MAHONING COUNTY
EDUCATIONAL SERVICE CENTER
MAHONING COUNTY, OHIO

GENERAL PURPOSE FINANCIAL STATEMENTS
(AUDITED)
FOR THE FISCAL YEAR ENDED
JUNE 30, 2001

CINDY LENGYEL, TREASURER






STATE OF OHIO 88 East Broad Street

Columbus, Ohio 43215
OFFICE OF THE AUDITOR
Telephone 614-466-4514
JiM PETRO, AUDITOR OF STATE 800-282-0370

Facsimile 614-728-7398
www.auditor.state.oh.us

Governing Board

Mahoning County Educationa Service Center
100 Debartolo Place, Suite 105

Y oungstown, Ohio 44512

We have reviewed the Independent Auditor’s Report of the Mahoning County Educational
Service Center, Mahoning County, prepared by Trimble, Julian & Grube, Inc. for the audit
period July 1, 2000 through June 30, 2001. Based upon this review, we have accepted these
reportsin 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 legidlative criteria, as reflected by
the Ohio Constitution, and the Revised Code, policies, procedures and guidelines of the Auditor
of State, regulations and grant requirements. The Mahoning County Educational Service Center
is responsible for compliance with these laws and regulations.

JM PETRO
Auditor of State

December 21, 2001



This Page is Intentionally Left Blank.



MAHONING COUNTY EDUCATIONAL SERVICE CENTER
MAHONING COUNTY, OHIO

TABLE OF CONTENTS

Independent AUditor' SREPOIT ... ... i
Combined Balance Sheet - All Fund Typesand Account Groups . . .. ... vi e enn .

Combined Statement of Revenues, Expenditures and Changes in Fund Balances -
All Governmental FUND TYPES . . . .ot

Combined Statement of Revenues, Expenditures and Changes in Fund Balances -
Budget and Actual (Non-GAAP Budgetary Basis) - All Governmental Fund Types ..

Notes to the General Purpose Financial Statements ................. ... ... ......

Supplemental Data
Schedule of Expendituresof Federal Awards ............. ... ... ...,

Report on Compliance and on Internal Control Over
Financial Reporting Based on an Audit of Financial Statements
Performed in Accordance With Government Auditing Sandards . . ...............

Report on Compliance With Requirements Applicable
to Its Mgjor Federal Program and on Internal Control Over
Compliance in Accordance With OMB Circular A-133 ......... ... ... ... .....

Schedule of FindingsOMB Circular A-1338.505 .. ...



This Page is Intentionally Left Blank.



TRIMBLE, JULIAN & GRUBE, INC.

“SERVING OHIO LOCAL GOVERNMENTS”

1445 Worthington Woods Boulevard Telephone 614.846.1899
Suite B Facsimile 614.846.2799
Worthington, Ohio 43085

Independent Auditor’s Report

Governing Board

Mahoning County Educationa Service Center
100 Debartolo Place, Suite 105

Y oungstown, OH 44512

We have audited the accompanying general purpose financial statements of the Mahoning County
Educational Service Center (the“ESC”), Mahoning County, asof and for thefiscal year ended June
30, 2001, as listed in the table of contents. These general purpose financial statements are the
responsibility of the ESC’ smanagement. Our responsibility isto expressan opiniononthesegeneral
purpose financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United
Statesof Americaand the standardsapplicabletofinancia auditscontained in Government Auditing
Standardsissued by the Comptroller General of the United States. Those standards require that we
plan and perform the audit to obtain reasonable assurance about whether the general purpose
financial statementsare free of material misstatement. An audit includes examining, on atest basis,
evidence supporting the amounts and disclosures in the general purpose financial statements. An
audit also includes ng the accounting principles used and the significant estimates made by
management, aswell asevaluating the overall general purposefinancial statement presentation. We
believe that our audit provides a reasonable basis for our opinion.

As disclosed in Note 3 to the general purpose financial statements, the ESC implemented
Governmental Accounting Standards Board (GASB) Statement No. 33 Accounting and Financial
Reporting for Nonexchange Transactions for the year ended June 30, 2001.

In our opinion, the general purpose financial statements referred to above present fairly, in all
materia respects, the financial position of the Mahoning County Educational Service Center,
Mahoning County, as of June 30, 2001, and the results of its operations for the year then ended in
conformity with accounting principles generally accepted in the United States of America.

In accordance with Gover nment Auditing Standar ds, we have al so i ssued our report dated November
16, 2001, on our consideration of the ESC’ sinternal control over financial reporting and our tests
of its compliance with certain provisions of laws, regulations, contracts and grants. That report is
an integral part of an audit performed in accordance with Government Auditing Standards and
should be read in conjunction with this report in considering the results of our audit.



Mahoning County Educationa Service Center
Independent Auditor’s Report
Page Two

Our audit was performed for the purpose of forming an opinion on the general purpose financial
statements of the ESC, taken as awhole. The accompanying schedule of expenditures of federal
awardsis presented for purposes of additional analysis asrequired by U. S. Office of Management
and Budget Circular A-133, Audits of Sates, Local Governments, and Non-Profit Organizations,
and is not arequired part of the general purpose financial statements. Such information has been
subjected to the auditing procedures applied in the audit of the general purpose financial statements
and, in our opinion, is fairly stated, in all material respects, in relation to the general purpose
financial statements taken asawhole.

Trimble, Julian & Grube, Inc.
November 16, 2001
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MAHONING EDUCATIONAL SERVICE CENTER
MAHONING COUNTY, OHIO
COMBINED STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCES
ALL GOVERNMENTAL FUND TYPES
FOR THE FISCAL YEAR ENDED JUNE 30, 2001

Governmental Fund Types

Tota
Special Capita (Memorandum
General Revenue Projects Only)
Revenues:
From local sources:
Tuition. . . .. ... $3,010,241 $3,010,241
Earningsoninvestments. . . . ... ... 369,614 369,614
Customer services. . . . . .. ... ... 453,068 453,068
Giftsanddonations . . . . .. ...... 3,650 3,650
Other local revenues. . . . .. ... ... 1,390 $7,883 9,273
Otherrevenue. . . . ... ... ...... 176,445 176,445
Intergovernmental - State. . . . . . . . .. 2,526,297 3,544,102 $75,200 6,145,599
Intergovernmental - Federal . . . . . . .. 181,135 697,319 878,454
Total revenues. . . . . . ... ... .. 6,545,395 4,425,749 75,200 11,046,344
Expenditures:
Current:
Instruction:
Regular. . .. .............. 587,943 184,763 772,706
Special . ... 1,910,987 488,969 2,399,956
Vocational . . . ... ... ... 53,150 53,150
Support services:
Pupil . .. ... 1,664,471 1,045,831 2,710,302
Instructional staff. . . . ... ... ... 1,390,126 1,668,036 138,071 3,196,233
Board of Education . . . ... ... .. 23,054 23,054
Administration. . . .. ... ... ... 90,738 266,263 357,001
Fiscal . . ....... ... ..... 205,614 29,875 235,489
Business . . . ... 153,131 13,161 166,292
Operations and maintenance . . . . . . . 32,537 162,888 195,425
Pupil transportation . . . . .. ... .. 556,913 556,913
Central . . ... ............. 114,995 33,305 148,300
Community services. . . . . . ... ... 125,068 125,068
Total expenditures. . . . .. ... ... 6,226,746 4,575,072 138,071 10,939,889
Excess of revenues over (under)

expenditures. . . . ... ... 318,649 (149,323) (62,871) 106,455
Other financing sources:

Proceeds from sale of fixed assets. . . 134 134
Total other financing sources . . . . . . 134 134
Excess of revenues and other financing

sources over (under) expenditures . . . 318,783 (149,323) (62,871) 106,589

Fund balances, July 1 (restated) . . . . . . . 1,380,873 644,827 144,016 2,169,716
Increase in reservefor inventory . . . . . . . 1,710 1,710
Fund balances, June30. . . . . . ... ... $1,701,366 $495,504 $81,145 $2,278,015

THE NOTES TO THE GENERAL PURPOSE FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THISSTATEMENT.
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MAHONING COUNTY EDUCATIONAL SERVICE CENTER
MAHONING COUNTY, OHIO

NOTES TO THE GENERAL PURPOSE FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2001

NOTE 1- DESCRIPTION OF THE EDUCATIONAL SERVICE CENTER

On July 18, 1914, the Mahoning County Governing Board was formed. In 1996 the
Governing Board, as required by state law, underwent a name change to the Mahoning
County Educational Service Center (the “ESC”). The ESC provides administrative,
curricular, instructional, pupil personnel, and professional staff devel opment servicestolocal
school districts. Direct instructional programs are provided to preschool students and their
families.

