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Mary Tavylor, cpra

Auditor of State

INDEPENDENT ACCOUNTANTS' REPORT

Pike-Delta-York Local School District
Fulton County

504 Fernwood Street

Delta, Ohio 43515-1262

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 Pike-Delta-York Local School District, Fulton County,
Ohio (the School District), as of and for the year ended June 30, 2009, which collectively comprise the
School District’s basic financial statements as listed in the table of contents. These financial statements
are the responsibility of the School 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 Pike-Delta-York Local School District, Fulton County, Ohio, as of June 30, 2009, and
the respective changes in financial position, thereof and the budgetary comparison for the General fund
for the year then ended in conformity with accounting principles generally accepted in the United States of
America.

One Government Center / Room 1420 / Toledo, OH 43604-2246
Telephone: (419) 245-2811 (800) 443-9276 Fax: (419) 245-2484
www.auditor.state.oh.us
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In accordance with Government Auditing Standards, we have also issued our report dated January 28,
2010, 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 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.

Management’s discussion and analysis is not a required part of the basic financial statements but is
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 School
District’s basic financial statements. The Schedule of Federal Awards Receipts and Expenditures is
required by U.S. Office of Management and Budget Circular A-133, Audits of States, Local Governments,
and Non-Profit Organizations, and is also not a required part of the basic financial statements. We
subjected the Schedule of Federal Awards Receipt and Expenditure 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.

Mary Taylor, CPA
Auditor of State

January 28, 2010



Pike-Delta-York Local School District
Management’s Discussion and Analysis
For the Fiscal Year Ended June 30, 2009
Unaudited

The discussion and analysis of Pike-Delta-York Local School District’s financial performance provides an
overall review of the School District’s financial activities for the fiscal year ended June 30, 2009. The
intent of this discussion and analysis is to look at the School District’s financial performance as a whole;
readers should also review the basic financial statements and notes to enhance their understanding of
the School District’s financial performance.

Highlights
Highlights for fiscal year 2009 are as follows:

In total, net assets increased $14,644,981, or doubled, from the prior fiscal year. This is due to
the School District starting a building project with the Ohio School Facilities Commission and
issuing bonds to fund the local share of the project. A substantial portion of these bonds were not
spent as of fiscal year end.

General revenues accounted for over 91 percent of total revenues and reflect the School District's
significant dependence on property taxes and unrestricted state entitlements.

Since fiscal year 1997, the School District has received payments in lieu of taxes related to tax
abatement agreements with several companies that had moved into the School District. The
amounts received by the School District were in excess of $1 million for several years and were
based on the value of each company'’s tangible personal property that is located within the School
District. Over time, these values have decreased due to depreciation on the assets; therefore,
payments were anticipated to decrease over time. In fiscal year 2009, this amount decreased
due to the expiration of two large agreements and has a significant impact on the revenues for
the School District.

The School District received over half of the General Fund receipts from the State foundation
program in fiscal year 2009. The main component of the State foundation allocation is based on
the average daily membership (ADM) of students enrolled during the first week of October and
one week in February. For the past several years, the School District's enrollment has been
declining. However, the overall State foundation payment remained steady due to the
“guarantees” granted by the State biennium budget. The “guarantee” amount is calculated so the
School District will not receive any less in foundation payments in fiscal year 2009 than it did in
fiscal year 2008. For fiscal year 2009, this amounted to over $1,491,000 in additional funding
beyond what the funding formula would provide.

The School District is part of the Northern Buckeye Educational Council (NBEC) Employee
Insurance Benefits Program with member school districts located primarily in Defiance, Fulton,
Henry, Lucas, Williams, and Wood Counties. As with many health insurance plans, the School
District’s per policy health insurance premiums increased by double digit percentages for several
years creating the need to change plans in order to maintain a reasonable increase in premiums.
During fiscal year 2009, the NBEC granted a one month holiday premium for all insurance
programs. This resulted in a savings to the School District of over $125,000.



Pike-Delta-York Local School District
Management’s Discussion and Analysis
For the Fiscal Year Ended June 30, 2009
Unaudited

Using the Basic Financial Statements

This annual report consists of a series of financial statements and notes to those statements. The
statements are organized so the reader can understand Pike-Delta-York Local School District as a
financial whole, or as an entire operating entity.

The statement of net assets and the statement of activities provide information about the activities of the
whole School District, presenting both an aggregate view of the School District’s finances and a longer-
term view of those finances.

