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Dave Yost - Auditor of State

INDEPENDENT ACCOUNTANTS’ REPORT

South Central Ohio Educational Service Center
Scioto County

411 Court Street

Portsmouth, Ohio 45662

To the Governing Board:

We have audited the accompanying financial statements of the governmental activities and the aggregate
remaining fund information of the South Central Ohio Educational Service Center, Scioto County, Ohio
(the Educational Service Center), as of and for the year ended June 30, 2010, which collectively comprise
the Educational Service Center's basic financial statements as listed in the table of contents. These
financial statements are the responsibility of the Educational Service Center's management. Our
responsibility is to express opinions on these financial statements based on our audit.

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

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities and the aggregate remaining fund information
of the South Central Ohio Educational Service Center, Scioto County, Ohio, as of June 30, 2010, and the
respective changes in financial position thereof for the year then ended in conformity with accounting
principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated March 7, 2011,
on our consideration of the Educational Service Center’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.

743 East State Street, Athens Mall Suite B, Athens, Ohio 45701-2157
Phone: 740-594-3300 or 800-441-1389 Fax: 740-594-2110
www.auditor.state.oh.us
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South Central Ohio Educational Service Center
Scioto County

Independent Accountants’ Report

Page 2

Accounting principles generally accepted in the United States of America require this presentation to
include Management’s discussion and analysis as listed in the table of contents, to supplement the basic
financial statements. Although this information is not part of the basic financial statements, the
Governmental Accounting Standards Board considers it essential for placing the basic financial
statements in an appropriate operational, economic, or historical context. We have applied certain limited
procedures to the required supplementary information in accordance with auditing standards generally
accepted in the United States of America, which consisted of inquiries of management about the methods
of preparing the information and comparing the information for consistency with management’s responses
to our inquiries, the basic financial statements, and other knowledge we obtained during our audit of the
basic financial statements. We do not express an opinion or provide any assurance on the information
because the limited procedures do not provide us with sufficient evidence to express an opinion or
provide any other assurance.

We conducted our audit to opine on the financial statements that collectively comprise the Educational
Service Center’s basic financial statements taken as a whole. The Supplemental Information is not a
required part of the basic financial statements. The Federal Awards Receipts and Expenditures Schedule
(the Schedule) provides additional information required by the U.S. Office of Management and Budget
Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations, and is also not a
required part of the basic financial statements. The Schedule is management’s responsibility, and was
derived from and relates directly to the underlying accounting and other records used to prepare the basic
financial statements. The Supplemental Information and Schedule were subject to the auditing
procedures we applied to the basic financial statements. We also applied certain additional procedures,
including comparing and reconciling this information directly to the underlying accounting and other
records used to prepare the basic financial statements or to the basic financial statements themselves, in
accordance with auditing standards generally accepted in the United States of America. In our opinion,
this information is fairly stated, in all material respects, in relation to the basic financial statements taken
as a whole.

/

Dave Yost
Auditor of State

March 7, 2011



South Central Ohio Educational Service Center
Management’s Discussion and Analysis
For the Fiscal Year Ended June 30, 2010
Unaudited

The discussion and analysis of the South Central Ohio Educational Service Center’s (the
Educational Service Center) financial performance provides an overall review of the Educational
Service Center’s financial activities for the fiscal year ended June 30, 2010. The intent of this
discussion and analysis is to look at the Educational Service Center’s financial performance as a
whole; readers should also review the financial statements and notes to enhance their understanding
of the Educational Service Center’s financial performance.

Financial Highlights

0 In total, net assets decreased $38,707 which represents a slight decrease from the prior fiscal
year. The biggest difference reflected on the Educational Service Center’s Statement of Net
Assets in relation to the prior fiscal year was related to current assets.

O General revenues accounted for $1,209,523 of total revenues. Program specific revenues in
the form of charges for services, operating grants, and contributions accounted for
$7,487,383 of total revenues of $8,696,906.

O The School District had $8,735,613 in expenses related to governmental activities;
$7,487,383 of these expenses were offset by program specific charges for services, grants,
and contributions. General revenues (primarily grants and entitlements) of $1,209,523 were
not adequate enough to provide for these programs.

Using the Basic Financial Statements

This annual report consists of a series of financial statements and notes to those statements. These
statements are organized so the reader can understand the South Central Ohio Educational Service
Center as a financial whole, an entire operating entity. The statements then proceed to provide an
increasingly detailed look at specific financial activities.

