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StaTE OF OHIO
OFFICE OF THE AUDITOR

JiM PETRO, AUDITOR OF STATE

Members of the Board

Athens-Meigs Educational Service Center
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Athens, Ohio 45701-3700
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Columbus, Ohio 43215
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We have reviewed the Independent Auditor's Report of the Athens-Meigs Educational Service
Center, Athens County, prepared by Michael A. Balestra, CPA, Inc., for the audit period July 1,
1998 through June 30, 1999. Based upon this review, we have accepted these reports in lieu of
the audit required by Section 117.11, Revised Code. The Auditor of State did not audit the
accompanying financial statements and, accordingly, we are unable to express, and do not

express an opinion on them.

Our review was made in reference to the applicable sections of legislative criteria, as reflected
by the Chio Constitution, and the Revised Code, policies, procedures and guidelines of the
Auditor of State, regulations and grant requirements. The Athens-Meigs Educational Service

Center is responsible for compliance with these laws and regulations.

PETRO
Auditor of State

February 14, 2000
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Independent Auditors’ Report

Members of the Board

Athens-Meigs EBEducational Service Centerx
507 Richland Avenue, Suite 108

Athens, Chic 45701-3700

We have audited the accompanyving general-purpose financlal statements of the Athens-Meigs
Educational Service Centexr, Athens County, as of and for the year ended June 30, 1939, as listed
in the table of contents. These general-purpose financial statements are the responsibility of
the Athens-Meigs Educational Service Center’s management. Our responsibility is to express an
opinion on these general-purpose financial ztatements basad on our audit.

We conducted our audit in accordance with generally accepted auditing standards and the standards
applicable to financial audits contained in Goyermment Auditing Standarda issued by the
Comptroller General of the United States. Those standards require that we plan and pexform the
audit to obtain reasonable assurance about whether the general-purpese firancial statements are
free of material misstatement. An audit includes examining, on a test basis, evidence supporting
the amounts and digclosures in the financial statements. An audit alse includes agsesasing the
accounting principles used and significant estimates made by management, as well as evaluating
the overall 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 all
material respect:, the financial position of the Athens-MeJ.gs Educational Service Center, as of
June 30, 1999, in conformity with generally accepted accounting principles.

In accordance with Mwmm, we have also issued our repert dated January
14, 2000 on our consideration of the Athens-Meigs Educational Service Center’s internal control
over financial reporting and our tests of its compllance with certa.:,n provisiens of laws,
regulations, contracts and grants,

Our audit was performed for the purpose of forming an opinion on the general-purpose financial
statements of Athens-Meigs Educational Service Center, taken as a whele. The accompanying
schedule of Iederal awards expenditures is presented for purpese of additioral analysis as
required by U.S. Office of Management and Budget Circular A-133, Audits of States, Local
Governments, and Non-Profit Organizations, and i1s not a reguired part of the general-purpose
financial statements. Such information has been subjected teo the auditing procedures applied in
the audit of the general-purpose financial statements and, in ouxr opinion, is fairly stated, in
all material respects, in relation to the general-purpose financial statements taken as a whole.

As described in Notes 3 to the general-purpose financlal statements, the Center implemented
Govemmental Accou.ntlng Sta.ndards Board Statement No 3z, i

Mickadl Ai. Balestra, CPA, lse.

Michael A. Balestra, CPA, Inc,

January 14, 2000 - -7



ATHENS-MEIGS EDUCATIONAL SERVICE CENTER

ATIIENS COUNTY, OHIO
Combined Balance Sheot
Al Feud Types and Account Groups
Fune 30, 1909
Fiduciary
Governpments] Fond Types Fund Types Account Groups .
’ - Géneral General Totals
Special Trust and Fited  Long-Term (Memorandum
—Geieral _Revepue Agency, Assets  Oblipations _ Onmly)
Assets and Other Debits:
Assely;
Equity in Pooled Cash and Cash Equivalents $288,398 $273,368 5220939 30 30 5782713
Receivables:
Accounts 443 567 L} 0 9 1,010
Intergovernmental 94,263 4,000 0 0 0 08,263
Accrued Interest 0 0 35 1] ¢ 33
Due from Other Funds 8.165 0 0 0 [+ 8,163
Matetials and Supplies Ioventory 1,332 © 3,10% 7,937 0 2 12,397
Prepaid Jterns 5.43% 287 1,173 0 9 6,247
Fixed Assels D [ 317 253,953 o 397,100
Qther Debits:
Amount to be Provided ffom Generaf Government Besoutces 0 Q 0 0 31,502 31,502
Total Assets and Other Debits $393.080 S_%B 1,330 $373,263 5263=9S3 3 !iﬁol SI.SESE 134
Lishititice, Fugd Equity and Qther Credits;
isbilities:
Accounts Payable 57,513 520,449 81,671 50 0 529,638
Acctued Wages and Benefits Payable 260,310 23,371 50,836 0 0 344,517
Compensated Absences Payable 5672 0 4,684 0 81,502 91,852
Due to Other Funds 0 7333 832 0 1} 3,165
Intergovernmental Payable 49,017 10,067 0,329 0 14 68,213
Dreferred Revenue [ ] 25,000 0 kel 0 25,000
Undistributed Monies 0 0 42,190 g 0 42,190
Capital Leases Payable 0 _ 0 70,392 1] 0. 70,392
Total Lisbilitics 322 514 _ 86,220 190,437 0 31,502 630!6_73
Imvestenent in Genernl Fixed Assets 44 ¢ 143,147 233,953 [ IT100
Fund Balance: R :
Reserved for Encumbrances 4,722 12,042 1] ] 1} 16,754
Reserved for Tmventory 1332 _ . . 3,103 ] 3 g 4410
Reserved for Prepaid lems 3,843 237 0 0 0 4,130
Unreserved, Undesignated 63,675 179,673 39,679 0 0 233,027
Total Fond Fquity
ad Other Credits 73372 195,110 182,826 253953 1) 707461
Total Liabilities, Fand Equity .
and Other Credits $398.085 $231.330 $373.263  $133,953 581,502 $1,338,134

See apcompanying notes to fhe gencral-pwrpose financial statements,



ATHENS-MEIGS EDUCATIONAL SERVICE CENTER
ATIHENS COUNTY, OHIO

Combined Statement of Revenues, Expenditures
and Changes in Fund Baiances
All Governmental Fund Types and Similar Trust Funds
For the Fiscal Year Ended June 30, 1999

Fiduciary
Governmental Fund Types Fund Type Totals
Special Expendable  (Memorandum
Gencral Revenue Trust Only)
Revenues:
Intergovernmental $997.695 © $946,157 30 $1,943,852
Interest 27,147 0 1,278 28,425
Tuition and Fees 7,836 23,390 0 31,226
Gifts and Donations 0 3,300 0 3,300
Customer Services 1,538,329 26,053 c 1,564,382
Miscellaneous 26,303 54 230 0 - 80,533
Total Revenues 2,597,310 1,053,130 1,278 3,651,718
Expenditures:
Current:
Instruction
Regular 98,393 324,284 0 422,677
Special 1,063,988 4,420 0 1,068,408
Adult/Continuing . T 0 72,093 0 72,093
Suppert Services T -
Pupils 539,643 214,428 0 774,071
Instructional Staff 448,874 228,828 0 677,702
Board of Education . 27,629 0 0 27,629
Administration 222,632 . 13,147 0 235,779
Fiscal 85,169 7,068 0 92,237
Business 4,648 3,548 0 8,196
Operation and Maintenance of Plant 7,676 1,280 0 8,958
Pupil Transportation 54 2,611 0 2,665
Central 6,697 120,487 0 127,184
Other 8,476 16,406 0 24,882
Extracurricular Activities ' 850 0 1,500 2,350
Intergovernmental 1,104 0 Y 1,104
Total Expenditures 2.535833 1,008,600 1,500 3,545,933
Excess of Revenues Over (Under) Expenditures 61,477 44,530 (2223 105,785
Fund Balances at Beginning of Year 14,856 147,889 30,810 193,555
Increasc (Deerease) in Reserve for Inventory “(761) 2,691 0 1,930
Fund Balances at End of Year $75.572 $195.110 $30,588 $301,270

Sce accompanying notes to the general-purpose financial statements.



