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INDEPENDENT ACCOUNTANTS’ REPORT 

Painesville City Local School District 
Lake County 
58 Jefferson Street 
Painesville, Ohio 44077 

To the Board of Education: 

We have audited the accompanying financial statements of the governmental activities, each major fund, 
and the aggregate remaining fund information of Painesville City Local School District, Lake County, Ohio 
(the District), as of and for the year ended June 30, 2004, which collectively comprise the District’s basic 
financial statements as listed in the table of contents.  These financial statements are the responsibility of 
the District’s management.  Our responsibility is to express opinions on these financial statements based 
on our audit.  

We conducted our audit in accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in the Comptroller General of the 
United States’ Government Auditing Standards.  Those standards require that we plan and perform the 
audit to reasonably assure whether the financial statements are free of material misstatement.  An audit 
includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial 
statements.  An audit also includes assessing the accounting principles used and significant estimates 
made by management, as well as evaluating the overall financial statement presentation.  We believe our 
audit provides a reasonable basis for our opinions.   

In our opinion, the financial statements referred to above present fairly, in all material respects, the 
respective financial position of the governmental activities, each major fund, and the aggregate remaining 
fund information of Painesville City Local School Districts, Lake County, Ohio, as of June 30, 2004, and 
the respective changes in financial position for the year then ended in conformity with accounting 
principles generally accepted in the United States of America.  

As described in Note 21, during the year ended June 30, 2004, the beginning net asset/fund balances of 
the special revenue and enterprise fund and governmental and business type activities have been 
adjusted for the reclassification of the enterprise funds. 

In accordance with Government Auditing Standards, we have also issued our report dated June 3, 2005, 
on our consideration of the District’s internal control over financial reporting and our tests of its 
compliance with certain provisions of laws, regulations, contracts and grant agreements and other 
matters.  While we did not opine on the internal control over financial reporting or on compliance, that 
report describes the scope of our testing of internal control over financial reporting and compliance and 
the results of that testing.  That report is an integral part of an audit performed in accordance with 
Government Auditing Standards.  You should read it in conjunction with this report in assessing the 
results of our audit. 
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Management’s Discussion and Analysis and the respective budgetary comparison for the General Fund 
are not a required part of the basic financial statements but are supplementary information accounting 
principles generally accepted in the United States of America requires.  We have applied certain limited 
procedures, consisting principally of inquiries of management regarding the methods of measuring and 
presenting the required supplementary information.  However, we did not audit the information and 
express no opinion on it.   

We conducted our audit to opine on the financial statements that collectively comprise the District’s basic 
financial statements.  The schedule of federal awards receipts and expenditures provides additional 
information and is required by U.S Office of Management and Budget Circular A-133, Audits of States, 
Local Governments, and Non-Profit Organizations, and is not a required part of the basic financial 
statements.  We subjected the schedule of federal awards receipts and expenditures to the auditing 
procedures applied in the audit of the basic financial statements.  In our opinion, this information is fairly 
stated in all material respects in relation to the basic financial statements taken as a whole.  

Betty Montgomery 
Auditor of State 

June 3, 2005 
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During the course of fiscal 2004, the District amended its general fund budget numerous times, however 
none were significant.  The District uses site-based budgeting and the budgeting systems are designed to 
tightly control total site budgets but provide flexibility for site management.  During the course of the 
year, the District revised the Budget in an attempt to deal with unexpected changes in revenues and 
expenditures.

For the General Fund, budget basis revenue was $25,498,753, above original budget estimates of 
$25,289,903.  Of this $208,850 difference, most was due to a conservative estimate for taxes and 
intergovernmental revenue. 

The District’s ending unobligated cash balance was $1,000,700 above the final budgeted amount. 

Capital Assets and Debt Administration 

Capital Assets 

At the end of fiscal 2004, the District had $3,574,859 invested in land, buildings, equipment and vehicles.  
Table 4 shows fiscal 2004 balances compared to fiscal 2003: 

Table 4 
Capital Assets at June 30 

(Net of Depreciation) 

Governmental Activities
 2003 Restated 2004

Land and Improvements $104,355 $114,355  
Buildings and Improvements 1,882,664 1,915,006  
Furniture and Equipment   1,519,863   1,545,498

Total Net Assets $3,506,882 $3,574,859

The increase in capital assets is due to $619,456 in acquisitions, offset by the recognition of $551,479 in 
depreciation expense.  This District continues its ongoing commitment to maintaining and improving its 
capital assets. 
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Ohio Revised Code Section 5705.41(B) requires that no subdivision or taxing unit shall make 
any expenditure of money unless it has been properly appropriated.  Expenditures exceeded 
appropriations in the following funds: 

