 ‘SaNueAY JO IBLIBEIS PAUIGUWIOD
0140 'PIISIA 100 69077 BUINIT FIMYINOS



Southwest Licking Local School District, Ohio
Statement of Revenues, Expenses,
and Changesin Fund Equity
Proprietary Fund Type
For the Fiscal Y ear Ended June 30, 2001

Enterprise

Revenues:
Sales $632,368
Expenses:
Salaries 272,318
Fringe Benefits 101,140
Purchased Services 4,478
Materials and Supplies 30,651
Cost of Sales 325,972
Depreciation 14,083
Other 822
Total Expenses 749,464
Operating Loss (117,096)
Non-Operating Revenues:
Federal Donated Commodities 44,036
Interest Income 29,153
Federa and State Subsidies 105,359
Total Non-Operating Revenues 178,548
Net Income 61,452
Retained Earnings at Beginning of Y ear 277,495
Retained Earnings at End of Y ear 338,947
Contributed Capital at Beginning of Y ear 23,562
Contributions During the Y ear:

from the Building Capital Projects Fund 6,276
Contributed Capital at End of Year 29,838
Total Fund Equity at End of Year $368,785

THE NOTES TO THE GENERAL PURPOSE FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THIS STATEMENT.
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Southwest Licking Local School District, Ohio
Statement of Revenues, Expenses, and Changesin
Fund Equity - Budget and Actual Comparison (Budget Basis)
Proprietary Fund Type
For the Fiscal Y ear Ended June 30, 2001

Enterprise Fund

Variance
Revised Favorable
Budget Actual (Unfavorable)

Revenues.

Sales $568,000 $632,326 $64,326
Interest 20,000 29,153 9,153
Federal and State Subsidies 110,000 104,891 (5,109)
Other Operating Revenues 250 0 (250)
Total Revenues 698,250 766,370 68,120
Expenses:

Salaries 277,529 269,373 8,156
Fringe Benefits 98,200 95,659 2,541
Purchased Services 5,926 4,957 969
Materials and Supplies 485,970 310,818 175,152
Capital Outlay 6,484 5,285 1,199
Other 1,005 822 183
Total Expenses 875,114 686,914 188,200
Excess of Revenues Over (Under) Expenses (176,864) 79,456 256,320
Fund Equity at Beginning of Y ear 262,969 262,969 0
Prior Y ear Encumbrances Appropriated 3,109 3,109 0
Fund Equity at End of Year $89,214 $345,534 $256,320

THE NOTES TO THE GENERAL PURPOSE FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THIS STATEMENT.



Southwest Licking Local School District, Ohio
Statement of Cash Flows
Proprietary Fund Type
For the Fiscal Y ear Ended June 30, 2001

Enterprise
Increase in Cash and Cash Equivalents
Cash Flows from Operating Activities:
Cash Received from Sales $632,326
Cash Payments for Employee Services and Benefits (365,032)
Cash Payments to Suppliers for Goods and Services (317,552)
Other Operating Expenses (822)
Net Cash Used for Operating Activities (51,080)
Cash Flows from Noncapital Financing Activities:
Operating Grants Received 104,891
Cash Flows from Capital and
Related Financing Activities:
Acquisition of Capital Assets (2,929)
Cash Flows from Investing Activities:
Interest on Investments 29,153
Net Increase in Cash and Cash Equivalents 80,035
Cash and Cash Equivalents Beginning of Y ear 266,077
Cash and Cash Equivalents End of Year $346,112
Reconciliation of Operating
Lossto Net Cash
Used for Operating Activities:
Operating Loss ($117,096)
Adjustments to Reconcile Operating Loss
to Net Cash Used for Operating Activities:
Depreciation 14,083
Donated Commaodities Used During the Y ear 44,036
Changesin Assets and Liabilities:
Increase in Accounts Receivable (42)
Increase in Materials and Supplies Inventory (230)
Increase in Inventory Held for Resale (610)
Decrease in Accounts Payable (92)
Increase in Deferred Revenue 345
Increase in Accrued Salaries and Benefits Payable 3,203
Increase in Intergovernmental Payable 10,457
Decrease in Compensated Absences Payable (5,234)
Net Cash Used for Operating Activities ($51,080)

Noncash Capital Financing Activities:

During fiscal year 2001, the Food Service Enterprise Fund fixed asset additionsin the
amount of $6,276 were received from the Building Capital Projects Fund, and were
recorded as contributed capital.

THE NOTES TO THE GENERAL PURPOSE FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THIS STATEMENT.
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Southwest Licking Local School District, Ohio
Notes to the General Purpose Financial Statements
For the Fiscal Y ear Ended June 30, 2001

NOTE 1- DESCRIPTION OF THE SCHOOL DISTRICT AND REPORTING ENTITY

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

The School District was established in 1953 through the consolidation of existing land areas and school
districts. The School District serves an area of approximately 65 square miles. It islocated in Licking
County, and includes all of the City of Pataskala, the Village of Kirkersville and portions of Etna, Harrison,
St. Albans, and Union Townshipsin Licking County and Liberty Townshipin Fairfield County. The School
Digtrict is staffed by 118 classified employees, 204 certificated full-time teaching personnel, and 12
administrative employees who provide services to 3,125 students and other community members. The
School District currently operates six instructional buildings, one administrative buildings, and one garage.

Reporting Entity:

Thereporting entity is comprised of the primary government, component units, and other organizations that
are included to insure that the financial statements of the School District are not misleading. The primary
government consists of all funds, departments, boards, and agencies that are not legally separate from the
School District. For Southwest Licking Local School District, thisincludesgeneral operations, food service,
preschool, and student related activities of the School District.

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

The following activities are included within the reporting entity:

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

The School District participates in three jointly governed organizations, one related organization, and one
insurance purchasing pool. These organizations are the Licking Area Computer Association, the
Metropolitan Educational Council, Central Ohio Special Education Regional Resource Center, the Pataskala
Public Library, and the Ohio School Boards Association Workers' Compensation Group Rating Plan. These
organizations are presented in Notes 20 and 21 to the general purpose financial statements.



Southwest Licking Local School District, Ohio
Notes to the General Purpose Financial Statements
For the Fiscal Y ear Ended June 30, 2001

NOTE 2- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Thefinancial statements of the Southwest Licking Local School District have been prepared in conformity
with generally accepted accounting principles (GAAP) asapplied to governmental units. The Governmental
Accounting Standards Board (GASB) is the accepted standard-setting body for establishing governmental
accounting and financia reporting principles. The School District also applies Financial Accounting
Standards Board (FASB) statements and interpretations issued on or before November 30, 1989, to its
proprietary activities provided they do not conflict with or contradict GASB pronouncements. The more
significant of the School District's accounting policies are described as follows:

A. Basisof Presentation - Fund Accounting

The School District uses funds and account groups to report on its financial position and the results of its
operations. Fund accounting is designed to demonstrate legal compliance and to aid financial management
by segregating transactions related to certain School District functions or activities.

A fund isdefined asafiscal and accounting entity with a self-balancing set of accounts recording cash and
other financial resources, together with all related liabilities and residual equities or balances, and changes
therein, which are segregated for the purpose of carrying on specific activities or attaining certain objectives
in accordance with special restrictions or limitations. An account group is a financia reporting device
designed to provide accountability for certain assets and liabilities not recorded in the funds because they
do not directly affect net available expendable resources.

For financia statement presentation purposes, the various funds of the School District are grouped into the
following generic fund types under the broad fund categories governmental, proprietary, and fiduciary.

Governmental Fund Types:

Governmental funds are those through which most governmental functions of the School District are
financed. Theacquisition, use, and balances of the School District's expendable financial resources and the
related current liabilities (except those accounted for in proprietary funds) are accounted for through
governmental funds. The following are the School District's governmental fund types:

General Fund - Thegeneral fundisthe operating fund of the School District and is used to account
for all financial resources except those required to be accounted for in another fund. The general
fund balanceisavailableto the School District for any purpose provideditisexpended or transferred
according to the general laws of Ohio.

Special Revenue Funds - Special revenue funds are used to account for the proceeds of specific
revenue sources (other than expendable trusts or major capital projects) that are legally restricted
to expenditure for specified purposes.

Debt Service Fund - Thedebt servicefund is used to account for the accumul ation of resourcesfor,
and the payment of, general long-term obligation principal, interest, and related costs.

Capital Projects Funds - The capital projects funds are used to account for financial resourcesto

be used for the acquisition or construction of major capital facilities (other than those financed by
proprietary funds).
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Southwest Licking Local School District, Ohio
Notes to the General Purpose Financial Statements
For the Fiscal Y ear Ended June 30, 2001

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POL ICIES (continued)

Proprietary Fund Type:

Proprietary funds are used to account for the School District's ongoing activities which are similar to those
found in the private sector. The following isthe School District's proprietary fund type:

Enterprise Fund - An enterprise fund is used to account for School District activities that are
financed and operated in amanner similar to private business enterpriseswhere theintent isthat the
costs (expenses, including depreciation) of providing goods or services to the general public on a
continuing basis be financed or recovered primarily through user charges or where it has been
decided that periodic determination of revenues earned, expenses incurred, and/or net income is
appropriate for capital maintenance, public policy, management control, accountability, or other
purposes.

Fiduciary Fund Types:

Fiduciary funds are used to account for assets held by the School District in atrustee capacity or as an agent
for individuals, private organizations, other governmental units, and/or other funds. The School District’s
fiduciary fundsinclude agency funds. Agency funds are custodial in nature (assets equal liabilities) and do
not involve measurement of results of operations.