ATHENS-MEIGS EDUCATIONAL SERVICE CENTER
ATHENS COUNTY, OHIO

Combined Statement of Revenues, Expenditures and
Changes in Fund Balances - Budget and Actual (Budget Basis)
All Governmental Fond Types and Similar Trest Fuads
For the Fiscal Year Ended June 30, 1999

General Fund Special Revenue Fundy I
Variznce Variance
Revised Fxvorable Revised Favorable
Budget Actual {Unfavorable) Budget Agtual {Unfavonable)
Revenacy:
Intergovernmental $1,069,246 $1,076,34% $7.302 $774,020 $931,252 £137,232
Interest 20,000 29,219 2,219 0 4] 0
Tuition and Fees /] 1,038 1,038 18,530 23,099 4,349
Gifis and Denations o] 0 o 3,300 3,300 ]
Customes Services 1,324,912 1,435,412 {89,507 27,120 26,053 (1,067),
Miscellaneons 2,000 15212 13,812 31411 34,211 2,300
Total Revenues 2616068 2358020 (33,1361 874,901 1037913 _ 163514
Cuzrent:
Tnstrection
Regular 102,619 33,664 16,933 492,926 329,839 163,087
Special 1,133,886 1,028,337 105,549 7,810 4387 3,423
Adult/Continuing Q a 0 54,767 73,130 21,587
Support Servicss . -
Pugils 608,622 540,759 67,863 230,434 221,615 8510
Instructional Staff’ 527,907 450,197 71,710 290,360 216,426 73,934
Board of Education 338,623 25,622 13,003 0 0 0
Administration 228,208 220,676 7.532 17,544 10,788 6,736
Fiscal 97,536 51,468 16,088 23,167 3,632 19,513
Business 23,745 4,928 18,218 9,009 3,514 5,495
Cpenation and Maintenance of Plant 9,204 8,971 229 6,200 1,307 4,593
Pupil Transportstion 500 23 446 7306 4,050 3,256
Central 11,132 4,347 6,808 169,159 130,308 38,351
Extracurricular Activities 1,000 B50 1,150 [1} ] o
Intergonernmental 1,104 1,104 9 1] 0 0
Total Expenditures 2,785,125 2432977 332,143 1,348.682 399066 I 349,616
Excess of Revenues Cver :
(Under) Expenditures {168,960) 103,052 274012 (474,281) 38,349 813,130
Qther Financing Sources (Uses):
Openting Transfers In 1] T.357 7,357 o 25,000 25,000
Refund of Prior Year Expenditnres 0 5,646 3,646 .0 19 19
Operating Traosfers Out (9,430} (9.429) 1 (23,000) (25,000) o
Refimd of Prior Year Receipts (3.476) (2.475) 0 (16,406} ___ (16,406) b
Total Other Financing Sources (Uses) (17.906) {4,902) 13,004 (21,406) {16,387) 25,019
Exgess of Revenues and Cthey
Fimancing Sources Over (Under)
Expenditures and Other Financing Uses (186,866) 100,150 237,016 {515,687) 22,462 238,149
Fud Balances at Begiming of Year 179072 179.072 1] 227,161 227,161 Q
Fund Balances at Exd of Year

(§7,794) 5279222 $237,016 {5238.526) $249,623 5333149

See sccompanying notes to the general-parpose financial statements,



Expendable Trost Fugd Totals (Memonandum Only)
Varince B - Variance

Revised Frvorable Revised Favorable
Budgat Actual U nfwot_:.l:!e! Budget __Acta] (Unfavorable}
0 0 0 51343266 $2,007.300 $164,534
1,273 1,268 [§)] $21,275 $30,487 9,212
] [ e} $18.350 $24,137 5,587
0 ] [} $3,300 $3,300 0
[\] 0 1} 51,552,039 $1,461,465 (90,573)
0 g 9 $33.411 $70.023 14,612
1275 1268 {7 . 53491B4)  $3597212 105,371
Q ¢ 1] 595,345 415,503 180,042
[+ [ Q 1,141,696 1,032,724 108,972
0 0 0 94,767 73,120 21,387
0 1] Q 839,036 762,374 76,682
a 1] Q 818,267 666,623 151,644
0 0 Q 38,625 25622 13,003
Q Q 1] 245,752 231,464 14,288
0 0 i 120,723 25,120 35,603
¢ Q 0 32,785 3442 24,313
[ & ¢ 13,400 10,272 5122
0 0 1] 7.806 4,104 3,702
o [} 0 180,311 134,655 45,656
3,000 1,500 1,500 3,000 330 2,650
9 9.0 L104 1104 0
3000 1300 1300 $3,136807  §3453,543  (633.26%)
(1.729) (Bn 1493 (644,956) 143,669 788,635
0 o 0 ¢ 12,357 32,387
0 0 ¢ o] 5,665 5,665
o 0 0 (34,430) €34,429) 1
) i _0 (48 (aam2) o
0. ___ 0 ) (559,312) $21,289) 38,023
(1,725) (232) 1,493 (704,278) 122,380 126,638
0785 30783 ) 437,018 437,018 _ 0

520,060 330,553 51493 (5267,260) 5539393 $826.638




ATHENS-MEIGS EDUCATIONAL SERVICE CENTER
NOTES TO THE GENERAL PURPOSE FINANCIAT, STATEMENTS
For the Fiscal Year Ended June 30, 18399

NOIE. 1 ~ RESCRIPIION OF THE ENIIIY
Dezcription of the Educational Service Center:

The Athens-Meigs Educational Service Center 1s a body politic and corporate
established for the purpose of exercising the rights and privileges conveyed to it
by the constitution and laws of the State of Chio. The Educaticnal Service Center
is a County Educational Service Center as defined by Section 3311.05 of the Chio
Revised Code. The Educational Service Center is an administrative entity providing
supervision and certain other services to the local school districts located in Athens
and Meigs Counties. It currently coperates under a locally elected Governing Board
form of government consisting of ten {J0) members elected at la¥ge. The Athens-Meigs
Educational Service Center was formed on July 1, 1998 by the merger of the Athens
County Educational Service Center and the Meigs County Educational Service Center.

The significant accounting policies followed in the preparation of these financial
statements are summarized below. These policies conform to generally accepted
accounting principles (GAAP} for local governmental units prescribed in the statements
issued by the Governmental Accounting Standards Board and other recognized
authoritative sources.

Reporting Entity:

The reporting entity is comprised of the primary government, component units and other
organizations that are included to ensure that the financial statements of the
Educaticnal Service Center are not misleading. The primary government consists of all
funds, departments, beards and agencies that are not legally separate from the
Educational Service Center. For the Educational Service Center, this includes general
operations.

Component units are legally separate organizations for which the Educaticnal Service
Center 1s financially accountable. The Educational Service Center is financially
accountable for an organization if the Educaticnal Service Center appeints a voting
majority of the organization’s governing board and (1) the Educaticnal Service Center
is able to significantly influence the programs or. services performed or provided by
the organization; or (2) the Educational Service Center is legally entitled teo or can
ctherwise access the crganization’s rescurces; the Educational Service Center is
legally obligated or has otherwise assumed the responsibkility to finance the deficits
of, or provide financial support to, the organization; or the Educational Service
Center is obligated Efor the debt of the organization. Component units may also
include organizations for which the Educational Service Center appreves the budget,
the issuance of debt or levying of taxes. As of June 30, 1999, the Educational
Service Center has no component units.

The following Jjointly governed organizations, which perform activities within the
Educational Serviece Center’s boundaries for the benefit of its residents, are
excluded from the accompanying financial statements because the Educational
Service Center is not financially accountable for these entities nor are they
fiscally dependent on the Educational Service Center.



ATHENS-MEIGS EDUCATIONAL SERVICE CENTER
NOTES TO THE GENERAL PURPOSE FINANCIAL STATEMENTS
For the Fiscal Year Ended June 30, 1988

NOTE 1 - DESCRIPTION OF THE ENTITY (Continued)
Reporting Entity: (Continued)

* Southeast Ohic Voluntary Education Cooperative (SEOVEC)
+ Tri-County Joint Vocational School District
» Athens County School Employees Health and Welfare Benefit Association

The Educational Service Center also’paifiéipates in one public entity risk pool:
* Chio School Boards Association Workers Compensation Group Rating Program

These jointly governed organizations and the public entity risk pool are presented
in Note 14 to the general-purpose financial statements.

The financial statements of the Athens~Meigs Educational Service Center _have been
prepared in conformity with generally accepted accounting principles [GAAP) as applied
to governmental units. The Govermmental Accounting Standards Beoard (GASB} is the
accepted standard-setting body for establishing governmental accounting and financial

reporting principles. The more significant of the Educational Service Center’s
accounting pelicies are described below.

The Athens-Meigs Educational Service Center uses finds and account greoups teo report
on its financial position and the results of its operations. Fund accounting is
designed to demonstrate Jlegal compliance and to aid financial management by
segregating transactions related to certain Center functions or activities.

