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Auditor of State
Betty Montgomery

INDEPENDENT ACCOUNTANTS’ REPORT

Summit County Family and Children First Council
Summit County

1100 Graham Road Circle

Stow, Ohio 44224

To the Executive Council:

We have audited the accompanying financial statements of the governmental activities, each major fund,
and the aggregate remaining fund information of the Summit County Family and Children First Council,
Summit County, Ohio, (the Council) as of and for the year ended December 31, 2005, which collectively
comprise the Council’'s basic financial statements as listed in the table of contents. These financial
statements are the responsibility of the Council’s management. Our responsibility is to express opinions on
these financial statements based on our audit.

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

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, each major fund, and the aggregate remaining
fund information of the Summit County Family and Children First Council, Summit County, Ohio, as of
December 31, 2005, and the respective changes in financial position, thereof and the respective budgetary
comparisons for the General, Early Start GRF, Early Start TANF, Early Intervention, and Cluster Funds for
the year then ended in conformity with accounting principles generally accepted in the United States of
America.

In accordance with Government Auditing Standards, we have also issued our report dated September 22,
2006, on our consideration of the Council’s internal control over financial reporting and our tests of its
compliance with certain provisions of laws, regulations, contracts and grant agreements and other matters.
While we did not opine on the internal control over financial reporting or on compliance, that report
describes the scope of our testing of internal control over financial reporting and compliance and the results
of that testing. That report is an integral part of an audit performed in accordance with Government
Auditing Standards. You should read it in conjunction with this report in assessing the results of our audit.

101 Central Plaza South / 700 Chase Tower / Canton, OH 44702
Telephone: (330) 438-0617 (800) 443-9272 Fax: (330) 471-0001
www.auditor.state.oh.us
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Management’s Discussion and Analysis is not a required part of the basic financial statements but is
supplementary information accounting principles generally accepted in the United States of America
requires. We have applied certain limited procedures, consisting principally of inquiries of management
regarding the methods of measuring and presenting the required supplementary information. However,
we did not audit the information and express no opinion on it.

We conducted our audit to opine on the financial statements that collectively comprise the Council’s basic
financial statements. The Federal Awards Receipts and Expenditures Schedule is required by U.S. Office
of Management and Budget Circular A-133, Audits of States, Local Governments, and Non-Profit
Organizations, and is also not a required part of the basic financial statements. We subjected the Federal
Awards Receipts and Expenditures Schedule to the auditing procedures applied in the audit of the basic
financial statements. In our opinion, this information is fairly stated in all material respects in relation to
the basic financial statements taken as a whole.

Tty Iwtgmsny

Betty Montgomery
Auditor of State

September 22, 2006



SUMMIT COUNTY FAMILY AND CHILDREN FIRST COUNCIL

MANAGEMENT’S DISCUSSION AND ANALYSIS
YEAR ENDED DECEMBER 31, 2005
UNAUDITED

Management’s Discussion and Analysis (MD&A) provides the reader with a narrative overview and analysis
of the Summit County Family and Children First Council’s financial activities for the fiscal year ended
December 31, 2005. The MD&A should be read in conjunction with the Council’s financial statements,
which begin on page 9 and the accompanying notes to financial statements, which begin on page 21.

FINANCIAL HIGHLIGHTS
Key financial highlights for the year ended December 31, 2005 are as follows:

»  The assets of the Summit County Family and Children First Council exceeded its liabilities at the close of
the year ended December 31, 2005, by $457,782 (net assets). This entire amount may be used to meet the
Council’s ongoing obligations.

» The Council’s net assets increased by $414,172 from 2004.

* For governmental activities, general revenue accounted for $26,148 in revenues or 1% of all revenues.
Program specific revenues in the form of grants and contributions accounted for $4,123,835 or 99 % of
total revenues of $4,149,983.

* The Council had $3,735,811 in expenses related to program (governmental) activities; operating grants
and contributions totaling $4,123,835 were adequate to meet these needs.

= Revenues exceeded expenditures in all of the Council’s major funds.

= All of the Council’s major and non-major funds, with the exception of Cluster fund, operate on a July-
June fiscal year; however, financial statements are reported on a calendar year end to coincide with the
fiscal agent’s year end.

= At December 31, 2005, unreserved fund balance of the General Fund was $37,656.

USING THIS ANNUAL REPORT

This annual report consists of a series of financial statements. The Statement of Net Assets and the Statement
of Activities (on pages 9 and 10) provide information about the activities of the Council as a whole and
present a longer-term view of the Council’s finances. Fund Financial statements start on page 12. These
statements tell how these services were financed in the short term as well as what remains for future spending.
Fund financial statements also report the Council’s operation in more detail than the government-wide
statements by providing information about the Council’s most significant funds with all other non-major
funds presented in one column.



SUMMIT COUNTY FAMILY AND CHILDREN FIRST COUNCIL

MANAGEMENT’S DISCUSSION AND ANALYSIS
UNAUDITED

REPORTING ON THE COUNCIL AS A WHOLE

The analysis of the Council as a whole begins on page 9. One of the most important questions asked about
the Council’s finances is, “How did we do financially this year?” The Statement of Net Assets and the
Statement of Activities report information about the Council as a whole and about its activities in a way that
helps answer this question. These statements include all assets and all liabilities using the accrual method of
accounting similar to the accounting used by most private sector companies. This method of accounting takes
into account all of the current year’s revenues and expenses regardless of when cash is received or paid.

These two statements report the Council’s net assets and changes in those assets. This change in net assets is
important because it tells the reader that, for the Council as a whole, the financial position has improved or
diminished. The causes of these changes may be the result of many factors, some financial, some not. Non-
financial factors include the discrepancy between fiscal years, delays in contract approval and other factors.

All of the Council’s activities are classified as governmental activities as they do not involve charging for
goods or services to recover costs (such as with business type activities) and are funded completely through
intergovernmental revenues, including state and federal grants and other shared revenue.

The Statement of Net Assets and Statement of Activities can be found on pages 9 and 10 of this report.

FUND FINANCIAL STATEMENTS

A fund is a grouping of related accounts that is used to maintain control over resources that have been
segregated for specific activities or objectives. The Council uses fund accounting to ensure and demonstrate
compliance with finance-related legal requirements.

Fund financial reports provide detailed information about the Council’s major funds. The Council uses many
funds to account for a multitude of transactions. However, these fund financial statements focus on the
Council’s most significant funds, not on the Council as a whole. The Council’s major funds are: the General
Fund; Early Start GRF Fund; Early Start Temporary Assistance for Needy Families Fund; Early Intervention
Fund; and the Cluster Fund.

Governmental Funds: Governmental funds are used to account for essentially the same functions reported
as governmental activities in the government-wide financial statements. However, unlike the government-
wide financial statements, governmental fund financial statements focus on events that produce near term
inflows and outflows of spendable resources, as well as on balances of spendable resources available at the
end of the year. This information is useful in evaluating near-term financing requirements.