Account Groups:
To make aclear distinction between fixed assets related to specific funds and those of general government,
and between long-term liabilities related to specific funds and those of a general nature, the following

account groups are used:

General Fixed Assets Account Group - Thisaccount group is established to account for all fixed
assets of the School District, other than those accounted for in the proprietary fund.

General Long-Term Obligations Account Group - This account group is established to account
for al long-term obligations of the School District except those accounted for in the proprietary
fund.

B. Measurement Focus and Basis of Accounting

The accounting and financial reporting treatment applied to afund is determined by its measurement focus.
All governmental fund types are accounted for using a flow of current financial resources measurement
focus. With thismeasurement focus, only current assetsand current liabilities are generally included on the
balance sheet. Operating statements of these funds present increases (i.e., revenues and other financing
sources) and decreases (i.e., expenditures and other financing uses) in net current assets.

The proprietary fund is accounted for on a flow of economic resources measurement focus. With this
measurement focus, all assetsand all liabilities associated with the operation of these funds areincluded on
the balance sheet. Fund equity (i.e., net total assets) is segregated into contributed capital and retained
earnings components. The proprietary fund type operating statement presentsincreases(i.e., revenues) and
decreases (i.e., expenses) in net total assets.
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Southwest Licking Local School District, Ohio
Notes to the General Purpose Financial Statements
For the Fiscal Y ear Ended June 30, 2001

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POL ICIES (continued)

Basis of accounting refers to when revenues and expenditures or expenses are recognized in the accounts
and reportedinthefinancial statements. Basisof accounting relatesto thetiming of the measurements made.

The modified accrual basis of accounting is followed for the governmental and agency funds. The full
accrual basis of accounting is followed for the proprietary fund.

Revenueresulting fromexchangetransactions, inwhich each party givesand receivesessentially equal value,
is recorded on the accrual basis when the exchange takes place. On a modified accrual basis, revenueis
recorded in the fiscal year in which the resources are measurable and become available. Available means
that the resourceswill be collected within the current fiscal year or are expected to be collected soon enough
thereafter to be used to pay liabilities of the current fiscal year. For the School District, available means
expected to be received within sixty days of year-end.

Non-exchange transactions, in which the School District receives value without directly giving equal value
in return, include property taxes, income taxes, grants, entitlements and donations. On an accrual basis,
revenue from property taxes is recognized in the fiscal year for which the taxes are levied. (See Note 7.)
Revenuefromincometaxesisrecognized in the period in which theincomeisearned. Revenuefrom grants,
entitlements and donations is recognized in the fiscal year in which al eligibility requirements have been
satisfied. Eligibility requirements include timing requirements, which specify the year when the resources
are required to be used or the fiscal year when useis first permitted, matching requirements, in which the
School District must provide local resources to be used for a specified purpose, and expenditure
regquirements, in which the resources are provided to the School District on a reimbursement basis. On a
modified accrual basis, revenue from non-exchange transactions must also be available before it can be
recognized.

Under the modified accrual basis, the following revenue sources are considered to be both measurable and
available at fiscal year-end: property taxes available as an advance, interest, tuition, grants, student fees,
income tax and rentals.

Deferred revenue arises when assets are recognized before revenue recognition criteria have been satisfied.

Property taxes for which there is an enforceable legal claim as of June 30, 2001, but which were levied to
finance fiscal year 2002 operations, have been recorded as deferred revenue. Grants and entitlements
received beforeeligibility requirementsare met areal so recorded asdeferred revenue. Onamodified accrual
basis, receivables that will not be collected within the available period have also been reported as deferred
revenue.

The measurement focus of governmental fund accounting is on decreases in net financial resources
(expenditures) rather than expenses. Expenditures are generally recognized in the accounting period in
which the related fund liability isincurred, if measurable. Allocations of cost, such as depreciation and
amortization, are not recognized in governmental funds.

On the accrual basis of accounting, expenses are recognized at thetime they areincurred. Thefair value of
donated commodities used during the year is reported in the operating statement as an expense with alike
amount reported as donated commodities revenue. Unused donated commodities are reported as deferred
revenue.
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Southwest Licking Local School District, Ohio
Notes to the General Purpose Financial Statements
For the Fiscal Y ear Ended June 30, 2001

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POL ICIES (continued)

C. Budgetary Data

The budgetary processis prescribed by provisions of the Ohio Revised Code and entails the preparation of
budgetary documents within an established timetable. The major documents prepared are the tax budget,
the certificate of estimated resources, and the appropriation resolution, all of which are prepared on the
budgetary basis of accounting. The certificate of estimated resources and the appropriations resolution are
subject to amendment throughout the year with the legal restriction that appropriations cannot exceed
estimated resources, as certified.

All funds, other than agency funds, are legally required to be budgeted and appropriated. Thelegal level of
budgetary control is at the fund level.

Tax Budget:

Prior to January 15, the Superintendent and Treasurer submit to the Board of Education aproposed operating
budget for thefiscal year commencing thefollowing July 1. The budget includes proposed expenditures and
the means of financing for all funds. Public hearings are publicized and conducted to obtain taxpayers
comments. Theexpress purpose of thisbudget document isto reflect the need for existing (or increased) tax
rates. By no later than January 20, the Board-adopted budget is filed with the Licking County Budget
Commission for rate determination.

Estimated Resour ces:

Prior to April 1, the Board of Education accepts, by formal resolution, the tax rates as determined by the
County Budget Commission and receives the commission's certificate of estimated resources which states
the projected revenue of each fund. Prior to June 30, the School District must reviseits budget so that total
contemplated expenditures from any fund during the ensuing year will not exceed the amount stated in the
certificate of estimated resources. Therevised budget then servesasthe basisfor the appropriation measure.
Onor about July 1, the certificateisamended to include any unencumbered cash balancesfromthe preceding
year. The certificate may be further amended during the year if projected increases or decreasesin revenue
areidentified by the School District Treasurer. Theamountsreportedinthe budgetary statementsreflect the
amountsin the final amended certificate issued during fiscal year 2001.

Appropriations:

Upon receipt from the County Auditor of an amended certificate of estimated resources based on final
assessed values and tax rates or acertificate saying no new certificateis necessary, the annual appropriation
resolution islegally enacted by the Board of Education at the fund level of expenditures, which isthe legal
level of budgetary control. Prior to the passage of the annual appropriation measure, the Board may pass a
temporary appropriation measure to meet the ordinary expenses of the School District. The appropriation
resolution, by fund, must be within the estimated resources as certified by the County Budget Commission.
Any revisionsthat alter thetotal of any fund appropriation must be approved by the Board of Education. The
treasurer hasthe authority to all ocate fund appropriationsto the function and object level of the expenditure.
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Southwest Licking Local School District, Ohio
Notes to the General Purpose Financial Statements
For the Fiscal Y ear Ended June 30, 2001

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POL ICIES (continued)

The Board may pass supplemental fund appropriations so long as the total appropriations by fund do not
exceed the amounts set forth in the most recent certificate of estimated resources. During the year, several
supplemental appropriations were legally enacted; however, none of these amendments were significant.

Thebudget figureswhich appear in the statements of budgetary compari sonsrepresent thefinal appropriation
amounts, including all supplemental appropriations. Formal budgetary integration is employed as a
management control device during the year for all funds other than agency funds, consistent with statutory
provisions.

Encumbrances:

Aspart of formal budgetary control, purchase orders, contracts, and other commitments for the expenditure
of monies are recorded as the equivalent of expenditures on the non-GAAP budgetary basis in order to
reserve that portion of the applicable appropriation and to determine and maintain legal compliance.
Expenditures plusencumbrancesmay not legally exceed appropriations. Onthe GAAPbasi s, encumbrances
outstanding at fiscal year end are reported asareservation of fund balance for subsequent-year expenditures
for governmental funds. The Food Service Enterprise fund had $579 in outstanding encumbrances at June
30, 2001.

Lapsing of Appropriations:
At the close of each fiscal year, the unencumbered balance of each appropriation reverts to the respective
fund from which it was appropriated and becomes subject to future appropriation. Encumbered

appropriations are carried forward to the succeeding fiscal year and are not reappropriated.

D. Cash and Cash Equivalents

To improve cash management, cash received by the School District ispooled. Moniesfor all funds, except
for some capital projectsmoniesused for construction, are maintained in thispool. Individual fundintegrity
is maintained through School District’srecords. Each fund’sinterest in the pool is presented as “ cash and
cash equivalents’ on the balance sheet.

The School District has segregated bank accountsfor the payroll and athletic accounts held separately from
the School District’ scentral bank account. These checking accounts are presented on the combined balance
sheet as* cash and cash equivalentsin segregated accounts’ sincethey are not required to be deposited into
the School District treasury.

During fiscal year 2001, investments were limited to STAR Ohio, repurchase agreements, and certificates
of deposit. Repurchase agreements and certificates of deposit are reported at cost. STAR Ohio is an
investment pool managed by the State Treasurer’ s Office which allows governmentswithin the State to pool
their funds for investment purposes. STAR Ohioisnot registered with the SEC as an investment company,
but does operatein amanner consistent with Rule 2a7 of the Investment Company Act of 1940. Investments
in STAR Ohio arevalued at STAR Ohio’ s share price which isthe price the investment could be sold for on
June 30, 2001.
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Southwest Licking Local School District, Ohio
Notes to the General Purpose Financial Statements
For the Fiscal Y ear Ended June 30, 2001

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POL ICIES (continued)

Following Ohio statutes, the Board of Education has, by resolution, specified the funds to receive an
alocation of interest earnings. Interest revenue credited to the general fund during fiscal year 2001
amounted to $303,815, which includes $71,927 assigned from other School District funds.