The ESC operatesunder alocally-el ected five-member Governing Board form of government
and provideseducational servicesasmandated by state and federal agencies. The Governing
Board oversees the ESC's operation and its staff of 108 certificated and 59 non-certificated
personnel. Staff members support the educational efforts of 11 local school districts and
their 23,500 students.

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements of the ESC have been prepared in conformity with accounting
principles generally accepted in the United States of America (GAAP) as applied to
governmental units. The Governmental Accounting StandardsBoard (GA SB) istheaccepted
standard-setting body for establishing governmental accounting and financia reporting
principles. The more significant of the ESC's accounting policies are described below.

A. Reporting Entity

Thereporting entity iscomprised of the primary government, component units, and other
organizationsthat are included to ensure that the financial statements of the ESC are not
misleading. The primary government consists of all funds, departments, boards, and
agencies that are not legally separate from the ESC. For the ESC, this is providing
necessary servicesto local school districts.



MAHONING COUNTY EDUCATIONAL SERVICE CENTER
MAHONING COUNTY, OHIO

NOTES TO THE GENERAL PURPOSE FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2001

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (Continued)

Component units are legally separate organizations for which the ESC is financially
accountable. TheESCisfinancially accountablefor an organization if the ESC appoints
a voting maority of the organization's governing board and (1) the ESC is able to
significantly influence the programs or services performed or provided by the
organization; or (2) the ESC is legdly entitled to or can otherwise access the
organization's resources; the ESC is legally obligated or has otherwise assumed the
responsibility to finance the deficitsof, or providefinancial support to, the organization;
or the ESC is obligated for the debt of the organization. Component units may also
include organizations that are fiscally dependent on the ESC in that the ESC approves
the budget, the issuance of debt or the levying of taxes. The ESC has no component
units. The ESC has entered into a contractual agreement with the Family and Children
First Council (the“Council™) of Mahoning County to serveasfiscal agent. Thefinancial
activity of the Council has been reported as an Agency Fund in the ESC’'s general
purpose financia statements.

The following organizations are described due to their relationship with the ESC.
JOINTLY GOVERNED ORGANIZATIONS

Area Cooperative Computerized Educational Service System (ACCESS)

The Area Cooperative Computerized Educational Service System isajointly governed
organization among 27 school districts. The jointly governed organization was formed
for the purpose of applying modern technology with the aid of computers and other
electronic equipment to administrative and instructional functions among member
districts. The nine-member board of directors consists of three treasurers and six
superintendents from participating school districts. The degree of control exercised by
any participating school district islimited to its representation on the board. Mahoning
County Educational Service Center is the fiscal agent for the network. The assembly
exercises total control over the operation of the consortium including budgeting,
appropriating, contracting, and designating management. All the consortium revenues
are generated from charges for services and State funding.




MAHONING COUNTY EDUCATIONAL SERVICE CENTER
MAHONING COUNTY, OHIO

NOTES TO THE GENERAL PURPOSE FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2001

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (Continued)

Northeast Ohio Special Education Regional Resource Center (NEOSERRC)
NEOSERRC is a specia education service center, which selects its own board, adopts
itsown budget, and receivesdirect Federal and State grantsfor itsoperation. Thejointly
governed organization was formed for the purpose of initiating, expanding and
improving special education programsand servicesfor childrenwith disabilitiesand their
parents. NEOSERRC is governed by a governing board of 39 members made up of
representatives from 35 superintendents of the participating districts, one non-public
school, one county board of mental retardation and two parentswhoseterm rotatesevery
year. Thedegree of control exercised by any participating school districtislimited toits
representation on the board. The ESC serves as fiscal agent for NEOSERRC, whichis
accounted for in an agency fund.

RELATED ORGANIZATION

Mahoning County Career and Technical Center

The Mahoning County Career and Technical Center isajoint vocational school district
as defined by Section 3311.18 of the Ohio Revised Code. The five members of the
Governing Board of the ESC are al so members of the Governing Board of the Mahoning
County Career and Technical Center, which includes two other members. The
Governing Board of the ESC cannot directly imposetheir will on the Mahoning County
Career and Technical Center.

PUBLIC ENTITY RISK POOLS

Ohio School Boards Association Workers Compensation Group Rating Plan

The ESC participates in the Ohio School Boards Association (OSBA) Workers
Compensation Group Rating Program (GRP), an insurance purchasing pool. The GRP
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 OSBA. The
Executive Director of the OSBA, or hisdesignee, serves as coordinator of the program.
Each year, the participating members pay an enrollment fee to the GRP to cover the cost
of administering the program.




MAHONING COUNTY EDUCATIONAL SERVICE CENTER
MAHONING COUNTY, OHIO

NOTES TO THE GENERAL PURPOSE FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2001

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (Continued)

Mahoning County Insurance Consortium

The Mahoning County Insurance Consortium is a shared risk pool comprised of 13
Mahoning County school districts. The consortium is governed by an assembly, which
consists of one representative from each participating school district (usually the
superintendent or designee). The assembly elects officersfor one year termsto serve as
the Board of Directors. The assembly exercises control over the operation of the
Consortium. All Consortium revenues are generated from charges for services.

B. Basis Of Presentation - Fund Accounting

The ESC usesfundsand account groupsto report on itsfinancial position and the results
of its operations. Fund accounting is designed to demonstrate legal compliance and to
aid financial management by segregating transactions related to certain ESC functions
or activities.

A fund isdefined as afiscal and accounting entity with a self-balancing set of accounts
recording cash and other financia resources, together with all related liabilities and
residual equities or balances, and changes therein, which are segregated for the purpose
of carrying on specific activitiesor attaining certain obj ectivesin accordance with special
regulations, restrictionsor limitations. An account group isafinancial reporting device
designed to provide accountability for certain assets and liabilities that are not recorded
in the funds because they do not directly affect net expendable available financial
resources.

For financial statement presentation purposes, the various funds of the ESC are grouped
into the following generic fund types under the broad fund categories governmental and
fiduciary.

GOVERNMENTAL FUND TYPES

Governmental funds are those through which most governmental functions of the ESC

are financed. The acquisition, use and balances of the ESC's expendable financial
resources and the related current liabilities are accounted for through governmental
funds. The following are the ESC's governmental fund types:



MAHONING COUNTY EDUCATIONAL SERVICE CENTER
MAHONING COUNTY, OHIO

NOTES TO THE GENERAL PURPOSE FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2001

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (Continued)

General Fund - The genera fund is the operating fund of the ESC and is used to
account for al financial resources, except those required to be accounted for in
another fund. The general fund balance is available to the ESC for any purpose
provided it is expended or transferred according to the general laws of Ohio.

Special Revenue Funds - Specia revenue funds are used to account for the proceeds
of gspecific revenue sources (other than maor capital projects) that are legally
restricted to expenditure for specified purposes.

Capital Projects Funds - Capital projects funds are used to account for financial
resources to be used for the acquisition or construction of major capital facilities.

FIDUCIARY FUND TYPES

Fiduciary funds are used to account for assets held by the ESC in atrustee capacity or as
an agent for individuals, private organizations, other governmental units and/or other
funds. The ESC hasno trust funds. Agency funds are custodial in nature (assets equal
liabilities) and do not involve measurement of results of operations.