Because the focus of governmental funds is narrower than that of the government-wide financial statements, it
is useful to compare the information presented for governmental funds with similar information presented for
governmental activities in the government-wide financial statements. By doing so, the reader may better
understand the long-term impact of the government’s near term financing decisions. Reconciliation
statements, on pages 13 and 15, facilitate this comparison between governmental funds and governmental
activities.



SUMMIT COUNTY FAMILY AND CHILDREN FIRST COUNCIL

MANAGEMENT’S DISCUSSION AND ANALYSIS
UNAUDITED

The Council maintains several individual governmental funds. Information is presented separately in the
governmental fund balance sheet and in the governmental fund statement of revenues, expenditures and
changes in fund balances for the major funds, which were identified earlier. Data from the other
governmental funds are combined into a single, aggregated presentation. The basic governmental fund
financial statements can be found on pages 12-20 of this report.

The Council adopts an annual appropriated budget for each of its funds. Budgetary comparison statements
have been provided for annually budgeted major funds.

Notes to Financial Statements: The notes provide additional information that is essential to a full

understanding of the data provided in the government-wide and fund financial statements. Notes to financial
statements begin on page 21 of this report.

GOVERNMENT-WIDE FINANCIAL ANALYSIS

As noted earlier, net assets may serve over time as a useful indicator of the Council’s financial position. The
table below provides a summary of the Council’s net assets for 2005 compared to 2004 on a full accrual basis:

Table 1
Net Assets
Governmental Activities
2005 2004

Assets
Current and Other Assets $1,144,821 $ 610,586
Capital Assets - -
Total Assets 1,144,821 610,586
Liabilities
Long-Term Liabilities 30,773 24,476
Other Liabilities 656,266 542,500
Total Liabilities 687,039 566,976
Net Assets
Restricted for:

Grant Purposes 421,556 15,180
Unrestricted 36,226 28,430
Total Net Assets $ 457,782 $ 43,610




SUMMIT COUNTY FAMILY AND CHILDREN FIRST COUNCIL

MANAGEMENT’S DISCUSSION AND ANALYSIS
UNAUDITED

Table 2 reflects the changes in net assets in 2005.

Table 2
Changes in Net Assets
Governmental Activities  Governmental Activities
2005 2004
Receipts:
Program Receipts
Operating Grants and Contributions $ 4,123,835 $ 3,338,225
General Receipts
Administrative/Intergovernmental 26,148 20,895
Total Receipts 4,149,983 3,359,120
Program Expenses:
Public Health Services 3,735,811 3,518,531
Total Disbursements 3,735,811 3,518,531
Increase / Decrease in net Assets 414,172 (159,411)
Net Assets January 1, 2005 43,610 203,021
Net Assets December 31, 2005 $ 457,782 $ 43,610

The Council’s assets exceeded liabilities by $457,782 at the close of the most recent year. The Council’s
financial position improved somewhat with an overall increase in net assets of $414,172 from the previous
year. This increase can be explained in part by increased grant awards and improved timing of reimbursement
from grantors.

GOVERNMENTAL ACTIVITIES

As stated previously, the Council had $3,735,811 in expenses related to program activities. Program specific
revenues in the form of operating grants and contributions totaling $4,123,835 were adequate to cover
expenses. Excess of program specific revenues over expenditures totaling $388,024 together with general
revenues (from a state administrative grant) totaling $26,148 account for the overall increase in net assets of
$414,172.



SUMMIT COUNTY FAMILY AND CHILDREN FIRST COUNCIL

MANAGEMENT’S DISCUSSION AND ANALYSIS
UNAUDITED

FINANCIAL ANALYSIS OF THE FUNDS

As discussed previously, the Council uses fund accounting to ensure and demonstrate compliance with
finance related and legal requirements.

As of December 31, 2005, the Council’s governmental funds reported combined ending balances of $311,772;
an increase of $259,056 in comparison with the prior year. This total amount constitutes unreserved fund
balance, which is available for appropriation at the Council’s discretion with certain legal constraints and
purpose restrictions.

The General Fund is the chief operating fund of the Council. The fund balance of the General Fund increased
$7,248 during 2005 to $37,656. This increase is due primarily to increased general receipts.

The Early Start GRF Fund balance increased by $97,875 related to an increased number of children meeting
eligibility requirements under other grants.

The Early Start Temporary Assistance to Needy Families (TANF) Fund balance increased by $36,831 due to
an increase in the grant award amount and improved timing of reimbursement.

The Early Intervention Fund balance increased by $43,211 due largely to improvements in the processing of
grant payments at the State level.

The Cluster Fund balance increased by $31,341. This increase is due primarily to improved timing of Cluster
reimbursements and a slight decrease in caseload as children have become eligible for services under other
programs.

GENERAL BUDGETARY HIGHLIGHTS

The Council’s budget process is prescribed by Ohio Revised Code. Essentially the budget is the sum of the
Council’s appropriations which are based on available resources. Typically, revenue estimates change
throughout the year as additional sources of revenue may become available. If budgeted revenues are
adjusted due to actual activity, then the appropriations can be adjusted accordingly. Uncertain timing of
reimbursements also accounts for changes between original, final and actual budget amounts for the Council’s
funds. As mentioned previously, the Council is funded mainly through state and federal grants, including a
State administrative grant which constitutes the Council’s General Fund. Although, total grant amounts for
various programs are known, the timing of reimbursement is often unknown. This fact coupled with the
difficulties presented in managing funds which operate on different fiscal years makes calendar year revenue
estimates prone to inaccuracies.



SUMMIT COUNTY FAMILY AND CHILDREN FIRST COUNCIL

MANAGEMENT’S DISCUSSION AND ANALYSIS
UNAUDITED

CAPITAL ASSETS AND LONG TERM OBLIGATIONS

Capital Assets: The Council does not have capital or infrastructure assets. Those capital and infrastructure
assets utilized by the Council are considered property of the Summit County Health District (Council’s
Administrative Agent), the State of Ohio or other grantor.

Long Term Obligations: The Council’s long-term obligations consist solely of compensated absences.

Long term obligations increased slightly during 2005 due to increases in employee compensation rates.
Additional information on compensated absences is provided in Note 9 of the Notes to Financial Statement.

ECONOMIC FACTORS AND NEXT YEAR’S BUDGET
The state and federal grants managed by the Council are subject to budget cuts and annual fluctuation.

Increases in the employer share of employee retirement system contributions, health care and travel costs are
anticipated.

All of these factors are considered when preparing the Council’s annual budget.

REQUESTS FOR INFORMATION

This financial report is designed to provide a general overview of the Council’s finances for all those with
interest in its finances and to show the Council’s accountability for the money that it receives. Questions
concerning any of the information provided in this report or requests for additional information should be
addressed to the Summit County Health District Fiscal Office, 1100 Graham Road Circle, Stow, Ohio 44224,



SUMMIT COUNTY FAMILY AND CHILDREN FIRST COUNCIL
STATEMENT OF NET ASSETS

DECEMBER 31, 2005
Governmental
Activities

Assets
Equity in Pooled Cash, Cash Equivalents $ 314,429
Intergovernmental Receivable 830,392
Total Assets 1,144,821
Liabilities
Accounts Payable 433,136
Accrued Wages and Benefits 7,422
Fiscal Agent Payable 215,708
Long-term Liabilities:

Due Within One Year 18,872

Due In More Than One Year 11,901
Total Liabilities 687,039
Net Assets
Restricted for:

Grant purposes 421,556

Unrestricted 36,226
Total Net Assets $ 457,782

See notes to basic financial statements.



