N Y \ [=] i 'E—A‘WQV ';ﬁq:_i“ | R :_i‘-z
*7.;1 _LIA ( --‘.,'_;__'___——-d

— e —— = [
ﬁ._ = -
A T "“\ -

M LA LT e
YA, *n gy ety

i ST T
ke IS

\ Ay i
Bkl o
TN LY

- Auditor of State
y Betty Montgomery







GALLIA-VINTON EDUCATIONAL SERVICE CENTER

GALLIA COUNTY
TABLE OF CONTENTS
TITLE PAGE
Independent ACCOUNTANES’ REPOM..........oi ittt e e et e e e ste e e e e sbeeeeeans 1
Managements’ DiSCUSSION @Nd ANAIYSIS. ........uiiiiiiiiie ittt e e e nneeeas 3

Basic Financial Statements
Government-Wide Financial Statements:
Statement Of Nt ASSELS .......eiiiiii e 9
Statement Of ACHVILIES .....oooiiii s 10
Fund Financial Statements:
Balance Sheet - Governmental FUNGS............oooiiiiii e 11

Reconciliation of Total Governmental Fund Balances
to Net Assets of Governmental ACHVILIES .........coooueieeiii e 12

Statement of Revenues, Expenditures and Changes in
Fund Balances — Governmental FUNAS ..........coociiiiiiiiii e 13

Reconciliation of the Statement of Revenues, Expenditures
and Changes in Fund Balances of Governmental Funds
to the Statement Of ACHVItIES ......eeeeiiiiie e 14

Statement of Revenues, Expenditures and Changes in Fund
Balances — Budget and Actual (Budget-Basis) — General Fund ..............ccccooiiiiiiiiiiienn. 15

Notes to the Basic Financial Statements..............ooiiiiiiiieeee e 17

Independent Accountants’ Report on Compliance and on
Internal Control Required By Government Auditing Standards ...............cccceeeveeeeeeeccieieiisas e, 33

Schedule Of Prior FINAINGS ...ttt e e et e e e nbe e e e e anbee e e e aneee 35



This page left blank intentionally.



Auditor of State
Betty Montgomery

INDEPENDENT ACCOUNTANT’S REPORT

Gallia-Vinton Educational Service Center
Gallia County

P.O. Box 178

Rio Grande, Ohio 45674

We have audited the accompanying financial statements of the governmental activities, the major fund, and the
aggregate remaining fund information of Gallia-Vinton Educational Service Center, Gallia County, Ohio (the
Educational Service Center) as of and for the year ended June 30, 2003, 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 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 Government Auditing Standards, issued
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 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 that 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, the major fund, and the aggregate remaining fund information of
Gallia-Vinton Educational Service Center, Gallia County, as of June 30, 2003, and the respective changes in
financial position and the respective budgetary comparison for the General Fund thereof for the year then
ended in conformity with accounting principles generally accepted in the United States of America.

As described in Note 3, during the year ended June 30, 2003, the Educational Service Center implemented a
new financial reporting model, as required by the provisions of Governmental Accounting Standards Board
Statement No. 34, Basic Financial Statements- and Management’s Discussion and Analysis- for State and
Local Governments. Also, as mentioned in Note 3, during the year ended June 30, 2003, the Educational
Service Center adopted Governmental Accounting Statements 37 and 38 and Interpretation 6.

In accordance with Government Auditing Standards, we have also issued our report dated February 4, 2004 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 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.

743 E. State St. / Athens Mall Suite B / Athens, OH 45701
Telephone: (740) 594-3300 (800) 441-1389 Fax: (740) 594-2110
www.auditor.state.oh.us




Gallia-Vinton Educational Service Center
Gallia County
Independent Accountants’ Report

Managements’ Discussion and Analysis is not a required part of the basic financial statements but is
supplementary information the Governmental Accounting Standards Board requires. We have applied
certain limited procedures, which consisted principally of inquiries of management regarding the methods of
measurement and presentation of the required supplementary information. However, we did not audit the
information and express no opinion on it.

Tt hamtgmeny

Betty Montgomery
Auditor of State

February 4, 2004



Gallia-Vinton Educational Service Center
Gallia County, Ohio
Management’s Discussion and Analysis
For the Fiscal Year Ended June 30, 2003

MANAGEMENT’S DISCUSSION AND ANALYSIS

The Gallia-Vinton Educational Service Center’s (the Educational Service Center)
discussion and analysis of the annual financial report provides a review of the financial
performance for the fiscal year ended June 30, 2003. 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 notes to the basic financial statements and financial
statements to enhance their understanding of the Educational Service Center’s financial
performance.

The Management’s Discussion and Analysis (MD&A) is an element of the new reporting
model adopted by the Governmental Accounting Standard Board (GASB) in their
Statement No. 34, Basic Financial Statements — and Management’s Discussion and
Analysis — for State and Local Governments, issued June, 1999. Certain comparative
information between the current year and the prior year is required to be presented in the
MD&A. However, because this is the first year of implementing the new reporting
model, certain necessary comparative information of the previous year was not available.
Subsequent reports will include the comparative information.

FINANCIAL HIGHLIGHTS
e The Educational Service Center’s assets exceeded its liabilities at June 30, 2003
by $245,986.

e The Educational Service Center’s net assets of governmental activities increased
$50,102 which represents a 20 percent increase from 2002.

e General revenues accounted for $330,324 in revenue or 68 percent of all
revenues. Program specific revenues in the form of charges for services and sales
accounted for $159,014 or 32 percent of total revenues of $489,338.

e The Educational Service Center had $439,236 in expenses related to
governmental activities; $159,014 of these expenses was offset by program
specific charges for services and sales.

USING THIS ANNUAL FINANCIAL REPORT

This annual report consists of a series of financial statements. These statements are
presented so that the reader can understand the Gallia-Vinton Educational Service
Center’s financial situation as a whole and also give a detailed view of the Educational
Service Center’s financial activities.

The Statement of Net Assets and Statement of Activities provide information about the
activities of the Educational Service Center as a whole and present a longer-term view of
the Educational Service Center’s finances. Major 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 the amount of funds available for future spending.



Gallia-Vinton Educational Service Center
Gallia County, Ohio
Management’s Discussion and Analysis
For the Fiscal Year Ended June 30, 2003

The fund financial statements also look at the Educational Service Center’s most
significant funds with all other non-major funds presented in total in one column.

REPORTING THE EDUCATIONAL SERVICE CENTER AS A WHOLE

The analysis of the Educational Service Center as a whole begins with the Statement of
Net Assets and the Statement of Activities. These reports provide information that will
help the reader to determine whether the Educational Service Center is financially
improving or declining as a result of the year’s financial activities. These statements
include all assets and liabilities using the accrual basis of accounting similar to the
accounting used by private sector companies. All current year revenues and expenses are
taken into account regardless of when cash is received or paid.