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

For financial statement presentation purposes, the various funds of the Educatiocnal
Service Center are grouped inte the following generic fund types under the broad fund
categories governmental and fiduciary. :

Goverpmental Fund Types: .
Goveramental funds are those through which most governmental functions of the
Educational Service Center are financed. The acquisition, use, and balances of the
Educational Service Center's expendable financial resocurces and the related current
liabilities (except those accounted for in trust funds) are accounted for through

governmental funds. The following are the Educational Service Centex's governmental
fund types:



ATHENS-MEIGS EDUCATIONAL SERVICE CENTER
NOTES TO THE GENERAL PURPOSE FINANCIAL STATEMENTS
For the Fiscal Year Ended June 30, 13999

(Continued)
A. Basis of Pregsentation - Fund Accoumpting (Continued)

Goverpmental Fund Tvpes: (Continued)
Gegeral Fund - The General Fund is the operating fund of the Educational
Service Center and is used to account for all financial resources except those
required to be accounted for in another fund. ~The General Fund balance is
available te the Educational Service Center for any purpofe provided it is
expended or transferred according to the general laws of Ohlo

~ Special Revenue Funds are used to account for the
proceeds of specific revenue sources {other than expendable tzusts] that are
legally restricted to expendifure for specifled purposes. ”

Fiduci Fupd Types:

Fiduciary funds are used to account for assets held by the Educational Service Center
in a trustee capacity or as an agent for indiwviduals, private organizations, other

governmental units and/or other funds. The following are the Educational Service
Center’s fiduciary fund types: : ;

Expendable Trusi Fund — Expendable Trust Funds are used to account for assets
where both the principal and interest may be spent. Expendable Trust Funds are

legally restricted as to use and are accounted for in the Same manner as
governmental fund types. . } -

Agepcy Fupds - Agency funds are custodial in nature and do not present results
of coperations or have measuremant focus. Agency Funds are accounted for using
the modified accrual basis of accountlng. Agency Funds are used to account for

the assets that the Educaticnal Service Center holds for others in agency
capacity.

Agconnt Groups: .

To make a clear 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:

al 3 - b mi Group - This account group is established for all
flxed,assets of the Educatlonal Service Center.

~ T - This account group ls established to
account for all long-term obligations of the Educaticnal Service Center.

The accounting and financial reporting treatment applied to a fund is determined by
its measurement focus. All governmental fund types are accounted for using a flow
of current financial resources measurement focus. With this measurement focus, only
current assets and current liabilities are generally included on the balance sheet.



ATHENS-MEIGS EDUCATIONAL . SERVICE CENTER
NOTES TC THE GENERAL PURPOSE FINANCIAT STATEMENTS
For the Fisc¢al Year Ended June 30, 1999

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. _ -

Basis of accounting refers .Lo when revenues and expenditures. or expenses are
recognized in the accounts and reported in the financial statements. Basls of
accounting relates to the timing of the measurements made.

The modified accrual basis of accounting is followed, for the governmental fund types
of the Educational Service Center. Under this basms, revenues are recognited in the
accounting period when they become both measurable and available. "Measurable means
the amount of the transaction can be determined and "available" means collectible
within the current fiscal year or scon enough thereafter to be used to pay liabilities
of the current fiscal year. The avallable period for the Educational Service Center
is sixty days after year-end.

In applying the susceptible to accrual concept under the modified accrual basis, the
following revenue sources are deemed both measurable and avallable: interest, tuitien,
grants and entitlements.

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 is Incurred, if
measurable. The costs of accumulated unpald vacation and sick leave are reported
as fund liabilities in the periocd in which they will be liguidated with available
financial resources rather than in the period earned by the employees. Allccations
of cost, such as depreciation and amortizaticn, are not recognized in the governmental
funds.

c. t data

The budgetary process 1s prescribed by Section 3317.11 of the Ohic Revised Code and
entails preparation of budgetary dgocuments within an established timetable. The
Educational Service Center legally adopts its budget on or before July 1. Included
in that budget are the estimated resources and expenditures for. each fund. Upon
review by the Educational Service Center’s Governing Board, the annual appropriation
resolution is adopted. After the start of the fiscal year, the estimated resources
are revised to include the actual beginning of the fiscal year fund balances and are
accepted by the Governing Beoard. Both the estimated resources and appropriations may
be amended ¢r supplemented throughout the year as circumstances warrant.

In the first guarter of each fiscal year, the Educational Service Center summarizes
and certifies its budget on forms furnished by the State Department of Education,
together with such other information as the State Department of Education may require.

The summarized budget consists of three parts. Part (A} includes the cost of the
salaries, employer’s retirement contributions, and travel expenses of supervisory
teachers approved by the State Department of Education. Part (B) includes the cost
of all other lawful expenditures of the Educational Service Center. Part (C) includes
the adopted appropriations resolution of the Educational Service Centerxn.



ATHENS~-MEIGS EDUCATIONAL SERVICE CENTER
NOTES TO THE GENERAL PURPOSE FINANCIAL STATEMENTS
For the Fiscal Year Ended June 30, 1993

(Continued)

C. Budgetary data {Continued)

The State Department of Education reviews the budget and certifies to each local Board
of Education under the supervision of the Educational Service Center the amount from
Part (B} that is to be apportioned to their District..

¢ The annual appropriation resolution must be legally enacted the
Educational Service Center at the fund, function, and object level of expenditures,
which are the legal levels.of budgetary control. Prior te the passage of the annual
appropriation measure, the Educational Service "Center wmay pass a Etemporary

appropriation measure to meet the ordinary expenses of the Educational Service Center.

The appropriation resolution, by fund, must be within the estimated resources and the
total of expenditures and encumbrances may not exceed the appreopriation totals at any
level of control. The Governing Board must approve any revisions that alter the total
of any fund appropriation, or alter total function appropriations wilthin a fund or
alter ocbject appropriations within functions.

The Governing Board may pass supplemental fund appropriations so long as the total
appropriations by fund do not exceed the amounts set forth in the budget approved by
the State Department of Education. The budget figures that appear in the statements
of budgetary comparisons should represent the final appropriation amcunts, including
all supplemental appropriations. Formal budgetary integration is employed as a
management contrel device during the year for all funds, consistent with statutory
provisions. ' )

Encumbrances: As part of formal budgetary control, purchase orders, contracts and
other commitments for the expenditure of monles are recorded as the equivalent of
expenditures on the non-GAARP budgetary basis in order to reserve that portion of the
applicable appropriation and to determine and maintain legal compliance. On the GAAP
basis, encumbrances outstanding at year-end are reported as a reservation of fund
balance for subsequent-year expenditures for governmental fund types.

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 Eguivalents

To improve cash management, all cash received by the Educaticnal Service Center is
pooled in central bank accounts. Monies for all funds are maintained in this pool,

with the exception of the Expendable Trust fund, which is held in a certificate of
deposit. Individual fund integrity is maintained through the Educational Service
Center’s records., Fach fund’s interest in the pool is presented as “Equity in Pooled
Cash and Cash Equivalents™ on the combined balance sheet. During fiscal year 1999,
investments were limited to. certificates of deposit and STAR Ohio.

Except for nonparticipating investment centracts, investments are recorded at fair
value that is based upon quoted market prices. Nonparticipating investment contracts
such as repurchase agreements and certificates of deposit are reported at cost.

10



ATHENS-MEIGS EDUCATIONAL SERVICE CENTER
NOTES TO THE GENERAL PURPOSE FINANCIAL STATEMENTS
For the_Fiscal Year Ended June 30, 1999

{Continued)

D. Cash and Cash Fguivalents (Continued)

Following Chio statutes, the Governing Board has, by resclution, specified the funds
to receive an alleocation of interest earnings. Interest revenue credited to the
General Fund during fiscal year 1999 amounted to $27,147. Interest revenue crédited
to the Expendable Trust Fund during fiscal year 1959 amotunted to $1,278.

For purposes of presentation on the combined balance sheet, investments of the cash
management pool are.considered to. be cash eguivalents. : ’

E. Ipventory

Inventories of governmental funds are stated at cost. Cost is determined on a first-
in, first-out basis. Inventory consists of _expendable Supplies held for consumption.
The cost of inventory items is recorded as expenditure in the governmental fund types
when purchased. Reported material and supplies inventory is equally offset by a fund
balance reserve which indicates that it does not constitute available spendable
resources even though it is a component of net current assets.

F. Prepaid Ifemg.

Payments made to vendors for services that will benefit perlods beyond June 30, 1899
are recorded as prepaid items using the consumption method. A current asset for the
prepaid amount is recorded at the time of the purchase and an expenditure/expense is
reported in the year in which services are consumed.