ACCOUNT GROUPS
To make a clear distinction between fixed assets related to specific funds and those of
genera government, and between long-term liabilitiesrelated to specific fundsand those

of ageneral nature, the following account groups are used:

General Fixed Assets Account Group - Thisaccount group is established to account
for all fixed assets of the ESC.

General Long-Term Obligations Account Group - Thisaccount group isestablished
to account for all long-term obligations of the ESC.

10



MAHONING COUNTY EDUCATIONAL SERVICE CENTER
MAHONING COUNTY, OHIO

NOTES TO THE GENERAL PURPOSE FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2001

NOTE 2- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES- (Continued)
C. Measurement Focus and Basis of Accounting

The accounting and financial reporting treatment applied to afund 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.
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 to when revenues and expenditures are recognized in the
accounts and reported in the financia statements. Basis of accounting relates to the
timing of the measurements made.

The modified accrual basis of accounting is followed for the governmental and agency
funds. Under this basis, revenues are recognized in the accounting period when they
become both measurable and available. "Measurable” means the amount of the
transaction can be determined and "availabl€" means collectiblewithin the current fiscal
year or soon enough thereafter to be used to pay liabilities of the current fiscal year. The
available period for the ESC is 60 days after year-end.

In applying the susceptible to accrual concept under the modified accrual basis, the
following revenue sourceisdeemed both measurable and available: chargesfor services.

The ESC reports deferred revenues on its combined balance sheet. Deferred revenues
arise when a potential revenue does not meet both the measurable and available criteria
for recognition in the current period. In the subsequent period, when both revenue
recognition criteria are met, the liability for deferred revenue is removed from the
combined balance sheet and revenue is recognized.

Nonexchangetransactions, in which the ESC receivesvaluewithout 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 al eligibility
requirements have been met and the resources are available.
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MAHONING COUNTY EDUCATIONAL SERVICE CENTER
MAHONING COUNTY, OHIO

NOTES TO THE GENERAL PURPOSE FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2001

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (Continued)

Themeasurement focus of governmental fund accounting ison decreasesin net financial
resources (expenditures) rather than expenses. Expendituresare generally recognizedin
the accounting period in which the related fund liability is incurred, if measurable.
Allocations of cost, such as depreciation and amortization, are not recognized in the
governmental funds.

D. Budgetary Data

The budgetary process is prescribed by Section 3317.11 of the Ohio Revised Code.
Annually, on or before a date designated by the State Board of Education, each ESC
prepares a budget of operating expenses for the ensuing year for al funds on forms
prepared and furnished by the State Board of Education and certifies the budget to the
State Board of Education, together with such other information as the State Board of
Education may require. The budget consists of two parts. Part (A) includes the cost of
the salaries, employers retirement contributions, and travel expenses of supervisory
teachersapproved by the State Board of Education. Part (B) includesthe cost of all other
lawful expenditures of the ESC. The State Board of Education reviews the budget.
Advances in and advances out are not required to be budgeted since they represent a
temporary cash flow resource and are intended to be repaid.

Appropriations - The annual appropriation resolution must be legally enacted by the
Governing Board at the fund level of expenditures, which is the legal level of
budgetary control. Prior to the passage of the annual appropriation measure, the
Governing Board may pass atemporary appropriation measure to meet the ordinary
expenses of the ESC. The Appropriation resolution, by fund, must be within the
estimated resources as submitted to the State and the total of expenditures and
encumbrances may not exceed the appropriation totals at any level of control. Any
revisions that alter the total of any fund appropriation must be approved by the
Governing Board. The Treasurer has elected to present budgetary statement
comparisons at the fund and function level of expenditures. 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 Board
of Education. During the year, severa appropriation amendments were legally
enacted. The budget figures, which appear in the combined statement of budgetary
comparisons represent the final appropriation amounts, including any supplemental
appropriations. Formal budgetary integration is employed as a management control
device during the year for all funds, consistent with statutory provisions.
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MAHONING COUNTY EDUCATIONAL SERVICE CENTER
MAHONING COUNTY, OHIO

NOTES TO THE GENERAL PURPOSE FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2001

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (Continued)

Encumbrances - As part of formal budgetary control, purchase orders, contracts and
other commitments for the expenditure of monies are recorded as the equivalent of
expenditureson thenon-GAAP budgetary basisin order toreservethat portion of the
applicable appropriation and to determine and maintain legal compliance. On the
GAAP basis, encumbrances outstanding at year-end are reported as areservation of
fund balance for subsequent-year expenditures for governmental fund types.

Lapsing of Appropriations - At the close of each year, the unencumbered balance of
each appropriation revertsto 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.

E. Cash and Cash Equivalents

Toimprove cash management, cash received by the ESC ispooled. Moniesfor all funds
are maintained in this pool. Each fund’ sinterest in the pool is presented as "Equity in
Pooled Cash and Cash Equivaents' on the balance sheet.

During fiscal year 2001, investments were limited to repurchase agreements, Federal
National Mortgage Association securities, Federal Home Loan Bank Notes and STAR
Ohio.

Except for nonparticipating investment contracts, investments are reported at fair value,
which isbased on quoted market prices. Nonparticipating investment contracts such as
repurchase agreements are reported at cost.

STAR Ohioisaninvestment pool managed by the State Treasurer’ sOffice, which alows
governments within the state to pool their funds for investment purposes. STAR Ohio
is not registered with SEC as an investment company, but does operate in a manner
consistent with Rule 2a7 of The Investment Company Act of 1940. Investments in
STAR Ohio are valued at STAR Ohio’s share price, which is the price the investment
could be sold for on June 30, 2001.

Following Ohio statutes, the Governing Board has, by resolution, specified the fundsto
receive an alocation of interest. Interest revenue credited to the general fund during
fiscal year 2001 amounted to $369,614, which includes $203,709 assigned from other
ESC funds.
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MAHONING COUNTY EDUCATIONAL SERVICE CENTER
MAHONING COUNTY, OHIO

NOTES TO THE GENERAL PURPOSE FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2001

NOTE 2- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES- (Continued)
F. Materialsand Supplies|nventory

Materialsand suppliesinventories are stated at cost. For all funds, cost isdetermined on
afirst-in, first-out basis. Inventory consistsof expendabl e suppliesheld for consumption.
The cost of inventory items is recorded as an expenditure 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.

G. Fixed Assetsand Depreciation

General fixed assets are not capitalized in the funds used to acquire or construct them.
Instead, capital acquisition and construction costs are reflected as expenditures in
governmental funds, and related assets are reported in the general fixed assets account
group. All fixed assets are capitalized at cost (or estimated historical cost). Donated
fixed assets are recorded at their fair market value as of the date received. The ESC
maintains a capitalization threshold of $300. The ESC does not possess any
infrastructure.

The costs of hormal maintenance and repairs that do not add to the value of the asset or
materialy extend an asset's life are not capitalized. Improvements are capitalized.
Assets in the general fixed assets account group are not depreciated. Interest incurred
during the construction of general fixed assetsis aso not capitalized.

H. Intergovernmental Revenues
Intergovernmental revenues, such as entitlements and grants awarded on a
non-rei mbursement basis, arerecorded asrecei vabl es and revenueswhen measurableand

available. Reimbursement type grantsarerecorded asrecel vablesand revenueswhenthe
related expenditures are incurred.
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MAHONING COUNTY EDUCATIONAL SERVICE CENTER
MAHONING COUNTY, OHIO

NOTES TO THE GENERAL PURPOSE FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2001

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (Continued)

The ESC currently participates in several State and Federa programs, categorized as
follows:

Entitlements
General Fund
State Foundation Program

Non-Reimbursable Grants
Special Revenue Funds
Head Start Disability
Eisenhower Professional Development Block Grant
Entry Year
Safe and Drug-Free Schools
Educational Management Information System
Specia Education - Preschool
Ohio Reads
Alternative Programs
Early Start
Goals 2000
Continuous Improvement Grant
Community Alternative Funding Program (CAFS)
SchoolNet Professional Development
Even Start
TitleVI-B

Capital Projects Fund
SchoolNet
Telecommunity Fund

Reimbursable Grants
Specia Revenue Fund
Child Care Food Program

Grants and entitlements amounted to 64 percent of the ESC's operating revenue during
the 2001 fiscal year.
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MAHONING COUNTY EDUCATIONAL SERVICE CENTER
MAHONING COUNTY, OHIO

NOTES TO THE GENERAL PURPOSE FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2001

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (Continued)

Pass-Through Grants

The ESC is the primary recipient of grants, which are passed-through to or spent on
behalf of the local school districts within the County. When the ESC has afinancia or
administrative role in the grants, the grants are reported as revenues and
intergovernmental expendituresin aspecia revenuefund. Grantsinwhichthe ESC has
no financia or administrative role and are passed-through to the local school districtsin
the county are reported in an agency fund.