SUMMIT COUNTY FAMILY AND CHILDREN FIRST COUNCIL

STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED DECEMBER 31, 2005

Net (Expense)
Revenue and
Changes in
Net Assets
Operating
Grants and Governmental
Expenses Contributions Activities
Governmental Activities:
General Government:
Public Health Services $ 3,735,811 $ 4,123,835 $ 388,024
General Revenues
Administrative / Intergovernmental 26,148
Total General Revenues 26,148
Change in Net Assets 414,172
Net Assets Beginning of Year 43,610
Net Assets End of Year $ 457,782

See notes to basic financial statements.
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SUMMIT COUNTY FAMILY AND CHILDREN FIRST COUNCIL
RECONCILIATION OF TOTAL GOVERNMENTAL FUND BALANCES TO
NET ASSETS OF GOVERNMENTAL ACTIVITIES
DECEMBER 31, 2005

Total Governmental Fund Balances $

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

Long-term assets are not available to pay for current-period expenditures and
are therfore deferred in the funds:
Cluster Reimbursements
Grants Payments

Long-term liabilities are not due and payable in the current period and
therefore are not reported in the funds:
Compensated Absences- Due in One Year
Compensated Absences- Due in More Than One Year

311,772

5,075
171,708
176,783

(18,872)
(11,901)

(30,773)

Net Assets of Governmental Activities $

See notes to basic financial statements.
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SUMMIT COUNTY FAMILY AND CHILDREN FIRST COUNCIL
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES AND CHANGES
IN FUND BALANCES OF GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES

FOR THE YEAR ENDED DECEMBER 31, 2005

Net Change in Fund Balance - Total Governmental Funds $ 259,056

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

Revenues in the statement of activities that do not provide for current
financial resources are not reported as revenues in the funds:

Cluster Reimbursements 1,909
Grant Payments 159,503
161,412

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.

Compensated Absences-Due In One Year (4,838)
Compensated Absences- Due In More Than One Year (1,458)
(6,296)

Change in Net Assets of Governmental Activities $ 414,172

See notes to basic financial statements.
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SUMMIT COUNTY FAMILY AND CHILDREN FIRST COUNCIL
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES
IN FUND BALANCE - BUDGET (NON-GAAP BASIS) AND ACTUAL

GENERAL FUND

FOR THE YEAR ENDED DECEMBER 31, 2005

Revenues:
Intergovernmental
Other

Total Revenues
Expenditures:
Personnel
Supplies
Travel
Contract Services
Administrative Expense
Other
Equipment
Total Expenditures
Excess (Deficiency) of Revenues Over Expenditures

Fund Balances at Beginning of Year

Fund Balances at End of Year

See notes to basic financial statements.

Budgeted Amounts Variance with
Final Budget
Positive
Original Final Actual (Negative)
- $ 24,729 $ 24,729 -
- 1,419 1,419 -
- 26,148 26,148 -
14,867 24,869 10,731 14,138
828 1,055 55 1,000
905 2,055 1,716 339
6,984 13,366 1,250 12,116
3,464 - - -
5,000 11,851 1,370 10,481
5,000 1,050 3,950
32,048 58,196 16,172 42,024
(32,048) (32,048) 9,976 42,024
32,048 32,048 32,048 -
- $ - $ 42,024 42,024
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SUMMIT COUNTY FAMILY AND CHILDREN FIRST COUNCIL
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES
IN FUND BALANCE - BUDGET (NON-GAAP BASIS) AND ACTUAL
EARLY START GRF
FOR THE YEAR ENDED DECEMBER 31, 2005

Budgeted Amounts Variance with
Final Budget
Positive
Original Final Actual (Negative)
Revenues:

Intergovernmental $ 182,913 $ 366,182 $ 362,408 S 3,774)
Total Revenues 182,913 366,182 362,408 (3,774)
Expenditures:

Personnel 11,883 19,398 15,609 3,789

Supplies 2,101 850 191 659

Travel 463 222 29 193

Contract Services 204,900 384,394 325,346 59,048

Administrative Expense 2,125 4,250 4,250 -

Other 4,823 450 - 450
Total Expenditures 226,295 409,564 345,425 64,139
Excess (Deficiency) of Revenues Over Expenditures (43,382) (43,382) 16,983 60,365
Fund Balances at Beginning of Year 43,382 43,382 43,382 -
Fund Balances at End of Year $ - $ - $ 60,365 $ 60,365

See notes to basic financial statements.
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SUMMIT COUNTY FAMILY AND CHILDREN FIRST COUNCIL
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES
IN FUND BALANCE - BUDGET (NON-GAAP BASIS) AND ACTUAL
EARLY START TANF
FOR THE YEAR ENDED DECEMBER 31, 2005

Budgeted Amounts Variance with
Final Budget
Positive
Original Final Actual (Negative)
Revenues:

Intergovernmental $ 1,492,772 $ 2,426,651 $ 1,791,682 $  (634,969)
Total Revenues 1,492,772 2,426,651 1,791,682 (634,969)
Expenditures:

Personnel 55,768 142,878 138,549 4,329

Supplies 1,619 36,572 34,559 2,013

Travel 1,184 4,020 3,278 742

Contract Services 1,094,986 1,834,596 1,428,791 405,805

Administrative Expense 8,250 16,500 16,500 -

Other 24,773 85,893 79,521 6,372
Total Expenditures 1,186,580 2,120,459 1,701,198 419,261
Excess (Deficiency) of Revenues Over Expenditures 306,192 306,192 90,484 (215,708)
Fund Balances at Beginning of Year (306,192) (306,192) (306,192) -
Fund Balances at End of Year $ - $ - $ (215,708) $ (215,708)

See notes to basic financial statements.
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SUMMIT COUNTY FAMILY AND CHILDREN FIRST COUNCIL
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES
IN FUND BALANCE - BUDGET (NON-GAAP BASIS) AND ACTUAL
EARLY INTERVENTION
FOR THE YEAR ENDED DECEMBER 31, 2005

Budgeted Amounts Variance with
Final Budget
Positive
Original Final Actual (Negative)
Revenues:

Intergovernmental $ 238,414 $ 509,882 $ 476,335 $ (33,547)
Other 1 1 1 -
Total Revenues 238,415 509,883 476,336 (33,547)

Expenditures:
Personnel 21,929 51,855 50,338 1,517
Supplies 1,976 2,476 1,989 487
Travel 410 513 472 41
Contract Services 257,721 460,407 373,674 86,733
Administrative Expense 2,125 4,250 4,250 -
Other 10,338 46,466 44,722 1,744
Total Expenditures 294,499 565,967 475,445 90,522
Excess (Deficiency) of Revenues Over Expenditures (56,084) (56,084) 891 56,975
Fund Balances at Beginning of Year 56,084 56,084 56,084 -
Fund Balances at End of Year $ - $ - $ 56,975 $ 56,975