These two statements report the Educational Service Center’s net assets and changes to
those assets. This change informs the reader whether the Educational Service Center’s
financial position, as a whole, has improved or diminished. In evaluating the overall
financial health, the user of these financial statements needs to take into account non-
financial factors that also impact the Educational Service Center’s financial well-being.
Some of these factors include the condition of capital assets, and required educational
support services to be provided.

In the Statement of Net Assets and the Statement of Activities, the Educational Service
Center has only one kind of activity.
e (Governmental Activities. All of the Educational Service Center’s
programs and services are reported here including support services,
operation and maintenance of capital assets, and pupil transportation.

REPORTING THE EDUCATIONAL SERVICE CENTER’S MOST
SIGNIFICANT FUNDS

Fund Financial Statements

The analysis of the Educational Service Center’s funds begins on page 11. Fund
financial statements provide detailed information about the Educational Service Center’s
major fund — not the Educational Service Center as a whole. Some funds are required by
State law and bond covenants. Other funds may be established by the Treasurer with
approval from the Board to help control, manage and report money received for a
particular purpose or to show that the Educational Service Center is meeting legal
responsibilities for use of grants. The Gallia-Vinton Educational Service Center’s only
major fund is the General fund.

Governmental Funds. All 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 year-end available for spending in future periods. These funds are
reported using the modified accrual basis of accounting, which measures cash and all
other financial assets that can be readily 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 to determine whether there are more or fewer financial resources that
4



Gallia-Vinton Educational Service Center
Gallia County, Ohio
Management’s Discussion and Analysis
For the Fiscal Year Ended June 30, 2003

can be spent in the near future to finance educational support services. The relationship
(or difference) between governmental activities (reported in the Statement of Net Assets
and the Statement of Activities) and governmental funds is reconciled in the financial
statements.

THE EDUCATIONAL SERVICE CENTER AS A WHOLE

As stated previously, 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 2003 compared to 2002.

Table 1
Net Assets
2003 2002

Assets:

Current Assets $319,271 $252,697

Capital Assets, Net 7,688 720
Total Assets 326,959 253,417
Liabilities:

Current and Other Liabilities 27,532 26,358

Long-Term Liabilities 53,441 31,175
Total Liabilities 80,973 57,533
Net Assets:

Invested in Capital Assets, Net of Related Debt 7,688 720

Restricted 89,075 17,734

Unrestricted 149,223 177,430
Total Net Assets $245,986 $195,884

Total net assets of the Educational Service Center as a whole increased $50,102.

Table 2 shows the changes in net assets for the fiscal year ended June 30, 2003. Since
this is the first year the Educational Service Center has prepared financial statements
following GASB Statement No. 34, revenue and expense comparison to fiscal year 2002
are not available.



Gallia-Vinton Educational Service Center
Gallia County, Ohio
Management’s Discussion and Analysis
For the Fiscal Year Ended June 30, 2003

Table 2
Change in Net Assets
2003
Revenues
Program Revenues:

Charges for Services $159,014
Total Program Revenues 159,014
General Revenues:

Grants and Entitlements 304,277

Gifts and Donations 12,664

Investment Earnings 7,203

Other 6,180
Total General Revenues 330,324

Total Revenues 489,338
Program Expenses
Support Services

Pupil 183,923

Instructional Staff 12,566

Board of Education 49,348

Administration 152,945

Fiscal 18,946

Operation and Maintenance of Plant 1,605

Pupil Transportation 1,095

Central 18,808

Total Expenses 439,236
Net Assets at Beginning of Year 195,884
Increase (Decrease) in Net Assets 50,102
Net Assets at End of Year $245,986

Governmental Activities
Charges for services and sales comprised 32 percent of revenue for governmental
activities of the Gallia-Vinton Educational Service Center for fiscal year 2003.

As indicated by governmental program expenses, support services for the benefit of the
pupils is emphasized. Support services for pupils comprised 42 percent of governmental
program expenses with support services for administration comprising 35 percent of
governmental expenses.
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Management’s Discussion and Analysis
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The Statement of Activities shows the cost of program services and the charges for
services and grants offsetting those services. Table 3 shows, for governmental activities,
the total cost of services and the net cost of services. That is, it identifies the cost of these
services supported by unrestricted State entitlements. Comparisons to 2002 have not
been made since they are not available.

Table 3
Total and Net Cost of Program Services
Governmental Activities

2003
Total Cost of  Net Cost of
Services Services
Support Services 439,236 (280,222)
Total Expenses $439,236 ($280,222)

THE EDUCATIONAL SERVICE CENTER’S FUNDS

Major funds are accounted for using the modified accrual basis of accounting. All
governmental funds had total revenues of $489,338 and expenditures of $425,716. The
net change in fund balance for the year was most significant in the General fund.

The fund balance of the General Fund decreased by $7,719. This decrease was primarily
due to the Educational Service Center receiving less in State grant revenue in the current
year than in the prior year.
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CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital Assets

At the end of fiscal year 2003, the Educational Service Center had $7,688 invested in its
capital assets. Table 4 shows the fiscal year 2003 balances compared to 2002.

Table 4
Capital Assets
(Net of Accumulated Depreciation)

Governmental Activities

2003 2002

Furniture and Equipment $7,688 $720

Totals $7,688 $720

Changes in capital assets from the prior year resulted from the addition of a computer and
copier. See Note 6 to the basic financial statements for more detailed information related
to capital assets.

Debt
At June 30, 2003, the Educational Service Center did not have any outstanding debt
obligations.

CONTACTING THE CENTER’S FINANCIAL MANAGEMENT

This financial report is designed to provide our citizens, taxpayers, creditors, and
investors with a general overview of the Educational Service Center’s financial condition
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 financial information, contact
Cindy Hunt, Treasurer, Gallia-Vinton Educational Service Center, P.O. Box 178, Rio
Grande, Ohio 45674



Gallia Vinton Educational Service Center

Statement of Net Assets
June 30, 2003

ASSETS:
Current Assets:
Equity in Pooled Cash and Cash Equivalents
Materials and Supplies Inventory
Prepaid Items
Noncurrent Assets:
Depreciable Capital Assets, net

Total Assets

LIABILITIES:
Current Liabilities:
Accounts Payable
Accrued Wages and Benefits
Intergovernmental Payable
Noncurrent Liabilities:
Long-Term Liabilities:
Due in More Than One Year

Total Liabilities

NET ASSETS:

Invested in Capital Assets, Net of Related Debt
Restricted for Capital Projects

Restricted for Other Purposes

Unrestricted

Total Net Assets

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

Governmental Activities

$311,252
3,550
4,469

7,688

326,959

190
22,648
4,694

53,441

80,973

7,688
3,133
85,942
149,223

$245,986




Governmental Activities:

Support Services:
Pupils
Instructional Staff
Board of Education
Administration
Fiscal
Operation and Maintenance of Plant
Pupil Transportation
Central

Total Governmental Activities

Gallia Vinton Educational Service Center
Statement of Activities
For the Fiscal Year Ended June 30, 2003

