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Mary Taylor, cra

Auditor of State

Family and Children First Council
Sandusky County

1001 Castalia Street

Fremont, Ohio 43420-4015

To the Members of Council:

As you are aware, the Auditor of State’s Office (AOS) must modify the Independent Accountants’ Report
we provide on your financial statements due to an interpretation from the American Institute of Certified
Public Accountants (AICPA). While AOS does not legally require your government to prepare financial
statements pursuant to Generally Accepted Accounting Principles (GAAP), the AICPA interpretation
requires auditors to formally acknowledge that you did not prepare your financial statements in
accordance with GAAP. Our Report includes an adverse opinion relating to GAAP presentation and
measurement requirements, but does not imply the amounts the statements present are misstated under
the non-GAAP basis you follow. The AOS report also includes an opinion on the financial statements you
prepared using the cash basis and financial statement format the AOS permits.

Mary Taylor, CPA
Auditor of State

August 6, 2007

One Government Center / Suite 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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Mary Taylor, cra

Auditor of State

INDEPENDENT ACCOUNTANTS' REPORT

Family and Children First Council
Sandusky County

1001 Castalia Street

Fremont, Ohio 43420-4015

To the Members of Council:

We have audited the accompanying financial statements of Family and Children First Council, Sandusky
County, (the Council) as of and for the years ended December 31, 2006 and 2005. These financial
statements are the responsibility of the Council's management. Our responsibility is to express an
opinion 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 opinion.

During fiscal year 2005 the Council changed its method of accounting from modified cash basis of
accounting to the regulatory cash basis of accounting as described more fully in Note 1, the Council has
prepared these financial statements using accounting practices the Auditor of State prescribes or permits.
These practices differ from accounting principles generally accepted in the United States of America
(GAAP). Although we cannot reasonably determine the effects on the financial statements of the
variances between these regulatory accounting practices and GAAP, we presume they are material.

Instead of the combined funds the accompanying financial statements present, GAAP require presenting
entity wide statements and also presenting the Council’s larger (i.e. major) funds separately. While the
Council does not follow GAAP, generally accepted auditing standards requires us to include the following
paragraph if the statements do not substantially conform to GAAP presentation requirements. The
Auditor of State permits, but does not require councils to reformat their statements. The Council has
elected not to follow GAAP statement formatting requirements. The following paragraph does not imply
the amounts reported are materially misstated under the accounting basis the Auditor of State permits.
Our opinion on the fair presentation of the amounts reported pursuant to its non-GAAP basis is in the
second following paragraph.

One Government Center / Suite 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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Family and Children First Council
Sandusky County

Independent Accountants’ Report
Page 2

In our opinion, because of the effects of the matter discussed in the preceding two paragraphs, the
financial statements referred to above for the years ended December 31, 2006 and 2005, do not present
fairly, in conformity with accounting principles generally accepted in the United States of America, the
financial position of the Council as of December 31, 2006 and 2005, or its changes in financial position for
the years then ended.

Also, in our opinion, the financial statements referred to above present fairly, in all material respects, the
combined fund cash balances of Family and Children First Council, Sandusky County, as of December
31, 2006 and 2005, and its combined cash receipts and disbursements for the years then ended on the
accounting basis Note 1 describes.

The Council has not presented Management's Discussion and Analysis, which accounting principles
generally accepted in the United States of America has determined is necessary to supplement, although
not required to be part of, the financial statements.

In accordance with Government Auditing Standards, we have also issued our report dated August 6,
2007, on our consideration of the Council’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.

Auditor of State

August 6, 2007



FAMILY AND CHILDREN FIRST COUNCIL
SANDUSKY COUNTY

COMBINED STATEMENT OF CASH RECEIPTS, CASH DISBURSEMENTS, AND
CHANGES IN FUND CASH BALANCES
ALL GOVERNMENTAL FUND TYPES
FOR THE YEAR ENDED DECEMBER 31, 2006

Governmental Fund Types

Totals
Special (Memorandum
General Revenue Only)
Cash Receipts:
Intergovernmental $ 25681 % 366,263 $ 391,944
Membership Fees 52,800 52,800
Administrative Fees 35,265 35,265
Miscellaneous 744 744
Total Cash Receipts 114,490 366,263 480,753
Cash Disbursements:
Current:
Salaries/Benefits 81,993 81,993
Travel and Training 4,889 4,889
Office Supplies 623 623
Contract Services 1,871 1,871
Human Services 358,057 358,057
Other 1,795 20,696 22,491
Total Cash Disbursements 91,171 378,753 469,924
Total Receipts Over/(Under) Disbursements 23,319 (12,490) 10,829
Fund Cash Balances, January 1 157,982 64,760 222,742
Fund Cash Balances, December 31 $181,301 $52,270 $233,571

The notes to the financial statements are an integral part of this statement.