Fund financial statements provide a greater level of detail. For governmental funds, these statements tell
how services were financed in the short-term as well as what remains for future spending. The fund
financial statements also look at the School District’s most significant funds, with all other nonmajor funds
presented in total in a single column. For Pike-Delta-York Local School District, the General Fund, and
the Building and Ohio School Facilities Commission capital projects funds are the most significant funds.

Reporting the School District as a Whole

The statement of net assets and the statement of activities reflect how the School District did financially
during fiscal year 2009. These statements include all assets and liabilities using the accrual basis of
accounting similar to that which is used by most private-sector companies. This basis of accounting
considers all of the current fiscal year’'s revenues and expenses regardless of when cash is received or
paid.

These statements report the School District's net assets and changes in those assets. This change in net
assets is important because it tells the reader whether the financial position of the School District as a
whole has increased or decreased from the prior fiscal year. Over time, these increases and/or
decreases are one indicator of whether the financial position is improving or deteriorating. Causes for
these changes may be the result of many factors, some financial, some not. Nonfinancial factors include
the School District's property tax base, current property tax laws in Ohio restricting revenue growth,
facility conditions, required educational programs, and other factors.

In the statement of net assets and the statement of activities, all of the School District’s activities are

presented as governmental activities. All of the School District’'s programs and services are reported here
including instruction, support services, non-instructional services, and extracurricular activities.

Reporting the School District’s Most Significant Funds

Fund financial statements provide detailed information about the School District's major funds. While the
School District uses many funds to account for its financial transactions, the fund financial statements
focus on the School District’'s most significant funds. The School District's major funds are the General
Fund, and the Building and Ohio School Facilities Commission capital projects funds.
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Governmental Funds - All of the School District’s activities are reported in governmental funds, which
focus on how monies flow into and out of those funds and the balances left at fiscal year end for spending
in future periods. These funds are reported using modified accrual accounting, which measures cash and
all other financial assets that can readily be converted to cash. The governmental fund financial
statements provide a detailed short-term view of the School District’s general government operations and
the basic services it provides. Governmental fund information helps determine whether there are more or
less financial resources that can be spent in the near future to finance educational programs.

Fiduciary Funds - Fiduciary funds are used to account for resources held for the benefit of parties outside
the School District. Fiduciary funds are not reflected on the government-wide financial statements
because the resources from these funds are not available to support the School District's programs.
These funds use the accrual basis of accounting.

The School District as a Whole

Table 1 provides a summary of the School District’s net assets for fiscal year 2009 and fiscal year 2008.

Table 1
Net Assets
Governmental Activities
2008
2009 Restated Change
Assets:
Current and Other Assets $35,911,472 $13,023,184 $22,888,288
Capital Assets, Net 17,303,661 16,962,243 341,418
Total Assets 53,215,133 29,985,427 23,229,706
Liabilities:
Current and Other Liabilities 5,607,004 6,802,694 (1,195,690)
Long-Term Liabilities 18,455,550 8,675,135 9,780,415
Total Liabilities 24,062,554 15,477,829 8,584,725
Net Assets:
Invested in Capital Assets,
Net of Related Debt 11,520,174 10,441,343 1,078,831
Restricted 15,910,774 992,945 14,917,829
Unrestricted 1,721,631 3,073,310 (1,351,679)
Total Net Assets $29,152,579 $14,507,598 $14,644,981
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Management’s Discussion and Analysis
For the Fiscal Year Ended June 30, 2009
Unaudited

A review of the above table reveals several significant changes from fiscal year 2008. Current and other
assets increased over $23 million from two primary factors. Cash and cash equivalents increased over
$12 million. During fiscal year 2009, the School District issued general obligation bonds for the local
share of the construction of a new Pre-K through Grade 4 building, as well as for renovations to the
middle school and high school buildings. In addition, this project is being partially funded through the
Ohio School Facilities Commission. As a result, intergovernmental receivables increased over $11 million
from the prior fiscal year. The effect of these increases is also reflected in the increase in long-term
liabilities and restricted net assets. Another significant change to current and other assets was a
decrease in the receivable for property taxes. This decrease is due, in part, to the State’s elimination of
tangible personal property taxes. A corresponding decrease is reflected in current and other liabilities for
the deferred portion of the receivable.

Table 2 reflects the change in net assets for fiscal year 2009 and fiscal year 2008.