Program Revenues

Charges for

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

Expenses Services and Sales Total

$183,923 $68,909 ($115,014)
12,566 1,432 (11,134)
49,348 18,489 (30,859)
152,945 58,040 (94,905)
18,946 7,098 (11,848)
1,605 601 (1,004)
1,095 410 (685)
18,808 4,035 (14,773)
439,236 159,014 (280,222)

General Revenues:
Grants and Entitlements not Restricted to Specific Programs 304,277
Gifts and Donations not Restricted to Specific Programs 12,664
Investment Earnings 7,203
Miscellaneous 6,180
Total General Revenues 330,324
Change in Net Assets 50,102
Net Assets Beginning of Year 195,884
Net Assets End of Year $245,986




ASSETS:

Current Assets:
Equity in Pooled Cash and Cash Equivalents
Materials and Supplies Inventory
Prepaid Items

Total Assets

LIABILITIES:

Current Liabilities:
Accounts Payable
Accrued Wages and Benefits
Intergovernmental Payable

Total Liabilities

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

Total Fund Balances

Total Liabilities and Fund Balances

Gallia Vinton Educational Service Center

Total
Governmental Funds

$311,252
3,550
4,469

319,271

190
22,648
3,500

26,338

21,926

199,997
71,010

Balance Sheet
Governmental Funds
June 30, 2003
Other

General Governmental Funds

$222,177 $89,075

3,550 0

4,469 0

230,196 89,075

190 0

22,648 0

3,500 0

26,338 0

3,861 18,065

199,997 0

0 71,010

203,858 89,075

$230,196 $89,075

292,933

The notes to the financial statements are an integral part of this statement.
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Gallia-Vinton Educational Service Center
Reconciliation of Total Governmental Fund Balances to
Net Assets of Governmental Activities

June 30, 2003

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.

Intergovernmental payable includes contractually required pension
contributions not expected to be paid with expendable available
financial resources and therefore not reported in the funds

Long-Term Liabilities, including bonds, capital lease obligations,
long-term portion of compensated absences are not due and payable
in the current period and therefore are not reported in the funds.
Compensated Absences
Total

Net Assets of Governmental Activities

The notes to the financial statements are an integral part of this statement.
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(53,441)

$292,933

7,688

(1,194)

(53.,441)

$

245,986




Gallia Vinton Educational Service Center

Statement of Revenues, Expenditures and Changes in Fund Balances

Governmental Funds
For the Fiscal Year Ended June 30, 2003

General
REVENUES:
Intergovernmental $211,154
Interest 7,203
Gifts and Donations 12,664
Customer Sales and Services 159,014
Miscellaneous 6,180
Total Revenues 396,215
EXPENDITURES:
Current:
Support Services:
Pupils 180,657
Instructional Staff 3,862
Board of Education 50,098
Administration 135,888
Fiscal 19,958
Operation and Maintenance of Plant 1,605
Pupil Transportation 1,095
Central 10,771
Total Expenditures 403,934
Net Changes in Fund Balance (7,719)
Fund Balance (Deficit) at Beginning of Year 211,577
Fund Balance (Deficit) at End of Year $203,858

The notes to the financial statements are an integral part of this statement.
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All Other
Governmental
Funds

$93,123
0

0
0
0

93,123

8,745
0
5,000
0
0
0
8,037

21,782
71,341
17,734

$89,075

Total
Governmental
Funds

$304,277
7,203
12,664
159,014
6,180

489,338

180,657
12,607
50,098

140,888
19,958

1,605
1,095
18,808

425,716
63,622
229,311

$292,933



Gallia-Vinton 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, 2003

Net Change in Fund Balances - Total Governmental Funds

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

Governmental funds report capital outlays as expenditures. However in the
statement of activities, the cost of those assets is allocated over their
estimated useful lives as depreciation expense. This is the amount by which

depreciation exceeded capital outlays in the current period.
Capital Asset Additions
Current Year Depreciation
Total

Some expenses 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.

Increase in Compensated Absences
Decrease in Intergovernmental Payable
Total

Net Change in Net Assets of Governmental Activities

The notes to the financial statements are an integral part of this statement.
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$63,622
8,387
(1,419)
6,968
(22,266)
1,778
(20,488)
$50,102




REVENUES:
Intergovernmental

Interest

Gifts and Donations
Customer Sales and Services
Miscellaneous

Total Revenues

EXPENDITURES:
Current:
Support Services:
Pupils
Instructional Staff
Board of Education
Administration
Fiscal
Business
Operation and Maintenance of Plant
Pupil Transportation
Central

Total Expenditures
Excess of Revenues Over (Under) Expenditures
Net Change in Fund Balances
Fund Balance (Deficit) at Beginning of Year
Prior Year Encumbrances Appropriated

Fund Balance (Deficit) at End of Year

Gallia Vinton Educational Service Center

Schedule of Revenues, Expenditures and Changes
In Fund Balance - Budget and Actual (Budget Basis)
General Fund

For the Fiscal Year Ended June 30, 2003

Variance with

Budgeted Amounts Final Budget:
Positive
Original Budget Final Budget Actual (Negative)

$214,474 $214,474 $211,154 ($3,320)
7,500 7,500 7,203 297)
12,664 12,664 12,664 0
138,306 138,306 159,014 20,708
6,080 6,080 6,180 100
379,024 379,024 396,215 17,191
185,299 185,299 181,278 4,021
3,862 3,862 3,862 0
71,638 71,638 57,918 13,720
163,000 163,000 136,283 26,717
31,000 31,000 20,172 10,828
0 0 0 0
4,000 4,000 1,605 2,395
2,000 2,000 1,095 905
25,000 25,000 11,207 13,793
485,799 485,799 413,420 72,379
(106,775) (106,775) (17,205) 89,570
(106,775) (106,775) (17,205) 89,570

234,873 234,873 234,873 0

648 648 648 0
$128,746 $128,746 $218,316 $89,570

The notes to the financial statements are an integral part of this statement.
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GALLIA-VINTON EDUCATIONAL SERVICE CENTER
NOTESTO THE BASIC FINANCIAL STATEMENTS
For the Fiscal Y ear Ended June 30, 2003

NOTE 1- DESCRIPTION OF THE ENTITY
Description of the Educational Service Center:

The Gallia-Vinton Educational Service Center (the Educational Service Center) isabody politic and corporate established for the
purpose of exercising therights and privileges conveyed to it by the constitution and laws of the State of Ohio. The Educational
Service Center isa County Educational Service Center as defined by Section 3311.05 of the Ohio Revised Code. The Educational
Service Center isan administrative entity providing supervision and certain other servicesto the local school districtslocated in
Galliaand Vinton Counties. It currently operates under a Governing Board form of government consisting of three (3) members
elected from Vinton County and four (4) members elected from Gallia County.

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

Reporting Entity:

Thereporting entity is comprised of the primary government, component units and other organizationsthat areincluded to ensure
that the financial statements of the Educational Service Center are not misleading. The primary government consists of all funds,
departments, boards and agencies that are not legally separate from the Educational Service Center. For the Educational Service
Center, thisincludes general operations.