For purposes of the combined statement of cash flows and for presentation of the combined balance sheet,
investments of the cash management pool and investments with original maturities of three months or less
at thetimethey are purchased by the School District are considered to be cash equivalents. Investmentswith
an initial maturity of more than three months not purchased from the pool are reported as investments.

E. Inventory

Inventories of governmental funds are stated at cost while the inventory of the proprietary fund is stated at
the lower of cost or market. For all funds, cost is determined on a first-in, first-out basis. Inventory in
governmental funds consists of expendable supplies held for consumption. The cost of inventory itemsis
recorded asan expenditurein the governmental fund typeswhen purchased. Reported material and supplies
inventory is equally offset by afund balance reservein the governmental funds which indicatesthat it does
not constitute available expendable resources even though it is a component of net current assets. The
inventory of the proprietary fund consists of donated food and purchased food held for resal eand isexpensed
when used.

F. Prepaid I[tems

Payments made to vendors for services that will benefit periods beyond June 30, 2001, are recorded as
prepaid items using the consumption method. A current asset for the prepaid amount isrecorded at thetime
of the purchase and an expenditure/expense is reported in the year in which services are consumed.

G. Restricted Assets

Restricted assets in the general fund represent cash and cash equivalents whose use is limited by legal
requirements. Restricted assets include unexpended revenues for the purchase of buses, and amounts
required by statute to be set aside by the School District to create areserve for BWC refunds. See Note 23
for the calculation of the year end restricted asset balance and the corresponding fund balance reserve.

H. Receivables and Payables

Receivables and payabl es to be recorded on the School District’s financial statements are recorded to the
extent that the amounts are determined material and substantiated not only by supporting documentation, but
also, by areasonable, systematic method of determining their existence, completeness, valuation, and in the
case of receivables, collectibility.
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Southwest Licking Local School District, Ohio
Notes to the General Purpose Financial Statements
For the Fiscal Y ear Ended June 30, 2001

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POL ICIES (continued)

|. Fixed Assets and Depreciation

Genera fixed assets are not capitalized in the funds used to acquire or construct them. Instead, capital
acquisition and construction costsare reflected as expendituresin governmental funds, and therel ated assets
are reported in the general fixed assets account group. Fixed assets utilized in the proprietary fund is
capitalized inthefund. All fixed assetsare capitalized at cost (or estimated historical cost) and updated for
additions and retirements during the year. Donated fixed assets are recorded at their fair market values as
of the date received. The School District maintains a capitalization threshold of five hundred dollars. The
School District does not capitalize infrastructure, as these assets are immovable and of value only to the
School District.

The costs of normal maintenance and repairs that do not add to the value of the asset or materially extend
an asset's life are not capitalized. Improvements are capitalized. Improvements to fund fixed assets are
depreciated over the remaining useful lives of the related fixed assets.

Assetsinthegeneral fixed assetsaccount group are not depreciated. Depreciation of furnitureand equipment
in the enterprise fund is computed using the straight-line method over an estimated useful life of five to
twenty years.

J. Interfund Assetg/Liabilities

Receivablesand payabl esresulting from transacti ons between fundsfor services provided or goodsreceived
are classified as “due from other funds” or “due to other funds’ on the balance sheet.

K. Compensated Absences

Vacation benefits are accrued as a liability as the benefits are earned if the employees’ rights to receive
compensation are attributable to services already rendered and it is probable that the School District will
compensate the employees for the benefits through paid time off or some other means. The School District
recordsaliability for accumulated unused vacation time when earned for all employees with more than one
year of service.

Sick leave benefits are accrued as aliability using the vesting method. Theliability includes the employees
who are currently eligible to receive termination benefits and those the School District has identified as
probabl e of receiving payment inthefuture. Theamount isbased on accumulated sick leave and employees’
wage rates at fiscal year end, taking into consideration any limits specified in the School District's
termination policy. The School District records aliability for accumulated unused sick leave for classified
and certified employees with ten or more years of current service with the School District.

For governmental funds, the current portion of unpaid compensated absencesis the amount expected to be
paid using available expendable resources. These amounts are recorded in the account "compensated
absences payable" in the fund from which the empl oyeeswho have accumulated unpaid leave are paid. The
remainder isreported in the general long-term obligations account group. Inthe proprietary fund, the entire
amount of compensated absencesis reported as a fund liability.
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Southwest Licking Local School District, Ohio
Notes to the General Purpose Financial Statements
For the Fiscal Y ear Ended June 30, 2001

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POL ICIES (continued)

L. Accrued Liabilitiesand Long-Term Obligations

In general, governmental fund payables and accrued liabilities are reported as obligations of the funds
regardless of whether they will be liquidated with current resources. However, claims and judgements,
compensated absences, contractually required pension contributions, and special termination benefits that
will be paid from governmental funds arereported asaliability in the general long-term obligations account
group to the extent that they will not be paid with current available expendable financial resources. In
general, payments made more than two months after fiscal year end are considered not to have used current
available financial resources. Bonds, long-term loans, and capital leases are reported as a liability of the
general long-term obligations account group until due.

Long-term debt and other obligations financed by the proprietary fund are reported as liabilities in the
proprietary fund.

M. Interfund Transactions

Quasi-external transactions are accounted for as revenues and expenditures or expenses. Transactions that
constitute reimbursements to a fund for expenditures initially made from it that are properly applicable to
another fund are recorded as expenditures/expenses in the reimbursing fund and as reductions of
expendituresin the fund that is reimbursed. Nonrecurring or nonroutine permanent transfers of equity are
reported as residual equity transfers. All other interfund transfers are reported as operating transfers.

N. Fund Balance Reserves

The School District reserves those portions of fund equity which arelegally segregated for a specific future
use or which do not represent available expendable resources and therefore are not available for
appropriation or expenditure. Unreserved fund balance indicates that portion of fund equity which is
availablefor appropriationinfuture periods. Fund equity reserves have been established for encumbrances,
inventories of supplies and materials, property taxes, bus purchases, unclaimed monies, and BWC refunds.

Thereserve for property taxes represents taxes recognized as revenue under generally accepted accounting
principles but not available for appropriation under State statute. The reserve for BWC refunds represents
money legally restricted to be expended only on allowable expenditures.

O. Contributed Capital

Contributed capital represents resources from other funds, other governments, and private sources provided
to proprietary fundsthat is not subject to repayment. These assets are recorded at their fair market value on
the date donated. Depreciation on those assets acquired or constructed with contributed resources is
expensed and closed to unreserved retained earnings at year end.

Because the School District did not prepare financia statements in accordance with generally accepted
accounting principlesprior tofiscal year 1997, the exact amount of contributed capital cannot be determined.
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Southwest Licking Local School District, Ohio
Notes to the General Purpose Financial Statements
For the Fiscal Y ear Ended June 30, 2001

NOTE 2- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Conseguently, only those amounts that have been specifically identified have been classified as contributed
capital in the accompanying combined financial statements. All other fund equity amounts pertaining to
proprietary funds have been classified as retained earnings.

P. Estimates
Thepreparation of financial statementsin conformity with generally accepted accounting principlesrequires
management to make estimates and assumptionsthat affect the amountsreported in the financial statements

and accompanying notes. Actual results may differ from those estimates.

Q. Total Columnson General Purpose Financial Statements

Total columns on the general purpose financial statements are captioned “ Total - (Memorandum Only)” to
indicate that they are presented only to facilitate financial analysis. Datain these columns do not present
financial position, results of operations, or cash flows in conformity with generally accepted accounting
principles. Neither is such datacomparable to a consolidation. Interfund eliminations have not been made
in the aggregation of this data.

NOTE 3- RESTATEMENT OF PRIOR YEAR BALANCES

Changesin Accounting Principles

For fiscal year 2001, the School District has implemented GASB Statement No. 33, “Accounting and
Financial Reporting for Nonexchange Transactions” and GASB Statement No. 36, “Reporting for Certain
Shared Nonexchange Revenues.” Theimplementation of GASB Statements 33 and 36 had no effect onfund
balances at June 30, 2000.

The School District had several fund reclassifications and a prior year receivable not recorded at June 30,
2000. These changesresulted in achangein the excess of revenues and other financing sourcesover (under)
expenditures as previously reported for the year ended June 30, 2000:

Special
Revenue
Excess as previoudly reported ($51,177)
Receivable 36,475
Reclassification of afund (12,156)

Restated amount for the year ended June 30, 2000 ($26,858)
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Southwest Licking Local School District, Ohio
Notes to the General Purpose Financial Statements
For the Fiscal Y ear Ended June 30, 2001

NOTE 3- RESTATEMENT OF PRIOR YEAR BALANCES (continued)

The reclassifications had the following effects on fund balance as it was previously reported as of June 30,
2000.

Special
Revenue
Balances as previously reported $272,148
Receivable 36,475
Reclassification of funds 81,726
Restated Balances as of
July 1, 2000 $390,349

TheDistrict has presented arestatement of certain fund balancesasoriginally presented at June 30, 2000 on
the Combined Statement of Revenues, Expenditures, and Changes in Fund Balances, Budget-and-Actual
Comparison (Non-Gaap Budgetary Basis), All Governmental Fund Types because of errorsin prior fiscal
years encumbrances. The effect of this adjustment to fund balances is as follows:

Balance as Restated

Originally Presented Effect of Balance
June 30, 2000 Adjustment July 1, 2000
Genera Fund $1,852,375 $(31,403) $1,820,972
Special Revenue Funds 270,220 83,714 353,934

The agency funds assets and liabilities decreased from $101,362 to $19,636 due to fund reclassifications.