I nterfund Transactions

During the course of normal operations, the ESC has numerous transactions between
funds. The most significant include:

1. Transfersof resourcesfrom onefund to another fund. Theresourcestransferred are
to be expended for operations by the receiving fund and are recorded as operating
transfers, with the exception of agency funds, which do not show transfers of
resources as operating transfers.

2. Reimbursementsfrom onefundto another aretreated asexpenditures/expensesinthe
reimbursing fund and a reduction in expenditures/expenses in the reimbursed fund.
Quasi-external transactionsare accounted for asrevenues, expenditures or expenses.

3. Short-term interfund loans and accrued interfund reimbursements and accrued
operatingtransfersarereflected as“interfund loansreceivableor payable”. The ESC
had short-term interfund loans receivable and payable at June 30, 2001.

4. Long-term interfund loans that will not be repaid within the next year are termed

“advances’ and are shown asreservations of fund balances on the combined balance
sheet for those funds that report advances to other funds as assets because they are
not spendable, available resources. The ESC had no long-term advances receivable
and payable at June 30, 2001.
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MAHONING COUNTY EDUCATIONAL SERVICE CENTER
MAHONING COUNTY, OHIO

NOTES TO THE GENERAL PURPOSE FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2001

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (Continued)

5. Receivables and payables resulting from transactions between funds for services
provided or goods received are classified as“due from other funds’ or “dueto other
funds’ on the balance sheet.

An analysis of interfund transactions is presented in Note 5.
K. Compensated Absences

The ESC reports compensated absences in accordance with the provisions of GASB
Statement No. 16, "Accounting for Compensated Absences'. Vacation benefits are
accrued as a liability as the benefits are earned if the employees' rights to receive
compensation are attributed to services already rendered and it is probable that the ESC
will compensate the employees for the benefits through paid time off or some other
means. The ESC records aliability for accumul ated unused vacation time when earned
for al employees with more than one year of service.

Sick leave benefitsare accrued asaliability using the termination payment method. The
liability isan estimate of the ESC's past experience of making termination payments. An
accrual for earned sick leave ismade to the extent it is probabl e that benefits will result
in termination payments.

For governmental funds, the current portion of unpaid compensated absences is the
amount expected to be paid using expendable available resources. These amounts are
recorded in the account "compensated absences payable” in the fund from which the
employees who have accumulated unpaid leave are paid. The remainder is reported in
the general long-term obligations account group.

L. Accrued Liabilitiesand Long-Term Obligations

Ingeneral, governmental fund payablesand accrued liabilitiesarereported asobligations
of the funds, regardless of whether they will be liquidated with current resources,
however, claimsand judgements, compensated absences, contractually required pension
contributionsand special termination benefitsthat will be paid from governmental funds
arereported asaliability in the general long-term obligation account group to the extent
that they will not be paid with current expendable available financial resources. In
general, payments made morethan 60 daysafter year-end are considered not to have been
made with current available financial resources.
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MAHONING COUNTY EDUCATIONAL SERVICE CENTER
MAHONING COUNTY, OHIO

NOTES TO THE GENERAL PURPOSE FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2001

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (Continued)

M. Fund Balance Reserves

The ESC records reservations for portions of fund equity, which are legally segregated
for specific future use or which do not represent available spendable resources and,
therefore, arenot availablefor appropriationsfor expenditures. Unreserved fund balance
indicates that portion of fund equity, which is available for appropriation in future
periods. Fund equity reserves are established for encumbrances and materials and
supplies inventory.

. Estimates

The preparation of the financial statements in conformity with GAAP requires
management to make estimates and assumptions that affect the amounts reported in the
financial statements and accompanying notes. Actual results may differ from those
estimates.

. Total Columnson the General Purpose Financial Statements

Total columns on the general purpose financial statements are captioned "Totals
(Memorandum Only)" to indicate that they are presented only to facilitate financial
analysis. Datain these columnsdo not present financial position or resultsof operations
in conformity with accounting principles generally accepted in the United States of
America. Neither is such data comparable to a consolidation. Interfund eliminations
have not been made in the aggregation of this data.

NOTE 3- ACCOUNTABILITY AND COMPLIANCE

A.

Change in Accounting Principle

GASB Statement No. 33, “Accounting and Financial Reporting for Nonexchange
Transactions’, was implemented during fiscal 2001. This statement pertains to the
financial reporting of certain types of revenue received by the ESC for which no value
isgiven in return, including derived tax revenues, imposed nonexchange transactions,
government-mandated nonexchange transactions, and voluntary nonexchange
transactions. Theadoption of thisstatement had an effect on fund balancesas previously
reported by the ESC at June 30, 2000. See Note 3.B. for details.
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MAHONING COUNTY EDUCATIONAL SERVICE CENTER
MAHONING COUNTY, OHIO

NOTES TO THE GENERAL PURPOSE FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2001

NOTE 3- ACCOUNTABILITY AND COMPLIANCE - (Continued)
B. Prior Period Adjustments

Two prior period adjustments are required to properly state the pension liability at June
30, 2000, in the general fund and special revenue funds and to restate the specia revenue
fund balance at June 30, 2000, for the implementation of GASB Statement No. 33. The
effect of these prior period adjustments on fund balances, as previously reported at June
30, 2000, isasfollows:

Special
Generd Revenue
Fund balances as previously reported $1,412,778 $689,617
Pension liability adjustment (31,905) (61,732)
GASB Statement No. 33 implementation --- 16,942
Restated fund balances as of July 1, 2000 $1,380,873 $644,827

C. Deficit Fund Balance

Specia Revenue fund, Title |, had afund deficit of $8,317 at June 30, 2001. Thisfund
complied with Ohio state law, which does not allow a cash deficit at year-end. The
deficit fund balance is a result of accruing wage obligations in accordance with
accounting principles generally accepted in the United States of America. This deficit
will be eliminated by intergovernmental revenues and other subsidies not recognized at
June 30.

NOTE 4- EQUITY IN POOLED CASH AND INVESTMENTS
State statutes require the classification of monies held by the ESC into three categories:

Activedepositsare public deposits necessary to meet current demands on thetreasury. Such
monies must be maintained either as cash in the ESC treasury, in commercial accounts
payable or withdrawable on demand, including negotiable order of withdrawal (NOW)
accounts, or in money market deposit accounts.

Inactive deposits are public deposits the Governing Board hasidentified as not required for
use within the current 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 not limited
to, passbook accounts.
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NOTES TO THE GENERAL PURPOSE FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2001

NOTE 4-EQUITY IN POOLED CASH AND INVESTMENTS - (Continued)

Interim deposits are deposits of interim monies. Interim moniesarethose monies, which are
not needed for immediate use, but which will be needed before the end of the current period
of designation of depositories. Interim deposits must be evidenced by time certificates of
deposit maturing not more than one year from the date of deposit or by savings accounts,
including passbook accounts.