G. Fixed Assets R

General fixed assets are not capitalized in the funds used to acguire them, Instead,
the capital acquisition and construction costs are reflected as expenditures in
governmental funds, and related assets are reported in the general fixed assets
account group, except for those acguired by the Agency Funds. ALl fixed assets are
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 recelved. The Educational Service Center malntains a
capitalization threshold of three hundred dollars. The Educational Service Center
does not posses any Infrastructure.

The costs of normal maintenance and repairs that do not add to the value of the assets
or materially extend an asset’'s life are not capltalized. Improvements are
capitalized. Assets in the general fixed assets accouht group are not depreciated.

H. Intergovernmental Revenpues
For governmental funds, intergovernmental revenues, such as entitlements and grants
awarded on a non-reimbursement basis, are recorded as recelvables and revenues when

measurable and available, Reimbursement type grants are recorded’as réeceivables and
revenues when the related expenditures are incurred.
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ATHENS-MEIGS EDUCATIONAL SERVICE CENTER
NOTES TO THE GENERAL PURPOSE FINANCIAL STATEMENTS
For the Fiscal Year Ended June 30, 1999.

- {Continued)__

H. Intergovernmental Revenpues (Continued)

The Educational. Service Center currently participates in several State and Federal
programs, categorized as follows:

Geperal Fund:

State Foundation Program o

Non-Rejmburgable Grapts;
Special Revenue Fuads:
A.B.L.E. Chic Works First (CDHS) Program
Early Childhood Education/Intervention Grant
Education Management Information Systems
Public S8chool Preschool Grant .
Entry Year Balance ad Professional Teacher Development Grants
Chioc Wellness Block Grants
Parent Mentor Program
Appalachian Ohic Environmental Project Grant
Adult Basic and Literacy Educaticn
EMS School-to-Work Mini Grants
EHA Preschoocl Grants for the Handicapped
School—-to-Work Grant
Project Life Grant
Goals 2000 ’

Agency Fauds: :
Head Start Disabilities Grant
Special Education Grants to State (IDEA Part B)
Early Childhcod Educational Development Grant
Special Education Preschecol Grant
Project Life . -

Reimburgable Granis:
Spegial Revepue Funpds;
A.B.L.E. Expansion/Pass Thru Program

Grants and entitlements amounted to approximately fifty nine percent (598) of The
Educational Service Center’s revenue during the 1999 fiscal vear.

I. Compenpated Absences

GASB Statement 16, “Accounting for Compensated Absences”, specifies the methods used
to accrue liabilities for Ileave benefits. Vacation bkenefits are accrued as a
liakility as the benefits are earned 1f the employees' rights to receive compensation
are attributable to services already rendered and it is probable that the employer
will compensate the employees for the benefits through paid time off or some other
means. Sick leave benefits are accrued as a liability using the vesting method.
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NOTES TO THE GENERAT, PURPOSE FINANCIAL STATEMENTS
For the Fiscal Year Ended June 30, 1999

- (Continued}

I. Compensated Absences (Continued) o

The liability is based on the sick leave accumulated at June 30 by those employees
who are eligible to receive terminaticn benefits and by those employees for whom it
is probable will become eligible to receive termination benefits in the future. The
amount is based on accumulated sick leave and employees” wage rates at fiscal year
end, teking into consideration any limits specified in the Educational Service
Center's termination policy.

For govermmental. funds, the Educational Service Center records a liability for
accumulated unused vacation time when earned for all employees with more than one year
of service. The Bducational Service Center records a liability for accumulated unused
sick leave for employees based on age and years of service. The current portion of
unpald compensated absences is the amount expected to be paid using expendable
available resources. These amounts are recorded in the account "compensated abksences
payabkle" in the fund from which the employees who have accumulated unpaid leave are
paid. The remainder is reported in the general long-term debt account group.

J. Accxgmge

In general, governmental Zfund pavables and accrued liabilities are reported as
obligations of the funds regardless of whether they will be liquidated with current
resources. However, compensated absences and contractually required pension
contributions that will be paid from governmental funds are reported as a liability
in the general long-term okligations account group to the extent that they will not
be paid with current available expendable financial resources. Payments made more
than sixty days after year-end are considered net to have been paid with current
available financial resources. Capifal leases are recognized as a liability of the
general long-term obligations account group until due. |

K. Intexfund Transactions -

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

The Educaticnal Service Center reserves fund balance for amounts that are legally
segregated for specific purposes or which ars not available for appropriation.
Unreserved fund kalance indicates that portion of fund equity that is availakle for
appropriation in future periods. Fund equity reserves are established £for
encumbrances, prepaid items and for inventeories of material and supplies.
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NOTES TO THE GENERAL PURPOSE FINANCIAL STATEMENTS
For the Fiscal Year Ended June 30, 1299

(Continued)

The preparation of £financial  statements in conformity with generally accepted
accounting principles requires management to made estimates and assumptions that

affect the amounts reported in the financial statements and accompanying noted.
Actual results may differ from those estimates.

Total Columns on the general-purpose financial statements are captioned “Totals
(Memorandum ©Only)” to indicate that they are presented only to facilitate financial .
analysis. Data in these columns do not present financial position or results of
operations in conformity with generally accepted accounting principles. Neither is
such data comparable to a conscolidation. Interfund eliminations have not keen made
in the aggregation of this data.

GASB Statement No. 32, “Accounting and Financial Reporting for Internal Revenue Code
Section 457 Deferred Compensation Plans” provides accounting for deferred compensation
plans. 7The Center participates in the Chic Public Employees Deferred Compensation
Program. During 1998, the Ohioc Public Employees Deferred Compensation Program created
a trust for the assets of the plan for which the Center has neo fiduciary
responsibility. Therefore, plan asseéts are no longer presented on the balance sheet.

NOTE 4 - BUDGETARY BASLS OF ACCOQUNTING

While the Athens-Meigs Educational Service Center is reporting financial position,
results of operation and changes in fund balance on the basls of generally accepted
accounting principles (GAAP), the budgetary basis as provided by law is based upen
accounting for certain transactions on a basis of <cash receipts, disbursements, and
encumbrances, The Cembined Statement of Revenues, Expenditures, and Change in Fund
Balances ~ Budget and Actual (Budget Basis), All Governmental Fund Types, is presented
on the budgetary basis to provide meaningful comparison of actual results with the
budget. The major differences between the budget basis and GAAF basis are that:

1. Revenues are recorded when received in cash (budget basis) as opposed to
when susceptible to accrual (GAAP basis).

2. Expenditures are recorded when paid in cash (budget basis) as opposed to
when the liability is incurred [(GAARP basis}.

3. Encumbrances are treated as expenditures for all funds {budget basis)
rather than as a reservation of fund balance for governmental fund types (GARP
basis) .
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NOTES TO THE GENERAL PURPOSE FINANCIAL STATEMENTS
For the Fiscal Year Ended June 30, 193%%

{Continued)

The following table swmarizes the adjustments necessary te reconcile the GARP and
Budgetary basis statements by fund type.

Excess of Revenues and Other Financing Scurces
Over /(Under) Exzpenditures and Other Financing Uses
All Governmental Fund Types and Similar Fiduciary Fund
Year Ending June 30, 1999

7 Special Expendable

General - Revenue Irxust

GAAP Basis 61,477 44,530 (222)
Adjustments: .

Revenue Accruals {26,278} 9,805 {10}

Expenditure Accruals 70,954 B {3,89C) 0

Encumbrances - {8,003y " _121.383) _0

Budget Basis 100,150 . e ita . o lg32}

State statutes classify monies held by the Athens-Meigs Educaticnal Service Center
into three . categeries.

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

Inactive deposits are public deposits that the Educational Sexrvice Center has
identified as not required for use within the current two-year period of designation
of depositories. Inactive deposits must either be evidenced by certificates of
deposit maturing not later than the end of the current period of designation of
depositories, or by savings or deposit accounts including, but net 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 degignation of depositeries. . Interim deposits must be evidenced
by time certificate of deposits maturing not more than one year from the date of
deposit or by savings or deposit accounts including passbook accounts.