Table 2
Change in Net Assets

Governmental
Governmental Activities
Activities 2008
2009 Restated Change

Revenues
Program Revenues

Charges for Services $1,179,773 $1,081,597 $98,176

Operating Grants, Contributions, and Interest 1,342,007 1,437,193 (95,186)

Capital Grants and Contributions 17,328 15,924 1,404
Total Program Revenues 2,539,108 2,534,714 4,394
General Revenues

Property Taxes Levied for General Purposes 3,342,056 5,919,511 (2,577,455)

Property Taxes Levied for Debt Service 1,040,474 1,049,307 (8,833)

Property Taxes Levied for Maintenance 40,338 40,338

Grants and Entitlements 22,682,579 7,010,380 15,672,199

Interest 312,624 305,020 7,604

Gifts and Donations 658 (658)

Miscellaneous 105,279 174,322 (69,043)
Total General Revenues 27,523,350 14,459,198 13,064,152
Total Revenues 30,062,458 16,993,912 13,068,546

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

Governmental
Governmental Activities
Activities 2008
2009 Restated Change

Expenses
Instruction:

Regular $6,485,292 $6,928,700 $443,408

Special 1,765,260 1,612,088 (153,172)

Vocational 140,694 132,592 (8,102)
Support Services:

Pupils 671,862 647,727 (24,135)

Instructional Staff 709,290 710,754 1,464

Board of Education 23,697 29,185 5,488

Administration 1,006,309 1,057,608 51,299

Fiscal 373,581 413,143 39,562

Business 48,193 10,726 (37,467)

Operation and Maintenance of Plant 1,478,719 1,476,770 (1,949)

Pupil Transportation 893,072 891,129 (1,943)

Central 78,174 82,802 4,628
Non-Instructional Services 537,171 549,645 12,474
Extracurricular Activities 608,210 687,166 78,956
Interest and Fiscal Charges 597,953 389,170 (208,783)
Total Expenses 15,417,477 15,619,205 201,728
Increase in Net Assets 14,644,981 1,374,707 13,270,274
Net Assets at Beginning of Year 14,507,598 13,132,891 1,374,707
Net Assets at End of Year $29,152,579 $14,507,598 $14,644,981

In total, program revenues remained very similar to the prior fiscal year with a change of less than 1
percent. Program revenues primarily consist of restricted intergovernmental revenues, charges for tuition
and fees for extracurricular activities, and food service sales. General revenues increased 90 percent
from the prior fiscal year and are generally attributable to resources from the Ohio School Facilities
Commission for the State’'s share of building construction and renovation. However, also note the
decrease in property taxes due to the State’s elimination of tangible personal property taxes.

Program expenses also remained very similar to the prior fiscal year with a decrease of 1 percent. The
major program expense for governmental activities continues to be for instruction, which accounts for 54
percent of all governmental expenses. Other programs which support the instruction process, including
pupils, instructional staff, and pupil transportation account for 15 percent of governmental expenses.
Maintenance of the School District’'s facilities also represents a significant expense, over 9 percent.
Therefore, 78 percent of the School District's expenses are related directly to providing facilities and
delivering education.

Table 3 indicates the total cost of services and the net cost of services for governmental activities. The
statement of activities reflects the cost of program services and the charges for services, grants, and
contributions offsetting those services. The net cost of services identifies the cost of those services
supported by tax revenues and unrestricted state entitlements.
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Table 3
Governmental Activities

Total Cost of Net Cost of
Services Services
2009 2008 2009 2008

Instruction;

Regular $6,485,292 $6,928,700 $5,790,550 $6,260,697

Special 1,765,260 1,612,088 767,264 561,776

Vocational 140,694 132,592 116,354 109,241
Support Services:

Pupils 671,862 647,727 662,482 637,529

Instructional Staff 709,290 710,754 709,290 710,754

Board of Education 23,697 29,185 23,697 29,185

Administration 1,006,309 1,057,608 1,006,309 1,057,608

Fiscal 373,581 413,143 373,581 413,143

Business 48,193 10,726 48,193 10,726

Operation and Maintenance of Plant 1,478,719 1,476,770 1,478,719 1,476,770

Pupil Transportation 893,072 891,129 844,782 854,856

Central 78,174 82,802 69,174 70,802
Non-Instructional Services 537,171 549,645 1,035 56,483
Extracurricular Activities 608,210 687,166 388,986 445,751
Interest and Fiscal Charges 597,953 389,170 597,953 389,170
Total Expenses $15,417,477  $15,619,205 $12,878,369 $13,084,491

