PREBLE COUNTY SCHOOLS REGIONAL COUNCIL OF GOVERNMENTS
PREBLE COUNTY

REGULAR AUDIT

FOR THE YEARS ENDED JUNE 30, 2008-2007






PREBLE COUNTY SCHOOLS REGIONAL COUNCIL OF GOVERNMENTS
PREBLE COUNTY

TABLE OF CONTENTS

TITLE PAGE
1000}V g I = 1 (] ST 1
Independent ACCOUNTANTS' REPOI.......uiiiiii e e e e e s e e e e e e s st re e e e e e e s s santsreeeeeesasnnrrareeeaens 3

Statement of Cash Receipts, Cash Disbursements, and Changes in
Fund Cash Balance — Enterprise Fund -

For the Years Ended June 30, 2008 ANd 2007 ........uiiieeuiiiiieeeeiee e e e e e e e e e e e e e s aaesesst s e s ssaaseseaaeeeserans

NoOteS t0 the FINANCIAl STAIEMENTS .....uuiiiiee ettt et e e et e e e et e e s st e e e sab e e s saaa e e sssaaeeserasss

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



This page intentionally left blank.



Mary Tavylor, cpra

Auditor of State

Preble County Schools Regional Council of Governments
Preble County

597 Hillcrest Drive

Eaton, Ohio 45320

To the Council of Governments:

As you are aware, the Auditor of State’s Office (AOS) must modify the Independent Accountants’ Report
we provide on your financial statements due to an interpretation from the American Institute of Certified
Public Accountants (AICPA). While AOS does not legally require your government to prepare financial
statements pursuant to Generally Accepted Accounting Principles (GAAP), the AICPA interpretation
requires auditors to formally acknowledge that you did not prepare your financial statements in
accordance with GAAP. Our Report includes an adverse opinion relating to GAAP presentation and
measurement requirements, but does not imply the amounts the statements present are misstated under
the non-GAAP basis you follow. The AOS report also includes an opinion on the financial statements you
prepared using the cash basis and financial statement format the AOS permits.

Mary Taylor, CPA
Auditor of State

November 25, 2008

Corporate Centre of Blue Ash /11117 Kenwood Rd. / Blue Ash, OH 45242
Telephone: (513) 361-8550 (800) 368-7419 Fax: (513) 361-8577
www.auditor.state.oh.us
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Mary Tavylor, cpra

Auditor of State

INDEPENDENT ACCOUNTANTS’ REPORT

Preble County Schools Regional Council of Governments
Preble County

597 Hillcrest Drive

Eaton, OH 45320

To the Council of Governments:

We have audited the accompanying financial statements of the Preble County Schools Regional Council
of Governments, Preble County, Ohio (the Council), as of and for the years ended June 30, 2008 and
2007. These financial statements are the responsibility of the Council’'s management. Our responsibility
is to express an opinion 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 opinion.

As described more fully in Note 1, the Council has prepared these financial statements using accounting
practices the Auditor of State prescribes or permits. These practices differ from accounting principles
generally accepted in the United States of America (GAAP). Although we cannot reasonably determine
the effects on the financial statements of the variances between these regulatory accounting practices
and GAAP, we presume they are material.

Revisions to GAAP require the Council to reformat its financial statement presentation and make the
changes effective for the years ended June 30, 2008 and 2007. While the Council does not follow GAAP,
generally accepted auditing standards requires us to include the following paragraph if the statements do
not substantially conform to GAAP presentation requirements. The Auditor of State permits, but does not
require governments to reformat their statements. The Council has elected not to follow GAAP statement
formatting requirements. The following paragraph does not imply the amounts reported are materially
misstated under the accounting basis the Auditor of State permits. Our opinion on the fair presentation of
the amounts reported pursuant to its non-GAAP basis is in the second following paragraph.

In our opinion, because of the effects of the matter discussed in the preceding two paragraphs, the
financial statements referred to above for the years ended June 30, 2008 and 2007 do not present fairly,
in conformity with accounting principles generally accepted in the United States of America, the financial
position of the Council as of June 30, 2008 and 2007, or its changes in financial position for the years
then ended.

Corporate Centre of Blue Ash /11117 Kenwood Rd. / Blue Ash, OH 45242
Telephone: (513) 361-8550 (800) 368-7419 Fax: (513) 361-8577
www.auditor.state.oh.us
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Independent Accountants’ Report

Page 2

Also, in our opinion, the financial statements referred to above present fairly, in all material respects, the
fund cash balances of the Council as of June 30, 2008 and 2007, and its cash receipts and
disbursements for the years then ended on the accounting basis Note 1 describes.