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 islegally entitled to or can
otherwise access the organization’ s resources; the Educational Service Center islegally 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 for which the Educational Service
Center approves the budget, the issuance of debt or levying of taxes. Asof June 30, 2003, the Educational Service Center had no
component units.

Thefollowing other jointly governed organizations, which perform activities within the Educational Service Center’s boundaries
for the benefit of itsresidents, are excluded from the accompanying financial statements because the Educational Service Center
isnot financially accountable for these entities nor are they fiscally dependent on the Educational Service Center.

Southeast Ohio Voluntary Education Cooperative (SEOVEC)

Gallia-Jackson-Vinton Joint Vocational School District

Gallia County Local School District

The Educational Service Center also participatesin one public entity risk pool:
Ohio School Boards Association Workers Compensation Group Rating Program

These jointly governed organizations and the public entity risk pool are presented in Note 12 to the basic financial statements.

17



GALLIA-VINTON EDUCATIONAL SERVICE CENTER
NOTESTO THE BASIC FINANCIAL STATEMENTS
For the Fiscal Y ear Ended June 30, 2003

NOTE 2- SUMMARY OF SGNIFICANT ACCOUNTING POLICIES

Thebasic financial statements of the Gallia-Vinton Educational Service Center 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 Standards Board (GASB) is the accepted standard-setting body for establishing governmental accounting and
financial reporting principles. The more significant of the Educational Service Center’s accounting policies are described below.

A. Fund Accounting

The Educational Service Center's accounts are maintained on the basis of funds, each of which is considered a separate accounting
entity. Fund accounting is designed to demonstrate legal compliance and to aid management by segregating transactions related
to specific Center functions or activities. The operation of each fund is accounted for within a separate set of self-balancing
accounts.

Governmental Funds:

Governmental funds are those through which most governmental functionstypically are financed. Governmental funds reporting
focuses on the sources, uses and balances of current financial resources. Expendable assets are assigned to the various
governmental funds according to the purpose 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 isthe Educationa Service Center’s major governmental fund:

General Fund - The General Fund isthe general operating fund of the School District and is used to account for
all financial resources except those required to be accounted for in another fund. The General Fund isavailableto
the Educational Service Center for any purpose provided it is expended or transferred according to the school laws
of Ohio.

The other governmental funds of the Center account for grants and other resources, and capital projects, whose useis restricted
to aparticular purpose.

B. Basisof Presentation

The Educational Service Center’sbasic 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.

18



GALLIA-VINTON EDUCATIONAL SERVICE CENTER
NOTESTO THE BASIC FINANCIAL STATEMENTS
For the Fiscal Y ear Ended June 30, 2003

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 asawhole.
These statements include the financial activities of the primary government.

The statement of net assets presents the financial condition of governmental activities of the Center at year-end. The statement
of activities presents a comparison between direct expenses and program revenues for each program or function of the Center’s
governmental activities. Direct expenses are those that are specifically associated with a service, program or department and
therefore clearly identifiable to a particular function. Program revenues include charges paid by the recipient of the goods or
services offered by the program. Revenues which are not classified as program revenues are presented as general revenues of
the Center. 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 year, the Educational Service Center segregates transactions related to certain Center functions or activitiesin separate
fundsin order to aid financial management and to demonstrate legal compliance. Fund financial statements are designed to present
financial information of the Center at this more detailed level. The focus of fund financia statementsis on major funds rather than
reporting funds by type. Each major fund is presented in a separate column. Non-major funds are aggregated and presented in
asingle column.

C. Measurement Focus and Basis of Accounting:

Government-wide Financial Statements - The government-wide financial statements are prepared using the economic resources
measurement focus. All assetsand all liabilities associated with the operation of the Educational Service Center areincluded on
the statement of net assets. The Statement of Activities presentsincreases (i.e. revenues) and decreases (i.e. expenses) in total
net assets.

Fund Financial Statements - All governmental funds are accounted for using aflow 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 financial statements are prepared using the accrual basis of accounting. The fund financial
statements are prepared using the modified accrual basis of accounting for governmental funds. Differencesin the accrual and
modified accrual basis of accounting arise in the recognition of revenue, the recording of deferred revenue, and in the presentation
of expenses versus expenditures.
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NOTE 2- SUMMARY OF SGNIFICANT ACCOUNTING POLICIES (Continued)

Revenues— Exchange and Non-exchange T ransactions - Revenue resulting from exchange transactions, in which each party gives
and receives essentially equal value, isrecorded on the accrual basis when the exchange takes place. On amodified accrua basis,
revenue is recorded in the fiscal year in which the resources are measurable and become available. "Measurable" means the
amount of the transaction can be determined, and “ available” means that the resources will be collected 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 year-end.

Non-exchange transactions, in which the Educational Service Center receives value without directly giving equal valuein 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 satisfied. Eligibility requirementsinclude timing requirements that specify the year
when the resources are required to be used or the fiscal year when use is first permitted. Eligibility requirements also include
matching requirements, in which the Center must provide local resources to be used for a specified purpose, and expenditure
reguirements, in which the resources are provided to the Center on areimbursement basis. On amodified accrual basis, revenue
from non-exchange transactions must also be available before it can be recogni zed.

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

Expenses/Expenditures- On the accrual basis of accounting, expenses are recognized at thetimethey areincurred. The focus
of modified accrual basis accounting is on decreasesin net financial resources (expenditures) rather than expenses. Expenditures
are generally recognized in the accounting period in which the related fund liability isincurred, if measurable, except for the costs
of accumulated unpaid vacation, personal leave and sick leave. They are reported as fund liabilitiesin the period in which they
will be liquidated with available financial resources rather than in the period earned by employees. Allocations of cost, such as
depreciation and amortization, are not recognized in governmental funds.

D. Budgetary Data

Upon review by the Educational Service Center’s Governing Board, the annual appropriation resolution isadopted. The annual
appropriation resolution is enacted by the Educational Service Center at the fund, function, and object level of expenditures, which
isthelegal level of budgetary control.

Encumbrances:

Encumbrance accounting is utilized by the Educational Service Center for all fundsin the normal course of operationsfor purchase
orders and contract related expenditures. An encumbranceis areserve on the available spending authority due to acommitment
for afuture expenditure and does not represent aliability. On the fund financial statements encumbrances outstanding at fiscal
year-end are reported as areservation of fund balance for subsequent year expenditures for governmental funds. A reserve for
encumbrances is not reported on the government-wide financial statements. Encumbrances are reported as part of
expenditures/expenses on a non-GAAP budgetary basis in the Statement of Revenues, Expenditures, and Changes in Fund
Balance-Budget and Actual (Budget Basis) for the General Fund.

Lapsing of Appropriations:
At the close of each fiscal 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.
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NOTE 2- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES(Continued)

E. Cash and Cash Equivalents

Cash received by the Educational Service Center is deposited into one of several bank accounts with individual fund balance
integrity maintained. Balances of all funds are maintained in these accounts or are temporarily used to purchase certificates of
deposit or investments. All investment earnings accrue to the General Fund except those specifically related to those funds
deemed appropriate according to Board of Education policy. Interest earned amounted to $7,203 which was recorded in the General
Fund. Thefund'sinterest is presented as “Equity in Pooled Cash and Cash Equivalents" on the combined balance sheet. During
fiscal year 2003, the Center did not have any investments.