The above table demonstrates that both the total cost and net cost of services has changed little from
fiscal year 2008 and the dependence on tax revenues and unrestricted state entitlements is considerable
with 84 percent of all program costs supported by these revenue sources. Almost 80 percent of
instruction activities are supported through taxes and other general revenues. Several programs,
however, receive substantial support through program revenues. Approximately 57 percent of special
instruction costs are provided for through programs revenues. This is the result of various grants
restricted for special instruction purposes. Almost all of the non-instructional services costs were covered
by program revenues. This is primarily due to cafeteria sales, state and federal subsidies, and donated
commodities for food service operations. Approximately 36 percent of extracurricular activities expenses
are covered by program revenues. These program revenues are the result of music and athletic fees,
ticket sales, and gate receipts at musical and athletic events.

The School District’s Funds

The School District's governmental funds are accounted for using the modified accrual basis of
accounting. The General Fund had a 26 percent decrease in its fund balance for fiscal year 2009.
Revenues decreased over $2.7 million, primarily due to the decrease in property taxes resulting from the
Stat’s elimination of tangible personal property taxes. There was also a decrease in payment in lieu of
taxes revenue due to the expiration of agreements. Expenditures decreased 3 percent from the prior
fiscal year.
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The Building and Ohio School Facilities Commission capital projects funds are new funds due to the
school building project. The Building Fund issued general obligation bonds for a portion of the local share
of funding for this project. The Ohio School Facilities Commission Fund also issued general obligation
bonds for a portion of the local share of funding for this project and received resources from the Ohio
School Facilities Commission for the State’s share of construction purposes.

General Fund Budgeting Highlights

The School District's budget is prepared according to Ohio law and is based upon accounting for certain
transactions on a basis of cash receipts, disbursements, and encumbrances. The most significant
budgeted fund is the General Fund. During fiscal year 2009, the School District amended its General
Fund budget as needed.

For both revenues and expenditures, there was no change from the original budget to the final budget.
Changes from the final budget to actual revenues were not significant. Changes from the final budget to
actual expenditures decreased of over $1.7 million. The largest decrease is reflected in the regular
instruction program and due to lingering negotiations with the Pike-Delta-York Education Association,
conservative budgeting, and reduced personnel levels due to retirements and staff turnover prior to the
start of the 2008-2009 school year.

Capital Assets and Debt Administration

Capital Assets

At the end of fiscal year 2009, the School District had $17,303,661 invested in capital assets (net of
accumulated depreciation), a change of 2 percent. The most significant addition was construction in
progress related to the building construction and renovation project. For further information regarding the
School District’s capital assets, refer to Note 10 to the basic financial statements.

Debt

The School District's outstanding debt at fiscal year end consisted of general obligation bonds, in the
amount of $17,440,465. The School District’s long-term obligations also include compensated absences.
For further information regarding the School District’'s long-term obligations, refer to Note 15 to the basic
financial statements.

Current Issues

The State Foundation funding formula is based on the number of students residing within the School
District boundaries attending public or community schools. The School District has been experiencing a
decline in enrollment over the past several years. From fiscal year 2008 to fiscal year 2009, the School
District had a decline of over thirty-five students in the funding formula. This did not have a financial
impact on the School District in fiscal year 2009 due to the funding “guarantee” provided by the State
biennium budget. Open enrollment students coming into the School District have not made up for the
number of students leaving. In the 2008/2009 school year, the open enrollment gap was closing with the
difference being approximately eleven students. As decisions about staffing levels and building
assignments are considered, the declining student enrollment within the School District and strategies for
retaining open enrollment students will continue to be evaluated.

During negotiations with both unions in the spring of 2009, the employees agreed to move to a new
health insurance plan within the NBEC Insurance Benefits Program with a monthly premium 22 percent
less than paid for the previous year. The union employees moved to this plan on August 1, 2009. The
increase or decrease in premiums paid is tied to the usage of all NBEC health insurance plans. The low
administration costs means that as usage changes, the premiums needed to cover the payments for
medical services will also change accordingly.
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Based on House Bill 66, the State’s biennium budget bill for fiscal years 2006 and 2007, the tangible
personal property tax began a four-year phase out effective for tax year 2006. School districts have been
promised full replacement of this lost tax for five years via the school funding formula and direct payments
from the State (excluding the inventory taxes that were already scheduled to be eliminated and the first
half-mill on bond and emergency levies). Pike-Delta-York Local School District received the final tangible
personal property tax settlement in November 2008. Direct payments received by the School District
have been as anticipated due to the guarantees within the State funding formula.