The Statement of Net Assets and the Statement of Activities provide information about the activities
of the whole Educational Service Center, presenting both an aggregate view of the Educational
Service Center’s finances and a longer-term view of those finances. Fund financial statements
provide the next level of detail. For governmental funds, these statements tell how services were
financed in the short-term as well as what remains for future spending. The fund financial
statements also look at the Educational Service Center’s major funds with all other nonmajor funds
presented in total in one column. The most significant fund for the South Central Ohio Educational
Service Center is the General Fund.



South Central Ohio Educational Service Center
Management’s Discussion and Analysis
For the Fiscal Year Ended June 30, 2010
Unaudited

Reporting the Educational Service Center as a Whole

One of the most important questions asked about the Educational Service Center is “How did we do
financially during fiscal year 2010?” The Statement of Net Assets and the Statement of Activities,
which appear first in the Educational Service Center’s financial statements, report information on the
Educational Service Center as a whole and its activities in a way that helps answer this question.
These statements include all assets and liabilities using the accrual basis of accounting, which is
similar to the accounting used by most private-sector companies. This basis of accounting takes into
account all of the current fiscal year’s revenues and expenses regardless of when cash is received or
paid.

These two statements report the Educational Service Center’s net assets and changes in those assets.
The change in net assets is important because it tells the reader that, for the Educational Service
Center as a whole, the financial position of the Educational Service Center has improved or
diminished. The causes of this change may be the result of many factors, some financial, some not.

In the Statement of Net Assets and the Statement of Activities, the Educational Service Center has
only one kind of activity:

O Governmental Activities — All of the Educational Service Center’s educational programs and
services are reported here including instruction and support services, which include
operation and maintenance of plant and pupil transportation.

Reporting the Educational Service Center’s Most Significant Funds
Fund Financial Statements

The analysis of the Educational Service Center’s major funds begins on page eight. Fund financial
statements provide detailed information about the Educational Service Center’s major funds. The
Educational Service Center uses many funds to account for a multitude of financial transactions.

However, these fund financial statements focus on the Educational Service Center’s most significant
funds.

Governmental Funds — Most of the Educational Service Center’s activities are reported in
governmental funds, which focus on how money flows into and out of those funds and the balances
left at fiscal year-end available for spending in future periods. These funds are reported using an
accounting method called modified accrual accounting, which measures cash and all other financial
assets that can readily be converted to cash. The governmental fund statements provide a detailed
short-term view of the Educational Service Center’s general government operations and the basic
services it provides. Governmental fund information helps determine whether there are more or
fewer financial resources that can be spent in the near future to finance educational programs. The
relationship (or difference) between governmental activities (reported in the Statement of Net Assets
and the Statements of Activities) and governmental funds is reconciled in the financial statements.



South Central Ohio Educational Service Center
Management’s Discussion and Analysis
For the Fiscal Year Ended June 30, 2010
Unaudited

Net Assets.

The Educational Service Center as a Whole

Fiduciary Funds — The Educational Service Center’s fiduciary funds are agency funds. All of the
Educational Service Center’s fiduciary activities are reported in a separate Statement of Fiduciary
We exclude these activities from the Educational Service Center’s other financial
statements because the Educational Service Center cannot use these assets to finance its operations.
Fiduciary funds use the accrual basis of accounting.

Recall that the Statement of Net Assets provides the perspective of the Educational Service Center as

a whole.

Table 1 provides a summary of the Educational Service Center’s net assets for fiscal years 2010 and

2009:
Table 1
Net Assets
Governmental Activities Increase
2010 2009 (Decrease)

Assets

Current Assets $1,755,011 $1,607,963 $147,048
Capital Assets, Net 150,582 290,705 (140,123)
Total Assets 1,905,593 1,898,668 6,925
Liabilities

Other Liabilities 894,225 826,073 68,152
Long-Term Liabilities 375,184 397,704 (22,520)
Total Liabilities 1,269,409 1,223,777 45,632
Net Assets

Invested in Capital Assets, Net of Related Debt 108,276 205,605 (97,329)
Restricted 221,852 300,544 (78,692)
Unrestricted 306,056 168,742 137,314
Total Net Assets $636,184 $674,891 ($38,707)




South Central Ohio Educational Service Center
Management’s Discussion and Analysis
For the Fiscal Year Ended June 30, 2010
Unaudited

Total assets increased $6,925 when compared to the prior fiscal year. A significant increase of
$224,217 occurred within equity in pooled cash and cash equivalents as a result of the Educational
Service Center providing additional professional development services to local school districts, as
well as providing occupational therapy services to Wellston City School District. While charging
local school districts for such services, the Educational Service Center would have incurred minimal
expenses relating to the additional services because it already employs individuals who are
providing the services. Intergovernmental receivable decreased significantly from the prior fiscal
year as a result of the completion of a grant award from fiscal year 2009. This grant was not
awarded in fiscal year 2010.