F. Inventory

Inventories are presented at cost on afirst-in, first-out basis and are expended/expensed when used. Inventories consist of
expendable supplies held for consumption.

G. Prepaidltems

Payments made to vendors for services that will benefit periods beyond June 30, 2003, are recorded as prepaid items using the
consumption method by recording a current asset for the prepaid amount and reflecting the expenditure/expense in the year in
which services are consumed.

H. Capital Assetsand Depreciation

All capital assets of the Educational Service Center are general capital assets that are associated with governmental activities.
General capital assets result from expendituresin the governmental funds. These assets are reported in the governmental activities
column of the government-wide statement of net assets, but are not reported in the fund financial statements

All capital assets are capitalized at cost (or estimated historical cost) and updated for additions and retirements during the year.
Donated fixed assets are recorded at their fair market values as of the date received. The Educational Service Center maintainsa
capitalization threshold of $1,000. The Educational Service Center does not possess any infrastructure.

Improvements are capitalized; the costs of normal maintenance and repairs that do not add to the value of the asset or materially
extend an asset’ s life are not.

All reported capital assets except land and construction in progress are depreciated. |mprovements are depreciated over the
remaining useful lives of the related capital assets. Depreciation iscomputed using the straight-line method over the following
useful lives:

Description Estimated Lives

Furniture and Equipment 5-10 years
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NOTE 2- SUMMARY OF SSIGNIFICANT ACCOUNTING POLICIES (Continued)
I. Compensated Absences

Vacation and personal leave benefits are accrued as a liability as the benefits are earned if the employee’s rights to receive
compensation are attributable to services already rendered and it is probable that the Educational Service Center will compensate
its employees for the benefits through paid time off or some other means. The Educational Service Center records aliability for
accumulated unused vacation time when earned for all employees with more than one year of service. Sick leave benefits are
accrued asaliability using the vesting method. Theliability includes the employees who are currently eligible to receive severance
benefits and the employees the Service Center has identified as probable of receiving payment in the future. The Service Center
records an accrual for sick leave for all employeeswith six years or more of service. The accrua amount is based upon accumulated
sick leave and employees’ wage rates at year-end, taking into consideration any limits specified in the Educational Service Center's
severance policy.

The entire compensated absence liability is reported on the government-wide financial statements.

On the governmental fund financial statements, compensated absences are recognized as liabilities and expenditures as payments
come due each period upon the occurrence of employee resignations and retirements. These amounts are recorded in the account
“compensated absences payable” in the fund from which the employee will be paid.

J. Accrued Liabilitiesand Long-Term Obligations
All payables, accrued liabilities and long-term obligations are reported in the government-wide financial statements,

In general, governmental fund payables and accrued liabilities, once incurred, that are paid in full and in atimely manner from
current financial resources, are reported as obligations of the funds. However, compensated absences, contractually required
pension contributions and special termination benefits that will be paid from governmental funds are reported as aliability in the
fund financial statements only to the extent that they are due for payment in the current year.

K. Net Assets

Net assets represent the difference between assets and liabilities. Net assetsinvested in capital assets, net of related debt consist
of capital assets, net of accumulated depreciation, reduced by the outstanding balances of any borrowings used for the
acquisition, construction or improvements of those assets. Net assets are reported as restricted when there are limitations imposed
on their use either through the enabling legislation adopted by the Educational Service Center or through external restrictions
imposed by creditors, grantors or laws, or regul ations of other governments.

The Educational Service Center applies restricted resources when an expenseisincurred for purposes for which both restricted
and unrestricted net assets are available.

L. Fund Balance Reserves

Reserved fund balances indicate that portion of fund equity, which is not available for current appropriation or is legally
segregated for a specific use. Fund balances are reserved for encumbrances. The unreserved, undesignated portions of fund
equity reflected for Governmental Funds are available for use within the specific purpose of those funds.

M. Estimates

The preparation of financial statementsin conformity with generally accepted accounting principles requires management to make

estimates and assumptions that affect the amounts reported on the financial statements and accompanying notes. Actual results
may differ from those estimates.
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NOTE 3 — CHANGE IN ACCOUNTING PRINCIPLE AND RESTATEMENT OF FUND BALANCE
Changes in Accounting Principles

For the Fiscal year 2003, the Educational Service Center has presented for the first time financial statements in
accordance with generally accepted accounting principles (GAAP). In conjunction with this presentation, the Center has
changed its basis of accounting from the cash basis to the GAAP basis. The Center also early implemented Governmental
Accounting Standards Board (GASB) Statement No. 34, “Basic Financial Statements — and Management’s Discussion
and Analysis — for State and Local Governments”, GASB Statement No. 37, “Basic Financial Statements for State and
Local Governments : Omnibus”, GASB Statement No. 38, “Certain Financial Statement Note Disclosures”, and GASB
Interpretation No. 6, “Recognition and Measurement of Certain Liabilities and Expenditures in Government Fund
Financial Statements.” GASB Statement No. 34 creates new basic financial statements for reporting on the Educational
Service Center’s financial activities. The financial statements now include government-wide financial statements prepared
on an accrual basis of accounting and fund financial statements which present information for individual major funds
rather than by fund type. Non-major funds are presented in total in one column.

The restated fund balance amount for government programs reflects the change in fund balance for governmental funds at
June 30, 2002, caused by the conversion to the accrual basis of accounting.

The implementation of these Statements and the change from cash to GAAP basis reporting required that certain
adjustments be recorded to the June 30, 2002, fund balances of major and non-major funds of the Center as they were
previously reported. The transition from governmental fund balance to net assets of the governmental activities is also
presented.

General Non-major Total

Fund Balances, June 30, 2002 $235,522 $17,734 $253,256

Adjustments necessary to comply with GAAP (23,945) 0 (23,945)
Restated Fund Balances, June 30, 2002 $211,577 $17,734 $229.311
Adjustments necessary to comply with GASB 34 (33,427)
Government Activities Net Assets, June 30, 2002 $195,884

NOTE 4 - BUDGETARY BASIS OF ACCOUNTING

While the Gallia-Vinton Educational Service Center 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 Statement of Revenues, Expenditures and Changes in Fund Balances - Budget and
Actual (Budget Basis) for the General Fund 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).

2. Expenditures/expenses are recorded when paid in cash (budget basis) as opposed to when the liability is incurred
(GAAP basis).

3.  Encumbrances are treated as expenditures/expenses for all funds (budget basis) rather than as a reservation of
fund balance for governmental fund (GAAP basis).

4. Advances-In and Advances-Out are operating transactions (budget basis) as opposed to balance sheet
transactions (GAAP basis).
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NOTE 4 - BUDGETARY BASIS OF ACCOUNTING (Continued)

The following tables summarize the adjustments necessary to reconcile the GAAP and budgetary basis statements for the
General Fund:

Net Change in Fund Balance

_ General

GAAP Basis ($7,719)
Adjustments:

Expenditure Accruals (5,625)

Encumbrances (3.861)

Budget Basis ($17.,205)

NOTE 5 - DEPOSITS AND INVESTMENTS
State statutes classify monies held by the Gallia-Vinton Educational Service Center into three categories.