Protection of the ESC’ sdepositsis provided by the Federal Deposit Insurance Corporation,
by eligible securities pledged by the financial institution as a security for repayment, by
surety company bonds deposited with the treasurer by the financial institution, or by asingle
collateral pool established by the financial institution to secure the repayment of all public
monies deposited with the institution. Interim monies may be deposited or invested in the
following securities:

1. United States Treasury Notes, Bills, Bonds, or any other obligation or security issued by
the United States Treasury or any other obligation guaranteed asto principal and interest
by the United States,

2. Bonds, notes, debentures, or any other obligations or securities issued by any federal
government agency or instrumentality, including but not limited to, the Federal National
Mortgage Association, Federal Home Loan Bank, Federal Farm Credit Bank, Federal
Home Loan Mortgage Corporation, Government National Mortgage Association, and
Student Loan Marketing Association. All federal agency securities shall be direct
issuances of federal government agencies 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 2% and be marked to market daily, and that the term
of the agreement must not exceed 30 days;

4. Bonds and other obligations of the State of Ohio;

5. No-loan money market mutual funds consisting exclusively of obligations described in
division (1) or (2) of this section and repurchase agreements secured by such obligation,
provided that investmentsin securities described in this division are made only through
eligible institutions;

6. The State Treasurer's investment pool (STAR Ohio);
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NOTE 4-EQUITY IN POOLED CASH AND INVESTMENTS - (Continued)

7. Certain bankers acceptances and commercia paper notesfor aperiod not to exceed 180
daysin an amount not to exceed 25% of the interim monies available for investment at
any one time; and

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

Investmentsin stripped principal or interest obligations, reverse repurchase agreements and
derivativesareprohibited. Theissuance of taxable notesfor the purpose of arbitrage, theuse
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 ESC,
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 investmentsto the treasurer or, if
the securities are not represented by a certificate, upon receipt of confirmation or transfer
from the custodian.

Deposits: At year-end, the carrying amount of the ESC’ sdepositswas $(1,242,617) and the
bank balancewas $62,190. A liability was not recorded for the negative carrying amount of
depositsbecausetherewasno actual overdraft, duetothe® zero-balance’” nature of theESC’ s
bank accounts. The entire bank balance was covered by federal depository insurance.

Investments: GASB Statement No. 3 "Deposits with Financial Institutions, Investments
(including Repurchase A greements), and Reverse Repurchase Agreements' requiresthe ESC
to categorize investments to give an indication of the level of risk assumed by the ESC at
year-end. Category 1 includes investments that are insured or registered or for which the
securitiesare held by the ESC or itsagent in the ESC's name. Category 2 includes uninsured
and unregistered investments, which are held by the counterparty'strust department or agent
inthe ESC's name. Category 3 includes uninsured and unregistered investments for which
the securities are held by the counterparty, or by itstrust department or agent, but not in the
ESC'sname. The ESC investsin Star Ohio, which is not classified by degree of credit risk
sinceit is not evidenced by securities that exist in physical or book entry form.
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NOTE 4-EQUITY IN POOLED CASH AND INVESTMENTS - (Continued)

Category Carrying Fair
2 Amount Value
Repurchase Agreement $ 121,000 $ 121,000 $ 121,000
Federal Home Loan Bank Notes 501,250 501,250 501,250
Federal National Mortgage Association Notes 851,438 851,438 851,438
STAR Ohio --- 4,935,367 4,935,367
Total Investments $1,473,688 $6,409,055 $6,409,055

A reconciliation between the classifications of cash and investments on the combined
financia statements and the classification per GASB Statement No. 3 is asfollows:

Equity in Pooled Cash

and Cash Equivalents [nvestments
GASB Statement 9 $ 5,166,438 $ 0
Investments which are part of
a cash management pool:
Repurchase Agreement (121,000) 121,000
Federal Home Loan Bank Notes (501,250) 501,250
Federal National Mortgage Association Notes (851,438) 851,438
STAR Ohio (4,935,367) 4,935,367
GASB Statement 3 $(1,242,617) $6,409,055

NOTE 5- INTERFUND TRANSACTIONS

A. Interfund balances at June 30, 2001, consist of the following individual interfund loans

receivable and payable:
Interfund Interfund
Receivable Payable
General Fund $20,000 $---
Agency Fund
District Agency --- 20,000
Totals $20,000 $20,000
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NOTE 5- INTERFUND TRANSACTIONS - (Continued)

B. Thefollowing is a summarized breakdown of amounts “due to” and “due from” other
funds for pension obligation payments:

Dueto Due from
Other Funds Other Funds
Genera Fund $ 79,457 $ ---
Special Revenue Funds
Head Start 15,480 .-
Public School Preschool 2,169 .-
Alternative Education Challenge 1,961 .-
Early Start 732 —
Even Start 687 -
Agency Funds
Family and Children First 229 .-
Computer Network 2,230 .-
Praxis 2,827 -
TitleVI-B 3,232 -
District Agency --- 109.004
Totals $109,004 $109,004
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NOTE 6 - RECEIVABLES
Receivablesat June 30, 2001, consisted primarily of excess costs, intergovernmental grants,

and customer services. All receivablesare considered collectibleinfull. A summary of the
principle items of intergovernmental receivables follows:

Amounts
Genera Fund
Excess Costs $1,464,228
Customer Services 30,135
CAFS 11,442
Other 3,045
Total Generd 1,508,850
Special Revenue Fund
Entry Year 10,549
Total Special Revenue 10,549
Agency Fund
TitleVI-B 85,000
Total Agency 85,000
Grand Total $1,604,399

NOTE 7 - STATE FUNDING

The ESC isfunded by the State Board of Education from State fundsfor the cost of Part (A)
of the budget.

Part (B) of the budget is funded in the following way: $6.50 times the Average Daily
Membership (ADM-the total number of pupilsunder the ESC’ s supervision) isapportioned
by the State Board of Education from the participating school districts to which the ESC
provides services from payments made under the State's foundation program.
Simultaneously, $37.00 times the sum of the ADM is paid by the State Board of Education
from State funds to the ESC.
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NOTE 7 - STATE FUNDING - (Continued)

If additional funding is required and if a maority of the boards of education of the
participating school districts approve, the cost of Part (B) of the budget that isin excess of
$43.50 times ADM approved by the State Board of Education is apportioned to the
participating school districts through reductionsin their state foundation. The State Board
of Educationinitiatesand supervisesthe procedure by which the participating boardsapprove
or disapprove the apportionment.

NOTE 8- FIXED ASSETS

A summary of the changesin general fixed assets during fiscal year 2001 follows:

Balance Balance
July 1, 2000 Additions Deletions  June 30, 2001

Furniture and Equipment $599,810 $348,213 $(8,463) $939,560
Vehicles 29,721 --- --- 29,721
Total $629,531 $348,213 $(8,463) $969,281

There was no construction in progress at June 30, 2001.

NOTE 9-LONG TERM OBLIGATIONS

Changesin long-term obligations of the ESC from June 30, 2000, to June 30, 2001, were as
follows:

Principal Principal
Outstanding Outstanding
July 1, 2000 Additions Deductions  June 30, 2001

Genera Long-Term Obligations:

Compensated Absences $154,785 $46,629 $(39,196) $162,218
Pension Obligation 37,705 38,607 (37,705) 38,607
Totd $192,490 $85,236 $(76,901) $200,825
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NOTE 9- LONG TERM OBLIGATIONS - (Continued)

Compensated absences will be paid from the fund from which the person is paid. The
intergovernmental payabl e representscontractually required pension obligationspaid outside
the available period and will be paid from the fund from the District Agency Fund.
Governmental funds from which the person is paid are charged monthly for pension
expenditures. Monies charged to the various governmental funds are deposited into the
District Agency Fund which in turn makes the annual payments to the retirement systems.

NOTE 10- RISK MANAGEMENT
A. Property and Liability

The ESC is exposed to various risks of loss related to torts; theft of, damage to, and
destruction of assets; errors and omissions; injuriesto employees; and natural disasters.
During fiscal year 2001, the ESC contracted with Cincinnati Insurance Company for
property and general liability insurance.

