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INDEPENDENT AUDITORS' REPORT

To the Board of Education
Hamilton County Educational Service Center:

We have audited the accompanying financial statements of the governmental activities, each major 
fund, and the aggregate remaining fund information of the Hamilton County Educational Service 
Center (the Service Center), as of and for the year ended June 30, 2007, which collectively 
comprise the Service Center’s basic financial statements as listed in the table of contents.  These 
financial statements are the responsibility of the Service Center's management.  Our responsibility 
is to express opinions on these financial statements based on our audit.

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

In our opinion, the financial statements referred to above present fairly, in all material respects, the 
respective financial position of the governmental activities, each major fund, and the aggregate 
remaining fund information of the Hamilton County Educational Service Center as of June 30, 
2007, and the respective changes in financial position thereof for the year then ended in conformity 
with accounting principles generally accepted in the United States of America. 

In accordance with Government Auditing Standards, we have also issued our report dated 
December 13, 2007 on our consideration of the Service Center's internal control over financial 
reporting and on our tests of its compliance with certain provisions of laws, regulations, contracts 
and grant agreements and other matters.  The purpose of that report is to describe the scope of our 
testing of internal control over financial reporting and compliance and the results of that testing, 
and not to provide an opinion on the internal control over financial reporting or on compliance.  
That report is an integral part of an audit performed in accordance with Government Auditing 
Standards and should be considered in assessing the results of our audit.



The Management’s Discussion and Analysis on pages 3 through 9 is not a required part of the 
basic financial statements but is supplementary information required by accounting principles 
generally accepted in the United States of America.  We have applied certain limited procedures, 
which consisted principally of inquiries of management regarding the methods of measurement 
and presentation of the required supplementary information.  However, we did not audit the 
information and express no opinion on it.

For the budgetary comparison information on pages 38 through 42, we have applied certain limited
procedures, which consisted principally of inquiries of management regarding the methods of 
measurement and presentation of the supplementary information.  However, we did not audit the 
information and express no opinion on it.

Our audit was conducted for the purpose of forming opinions on the financial statements that 
collectively comprise the Service Center’s basic financial statements.  The accompanying 
schedule of expenditures of federal awards is presented for purposes of additional analysis as 
required by U.S. Office of Management and Budget Circular A-133, Audits of States, Local 
Governments, and Non-Profit Organizations, and is not a required part of the basic financial 
statements.  Such information has been subjected to the auditing procedures applied in the audit 
of the basic financial statements and, in our opinion, is fairly stated, in all material respects, in 
relation to the basic financial statements taken as a whole.

Cincinnati, Ohio
December 13, 2007
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Pass Through Federal
Entity CFDA Federal Federal

Federal Grantor/Program Title Number Number Revenues Expenditures

(Passed through Ohio Department of Education)
Child & Adult Care Food Program n/a 10.558 293,357 354,162 

Total U.S. Department of Agriculture 293,357 354,162 

(Passed through State Library of Ohio)
State Library Program n/a 45.310 27,702 18,766 

Total Institute of Museum & Library Services 27,702 18,766 

U.S. Department of Education:
(Passed through Ohio Department of Education)

Title I Grants to Local Educational Agencies C1 84.010 439,387 351,232 

Safe and Drug-Free Schools and Communities - State Grants DR 84.186 282,645 187,193 

Javits Gifted & Talented Students Education Grant Program JG 84.206 8,333 10,973 

Special Education- State Personnel Development ST 84.323 512,828 548,085 

English Language Acquisition Grants T3 84.365 62,327 48,069 

Improving Teacher Quality State Grants TR 84.367 345,739 336,151 

Special Education Cluster:
Special Education - Grants to States 6B 84.027 2,339,042 2,554,223 
Special Education - Preschool Grants PG 84.173 155,160 73,331 

Total Special Education Cluster 2,494,202 2,627,554 

Total U.S. Department of Education 4,145,461 4,109,257 

U.S. Department of Health & Human Services:
(Passed through Ohio Department of Job and Family Services)

Temporary Assistance for Needy Families n/a 93.558 4,251,092 3,986,592 

(Passed through Cincinnati-Hamilton Co. Community
Action Agency)

Head Start n/a 93.600 3,966,474 4,341,412 

(Passed through the Ohio Department of Mental Retardation
and Developmental Disabilities)

Community Alternative Funding System (CAFS) n/a 93.778 801 801 

Total U.S. Department of Health & Human Sevices 8,218,367 8,328,805 

Total Federal Awards $ 12,684,887 12,810,990

NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS:

NOTE A - SIGNIFICANT ACCOUNTING POLICIES

HAMILTON COUNTY EDUCATIONAL SERVICE CENTER

Schedule of Expenditures of Federal Awards

Year Ended June 30, 2007
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The schedule of expenditures of federal awards is a summary of the activity of the Service Center's federal award programs. The
schedule has been prepared on the cash basis of accounting.