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

Inactive deposits are public deposits that the Educational Service Center has identified as not required for use within the
current two-year period of designation of depositories. Inactive deposits must either be evidenced by certificates of deposit
maturing not later than the end of the current period of designation of depositories, or by savings or deposit accounts
including, but not limited to, passbook accounts.

Interim deposits are deposits of interim monies. Interim monies are those monies that 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 certificate of deposits maturing not more than one year from the date of deposit or by savings or deposit
accounts including passbook accounts.

Protection of the Educational Service Center’s deposits is provided by the Federal Deposit Insurance Corporation, by
eligible securities pledged by the financial institution as security for repayment, by surety company bonds deposited with
the treasurer by the financial institution or by a single collateral 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 as to principal and interest by the Untied States;

2. Bonds, notes, debentures, or 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;
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NOTE 5- DEPOSI TSAND INVESTMENTS (Continued)

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

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

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

6. The State Treasurer'sinvestment pool (STAROhio); and

7. Certain bankers' acceptances and commercial paper notes for a period not to exceed one hundred and eighty
daysin an amount not to exceed twenty-five percent of interim monies available for investment at any one time.

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

Investments in stripped principal or interest obligations, reverse repurchase agreements and derivatives are prohibited. The
issuance of taxable notes for the purpose of arbitrage, the use of leverage and short selling are also prohibited. Aninvestment
must mature within five years from the date of purchase unless matched to a specific obligation or debt of the Educational Service
Center, and must be purchased with the expectation that it will be held to maturity. Investments may only be made through
specified dealers and institutions. Payment for investments may be made only upon delivery of the securities representing the
investments to the Treasurer or, if the securities are not represented by a certificate, upon receipt of confirmation of transfer from
the custodian.

Thefollowing information classifies deposits and investments by categories of risk asdefined in GASB Statement 3, Deposits with
Financial Institutions, Investments and Rever se Repurchase Agreements.

Deposits:

At fiscal year end, the carrying amount of the Educational Service Center's deposits was $311,252 and the bank balance was
$320,142. Of the bank balance $100,000 was covered by federal depository insurance. The remaining balance was uninsured and
uncollateralized. Although the securities serving as collateral were held by the pledging institution in the pledging institution’s
name and all State statutory requirements for the deposit of money had been followed, noncompliance with federal requirements
would potentially subject the Service Center to asuccessful claim by the Federal Deposit I nsurance Corporation.

The classification of cash and cash equivalents on the basic financial statementsisbased on criteriaset forthin GASB Statement
No. 9, Reporting Cash Flows of Proprietary and Nonexpendable Trust Funds and Gover nmental Entities That Use Proprietary
Fund Accounting. Cash and cash equivalents are defined to include investments included within the Service Center’s cash
management pool and investments with a maturity date of three months or less.
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NOTE 6- CAPITAL ASSETS

Capital assets activity for the fiscal year ended June 30, 2003, was as follows:

Ending Ending
Balance Balance
06/30/02 Additions Deletions 06/30/03
Governmental Activities
Capital Assets Being Depreciated

Furniture and Equipment $4,453 $8,387 $0 $12,840
Total Capital Assets, Being Depreciated 4,453 8,387 0 12,840
Less Accumulated Depreciation:

Furniture and Equipment (3,733) (1,419 0 (5,152
Total Accumulated Depreciation (3,733 (1,419 0 (5152
Total Capital Assets Being Depreciated, Net 720 6,968 0 7,688
Governmental Activities Capital Assets, Net $720 $6,968 $0 $7,688

* Depreciation expense was charged to governmental functions asfollows:

Support Services:
Administration $1,419

Total Depreciation Expense $1,419

NOTE 7 - RISK MANAGEMENT

A. Property and Liability

The Educational Service Center is exposed to various risks of loss related to tort, theft of, damage to, and destruction of assets,
errors and omissions, injuries to employees, and natural disasters. During fiscal year 2003, the Educational Service Center

contracted with Nationwide Insurance Company for property insurance coverage. The policiesinclude a $500 deductible.

Professional and general liability is protected by the Nationwide Insurance Company with a$1,000,000 single occurrence limit with
a $5,000,000 aggregate and no deductible.

The Educational Service Center paysthe State Workers' Compensation System a premium based on arate per $100 salaries. This
rateis calculated based on accident history and administrative costs.

The Educational Service Center has had no significant reductionsin any of itsinsurance coverage from that maintained in prior

years. Additionally, there have been no insurance settlements that have exceeded insurance coverage in any of the past three
years.
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NOTE 7 - RISK MANAGEMENT (Continued)
B. Workers Compensation

For the fiscal year 2003, the Educational Service Center participates in the Ohio School Boards Association Workers'
Compensation Group Rating Program (GRP), an insurance purchasing pool (Note 12). The intent of the GRP is to achieve the
benefit of a reduced premium for the Educational Service Center by virtue of its grouping and representation with other
participants in the GRP. The workers compensation experience of the participant’s is calculated as one experience and a
common premium rate is applied to all participants in the GRP. Each participant pays its workers' compensation premium to the
State based on the rate for the GRP rather than its individual rate. Total savings are then calculated and each participant's
individual performance is compared to the overall saving percentage of the GRP. A participant will then either receive money
from or be required to contribute to the "Equity Pooling Fund". This "equity pooling" arrangement ensures that each participant
shares equally in the overall performance of the GRP. Participation in the GRP is limited to participant’s that can meet the
GRP's selection criteria. The firm of GatesMcDonald & Co. provides administrative, cost control and actuarial services to the
GRP.

C. Employee Medical Benefits

The Educational Service Center provides health and major medical and prescription drug insurance for all eligible employees
through United Health Care. The Center pays monthly premiums of up to $913.20 for family coverage and up to $334.38 for
individual coverage. Premiums are paid from the same funds that pay the employees' salaries.

The Educational Service Center provides life insurance and accidental death and dismemberment insurance to some employees
through Medical Life Insurance Group in the amount of $25,000 for classified employees, $20,000 for certified employees, and
twice the salary amount for each administrator.

Dental coverage is provided through Anthem Insurance. The Educational Service Center pays 100% of the premium for
certified and non-certified employees. Monthly premiums for the dental coverage are $44.74 monthly for family and $16.57 for
single coverage.

NOTE 8 - DEFINED BENEFIT PENSION PLANS
School Employees Retirement System

The Educational Service Center contributes to the School Employees Retirement System of Ohio (SERS), a cost-sharing
multiple employer defined benefit pension plan. SERS provides retirement and disability benefits, annual cost-of-living
adjustments, and death benefits to plan members and beneficiaries. Authority to establish and amend benefits is provided by
Chapter 3309 of the Ohio Revised Code. SERS issues a publicly available, stand-alone financial report that includes financial
statements and required supplementary information. That report may be obtained by writing to the School Employees
Retirement System, 300 East Broad Street, Suite 100, Columbus, Ohio 43215-3746 or by calling (614)222-5853.

