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REPORT OF INDEPENDENT ACCOUNTANTS 
 
Jefferson Educational Service Center 
Jefferson County 
2023 Sunset Boulevard 
Steubenville, Ohio  43952 
 
To the Board of Education: 
 
We have audited the accompanying general-purpose financial statements of the Jefferson Educational 
Service Center, Jefferson County, (the Center) as of and for the year ended June 30, 2001, as listed in 
the table of contents. These general-purpose financial statements are the responsibility of the Center’s 
management.  Our responsibility is to express an opinion on these general-purpose 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 opinion. 
 
In our opinion, the general-purpose financial statements referred to above present fairly, in all material 
respects, the financial position of the Center, as of June 30, 2001, and the results of its operations and 
the cash flows of its proprietary fund type and nonexpendable trust funds for the year ended in conformity 
with accounting principles generally accepted in the United States of America.  
 
In accordance with Government Auditing Standards, we have also issued our report dated December 3, 
2002 on our consideration of the 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. 
 
 
 
 
 
Jim Petro 
Auditor of State 
 
December 3, 2002 
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JEFFERSON EDUCATIONAL SERVICE CENTER
JEFFERSON COUNTY, OHIO
COMBINED BALANCE SHEET

ALL FUND TYPES AND ACCOUNT GROUPS
JUNE 30, 2001

Proprietary Fiduciary
Governmental Fund Types Fund Type Fund Type Account Groups

General General Total
Special Internal  Fixed Long-Term (Memorandum

General Revenue Service Trust Assets Obligations Only)
ASSETS AND OTHER DEBITS

ASSETS:
  Equity in pooled cash and 
    cash equivalents.  .  .  .  .  .  .  .  .  .  .  .  .  . $534,808 $1,056,634 $141,100 $452,467 $2,185,009
  Equity in pooled cash and cash
    equivalents - nonexpendable trust fund.  . 13,161 13,161
  Cash with fiscal agent  .  .  .  .  .  .  .  .  .  .  . 47,769 47,769
  Cash and investments
      in segregated accounts.  .  .  .  .  .  .  .  .  . 10,122,928 10,122,928
  Receivables (net of allowances
    for uncollectibles):
    Accounts  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 3,584 3,584
    Accrued interest.  .  .  .  .  .  .  .  .  .  .  .  .  . 2,547 71,379 73,926
    Interfund loans .  .  .  .  .  .  .  .  .  .  .  .  .  .   1,256 1,256
  Due from other governments .  . .  .  .  .  .  . 177,616 1,899 90,766 270,281
  Prepayments .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 4,296 97 4,393
  Materials and supplies inventory.  .  .  .  .  . 2,892 2,892
  Property, plant and equipment (net  
    of accumulated depreciation where  
    applicable)  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . $82,348 82,348

OTHER DEBITS:  
  Amount to be provided for retirement of  
    general long-term obligations  .  .  .  .  .  . $186,557 186,557

Total assets and other debits  .  .  .  .  .  .  .  . $725,743 $1,058,630 $279,635 $10,661,191 $82,348 $186,557 $12,994,104

LIABILITIES, EQUITY 
AND OTHER CREDITS

LIABILITIES:
  Accounts payable .  .  .  .  .  .  .  .  .  .  .  .  . $57,325 $2,610 $59,935
  Accrued wages and benefits.  .  .  .  .  .  .  . 91,813 4,641 96,454
  Compensated absences payable.  .  .  .  .  . 17,246 $183,787 201,033
  Pension obligation payable .  .  .  .  .  .  .  . 10,300 2,770 13,070
  Deferred revenue .  .  .  .  .  .  .  .  .  .  .  .  . 103,099 103,099
  Interfund loans payable .  .  .  .  .  .  .  .  .  . $1,256 1,256
  Claims payable  .  .  .  .  .  .  .  .  .  .  .  .  .  . 90,561 90,561

Total liabilities   .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 279,783 7,251 91,817   186,557 565,408