Capital Assets, Net decreased $140,123 as a result of depreciation and the disposal of various
equipment. In the prior fiscal year, the equipment was the property of the Educational Service
Center. However, during fiscal year 2010, the Educational Service Center was granted approval to
transfer ownership of the equipment to the local school districts it services because that is where the
equipment is actually maintained.

Total liabilities increased $45,632. A significant increase of $35,445 occurred within accrued wages
and benefits payable from the prior fiscal year. This was the result of the Educational Service
Center experiencing a significant increase in health insurance premiums during fiscal year 2010.
The decrease in long-term liabilities is the result of annual lease payments.

Invested in capital assets, net of related debt of governmental activities decreased $97,329. This is
due primarily to the disposal of equipment as mentioned above.

Restricted net assets, when viewed alone, experienced a decrease of $78,692 when compared to the
prior fiscal year. This is primarily due to the Educational Service Center utilizing prior fiscal year
carryover expenditures relating to grant programs continuing into fiscal year 2010, but not funded in
the current fiscal year.

Unrestricted net assets had an increase of $137,314 as a result of the Educational Service Center
receiving a greater amount of monies for services to clients but not incurring additional costs for
such services.



South Central Ohio Educational Service Center
Management’s Discussion and Analysis
For the Fiscal Year Ended June 30, 2010
Unaudited

Table 2 shows the changes in net assets for fiscal years 2010 and 2009.

Table 2
Change in Net Assets
Governmental Activities Increase/
2010 2009 (Decrease)

Revenues
Program Revenues:

Charges for Services $6,235,149 $6,249,952 ($14,803)

Operating Grants and Contributions 1,252,234 1,625,161 (372,927)
Total Program Revenues 7,487,383 7,875,113 (387,730)
General Revenues:

Grants and Entitlements not

Restricted to Specific Programs 1,191,358 1,181,532 9,826
Contributions and Donations not
Restricted to Specific Programs 0 250 (250)

Investment Earnings 15,137 3,759 11,378

Miscellaneous 3,028 1,251 1,777
Total General Revenues 1,209,523 1,186,792 22,731
Total Revenues 8,696,906 9,061,905 (364,999)
Program Expenses
Instruction:

Regular 550,342 693,042 (142,700)

Special 3,633,645 3,595,410 38,235

Adult/Continuing 197,756 53,878 143,878
Support Services:

Pupils 1,860,958 1,739,561 121,397

Instructional Staff 1,183,141 1,178,944 4,197

Board of Education 26,786 33,886 (7,100)

Administration 690,291 767,353 (77,062)

Fiscal 243,119 248,209 (5,090)

Operation and Maintenance of Plant 129,476 132,449 (2,973)

Pupil Transportation 17,950 21,698 (3,748)

Central 196,553 172,207 24,346
Interest and Fiscal Charges 5,596 8,335 (2,739)
Total Expenses 8,735,613 8,644,972 90,641
Change in Net Assets (38,707) 416,933 (455,640)
Net Assets at Beginning of Year 674,891 257,958 416,933
Net Assets at End of Year $636,184 $674,891 ($38,707)




South Central Ohio Educational Service Center
Management’s Discussion and Analysis
For the Fiscal Year Ended June 30, 2010
Unaudited

Program revenues, which are primarily represented by charges for tuition and fees, as well as
restricted intergovernmental revenues, were $7,487,383 of total revenues for fiscal year 2010 and
were less than fiscal year 2009. This decrease is primarily due to the Educational Service Center
receiving a grant during fiscal year 2009 for which all revenue was recognized during that fiscal year
and not receiving such funding during fiscal year 2010.

As stated previously, general revenues represent $1,209,523 of the Educational Service Center’s
total revenues, and of this amount, $1,191,358 consists of grants and entitlements not restricted to
specific programs. Other revenue sources, such as investment earnings, are insignificant and are
somewhat unpredictable revenue sources.