Year End Test – June 30, 2004 
    Excess 
Fund  Expenditures Appropriations Expenditures   
Community Development (CDBG) $15,872 $11,729 ($4,143) 

Mid Year Test – October 31, 2003 
    Excess 
Fund  Expenditures Appropriations Expenditures   
EMIS  $30,745 $11,086 ($19,659) 
Data Communication 24,500 21,000 (3,500) 
Community Development (CDBG) 7,872 223 (7,649) 

19.  FUND BALANCE RESERVES FOR SET-ASIDES 

The District is required by State statute to annually set aside in the general fund an amount based 
on a statutory formula for the purchase of textbooks and other instructional materials and an 
equal amount for the acquisition and construction of capital improvements.  Amounts not spent 
by year-end or offset by similarly restricted resources received during the year must be held in 
cash at year-end and carried forward to be used for the same purposes in future years. 

For fiscal year ended June 30, 2004, the District was no longer required to set aside funds in the 
budget reserve set-aside, with the exception of refund monies received from the Bureau of 
Workers’ Compensation, which must be spent for specified purposes. 

The following cash basis information describes the change in the year-end set-aside amounts for 
textbooks and capital acquisition. Disclosure of this information is required by State statute. 

             Capital          Budget       
  Textbooks Acquisition Stabilization
Set-aside Reserve Balance as of June 30, 2003 ($224,573) $             0 $105,468   
Current Year Set-aside Requirement 406,970 406,970 0  
Qualified Disbursements (415,465) 0 0  
Current Year Offsets              0 (657,588)              0
Total ($233,068) ($250,618) $105,468

Set-aside Reserve Balance
   Carried Forward to Future Years ($233,068) $            0 $           0 

Restricted Cash as of June 30, 2004 0 0 105,468 

Designated Balance as of June 30, 2004 $           0 $            0 $433,222

Total Restricted Cash/Designated Balance as of June 30, 2004  $538,690
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Interfund balances/transfers are used to move revenues from the fund that statute or budget 
requires to collect them to the fund that statute or budget requires to expend them and 
unrestricted revenues collected in the general fund to finance various programs accounted for in 
other funds in accordance with budgetary authorizations; to segregate and to return money to the 
fund from which it was originally provided once a project is completed. 

21. PRIOR PERIOD ADJUSTMENT 

The beginning net asset/fund balances of the special revenue, enterprise funds and the 
governmental and business-type activities have been adjusted for the reclassification of 
enterprise funds and to correct accumulated depreciation as follows: 

 Other  Governmental Business-Type   
 Governmental Enterprise Activities Activities

June 30, 2003 Fund Balance    
   Net Assets, as previously stated $401,030 $445,236 $7,074,139 $445,236 
 Fund Reclassification   356,214  (445,236)           445,236 (445,236) 
 Net Governmental Capital Assets            0            0    268,258            0
 June 30, 2003 Fund balance/  
     Net Assets, as restated $757,244              $0 $7,787,633             $0

22. SUBSEQUENT EVENTS 

On November 1, 2004, the District issued $19,990,000 in school improvement bonds bearing an 
interest rate of 4.62%.  On February 17, 2005, the District issued a $3,000,000 school improvement 
bond anticipation note, bearing an interest rate of 2.71% maturing on February 16, 2006.  On May 
25, 2005 the District issued $8,000,000 in bond anticipation notes for new school construction 
bearing an interest rate of 2.8%.
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PAINESVILLE CITY SCHOOL DISTRICT
LAKE COUNTY

SCHEDULE OF FEDERAL AWARDS RECEIPTS AND EXPENDITURES
FOR FISCAL YEAR ENDED JUNE 30, 2004

Federal Grantor Pass Through Federal
  Pass Through Grantor Entity CFDA Non-Cash Non-Cash
     Program Title Number Number Receipts Receipts Disbursements Disbursements

U.S. Department of Agriculture

Passed Through Ohio Department of Education:
Child Nutrition Cluster:

   Food Donation N/A 10.550 $0 $30,530 $0 $30,184

School Breakfast Program 05-PU-2003 10.553 21,419 0 21,419 0
School Breakfast Program 05-PU-2004 10.553 112,478 0 112,478 0
     Total School Breakfast Program 133,897 0 133,897 0

National School Lunch Program LL-P4-2003 10.555 90,673 0 90,673 0
   National School Lunch Program LL-P4-2004 10.555 446,948 0 446,948 0