Professiona liability is provided by the Nationwide Insurance Company with a
$5,000,000 annual aggregate/$2,000,000 single occurrence limit and no deductible.
Vehicles are covered by Nationwide Insurance Company and hold a $50 deductible for
comprehensive and a$250 deductiblefor collision. Automobileliability hasa$500,000
combined single limit of liability. Settled claims have not exceeded this commercial
coverage in any of the past three years. There has not been a significant reduction in
coverage from the prior year.
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NOTE 10- RISK MANAGEMENT - (Continued)
B. Workers Compensation

For fiscal year 2001, the ESC participated in the Ohio School Boards Association
Workers Compensation Group Rating Program (GRP), an insurance purchasing pool
(Note 2.A.). Theintent of the GRP isto achieve the benefit of areduced premium for
the ESC by virtue of its grouping and representation with other participantsin the GRP.
Theworkers compensation experience of the participating membersis calculated asone
experience and a common premium rate is applied to al membersin the GRP. Each
participant paysitsworkers compensation premium to the State based on theratefor the
GRP rather than itsindividual performance rate. Total savings are then calculated and
each participant'sindividual performanceis compared to the overall savings percentage
of the GRP. A participant will then either receive money from or be required to
contributeto the"Equity Pooling Fund". This"equity pooling" arrangement insuresthat
each participant shares equally in the overall performance of the GRP.

Participationinthe GRPislimited to membersthat can meet the GRP'sselection criteria
The firm of Gates McDonald & Co. provides administrative, cost control and actuarial
servicesto the GRP.

C. Employee Medical Benefits

The ESC has contracted with the Mahoning County Insurance Consortium to provide
employee medical/surgical, dental and prescription drug benefits. The ESC contributes
$325 toward medical/surgical premiums of $489.54 for family coverage and pays
$199.65 for single coverage. Monthly premiums for prescription drug insurance are
$81.04 for single coverage and $180.62 for family coverage, of which the ESC
contributes $65. Premiumsfor dental coverage are $53.67 monthly on acomposite basis
and the ESC contributes $53.67.

27



MAHONING COUNTY EDUCATIONAL SERVICE CENTER
MAHONING COUNTY, OHIO

NOTES TO THE GENERAL PURPOSE FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2001

NOTE 11 - DEFINED BENEFIT PENSION PLAN
A. School Employees Retirement System

TheESC contributesto the School EmployeesRetirement System (SERS), acost-sharing
multipleemployer defined benefit pension plan. SERSprovidesretirement and disability
benefits, annual cost-of-living adjustments, and death benefits to plan members and
beneficiaries. Authority to establish and amend benefitsis provided by State statute per
Chapter 3309 of the Ohio Revised Code. SERSissuesapublicly available, stand-alone
financial report that includes financia statements and required supplementary
information. That report may be obtained by writing to the School Employees
Retirement System, 45 N. Fourth Street, Columbus, Ohio 43215-3634.

Plan members are required to contribute 9% of their annual covered salary and the ESC
isrequiredto contribute 14% for 2001; 4.2% wasthe portion to fund pension obligations.
The contribution rates are not determined actuarialy, but are established by the School
Employees Retirement Board within therates allowed by State statute. The adequacy of
the contribution rates is determined annually. The ESC’s required contributions for
pension obligations to SERS for the fiscal years ended June 30, 2001, 2000, and 1999
were $144,438, $178,331, and $132,791, respectively; 100% has been contributed for
fiscal years 2001, 2000 and 1999.

B. State TeachersRetirement System

The ESC contributes to the State Teachers Retirement System of Ohio (STRS), a cost-
sharing multiple employer public employee retirement system. STRS provides
retirement and disability benefits, annual cost-of-living adjustments, and death and
survivor benefitsto membersand beneficiaries. Benefitsare established by Chapter 3307
of theOhio Revised Code. STRSissuesapublicly available, stand-alonefinancial report
that includes financial statements and required supplementary information for STRS.
That report may be obtained by writing to the State Teachers Retirement System, 275
East Broad Street, Columbus, Ohio 43215-3371.
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MAHONING COUNTY EDUCATIONAL SERVICE CENTER
MAHONING COUNTY, OHIO

NOTES TO THE GENERAL PURPOSE FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2001

NOTE 11 - DEFINED BENEFIT PENSION PLAN - (Continued)

Plan membersarerequiredto contribute 9.3% of their annual covered salary and the ESC
isrequired to contribute 14%; 9.5% was the portion used to fund pension obligations.
Contribution rates are established by the State Teachers Retirement Board, upon
recommendation of itsconsulting actuary, not to exceed statutory maximum ratesof 10%
for membersand 14% for employers. The ESC’ srequired contributionsto STRSfor the
fiscal years ended June 30, 2001, 2000, and 1999 were $403,705, $231,249, and
$284,687, respectively; 100% has been contributed for fiscal years 2000 and 1999; fiscal
year 2001 contributions of $403,705 were paid in full in August 2001. The unpaid
portion is recorded as aliability within the respective funds.

C. Social Security System

Effective July 1, 1991, all employees not otherwise covered by SERS or STRS have an
option to choose social security or SERS/STRS. As of June 30, 2001, one Governing
Board member has elected social security. The board’sliability is6.2% of wages paid.

NOTE 12 - POSTEMPLOYMENT BENEFITS

The ESC provides comprehensive health care benefits to retired teachers and their
dependents through STRS, and to retired non-certified employees and their dependents
through SERS. Benefits include hospitalization, physicians' fees, prescription drugs, and
reimbursement of monthly Medicare premiums. Benefit provisions and the obligations to
contribute are established by STRS and SERS based on authority granted by State statute.
Both STRS and SERS are funded on a pay-as-you-go basis.

The State Teachers Retirement Board has statutory authority over how much, if any, of the
health care costs will be absorbed by STRS. Most benefit recipients pay a portion of the
health care cost in the form of a monthly premium. By Ohio law, the cost of coverage paid
from STRS funds shall be included in the employer contribution rate, currently 14% of
covered payroll. For this fiscal year, the Board allocated employer contributions equal to
4.5% of covered payroll to the Health Care Reserve Fund. For the ESC, thisamount equal ed
$191,229 during fiscal 2001.
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MAHONING COUNTY EDUCATIONAL SERVICE CENTER
MAHONING COUNTY, OHIO

NOTES TO THE GENERAL PURPOSE FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2001

NOTE 12 - POSTEMPLOYMENT BENEFITS - (Continued)

STRS pays health care benefits from the Health Care Reserve Fund. The balance in the
Health Care Reserve Fund was $3.419 billion at June 30, 2000 (the latest information
available). For the year ended June 30, 2000 (the latest information available), net health
care costs paid by STRS were $283.137 million and STRS had 99,011 €ligible benefit
recipients.

For SERS, coverageis made avail ableto serviceretireeswith 10 or moreyearsof qualifying
service credit, and disability and survivor benefit recipients. Members retiring on or after
August 1, 1989, with lessthan 25 years of service credit must pay a portion of their premium
for health care. The portion is based on years of service up to a maximum of 75% of the
premium.

For thisfiscal year, employer contributionsto fund health care benefitswere 9.8% of covered
payroll. In addition, SERS levies a surcharge to fund health care benefits equal to 14% of
the difference between a minimum pay and the member’ s pay, pro-rated for partial service
credit. For fiscal year 2000, the minimum pay has been established at $12,400. The
surcharge, added to the unallocated portion of the 14% employer contribution rate, provides
for maintenance of the asset target level for the health care fund.

Thetarget level for thehealth carereserveis 150% of annual health care expenses. Expenses
for health care at June 30, 2000 (the latest information available), were $140.7 million and
the target level was $211.0 million. At June 30, 2000 (the latest information available),
SERS had net assets available for payment of health care benefits of $252.3 million and
SERS had approximately 50,000 participants receiving health care benefits. For the ESC,
the amount to fund health care benefits, including surcharge, equaled $374,727 during the
2001 fiscal year.
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MAHONING COUNTY EDUCATIONAL SERVICE CENTER
MAHONING COUNTY, OHIO

NOTES TO THE GENERAL PURPOSE FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2001

NOTE 13- EMPLOYEE BENEFITS

A. Compensated Absences

B.