NOTE 4- ACCOUNTABILITY AND COMPLIANCE

Fund Deficits
The following funds had deficit fund balances as of June 30, 2001

Deficit
Fund Balances
Special Revenue Funds:
Titlel $1,110
TitleVI-R 3,838

The deficits in the specia revenue funds are the result of the recognition of payables in accordance with
Generally Accepted Accounting Principles. The general fund provides transfers to cover deficit balances,
however, thisis done when cash is heeded rather than when accruals occur. These funds complied with the
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Southwest Licking Local School District, Ohio
Notes to the General Purpose Financial Statements
For the Fiscal Y ear Ended June 30, 2001

state statute which does not allow for a negative cash fund balance at year-end.

NOTE 5- BUDGETARY BASISOF ACCOUNTING

While the School District is reporting financial position, results of operations, and changes in fund
bal anceg/retained earnings on the basis of generally accepted accounting principles (GAAP), the budgetary
basis as provided by law is based upon accounting for certain transactions on a basis of cash receipts,
disbursements, and encumbrances. The Combined Statement of Revenues, Expenditures and Changesin
Fund Balances - Budget and Actual (Budget Basis) - All Governmental Fund Types and the Statement of
Revenues, Expenses and Changes in Fund Equity - Budget and Actual (Budget Basis) - Proprietary Fund
Type are presented on the budgetary basis to provide a meaningful comparison of actual results with the
budget. The major 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
accrual (GAAP basis).

2. Expenditures/expenses are recorded when paid in cash (budget basis) as opposed to when the
liability isincurred (GAAP basis).

3. Encumbrances are treated as expenditures/expenses for all funds (budget basis) rather than as a
reservation of fund balance for governmental fund types and as note disclosure in the proprietary
fund type (GAAP basis).

4. For the proprietary fund, the acquisition and construction of capital assets are reported on the
operating statement (budget basis) rather than as balance sheet transactions (GAAP basis).

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

Excess of Revenues and Other Financing Sources
Over (Under) Expenditures and Other Financing Uses
All Governmental Fund Types

Special Debt Capital
General Revenue Service Projects
GAAPBasis $1,328,458 $16,864 ($124,997) ($8,052,956)
Revenue Accruals (305,682) 44,692 (54,183) 49,161
Expenditure Accruals 678,079 30,536 0 (1,157,226)
Other Financing Sources (526,590) 0 0 0
Encumbrances (166,218) (82,886) 0 (1,454,484)
Budget Basis $1,008,047 $9,206 ($179,180) ($10,615,505)
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NOTE 5- BUDGETARY BASIS OF ACCOUNTING (continued)

Net Income/Excess of Revenues
Over (Under) Expenses

Proprietary Fund Type

Enterprise
GAAPBasis $61,452
Revenue Accrua (510)
Expense Accrual 8,679
Capital Outlay (2,929)
Materials and Supplies Inventory (130)
Inventory Held for Resale (610)
Depreciation Expense 14,083
Encumbrances (579)
Budget Basis $79,456

NOTE 6 - DEPOSITS AND INVESTMENTS

State statutes classify monies held by the School District into three categories.

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

Inactive depositsare public depositsthat the Board of Education hasidentified asnot required for usewithin
the current two year period of designation of depositories. Inactive deposits must either be evidenced by
certificates of deposit maturing not later than the end of the current period of designation of depositories, or
by savings or deposit accounts including, but not limited to, passbook accounts.

Interim deposits are deposits of interim monies. Interim monies are those monies which are not needed for
immediate use but which will be needed before the end of the current period of designation of depositories.
Interim deposits must be evidenced by time certificates of deposit maturing not more than one year fromthe
date of deposit or by savings or deposit accounts including pass book accounts.

Protection of School District's deposits is provided by the Federal Deposit Insurance Corporation (FDIC),
by eligible securitiespledged by thefinancial institution as security for repayment, by surety company bonds
deposited with the treasurer by the financial institution or by a single collateral pool established by the
financial institution to secure the repayment of all public monies deposited with the institution.
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NOTE 6- DEPOSITS AND INVESTMENTS (continued)

Interim monies to 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 asto principal andinterest by the United States;

2. Bonds, notes, debentures, or any other obligations or securitiesissued by any federal government
agency or instrumentality, including but not limited to, the Federal National Mortgage Association,
Federal Home L oan Bank, Federal Farm Credit Bank, Federal Home L oan Mortgage Corporation,
Government National M ortgage Association, and Student Loan Marketing Association. All federal
agency securities shall be direct issuances of federal government agencies or instrumentalities;

3. Written repurchase agreementsin the securitieslisted above provided that the market value of the
securities subj ect to the repurchase agreement must exceed the principal value of the agreement by
at least two percent and be marked to market daily, and that the term of the agreement must not
exceed thirty days,

4. Bonds and other abligations of the State of Ohio;

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

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

7. Certain bankers' acceptances and commercial paper notesfor a period not to exceed one hundred
and eighty days from the purchase date in an amount not to exceed twenty-five percent of the
interim moneys available for investment at any one time; and

8. Under limited circumstances, corporate debt interests rated in either of the two highest rating
classification by at least two nationally recognized rating agencies.

Investments in stripped principal or interest obligations, reverse repurchase agreements and derivatives are
prohibited. Theissuance of taxable notes for the purpose of arbitrage, the use of leverage and short selling
arealso prohibited. Aninvestment must mature within five yearsfrom the date of purchase unless matched
to aspecific obligation or debt of the School District, and must be purchased with the expectation that it will
be held to maturity. Investments may only be made through specified dealers and institutions. Payment for
investments may be made only upon delivery of the securities representing the investments to the treasurer
or, if the securities are not represented by a certificate, upon receipt of confirmation of transfer from the
custodian.

The following information classifies deposits and investments by categories of risk as defined in GASB
Statement 3, "Deposits with Financia Institutions, Investments and Reverse Repurchase Agreements”.

Cash On Hand: At year end, the School District had $71 in undeposited cash on hand which isincluded on
the balance sheet of the School District as part of "cash and cash equivalents’.
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NOTE 6- DEPOSITS AND INVESTMENTS (continued)

Deposits. At fiscal year end, the carrying amount of the School District's deposits was $217,825 and the
bank balance was $1,050,153. Of the bank balance, $200,000 was covered by federal depository insurance
and $850,153 was uninsured and uncollateralized. Although all State statutory requirementsfor the deposit
of money had been followed, non-compliancewith federal requirementscould potentially subject the School
District to a successful claim by the Federal Deposit Insurance Corporation.

Investments: The School District's investments are categorized below to give an indication of the level of
risk assumed by the School District at fiscal year end. Category 1 includes investments that are insured or
registered or for which the securitiesare held by the School District or itsagent in the School District'sname.
Category 2 includes uninsured and unregistered investments which are held by the counterparty's trust
department or agent in the School District's name. Category 3 includes uninsured and unregistered
investments for which the securities are held by the counterparty, or by itstrust department or agent but not
in the School District's name. STAR Ohio is an unclassified investment since it is not evidenced by
securities that exist in physical or book entry form.

Category Carrying and

3 Fair Value
STAR Ohio $0 $8,023,272
Repurchase Agreements 708,861 708,861
Total $708,861 $8,732,133

The classification of cash and cash equivalents and investments on the combined financial statements and
statement of cash flowsis based on criteria set forth in GASB Statement No. 9, “Reporting Cash Flows of
Proprietary and Non-Expendable Trust Funds and Governmental Entities That Use Proprietary Fund
Accounting.”

A reconciliation between the classifications of cash and cash equivalents and investments on the combined
financial statementsand the classification of depositsand investments presented above per GASB Statement
No. 3isasfollows:

Cash and Cash
Equivalents/Deposits Investments

GASB Statement 9 $8,950,029 $0
Investments of the Cash Management Pool:

Cash on Hand (71) 0

STAR Ohio (8,023,272) 8,023,272

Repurchase Agreements (708,861) 708,861
GASB Statement 3 $217,825 $8,732,133
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NOTE 7 - PROPERTY TAXES

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

Property taxes include amounts levied against all real, public utility and tangible personal property located
inthe School District. Property tax revenuereceived during calendar 2001 for real and public utility property
taxes represents collections of calendar 2000 taxes. Property tax payments received during calendar 2001
for tangible personal property (other than public utility property) are for calendar 2001 taxes.

2001 real property taxes are levied after April 1, 2001, on the assessed value asof January 1, 2001, thelien
date. Assessed values are established by State law at thirty-five percent of appraised market value.

Public utility tangible personal property currently is assessed at varying percentages of true value; public
utility real property isassessed at thirty-five percent of truevalue. 2001 public utility property taxes became
alien December 31,2000, are levied after April 1, 2001 and are collected in 2002 with real property taxes.

2001 tangible personal property taxes are levied after April 1, 2000, on the value as of December 31, 2000.
Collectionsare madein 2001. Tangible personal property assessments are twenty-five percent of true value.

Real property taxes are payable annually or semiannually. If paid annually, payment is due December 31;
if paid semiannually, the first payment is due December 31 with the remainder payable by June 20. Under
certain circumstances, State statute permits alternate payment dates to be established.

Tangible personal property taxes paid by multi-county taxpayers are due September 20. Single county
taxpayersmay pay annually or semiannually. 1f paid annually, paymentisdueApril 30; if paid semiannually,
the first payment is due April 30, with the remainder payable by September 20.

The assessed values upon which fiscal year 2001 taxes were collected are:

2000 Second- 2001 First-
Half Collections Half Collections
Amount Percent Amount Percent

Agricultural/Residential

and Other Real Estate $277,821,580 90.9% $296,567,010 91.1%
Public Utility 20,038,240 6.6 21,944,270 6.7
Tangible Personal Property 7,589,850 25 7,090,370 2.2
Total Assessed Vaue $305,449,670 100.0% $325,601,650 100.0%
Tax rate per $1,000 of

assessed valuation $45.15 $45.15
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NOTE 7 - PROPERTY TAXES (continued)

The School District receivesproperty taxesfrom Licking County and Fairfield County. The County Auditors
periodically advance to the School District its portion of the taxes collected. Second-half real property tax
payments collected by the Counties by June 30, 2001, are available to finance fiscal year 2001 operations.
The amount available to be advanced can vary based on the date the tax bills are sent.