FAMILY AND CHILDREN FIRST COUNCIL
SANDUSKY COUNTY

COMBINED STATEMENT OF CASH RECEIPTS, CASH DISBURSEMENTS, AND
CHANGES IN FUND CASH BALANCES
ALL GOVERNMENTAL FUND TYPES
FOR THE YEAR ENDED DECEMBER 31, 2005

Governmental Fund Types

Totals
Special (Memorandum
General Revenue Only)
Cash Receipts:
Integovernmental $ 25681 % 356,801 $ 382,482
Membership Fees 51,193 51,193
Administrative Fees 23,828 23,828
Miscellaneous 532 532
Total Cash Receipts 101,234 356,801 458,035
Cash Disbursements:
Current:
Salaries/Benefits 80,507 80,507
Travel and Training 3,636 3,636
Office Supplies 779 779
Contract Services 5,434 55,850 61,284
Human Services 301,499 301,499
Other 1,192 25,646 26,838
Total Cash Disbursements 91,548 382,995 474,543
Total Receipts Over/(Under) Disbursements 9,686 (26,194) (16,508)
Fund Cash Balances, January 1 148,296 90,954 239,250
Fund Cash Balances, December 31 $157,982 $64,760 $222,742

The notes to the financial statements are an integral part of this statement.



FAMILY AND CHILDREN FIRST COUNCIL
SANDUSKY COUNTY

NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2006 AND 2005

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A. Description of the Entity

Ohio Revised Code §121.37 created the Ohio Family and Children First Cabinet Council and
permitted counties to establish county family and children first councils. Statutory membership
of a county council consists of the following individuals:

a.

The director of the board of alcohol, drug addiction, and mental health services that
serves the county, or, in the case of a county that has a board of alcohol and drug
addiction services and a community mental health board, the directors of both boards.

The health commissioner of the board of health of each city or general health district in
the county, or their designees.

The director of the county department of human services.

The executive director of the county agency responsible for the administration of children
services pursuant to § 5153.15 of the Revised Code.

The superintendent of the county board of mental retardation and developmental
disabilities.

The county’s juvenile court judge senior in service.
The superintendent of the city, exempted village, or local school district with the largest
number of pupils residing in the county, as determined by the department of education,

which shall notify each county of its determination at least biennially.

A school superintendent representing all other school districts with territory in the county,
as designated at a biennial meeting of the superintendents of those districts.

A representative of the largest city in the county.

The chair of the board of county commissioners, or an individual designated by the
board.

A representative of the regional office of the department of youth services.

A representative of the county’s head start agencies, as defined in §3301.31 of the
Revised Code.

A representative of the county’s early intervention collaborative established pursuant to
the federal early intervention program operated under the “Education of the Handicapped
Act Amendments of 1986.”

At least three individuals representing the interests of families in the county. Where
possible, the number of members representing families shall be equal to twenty per cent
of the council's remaining membership.
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FAMILY AND CHILDREN FIRST COUNCIL
SANDUSKY COUNTY

NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2006 AND 2005
(Continued)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES — (CONTINUED)

B.

C.

A county family and children first council may invite any other local public or private agency or
group that funds, advocates, or provides services to children to have a representative become
a permanent or temporary member of the council.

A county Council’s statutory responsibilities include the following:

a. Refer to the cabinet council those children for whom the council cannot provide adequate
services.

b.  Make periodic reports to the cabinet council regarding the number of children referred to
the county council and the progress made in meeting the needs of each child.

C. Develop a plan that reviews and adjusts existing programs, fills service gaps where
possible, or invents new approaches to achieve better results for families and children.

d. Participate in the development of a countywide, comprehensive, coordinated, multi-
disciplinary, interagency system for infants and toddlers with developmental disabilities or
delays and their families, as established pursuant to federal grants received and
administered by the department of health for early intervention services under the
“Education of the Handicapped Act Amendments of 1986.”

e. Maintain an accountability system to monitor the council’s progress in achieving its
purposes.

f. Establish a mechanism to ensure ongoing input from a broad representation of families
who are receiving services within the county system.