Protection of the Educational Service Center’s deposits is provided by the Federal
Deposit Insurance Corporation, by eligible securities pledged by the. financial
institution as security for repayment, by surety company bonds deposited with the
treasurer by the financial institution or by a single collateral peol established by
the financial institution to secure the repayment of all public monies deposited with
the institution.
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NOTES TO THE GENERAL PURPOSE FINANCIAL STATEMENTS
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NOTE 5 — DEPOSITS AND INVESIMENTS {(Continued)

Interim monies may be deposited or.invested in the following securities:

1. United States treasury notes, bills, bonds, or any cther obligation cox
security issued by the United States treasury, or any other obligation
guarantéed as to principal and interest by the Untied States;

2. Bonds, notes, debentures, or other cbligations or securities lssued by any
federal government agency or Instrumentality, including but not limited to, the
Federal Naticnal Mortgage Association, Federal Home Loan Bank, Federal Farm
Credit Bank, Federal Home Loan Mortgage Corporation, Government National
Mortgage Assocliation, and Student Loan Marketing Association. Al;”ﬁederaL
agency securities shall be direct issuances of federal government agenc1es or
instrumentalities; -

3. Written repurchase agreements in the securities listed above provided that
the market value of the securities subject to the repurchase agreement must
exceed the principal value of the agreement by at least two percent and be
marked tc market daily and that the term of the agreement must not exceed
thirty days; ' T

4. Bonds or other obligations of the State of QOhio;

5. ©No-load money markei mutual funds consisting exclusively of obligations
described in division (1} or (2} of this sectien 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 (STAROhio) ; and

7. Certain bankers' acceptances and commercial paper notes for a period not

to exceed one hundred and eighty days in an amount not to exceed twenty-five

percent of interim monies availakle for investment at any one time,

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

Investments in stripped principal or interest cbligations, reverse repurchase
agreements and derivatives are prohibited. The issuance of taxable notes for the
purpose of arbitrage, the use of leverage and short selling are also prohibited. An
investment must mature within five years from the date of purchase unless matched to
a specific obligation or debt of the Educational Service Center, 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 te the treasurer or, if
the securities are not represented by a certlflcate, upon receipt of confirmation of
transfer from the custodian. :
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NOTES TO THE GENERAL PURPOSE FINANCIAL STATEMENTS
For the Fiscal Year Ended June 30, 1899

NOTE 5 — DEPQOSITS AND INVESIMENTS (Continued)

Deposits: At year end, the carrying amount of the Educational Service Center’s
deposits was $699,790 and the bank balance was $818 884. ©Of the bank balance:

1. $230,553 was covered by federal depository insurance; and

2. $588,331 was uninsured and uncollateralized. Although, all state
statutory requirements for the deposit of meoney had been followed, non-
compliance with federal requirements could potentially subject the Center
to a successful claim by the FDIC.

Invesiments: The Center’s investments are required to be categorized to give an
indication of the level of risk assumed by the Center at year end. Category 1
includes investments that are insured or registered or for which the sscurities are
held by the Center or its fiscal agent in the Center’s name. Category 2 includes
uninsured and unregistered investments for which the securities are held by the
counterparty’s trust department or agent in the Center”™s name. Categefy 3 includes
uninsured and unregistered investments for which the securities are held by the
counterparty, or by its trust department or agent bui not in the Center’s name.
STARChio is an unclassified investment since it is not evidenced by securities that
exist in physical or hook entry form.

Carrying Fair
Investment in State o
Treasurer’'s Investment Pool $82,925 _ $82,925

A reconciliation between the classifications of cash and cash egquivalents and
investments on the combined financial statements and the classifications of deposits
and investments presented above per GASB .Statements No. 3 is as follows:

Cash & Cash

i osits . lnvestments
GASB Statement 9 5782,715
Investments of the Cash ) ) o
Management Pool: ’ - -
State Treasurer’s Investment Pool ' 82,925 _ 582,925
GASB Statement 3 §699,730 —Bg, 020

NOIE ¢ — RECEIVABLES

Receivables at June 30, 18999 consisted of tuition fees _due individuals and tuition
and fees, customer services, and entitlements, all due from local governments. ALl
receivables are censlidered collectible in full due te the stable condltlon of State
programs and the current year guarantee of’feaeral funds.
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NOIZ € — RECEIVABLES (Coentinued)

A summary of the principal items of intergovernmental receivables follows:

anqunt
General Fund:
Tuitieon $ 443
CAFS Reimbursement - : 41,620
Charges for Services - Local School Dist. 52.6423
Total General Fund: $ 94,708
Special Revenue Funds: ,
Integrated Preschools : 8 .85
Public Preschool 472
Ohio Wellness Block Grant e 4.000
Total Special Revenue Funds 8 4,587
Total All Funds $ 95,273

NOTE 7 ~ FIXED ASSETI - -
A summary of the change in general fixed asééts during fiscal year 1999 is as follows:

Balance at Balance at

Asset Category - June 30. 1998 Additions Deletions June 3Q. 1999

Furniture and

Equipment § 223,606 $ 26,019  § 5,499 $ 244,126
Vehicles 9.827 - Q — Q - 2.827
Total §_233.433 5 28.91¢9 '§ 5,499 § 253,953

A summary of the change in agency fixed aséetéﬁduring fiscal year 1999 is as follows:

Balance at . Balance at

Furniture and
Equipment $ 74,305 5 79,285 $ 10,453 $ 143,147

The Educational Service Center is exposed to wvarious risks of loss related teo tort,
theft of, damage fo, and destruction of assets, errors and omissions, injuries to
employees, and natural disasters. During fiscal year 1995, the Educational Service
Center’'s property was covered by the insurance coverage maintained by the Athens
County Commissioners, the Meigs County Commissiocners and additional ceverage purchased -
through Nationwide/Wausau Insurance Company.

18
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NOTE 8 - RISK MANAGEMENT (Continued)
A. Propexty and Liability (Continued) -

Professional liability is protected by the Nationwide/Wausau Insurance Company with
a 51,000,000 single occurrence limit and $5,000,000 aggregate with a $1,000. The
Educational Service Center owns one véhicle which is insured by Nationwide Insurance
and holds a $50 deductible for comprehensive and a $250 deductible for cellision.
Automobile liability has a $100,000 single occurrence limit and $300,000 aggregate.
The Educational Service Center also purchases hired and non-owned liability insurance
coverage to cover employees while driving during the course of their job duties.

Ohio Farmer’s Insurance Company maintains a $20,000 public official bond for the
Treasurer, a $10,000 public official bond for the Superintendent, A $10,000 public
official bond for the Executive Secretary and a $10,000 public official bond for the
Secretary to the Treasurer. The Educational Service Center alsd purchases a blanket
bond rider on a liability policy purchaséd throtgh Nationwide/Wausau Insurance.

The Educaticnal Service Center has had no significant reductions in any of its
insurance coverage from that maintained in° pricr vears. ‘Additionally, there have been

no insurance settlements that have exceeded insurance coverage in any of the past
three years.

B. FHorkers Compensation ) “ - B

For the fiscal year 1993, the Educational Service Center participates in the Chio
School Boards Association Workers’ Compensation Group Rating Program ({GRP}, an
insurance purchasing pool (Note 14). The intent &f the GRP is to achieve the beneflt
of a reduced premium for the Educational Service Center by virtue of its grouping and
representation with other participants in the GRP. The workers compensation éxperience
of the participating schoel districts is calculated as one experience and a common
premium rate is applied to all school districts in the GRP. Fach participant pays
its workers' compensation premium to the State based on the rate for the GRP rather
than its individual rate. Total savings are then calculated and each participant's
individual performance is compared to the overall saving percentage of the GRP. A
participant will then either receive money from or be regquired to contribute to the
"Equity Pooling Fund”. This "equity pooling”™ arrangement insures that each
participant shares egqually in the overall performance of the GRF. Participation in
the GRP is limited to school districts that can meet the GRP's selection criteria.

The firm of GatesMcDonald & Co. provides adminlstratlve, cost control and actuarial
services te the GRP. ) :

. Euplovea Medical Denefits

The Educational Service Center provides health and maior medical insurance for all
eligible employees through the Athens County School Employees Health and Welfare
Benefit Association, a jointly governed organization (see Note 14). The Educatiocnal
Service Center pays 90.5% of monthly premiums for family coverage and 100% of premiums
for individual coverage. = Fremiums are paid from the same funds that pay the
employeaes' salaries. ) T - :
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NOIE 8 - BISK MANAGEMENT (Continued)
2. Eplovee Medigal Bapefits {(Continued)

The Educational Service Center provides prescription drug insurance to all eligible
employees through the Association. This plan utilizes a $2 per prescription
deductible. The Educaticnal Service Center alsc provides some dental and vision
coverage to eligible employees. The premiums for these are $30.38 and $12.81,
respectively, and are paid in full by the Educational Service Center.