EQUITY AND OTHER CREDITS:
  Investment in general fixed assets  .  .  .  .  . $82,348 82,348
  Amount available for individual
     investment account participants.  .  .  .  .  . $10,647,983 10,647,983
  Retained earnings: unreserved  .  .  .  .  .  .  . 187,818 187,818
  Fund balances:  
    Reserved for encumbrances .  .  .  .  .  .  .  . 35,199 259,980 295,179
    Reserved for materials and supplies  
        inventory .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 2,892 2,892
    Reserved for prepayments.  .  .  .  .  .  .  .  . 4,296 97 4,393
    Reserved for principal endowment.  .  .  . 13,208 13,208
    Unreserved-undesignated .  .  .  .  .  .  .  .  . 403,573 791,302 1,194,875

Total equity and other credits .  .  .  .  .  .  .  . 445,960 1,051,379 187,818 10,661,191 82,348  12,428,696

Total liabilities, equity and other credits  .  . $725,743 $1,058,630 $279,635 $10,661,191 $82,348 $186,557 $12,994,104

 
THE NOTES TO THE GENERAL PURPOSE FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THIS STATEMENT
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JEFFERSON EDUCATIONAL SERVICE CENTER
JEFFERSON COUNTY, OHIO

COMBINED STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCES
ALL GOVERNMENTAL FUND TYPES

FOR THE YEAR ENDED JUNE 30, 2001

Governmental Fund Types
Total

Special (Memorandum
General Revenue Only)

Revenues:
  From local sources:
    Services provided to other entities  .  .  .  .  . $634,308 $634,308
    Earnings on investments   .  .  .  .  .  .  .  .  .  .  50,170 50,170
    Community service activities .  .  .  .  .  .  .  . $626,792 626,792
    Other local revenues.  .  .  .  .  .  .  .  .  .  .  .  .  24,535 24,535
  Other revenue.  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  46,219 46,219
  Intergovernmental - State.  .  .  .  .  .  .  .  .  .  .  1,530,590 412,716 1,943,306
  Intergovernmental - Federal  .  .  .  .  .  .  .  .  . 158,851 417,874 576,725

      Total revenue   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  2,444,673 1,457,382 3,902,055

Expenditures:
  Current:
    Instruction:
      Regular.  .  .  .   .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 46,761 349,412 396,173
      Special  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 242,613 3,376 245,989
      Other  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 4,800 210,288 215,088
    Support services:  
      Pupil  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 770,270 232,595 1,002,865
      Instructional staff.  .  .  .  .  .  .  .  .  .  .  .  .  . 696,588 161,814 858,402
      Board of Education.  .  .  .  .  .  .  .  .  .  .  .  .  10,677 10,677
      Administration .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  453,254 2,126 455,380
      Fiscal .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  117,741 2,427 120,168
      Operations and maintenance .  .  .  .  .  .  .  . 8,168 8,168
      Pupil transportation.  .  .  .  .  .  .  .  .  .  .  .  .  1,850 1,850
      Central  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  28,465 245,748 274,213

      Total expenditures .  .  .  .  .  .  .  .  .  .  .  .  . 2,381,187 1,207,786 3,588,973

      Excess of revenues over
          (under) expenditures .  .  .  .  .  .  .  .  .  .  . 63,486 249,596 313,082

      Other financing sources (uses):
        Pass through payments .  .  .  .  .  .  .  .  .  . (155,330) (155,330)

      Total other financing sources (uses).   .  .  .  (155,330) (155,330)

      Excess of revenues and other
        financing sources over (under)
        expenditures and other uses.  .  .  .  .  .  .  .  63,486 94,266 157,752

Fund balances, July 1 (restated)   .  .  .  .  .  .  .  . 380,803 957,113 1,337,916
Increase in reserve for inventory.  .  .  .  .  .  .  . 1,671 1,671
Fund balances, June 30.  .  .  .  .  .  .  .  .  .  .  .  . $445,960 $1,051,379 $1,497,339

 