As should be expected, the major program expense for governmental activities is instruction, which
accounts for $4,381,743 of all governmental expenses of $8,735,613. Other programs which support
the instruction process, including pupils, instructional staff, and pupil transportation account for
$3,062,049 of governmental expenses. Adult/continuing instruction and support services-pupils of
the Educational Service Center demonstrated significant increases from the prior fiscal year of
$143,878 and $121,397, respectively. Adult/continuing instruction increased primarily as a result of
the Educational Service Center receiving and expensing a larger amount of grant monies related to
its Adult Basic Literacy Education program. Expenses for support services-pupils increased as a
result of a significant increase in health insurance benefits in fiscal year 2010 compared to the prior
fiscal year. Other expense programs were affected by the increase in health insurance benefits but
were offset by additional decreases which resulted in insignificant changes when compared to the
prior fiscal year. Regular instruction of the Educational Service Center demonstrated a significant
decrease of $142,700 as a result of the Oak Hill TANF/After School Program and the Wellston
TANF/After School Program grant monies being utilized in the prior fiscal year, but such monies
were not awarded to the Educational Service Center during fiscal year 2010.

The Educational Service Center’s Funds

Information about the Educational Service Center’s most significant funds starts on page 13.
Governmental funds are accounted for using the modified accrual basis of accounting. All
governmental funds had total revenues of $8,785,822 and expenditures of $8,612,289. The net
change in fund balance for the fiscal year was most significant in the General Fund, an increase of
$142,075. This was primarily due to the Educational Service Center providing additional
professional development services to local school districts. While charging local school districts for
such services, the Educational Service Center would have incurred minimal expenses relating to the
additional services because it already employs individuals who are providing the services.
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Management’s Discussion and Analysis
For the Fiscal Year Ended June 30, 2010
Unaudited

Capital Assets and Debt Administration
Capital Assets

At the end of fiscal year 2010, the Educational Service Center had $150,582 invested in capital
assets (net of accumulated depreciation), a decrease of $140,123. Additions to capital assets
included miscellaneous equipment. Disposals of capital assets included various equipment,
computers and computer related purchases. For further information regarding the Educational
Service Center’s capital assets, refer to Note 7 to the basic financial statements.

Debt

At June 30, 2010, the Educational Service Center had outstanding long-term obligations for capital
leases for copier equipment and a telephone system in the amount of $42,306, and for compensated
absences. For further information regarding the Educational Service Center’s long-term obligations,
refer to Notes 12 and 13 to the basic financial statements.

Current Issues

The South Central Ohio Educational Service Center relies heavily on contracts with client school
districts within the three county area in which it serves. In addition, State foundation per pupil
funding and State and federal grants also provide significant sources of revenue to the Educational
Service Center.

A major challenge facing educational service centers statewide is the level of funding by the Ohio
Department of Education. Since 1997, the Educational Service Center’s State per pupil funding has
never increased. In fact, the Educational Service Center’s State funding has been cut by 10 percent
in each fiscal year since 2008. The future is most uncertain with regards to this funding. It has been
reduced so much now that it does not cover the most basic of services. As a result, the Educational
Service Center has been forced to look elsewhere for sources of revenue just to maintain the status
quo.

Each decision made by the Educational Service Center is made with its client school districts in
mind. The existence of the Educational Service Center depends on providing quality services that its
clients need at a cost that is fair and reasonable. Because the use of the Educational Service Center’s
services is not mandated, it is imperative that the Educational Service Center continue to maintain a
strong relationship with each of its clients and continue to look for ways to improve and expand its
services into areas that will help its clients educate the children of their school district.



South Central Ohio Educational Service Center
Management’s Discussion and Analysis
For the Fiscal Year Ended June 30, 2010
Unaudited

Contacting the Educational Service Center’s Financial Management

This financial report is designed to provide our citizens, taxpayers, investors and creditors with a
general overview of the Educational Service Center’s finances and to show the Educational Service
Center’s accountability for the money it receives. If you have any questions about this report or
need additional information, contact Andrew T. Riehl, Treasurer, South Central Ohio Educational
Service Center, 411 Court Street, Room 105, Portsmouth, Ohio 45662, or by calling 740-354-7761.
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South Central Ohio Educational Service Center

Statement of Net Assets

June 30, 2010

Assets:

Equity in Pooled Cash and Cash Equivalents
Accounts Receivable

Accrued Interest Receivable
Intergovernmental Receivable

Depreciable Capital Assets, Net

Total Assets

Liabilities:
Accounts Payable
Accrued Wages and Benefits Payable
Intergovernmental Payable
Matured Compensated Absences Payable
Long-Term Liabilities:

Due Within One Year

Due in More Than One Year

Total Liabilities

Net Assets:

Invested in Capital Assets, Net of Related Debt
Restricted for Alternative In School Program
Restricted for Adult Basic Literacy Education
Restricted for Even Start

Restricted for Wellston TANF Program
Restricted for Other Purposes

Unrestricted

Total Net Assets

See accompanying notes to the basic financial statements
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Governmental
Activities