See notes to basic financial statements.
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SUMMIT COUNTY FAMILY AND CHILDREN FIRST COUNCIL
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES
IN FUND BALANCE - BUDGET (NON-GAAP BASIS) AND ACTUAL
CLUSTER FUND
FOR THE YEAR ENDED DECEMBER 31, 2005

Budgeted Amounts Variance with
Final Budget
Positive
Original Final Actual (Negative)
Revenues:

Intergovernmental $ 1,426,618 $ 1,426,618 $ 835,674 (590,944)
Total Revenues 1,426,618 1,426,618 835,674 (590,944)
Expenditures:

Personnel 105,759 105,759 89,595 16,164

Supplies 1,500 3,000 1,638 1,362

Travel 4,876 4,876 2,948 1,928

Contract Services 1,270,041 1,248,541 582,111 666,430

Other 60,000 80,000 50,088 29,912
Total Expenditures 1,442,176 1,442,176 726,380 715,796
Excess (Deficiency) of Revenues Over Expenditures (15,558) (15,558) 109,294 124,852
Fund Balances at Beginning of Year 15,558 15,558 15,558 -
Fund Balances at End of Year $ - $ - $ 124,852 $ 124,852

See notes to basic financial statements.

19



This page intentionally left blank.

20



SUMMIT COUNTY FAMILY AND CHILDREN FIRST COUNCIL

NOTES TO THE BASIC FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2005

DESCRIPTION OF REPORTING ENTITY

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

a.

L

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

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

The director of the county department of human services;

The executive director of the county agency responsible for the administration of children
services pursuant to Ohio revised Code Section 5153.15;

The superintendent of the county board of mental retardation and developmental disabilities;
The county’s juvenile court judge senior in service;

The superintendent of the city, exempted village, or local school district with the largest number
of pupils residing in the county, as determined by the department of education, which shall notify
each county of its determination at least biennially;

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

A representative of the largest city in the county;

The chair of the board of county council, or an individual designated by the board;

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

A representative of the county’s head start agencies, as defined in Ohio Revised Code Section
3301.31;

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

At least three individuals representing the interests of the families of the county. Where possible,
the number of members representing families shall be equal to twenty percent of the council’s
remaining membership.

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

A county’s statutory responsibilities include the following:

a.

b.

Refer to the State cabinet council those children for whom the council cannot provide adequate
services;

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

Develop a plan that reviews and adjusts existing programs, fills service gaps where possible, or
invents new approaches to achieve better results for families and children;
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SUMMIT COUNTY FAMILY AND CHILDREN FIRST COUNCIL
NOTES TO THE BASIC FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2005
(Continued)

DESCRIPTION OF REPORTING ENTITY (Continued)

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

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

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

The Summit County Family and Children First Council (Council) also participates with a standing
committee referred to as the Cluster for Youth (SCY). The Council cooperates with other state and
local agencies for the common purpose to provide youth serving agencies in Summit County with the
capacity to jointly resolve problems associated with the delivery of services to youth who exhibit
more than one emotional, physical, or developmental difficulty and thus require the services of more
than one system.

The SCY executive committee consists of the Chief Executive Officers of the funding agencies which
are Summit County Children Services Board, Summit County Juvenile Court, County of Summit
Board of MRDD, and Child Guidance Centers (private not-for-profit). Each member has one vote
and a consensus is to be sought on all issues. The funding agencies retain responsibility of the cluster
fund with oversight by the Family and Children First Executive Council.

On an annual basis, each of the four funding agencies signs an agreement with the Council to pay an
amount to fund the Special Revenue Cluster Fund. In addition, each funding agency agrees to pay
other costs as approved by the SCY Executive Council on a child-by-child basis. The child cost
agreements are signed by the head of the respective agency and the Director of the Council.

A reporting entity is comprised of a primary government, component unit and other organizations
that are included to ensure the financial statements are not misleading. The primary government of
the Council consists of funds that are not legally separate from the Council. For the Summit County
Family and Children First Council, this includes the General Fund, Early Start GRF Fund, Early Start
Temporary Assistance for Needy Families Fund, Early Intervention Fund, Cluster Fund and other
non-major funds that are directly operated by the Council.

Component units are legally separate organizations for which the Council is financially accountable.
The Council is financially accountable for an organization if the Council appoints a voting majority
of the component unit’s board and 1) the Council is able to significantly influence programs or
services performed or provided by the organization; or 2) the Council is legally entitled to or can
otherwise access the organizations resources; the Council is legally obligated or has otherwise
assumed the responsibility to finance the deficits of, or provide financial support to, the organization;
or the Council is obligated for the debt of the organization. The Council has no component units.
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SUMMIT COUNTY FAMILY AND CHILDREN FIRST COUNCIL

NOTES TO THE BASIC FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2005
(Continued)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A. BASIS OF PRESENTATION

The financial statements of the Council have been prepared in conformity with U.S. Generally
Accepted Accounting Principles (GAAP) as applied to governmental units. The Governmental
Standards Board (GASB) is the accepted standard-setting body for establishing governmental
accounting and financial reporting principles. The significant accounting policies are described
below.

The Council’s basic financial statements consist of government-wide statements, including a
statement of net assets and a statement of activities, and fund financial statements, which provide a
more detailed level of financial information.

Government-Wide Financial Statements — The Statement of Net Assets and the Statement of
Activities display information about the Council as a whole. These statements distinguish between
activities that are governmental and those that are considered business-type activities. The Council
had no business-type activities during the year ended December 31, 2005.

The statement of net assets presents the financial condition of the governmental activities of the
Council at year-end. The statement of activities presents a comparison between direct expenses and
program revenues for each program or function of the Council’s governmental activities. Direct
expenses are those that are specifically associated with a service, program or department and
therefore clearly identifiable to a particular program. Revenues which are not classified as program
revenues are presented as general revenues of the Council, with certain limited exceptions. The
comparison of direct expenses with program revenues identifies the extent to which each
governmental function is self-financing or draws from the general revenues of the Council.

Fund Financial Statements — During the year, the Council segregates transactions related to certain
functions or activities in separate funds in order to aid financial management and to demonstrate legal
compliance. Fund financial statements are designed to present financial information of the Council at
amore detailed level. The focus of governmental financial statements is on major funds. Each major
fund is presented in a separate column. Non-major funds are aggregated and presented in a single
column. The Council’s major funds for the year ended December 31, 2005 are: the General Fund,
Early Start GRF Fund, Early Start Temporary Assistance for Needy Families (TANF) Fund, Early
Intervention Fund, and the Cluster Fund.