The Council's management believes these financial statements present all activities for which
the Council is financially accountable.

Accounting Basis

These financial statements follow the accounting basis the Auditor of State prescribes or
permits. This basis is similar to the cash receipts and disbursements accounting basis. The
Council recognizes receipts when received in cash rather than when earned, and recognizes
disbursements when paid rather than when a liability is incurred.

These statements include adequate disclosure of material matters, as the Auditor of State
prescribes or permits.

Cash and Investments

In accordance with Ohio Revised Code, the Council’'s cash is held and invested by the
Sandusky County Treasurer, who acts as custodian for Council monies. The Council’s assets
are held in the County’s Treasurer's cash and investment pool, and are valued at the
Treasurer’s reported carrying amount.
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FAMILY AND CHILDREN FIRST COUNCIL
SANDUSKY COUNTY

NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2006 AND 2005
(Continued)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES — (CONTINUED)

D.

Fund Accounting

The Council uses fund accounting to segregate cash and investments that are restricted as to
use. The Council classifies its funds into the following types:

1. General Fund

The General Fund reports all financial resources except those required to be accounted
for in another fund.

2.  Special Revenue Funds

These funds account for proceeds from specific sources (other than from private-purpose
trusts or for capital projects) that are restricted to expenditure for specific purposes. The
Council had the following significant Special Revenue Funds:

Wellness Block Grant Fund - Revenue provided by the State agencies to be used for
programs aimed at reducing Teen Pregnancy through education of middle school and
high school students.

Help Me Grow Fund - Revenue provided by the State agencies to be used for programs
aimed at identifying at risk children ages zero to three. It provides assessments and
services for children at risk with participation delays.

Administrative/Fiscal Agent

The Sandusky County Board of Mental Retardation and Developmental Disabilities serves as
administrative agent for the Council. Council funds are maintained in separate funds by the
Sandusky County Board of Mental Retardation and Developmental Disabilities, as fiscal agent.
Budgetary Process

The Ohio Revised Code requires that each fund be budgeted annually. The Council approved
budget must be filed with the administrative agent with copies given to the County
Commissioners and County Auditor. Auditor of State Bulletin 98-007 requires Council to
annually approve appropriation measures and subsequent amendments.

Property, Plant, and Equipment

The Council records disbursements for acquisitions of property, plant, and equipment when
paid. The accompanying financial statements do not report these items as assets.

Accumulated Leave

In certain circumstances, such as upon leaving employment, employees are entitled to cash
payments for unused leave. The financial statements do not include a liability for unpaid leave.



FAMILY AND CHILDREN FIRST COUNCIL
SANDUSKY COUNTY

NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2006 AND 2005
(Continued)
ACCOUNTING CHANGE
In 2004, the Council reported modified cash basis of accounting. For 2005, the Council has
implemented the fund financial statements by fund type using the regulatory basis of accounting

described in Note 1. The fund financial statements now present a column for each fund type.

This change did not affect fund balances previously reported.

EQUITY IN POOLED CASH

The Sandusky County Treasurer maintains a cash pool used by all the County’s funds, including
those of the Family and Children First Council. The Ohio Revised Code prescribes allowable
deposits and investments. The carrying amount of cash at December 31 was as follows:

2005 2006
Total deposits $222,742 $233,571

RETIREMENT SYSTEM

The Council's employees belong to the Ohio Public Employees Retirement System (OPERS).
OPERS is a cost-sharing, multiple-employer plan. The plan provides retirement benefits, including
postretirement healthcare, and survivor and disability benefits to participants as the Ohio Revised
Code prescribes.

The Ohio Revised Code also prescribes contribution rates. For 2006 and 2005, OPERS employee
members contributed 9 and 8.5 percent, respectively, of their gross salaries. The Council
contributes an amount equal to 13.7 and 13.55 percent respectively, of participants’ gross salaries.
The Council has paid all contributions required through December 31, 2006.