The Athens-Meigs Educational Service Center contributes to. the School Employees
Retirement System of Ohio (SERS), a cost-sharing multiple-emplover definéd pension
benefit plan. SERS provides retirement and disability benefits, annual cost—of-living
adjustments, and death benefits to plan members and beneficiaries. Authority to
establish and amend benefits 1s established by Chapter 3309 of the Ohio Revised Code.
The School Employees Retirement 8ystem issues a publicly available, stand-alone
financial report that includes financial statements and required supplementary
information. That report may be obtained by writing to the Schoel Employees
Retirement System, 45 North Fourth Street, Columbus, Chic 43215 or by calling (614}
222-5853. -

Plan members are required to contribute 9 percent of their annual covered salary and
the Educational Service Center is required to contribute at an actuarially determined
rate. The current rate is 14% of . annual covered payroll. The contribution
requirements of plan members and employers are established and may be amended, up to
statutory maximum amounts, by the SERS’ Retirement Beaxrd. The Educational Service
Center’s contributions to SERS for the years ending June 30, 1999, 1598, 'and 1957 were
582,582, $77,092, and $81,189 respectively, equal to the required contributions for
each fiscal year. All of the required contributions feor 1999, 1998, and 19987 have been
paid. C . . -

The Athens-Melgs Educational Service <Center contributes to the State Teachers
Retirement System of Chio (3TRS), a cost-sharing multiple~employer public employee
retirement system adminlstered by the State Teachers Retirement Board. STRS provides
basic retirement benefits disability, surviver, and health care benefits based on
eligible service credit to members and beneficiaries. Benefits are established by
Chapter 3307 of the QOhio Revised Code. STRS issues a publicly available financial
report that includes financial statements and required supplementary information for
STR5. That report may be ocbtained by writing State Teacher Retirement System, 275
East Broad Street, Columbus, Ohic 43215-3771. . '

Plan members are required to contribute 9.3 percent of their annual covered salary
and the Educational Service Center 1s regquired to contribute 14 percent; 10.5 percent
was the portion to fund pension obligations. Prior to July 1, 1997, the portion used
to fund pension obligations was 12 percent. Centribution rates are established by
S5TRS, upon the recommendaticn of its censulting actuary, not to exceed maximum rates
of 10 percent for members and 14 percent for employers.
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The Educational Service Centexr’s contribution for pension obligations to STRS for
fiscal years ending June 30, 1959, 1998, and 1997 was $238,589, $242,844, and
$247,355, respectively, equal to the regquired contributions for each fiscal year.
Rll required contributions for 1999, 1998, and 1997 have been paid. R

The Educational Service Center provides comprehensive health care benefits to retired
teachers and their dependents through the State Teachers Retilrement System [S5TRS),
and to retired non-certificated employees and their dependents through the School
Employees Retlrement System (SERS}. Benefits Include hospitalization, physicians®
fees, prescription drugs and reimbursement of monthly Medicare premiums. Benefit
provisions and the obligations to contribute are established by the Systems based con
authority granted by State statute. Both systems are on a pay-as-you-go basis.

The State Teachers Retirement System has statutory authority over how much, if any,
of the health care costs will be abscrbed by STRS. Most benefit recipients pay a
portion of the health care cost in the form of a monthly premium. By Ohic law, the
cost of the coverage pald from STRS funds shall ke included in the employer
contribution rate, currently 14% of covered payroll. Through June 30, 1998, the STRS
Board allocated employer contributions equal to 3.5% of covered payrell to the Health
Care Reserve Fund from which payments for health care benefits are pald. For the
Educational Service Center, this amount equaled $59,647 during the 1999 fiscal year.

STRS pays health care benefits from the Health Care Reserve Fund. The balance in the
fund was $2,156 millién at Juné 30, 1998. For the year ended June 30, 1998, net
health care costs paid by STRS were $219,224,000 and STRS had 91,999 eligible benefit
reclpients. - :

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

For this fiscal year, employer contributions te fund health care benefits were 4.58%
of covered payroll, an increase from 4.21% for fiscal year 1998. In addition, SERS
levies a surcharge to fund health care benefits equal to 14 percent of the difference
between minimum pay and the member's pay, pro-rated for partial service credit. For
fiscal year 1999, the minimum pay has been established as $12,400. The surcharge,
added to the unallocated portion of the 14% employer contributicn rate, provides for
maintenance of the asset target level for the bhealth care Zfund.

The target level for the health care reserve is 125% of annual health care expenses.
Expenses for health care at June 30, 1938 were $111,900,573 and the target level was
139.9 million. At June 30, 1998, SERS had net assets available for payment of health
care costs of $160.3 million. SERS had approximately 50,000 participants currently
receiving health care benefits. For the Educaticnal Service Center, the amcunt to
fund health care benefits, including surcharge, equaled $29,3756 during the 13839
fiscal year. :
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Twelve-month employees earn 10 to 20 days of vacation per year, depending upon the
length of service and employment classification. Accumulated unused vacation time
is paid to employees upon termination of employment. +Vacation leave cannot accumulate
for more than 10 days. Certiflied and classified employees earn sick leave at the rate
of one and one~fourth days per month. Sick leave may be accumulated up to 182 days.
Upon retirement, payment is made for one-fourth of the total accumulation with no
maximum limit set. .

Qthor Healih Insurapce Opliogs _

The Educational Service Center provides life insurance and accidental death and
dismemberment insurance to most employees through a greoup policy provided through
the Educational Service Center. Coverage is for $31,000.

Referred Compensation _

Educational Service Center. employees may participate in the OChic Public Employees
Deferred Compensation Plan. This plan was created in accordance with Internal Revenue
Code Section 457. Participation is on a voluntary payroll deduction basis. The plan
permits deferral of compensation until future. years. According to the plan, the
deferred compensation is not available until termination, retirement, death or an
unforeseeable emergency. ) ' T

For . fiscal year 1589, the Center implemented GASB Statement No. 32, “Deferred
Compensation Plans”. Thls statement eliminates the requirement that the Center report
plan assets in an agency fund if the plan has established a trust fund whose assets
are not held by the Center in a fiduciary capacity. The Ohio Public Employees
Deferred Compensation Plan has established a trust fund and the amounts are no longer
reported on the Center’s balance sheet as of June 30, 1959.

NOIE 12 — CAPITAL LEASE OBLIGATION

The Educational Service Center has entered into a lease agreement as lessee for
financing the acquisition of a2 _new telephone system. This lease required a down
payment of $4,600. This lease agreement quallfies as a capital lease for accounting
purposes and, therefore, has been recorded at the present value of the future minimumn
lease payments as of the inception date in the general fixed assets account group.
The Educational Service Center has alsc entered into a lease agreement for a Xerox
copler that qualifies as a capital lease for acgounting purposes. The lease qualifies
since the present value at the beginning of the lease term of the minimum payments
equals or exceeds ninety percent of the excess of the fair value of the leased
property to the lessor at the inception of the lease. Both lease agreements have been
executed for the Scutheastern Chio Special Educational Regional Resource Center.
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NOIE 12 ~ CAPITAL LEASE OBLIGATION (Continued)

The future minimum lease obligations and the net present value of these lease payments
as of June 30, 1999 were as follows:

Year Ending June 39
2000 A . $ 20,601
2001 ! ~ . ‘ 20,602
2002 ; ' ) 19,345
2003 - . . 18,093
2004 . . 3.182
Total Minimum lease payments $82,823
Less: amount representing interest — 12,431

Premium value of minimum lease payménts ™ $70,392
NOTE 137 ~ LONG-IERM OBLIGATIONS

Changes in long~term obligations of the Educatlonal Service Center during fiscal year
1999 were as follows:

Principal B ) T Principal

Cutstanding Qutstanding
Additions Reletions At June 30, 1939
Compensated Absences § 99,175 § 28,254 $ 36,827 $ 81,502
Capital Lease Cbligations § 4,079 5 78,471 $ 12,158 $__ 70,392

Total General Long-Term _ B 3
Obligations 3 24,254 5 106,725 § 49,085 $.151.824

Compensated absences reported in the "compensated absences payable” account will be
paid from the fund from which the emplovyee is paid.

The capital lease obligation is an obligation of the Agency Funds. See Note 12 for
other details.