     Total National School Lunch Program 537,621 0 537,621 0

Summer Food Service Program for Children 23-PU-2003 10.559 35,316 0 35,316 0
     Total Summer Food Service Program for Children 35,316 0 35,316 0

Total U.S. Department of Agriculture - Child Nutrition Cluster 706,834 30,530 706,834 30,184
 
U.S. Department of Education
Passed Through Ohio Department of Education:

Adult Education State Grant Program AB-S1-2003 84.002 5,600 0 5,635 0
 Adult Education State Grant Program AB-S2-2004 84.002 13,493 0 28,317 0

    Total Adult Education State Grant Program 19,093 0 33,952 0

Title I Grants to Local Educational Agencies C1-S1-2003 84.010 164,413 0 99,005 0
Title I Grants to Local Educational Agencies C1-S1-2004 84.010 815,389 0 857,825 0
Title I Grants to Local Educational Agencies C1-SD-2003 84.010 1,713 0 1,938 0
Title I Grants to Local Educational Agencies C1-SD-2004 84.010 17,878 0 16,662 0
    Total Title I Grants to Local Educational Agencies 999,393 0 975,430 0

Migrant Education MG-S1-2003 84.011 218,478 0 256,329 0
Migrant Education MG-S1-2004 84.011 227,206 0 160,574 0
    Total Migrant Education 445,684 0 416,903 0

Special Education Cluster
Special Education: Grants to States 6B-SD-2003 84.027 35,000 0 130,983 0
Special Education: Grants to States 6B-SD-2004 84.027 7,500 0 4,434 0
Special Education: Grants to States 6B-SF-2004 84.027 316,396 0 303,735 0
    Total Special Education: Grants to States 358,896 0 439,152 0

Special Education: Preschool Grants PG-D7-2003 84.173 3,200 0 2,809 0
Special Education: Preschool Grants PG-S1-2003 84.173 (635) 0 0 0
Special Education: Preschool Grants PG-S1-2004 84.173 20,387 0 21,081 0
    Total Special Education: Preschool Grants 22,952 0 23,890 0
Total Special Education Cluster 381,848 0 463,042 0

Safe and Drug Free Schools and Communities State Grants DR-S1-2003 84.186 3,619 0 12,038 0
Safe and Drug Free Schools and Communities State Grants DR-S1-2004 84.186 18,355 0 10,497 0
    Total Safe and Drug-Free Schools and Communities 21,974 0 22,535 0

Innovative Education Program Strategies C2-S1-2003 84.298 4,690 0 6,312 0
Innovative Education Program Strategies C2-S1-2004 84.298 19,732 0 19,059 0
    Total Innovative Education Program Strategies 24,422 0 25,371 0

Technology Literacy Challenge Funds TJ-S1-2003 84.318 (2,774) 0 0 0
Technology Literacy Challenge Funds TJ-S1-2004 84.318 25,942 0 23,604 0
     Total Technology Literacy Challenge Fund Grants 23,168 0 23,604 0

School Renovation Grants AT-S3-2002 84.352 0 0 3,283 0
     Total School Renovation Grants 0 0 3,283 0
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PAINESVILLE CITY SCHOOL DISTRICT
LAKE COUNTY

SCHEDULE OF FEDERAL AWARDS RECEIPTS AND EXPENDITURES
FOR FISCAL YEAR ENDED JUNE 30, 2004

(CONTINUED)

Federal Grantor Pass Through Federal
  Pass Through Grantor Entity CFDA Non-Cash Non-Cash
     Program Title Number Number Receipts Receipts Disbursements Disbursements

English  Language Acquisition Grants (LEP) -  Title III, Part A T3-S1-2003 84.365 13,843 0 19,000 0
English  Language Acquisition Grants (LEP) -  Title III, Part A T3-S1-2004 84.365 111,299 0 103,398 0
English  Language Acquisition Grants (LEP) -  Title III, Part A T3-S2-2004 84.365 44,114 0 54,486 0
     Total English Language Acquisition Grants (Title III) 169,256 0 176,884 0

Improving Teacher Quality State Grants TR-S1-2003 84.367 25,990 0 56,600 0
Improving Teacher Quality State Grants TR-S1-2004 84.367 229,945 0 213,502 0
     Total Improving Teacher Quality State Grants 255,935 0 270,102 0

Total U.S. Department of Education 2,340,773 0 2,411,106 0

Corporation for National and Community Services
Passed Through Ohio Department of Education:

Learn and Serve America SV-S1-2004 94.004 7,917 0 11,797 0
Learn and Serve America SV-S4-2002 94.004 (272) 0 188 0
      Total Learn and Serve America 7,645 0 11,985 0