In the mid-1990’s, Fulton County entered into agreements with several companies located within the
School District’s boundaries. The agreements also required approval by the School District. These
agreements were in conjunction with the companies receiving 100 percent tax abatement on tangible
personal property for ten years and, for some businesses, on real estate for fifteen years. During the life
of these tax abatement agreements, the assessed valuation of the real estate and tangible personal
property is not included on the tax duplicate valuation. The first of these collections was received in
October 1997.

The first of our agreements expired during the four-year phase out of tangible personal property taxes.
The School District received the tangible personal property tax settlement from the Fulton County Auditor
in October 2007 that included the taxes paid by this company at the reduced assessment rates of 12.5
percent for tax year 2007. The School District received the final tangible personal property tax settlement
from this same company based on the reduced assessment rate of 6.25 percent for tax year 2008. With
the November 2008 tangible personal property tax settlement, the School District received the second
company’s taxes since their tax abatement agreement expired the previous year.

With this large increase in assessed valuation for tax year 2007, the funding through the Foundation
Program put more reliance on the transitional aid guarantee for fiscal year 2009. Even though Parity Aid
funding decreased by $100,000, the transitional aid increased by over $625,000 for fiscal year 2009.

In July 2009, the State of Ohio’s budget for fiscal years 2010 and 2011 (HB1) changed the way school
districts are funded. The Evidence Based Funding Model (EBM) funds schools much differently than the
previous building block system by using the number of students per educational building to calculate the
amount of funding for different components of operating a school district. HB1 created the Pathway to
Student Success (PASS) form to show the funding information for the components of the EBM. The
PASS form will be used for making the bi-monthly state payments starting in October 2009 and will utilize
the School District’s enrollment as of October 2008.

In spring 2006, the School District was visited by representatives from Ohio School Facilities Commission
to discuss the possibilities that would be available through the Classroom Facilities Assistance Program.
Since that time, the School District identified an architecture firm to work with to develop the School
District’s Master Plan. The Master Plan developed with community input includes renovations to the High
School building (keeping it a facility for grades 9 through 12), renovations to the Middle School building to
accommodate grades 5 through 8, the abandonment of the Delta Elementary School and York
Elementary School buildings and the construction of a new elementary building next to the Middle School
to accommodate preschoolers through grade 4. This Master Plan will also include several locally funded
projects to supplement the overall project. The Board of Education proceeded with all of the necessary
resolutions to accept the OSFC project and succeeded in getting voter approval for a $10 million bond
issue at the August 2008 election. OSFC funding for over $15.5 million of the total $25.5 million project is
proceeding. The School District sold $5.8 million of bonds in December 2008 and the remaining $4.1
million sold in January 2009. Construction on the new elementary building began in October 2009 with
the completion anticipated in December 2010. The renovations to the high school building are scheduled
to begin in June 2010 with the project completed by December 2011.
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Contacting the School District’s Financial Management

This financial report is designed to provide our citizens, taxpayers, investors, and creditors with a general
overview of the School District’s finances and to reflect the School District's accountability for the monies
it receives. Questions concerning any of the information in this report or requests for additional

information should be directed to Joyce Kinsman, CFO/Treasurer, Pike-Delta-York Local School District,
504 Fernwood Street, Delta, Ohio 43515-1262.
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Pike-Delta-York Local School District
Statement of Net Assets
June 30, 2009

Governmental
Activities

Assets:
Equity in Pooled Cash and Cash Equivalents $18,866,063
Accounts Receivable 26,791
Accrued Interest Receivable 63,051
Intergovernmental Receivable 12,585,182
Prepaid Items 13,180
Inventory Held for Resale 14,032
Materials and Supplies Inventory 10,440
Property Taxes Receivable 4,046,792
Payments in Lieu of Taxes Receivable 27,127
Unamortized Issuance Costs 258,814
Nondepreciable Capital Assets 1,760,302
Depreciable Capital Assets, Net 15,543,359
Total Assets 53,215,133
Liabilities:
Accounts Payable 37,504
Contracts Payable 102,409
Accrued Wages and Benefits Payable 1,