The Scutheast Ohio Veluntary Education Cooperative (SEOVEC) was created as a regiocnal
council of governments pursuant to State statutes, SEOVEC is a computer consortium
formed for the purpose of applying modern technology with the aid of computers and
other electronic equipment to administrative and instructional functions among member
school districts. SEOVEC has 38 participants consisting of 30 districts and 8
educational service centers. SEOVEC is governed by a governing boaxd, which is
selected by the member districts.
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{Continued)

SEQVEC possesses 1ts own budgeting and taxing authority. Te obtain finaneial
information write to Southeast Chic Voluntary Educational Consortium, Bobbi Weidnex,
Treasurer, at 221 North Columbus Road, BAthens, Ohio 45701, o

. :

i~ i tion
The Tri-County Joint Vocational School District is a distinct political supdivisiow
of the State of Chlo operated under the direction of a Board consisting of eleven
appointed representatives from the eight participating school districts and the
Educational Service Center. The Board possesses its own budgeting and taxing
authority. The degree of control exercised by any participating school district is
limited to its representation on the Board. To obtain finarcial information write
to the Tri-County Joint Vocational School, Elizabeth Snyder, Treasurer, at 15676 State
Route 691, Nelsonville, Ohio 45764, ' :

The Educational Service Center is a_participant in a consortium of seven districts
to operate the RAthens County School employees Health and Welfare Benefit Association.
The Association was created to provide health care and dental benefits for the
employees and eligible dependents of employeaes of participating districts. The
Association has contracted with Anthem Insurance Compatiy to be the heath care provider
for medical benefits as well as to provide aggregate and specific stop-loss insurance
coverage, and Coresource to provide administration of its dental benefits. A Board
of Directors consisting of one representative of each of the participating districts
governs the Association. Financial information for the Association can be obtained
from the administrators at Combs & Associates, 8525 TR 50, Dola, Chio 45835-0098.

The Educaticnal Service Center participates in the Chio School Boards Asscclation
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 Ohic School Boaxrds Asscociation. The Executive Director of the OSBA, or his
designee, serves as coordinator of the program. Each year, the participating school
distriects pay an enrcllment fee to the GRP to cover the costs of administering the
program. c SR -
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ATHENS-MEIGS EDUCATIONAIL SERVICE CENTER
NOTES TO THE GENERAIL, PURPOSE FINANCIAL STATEMENTS
For the Fiscal Year Ended June 30, 1999 '

On March 24, 1997 The Chio Supreme Court rendered a decision declaring certain
pertions of the Ohio schoel funding plan unconstitutional. The Court stayed the
effect of its ruling for one year to allow the State’s legislature to design a plan
to remedy the perceived defects in that system. Declared unconstituticnal was the
State’s “school foundation program” which provides significant amounts of moenetary
support to the Educational Service Center. For the fiscal year ended June 30, 1933,
the Educational Service Center received $1,076,548 in school foundation support for
its general fund. o

Since the Supreme Curt ruling, numerous pieces of legislation have been passed by the
Ohic General Assembly in an attempt to address the issues identified by the Court.
The Court of Commen Pleas in Perry County has reviewed the new laws and, in a decision
issued on February 26, 1999, determined they are not sufficiently responsive to the
constitutional issues raised under the “thorough and efficient” clause of the Chic
Constitution. The State has appealed the decision made by the Court of Common Pleas
to the Chio Supreme Court. At this time, the Ohio Supreme Court has not fendered an
opinicon on this issue. The decision of the Court of Common Pleas in Perry County has
been stayed by the Ohio Supreme Court, and, as such, school districts are still
operating under the laws that the Common Pleas Court declared unconstitutional.

As of the date of these financial statements, the Educational Service Center 1s unable
to determine what effect, if any, this decision will have on its future state
foundation funding.

NOTE 16 - CONTVINGENCIES
Grants

The Educational Service Center received financial assistance from federal and state
agencies in the form of grants. The disbursement of funds received under these
programs generally requires compliance with terms and conditions specified in the
grant agreements and is subject to audit by the grantor agencies. Any disallowed
claims resulting from such audits could become a liabillity of the general fund or
other applicable funds. However, in the opinion of management, any such disallowed
claims will not have a material adverse effect on the overall financial position of
the Educational Service Center at June 30, 1538,

Litigati

The Athens—Meigs Educational Service Center Is currently party to legal proceedings.
The Educatlonal Service Center’s management is of the opinion that the ultimate
disposition of these claims and legal proceedings will not have material effect, if
any, on the financial condition of the Educational Service Center.
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ATHENS-MEIGS EDUCATIONAL SERVICE CENTER
NOTES TO THE GENERAL PURPOSE FINANCIAL STATEMENTS
For the Fiscal Year Ended June 30, 1999

17 - E

At an emergency meeting held on June 30, 1999, the Governing Board of the Educational
Service Center adopted a resolution that changed its structure. Effective January
1, 2000 the Governing Board will consist of seven ({7) members; six membexs elected

from each of the local school districts served by the Educatlonal Service .Center and
one member elected at large across both counties.

- o0 T

The year 2000 issue is the result of shortcomings in many electronic data processing

systems and other electronic equipment that may adversely affect the government'
operatiocns.

As of June 30, 15398, the Educational Service Center has inventoried its mission-
critical computer systems and other electronic equipment that may be affected by the
year 2000 issue and that are necessary to conducting Center operations,' "Based on this

inventory, the Center determined that no furtheér remediation or system testing was
required. i B

To the best of management’s knowledge and belief, as of January 14, 2000, the Centex
experienced no significant interruption of mission-critical operations or services
related to the Year 2000 issiue. However, because of the unprecedented nature of the
Year 2000 issue, matters may yet arise, and parties with whom the Center does business
may also experience Year 2000 readiness issues that are as yet, unkhown.
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Athens-Meigs Educational Service Center
Athens County

Schedule of Federal Awards Expenditures
For the Year Ended June 30, 1999

Federal Grantot/ Pas2s Through Federal
Pass Through Grantor/ Entity CFDA
Program Tifie Number Number Receipts Disbursements

United States Department of Education

Passed through Ohio Depariment of Education
Special Education Cluster:

Spacial Education Grants to States (Title VI-B) SBAI9T7 P 54.027 30 $24,762
6B-51 98 0 91,388

6B-51 99 P 533,694 429,638
Total Speciat Education Grants to States (Tifle Vi-B) 533,654 545,786
Special Education Preschool Grants PG-S397P 84173 o] 15,383
PG-8798 s] 5,449
PG-5199P 16,224 17,356
PG-5P a8 0 17,298
PG-S389P 71,000 51,731
PG-5799 10,000 7.649
Total Special Education Preschool Grants 97.224 114,864
Total Special Education Cluster 630,878 660,650
Adult and Community Educaticn AB-S198C  B4.002 10,000 10,000
AB-5189 25,821 23,821
Total Adult and Community Education 35,821 35821
Special Education: Personnel Davelopment & Parent Training PD-A198 84.029 Q 1,000
PD-A1 89 4,180 4,179
Total Special Education: Personnel Development & Parent Traning 4,180 5,179

Secondary Education and Transiticnal Services

for Youth with Disabilities PF-5197P B84.158 0 © 13,145
Total Secondary Education and Transitional Services PF.5199P 6,000 ____ 6,000
for Youth with Disabilities 6,000 18,145
Goals 2000 - State & Local Education Systemic Improvement Grants  G2.8387C  84.276 93,600 23,108
G2-5398 1] . 75,000

G2-8388C 81,679 31,678

Total Goals 2000 Grant 175,279 129,787
Total United States Department of Education 852,158 850,582

United States Department of Labor

Passed throwgh Ohio Department of Edlucation

School to Work WK-BE 98 17.248 12,258 13,733
Passed through Washingten County Joint Vocational School Dist N/A 17.249 10,000 11,801
Totat School to Work 22,268 25,534

United States Department of Health & Human Services

Paszsed through Ohlo Department of Education .
ABLE - Jobs Subsidy Grant J8-81 97 93.561 8,266 8,846

Total Federal Financial Assistance $882,692 $884,962

N/A - not available
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ATHENS-MEIGS EDUCATIONAL SERVICE CENTER
ATHENS COUNTY
JUNE 30, 1959 .-

NOTES TO SCHEDULE OF FEDERAL AWARDS EXPENDITURES

NOTE A - =~ SIGNIFICANT ACCOUNTING POLICIES

The accompanylng schedule of federal awards expenditures is a summary of the ackbivity of
the Center’s federal award programs. The schedule has been prepared on the cash basis of
accounting. ’

NOTE B - — SPECIAL EDUCATION CLUSTER -

The sSpecial Education Cluster is administered by the Southeastern Ohio Special Education
Reglonal Resource Center (SEO-SERRC). SEQ-SERRC is a ten—county special education service
center which selscts its own board, adopts its own budget, and receives direct Federal .and
State grants for its operation. The Educational Service Center serves as fiscal agent for
SEC-SERRC, - -

Although not directly controlled by the Educational Service Center, the financial

transactions of SEC-SERRC are handled by the Treasurer of the Educatiocnal Service Center
and are included on the ¢general purpose financial statements as Agency Funds.
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MICHAEL A. BALESTRA, CP4, INC,

CERTIFIED PUBLIC ACCOUNTANTS
528 SOUTH WEST STREET, P.O. BOX 687

PIKETON, OHIO 45661

TELEPHONE (740) 2894131 : ~-
FAX (740) 289-3639

Member American Institute of Certified Public Accountants o " Chio Suci'et'y of Certified Public Accountants

Report on compliance and on internal control over financial reporting based on an audit
of financial statements performed in accordance with Goverament Auditing Standards

Members of the Board
Athens-Meigs Educational Service Center -

507 Richland Avenue, Suite 108 ) T _'ﬂ,m
Athens, Ohio 45701-3700

We have audited the general-purpose financial statements of the Athens-Meigs Educatiocnal
Service Center, Athens County, as of and for the year ended June 30, "1%99, in which we
indicated the ESC had changed its method of accounting for deferred compensation, and hawve
issued our report thereon dated January 14, 2000. We conducted our audit in accordance
with generally accepted auditing standards and the standards applicable to financial

audits contained in Goverhment 3ggi;;gg Stendards, 1s§ued by the Comptroller General of
the United States.