CONTINGENT LIABILITIES

Amounts received from grantor agencies are subject to audit and adjustment by the grantor,
principally the federal government. Any disallowed costs may require refunding to the grantor.
Amounts which may be disallowed, if any, are not presently determinable. However, based on prior
experience, management believes such refunds, if any, would not be material.
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FAMILY AND CHILDREN FIRST COUNCIL
SANDUSKY COUNTY

NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2006 AND 2005
(Continued)

RISK MANAGEMENT

A. General Insurance

The Council is exposed to various risks of loss related to torts; theft or damage to, and
destruction of assets; errors and omissions; injuries to employees and natural disasters.
During 2006, the County Commissioners on behalf of County Departments including Council,
contracted with County Risk Sharing Authority (CORSA) for liability insurance. The CORSA
program has a $2,500 deductible. Coverage provided by CORSA are as follows:

Type of Coverage Amount
General Liability (per occurrence) $ 1,000,000
Crime Insurance:
Faithful Performance 1,000,000
Depositor’s Forgery 1,000,000

With the exceptions of health insurance, life insurance, and workers' compensation, all
insurance is held with CORSA. There has been no significant reduction in coverage from prior
year, and settled claims have not exceeded limits of coverage in the past three years.

Health Insurance

The County Commissioners provide comprehensive health and vision insurance coverage to
the Council employee through a traditionally funded plan. The County Commissioners
purchase commercial health insurance coverage through Community Health Plan of Ohio. The
County pays 87 percent of the monthly premium while the employee pays 13 percent. The
entire risk of loss transfers to the commercial insurance carrier.

Insurance Purchasing Pool

For 2006, the County Commissioners participated in the County Commissioners Association of
Ohio Workers’ Compensation Group Rating Plan (Plan), an insurance purchasing pool. The
Plan is intended to achieve lower workers’ compensation rates while establishing safer working
conditions and environments for the participants. The workers compensation experience of the
participating counties is calculated as one experience and a common premium rate is applied
to all participants in the Plan. Each participant pays its workers’ compensation premium to the
State based on the rate for the Plan rather than its individual rate. In order to allocate the
savings derived by formation of the Plan, and to maximize the number of participants in the
Plan, the Plan’s executive committee annually calculates the total savings which accrued to the
Plan through its formation. This savings is then compared to the overall savings percentage of
the Plan. The Plan’s executive committee then collects rate contributions from or pays rate
equalization rebates to the various participants. Participation in the Plan is limited to counties
that can meet the Plan’s selection criteria. The firm of Comp Management, Inc. provides
administrative, cost control, and actuarial services to the Plan. Each year, the County
Commissioners pays an enrollment fee to the Plan to cover the costs of administering the
program.

11
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FAMILY AND CHILDREN FIRST COUNCIL
SANDUSKY COUNTY

NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2006 AND 2005
(Continued)

RISK MANAGEMENT - (CONTINUED)

The County Commissioners may withdraw from the Plan if written notice is provided sixty days
prior to the prescribed application deadline of the Ohio Bureau of Workers’ Compensation.
However, the participant is not relieved of the obligation to pay any amounts owed to the Plan
prior to withdrawal, and any participant leaving the Plan allows representatives of the Plan to
access loss experience for three years following the last year of participation.

In prior years, the Council paid a portion of the premiums assessed to the County
Commissioners for the State Workers’ Compensation System using a retrospective rating plan.
The Council continues to pay its portion of claims resulting from this plan. The activity is
accounted for in an internal service fund on the financial statements of Sandusky County. The
claims activity for the past three fiscal periods is as follows:

Claims and
Year Beginning Changes in Claims Ending
Liability Balance Estimates Payments Balance
2006 $ $ 90,259
2005 6,286
2004 1,221

12



Mary Taylor, cra

Auditor of State

INDEPENDENT ACCOUNTANTS’ REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS
REQUIRED BY GOVERNMENT AUDITING STANDARDS

Family and Children First Council
Sandusky County

1001 Castalia Street

Fremont, Ohio 43420-4015

To the Members of Council:

We have audited the financial statements of the Family and Children First Council, Sandusky County, (the
Council) as of and for the years ended December 31, 2006 and 2005, and have issued our report thereon
dated August 6, 2007, wherein we noted the Council changed its method of accounting from the modified
cash basis of accounting to the regulatory cash basis of accounting. We conducted our audit in
accordance with auditing standards generally accepted in the United States of America and the standards
applicable to financial audits contained in the Comptroller General of the United States’ Government
Auditing Standards.

Internal Control over Financial Reporting

In planning and performing our audit, we considered the Council’s internal control over financial reporting
as a basis for designing our audit procedures for expressing our opinion on the financial statements, but
not to opine on the effectiveness of the Council’s internal control over financial reporting. Accordingly, we
have not opined on the effectiveness of the Council’s internal control over financial reporting.