B. FUND ACCOUNTING

The accounting system is organized and operated on a fund basis. A fund is defined as a fiscal and
accounting entity with a self-balancing set of accounts recording cash and other financial resources,
together with all related liabilities and residual equity or balances, and changes therein, which are
segregated for the purpose of carrying on specific activities or attaining certain objectives in
accordance with special regulations, restrictions, or limitations. The Council uses the following fund

types:
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SUMMIT COUNTY FAMILY AND CHILDREN FIRST COUNCIL

NOTES TO THE BASIC FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2005
(Continued)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

B. FUND ACCOUNTING (Continued)

Governmental Funds:

Governmental funds are those through which most governmental functions are financed.
Governmental fund reporting focuses on the sources, uses and balances of current financial resources.
Expendable assets are assigned to the various governmental funds according to the purpose for which
they 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 are the Council’s Governmental Fund Types:

General Fund: This fund accounts for the general operating revenues and expenditures of the Council
not specifically required to be recorded elsewhere. Revenue sources consist of a State administrative
grant and other intergovernmental revenues.

Special Revenue Funds: These funds are used to account for proceeds from specific sources that are
restricted to expenditure for specific purposes. The Council has the following major Special Revenue
Funds:

Early Start GRF Fund — This fund receives grants monies to provide services to families and
children.

Early Start Temporary Assistance for Needy Families (TANF) Fund — This fund receives grant
monies to provide services to children ages 0-3 years old.

Early Intervention Fund — This fund receives federal grant money for the purpose of providing
services to families with young children who have disabilities from birth to 3 years of age.

Cluster Fund — This fund receives local monies from members of the Cluster for the purpose of
providing coordinated services and financial support in addressing the clinical needs of troubled

youth.

C. MEASUREMENT FOCUS

Government-wide Financial Statements

The government-wide financial statements are prepared using the economic resources measurement
focus. All assets and all liabilities associated with the operation of the Council are included on the
statement of net assets.
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NOTES TO THE BASIC FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2005
(Continued)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

C. MEASUREMENT FOCUS (continued)

Fund Financial Statements

All government funds are accounted for using the flow of current resources measurement focus.
With this measurement focus, only current assets and liabilities are generally included on the balance
sheet. The Statement of Revenues, Expenditures and Changes in Fund Balances reports on the
sources and 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.

D. 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. Governmental funds use the modified accrual basis of accounting. Differences
in the accrual and the modified accrual basis of accounting arise in the recognition of revenue, the
recording of deferred revenue and in the presentation of expenses versus expenditures.

Revenues - Revenue is recorded in the fiscal year in which the resources are measurable and become
available. 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.
The availability period used for recognition of revenue is sixty days.

Revenue sources that are considered to be both measurable and available at year end are grant
revenues and Cluster fund reimbursements due from other governments.

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

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

Expenditures / Expenses - On the accrual basis of accounting, expenses are recognized at the time
they are incurred. The measurement focus of governmental fund accounting is on decreases in the
net financial resources (expenditures) rather than on expenses. Expenditures are generally recognized
in the accounting period in which the related fund liability is incurred, if measurable.
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NOTES TO THE BASIC FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2005
(Continued)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

E. BUDGETARY DATA

The Council is required by Ohio Revised Code to file an annual budget with its administrative agent,
the Summit County Fiscal Officer, and the County of Summit Council. The Council estimates
revenues and expenditures for the year and submits these estimates to each of the required parties, as
well as, any changes made to these estimates during the year.

The original budgets presented on Budgetary Fund Statements include only resources available for
appropriation on January 1% Remaining resources, which become available July 1% as this is when
the new fiscal year commences for the majority of the Council’s funds, are reflected in the final
budget.

All monies (grants, contracts, fees and other receipts) paid to the Council are deposited by the County
Fiscal Officer to the Agency Funds of the Summit County Treasury which have been created for the

purpose of accounting for Council revenues and expenditures.

F. CAPITAL ASSETS AND DEPRECIATION

Capital and infrastructure assets utilized by the Council are considered property of the Summit
County Health District, Ohio Department of Health or other grantor and are therefore not reported as
capital assets of the Council.

G. COMPENSATED ABSENCES

Vacation and compensatory time benefits are accrued as a liability as the benefits are earned if the
employees’ rights to receive compensation are attributable to services already rendered and it is
probable that the employer will compensate the employees for the benefits through paid time off or
some other means. Sick leave benefits are accrued as a liability using the vesting method. An
accrual for earned sick leave is made to the extent that it is probable that the benefits will result in
termination payments. The liability is based on the Council’s past experience in making termination
payments.

The entire compensated absence liability is recorded on the government—wide financial statements.
For governmental funds, a liability is recorded for accumulated, unused, vacation when earned for all
employees with more than one year of service. A liability is recorded for employees who are
currently eligible to receive termination benefits and those the Council has identified as probable of
receiving payment in the future. The amount is based on accumulated sick leave and employees’
wage rates at year end, taking into consideration any limits specified in the Council’s termination
policy. The Council records a liability for accumulated unused sick leave for employees after one
year of service with the Council.
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NOTES TO THE BASIC FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2005
(Continued)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

H. ACCRUED LIABILITIES AND LONG TERM OBLIGATIONS

Payables, accrued liabilities and long-term obligations are reported in the government-wide financial
statements.

In general, Council payables and accrued liabilities, once incurred are paid in a timely manner and in
full from current financial resources and are reported as obligations of the funds. However,
compensated absences that will be paid from governmental funds are reported as a liability in the
fund financial statements only to the extent that they are due for payment during the current year.

I. FUND BALANCE RESERVES

Reserved fund balances indicate that a portion of the fund equity is not available for current
appropriation or use or is legally segregated for a specific future use. The unreserved portions of the
fund equity are available for use within the specific purpose of the funds.

J. NET ASSETS
Net assets represent the difference between assets and liabilities. Net assets are reported as restricted
when there are limitations imposed on their use through external restriction imposed by creditors,

grantors or laws or regulations of other governments.

K. INTERFUND ACTIVITY

During the normal course of operations, the Council has numerous transactions between funds.
These transactions are primarily operating transfers, which represent transfers of resources from a
fund receiving revenue to a fund through which those resources will be expended. Operating
transfers are recorded as other financing transfers in (out). The Council has no transfers.

L. FISCAL AND ADMINISTRATIVE AGENT

The Summit County Health District serves as both the fiscal and administrative agent for the Council.

M. FISCAL YEAR

The Council’s financial statements are prepared based on a fiscal year that commences January 1 and
terminates December 31 to conform with the fiscal year of its administrative and fiscal agent.

N. ESTIMATES
The preparation of the financial statements in conformity with generally accepted accounting

principles requires management to make estimates and assumptions that affect the amounts reported
in the financial statements and accompanying notes. Actual results may differ from those estimates.
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NOTES TO THE BASIC FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2005
(Continued)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

0. CASH AND INVESTMENTS

The Summit County Fiscal Officer is the custodian for the Council’s cash and investments. The
County’s cash and investment pool holds the Council’s cash and investments, which are reported at
the County Fiscal Officer’s carrying amount. The Council’s carrying amount of cash on deposit with
the County at December 31,2005 was $314,429. Deposits and investment disclosures for the County
as a whole may be obtained from the County by contacting Dan Hawke, Deputy Fiscal Officer of
Finance, County of Summit, 175 South Main Street, 44308-1306, (330)643-2878.