Accrued property taxes receivable represents delinquent taxes outstanding and real property, tangible
personal property, and public utility taxes which became measurable as of June 30, 2001 and for which there
isanenforceablelegal claim. Although total property tax collectionsfor the next fiscal year are measurable,
only theamount available as an advance at June 30 werelevied to finance current fiscal year operations. The
receivableistherefore offset by acredit to deferred revenuefor that portion not levied to finance current year
operations. The amount available as an advance isrecognized asrevenue. Also intended to finance current
fiscal year operationsisthe June 30 personal property tax settlement that was not received until July, 2001
inthe amount of $54,745 in the general fund, $10,239 in the bond retirement debt service fund, and $4,510
in the permanent improvement capital projectsfund. The amount available as an advance at June 30, 2001,
$798,200 was available to the School District and is recognized as revenue. $570,318 was available to the
general fund, $168,002 was available to the bond retirement debt service fund, and $59,880 was available
to the permanent improvement capital projects fund at June 30, 2001.

NOTE 8- INCOME TAX

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

NOTE 9- RECEIVABLES

Receivables at June 30, 2001, consisted of property taxes, accounts (rent, billingsfor user charged services,
and student fees), accrued interest, and intergovernmental grants. All receivablesare considered collectible
infull dueto the ability to foreclosefor the nonpayment of taxes, the stable condition of State programs, and
the current fiscal year guarantee of federal funds.
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NOTE 9 - RECEIVABLES (continued)

A summary of the principal items of intergovernmental receivables follows:

Amounts

General Fund

CAFS $2,414

Tuition from other Districts 98,945

Refunds and Reimbursements 1,274

Total General Fund 102,633
Special Revenue Funds

Career Development 800

Eisenhower Grant 1,125

TitleVI-B 16,272

Chapter | 48

Chapter 11 2,934

Drug Free Grant 5,188

Class Size Reduction 19,150
Total Special Revenue Funds 45517
Enterprise Fund

National School Lunch Program 15,096
Total Intergovernmental Receivables $163,246

NOTE 10 - FIXED ASSETS

A summary of the enterprise fund’ s fixed assets at June 30, 2001, follows:

Furniture and Equipment $443,159
Less Accumulated Depreciation (356,388)
Net Fixed Assets $86,771
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NOTE 10 - FIXED ASSETS (continued)

A summary of the changesin general fixed assets during fiscal year 2001 follows:

Balance at Balance at
Asset Category 6/30/00 Additions Deletions 6/30/01

Land and Improvements $797,974 $497,615 $0 $1,295,589
Buildings and

Improvements 13,788,669 8,041,849 90,800 21,739,718
Furniture, Fixtures and

Equipment 3,470,434 1,203,273 774,222 3,899,485
Vehicles 1,675,182 350,439 64,983 1,960,638
Construction in Progress 10,647,202 6,433,996 7,561,700 9,519,498
Total General Fixed Assets $30,379,461 $16,527,172 $8,491,705 $38,414,928

NOTE 11 - CONTRIBUTED CAPITAL

Thefollowing isareconciliation of the change in contributed capital for the Food Service fund during

the fiscal year:
Contributed Capital at Beginning of Y ear $23,562
Contributions During the Y ear 6,276

Depreciation on Fixed Assets Acquired by
Contributed Capital 0

Contributed Capital at End of Y ear
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NOTE 12 - RISK MANAGEMENT

The School District is exposed to various risks of loss related to torts; theft of, damage to, and destruction
of assets; errors and omissions; injuries to employees; and natural disasters. During fiscal year 2001, the
School District contracted with Nationwide Agribusiness Insurance for property, crime, boiler, machinery,
andinland marinecoverageinsurance; State Farm Insurancefor fleet insurance; Acord Insurancefor general,
builder’ srisk, and employee benefitsliability insurance with an additional umbrellapolicy coverage. The
levels of coverage provided are as follows:

Building and Contents-replacement cost ($1,000 deductible) $29,219,500
Boiler and Machinery ($1,000 deductible) 9,967,500
Inland Marine Coverage
Hardware ($250 deductible) 450,000
Software ($250 deductible) 177,500
Extra Expense ($250 deductible) 142,500
Public Employee Dishonesty ($500 deductible) 50,000
Fleet Insurance 1,000,000
General Liability
Per occurrence 1,000,000
Aggregate Per Y ear 5,000,000
Umbrella Liability
Per occurrence 2,000,000
Aqggregate Per Y ear 2,000,000
Builder’s Risk ($1,000 deductible) 12,089,800

Settled claims have not exceeded this commercial coveragein any of the past threeyears. There have been
no significant reductions in insurance coverage from last fiscal year.

For fiscal year 2001, the School District participated in the Ohio School Boards Association Workers
Compensation Group Rating Program (GRP), an insurance purchasing pool (Note22). Theintent of the GRP
is to achieve the benefit of a reduced premium for the School District by virtue of its grouping and
representation with other participants in the GRP. The workers compensation experience of the
participating school districtsis calculated as one experience and a common premium rate is applied to al
school districtsin the GRP. Each participant paysitsworkers' compensation premium to the State based on
theratefor the GRP rather thanitsindividual rate. Total savings are then calculated and each participant’s
individual performance is compared to the overall savings percentage of the GRP. A participant will then
either receive money from or be required to contribute to the “ Equity Pooling Fund”. This*equity pooling”
arrangement insuresthat each participant sharesequal ly intheoverall performanceof the GRP. Participation
in the GRP is limited to school districts that can meet the GRP's selection criteria. The firm of Gates
McDonald & Co. provides administrative, cost control and actuarial services to the GRP.
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NOTE 13 - DEFINED BENEFIT PENSION PLANS

A. School Employees Retirement System

The School District contributes to the School Empl oyees Retirement System of Ohio (SERS), acost-sharing
multiple employer defined benefit pension plan. SERS provides retirement and disability benefits, annual
cost-of -living adjustments, and death benefitsto plan membersand beneficiaries. Authority to establish and
amend benefitsis provided by Chapter 3309 of the Ohio Revised Code. SERS issues apublicly available,
stand-alonefinancial report that includesfinancial statementsand required supplementary information. That
report may be obtained by writing to the School Employees Retirement System, 45 N. Fourth Street,
Columbus, Ohio 43215-3634.

Plan members are required to contribute 9 percent of their annual covered salary and the School District is
required to contribute at an actuarially determined rate. The current School District rate is 14 percent of
annual covered payroll. A portion of the School District’s contribution is used to fund pension obligations
withtheremainder being used to fund heal th care benefits; for fiscal year 2001, 4.2 percent of annual covered
salary was the portion used to fund pension obligations. For fiscal year 2000, 5.5 percent was used to fund
the pension obligations. The contribution requirements of plan members and employersare established and
may beamended, up to astatutory maximum amount, by the SERS' Retirement Board. The School District’s
required contributions for pension obligations to SERS for the fiscal years ended June 30, 2001, 2000, and
1999 were $122,774, $138,433 and $194,361, respectively; 50 percent has been contributed for fiscal year
2001 and 100 percent for fiscal years 2000 and 1999. $61,255 representing the unpaid contribution for fiscal
year 2001, isrecorded asaliability within the respectivefunds and the general long-term obligationsaccount

group.

B. State Teachers Retirement System

The School District contributes to the State Teachers Retirement System of Ohio (STRS), a cost-sharing
multiple employer public employee retirement system. STRS provides retirement and disability benefits,
annual cost-of-living adjustments, and death and survivor benefits to members and beneficiaries. Benefits
are established by Chapter 3307 of the Ohio Revised Code. STRSissuesa publicly available, stand-alone
financial report that includesfinancial statements and required supplementary information for STRS. That
report may be obtained by writing to the State Teachers Retirement System, 275 East Broad Street,
Columbus, Ohio 43215-3371.

For thefiscal year ended June 30, 2001, plan memberswererequired to contribute 9.3 percent of their annual
covered salaries. The School District wasrequired to contribute 14 percent; 9.5 percent wasthe portion used
tofund pension obligations. For fiscal year 2000, the portion used to fund pension obligationswas 6 percent.
Contribution rates are established by STRS, upon recommendations of its consulting actuary, not to exceed
statutory maximum rates of 10 percent for members and 14 percent for employers. The School District’s
required contributionsfor pension obligationsto STRSfor the fiscal years ended June 30, 2001, 2000, and
1999 were $951,645, $565,053 and $559,286, respectively; 81 percent has been contributed for fiscal year
2001 and 100 percent for fiscal years 2000 and 1999. $180,256 representsthe unpaid contribution for fiscal
year 2001 and isrecorded as a liability within the respective funds.
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NOTE 13 - DEFINED BENEFIT PENSION PL ANS (continued)

C. Social Security System

Effective July 1, 1991, all employees not otherwise covered by the School Employees Retirement System
or the State Teachers Retirement System have an option to choose Social Security or the School Employees
Retirement System/State Teachers Retirement System. As of June 30, 2001, two member of the Board of
Education elected Social Security. The Board'sliability is 6.2 percent of wages paid.

NOTE 14 - POSTEMPLOYMENT BENEFITS

The School District 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 hospitalization,
physicians fees, prescription drugs and reimbursement of monthly Medicare premiums. Benefit provisions
and the obligationsto contribute are established by the Systems based on authority granted by State statute.
Both systems are on a pay-as-you-go basis.