THE NOTES TO THE GENERAL PURPOSE FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THIS STATEMENT

5



JEFFERSON EDUCATIONAL SERVICE CENTE
JEFFERSON COUNTY, OHIO

COMBINED STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCES

BUDGET AND ACTUAL COMPARISON (NON-GAAP BUDGETARY BASIS)
ALL GOVERNMENTAL FUND TYPES
FOR THE YEAR ENDED JUNE 30, 2001

    
General Special Revenue Total (Memorandum only)

Variance: Variance: Variance:
Revised Favorable Revised Favorable Budget Favorable
Budget Actual (Unfavorable) Budget Actual (Unfavorable) Revised Actual (Unfavorable)

Revenues:
  From local sources:  
    Services provided to other entities.... $624,511 $624,511 $0 $624,511 $624,511 $0
    Earnings on investments..................... 49,765 49,765 0 49,765 49,765 0
    Community service activities .............. $624,893 $624,893 $0 624,893 624,893 0
    Other local revenues........................... 19,578 19,578 0   19,578 19,578 0
  Other revenue ...................................... 46,219 46,219 0 46,219 46,219 0
  Intergovernmental - State...................... 1,530,590 1,530,590 0 427,824 427,824 0 1,958,414 1,958,414 0
  Intergovernmental - Federal.................. 141,676 141,676 0 417,874 417,874 0 559,550 559,550 0
    Total revenues.................................... 2,412,339 2,412,339 0 1,470,591 1,470,591 0 3,882,930 3,882,930 0

Expenditures:
  Current:
    Instruction:
      Regular............................................. 47,010 46,641 369 370,677 349,057 21,620 417,687 395,698 21,989
      Special.............................................. 250,074 249,096 978 3,522 3,376 146 253,596 252,472 1,124
      Other................................................. 4,800 4,800 0 240,449 210,329 30,120 245,249 215,129 30,120
    Support services:    
      Pupil.................................................. 802,945 793,957 8,988 238,266 230,347 7,919 1,041,211 1,024,304 16,907
      Instructional staff.............................. 740,659 718,420 22,239 213,492 161,836 51,656 954,151 880,256 73,895
      Board of Education.......................... 15,498 10,675 4,823  15,498 10,675 4,823
      Administration.................................. 530,268 468,668 61,600 2,885 2,143 742 533,153 470,811 62,342
      Fiscal................................................. 122,814 117,465 5,349 2,952 2,447 505 125,766 119,912 5,854
      Operations and maintenance.......... 9,634 8,565 1,069   9,634 8,565 1,069
      Pupil transportation........................... 1,872 1,872 0  1,872 1,872 0
      Central............................................... 55,158 55,158 0 1,083,864 246,616 837,248 1,139,022 301,774 837,248
    Total expenditures.............................. 2,580,732 2,475,317 105,415  2,156,107 1,206,151 949,956  4,736,839 3,681,468 1,055,371

          
    Excess (deficiency) of revenues
     over (under) expenditures.................. (168,393) (62,978) 105,415 (685,516) 264,440 949,956 (853,909) 201,462 1,055,371

 
Other financing sources (uses):
  Refund of prior year's expenditures...... 3,866 3,866 0  3,866 3,866 0
  Advances in.......................................... 8,497 8,497 0  8,497 8,497 0
  Advances (out)..................................... (8,497) (8,497) 0 (8,497) (8,497) 0
  Pass through payments........................ (500,000) (414,441) 85,559 (500,000) (414,441) 85,559
    Total other financing sources (uses).. 3,866 3,866 0  (500,000) (414,441) 85,559  (496,134) (410,575) 85,559

   Excess (deficiency) of revenues and
    other financing sources over (under)
    expenditures and other financing uses... (164,527) (59,112) 105,415 (1,185,516) (150,001) 1,035,515 (1,350,043) (209,113) 1,140,930

Fund balance, July 1 (restated).................. 396,099 396,099 0 720,438 720,438 0 1,116,537 1,116,537 0
Prior year encumbrances appropriated... 119,656 119,656 0 223,607 223,607 0 343,263 343,263 0