NEGATIVE CASH BALANCE

State and federal grants maintained by the Council are on a fiscal year that commences July 1 and
ends June 30, while the Council’s financial statements reflect a December 31 year end. As a result,
the Council’s financial statements may reflect a negative fund balance due to the timing of
reimbursement of state and federal grants. All negative balances are covered by the Summit County
Fiscal Officer until revenues are received and are presented as Fiscal Agent Payable. For the year
ended December 31, 2005, there were no negative balances in total in the Council’s governmental
funds.

BUDGETARY BASIS OF ACCOUNTING

While reporting financial position, results of operations and changes in fund balance on the basis of
generally accepted accounting principles (GAAP), the budgetary basis as provided by law is based
upon accounting for certain transactions on the basis of cash receipts and disbursements. The
statement of Statement of Revenues, Expenditures and Changes in Fund Balances - Budget (Non-
GAAP Basis) and Actual are presented in the basic financial statements for the General fund and
Major Special Revenue Funds. The major differences for those funds between the budget basis and
the GAAP basis are that:

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

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

BUDGETARY BASIS OF ACCOUNTING (Continued)

The adjustments necessary to convert the results of operations for the year from the Non-GAAP
Budget Basis to the GAAP Basis for the governmental funds are as follows:

Excess of Revenues Over/Under Expenditures
General and Major Special Revenue Fund Types

Early Start Early Start Early
General Fund GRF TANF Intervention Cluster
Non GAAP Budget Basis $ 9,976 $ 16,983 $ 90,484 $ 891 $ 109,294
Net Adjustment for Revenue Accruals - 179,466 (33,570) 123,234 (98,119)
Net Adjustment for Expenditure Accruals (2,728) (98,574) (20,083) (80,914) 20,166
GAAP Basis $ 7,248 $ 97875 $ 36,831 § 43211 $ 31,341

RECEIVABLES

Receivables at December 31, 2005, consisted of grant and Cluster Fund reimbursements due from
other governments. Grant payments and Cluster Fund reimbursements are deemed collectible in full.

DEFINED PENSION PLAN

All Council employees participate in the Ohio Public Employees Retirement System (OPERS).
OPERS administers three separate pension plans. The traditional plan is a cost sharing multiple
employer defined benefit pension plan. The member -directed plan is a defined contribution plan in
which the member invests both member and employer contributions (employer contributions vest
over five years at 20% per year). Under the member directed plan, members accumulate retirement
assets equal to the value of member and (vested) employer contributions plus any investment
earnings. The combined plan is a cost-sharing multiple-employer defined benefit pension plan that
has elements of both the defined benefit and a defined contribution plan. Under the combined plan,
employer contributions are invested by the retirement system to provide a formula retirement benefit
similar to the traditional plan. Member contributions are self directed investments by the member,
which accumulate retirement assets in a manner similar to the member-directed plan. OPERS
provides retirement, disability, survivors, and death benefits and annual cost of living adjustments to
members of the traditional and combined plans. Members of the member-directed plan do not qualify
for ancillary benefits. The Ohio Revised Code, chapter 145 assigns the authority to establish and
amend benefits to the OPERS Board of Trustees. OPERS issues a stand alone financial report, a copy
of which may be obtained by writing to the Public Employees Retirement System, 277 East Town
Street, Columbus, Ohio 43215-4642 or by calling 614 222-6705 or 1-800-222-PERS(7377).
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DEFINED PENSION PLAN (Continued)

For the year ended December 31, 2005, members of all three plans, except those in law enforcement
or public safety participating in the traditional plan, were required to contribute 8.5 % of their annual
covered salary to fund pension obligations. The Ohio Revised Code provides statutory authority for
member and employer contributions. The Council’s contribution rate for pension benefits for 2005
was 13.55 %. Employer contributions from the Council to OPERS for the years ended 2005, 2004
and 2003 were $40,435; $36,969 and $38,506, respectively, equal to the required contributions for
each year.

POST EMPLOYMENT BENEFITS OTHER THAN PENSION BENEFITS

The Ohio Public Employees Retirement System (OPERS) provides postretirement health care
coverage to age and service retirees with ten or more years of qualifying Ohio service credit with
either the traditional or combined plans. Health care coverage for disability recipients and primary
survivor recipients is available. Members of the member-directed plan do not qualify for post
employment health care coverage. The health care coverage provided by the retirement system is
considered an Other Post Employment Benefit (OPEB) as described in GASB Statement No. 12. A
portion of each employer’s contributions to OPERS is set aside for the funding of post retirement
health care. The employer contribution rate for the year 2005, for local government units was
13.55% of covered payroll, of which 4% was the portion used to fund health care for the year.

The Ohio revised Code provides statutory authority requiring public employers to fund post
retirement health care through their contributions to OPERS.

The entry age normal actuarial cost method of valuation is used in determining the present value of
OPEB. All investments are carried at market value. For actuarial valuation purposes, a smoothed
market approach is used and asset values are adjusted annually to reflect 25% of unrealized market
appreciation or depreciation on investment assets. The investment assumption rate of return for 2004
was 8.00%, which is based on the System’s latest Actuarial Review performed as of December 31,
2004. An annual increase of 4.00% compounded annually, is the base portion of the individual pay
increase assumption. Additionally, annual pay increases, over and above the 4.00% base increase,
were assumed to range from .50% to 6.30%. This assumes no change in the number of active
employees. Health care costs were assumed to increase 4% annually.

OPEB are advance -funded on an actuarially determined basis. OPEB are financed through employer
contributions and investment earnings thereon. The employer contributions amounted to $40,435 for
Council employees in 2005. The portion of Council employer contributions that were used to fund
post employment benefits was approximately $11,936. $10.8 billion represents the actuarial value of
the Retirement System’s net assets available for OPEB at December 31, 2004 (the latest information
available). The actuarially accrued liability and the unfunded actuarial accrued liability, based on the
actuarial cost method used, were 29.5 billion and 18.7 billion, respectively. At year end 2005, the
number of active contributing participants in the Traditional and Combined Plans was 376,109.
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POST EMPLOYMENT BENEFITS OTHER THAN PENSION BENEFITS (Continued)

In December 2001, the OPERS Board adopted the Health Care “Choices” Plan. The Choices Plan
will be offered to all persons newly hired in an OPERS covered position after January 1, 2005, with
no prior service credit accumulated toward health care coverage. The Choices Plan will incorporate a
cafeteria approach offering a broader range of health care options. The Choices Plan uses a graded
scale from ten to thirty years to calculate a monthly health care benefit. This is in contrast to the ten-
year “cliff” eligibility standard for the present Plan.

The benefit recipient will be free to select the option that best meets their needs. Recipients will fund
health care costs in excess of their monthly health care benefit. The Choices Plan will also offer a
spending account feature enabling the benefit recipient to apply their allowance toward specific
medical expenses, much like a medical spending account.

COMPENSATED ABSENCES

Vacation is accumulated at varying rates ranging from two to five weeks per year depending on
length of service. The amount of accumulated vacation that can be carried from year to year is
limited to 175 hours. Unused vacation is payable upon termination of employment. All employees
earn sick leave at the rate of 4.04 hours for each 70 hours of work completed. Sick leave credit
accumulates without limit. Upon retirement, an employee may be paid for 25% of his/her
accumulated sick leave credit. Sick leave is paid at a rate equal to the hourly rate at the time of
retirement, and may not exceed a total of 210 paid hours. All vacation payments are made at the
employee’s wage rate at the time of termination.