$1,466,547
10,382

830
277,252
150,582

1,905,593

36,544
724,801
132,291

589

137,642
237,542

1,269,409

108,276
25,611
16,244
71,586
86,106
22,305

306,056

$636,184




Governmental Activities:
Instruction:
Regular
Special
Adult/Continuing
Support Services:
Pupils
Instructional Staff
Board of Education
Administration
Fiscal
Operation and Maintenance of Plant
Pupil Transportation
Central
Interest and Fiscal Charges

Total Governmental Activities

South Central Ohio Educational Service Center
Statement of Activities
For the Fiscal Year Ended June 30, 2010

Program Revenues

Net (Expense)
Revenue and Changes
in Net Assets

Charges Operating Grants Governmental
Expenses for Services and Contributions Activities
$550,342 $300,413 $198,086 ($51,843)
3,633,645 2,810,608 346,571 (476,466)
197,756 13,057 206,181 21,482
1,860,958 1,688,743 76,135 (96,080)
1,183,141 1,306,372 300,744 423,975
26,786 0 0 (26,786)
690,291 77,023 38,945 (574,323)
243,119 0 45,003 (198,116)
129,476 0 21,651 (107,825)
17,950 0 13,854 (4,096)
196,553 38,933 5,064 (152,556)
5,596 0 0 (5,596)
$8,735,613 $6,235,149 $1,252,234 (1,248,230)
General Revenues:

Grants and Entitlements not
Restricted to Specific Programs 1,191,358
Investment Earnings 15,137
Miscellaneous 3,028
Total General Revenues 1,209,523
Change in Net Assets (38,707)
Net Assets at Beginning of Year 674,891
Net Assets at End of Year $636,184

See accompanying notes to the basic financial statements
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South Central Ohio Educational Service Center

Assets:

Equity in Pooled Cash and Cash Equivalents

Receivables:
Accounts
Intergovernmental
Accrued Interest
Interfund

Total Assets

Liabilities and Fund Balances:
Liabilities:

Accounts Payable

Accrued Wages and Benefits Payable
Intergovernmental Payable

Interfund Payable

Matured Compensated Absences Payable
Deferred Revenue

Total Liabilities

Fund Balances:
Reserved for Encumbrances
Unreserved, Undesignated, Reported in:
General Fund
Special Revenue Funds

Total Fund Balances

Total Liabilities and Fund Balances

Balance Sheet

Governmental Funds

June 30, 2010

Other Total
Governmental ~ Governmental

General Funds Funds
$1,307,858 $158,689 $1,466,547
10,382 0 10,382
81,215 196,037 277,252
830 0 830
8,559 0 8,559
$1,408,844 $354,726 $1,763,570
$34,957 $1,587 $36,544
641,816 82,985 724,801
111,576 20,715 132,291
0 8,559 8,559
589 0 589
786 49,136 49,922
789,724 162,982 952,706
68,233 51,636 119,869
550,887 0 550,887
0 140,108 140,108
619,120 191,744 810,864
$1,408,844 $354,726 $1,763,570

See accompanying notes to the basic financial statements
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South Central Ohio Educational Service Center
Reconciliation of Total Governmental Fund Balances to

Net Assets of Governmental Activities
June 30, 2010

Total Governmental Fund Balances

Amounts reported for governmental activities in the
Statement of Net Assets are different because:

Capital assets used in governmental activities are not financial resources and
therefore are not reported in the funds. These assets consist of:
Capital assets
Accumulated depreciation
Total capital assets

Some of the Educational Service Center's revenues will be collected after
fiscal year-end, but are not available soon enough to pay for the current
period's expenditures and therefore are deferred in the funds.

Intergovernmental
Accrued Interest

Some liabilities are not due and payable in the current period and therefore are
not reported in the funds. Those liabilities consist of;
Capital leases
Compensated absences
Total liabilities

Net Assets of Governmental Activities

See accompanying notes to the basic financial statements
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$810,864
1,225,691

(1,075,109)
150,582

49,136

786
49,922

(42,306)

(332,878)
(375,184)
$636,184



Revenues:
Intergovernmental
Investment Earnings

Tuition and Fees

Customer Sales and Service
Contributions and Donations
Miscellaneous

Total Revenues

Expenditures:
Current:

Instruction:
Regular
Special
Adult/Continuing
Support Services:
Pupils
Instructional Staff
Board of Education
Administration
Fiscal

South Central Ohio Educational Service Center
Statement of Revenues, Expenditures and Changes in Fund Balances
Governmental Funds