U.S. Department of Agriculture:

Institute of Museum & Library Services:



REPORT ON INTERNAL CONTROL OVER FINANCIAL
REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN

AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE
WITH GOVERNMENT AUDITING STANDARDS

To the Board of Education
Hamilton County Educational Service Center:

We have audited the financial statements of the governmental activities, each major fund, and the 
aggregate remaining fund information of Hamilton County Educational Service Center (the
Service Center) as of and for the year ended June 30, 2007, which collectively comprise the 
Service Center’s basic financial statements and have issued our report thereon dated December 13, 
2007. 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. 

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the Service Center’s internal control over 
financial reporting as a basis for designing our auditing procedures for the purpose of expressing 
our opinion on the financial statements, but not for the purpose of expressing an opinion on the 
effectiveness of the Service Center’s internal control over financial reporting.  Accordingly, we do 
not express an opinion on the effectiveness of the Service Center’s internal control over financial 
reporting.

Our consideration of internal control over financial reporting was for the limited purpose described 
in the preceding paragraph and would not necessarily identify all deficiencies in internal control 
over financial reporting that might be significant deficiencies or material weaknesses.  However, as 
discussed below, we identified certain deficiencies in internal control over financial reporting that 
we consider to be significant deficiencies.

A control deficiency exists when the design or operation of a control does not allow management 
or employees, in the normal course of performing their assigned functions, to prevent or detect 
misstatements on a timely basis.  A significant deficiency is a control deficiency, or combination 
of control deficiencies, that adversely affects the Service Center’s ability to initiate, authorize, 
record, process, or report financial data reliably in accordance with generally accepted 
accounting principles such that there is more than a remote likelihood that a misstatement of the 
Service Center’s financial statements that is more than inconsequential will not be prevented or 
detected by the Service Center’s internal control.  
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We consider the deficiencies described in the accompanying schedule of findings and questioned 
costs as items 2007-1 and 2007-2 to be significant deficiencies in internal control over financial 
reporting.

A material weakness is a significant deficiency, or combination of significant deficiencies, that 
results in more than a remote likelihood that a material misstatement of the financial statements 
will not be prevented or detected by the Service Center’s internal control.

Our consideration of the internal control over financial reporting was for the limited purpose 
described in the first paragraph of this section and would not necessarily identify all deficiencies 
in the internal control that might be significant deficiencies and, accordingly, would not 
necessarily disclose all significant deficiencies that are also considered to be material 
weaknesses.  However, of the significant deficiencies described above, we consider item 2007-2
to be a material weakness.

Compliance And Other Matters

As part of obtaining reasonable assurance about whether the Service Center’s financial statements 
are free of material misstatement, we performed tests of its compliance with certain provisions of 
laws, regulations, contracts, and grant agreements, 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 or other matters that are required to be reported under Government Auditing 
Standards.  

We noted certain matters that we reported to management of the Service Center in a separate letter 
dated December 13, 2007.

The Service Center’s responses to the findings identified in our audit are described in the 
accompanying schedule of findings and questioned costs.  We did not audit the Service Center’s 
response, and, accordingly, we express no opinion on it.

This report is intended solely for the information and use of management, the Board of Education 
and federal awarding agencies and pass-through entities, and is not intended to be and should not 
be used by anyone other than these specified parties.

Cincinnati, Ohio
December 13, 2007
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REPORT ON COMPLIANCE WITH REQUIREMENTS APPLICABLE TO 
EACH MAJOR PROGRAM AND INTERNAL CONTROL OVER COMPLIANCE IN 

ACCORDANCE WITH OMB CIRCULAR A-133

To the Board of Education
Hamilton County Educational Service Center:

Compliance

We have audited the compliance of the Hamilton County Educational Service Center (the Service 
Center) with the types of compliance requirements described in the U.S. Office of Management 
and Budget (OMB) Circular A-133 Compliance Supplement that are applicable to each of its major 
federal programs for the year ended June 30, 2007.  Hamilton County Educational Service Center’s 
major federal programs are identified in the summary of auditors’ results section of the 
accompanying schedule of findings and questioned costs.  Compliance with the requirements of 
laws, regulations, contracts and grants applicable to each of its major federal programs is the 
responsibility of the Service Center’s management.  Our responsibility is to express an opinion on 
the Service Center’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 obtain reasonable assurance 
about whether noncompliance with the types of compliance requirements referred to above that 
could have a direct and material effect on a major federal program occurred.  An audit includes 
examining, on a test basis, evidence about the Service Center’s compliance with those 
requirements and performing such other procedures as we considered necessary in the 
circumstances.  We believe that our audit provides a reasonable basis for our opinion.  Our audit 
does not provide a legal determination on the Service Center's compliance with those requirements.

In our opinion, the Hamilton County Educational Service Center complied, in all material respects, 
with the requirements referred to above that are applicable to each of its major federal programs for 
the year ended June 30, 2007.  
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Internal Control Over Compliance

The management of the Service Center 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 Service 
Center’s internal control over compliance with requirements that could have a direct and material 
effect on a major federal program in order to determine our auditing procedures for the purpose of 
expressing our opinion on compliance, but not for the purpose of expressing an opinion on the 
effectiveness of internal control over compliance.  Accordingly, we do not express an opinion on 
the effectiveness of the Service Center’s internal control over compliance.  