All STRS benefit recipients and sponsored dependents are eligible for health care coverage. The STRS
Board has statutory authority over how much, if any, of the health care costs will be absorbed by STRS.
Most benefit recipients pay a portion of the health care cost in the form of amonthly premium. By law, the
cost of coverage paid from STRS funds isincluded in the employer contribution rate, currently 14 percent
of covered payroll. For the fiscal year ended June 30, 2001, the STRS Board allocated employer
contributions equal to 4.5 percent of covered payroll to the Health Care Reserve Fund. For the School
District, this amount equaled $450,779 for fiscal year 2001.

STRS pays health care benefits from the Headth Care Reserve Fund. At June 30, 2000, (the latest
information available) the balance in the Fund was $3,419 million. For the year ended June 30, 2000, net
health care costs paid by STRS were $283,137,000 and STRS had 99,011 eligible benefit recipients.

For SERS, coverage is made available to service retirees with ten or morefiscal years of qualifying service
credit, and to disability and survivor benefit recipients. Membersretiring on or after August 1, 1989, with
lessthan twenty-five years of service credit must pay aportion of their premiumfor health care. The portion
is based on years of service up to a maximum of 75 percent of the premium.

After the allocation for basic benefits, the remainder of the employer’s 14 percent contribution is allocated
to providing health care benefits. For the fiscal year ended June 30, 2001, employer contributions to fund
health care benefits were 9.8 percent of covered payroll, an increase of 1.3 percent for fiscal year 2000. In
addition, SERS leviesa surchargeto fund health care benefits equal to 14 percent of the difference between
aminimum pay and themember’ spay, pro-rated for partial servicecredit. For fiscal year 2001, the minimum
pay was established at $12,400. For the School District, the amount contributed to fund health care benefits,
including the surcharge, during the 2001 fiscal year equaled $322,109.
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NOTE 14 - POSTEMPLOYMENT BENEFITS (continued)

The surcharge, added to the unallocated portion of the 14 percent employer contribution rate, provides for
maintenance of the asset target level for the health care fund. Thetarget level for the health carereserveis
150 percent of the annual health care expenses. Expensesfor health carefor the fiscal year ended June 30,
2000 (thelatest information available), were $140,696,340 and the target level was $211.0 million. At June
30, 2000, SERS had net assets available for payment of health care benefits of $252.3 million. SERS has
approximately 50,000 participants currently receiving health care benefits.

NOTE 15- EMPLOYEE BENEFITS

A. Compensated Absences

The criteria for determining vacation and sick leave benefits are derived from negotiated agreements and
Statelaws. Classified employees earn ten to twenty days of vacation per fiscal year, depending upon length
of service. Accumulated, unused vacation time is paid to classified employees and administrators upon
termination of employment. Teachers do not earn vacation time.

Teachers, administrators, and classified employees earn sick |eave at the rate of one and one-fourth days per
month. Sick leave may be accumulated by employeeswith no maximum carrying amount. Upon retirement,
payment is made for one-fourth of accrued, but unused sick leave credit to a maximum of 220 days plus one
additional day of severance pay for every ten days of accumulated sick |eave over the 220 day limit for all
personnel.

B. Health Care Benefits

The School District provides health and drug insurance for all eligible employees through Medical Mutual
of Ohio. The School District pays medical and drug monthly premiums for staff for family and single
coverage. The School District also providesdental insurancefor all eligible employeesthrough Coresource,
Inc. The School District provideslifeinsuranceand accidental death and dismemberment insurance to most
employees through Coresource, Inc. Premiums are paid from the same funds that pay the employees
salaries.

C. Retirement Incentive

The School District offers a $10,000 retirement incentive to certified employees that retire as soon as the
employee is eligible with 30 years of experience. A $7,500 retirement incentive is given to certified
employees that pass up the first year of eligibility but elect to retire in the subsequent year.
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NOTE 16 - CAPITAL LEASES- LESSEE DISCLOSURE

The School District has entered into capitalized leasesfor copiers. Each lease meetsthe criteriaof acapital
lease as defined by Statement of Financial Accounting Standards No. 13, "Accounting for Leases,” which
definesacapital |ease generally as onewhich transfers benefits and risks of ownershipto thelessee. Capital
lease payments have been reclassified and are reflected as debt service expenditures in the combined
financial statements for the governmental funds. These expenditures are reported as function expenditures
on the budgetary statements.

General fixed assets consisting of copiers have been capitalized in the general fixed assets account group in
the amount of $526,590. This amount represents the present value of the minimum lease payments at the
time of acquisition. A corresponding liability was recorded in the general long-term obligations account
group. Principal payments in fiscal year 2001 totaled $54,781 in the governmental funds. The School
District traded-in several of their capital leases within the current fiscal year. The principal amount of
$100,599 was forgiven by the leasing company since the School District reentered into new capital |eases.

The following is a schedule of the future long-term minimum lease payments required under the capital
leases and the present value of the minimum lease payments as of June 30, 2001.

Fiscal Y ear Ending June 30, GLTOAG
2002 $154,227
2003 128,131
2004 128,128
2005 128,128
2006 99,279
Tota 637,893
Less: Amount Representing Interest (111,497)
Present Value of Net Minimum L ease Payments $526,396
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NOTE 17 - CONTRACT OBLIGATIONS

As of June 30, 2001, the School District had contractual purchase commitments with the following seven

contractors.
Purchase Amounts Paid Amounts Remaining
Contractor Fund Commitments as of 6/30/01 on Contracts
City Electric Building
Service Inc. Construction $1,259,938 $1,171,826 $88,112
Cody Ziegler Inc. Building
Construction 5,928,639 5,536,138 392,501
Glass Service Building
Construction 229,757 209,173 20,584
Roose Company Building
Construction 172,086 153,256 18,830
Tom Sexton & Building
Associates Construction 244,863 0 244,863
LTM Plumbing & Building
HVAC Co. Inc. Construction 384,326 326,980 57,346
Kel-Par Company Building
Construction 1,911,453 1,760,248 151,205
Totals $10,131,062 $9,157,621 $973,441
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NOTE 18 - LONG-TERM OBLIGATIONS

The changesin the School District’s long-term obligations during fiscal year 2001 were as follows:

Principal Principal
Outstanding Outstanding
6/30/00 Additions Deductions 6/30/01
Energy Conservation Note
Payable 1991 6.625% $235,000 $0 $115,000 $120,000
Etna Elementary Schaool
Improvement Bond
1995 4.3% - 5.75% 5,980,000 0 300,000 5,680,000
School Improvement Bond
1999 3.1% - 5.15% 18,840,000 0 360,000 18,480,000
High School Improvement
Bond 1978 5.875% 125,000 0 125,000 0
Capital Leases 155,186 526,590 155,380 526,396
Pension Obligation 179,201 173,868 179,201 173,868
Retirement Incentive 10,000 20,000 10,000 20,000
Compensated Absences 1,597,078 240,025 220,384 1,616,719
Total General Long-Term
Obligations $27,121,465 $960,483 $1,464,965 $26,616,983

On September 1, 1991, the School District issued $901,823 with 6.625% interest, unvoted energy
conservation notes for the purpose of installing energy conservation improvements for the School District,
under the authority of Ohio Revised Code sections 133.06(G) and 3313.372. The noteswereissued for aten
year period with final maturity during fiscal year 2002. Thedebt will beretired through reductionsin energy
consumption and cost savings attributed to the installation of the energy conservation improvements. Tax
revenueswere allocated from the general fund to the bond retirement debt service fund to meet current fiscal
year obligations.

On April 1, 1995, the School District issued School Improvement Bonds for $6,638,000, with a varying
interest rate of 4.3t0 5.75%, for the purpose of constructing, renovating, furnishing, and equipping school
buildings. The bond wasissued for atwenty-eight year period with final maturity during fiscal year 2023.
The debt is being repaid by tax revenues through the bond retirement fund.

On March 15, 1999, the School District also issued School Facilities Construction and Improvement Bonds
for $19,120,000, with a varying interest rate of 3.1 to 5.15%, for the purpose of constructing, renovating,
furnishing, and equipping school buildings. The bond was issued for atwenty-eight year period with final
maturity during fiscal year 2027. Tax proceedsfrom the debt servicefund will be used to meet current fiscal
year obligations.



Southwest Licking Local School District, Ohio
Notes to the General Purpose Financial Statements
For the Fiscal Y ear Ended June 30, 2001

NOTE 18 - LONG-TERM OBLIGATIONS (continued)

In March, 1978, the School District issued Construction Bonds for $2,750,000, with an interest rate of
5.875%, in general obligation bondsfor the purpose of renovating the high school building. Thebondswere
issued for a twenty-two year period with final maturity during fiscal year 2001. The debt is being repaid
through the bond retirement fund.

The School District's overall legal debt margin was $5,878,033, with an unvoted debt margin of $325,602
at June 30, 2001.

Debt service requirements to maturity on the bonds and energy conservation note, including $19,691,483 in
interest, are as follows:

General Long-Term

Y ear Ending Obligations
June 30 Account Group

2002 $ 2,231,363
2003 2,203,325
2004 1,728,939
2005 1,804,506
2006 1,880,375
Thereafter 34,122 975
Totd $43,971,483

Capital leaseswill be paid from the general fund. Compensated absences, the retirement incentive, and the
pension obligation will be paid from the fund which pays the employees’ saaries.