Compliance
As part of obtaining reasonable assurance about whether Athens-Melgs Educational Service
Center’s general-purpose financial statements &dre free of material misstatement, we
performed tests of its compliance with certain provisions of laws, regulations, contracts
and grants, noncompliance with which could have a direct and mate¥idl effect on the
determination of general-purpose financial statement amounts. However, providing and
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 disclesed no

instances of noncompliance that are requlzed to be reported under Government Auditlng
Standards. - -

on e cial Reporti

In planning and performing our audit, we considered Athens-Meigs FEducatienal Service
Center’s internal control over financial reporting in order to detéfmine our auditing
procedures for the purpose of expressing our opinlon on the general-purpose financial
statements and not to provide assurance on the internal control over financial reporting.
Our consideration of the internal ccnirel over financial reporting would not necessarily
disclese all matters in the internal control over financial reporting that might be
material weaknesses. A material weakness is a condition in which the design or operation
of one or more of the internal control components does not reduce to a relatively low
level the risk that misstatements in amounts that would be material in relation to the
financial statements being audited may ocdcur and not be detected within a timely period
by employees in the normal course of performing their assigned functiens. We noted no

matters involving the internal control over financial reporting and its operation that we
consider teo be material weaknesses.
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Members of the Board ) - ) .

Athens-Melgs Educational Service Center ’ -
Athens, Ohio 45701-3700 e : )
Report on compliance and on internal control over financial reporting based on an audit

of financial statements performed in accordance with Government Auditing Standards
Page 2

This report is intended for the informatien of the audit committee, management, members
of the Board, 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.

Michael . Balestrs, GDA, lsnc.

Michael A. Balestra, CPA, Inc.

January 14, 2000
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MICHAEL A. BALESTRA, CPA, INC.

CERTIFIED PUBLIC ACCOUNTANTS
528 SOUTH WEST STREET, P.0. BOX 687

PIKETON, OHIO 45661

TELEPHONE (740) 289-4131
FAX (740) 289-3639

Member American Institute of Certified Public Accountants ) Ohio Society of Centified Public Accountants

Report on compliance with requirements applicable to each major program and internal
contrel over compliance in accordance with OMB circular A-133

Members of the Board

Athens~-Meigs Educational Service Center — T - .
507 Richland Avenue, Suite 108 ! o

Athens, Ohio 45701-3700

Compliance

We have audited the compliance of the Athens~Meigs Educational Service Center with the
types of compliance requirements described in the U.S. Office of Management and Budget
(OMB) Circular A-133 Compliance Supplement that are applicable to its major federal
program for the year ended June 30, 19%9. Athens-Melgs Educational Service Center’s major
federal program is identified in the summary of auditor’s results section of the
accompanying schedule of findings and guestioned costs. Conmpliance with the requirements
of laws, regulations, contracts and grants applicable to its major federal program is the
responsibility of Athens-Meigs Educatiocnal Service Center’s managenient. our

responsibility is to express an opinion on Aihens~Me1gs Educational Service Centér’s
compliance based on our audit.

We conducted our audit of compliance in acwcordance with generally accepted auditing
standards; the standards applicable to financial audits contained in Government Auditing
§;gngg;g§ lssued by the Comptroller General of the Unlted States; and OMB Circular A-133,

, 2 3 Those standards and
OMB Cchular a~-133 requlre that we plan and perform the audit to obtain reascnable
assurance about whether noncompliance with the types of compliance reguirements referred
to above that could have a direct and material effect on a major federal program occurred.
An audit includes examining, on a test basis, evidénce about Athens-Meigs Educational
Service Center’s compliance with those requirements and performing such other procedures
as We considered necessary in the circumstances. We believe that our audit provides a
reasonable basis for cur opinion. OCur audit does not provide a legal determination on
Athens-Meigs Educational Service Center’s compllance with those requlrements.

In our opinion, Athens-Meigs Educational BService Center complled, in all material
respects, wWith the requirements referred to above that are applicable to its major federal
program for the year ended June 30, 1995.

. . :

The management of Athens-Meigs Educational Service Center is responsible for establishing
and maintaining effective internal cofitrol over compliance with requirements of laws,
ragulations, contracts and grants applicakle to federal programs.
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Members of the Board

Athens-Meigs Educational Serv1ce Center ' L -

Athens, Ohic 45701-3700 - ' - :

Report on compliance with reguirements appllcable to each major program and internal
contreol over compliance in accordance with OMB ecircular A~133

Page 2 ' )

In planning and performing our audit, we considered Athens-Melgs Educaticnal. Service
Center’s interpal contrel over compllance with requirements that could have a direct and
material effect on a major federal program.in order te detezmlne our auditing procedures

control over compliance in accordance WL;h OMB Circular A-133.

our consideration of the internal control over compliance would not necessarily disclose
all matters in the internal control that might be materlal weaknesses. A material
weakness is a conditien in which the design or coperation of one or more of the intermal
control components does not reduce to a relatively low level the risk that nencompliance
with applicable requirements of laws, regulatlons, gontracts and grants that would be
material in relation to a major federal program being audited may occur and not be
detected within a timely perioed by employees in the normal course of performlng thelr
assigned functions. We noted no mattérs involving the internal control over- compliance
and its operation that we consider to be material weaknesses. ] =

This report is intended for the information of the audit committee, management, members

of the Board, 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.

Miclal A. Balestra, CPA, lsc.

Michael A. Balestra, CPA, Inc.

January 14, 2000

32



SCHEDULE OF FINDINGS AND QUESTIONED CO3TS
OMB CIRCULAR A-133 SECTION ,505

ATHENS-MEIGS EDUCATIONAL SERVICE CENTER

ATHENS COUNTY
JUNE 30, 199%

1. SUMMARY OF RUDITOR’'S RESULTS

(d) (1) (i) Type of Financial Statement Opinion Unqualified
{d} (1) (11} Were there any material control No
weakness conditions reported at the
financial statement level {(GAGRAS)?
{d) (1) {ii) Were there any other reportable control No
weakness conditions reported at the
financial statement level (GAGAS)?
{(d) (1) {1idi) Was there any reported noncompliance at No
the financial statement lewel (GAGAS)?
{d) (1) (iv} Were there any material internal No
contrel weakness conditions reported
for major federal programs?
(d) {1} {iv) Were there any other reportable No
internal control weakness conditions
repeorted for major federal programs?
(d) (1) () Type ¢f Major Programs’ Ungualified
Compliance Opinion
(d) (1) (vi) Are there any reportable findings under No
section .5107 .
{d) {1) {wvii) Major Programs {list): Special Education Cluster,
CFDA #84.027 & 84.173
(d} (1) {viii) | Dellar Threshecld: Type A\B Programs Type A: > §$300,000
Type B: all others
{(d) (1) {ix} Low Risk Auditee? . Yes
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SCHEDULE OF FINDINGS AND QUESTICONED COSTS3
OMB CIRCULAR A-133 SECTION .505

ATHENS-MEIGS EDUCATIONAL SERVICE CENTER
ATHENS COUNTY
JUNE 30, 1999

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

Finding Numbexr None

3. FINDINGS AND QUESTIONED COSTS FOR FEDERAL AWARDS

Finding Number N None

CFDA Title and Number

Federal Award Number/Year

Federal Agency

Pass-Through Agency
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88 East Broad Street

P.O. Box 1140
STATE OF OHIO Columbus, Ohio 43216-1140
OFFICE OF TEHE AUDITOR & Telephone 614-166-4514
' 3 = - 8002820870 -

M PETRO, AUDITOR OF STATE

- Pacsimile 614-466-4490

ATHENS-MEIGS EDUCATIONAL SERVICE CENTER

ATHENS 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,
Ohie.

By:MMM

Date: MARCH 7. 2000 _
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