Our consideration of internal control over financial reporting was for the limited purpose described in the
preceding paragraph and would not necessarily identify all deficiencies in internal control over financial
reporting that might be significant deficiencies or material weaknesses. However, as discussed below,
we identified a certain deficiency in internal control over financial reporting that we consider a significant
deficiency.

A control deficiency exists when the design or operation of a control does not allow management or
employees, in performing their assigned functions, to prevent or detect misstatements on a timely basis.
A significant deficiency is a control deficiency, or combination of control deficiencies, that adversely
affects the Council's ability to initiate, authorize, record, process, or report financial data reliably in
accordance with its applicable accounting basis, such that there is more than a remote likelihood that the
Council's internal control will not prevent or detect a more-than-inconsequential financial statement
misstatement.

One Government Center / Suite 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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Family and Children First Council

Sandusky County

Independent Accountants’ Report on Internal Control Over
Financial Reporting and on Compliance and Other Matters
Required by Government Auditing Standards

Page 2

We consider the following deficiency described in the accompanying schedule of findings to be a
significant deficiency in internal control over financial reporting: 2006-001.

A material weakness is a significant deficiency, or combination of significant deficiencies resulting in more
than a remote likelihood that the Council’s internal control will not prevent or detect a material financial
statement misstatement.

Our consideration of the internal control over financial reporting was for the limited purpose described in
the first paragraph of this section and would not necessarily identify all deficiencies in the internal control
that might be significant deficiencies and accordingly, would not necessarily disclose all significant
deficiencies that are also material weaknesses. We believe the significant deficiency described above is
a material weakness.

We also noted a certain internal control matter that we reported to the Council’'s management in a
separate letter dated August 6, 2007.

Compliance and Other Matters

As part of reasonably assuring whether the Council's financial statements are free of material
misstatement, we tested its compliance with certain provisions of laws, regulations, contracts, and grant
agreements, noncompliance with which could directly and materially affect the determination of financial
statement amounts. However, providing an opinion on compliance with those provisions was not an
objective of our audit and accordingly, we do not express an opinion. The results of our tests disclosed no
instances of noncompliance or other matters we must report under Government Auditing Standards.

We intend this report solely for the information and use of the audit committee, management and the
Family and Children First Council. We intend it for no one other than these specified parties.

7’)/74/»7 \/47»542/

Mary Taylor, CPA
Auditor of State

August 6, 2007
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FAMILY AND CHILDREN FIRST COUNCIL
SANDUSKY COUNTY

SCHEDULE OF FINDINGS
DECEMBER 31, 2006 AND 2005

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

FINDING NUMBER 2006-001

Material Weakness

Financial Reporting

As a result of the audit procedures performed, errors were noted in the financial statements that required
audit reclassifications. In 2005, state funds from “Access to Better Care” in the General fund were
misposted as Membership Fees ($5,681). In 2006, membership fees in the General fund were misposted
as Intergovernmental revenue ($19,000). Also, miscellaneous revenue was misposted as membership
fees ($744).

Sound financial reporting is the responsibility of the fiscal officer and Council members and is essential to
ensure the information provided to the readers of the financial statements is complete and accurate.

To ensure the Council’s financial statements and notes to the statements are complete and accurate, the
Council should adopt policies and procedures, including a final review of the statements and notes by the
Fiscal Officer and Council, to identify and correct errors and omissions.

As of the date of our report, new account lines have been added by the County Auditor's computer
system to record the different types of revenue received by the Council.

Officials’ Response:

We did not receive a response from Officials to the finding reported above.

15



FAMILY AND CHILDREN FIRST COUNCIL
SANDUSKY COUNTY

SCHEDULE OF PRIOR AUDIT FINDINGS
DECEMBER 31, 2006 AND 2005

Not Corrected, Partially
Corrected; Significantly
Different Corrective Action

Finding Finding Fully Taken; or Finding No Longer
Number Summary Corrected? Valid; Explain
2004-001 26 CFR 1.604-1 Failure to | Yes

issue 1099 forms.
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Mary Taylor, cra

Auditor of State

FAMILY AND CHILDREN FIRST COUNCIL

SANDUSKY COUNTY

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

desan Poabbitt

CLERK OF THE BUREAU

CERTIFIED
AUGUST 30, 2007

88 E. Broad St. / Fourth Floor / Columbus, OH 43215-3506
Telephone: (614) 466-4514 (800) 282-0370 Fax: (614) 466-4490
www.auditor.state.oh.us
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