NOTE 19- INTERFUND ACTIVITY

Interfund balances at June 30, 2001, consist of the following individual fund receivables and payables:

Due from/Due to Other Funds Recipient Payer
General Fund $2,335 $ O
Agency Fund:

Payroll Agency 0 2,335
Total Due from/Due to Other Funds $2,335 $2,335
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Southwest Licking Local School District, Ohio
Notes to the General Purpose Financial Statements
For the Fiscal Y ear Ended June 30, 2001

NOTE 20- JOINTLY GOVERNED ORGANIZATIONS

A. Licking Area Computer Association

The School Districtisaparticipant in the Licking AreaComputer Association (LACA) which isacomputer
consortium. LACA isan association which services thirteen entities within the boundaries of Licking and
Muskingum Counties. These entitiesconsist of public school districts and educational service centers. The
organization wasformed for the purpose of applying moderntechnology with theaid of computers and other
electronic equipment to administrative and instructional functions among member school districts.

Thegoverning board of LACA consistsof the superintendentsfromall participating districts. The continued
existence of LACA is not dependent on the School District’ s continued participation and no equity interest
exists. The School District’s paymentsto LACA for fiscal year 2001 was $49,680. Financial statements
for LACA can be obtained from their fiscal agent - the Licking County Joint V ocational School District, 150
Price Road, Newark, OH 43055.

B. Metropolitan Educational Council

The School District participates in the Metropolitan Educational Council (MEC), a jointly governed
organization. The organization is composed of over 135 members which includes school districts, joint
vocational schools, educational service centers, and libraries covering 24 counties in Central Ohio. The
MEC helps its members purchase services, insurances, supplies, and other items at a discounted rate. The
School District does not participate in the insurance pool. The governing board of MEC is composed of
either the superintendent, a designated representative or a member of the board of education for each
participating school districtin Franklin County (18 school districts) and onerepresentativefrom each county.
Each year, the participating school districts pay amembership feeto MEC to cover the costs of administering
theprogram. The School District’ smembership payment to MEC for fiscal year 2001 was$1,170. Financial
information may be obtai ned fromthe M etropolitan Educational Council, Denise Music, who servesasfiscal
officer, at 6100 Channingway Blvd., Suite 604, Columbus, OH 43232.

C. Central Ohio Special Education Regional Resour ce Center

TheCentral Ohio Educational Resource Center (COSERRC) providesspecial education servicesat aregional
level and assists school districts in complying with the mandates of P.L. 101-476 and P.L. 99-457 for
educating children with disabilities. There is no financial commitment by the School District for its
participation in the projects. The School District has one representative on the governing board. Further
information may be obtained by contacting the Central Ohio Special Education Regional Resource Center
at 470 Glenmont Avenue, Columbus, Ohio 43214.
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Southwest Licking Local School District, Ohio
Notes to the General Purpose Financial Statements
For the Fiscal Y ear Ended June 30, 2001

NOTE 21 - RELATED ORGANIZATION

Pataskala Public Library

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

NOTE 22 - INSURANCE PURCHASING POOL

Ohio School Boards Association Workers Compensation Group Rating Plan

The School District participates in the Ohio School Boards Association Workers Compensation Group
Rating Program (GRP), an insurance purchasing pool. The GRP' s business and affairs are conducted by a
three member Board of directors consisting of the President, the President-Elect and the Immediate Past
President of the OSBA. The Executive Director of the OSBA, or his designee, serves as coordinator of the
program. Each year, the participating school districts pay an enrollment fee to the GRP to cover the costs
of administering the program.

NOTE 23- SET-ASIDE CALCULATIONSAND FUND RESERVES

The School District isrequired by State statute to annually set aside in the General fund an amount based
on a statutory formulafor the purchase of textbooks and other instructional materials and an equal amount
for the acquisition and construction of capital improvements. Amounts not spent by year end or offset by
similarly restricted resources received during the year must be held in cash at year end and carried forward
to be used for the same purposesin futureyears. The School District isalso required to set aside money for
budget stabilization. Effective April 10, 2001, Amended Senate Bill 345, the requirement for a school
district to establish and appropriate money for the budget stabilization was deleted from law. A school
district may still establish reserve balance accounts consistent with Section 5705.13, Revised Code, if it so
chooses; however, the requirement is no longer mandatory. In addition, any money on hand in a school
district’ sbudget reserve set-aside as of April 10, 2001, may at the discretion of the board be returned to the
district’ s general fund or may be left in the account and used by the board to off-set any budget deficit the
district may experience in future years. The bill placed special conditions on any Bureau of Workers
Compensation monies remaining in the budget reserve set-aside.
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Southwest Licking Local School District, Ohio
Notes to the General Purpose Financial Statements
For the Fiscal Y ear Ended June 30, 2001

NOTE 23- SET-ASIDE CALCULATIONS AND FUND RESERVES (continued)

Thefollowing cash basis information describes the change in the year end set-aside amounts for textbooks,
capital acquisition, and budget stabilization. Disclosure of thisinformation isrequired by State statute.

Capita Budget BWC
Textbooks Acquisition Stabilization Refunds

Set-aside Cash Balance as of

June 30, 2000 ($34,991) ($9,420,731) $257,003 $0
Current Y ear Set-aside Requirement 422,495 422,495 0 0
Current Y ear Offsets 0 (618,065) 0 0
Reduction in Budget Stabilization

based on Statutory Revision 0 0 (164,980) 0
Reclassification of Budget

Stahilization 0 0 (92,023) 92,023
Qualifying Disbursements (535,341) (9,173,068) 0 0
Totals ($147,837) ($18,789,369) $0 $92,023
Balance Carried Forward to FY 2002 ($147,837) ($18,789,369) $0 $92,023
Cash balances to carry forward to

FY 2002 $0 $0 $0 $92,023

The School District has qualifying disbursements during thefiscal year that reduced thetextbook and capital
maintenance set-aside amounts below zero. The extra amounts in the textbooks and capital acquisition set
asides may be used to reduce the set-aside requirement of futureyears. Thetotal reserve balance for the set-
asides at the end of thefiscal year was $92,023 for BWC refunds yet to be determined by the Board asto its
purpose.

A summary of restricted assetsis as follows:

Restricted for bus purchases $ 923
Restricted for BWC refunds 92,023
Total Restricted Assets $92,946
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Southwest Licking Local School District, Ohio
Notes to the General Purpose Financial Statements
For the Fiscal Y ear Ended June 30, 2001

NOTE 24 - CONTINGENCIES

A. Grants

The School District received financial assistance from federal and state agenciesin theform of grants. The
expenditures of funds received under these programs generally requires compliance with terms and
conditions specified in the grant agreements and i s subject to audit by the grantor agencies. Any disallowed
claims resulting from such audits could become a liability of the General Fund or other applicable funds.
However, in the opinion of management, any such disallowed claimswill not have amaterial adverse effect
on the overall financia position of the School District at June 30, 2001.

B. Litigation

Asof June 30, 2001, the School District had one lawsuit pending. The School District is of the opinion that
ultimate disposition of claims and legal proceedings will not have amateria effect, if any, on the financial
condition of the School District.

NOTE 25 - STATE SCHOOL FUNDING DECISION

On September 6, 2001, the Ohio Supreme Court issued its | atest opinion regarding the State’ sschool funding
plan. The decision identified aspects of the current plan that require modification if the plan is to be
considered constitutional, including:

. A change in the school districts that are used as the basis for determining the base cost support
amount. Any changeinthe amount of funds distributed to school districts asaresult of thischange
must be retroactive to July 1, 2001, although atime line for distribution is not specified.

. Fully funding parity aid no later than the beginning of fiscal year 2004 rather than fiscal year 2006.
The Supreme Court relinquished jurisdiction over the case based on anticipated compliance with its order.

In general, it is expected that the decision would result in an increase in State funding for most Ohio school
districts. However, as of December 12, 2001, the Ohio General Assembly is still analyzing the impact this
Supreme Court decision will have on funding for individual school districts. Further, the State of Ohio, in
a motion filed September 17, 2001, asked the Court to reconsider and clarify the parts of the decision
changing the school districtsthat are used asthe basisfor determining the base cost support amount and the
requirement that changes be made retroactive to July 1, 2001.

On November 2, 2001, the Court granted this motion for reconsideration. The Court may re-examine and
redetermine any issue upon such reconsideration.

Asof thedate of thesefinancial statements, the School District isunableto determine the effect, if any, this
decision and the reconsideration will have on its future State funding and on its financial operations.
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SOUTHWEST LICKING LOCAL SCHOOL DISTRICT
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

FOR THE FISCAL YEAR ENDED JUNE 30, 2001

(D)

(D)