The criteria for determining vacation and sick leave benefits are derived from the
negotiated agreement and State laws. Classified employees earn 10 to 20 days of
vacation per year, depending upon length of service. Accumulated unused vacationtime
is paid to classified employees upon termination of employment. Teachers and
certificated personnel employed for less than 260 days do not earn vacation time.
Teachers, administrators and classified employees earn sick leave at the rate of one and
one-fourth days per month. Sick leave may be accumulated up to 245 days. Upon
retirement, payment is made for one-fourth of thetotal sick leave accumulation, up to a
maximum of 51 days.

Medical and Life Insurance
The ESC provideslifeinsurance and accidental death and dismemberment insurance to

most employees through National Term Life Insurance Company, in the amount of
$25,000.

NOTE 14 - BUDGETARY BASISOF ACCOUNTING

While the ESC is reporting financial position, results of operations and changes in fund
balance on the basis of accounting principles generally accepted in the United States of
America (GAAP), the budgetary basis as provided by law is based upon accounting for
certain transactions on a basis of cash receipts, disbursements and encumbrances. The
Combined Statement of Revenues, Expendituresand Changesin Fund Balances- Budget and
Actual (Non-GAAP Budgetary Basis), All Governmental Fund Types is presented on the
budgetary basis to provide a meaningful comparison of actual results with the budget. The
major differences between the budget basis and GAAP basis are that:

1.

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

Expenditures are recorded when paid in cash (budget basis) as opposed to when the
liability isincurred (GAAP basis).

Encumbrances are treated as expenditures for all funds (budget basis) rather than as a
reservation of fund balance for governmental fund types (GAAP basis).
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MAHONING COUNTY EDUCATIONAL SERVICE CENTER
MAHONING COUNTY, OHIO

NOTES TO THE GENERAL PURPOSE FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2001

NOTE 14 - BUDGETARY BASISOF ACCOUNTING - (Continued)

The following tables summarize the adjustments necessary to reconcile the GAAP and
budgetary basis statements by fund type:

Excess of Revenues and Other Financing Sour ces
Over/(Under) Expenditures and Other Financing Uses

All Governmental Fund Types

Special Capital
Generdl Revenue Projects
Budget basis $210,461 $(662,408) $(204,461)
Net adjustment for revenue accruals 34,401 (6,394) ---
Net adjustment for expenditure accruals 12,536 (2,491) 139,738
Net adjustment for other financing
sources (uses) (53,926) 2,809 ---
Encumbrances (budget basis) 115311 519,161 1,852
GAAP basis $318,783 $(149,323) $ (62,871)

NOTE 15- CONTINGENCIES
A. Grants

The ESC received financia 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 claimsresulting from such audits could
become aliability 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 financia position of the ESC at June 30, 2001.

B. Litigation
The ESC isparty tolegal proceedings. The ESC’smanagement isof the opinion that the

ultimate outcome of such litigation will not result in a material adverse effect on the
ESC’sfinancial position.
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MAHONING COUNTY EDUCATIONAL SERVICE CENTER
MAHONING COUNTY, OHIO

NOTES TO THE GENERAL PURPOSE FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2001

NOTE 15- CONTINGENCIES - (Continued)
C. State School Funding Decision

On September 6, 2001, the Ohio Supreme Court issued its latest opinion regarding the
State’s school funding plan. The decision identified aspects of the current plan that
require modification if the plan is to be considered constitutional, including:

* A changein the school districts that are used as the basis for determining the base
cost support amount. Any change in the amount of funds distributed to school
districtsasaresult of thischange must beretroactiveto July 1, 2001, although atime
line for distribution is not specified.

* Fully funding parity aid no later than the beginning of fiscal year 2004 rather than
fiscal year 2006.

The Supreme Court relinquished jurisdiction over the case based on anticipated
compliance with its order.

Ingenerd, it isexpected that the decision would result in anincreasein Statefunding for
most Ohio school districts. However, as of November 16, 2001, the Ohio General
Assembly isstill analyzing theimpact this Supreme Court decision will have onfunding
for individual school districts. Further, the State of Ohio, in amotion filed September
17, 2001, asked the Court to reconsider and clarify the parts of the decision changing the
school districts that are used as the basis for determining the base cost support amount
and the requirement that changes be made retroactive to July 1, 2001.

OnNovember 2, 2001, the Court granted thismotion for reconsideration. The Court may
re-examine and redetermine any issue upon reconsideration.

As of thedate of thesefinancial statements, the ESC is unable to determinewhat effect,
if any, thisdecision will have onitsfuture State funding and on its financial operations.
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MAHONING COUNTY EDUCATIONAL SERVICE CENTER
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

FOR THE FISCAL YEAR ENDED JUNE 30, 2001

(B)

(8)

FEDERAL GRANTOR/ PASS-THROUGH CASH CASH
SUB GRANTOR/ CFDA GRANT FEDERAL FEDERAL
PROGRAM TITLE NUMBER NUMBER RECEIPTS DISBURSEMENTS
U. S. DEPARTMENT OF AGRICULTURE
PASSED THROUGH THE
OHIO DEPARTMENT OF EDUCATION:
Child Care Food Program 10.558 N/A $555 $555
Total U.S. Department of Agriculture 555 555
U. S. DEPARTMENT OF EDUCATION
PASSED THROUGH THE
OHIO DEPARTMENT OF EDUCATION:
Special Education Grant Cluster:
(A) TitleVI-B - Education of the Handicapped Act 84.027 48280-6B-SI-99P 95,837 213,555
(A) TitleVI-B - Education of the Handicapped Act 84.027 48280-6B-SI-00P 1,012,558 849,682
(A) (C) TitleVI-B - Education of the Handicapped Act 84.027 N/A 6,550 6,550
(A) (C) TitleVI-B - Education of the Handicapped Act 84.027 N/A 0 500
Tota TitleVI - B 1,114,945 1,070,287
(A) Specia Education-Preschool 84.173 48280-PG-S1-00P 96,669 96,669
(A) Special Education-Preschool 84.173 48280-PG-S1-01 11,250 11,185
(A) Specia Education-Preschool 84.173 48280-PG-SC-00C 4,022 4,022
Total Special Education Preschool Grant 111,941 111,876
Total Special Education Grant Cluster 1,226,886 1,182,163
Safe and Drug - Free Schools 84.186 48280-DR-S2-00 73,121 52,000
Safeand Drug - Free Schools 84.186 48280-DR-S2-01 21,252 0
Total Safeand Drug - Free Schools 94,373 52,000
Even Start Grant 84.213 48280-EV-S2-00 16,942 44,479
Even Start Grant 84.213 48280-EV-S2-01 133,424 109,711
Total Even Start 150,366 154,190
Goals 2000 84.276 48280-SD-TA 00 30,000 0
Goals 2000 84.276 48280-G2-S3-00 20,000 31,350
Goals 2000 84.276 48280-G2-S3-01 99,475 82,598
Goals 2000 84.276 48280-G2-SP-01 62,730 50,020
Total Goals 2000 212,205 163,968
Eisenhower Professional Development Grant 84.281 48280-M S-S1-00 81,565 68,232
Eisenhower Professional Development Grant 84.281 48280-MS-S2-98C 0 2,278
Eisenhower Professional Development Grant 84.281 48280-MS-S1-99C 0 23,539
Eisenhower Professional Development Grant 84.281 48280-M S-S2-00 52,731 48,758
Total Eisenhower Professional Development Grant 134,296 142,807
Total U. S. Department of Education 1,818,126 1,695,128
U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES
PASSED THROUGH THE
OHIO DEPARTMENT OF MENTAL
RETARDATION AND DEVEL OPMENTAL DISABILITIES:
Community Alternative Funding System Program 93.778 N/A 182,636 182,636
Total U. S. Department of Health and
Human Services 182,636 182,636
Total Federal Financial Assistance $2,001,317 $1,878,319

Included as part of "Specia Education Grant Cluster” in determining major programs.
This schedule was prepared on the cash basis of accounting.

Passed through Central Ohio Special Education Regional Resource Center.



TRIMBLE, JULIAN & GRUBE, INC.