LONG TERM OBLIGATIONS

The following is a summary of changes in long term obligations, of the Council, for the year
ended December 31, 2005.

Beginning Ending Due Within
Governmental Activities: Balance Additions Deletions Balance One Year
Liabilities:
Compensated Absences $24.477 $8.298 $2,002 $30,773 $18.872
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RISK MANAGEMENT

The Council is exposed to various risks of property and casualty losses, and injuries to employees.

The Council insures against injuries to employees through the Ohio Bureau of Workers’
Compensation.

The Council belongs to the Public Entities Pool of Ohio (PEP), a risk-sharing pool available to Ohio
local governments. PEP provides property and casualty coverage for its members. PEP is a member
of the American Public Entity Excess Pool (APEEP). Member governments pay annual contributions
to fund PEP. PEP pays judgments, settlements and other expenses resulting from covered claims that
exceed the members’ deductibles.

Casualty Coverage
PEP retains casualty risks up to $250,000 per occurrence, including claim adjustment expenses. PEP
pays a percentage of its contributions to APEEP. APEEP reinsures claims exceeding $250,000, up to
$1,750,000 per claim and $10,000,000 in the aggregate per year. Governments can elect additional
coverage, from $2,000,000 to $12,000,000 with the General Reinsurance Corporation, through
contracts with PEP.

Iflosses exhaust PEP’s retained earnings, APEEP provides excess of funds available coverage up to
$5,000,000 per year, subject to a per-claim limit of $2,000,000.

Property Coverage

Through 2004, PEP retained property risks, including automobile physical damage, up to $100,000
on any specific loss in any one occurrence. The Travelers Indemnity Company reinsured losses
exceeding $100,000 up to $500 million per occurrence. APEEP’s Guarantee Fund was responsible
for losses and loss adjustment expenses exceeding operating contributions.

Beginning in 2005, Travelers reinsures specific losses exceeding $250,000 up to $600 million per
occurrence. APEEP reinsures members for specific losses exceeding $100,000 up to $250,000 per
occurrence, subject to an annual aggregate loss payment. Travelers provides aggregate stop-loss
coverage based upon the combined members’ total insurable value. If the stop loss is reached by
payment of losses between $100,000 and $250,000, Travelers will reinsure specific losses exceeding
$100,000 up to their $600 million per occurrence limit. The aggregate stop-loss limit for 2005 was
$1,682,589.

The aforementioned casualty and property reinsurance agreements do not discharge PEP’s primary
liability for claims payments on covered losses. Claims exceeding coverage limits are the obligation
of the Council.
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RISK MANAGEMENT (Continued)

Property and casualty settlements did not exceed insurance coverage for the past three fiscal years.

Members may withdraw on each anniversary of the date they joined PEP. They must provide written
notice to PEP 60 days in advance of the anniversary date. Upon withdrawal, members are eligible for
a full or partial refund of their capital contribution, minus the subsequent year’s premium. Also
upon withdrawal, payments for all property and casualty claims and claim expenses become the sole
responsibility of the withdrawing member, regardless of whether a claim was incurred or reported
prior to the withdrawal.

Financial Position

PEP’s financial statements (audited by other accountants) conform with generally accepted
accounting principles, and reported the following assets, liabilities and retained earnings at December
31, 2005 and 2004.

Casualty Coverage 2005 2004

Assets $29,719,675 $27,437,169
Liabilities (15,994.168) (13.880.038)
Retained earnings $13,725,507 $13,557,131
Property Coverage 2005 2004

Assets $4,443,332 $3,648,272
Liabilities (1.068,245) (540,073)
Retained earnings $3,375,087 $3,108,199

The Casualty Coverage assets and retained earnings above include approximately $14.3 million and
$12 million of unpaid claims to be billed to approximately 430 member governments in the future, as
of December 31, 2005 and 2004, respectively. PEP will collect these amounts in future annual
premium billings when PEP’s related liabilities are due for payment. The Fiscal Agent’s share of
these unpaid claims is approximately $63,914, of which the Council’s share cannot be broken out.

The Council’s administrative agent maintains property coverage through PEP for $1,194,000 with a
$500 deductible. General Liability has a $2,000,000 per occurrence limit and a $2,500 deductible.
Automobile liability has a 2,000,000 combined single limit of liability.

There has not been a significant reduction in coverage from the prior year. Settled claims have not
exceeded coverage in any of the past three years.
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11.

SUMMIT COUNTY FAMILY AND CHILDREN FIRST COUNCIL
NOTES TO THE BASIC FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2005
(Continued)

CONTINGIENT LIABILITIES

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

The Council has received notice from the Summit County Fiscal Office that two historical funds
belonging to the Council remain open with a combined negative cash balance of $48,604. There has
been no activity in these funds since 2002. The Council administrative agent at the time was the
Summit County Children’s Services Board. The Council has since changed fiscal agents to the
Summit County Health District. The Council is looking into issues which may have occurred during
the transition to determine which agency is responsible for repayment.
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SUMMIT COUNTY FAMILY AND CHILDREN FIRST COUNCIL

SUMMIT COUNTY

FEDERAL AWARDS RECEIPTS AND EXPENDITURES SCHEDULE
FOR THE YEAR ENDED DECEMBER 31, 2005

Federal Grantor/ Pass Through Federal
Pass Through Grantor/ Entity CFDA Federal Federal
Program Title Number Number Receipts Expenditures
U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES
Passed Through Summit County Department of Jobs and Family Services
Temporary Assistance for Needy Families (Early Start Expansion) FY05 93.558 $1,378,182 $1,071,990
Temporary Assistance for Needy Families (Wellness) FY05 68,022 62,463
Temporary Assistance for Needy Families (Early Start Expansion) FY06 413,500 629,208
Temporary Assistance for Needy Families (Wellness) FY06 16,317 29,757
Total Temporary Assistance for Needy Families 1,876,021 1,793,418
Passed Through Ohio Department of Health
Child Abuse Prevention Treatment Act (CAPTA) FY06 93.669 7,200
Passed Through Summit County Alcohol Drug Addiction and Mental Health Board
and Passed Through Child Guidance & Family Solutions
Family and Systems Together FYO06 93.556 6,819
Total U.S. Department of Health and Human Services 1,883,221 1,800,237
U.S. DEPARTMENT OF EDUCATION
Passed Through the Ohio Department of Health:
Special Education Grants for Infants and Families with Disabilities FY05 84.181 229,868 285,954
Special Education Grants for Infants and Families with Disabilities FYO06 246,467 189,492
Total U.S. Department of Education 476,335 475,446
Totals $2,359,556 $2,275,683

The accompanying notes to this schedule are an integral part of this schedule.
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SUMMIT COUNTY FAMILY AND CHILDREN FIRST COUNCIL
SUMMIT COUNTY