Plan members are required to contribute 9 percent of their annual covered salary and the Educational Service Center is required
to contribute at an actuarially determined rate. The current rate is 14 percent of annual covered payroll. A portion of the
Educational Service Center’s contribution is used to fund pension obligations with the remainder being used to fund health care
benefits; for fiscal year 2003, 8.17 percent of annual covered salary was the portion used to fund pension obligations. For fiscal
year 2002, 5.46 percent of annual covered salary was the portion used to fund pension obligations. The contribution
requirements of plan members and employers are established and may be amended, up to a statutory maximum amounts, by the
SERS’ Retirement Board. The Educational Service Center’s required contributions for pension obligations to SERS for the
fiscal years ended June 30, 2003, 2002, and 2001 were $6,725, $4,807, and $11,113, respectively; 92.4 percent has been
contributed for fiscal year 2003 and 100 percent for fiscal years 2002 and 2001.
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NOTE 8 - DEFINED BENEFIT PENSION PLANS — (Continued)
State Teachers Retirement System

The Educational Service Center 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 to members and death and
survivor benefits to beneficiaries. STRS issues a publicly available, stand-alone financial 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 or by calling (614)227-4090.

New members have a choice of three retirement plans, a Defined Benefit (DB) Plan, a Defined Contribution (DC) Plan and a
Combined Plan. The DB plan offers an annual retirement allowance based on final average salary times a percentage that varies
based on years of service, or an allowance based on member contributions and earned interest matched by STRS Ohio funds
times an actuarially determined annuity factor. The DC Plan allows members to place all their member contributions and
employer contributions equal to 10.5% of earned compensation into an investment account. Investment decisions are made by
the member. A member is eligible to receive a retirement benefit at age 50 and termination of employment. The Combined
Plan offers features of both the DC Plan and the DB Plan. In the Combined Plan, member contributions are invested by the
member, and employer contributions are used to fund the defined benefit payment at a reduced level from the regular DB Plan.
DC and Combined Plan members will transfer to the Defined Benefit Plan during their fifth year of membership unless they
permanently select the DC of Combined Plan. Existing members with less than five years of service credit as of June 30, 2001,
were given the option of making a one time irrevocable decision to transfer their balances from the existing DB Plan into the
DC Plan or the Combined Plan. This option expired on December 31, 2001. Benefits are established by Chapter 3307 of the
Ohio Revised Code.

A DB or Combined Plan member with five or more years credited service who becomes disabled may qualify for a disability
benefit. Eligible spouses and dependents of these active members who die before retirement may qualify for survivor benefits.
Members in the DC Plan who become disabled are entitled only to their account balance. If a member dies before retirement
benefits begin, the member’s designated beneficiary is entitled to receive the ember’s account balance.

For the fiscal year ended June 30, 2003, plan members were required to contribute 9.3 percent of their annual covered salaries.
The Educational Service Center was required to contribute 14 percent; 13 percent was the portion used to fund pension
obligations. For fiscal year 2002, the portion used to fund pension obligations was 9.5 percent. Contribution rates are
established by the STRS, upon recommendations of its consulting actuary, not to exceed statutory maximum rates of 10 percent
for members and 14 percent for employers. The Educational Service Center’s required contributions for pension obligations for
the fiscal years ended June 30, 2003, 2002, and 2001 were $24,821, $18,525, and $15,145, respectively; 95 percent has been
contributed for fiscal year 2003 and 100 percent for fiscal years 2002 and 2001. Contributions to the DC and Combined Plans
for fiscal year 2003 were $23,560 made by the Educational Service Center and $16,488 made by plan members.

NOTE 9 - POST-EMPLOYMENT BENEFITS

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

All STRS benefit recipients and sponsored dependents are eligible for healthcare coverage. The STRS 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 the coverage paid from STRS funds shall be
included in the employer contribution rate, currently 14 percent of covered payroll. For the fiscal year ended June 30, 2003, the
STRS Board allocated employer contributions equal to 1 percent of covered payroll to the Health Care Reserve Fund. For the
Educational Service Center, this amount equaled $29,506 during the 2003 fiscal year.
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NOTE 9 - POST-EMPLOYMENT BENEFITS - (Continued)

STRS pays health care benefits from the Health Care Reserve Fund. At June 30, 2002 (the latest information available) the
balance in the Fund was $3,011 million. For the year ended June 30, 2002, net health care costs paid by STRS were
$354,697,000 and STRS had 105,300 eligible benefit recipients. For SERS, coverage is made available to service retirees with
ten or more years of qualifying service credit, and to disability and survivor benefit recipients. Members retiring on or after
August 1, 1989 with less than twenty-five years of service credit must pay a portion of their premium for health care. The
portion is based on years of service up to a maximum of 75 percent of the premium.

After the allocation for basic benefits, the remainder of the employer’s 14 percent contribution is allocated to providing health
care benefits. For the fiscal year ended June 30, 2003, employer contributions to fund health care benefits were 5.83 percent of
covered payroll. In addition, SERS levies a surcharge to fund health care benefits equal to 14 percent of the difference between
minimum pay and the member's pay, pro-rated for partial service credit. For fiscal year 2003, the minimum pay has been
established as $14,500. For the Educational Service Center, the amount to fund health care benefits, including surcharge,
equaled $12,568 during the 2003 fiscal year.

The surcharge, added to the unallocated portion of the 14 percent employer contribution rate, provides for maintenance of the
asset target level for the health care fund. The target level for the health care reserve is 150 percent of annual health care
expenses. Expenses for health care at June 30, 2003 (the latest information available) were $204,930,737 and the target level
was $307.4 million. At June 30, 2003, SERS had net assets available for payment of health care costs of $303.6 million. SERS
had approximately 50,000 participants currently receiving health care benefits.

NOTE 10 - OTHER EMPLOYEE BENEFITS
Compensated Absences

The criteria for determining vacation and sick leave benefits are derived from negotiated agreements and State laws. Classified
employees and administrators who are contracted to work 260 days per year earn ten to twenty days of vacation per year,
depending upon length of service. Accumulated unused vacation time is paid to classified employees upon termination of
employment. Teachers and administrators who work less than 260 days per year do not earn vacation time. Teachers,
administrators, and classified employees earn sick leave at the rate of one and one-fourth days per month and may accumulate
up to 15 days per year. Upon retirement, after six (6) years of service, any employee will receive payment for one-third of
accrued sick leave up to a maximum of fifty (50) days.