         
Fund balance, June 30............................. $351,228 $456,643 $105,415 ($241,471) $794,044 $1,035,515 $109,757 $1,250,687 $1,140,930

             

THE NOTES TO THE GENERAL PURPOSE FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THIS STATEMENT
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JEFFERSON EDUCATIONAL SERVICE CENTER
JEFFERSON COUNTY, OHIO

COMBINED STATEMENT OF REVENUES, EXPENSES
AND CHANGES IN RETAINED EARNINGS/FUND BALANCE

PROPRIETARY FUND TYPE AND NONEXPENDABLE TRUST FUND
FOR THE YEAR ENDED JUNE 30, 2001

Proprietary Fiduciary
Fund Type Fund Type

Total
Internal Nonexpendable (Memorandum
Service Trust Only)

Operating revenues:
  Sales/charges for services.  .  .  .  .  .  .  .  . $2,720,607 $2,720,607
  Investment earnings.  .  .  .  .  .  .  .  .  .  .  . $1,249 1,249
  Other .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 128 128

 
    Total operating revenues  .  .  .  .  .  .  .  . 2,720,735 1,249 2,721,984

Operating expenses:
  Contract services .  .  .  .  .  .  .  .  .  .  .  .  . 2,447,603  2,447,603
  Materials and supplies .  .  .  .  .  .  .  .  .  . 3,855  3,855
  Claims expense.  .  .  .  .  .  .  .  .  .  .  .  .  . 312,452  312,452
  Other operating expenses  .  .  .  .  .  .  .  . 41,176 1,001 42,177

  
    Total operating expenses .  .  .  .  .  .  .  . 2,805,086 1,001 2,806,087

 
Operating income (loss).  .   .  .  .  .  .  .  .  . (84,351) 248 (84,103)

 
Nonoperating revenues:  
  Interest revenue .  .  .  .  .  .  .  .  .  .  .  .  .  . 1,040  1,040

 
    Total nonoperating revenues.  .  .  .  .  .  . 1,040  1,040

 
    Net income (loss).  .  .  .  .  .  .  .  .  .  .  .  . (83,311) 248 (83,063)

 
Retained earnings/    
  fund balance at July 1 .  .  .  .  .  .  .  .  .  .  . 271,129 12,960 284,089
  
Retained earnings/  
  fund balance at June 30 .  .  .  .  .  .  .  .  .  . $187,818 $13,208 $201,026

THE NOTES TO THE GENERAL PURPOSE FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THIS STATEMENT
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JEFFERSON EDUCATIONAL SERVICE CENTER
JEFFERSON COUNTY, OHIO

COMBINED STATEMENT OF CASH FLOWS
PROPRIETARY FUND TYPE AND NONEXPENDABLE TRUST FUND

FOR THE YEAR ENDED JUNE 30, 2001

Proprietary Fiduciary
Fund Type Fund Type

Total
Internal Nonexpendable (Memorandum
Service Trust Only)

Cash flows from operating activities:
  Cash received from sales/charges for services  .  .  .  . $2,715,630 $2,715,630
  Cash received from other operating activities .  .  .  .  . 128 128
  Cash payments for contract services  .  .  .  .  .  .  .  .  . (2,447,603) (2,447,603)
  Cash payments for materials and supplies  .  .  .  .  .  . (3,918) (3,918)
  Cash payments for claims.  .  .  .  .  .  .  .  .  .  .  .  .  .  . (292,443) (292,443)
  Cash payments for other expenses  .  .  .  .  .  .  .  .  .  . (41,176) ($1,001) (42,177)

 
    Net cash used in operating activities  .  .  .  .  .  .  .  . (69,382) (1,001) (70,383)

 
Cash flows from investing activities:  
  Interest received  .  .  .  .  .  .  .  .  .   .  .  .  .  .  .  .  .  .  . 1,040 1,260 2,300

 
    Net cash provided by investing activities .  .  .  .  .  . 1,040 1,260 2,300

 
Net increase (decrease)  
  cash and cash equivalents.  .  .  .  .  .  .  .  .  .  .  .  .  .  . (68,342) 259 (68,083)