Total Corporation for National and Community Services 7,645 0 11,985 0

U. S. Department of Health and Human Services
Passed Through the Ohio Department of MRDD:

Temporary Assistance for Needy Families N/A 93.558 6,696 0 0 0
     Total Temporary Assistance for Needy Families 6,696 0 0 0

Medical Assistance Program N/A 93.778 60,295 0 60,295 0
     Total Medical Assistance Program 60,295 0 60,295 0

Total U.S. Department of Health and Human Services 66,991 0 60,295 0

Total Federal Assistance $3,122,243 $30,530 $3,190,220 $30,184
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PAINESVILLE CITY LOCAL SCHOOL DISTRICT 
LAKE COUNTY 
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NOTE A - SIGNIFICANT ACCOUNTING POLICIES 
The accompanying schedule of federal awards receipts and expenditures is a summary of the activity of 
the District’s federal awards programs. The schedule has been prepared on the cash basis of accounting. 

NOTE B - FOOD DISTRIBUTION 
Non-monetary assistance is reported in the schedule at the fair market value of the commodities received 
and disbursed. 

NOTE C – NATIONAL SCHOOL BREAKFAST, NATIONAL SCHOOL LUNCH, AND SUMMER FOOD 
SERVICE PROGRAMS 
Federal monies received by the District for these programs are commingled with State grants and local 
revenues. It is assumed that federal monies are expended first. 

NOTE D – CARRYOVER FUNDS 
Negative receipts are shown in the Special Education: Preschool Grants, CFDA #84.173; Technology 
Literacy Challenge Fund Grants, CFDA #84.318; and Learn and Save America, CFDA #94.004. These 
negative receipts represent monies on the Final Expenditure Report that were unspent after the initial 
period of availability. These monies were in accordance with allowable carryover provisions and added to 
the following fiscal year award amounts. 

CFDA - Catalog of Federal Domestic Assistance 
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INDEPENDENT ACCOUNTANTS’ REPORT ON INTERNAL CONTROL OVER  

FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS 
REQUIRED BY GOVERNMENT AUDITING STANDARDS 

 
 
Painesville City Local School District 
Lake County 
58 Jefferson Street 
Painesville, Ohio 44077 
 
To the Board of Education: 
 
We have audited the financial statements of the governmental activities, each major fund, and the 
aggregate remaining fund information of Painesville City Local School District (the District) as of and for 
the year ended June 30, 2004, which collectively comprise the District’s basic financial statements and 
have issued our report thereon dated June 3, 2005, wherein we noted that the beginning net asset/fund 
balances of the special revenue and enterprise funds and governmental and business type activities have 
been restated for the reclassification of the enterprise funds. We conducted our audit in accordance with 
auditing standards generally accepted in the United States of America and the standards applicable to 
financial audits contained in the Comptroller General of the United States’ Government Auditing 
Standards. 

 
Internal Control Over Financial Reporting 

 
In planning and performing our audit, we considered the District’s internal control over financial reporting 
to determine our auditing procedures in order to express our opinions on the financial statements and not 
to opine on the internal control over financial reporting.  Our consideration of the internal control would not 
necessarily disclose all matters in the internal control over financial reporting that might be material 
weaknesses.  A material weakness is a reportable condition in which the design or operation of one or 
more of the internal control components does not reduce to a relatively low level the risk that 
misstatements caused by error or fraud in amounts material to the financial statements we audited may 
occur and not be timely detected by employees when performing their assigned functions. We noted no 
matters involving the internal control over financial reporting and its operation that we consider material 
weaknesses.  In a separate letter to the District’s management dated June 3, 2005 we reported an other 
matter involving internal control over financial reporting we did not deem a reportable condition.   
 

Compliance and Other Matters 
 

As part of reasonably assuring whether the District’s financial statements are free of material 
misstatement, we tested its compliance with certain provisions of laws, regulations, contracts, and grant 
agreements, noncompliance with which could directly and materially affect the determination of financial 
statement amounts.  However, providing an opinion on compliance with those provisions was not an 
objective of our audit and, accordingly, we do not express an opinion. The results of our tests disclosed 
no instances of noncompliance or other matters we must report under Government Auditing Standards.  
In a separate letter to the District’s management dated June 3, 2005, we reported other matters related to 
noncompliance we deemed immaterial.  
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We intend this report solely for the information and use of the audit committee, management, the Board of 
Education, federal awarding agencies, and pass-through entities.  It is not intended for anyone other than 
these specified parties. 