NOTE 11 - LONG-TERM OBLIGATIONS
Changes in long-term obligations of the Educational Service Center during fiscal year 2003 were as follows:
Balance Balance

Outstanding Outstanding
At June 30, 2002 Additions Deletions At June 30, 2003

Compensated Absences $31,175 $22.266 $0 $53,441

Compensated absences reported in the "compensated absences payable" account will be paid from the fund from which the
employee is paid.
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NOTE 12 - JOINTLY GOVERNED ORGANIZATIONS & PUBLIC ENTITY RISK POOL
A. Jointly Governed Organizations

Southeast Ohio Voluntary Education Cooperative- The Southeast Ohio Voluntary Education Cooperative (SEOVEC) was created
asaregional council of governments pursuant to State statutes. SEOVEC is acomputer consortium formed for the purpose of
applying modern technology with the aid of computers and other electronic equipment to administrative and instructional
functions among member school districts. SEOVEC has 38 participants consisting of 30 districts and 8 educational service centers.
SEOVEC isgoverned by a governing board, which is selected by the member districts. SEOVEC possesses its own budgeting
and taxing authority. To obtain financial information write to Southeast Ohio Voluntary Educational Consortium, Bobbi Weidner,
Treasurer, at 221 North Columbus Road, Athens, Ohio 45701.

Gallia-Jackson-Vinton Joint Vocational School District —Gallia-Jackson-Vinton Joint Vocational School isadistinct political
subdivision of the State of Ohio operated under the direction of a Board comprised of eleven members appointed by the
participating schools, which possesses its own budgeting and taxing authority. To obtain financial information writeto the Gallia,
Jackson, Vinton Joint Vocational School, Donalyn Smith, who serves as Treasurer, at 351 Buckeye Hills Road, Rio Grande, Ohio
45674,

Gallia County Local School District - GalliaCounty Local School District isajointly governed organization providing educational
services as authorized by State statute and/or federal guidelines. The School District is governed by alocally elected Board of
Education comprised of five members. The board controls the financial activity of the School District’s eight (8) instructional
support facilities and reports to the Ohio Department of Education and the Auditor of State of Ohio. To obtain financial
information write to the Gallia County Local School District, Sandra Foster, who serves as Treasurer, at 230 Shawnee Lane,
Galipolis, Ohio 45631.

B. Public Entity Risk Pool

Ohio School Boards Association Workers' Compensation Group Rating Program - The Educational Service Center participates
in the Ohio School Boards A ssociation Workers Compensation Group Rating Program (GRP), an insurance purchasing pool. The
GRP's business and affairs are conducted by athree member Board of Directors consisting of the President, the President-El ect
and the Immediate Past President of the Ohio School Boards Association. The Executive Director of the OSBA, or his designee,
serves as coordinator of the program. Each year, the participating school districts pay an enrollment fee to the GRP to cover the
costs of administering the program.

NOTE 13- STATE SCHOOL FUNDING DECISION

On December 11, 2002, the Ohio Supreme Court issued its latest opinion regarding the State’ s school funding plan. The decision
reaffirmed the earlier decisions that Ohio’s current school-funding decision is unconstitutional. The Supreme Court relinguished
jurisdiction over the case and directed “ ... the Ohio General Assembly to enact a school-funding scheme that is thorough and
efficient...”

The Educational Service Center is currently unable to determine what effect, if any, this decision will have on its future State
funding and on its financial operations.
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NOTESTO THE BASIC FINANCIAL STATEMENTS
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NOTE 14 - CONTINGENCIES

Grants:

The Educational Service Center received financial assistance from federal and state agencies in the form of grants. The
disbursement of funds received under these programs generally requires compliance with terms and conditions specified in the
grant agreements and is subject to audit by the grantor agencies. Any disallowed claims resulting from such audits could become
aliability of the general fund or other applicable funds. However, in the opinion of management, any such disallowed claims will
not have amaterial adverse effect on the overall financial position of the Educational Service Center at June 30, 2003.

Litigation:

The Gallia-Vinton Educational Service Center currently has apending lawsuit. However, the Center management believes that
thislawsuit will not have amaterial effect on their financial statements.
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Auditor of State
Betty Montgomery

INDEPENDENT ACCOUNTANTS’ REPORT ON COMPLIANCE AND ON
INTERNAL CONTROL REQUIRED BY GOVERNMENT AUDITING STANDARDS

Gallia-Vinton Educational Service Center
Gallia County

P.O.Box 178

Rio Grande, Ohio 45674

We have audited the basic financial statements of Gallia-Vinton Educational Service Center, Gallia County, Ohio
(the Educational Service Center) as of and for the year ended June 30, 2003, and have issued our report thereon
dated February 4, 2004, wherein we noted the Educational Service Center has adopted Governmental
Accounting Statements No. 34, 37 and 38 and Interpretation 6. 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 Government Auditing Standards, issued by the Comptroller General of the United States.

Compliance

As part of obtaining reasonable assurance about whether the Educational Service Center's basic financial
statements are free of material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts and grants, noncompliance with which could have a direct and 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. However, we noted an immaterial instance of noncompliance that we have reported to management
of the Educational Service Center in a separate letter dated February 4, 2004.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered Educational Service Center’s internal control over financial
reporting in order to determine our auditing procedures for the purpose of expressing our opinion on the basic
financial statements and not to provide assurance on the internal control over financial reporting. Our
consideration of the internal control over financial reporting would not necessarily disclose all matters in the
internal control over financial reporting that might be material weaknesses. A material weakness is a condition in
which the design or operation of one or more of the internal control components does not reduce to a relatively
low level the risk that misstatements in amounts that would be material in relation to the financial statements
being audited may occur and not be detected within a timely period by employees in the normal course of
performing their assigned functions. We noted no matters involving the internal control over financial reporting
and its operation that we consider to be material weaknesses.

743 E. State St. / Athens Mall Suite B / Athens, OH 45701
Telephone: (740) 594-3300 (800) 441-1389 Fax: (740) 594-2110
www.auditor.state.oh.us
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Gallia-Vinton Educational Service Center

Independent Accountants’ Report on Compliance and on Internal
Controls Required by Government Auditing Standards

Page 2

This report is intended for the information and use of management and the Governing Board, and is not
intended to be and should not be used by anyone other than these specified parties.

Tty Iwtgmany

Betty Montgomery
Auditor of State

February 4, 2004
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GALLIA-VINTON EDUCATIONAL SERVICE CENTER
GALLIA COUNTY

SCHEDULE OF PRIOR AUDIT FINDINGS
JUNE 30, 2003

Not Corrected, Partially Corrected;
Significantly Different Corrective

Finding Finding Fully Action Taken; or Finding No Longer
Number Summary Corrected? | Valid; Explain:
2002-001 Ohio Admin. Code Section 117-2- Yes Corrected

03(B) and Ohio Rev. Code Section
117.38 requires the Educational
Service Center to file its annual
financial report pursuant to
accounting principles generally
accepted in the United States of
America. The Service Center filed
on the cash-basis for fiscal year
2002.
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88 Fast Broad Street
P.O. Box 1140

Auditor of State Columbus, Ohio 43216-1140
Telephone  614-466-4514
Betty Montgomery P 400.282.0370

Facsimile  614-466-4490

GALLIA-VINTON EDUCATIONAL SERVICE CENTER

GALLIA 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
MARCH 16, 2004
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