 
Cash and cash equivalents at beginning of year  .  .  .  . 257,211 12,902 270,113
Cash and cash equivalents at end of year.  .  .  .  .  .  .  . $188,869 $13,161 $202,030

 
Reconciliation of operating income (loss) to  
  net cash used in operating activities:    
  Operating income (loss) .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . ($84,351) $248 ($84,103)
  Adjustments to reconcile operating income (loss)  
    to net cash used in operating activities:  
      Interest reported as operating income  .  .  .  .  .  .  . (1,249) (1,249)
      Changes in assets and liabilities:  
        Increase in due to other governments  .  .  .  .  .  . (4,977) (4,977)
        Decrease in accounts payable.  .  .  .  .  .  .  .  .  .  . (63) (63)
        Increase in claims payable  .  .  .  .  .  .  .  .  .  .  .  . 20,009 20,009

 
Net cash used in operating activities .  .  .  .  .  .  .  .  .  . ($69,382) ($1,001) ($70,383)

THE NOTES TO THE GENERAL PURPOSE FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THIS STATEMENT
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JEFFERSON EDUCATIONAL SERVICE CENTER

JEFFERSON COUNTY, OHIO
STATEMENT OF CHANGES IN NET ASSETS

INVESTMENT TRUST FUNDS
FOR THE YEAR ENDED JUNE 30, 2001

Fiduciary
Fund Type

Investment
Trust

Operations:
    Net investment income.  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . $478,158
    Net increase in net assets due to operating activities .  .  .  . 2,812,511
Increase from operating transactions.  .  .  .  .  .  .  .  .  .  .  .  .  . 3,290,669

Capital transactions:
    Proceeds of investments sold .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 67,700,000
    Purchase of investments.  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . (73,215,562)
    Change in fair market value
       of investments .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 84,438
Decrease from capital transactions.  .  .  .  .  .  .  .  .  .  .  .  .  .  . (5,431,124)

Total decrease in net assets .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . (2,140,455)

Net assets at July 1 .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 12,788,438
Net assets at June 30 .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . $10,647,983

THE NOTES TO THE GENERAL PURPOSE FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THIS STATEMENT
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JEFFERSON EDUCATIONAL SERVICE CENTER

JEFFERSON COUNTY, OHIO
STATEMENT OF NET ASSETS
INVESTMENT TRUST FUNDS

JUNE 30, 2001

Fiduciary
Fund Type

Investment
Trust

Assets:
    Cash and investments  .  .  .  .  .  .  .  .  .  .  .  .  .  . $10,575,395
    Interfund loans receivable  .  .  .  .  .  .  .  .  .  .  .  . 1,256
    Accrued interest receivable .  .  .  .  .  .  .  .  .  .  .  . 71,332
Total assets.  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . $10,647,983

Net assets available to participants  .  .  .  .  .  .  .  .  . $10,647,983

THE NOTES TO THE GENERAL PURPOSE FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THIS STATEMENT
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Ohio Mid-Eastern Regional Education Service Agency (OME-RESA)
OME-RESA is a not-for-profit computer service organization whose primary function
is to provide information technology service to its member school districts with the major
emphasis being placed on accounting, payroll and inventory control services.  Other areas
of service provided by the OME-RESA include pupil scheduling, attendance and grade
reporting, career guidance services, special education records, and test scoring.

The OME-RESA is one of twenty-three  regional service organizations serving over 600
public school districts in the State of Ohio that make up the Ohio Educational Computer
Network (OECN).  These service organizations are known as Data Acquisition Sites.
The OECN is a collective group of Data Acquisition Sites, authorized pursuant to
Section 3301.075 of the Ohio Revised Code, and their member school districts.  Such
sites, in conjunction with the Ohio Department of Education (ODE), comprise a
statewide delivery system to provide comprehensive, cost-efficient accounting and other
administrative and instructional computer services for participating Ohio school districts.