Betty Montgomery
Auditor of State 

June 3, 2005 
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INDEPENDENT ACCOUNTANTS’ REPORT ON COMPLIANCE WITH REQUIREMENTS 
APPLICABLE TO EACH MAJOR FEDERAL PROGRAM AND ON INTERNAL CONTROL OVER 

COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133 

Painesville City Local School District 
Lake County 
58 Jefferson Street 
Painesville, Ohio 44077 

To the Board of Education: 

Compliance

We have audited the compliance of Painesville City Local School District (the District) with the types of 
compliance requirements described in the U.S. Office of Management and Budget (OMB) Circular A-133, 
Compliance Supplement  that apply to each of its major federal programs for the year ended June 30, 
2004.  The summary of auditor’s results section of the accompanying schedule of findings identifies the 
District’s major federal programs.  The District’s management is responsible for complying with the 
requirements of laws, regulations, contracts, and grants applicable to each major federal program.  Our 
responsibility is to express an opinion on the District’s compliance based on our audit. 

We conducted our audit of compliance in accordance with auditing standards generally accepted in the 
United States of America; the standards applicable to financial audits contained in Government Auditing 
Standards issued by the Comptroller General of the United States; and OMB Circular A-133, Audits of 
States, Local Governments, and Non-Profit Organizations.  Those standards and OMB Circular A-133 
require that we plan and perform the audit to reasonably assure whether noncompliance occurred with 
the types of compliance requirements referred to above that could directly and materially affect a major 
federal program.  An audit includes examining, on a test basis, evidence about the District’s compliance 
with those requirements and performing other procedures we considered necessary in the circumstances.  
We believe our audit provides a reasonable basis for our opinion.  Our audit does not provide a legal 
determination on the District’s compliance with those requirements. 

In our opinion, the District complied, in all material respects, with the requirements referred to above that 
apply to each of its major federal programs for the year ended June 30, 2004. 

Internal Control Over Compliance

The District’s management is responsible for establishing and maintaining effective internal control over 
compliance with requirements of laws, regulations, contracts, and grants applicable to federal programs.  
In planning and performing our audit, we considered the District’s internal control over compliance with 
requirements that could directly and materially affect a major federal program 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.  
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Our consideration of the internal control over compliance would not necessarily disclose all matters in the 
internal control that might be material weaknesses.  A material weakness is a reportable condition in 
which the design or operation of one or more of the internal control components does not reduce to a 
relatively low level the risk that noncompliance with applicable requirements of laws, regulations, 
contracts and grants caused by error or fraud that would be material in relation to a major federal program 
being audited may occur and not be timely detected by employees when performing their assigned 
functions.  We noted no matters involving the internal control over compliance and its operation that we 
consider to be material weaknesses.

We intend this report solely for the information and use of the audit committee, management, Board of 
Education, federal awarding agencies, and pass-through entities.  It is not intended for anyone other than 
these specified parties. 

Betty Montgomery 
Auditor of State 

June 3, 2005 
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1.  SUMMARY OF AUDITOR’S RESULTS

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

(d)(1)(ii) Were there any material control weakness conditions 
reported at the financial statement level (GAGAS)? 

No

(d)(1)(ii) Were there any other reportable control weakness 
conditions reported at the financial statement level 
(GAGAS)?

No

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

No

(d)(1)(iv) Were there any material internal control weakness 
conditions reported for major federal programs?

No

(d)(1)(iv) Were there any other reportable internal control 
weakness conditions reported for major federal 
programs?

No

(d)(1)(v) Type of Major Programs’ Compliance Opinion Unqualified

(d)(1)(vi) Are there any reportable findings under Sec. .510? No

(d)(1)(vii) Major Programs (list) Child Nutrition Cluster:  
Food Distribution, CFDA 
#10.550; School Breakfast 
Program, CFDA #10.553; 
National School Lunch 
Program, CFDA #10.555; 
Summer Food Service 
Program for Children, 
CFDA #10.559 

Title I, Part A, ESEA: 
#84.010  

(d)(1)(viii) Dollar Threshold: Type A/B Programs Type A: > $300,000 
Type B: all others

(d)(1)(ix) Low Risk Auditee? Yes

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

None 

3.  FINDINGS AND QUESTIONED COSTS FOR FEDERAL AWARDS

None 
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CLERK’S CERTIFICATION 
This is a true and correct copy of the report which is required to be filed in 
the Office of the Auditor of State pursuant to Section 117.26, Revised Code, 
and which is filed in Columbus, Ohio. 

 
 
 
 
 
 

 
 

CLERK OF THE BUREAU 
 
CERTIFIED 
JULY 14,  2005 
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