FEDERAL GRANTOR/ PASS-THROUGH CASH OTHER CASH OTHER
SUB GRANTOR/ CFDA GRANT FEDERAL FEDERAL FEDERAL FEDERAL
PROGRAM TITLE NUMBER NUMBER RECEIPTS RECEIPTS DISBURSEMENTS DISBURSEMENTS
U. S. DEPARTMENT OF AGRICULTURE
PASSED THROUGH THE
OHI0 DEPARTMENT OF EDUCATION:
Nutrition Cluster:
(A) (B) Food Distribution 10.550 N/A $44,381 $44,036
(A) (C) National School Lunch Program 10.555 N/A $99,425 $99,425
Total U. S. Department of Agricultureand
Nutrition Cluster 99,425 44,381 99,425 44,036
U. S. DEPARTMENT OF EDUCATION
PASSED THROUGH THE
OHIO DEPARTMENT OF EDUCATION:
Title| - Grantsto Local Educational Agencies 84.010 048041-C1-S1 00 9,053 8,918
Title! - Grantsto Local Educational Agencies 84.010 048041-C1-S1 01 183,968 156,875
Total Titlel 193,021 165,793
TitleVI-B - Education of the Handicapped Act 84.027 048041-6B-SF 99P 30,475 31,451
TitleVI-B - Education of the Handicapped Act 84.027 048041-6B-SF 01 146,397 109,826
Total TitleVI-B - Education of the Handicapped 176,872 141,277
Safe and Drug-Free Schools Grants 84.186 048041-DR-S1 00 4,026 502
Safe and Drug-Free Schools Grants 84.186 048041-DR-S1 01 7,784 6,828
Safe and Drug-Free Schools Grants 84.186 048041-DR-S1 99 0 1,143
Total Safe and Drug-Free Schools Grant 11,810 8,473
Eisenhower Professional Development Grant 84.281 048041-MS-S1 01 10,130 16,546
(E) Eisenhower Professional Development Grant 84.281 N/A 5,200 0
Total Eisenhower Professional Development Grant 15,330 16,546
Title VI - Innovative Educational Program Strategies 84.298 048041-C2-S1 00 2,829 1,077
Title VI - Innovative Educational Program Strategies 84.298 048041-C2-S1 01 12,132 10,091
Total Title VI-Innovative Educational
Program Strategies 14,961 11,168
Title VI-R - Classroom Size Reduction Grant 84.340 048041-CR-S1 00 32,985 31,672
Title VI-R - Classroom Size Reduction Grant 84.340 048041-CR-S1-01 31,539 29,457
Total TitleVI-R 64,524 61,129
Total U. S. Department of Education 476,518 404,386
U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES
PASSED THROUGH THE
OHIO DEPARTMENT OF MENTAL
RETARDATION AND DEVEL OPMENTAL DISABILITIES:
Community Alternative Funding System Program 93.778 N/A 48,460 43,574
Total U. S. Department of Health and Human Services 48,460 43,574
Total Federal Financial Assistance $624,403 $44,381 $547,385 $44,036

(A)
(8)
©
()
B

Included as part of "Child Nutrition Grant Cluster” in determining major programs.

The Food Distribution Program is a non-cash, in kind, federal grant. Commodities are valued at fair market prices.

Comingled with state and local revenue from sales of lunches; assumed expenditures were made on afirst-in, first-out basis.

This schedule was prepared on the cash basis of accounting.

Passed through Licking County ESC



TRIMBLE, JULIAN & GRUBE, INC.

“SERVING OHIO LOCAL GOVERNMENTS”

1445 Worthington Woods Boulevard Telephone 614.846.1899
Suite B Facsimile 614.846.2799
Worthington, Ohio 43085

Report on Compliance and on Internal Control Over Financial Reporting
Based on an Audit of General Purpose Financial Statements Perfor med
in Accordance With Government Auditing Standards

Board of Education

Southwest Licking Local School District
927 South Street

Etna, Ohio 43018-0180

We have audited the general purpose financial statements of Southwest Licking Local School
District as of and for the fiscal year ended June 30, 2001, and have issued our report thereon dated
December 12, 2001. We conducted our audit in accordance with auditing standards generally
accepted in the United States of Americaand the standards applicable to financial audits contained
in Government Auditing Standards, issued by the Comptroller General of the United States.

Compliance

Aspart of obtaining reasonabl e assurance about whether Southwest Licking Local School District’s
genera purpose financia statements are free of material misstatement, we performed tests of its
compliance with certain provisions of laws, regulations, contracts and grants, noncompliance with
which could have adirect and material effect on the determination of financial statement amounts.
However, providing an opinion on compliance with those provisions was not an objective of our
audit and, accordingly, we do not express such an opinion. The results of our tests disclosed no
instances of noncompliance that are required to be reported under Gover nment Auditing Standar ds.
However, we noted certain immaterial instances of noncompliance, which we have reported to the
management of Southwest Licking Local School District in a separate letter dated December 12,
2001.
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Board of Education
Southwest Licking Local School District

Internal Control Over Financial Reporting

In planning and performing our audit, we considered Southwest Licking Local School District’s
internal control over financia reportinginorder to determineour auditing proceduresfor the purpose
of expressing our opinion on the general purpose financial statements and not to provide assurance
on the internal control over financia reporting. Our consideration of the interna control over
financial reporting would not necessarily disclose all mattersin the internal control that might be
material weaknesses. A material weaknessis a condition in which the design or operation of one
or more of the internal control components does not reduce to arelatively low level the risk that
misstatementsin amountsthat would be material inrelationto thefinancial statementsbeing audited
may occur and not be detected within a timely period by employees in the normal course of
performing their assigned functions. We noted no matters involving the interna control over
financial reporting and itsoperation that we consider to be materia weaknesses. However, we noted
other matters involving the internal control over financial reporting that we have reported to the
management of Southwest Licking Local School District in a separate letter dated December 12,
2001.

Thisreport isintended for the information and use of the management and Board of Education of

Southwest Licking Local School District, federal awarding agencies and pass through entities, and
is not intended to be and should not be used by anyone other than these specified parties.

Trimble, Julian & Grube, Inc.
December 12, 2001
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TRIMBLE, JULIAN & GRUBE, INC.

“SERVING OHIO LOCAL GOVERNMENTS”

1445 Worthington Woods Boulevard Telephone 614.846.1899
Suite B Facsimile 614.846.2799
Worthington, Ohio 43085

Report on Compliance With Requirements Applicableto Each
Major Federal Program And Internal Control Over Compliancein
Accordance With OMB Circular A-133

Board of Education

Southwest Licking Local School District
927 South Street

Etna, Ohio 43018-0180

Compliance

We have audited the compliance of Southwest Licking Local School District with the types of
compliance requirements described in the U. S, Office of Management and Budget (OMB) Circular
A-133, Compliance Supplement that are applicable to each mgjor federal program for thefiscal year
ended June 30, 2001. Southwest Licking Local School District’s major federal programs are
identified in the summary of auditor’s results section of the accompanying schedule of findings.
Compliancewiththerequirementsof |aws, regul ations, contractsand grants applicableto each major
federal program are the responsibility of Southwest Licking Local School District’s management.
Our responsibility isto expressan opinion on Southwest Licking Local School District’ scompliance
based on our audit.

We conducted our audit of compliance in accordance with auditing standards generally accepted in
the United States of America; the standards applicableto financial audits contained in Gover nment
Auditing Standards, issued by the Comptroller Genera of the United States, and OMB Circular A-
133, Audit of States, Local Governments, and Non-Profit Organizations. Those standardsand OMB
Circular A-133 require that we plan and perform the audit to obtain reasonable assurance about
whether noncompliance occurred with the types of compliance requirements referred to above that
could have adirect and materia effect on amajor federal program. An audit includes examining,
on atest basis, evidence about Southwest Licking Local School District’s compliance with those
requirementsand performing such other procedures aswe considered necessary inthe circumstances.
We believe that our audit provides areasonable basis for our opinion. Our audit does not provide
a legal determination on Southwest Licking Local School District’s compliance with those
requirements.
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Board of Education
Southwest Licking Local School District

In our opinion, Southwest Licking Local School District complied, in all material respects, with the
requirements referred to above that are applicable to its major federa program for the fiscal year
ended June 30, 2001.

Internal Control Over Compliance

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

Our consideration of theinternal control over compliance would not necessarily discloseall matters
in the internal control that might be material weaknesses. A material weaknessis a condition in
which the design or operation of one or more of theinternal control components does not reduce to
arelatively low level therisk that noncompliance with applicable requirements of laws, regulations,
contracts and grantsthat would be material in relation to amajor federal program being audited may
occur and not be detected within atimely period by employeesin the normal course of performing
their assigned functions. We noted no matters involving the internal control over compliance and
its operation that we consider to be material weaknesses.

This report is intended for the information and use of management, the Board of Education of
Southwest Licking Local School District, federal awarding agencies and pass-through entities, and
is not intended to be and should not be used by anyone other than these specified parties.

Trimble, Julian & Grube, Inc.
December 12, 2001



SOUTHWEST LICKING LOCAL SCHOOL DISTRICT
LICKING COUNTY
JUNE 30, 2001

SCHEDULE OF FINDINGS
OMB CIRCULAR A-133 § .505

1. SUMMARY OF AUDITOR’SRESULTS

(d)(D)() Type of Financial Statement Opinion | Unqualified

(d)(1)(ii) Were there any material control No
weakness conditions reported at the
financial statement level (GAGAS)?

(dy(2)(ii) Were there any other reportable No
control weakness conditions reported
at thefinancial statement level
(GAGAS)?

(d)(2)(iii) Was there any reported non- No
compliance at the financial statement
level (GAGAS)?

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

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

(d)(D)(v) Type of Major Program’s Compliance | Unqualified
Opinion
Arethere any reportable findings
(d)(L)(vi) under 8 .510? No
(d)(L)(vii) Major Programs: Nutrition Cluster: Food Distribution,

CFDA #10.550; National School
Lunch Program, CFDA #10.555; Title
VI-R Classroom Size Reduction
Grant, CFDA #84.340

(d)(L)(viii) Dollar Threshold: Type A/B Programs | Type A: >$300,000
Type B: al others

(d)(1)(ix) Low Risk Auditee? Yes
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SOUTHWEST LICKING LOCAL SCHOOL DISTRICT
LICKING COUNTY
JUNE 30, 2001

SCHEDULE OF FINDINGS
OMB CIRCULAR A-133 § .505

2. FINDINGSRELATED TO THE FINANCIAL STATEMENTS
REQUIRED TO BE REPORTED IN ACCORDANCE WITH GAGAS

None

3. FINDINGS AND QUESTIONED COSTSFOR FEDERAL AWARDS

None
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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

SOUTHWEST LICKING LOCAL SCHOOL DISTRICT

LICKING COUNTY

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

desan Toubbitt

CLERK OF THE BUREAU

CERTIFIED
JANUARY 29, 2002
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