Major funding for this network is derived from the State of Ohio.  In addition, a majority
of the software utilized by the OME-RESA is developed by the ODE.

The OME-RESA is owned and operated by forty-nine member school districts in ten
different Ohio counties.  The member school districts are comprised of public school
districts and county boards of education.  Each member district pays an annual fee for
services provided by OME-RESA.  OME-RESA is governed by a board of directors
which is selected by the member school districts.  Each member district has one vote in
all matters and each member district’s control over budgeting and financing of OME-
RESA is limited to its voting authority and any representation it may have on the board
of directors.

The OME-RESA is located at 2023 Sunset Blvd., Steubenville, Ohio 43952.  The Center,
and acts in the capacity of fiscal agent for OME-RESA. 
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Nonexchange transactions, in which the Center receives value without directly giving
equal value in return, include grants, entitlements and donations.  On the modified
accrual basis, revenue from grants, entitlements and donations are recognized in the
fiscal year in which all eligibility requirements have been met and the resources are
available.
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On the accrual basis of accounting, revenue from nonexchange transactions, such as
grants, entitlements and donations, is recognized in the fiscal year in which all eligibility
requirements have been met. 
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Under existing Ohio statute all investment earnings are assigned to the general fund
unless statutorily required to be credited to a specific fund.  By policy of the Governing
Board investment earnings are assigned to the general fund, the Self-Insurance internal
service fund, (which is maintained by a fiscal agent in an interest bearing account
separate from the Center’s internal investment pool), the nonexpendable trust fund and
the investment trust fund for which the Center is acting as fiscal agent.  Interest revenue
credited to the general fund during fiscal 2001 amounted to $50,170, which includes
$34,773 assigned from other Center funds.
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3. Short-term interfund loans and accrued interfund reimbursements and accrued
operating transfers are reflected as “interfund loans receivable or payable”.  The
Center had short-term interfund loans receivable and payable at June 30, 2001.
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Compensated absences of the Center consist of vacation leave and sick leave to the
extent that payment to the employee for these absences are attributable to services
already rendered and are not contingent on a specific event that is outside the control of
the Center and the employee.
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N. Pass-Through Grants

The Center 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 Center has a financial
or administrative role in grants, the grants are reported as revenues and
intergovernmental expenditures in a special revenue fund.  Grants in which the Center
has no financial or administrative role and are passed-through to other entities and local
districts in the county are reported as an agency fund.
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Total columns on the GPFS are captioned (Memorandum Only) to indicate that they are
presented only to facilitate financial analysis.  Data in these columns do not present
financial position, results of operations, or changes in financial position in conformity
with GAAP.  Neither is such data comparable to a consolidation.  Interfund eliminations
have not been made in the aggregation of this data.
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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 Center for which no value
is given in return, including derived tax revenues, imposed nonexchange transactions,
government-mandated nonexchange transactions, and voluntary nonexchange
transactions The adoption of this statement had no effect on fund balances/retained
earnings as previously reported by the Center at June 30, 2000.
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C. Deficit Fund Balances/Retained Earnings

Fund balance/retained earnings at June 30, 2001 included the following individual fund
deficits:

Deficit Balance
Special Revenue Funds
Training Ohio’s Parents $        2
Miscellaneous State Grants 177