For the Fiscal Year Ended June 30, 2010

Operation and Maintenance of Plant

Pupil Transportation
Central
Debt Service:
Principal Retirement
Interest and Fiscal Charges

Total Expenditures

Net Change in Fund Balances

Fund Balances at Beginning of Year

Fund Balances at End of Year

See accompanying notes to the basic financial statements
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Other Total
Governmental ~ Governmental

General Funds Funds
$1,221,358 $1,285,573 $2,506,931
14,351 0 14,351
5,162,827 19,637 5,182,464
1,049,947 2,738 1,052,685
26,363 0 26,363
3,028 0 3,028
7,477,874 1,307,948 8,785,822
366,361 184,859 551,220
3,261,944 349,259 3,611,203
15,121 175,920 191,041
1,773,929 76,521 1,850,450
733,548 358,525 1,092,073
26,786 0 26,786
648,372 37,260 685,632
196,063 47,543 243,606
106,648 22,535 129,183
1,294 16,656 17,950
159,469 5,286 164,755
40,974 1,820 42,794
5,290 306 5,596
7,335,799 1,276,490 8,612,289
142,075 31,458 173,533
477,045 160,286 637,331
$619,120 $191,744 $810,864




South Central Ohio Educational Service Center
Reconciliation of the Statement of Revenues, Expenditures
and Changes in Fund Balances of Governmental Funds
to the Statement of Activities
For the Fiscal Year Ended June 30, 2010

Net Change in Fund Balances - Total Governmental Funds $173,533

Amounts reported for governmental activities in the
Statement of Activities are different because:

Capital outlays are reported as expenditures in governmental funds. However,
in the Statement of Activities, the cost of capital assets is allocated over their
estimated useful lives as depreciation expense. In the current period, these
amounts are:

Capital assets additions 16,615
Depreciation expense (89,700)
Excess of capital outlay over depreciation expense (73,085)

The proceeds from the sale of capital assets are reported as revenue in the
governmental funds. However, the cost of capital assets are removed from
the capital assets account in the Statement of Net Assets and offset against the
proceeds from the sale of capital assets resulting in a loss on the sale of capital assets
in the Statement of Activities.
Loss on disposal of capital assets (67,038)

Because some revenues will not be collected for several months after the Educational
Service Center's fiscal year ends, they are not considered "available™ revenues and are
deferred in the governmental funds.

Intergovernmental (89,702)
Interest 786
(88,916)
Repayment of long-term debt is reported as an expenditure in governmental
funds, but the repayment reduces long-term liabilities in the Statement of Net
Assets. In the current fiscal year, these amounts consist of:
Capital lease payments 42,794
Some items reported in the Statement of Activities do not require the use of
current financial resources and therefore are not reported as expenditures in
governmental funds. These activities consist of:
Grants cancelled (5,721)
Increase in compensated absences payable (20,274)
(25,995)
Change in Net Assets of Governmental Activities ($38,707)

See accompanying notes to the basic financial statements
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South Central Ohio Educational Service Center
Statement of Fiduciary Net Assets
Fiduciary Funds
June 30, 2010

Agency
Assets:
Equity in Pooled Cash and Cash Equivalents $1,349,374
Investments in Segregated Accounts 4,455,191
Receivables:

Accrued Interest 20,688
Total Assets $5,825,253
Liabilities:

Undistributed Monies $5,825,253

See accompanying notes to the basic financial statements
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South Central Ohio Educational Service Center
Notes to the Basic Financial Statements
For the Fiscal Year Ended June 30, 2010

NOTE 1 - DESCRIPTION OF THE EDUCATIONAL SERVICE CENTER AND
REPORTING ENTITY

The South Central Ohio Educational Service Center (the “Educational Service Center”) is located in
Portsmouth, Ohio, the county seat of Scioto County. The Educational Service Center supplies
supervisory, special education, administrative, and other services to the Oak Hill, Bloom-Vernon,
Clay, Green, Minford, New Boston, Northwest, Valley, Washington-Nile, Wheelersburg, and
Manchester Local School Districts, as well as the Scioto County Joint Vocational School District.
The Portsmouth City School District is served on a limited basis in the area of handicapped students.
The Educational Service Center furnishes leadership and consulting services designed to strengthen
the school districts in areas they are unable to finance or staff independently.

The South Central Ohio Educational Service Center operates under a locally-elected Board form of
government consisting of seven members elected at-large for staggered four year terms. The
Educational Service Center has 51 classified, 83 certified, and two administrative personnel that
provide services to the local, city, and joint vocational school districts.