“SERVING OHIO LOCAL GOVERNMENTS”

1445 Worthington Woods Boulevard Telephone 614.846.1899
Suite B Facsimile 614.846.2799
Worthington, Ohio 43085

Report on Compliance and on Internal Control Over Financial
Reporting Based on an Audit of Financial Statements Performed in
Accordance With Government Auditing Standards

Governing Board

Mahoning County Educationa Service Center
100 Debartolo Place, Suite 105

Y oungstown, OH 44512

We have audited the general purposefinancial statements of Mahoning County Educational Service
Center (the “ESC”) as of and for the fiscal year ended June 30, 2001, and have issued our report
thereon dated November 16, 2001. We conducted our audit in accordance with auditing standards
generally accepted in the United States of Americaand the standards applicable to financia audits
contained in Government Auditing Standards, issued by the Comptroller General of the United
States.

Compliance

As part of obtaining reasonable assurance about whether the ESC’'s general purpose financia
statements are free of material misstatement, we performed tests of its compliance with certain
provisionsof laws, regulations, contracts and grants, noncompliance with which could have adirect
and material effect on 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 such an opinion. The results of our tests disclosed no instances of noncompliance
that are required to be reported under Government Auditing Standards.
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Governing Board
Mahoning County Educationa Service Center

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the ESC’s internal control over financial
reporting in order to determine our auditing procedures for the purpose of expressing our opinion
onthegeneral purposefinancia statementsand not to provide assurance on theinternal control over
financial reporting. Our consideration of the internal control over financia reporting would not
necessarily disclose all mattersin theinternal control over financial reporting that might be material
weaknesses. A material weaknessisacondition in which the design or operation of one or more of
theinternal control components does not reduceto arelatively low level therisk that misstatements
in amounts that would be material in relation to the general purpose financia statements being
audited may occur and not be detected within atimely period by employeesin the normal course of
performing their assigned functions. We noted no matters involving the interna control over
financial reporting and its operation that we consider to be material weaknesses.

During the fiscal year ended June 30, 2001, the ESC implemented Governmental Accounting
Standards Board (GA SB) Statement No. 33, Accounting and Financial Reporting for Nonexchange
Transactions.

This report is intended for the information and use of management, the Governing Board of
Mahoning County Educational Service Center, federal awarding agenciesand pass-through entities,
and is not intended to be and should not be used by anyone other than these specified parties.

Trimble, Julian & Grube, Inc.
November 16, 2001
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TRIMBLE, JULIAN & GRUBE, INC.

“SERVING OHIO LOCAL GOVERNMENTS”

1445 Worthington Woods Boulevard Telephone 614.846.1899
Suite B Facsimile 614.846.2799
Worthington, Ohio 43085

Report on Compliance With Requirements Applicableto Its
Major Federal Program and Internal Control Over Compliancein
Accordance With OMB Circular A-133

Governing Board

Mahoning County Educationa Service Center
100 Debartolo Place, Suite 105

Y oungstown, OH 44512

Compliance

We have audited the compliance of Mahoning County Educational Service Center (the“ESC”) with
the types of compliance requirements described in the U. S Office of Management and Budget
(OMB) Circular A-133, Compliance Supplement that are applicabletoitsmaor federal programfor
thefiscal year ended June 30, 2001. The ESC’ smajor federal program isidentified in the summary
of auditor’s results section of the accompanying schedule of findings. Compliance with the
requirementsof laws, regulations, contracts and grants applicabletoits major federal programisthe
responsibility of the ESC’s management. Our responsibility isto express an opinion onthe ESC’'s
compliance based on our audit.

We conducted our audit of compliance in accordance with auditing standards generally accepted in
the United States of America; the standards applicableto financial audits contained in Gover nment
Auditing Standards, issued by the Comptroller General of the United States; and OMB Circular A-
133, Audit of States, Local Governments, and Non-Profit Organizations. Those standardsand OMB
Circular A-133 require that we plan and perform the audit to obtain reasonable assurance about
whether noncompliance occurred with the types of compliance requirements referred to above that
could have a direct and material effect on amajor federa program. An audit includes examining,
on atest basis, evidence about the ESC’ s compliance with those requirements and performing such
other procedures as we considered necessary in the circumstances. We believe that our audit
provides areasonable basisfor our opinion. Our audit doesnot provide alegal determination onthe
ESC’ s compliance with those requirements.
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Governing Board
Mahoning County Educationa Service Center

In our opinion, the ESC complied, in al material respects, with the requirements referred to above
that are applicable to its mgor federal program for the fiscal year ended June 30, 2001.

Internal Control Over Compliance

Themanagement of the ESC isresponsiblefor establishing and maintaining effectiveinternal control
over compliance with requirements of laws, regulations, contracts and grants applicable to federal
programs. In planning and performing our audit, we considered the ESC’ s internal control over
compliancewith requirementsthat could haveadirect and material effect onamajor federal program
in order to determine our auditing procedures for the purpose of expressing our opinion on
compliance and to test and report on internal control over compliance in accordance with OMB
Circular A-133.

Our consideration of theinternal control over compliance would not necessarily discloseall matters
in the internal control that might be material weaknesses. A material weaknessis a condition in
which the design or operation of one or more of theinternal control components does not reduce to
arelatively low level therisk that noncompliance with applicable requirements of laws, regulations,
contractsand grantsthat would be material in relation to amajor federal program being audited may
occur and not be detected within atimely period by employeesin the normal course of performing
their assigned functions. We noted no matters involving the internal control over compliance and
its operation that we consider to be material weaknesses.

During the fiscal year ended June 30, 2001, the ESC implemented Governmental Accounting
Standards Board (GA SB) Statement No. 33, Accounting and Financial Reporting for Nonexchange
Transactions.

This report is intended for the information and use of management, the Governing Board of
Mahoning County Educational Service Center, federal awarding agenciesand pass-through entities,
and is not intended to be and should not be used by anyone other than these specified parties.

Trimble, Julian & Grube, Inc.
November 16, 2001
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MAHONING COUNTY EDUCATIONAL SERVICE CENTER
MAHONING COUNTY

SCHEDULE OF FINDINGS
OMB CIRCULAR A-133 § .505

JUNE 30, 2001

1. SUMMARY OF AUDITOR'SRESULTS

(d)@)()

Type of Financial Statement Opinion | Unqualified

(d)(@D)(i)

Were there any material control No
weakness conditions reported at the
financial statement level (GAGAS)?

(d)(@)(i)

Were there any other reportable No
control weakness conditions reported
at thefinancial statement level
(GAGAS)?

(d)()(iii)

Was there any reported non- No
compliance at the financial statement
level (GAGAS)?

(d@D)(iv)

Were there any material internal No
control weakness conditions reported
for major federal programs?

(d)(@)(iv)

Werethere any other reportable No
internal control weakness conditions
reported for major federal programs?

(d@D)V)

Type of Major Program’s Compliance | Unqualified
Opinion

(d)(D)(v)

Arethere any reportable findings No
under § .510?
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MAHONING COUNTY EDUCATIONAL SERVICE CENTER
MAHONING COUNTY

SCHEDULE OF FINDINGS
OMB CIRCULAR A-133 § .505

JUNE 30, 2001

1. SUMMARY OF AUDITOR'SRESULTS (Continued)

(d)(L)(vii) Major Program: Specia Education Grant Cluster:
Title VI-B - Education of the
Handicapped Act, CFDA #84.027;
and Specia Education - Preschool,
CFDA #84.173

(d)(L)(viii) Dollar Threshold: Type A/B Programs | Type A: >$300,000
Type B: al others

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

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

None

3. FINDINGS AND QUESTIONED COSTSFOR FEDERAL AWARDS

None
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88 East Broad Street
STATE OF OHIO P.O. Box 1140

OFFICE OF THE AUDITOR Columbus, Ohio 43216-1140

Telephone  614-466-4514
JiM PETRO, AUDITOR OF STATE 800-282-0370

Facsimile  614-466-4490

MAHONING COUNTY EDUCATIONAL SERVICE CENTER

MAHONING 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, Ohio.

desan Toubbitt

CLERK OF THE BUREAU

CERTIFIED
JANUARY 3, 2002
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