Internal Service Fund
Employee Benefits Self-Insurance 42,792
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These funds complied with Ohio State law, which does not permit a cash basis deficit at
year- end.  The deficit in the Training Ohio’s Parents and Miscellaneous State Grants
special revenue funds are caused by the application of GAAP, namely in the reporting
of a liability for accrued wages and benefits attributable to the fiscal year.  These deficits
will be eliminated as revenues become available to cover these costs as they are incurred.
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1. $211,628 was covered by federal deposit insurance; and
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2. $2,749,767 was uninsured and unregistered as defined by GASB because it was secured
by collateral held by third party trustees pursuant to section 135.181, Ohio Revised Code,
in collateralized pools securing all public funds on deposit with specific depository
institutions;  these securities not being in the name of the Center.  Although all State
statutory requirements for the deposit of money had been followed, non-compliance with
federal requirements would potentially subject the Center to a successful claim by the
FDIC.
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The Center contributes to the School Employees Retirement System of Ohio (SERS), a
cost-sharing, multiple-employer defined benefit pension plan administered by the School
Employees Retirement Board.  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 State statute per Chapter 3309
of the Ohio Revised Code.  SERS issues a publicly available financial report that
includes financial statements and required supplementary information.  The report may
be obtained by writing to SERS, 45 North Fourth Street, Columbus, Ohio 43215-3634,
or by calling (614) 222-5853.
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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.  The Board’s liability is 6.2 percent of
wages paid.
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The Center 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&F=;&<A@D;D&?@&F&OFCXF>XC?AXQ?&NF>G>S
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For SERS, coverage is made available to service retirees with ten or more years of qualifying
service credit, and 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.

For this fiscal year, employer contributions to fund health care benefits were 9.8 percent of
covered payroll.  In addition, SERS levies a surcharge to fund health care benefits equal to
14 percent of the difference between a minimum pay and the member’s pay, pro-rated for
partial service credit.  For fiscal year 2001, the minimum pay has been established at
$12,400.  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.
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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 change in 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
districts as a result of this change must be retroactive to July 1, 2001, although a time
line for distribution is not specified.

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

The Supreme Court relinquished jurisdiction over the case based on anticipated
compliance with its order.
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NOTE 13 - CONTINGENCIES - (Continued)

In general, it is expected that the decision would result in an increase in State funding for
most Ohio school districts.  However, as of November 15, 2001, the Ohio General
Assembly is still analyzing the impact this Supreme Court decision will have on funding
for individual school districts.  Further, the State of Ohio, in a motion 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.

On November 2, 2001, the Court granted this motion for reconsideration.  The Court may
re-examine and redetermine any issue upon such reconsideration.

As of the date of these financial statements, the Center is unable to determine the effect,
if any, this decision will have on its future State funding and on its financial operations.
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REPORT OF INDEPENDENT ACCOUNTANTS ON COMPLIANCE AND ON INTERNAL CONTROL 
REQUIRED BY GOVERNMENT AUDITING STANDARDS 

 
 
Jefferson Educational Service Center 
Jefferson County 
2023 Sunset Boulevard 
Steubenville, Ohio 43928 
 
To the Board of Education: 
 
We have audited the accompanying financial statements of the Jefferson Educational Service Center, 
Jefferson County (the Center) as of and for the year ended June 30, 2001 and have issued our report 
thereon dated December 3, 2002.  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 Center’s 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.  
 

Internal Control Over Financial Reporting 
 
In planning and performing our audit, we considered the Center’s internal control over financial reporting 
in order to determine our auditing procedures for the purpose of expressing our opinion on the 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.  
However, we noted a matter involving the internal control over financial reporting that did not require 
inclusion in this report, that we have reported to management of the Center in a separate letter dated 
December 3, 2002. 

Voinovich Government Center 
242 Federal Plaza West, Suite 302
Youngstown, Ohio 44503 
Telephone 330-797-9900 
 800-443-9271 
Facsimile   330-797-9949 
www.auditor.state.oh.us 



 

40 

Jefferson Educational Service Center 
Jefferson County 
Report of Independent Accountants on Compliance and on Internal Control  
  Required by Government Auditing Standards 
Page 2 
 
 
This report is intended solely for the information and use of the audit committee, management, Board of 
Education, and is not intended to be and should not be used by anyone other than these specified 
parties.  
 
 
 
 
 
Jim Petro 
Auditor of State 
 
 
December 3, 2002 



88 East Broad Street
P.O. Box 1140
Columbus, Ohio  43216-1140

Telephone 614-466-4514
800-282-0370

Facsimile  614-466-4490

JEFFERSON EDUCATIONAL SERVICE CENTER

JEFFERSON 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.

CLERK OF THE BUREAU

CERTIFIED
FEBRUARY 4, 2003
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