A control deficiency in the Service Center’s internal control over compliance exists when the 
design or operation of a control does not allow management or employees, in the normal course 
of performing their assigned functions, to prevent or detect noncompliance with a type of 
compliance requirement of a federal program on a timely basis. A significant deficiency is a 
control deficiency, or combination of control deficiencies, that adversely affects the entity’s 
ability to administer a federal program such that there is more than a remote likelihood that 
noncompliance with a type of compliance requirement of a federal program that is more than 
inconsequential will not be prevented or detected by the Service Center’s internal control.  

A material weakness is a significant deficiency, or combination of significant deficiencies, that 
results in more than a remote likelihood that material noncompliance with a type of compliance 
requirement of a federal program will not be prevented or detected by the Service Center’s 
internal control.

Our consideration of internal control over compliance was for the limited purpose described in 
the first paragraph of this section and would not necessarily identify all deficiencies in internal 
control that might be significant deficiencies or material weaknesses. We did not identify any 
deficiencies in internal control over compliance that we consider to be material weaknesses, as 
defined above.

This report is intended solely for the information and use of management, the Board of Education,
federal awarding agencies and pass-through entities, and is not intended to be and should not be 
used by anyone other than those specified parties.

Cincinnati, Ohio
December 13, 2007
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HAMILTON COUNTY EDUCATIONAL SERVICE CENTER

Schedule of Findings and Questioned Costs

Year Ended June 30, 2007

Section I - Summary of Auditors’ Results

Financial Statements

Type of auditors' report issued: unqualified
Internal control over financial reporting:
• Material weakness(es) identified? yes
• Significant deficiency(ies) identified that are not

considered to be material weaknesses? yes

Noncompliance material to financial statements noted? no

Federal Awards

Internal Control over major programs:
• Material weakness(es) identified? no
• Significant deficiency(ies) identified

not considered to be material weaknesses? no

Type of auditors’ report issued on compliance for major programs: unqualified

Any audit findings disclosed that are required
to be reported in accordance with section
510(a) of OMB Circular A-133? no

Identification of major programs:

CFDA 93.600- Head Start
CFDA 84.323- Special Education- State Personnel Development
CFDA 84.027 & 84.173- Special Education Cluster

 Dollar threshold to distinguish between
Type A and Type B Programs: $384,330

Auditee qualified as low-risk auditee? yes
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Section II – Financial Statement Findings

Finding 2007-1 – Prior Period Adjustment

During the fiscal year, the Service Center hired an appraisal company to perform a 
comprehensive inventory of capital assets.   As a result of this process, it as determined the 
Service Center’s capital assets were overstated by $3,057,874 due to equipment and 
furnishings which had been disposed but had not been removed from capital assets records.  
Thus, these items were reported in error on the Service Center’s financial statements for the 
year ended June 30, 2006.  A prior period adjustment to net assets in the amount of $30,166 
was recorded to remove the cost of the capital of assets in the amount of $3,057,874 and the 
related accumulated depreciation of $3,027,708.  

Management response: Management concurs with the finding.

Finding 2007-2 – Audit Adjustments

During the course of our audit, we identified a number of material misstatements in the 
financial statements for the year under audit that were not initially identified by the Service 
Center’s internal control.  Throughout the year, the Service Center maintains its books and 
records on the cash-basis of accounting and converts its financial statements at year-end to 
generally accepted accounting principles. The audit adjustments were necessary to correct 
errors in the Service Center’s conversion process. A description of each adjustment 
follows:

• Compensated Absences.  An audit adjustment was necessary to correct 
compensated absences.  The Service Center reported a liability for severance 
payments that had been paid prior to June 30, 2007.  Liabilities were overstated 
by $212,155.

• Intergovernmental Receivables. Audit adjustments were necessary to correct 
intergovernmental receivables and deferred revenue.  Intergovernmental 
receivables reported at June 30, 2007 were overstated in the Miscellaneous 
Federal Grant Fund by $466,781 due to the recording of receivables for grants for
which eligibility requirements had not been met.  Also, deferred revenue was 
overstated in the Head Start Fund by $715,187 as the Service Center had not 
properly recognized revenue for items received in the available period.

• Capital Assets. Capital assets in the Governmental Activities were overstated by 
$345,830 due to an improper capitalization of the building purchase.  

Management response: Management concurs with the finding.
 

Section III – Federal Award Findings and Questioned Costs

None.
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HAMILTON COUNTY EDUCATIONAL SERVICE CENTER

Schedule of Prior Audit Findings

Year Ended June 30, 2007

The prior audit disclosed no instances of noncompliance with requirements of major federal 
programs.  In addition, no significant deficiencies or material weaknesses with internal controls 
over compliance were reported in the prior year.
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