Reporting Entity

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

Component units are legally separate organizations for which the Educational Service Center is
financially accountable. The Educational Service Center is financially accountable for an
organization if the Educational Service Center appoints a voting majority of the organization’s
governing board and (1) the Educational 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 to or can otherwise access the organization’s resources; the Educational
Service Center is legally obligated or has otherwise assumed the responsibility to finance the deficits
of, or provide financial support to, the organization; or the Educational Service Center is obligated
for the debt of the organization. Component units may also include organizations that are fiscally
dependent on the Educational Service Center in that the Educational Service Center approves the
budget, the issuance of debt, or the levying of taxes. The Educational Service Center has no
component units.
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South Central Ohio Educational Service Center
Notes to the Basic Financial Statements
For the Fiscal Year Ended June 30, 2010

NOTE 1 - DESCRIPTION OF THE EDUCATIONAL SERVICE CENTER AND
REPORTING ENTITY (continued)

The Educational Service Center participates in five organizations, three of which are defined as
jointly governed organizations, one as a public entity shared risk pool, and one as a related
organization. Information about these organizations is presented in Note 14 to the basic financial
statements. These organizations are:

Jointly Governed Organizations:
South Central Ohio Computer Association
Family and Children First Council of Scioto County
Coalition of Rural and Appalachian Schools

Public Entity Shared Risk Pool:
Scioto County Schools Council

Related Organization:
Scioto County Career Technical Center

The Educational Service Center serves as fiscal agent for the Family and Children First Council of
Scioto County and the Scioto County Schools Council. The Family and Children First Council
provides services to disadvantaged school age children and the Scioto County Schools Council
administers programs of health and dental insurance for the benefit of its members’ employees and
their dependents to obtain lower costs of health and dental coverage. These organizations are
presented as agency funds within the Educational Service Center’s financial statements.

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements of the Educational Service Center have been prepared in conformity with
generally accepted accounting principles (GAAP) as applied to governmental units. The
Governmental Accounting Standards Board (GASB) is the accepted standard-setting body for
establishing governmental accounting and financial reporting principles. The Educational Service
Center also applies Financial Accounting Standards Board (FASB) Statements and Interpretations
issued on or before November 30, 1989, to its governmental activities provided they do not conflict
with or contradict GASB pronouncements. The more significant of the Educational Service Center’s
accounting policies are described below.

Basis of Presentation

The Educational Service Center’s basic financial statements consist of government-wide statements,
including a Statement of Net Assets and a Statement of Activities, and fund financial statements
which provide a more detailed level of financial information.
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South Central Ohio Educational Service Center
Notes to the Basic Financial Statements
For the Fiscal Year Ended June 30, 2010

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Government-wide Financial Statements

The Statement of Net Assets and the Statement of Activities display information about the
Educational Service Center as a whole. These statements include the financial activities of the
Educational Service Center, except for fiduciary funds. The government-wide financial statements
usually distinguish between those activities that are governmental and those that are considered
business-type activities. The Educational Service Center, however, has no activities which are
reported as business-type.

The Statement of Net Assets presents the financial condition of the governmental activities of the
Educational Service Center at fiscal year-end. The Statement of Activities presents a comparison
between direct expenses and program revenues for each program or function of the Educational
Service Center’s governmental activities. Direct expenses are those that are specifically associated
with a service, program or department and are therefore clearly identifiable to a particular function.
Program revenues include charges paid by the recipient of the goods or services offered by the
program, and grants and contributions that are restricted to meeting the operational or capital
requirements of a particular program. Revenues which are not classified as program revenues are
presented as general revenues of the Educational Service Center, with certain limited exceptions.
The comparison of direct expenses with program revenues identifies the extent to which each
governmental function is self-financing or draws from the general revenues of the Educational
Service Center.

Fund Financial Statements

During the fiscal year, the Educational Service Center segregates transactions related to certain
Educational Service Center functions or activities in separate funds in order to aid financial
management and to demonstrate legal compliance. Fund financial statements are designed to present
financial information of the Educational Service Center at this more detailed level. The focus of
governmental fund financial statements is on major funds, rather than reporting by type. Each major
fund is presented in a separate column. Nonmajor funds are aggregated and presented in a single
column. Fiduciary funds are reported by type.

Fund Accounting

The Educational Service Center uses funds to maintain its financial records during the fiscal year. A
fund is defined as a fiscal and accounting entity with a self-balancing set of accounts. The funds of
the Educational Service Center fall within two categories: governmental and fiduciary.
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South Central Ohio Educational Service Center
Notes to the Basic Financial Statements
For the Fiscal Year Ended June 30, 2010

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Governmental Funds

Governmental funds are those through which most governmental functions of the Educational
Service Center are financed. Governmental fund reporting focuses on the sources, uses and balances
of current financial resources. Expendable assets are assigned to the various governmental funds
according to the purposes for which they may or must be used. Current liabilities are assigned to the
fund from which they will be paid. The difference between governmental fund assets and liabilities
is reported as fund balance.