NOTES TO THE FEDERAL AWARDS RECEIPTS AND EXPENDITURES SCHEDULE
FOR THE YEAR ENDED DECEMBER 31, 2005

NOTE A--SIGNIFICANT ACCOUNTING POLICIES

The Federal Awards Receipts and Expenditures Schedule (the Schedule) is a summary of the activity of
the Summit County Family and Children First Council’s federal award programs. The Schedule has been

prepared on the cash basis of accounting.
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Auditor of State
Betty Montgomery

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

Summit County Family and Children First Council
Summit County

1100 Graham Road Circle

Stow, Ohio 44224

To the Executive Council:

We have audited the financial statements of the governmental activities, each major fund, and the
aggregate remaining fund information of the Summit County Family and Children First Council, Summit
County, Ohio, (the Council) as of and for the year ended December 31, 2005, which collectively comprise
the Council’s basic financial statements and have issued our report thereon dated September 22, 2006.
We conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in the Comptroller General of the United
States’ Government Auditing Standards.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the Council’s internal control over financial reporting to
determine our auditing procedures to express our opinions on the financial statements and not to opine on
the internal control over financial reporting. Our consideration of the internal control would not necessarily
disclose all matters in the internal control over financial reporting that might be material weaknesses. A
material weakness is a reportable 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 caused by error or
fraud in amounts material to the financial statements we audited may occur and not be timely detected by
employees when performing their assigned functions. We noted no matters involving the internal control
over financial reporting and its operation that we consider material weaknesses.

In a separate letter to the Council’s management dated September 22, 2006, we reported a matter
involving internal control over financial reporting we did not deem a reportable condition.

Compliance and Other Matters

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

101 Central Plaza South / 700 Chase Tower / Canton, OH 44702
Telephone: (330) 438-0617 (800) 443-9272 Fax: (330) 471-0001
www.auditor.state.oh.us
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Summit County Family and Children First Council

Summit County

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

Page 2

We intend this report solely for the information and use of the audit committee, management, Executive
Council, federal awarding agencies, and pass-through entities. It is not intended for anyone other than
these specified parties.

Tty Iwtgmany

Betty Montgomery
Auditor of State

September 22, 2006
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Auditor of State
Betty Montgomery

INDEPENDENT ACCOUNTANTS’ REPORT ON COMPLIANCE WITH REQUIREMENTS
APPLICABLE TO ITS MAJOR FEDERAL PROGRAM AND ON INTERNAL CONTROL OVER
COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133

Summit County Family and Children First Council
Summit County

1100 Graham Road Circle

Stow, Ohio 44224

To the Executive Council:
Compliance

We have audited the compliance of Summit County Family and Children First Council, Summit County,
Ohio, (the Council) with the types of compliance requirements described in the U.S. Office of Management
and Budget (OMB) Circular A-133, Compliance Supplement that apply to its major federal program for the
year ended December 31, 2005. The summary of auditor’s results section of the accompanying Schedule
of Findings identifies the Council’'s major federal program. The Council’'s management is responsible for
complying with the requirements of laws, regulations, contracts, and grants applicable to each major
federal program. Our responsibility is to express an opinion on the Council’'s compliance based on our
audit.

We conducted our audit of compliance in accordance with auditing standards generally accepted in the
United States of America; the standards applicable to financial audits contained in Government Auditing
Standards issued by the Comptroller General of the United States; and OMB Circular A-133, Audits of
States, Local Governments, and Non-Profit Organizations. Those standards and OMB Circular A-133
require that we plan and perform the audit to reasonably assure whether noncompliance occurred with the
types of compliance requirements referred to above that could directly and materially affect a major federal
program. An audit includes examining, on a test basis, evidence about the Council’'s compliance with those
requirements and performing other procedures we considered necessary in the circumstances. We believe
our audit provides a reasonable basis for our opinion. Our audit does not provide a legal determination on
the Council’s compliance with those requirements.

In our opinion, the Summit County Family and Children First Council complied, in all material respects, with
the requirements referred to above that apply to its major federal program for the year ended December 31,
2005.

Internal Control Over Compliance

The Council’s management is responsible for establishing and maintaining effective internal control over
compliance with requirements of laws, regulations, contracts, and grants applicable to federal programs. In
planning and performing our audit, we considered the Council’s internal control over compliance with
requirements that could directly and materially affect a major federal program to determine our auditing
procedures for the purpose of expressing our opinion on compliance and to test and report on internal
control over compliance in accordance with OMB Circular A-133.

101 Central Plaza South / 700 Chase Tower / Canton, OH 44702
Telephone: (330) 438-0617 (800) 443-9272 Fax: (330) 471-0001
www.auditor.state.oh.us
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Summit County Family and Children First Council

Summit County

Independent Accountants’ Report on Compliance with Requirements
Applicable to Each Major Federal Program and on Internal Control Over
Compliance in Accordance with OMB Circular A-133

Page 2

Our consideration of the internal control over compliance would not necessarily disclose all matters in the
internal control that might be material weaknesses. A material weakness is a reportable 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 noncompliance with applicable requirements of laws, regulations,
contracts and grants caused by error or fraud that would be material in relation to a major federal program
being audited may occur and not be timely detected by employees when performing their assigned
functions. We noted no matters involving the internal control over compliance and its operation that we
consider to be material weaknesses.

We intend this report solely for the information and use of the audit committee, management, Executive

Council, federal awarding agencies, and pass-through entities. It is not intended for anyone other than
these specified parties.

Tt hemtgmeny

Betty Montgomery
Auditor of State

September 22, 2006
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SUMMIT COUNTY FAMILY AND CHILDREN FIRST COUNCIL

SUMMIT COUNTY

SCHEDULE OF FINDINGS

OMB CIRCULAR A -133 § .505

DECEMBER 31, 2005

1. SUMMARY OF AUDITOR’S RESULTS

41

(d)(1)(i) Type of Financial Statement Opinion Unqualified
(d)(1)(ii) Were there any material control weakness | No
conditions reported at the financial statement
level (GAGAS)?
(d)(1)(ii) Were there any other reportable control | No
weakness conditions reported at the financial
statement level (GAGAS)?
(d)(1)(iii) Was there any reported material noncompliance | No
at the financial statement level (GAGAS)?
(d)(1)(iv) Were there any material internal control | No
weakness conditions reported for major federal
programs?
(d)(1)(iv) Were there any other reportable internal control | No
weakness conditions reported for major federal
programs?
(d)(1)(v) Type of Major Programs’ Compliance Opinion Unqualified
(d)(1)(vi) Are there any reportable findings under § .510? | No
(d)(1)(vii) Major Programs (list): Temporary Assistance for Needy
Families CFDA #93.558
(d)(1)(viii) Dollar Threshold: Type A\B Programs Type A: > $ 300,000
Type B: all others
(d)(1)(ix) Low Risk Auditee? Yes
2. FINDINGS RELATED TO THE FINANCIAL STATEMENTS
REQUIRED TO BE REPORTED IN ACCORDANCE WITH GAGAS
None
| 3. FINDINGS AND QUESTIONED COSTS FOR FEDERAL AWARDS
None
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