The following is the Educational Service Center’s major governmental fund:

General 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 to the Educational Service Center for
any purpose provided it is expended or transferred according to the general laws of Ohio.

The other governmental funds of the Educational Service Center account for grants and other
resources of the Educational Service Center whose use is restricted to a particular purpose.

Fiduciary Funds

Fiduciary fund reporting focuses on net assets and changes in net assets. The fiduciary fund
category is split into four classifications: pension trust funds, investment trust funds, private purpose
trust funds and agency funds. Trust funds are used to account for assets held by the Educational
Service Center under a trust agreement for individuals, private organizations, or other governments
and are therefore not available to support the Educational Service Center’s own programs. Agency
funds are custodial in nature (assets equal liabilities) and do not involve measurement of results of
operations. The Educational Service Center’s only fiduciary funds are agency funds used to account
for the Family and Children First Council of Scioto County and the Scioto County Schools Council.

Measurement Focus

Government-wide Financial Statements

The government-wide financial statements are prepared using the economic resources measurement
focus. All assets and liabilities associated with the operation of the Educational Service Center are
included on the Statement of Net Assets. The Statement of Activities presents increases (e.g.,
revenues) and decreases (e.g., expenses) in total net assets.

22



South Central Ohio Educational Service Center
Notes to the Basic Financial Statements
For the Fiscal Year Ended June 30, 2010

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Fund Financial Statements

All governmental funds are accounted for using a flow of current financial resources measurement
focus. With this measurement focus, only current assets and current liabilities generally are included
on the Balance Sheet. The Statement of Revenues, Expenditures and Changes in Fund Balances
reports on the sources (i.e., revenues and other financing sources) and uses (i.e., expenditures and
other financing uses) of current financial resources. This approach differs from the manner in which
the governmental activities of the government-wide financial statements are prepared.
Governmental fund financial statements therefore include a reconciliation with brief explanations to
better identify the relationship between the government-wide statements and the statements for
governmental funds.

Basis of Accounting

Basis of accounting determines when transactions are recorded in the financial records and reported
on the financial statements. Government-wide and fiduciary fund financial statements are prepared
using the accrual basis of accounting. Governmental funds use the modified accrual basis of
accounting. Differences in the accrual and the modified accrual basis of accounting arise in the
recognition of revenue, the recording of deferred revenue, and in the presentation of expenses versus
expenditures.

Revenues - Exchange and Non-exchange Transactions

Revenue resulting from exchange transactions, in which each party gives and receives essentially
equal value, is recorded on the accrual basis when the exchange takes place. On a modified accrual
basis, revenue is recorded in the fiscal year in which the resources are measurable and become
available. “Measurable” means that the amount of the transaction can be determined, and
“available” means that the resources are collectible within the current fiscal year, or are expected to
be collected soon enough thereafter to be used to pay liabilities of the current fiscal year. For the
Educational Service Center, available means expected to be received within 60 days of fiscal year-
end.

Non-exchange transactions, in which the Educational Service Center receives value without directly
giving equal value in return, include grants, entitlements and donations. Revenue from grants,
entitlements and donations is recognized in the fiscal year in which all eligibility requirements have
been satisfied. Eligibility requirements include timing requirements, which specify the fiscal year
when the resources are required to be used or the fiscal year when use is first permitted; matching
requirements, in which the Educational Service Center must provide local resources to be used for a
specified purpose; and expenditure requirements, in which the resources are provided to the
Educational Service Center on a reimbursement basis. On a modified accrual basis, revenue from
non-exchange transactions must also be available before it can be recognized.
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South Central Ohio Educational Service Center
Notes to the Basic Financial Statements
For the Fiscal Year Ended June 30, 2010

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Under the modified accrual basis, the following revenue sources are considered to be both
measurable and available at fiscal year-end: tuition and fees, customer sales, grants and accrued
interest.

Deferred Revenue

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

Grants and entitlements received before the eligibility requirements are met are recorded as deferred
revenue.

On governmental fund financial statements, receivables that will not be collected within the
available period have also been reported as deferred revenue.

Expenses/Expenditures

On the accrual basis of accounting, expenses are recognized at the time they are incurred.

The measurement focus of governmental fund accounting is on decreases in net financial resources
(expenditures) rather than expenses. Expenditures are generall