The Council has not presented Management’'s Discussion and Analysis, which accounting principles
generally accepted in the United States of America has determined is necessary to supplement, although
not required to be part of, the financial statements.

In accordance with Government Auditing Standards, we have also issued our report dated November 25,
2008, 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.

Mary Taylor, CPA
Auditor of State

November 25, 2008



PREBLE COUNTY SCHOOLS REGIONAL COUNCIL OF GOVERNMENTS
PREBLE COUNTY

STATEMENT OF CASH RECEIPTS, CASH DISBURSEMENTS AND
CHANGES IN FUND CASH BALANCE - ENTERPRISE FUND
FOR THE FISCAL YEARS ENDED JUNE 30, 2008 AND 2007

2008 2007
Operating Cash Receipts:
Health Benefit Premium Deposits $958,979 $1,184,467
Total Operating Cash Receipts 958,979 1,184,467
Operating Cash Disbursements:
Medical Claims 138,868 208,868
Management Fees 9,268 9,910
Bank Fees 754 701
Audit Fees 4,248
Advertising Fee 14
Miscellaneous 40 250
Total Operating Cash Disbursements 148,944 223,977
Operating Cash Receipts Over
Operating Cash Disbursements 810,035 960,490
Non-Operating Cash Receipts:
Interest 206,249 215,607
Receipts Over Disbursements 1,016,284 1,176,097
Fund Cash Balance, July 1 4,774,543 3,598,446
Fund Cash Balance, June 30 $5,790,827 $4,774,543

The notes to the financial statements are an integral part of this statement.
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1.

PREBLE COUNTY SCHOOLS REGIONAL COUNCIL OF GOVERNMENTS
PREBLE COUNTY

NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2008 AND 2007

Summary of Significant Accounting Policies

A.

Description of the Entity

The Preble County Schools Regional Council of Governments, Preble County, Ohio (the
Council) is a body politic and corporate established for the purpose of exercising the rights and
privileges conveyed to it by the constitution and laws of the State of Ohio as defined by
Chapter 167 of the Ohio Revised Code.

The Council is an insurance-purchasing public entity risk pool as defined by paragraphs 10 and
13b of the Governmental Accounting Standards Board Statement No. 10. It was formed to
carry out a cooperative program for the provision and administration of health care benefits for
member employees and to promote cooperative programs, which may be approved in
accordance with the Council by-laws.

The Council Governing Board is the legislative decision-making body of the Council and is
comprised of the superintendent or executive officer from each member district. As of June 30,
2008 there were 6 members of the Council.

The Preble County Schools have agreed to an alternate funding arrangement for medical
benefits. The program remains insured and is called Contingent Premium, which is a reduced
pre-payment form of insurance with an annual settlement.

Funds received by the Council consist of medical premium rates for each of the member
school districts’ participating employees. Rates are contingent upon the level of claims
utilization. The Council operates in the following manner:

1. Each member school district pays a monthly contingent premium rate to the insurance
carrier for single and family units covered.

2. The fiscal agent deposits the difference between the Risk Premium rate and the
Contingent Premium rate into a Council bank account each month.

3. At the end of the experience period, the insurance carrier submits an invoice to the
Council for claims incurred that exceed the premium dollars received.

4.  Within six months of the end of the contract renewal (March of each year) an annual
settlement will be made which will compare the contingent premium, risk premium,
incurred claims, retention charges and all other data required for settlement in
determination of the liability, if any, to the insurance carrier. The Council’s liability will be
determined in the following manner:

A. If the incurred claims plus retention is greater than cumulative contingent premium,
no payment shall be due from either party.

B. If the incurred claims plus retention is greater than the cumulative contingent
premium, but less than the cumulative risk premium, the Council would pay the
insurance carrier the difference between the incurred claims plus retention and the
cumulative contingent premium.
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PREBLE COUNTY SCHOOLS REGIONAL COUNCIL OF GOVERNMENTS
PREBLE COUNTY

NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2008 AND 2007
(Continued)

Summary of Significant Accounting Policies

C. If the incurred claims plus retention exceeds the cumulative risk premium, the
Council shall pay the difference between the cumulative risk premium and the
cumulative contingent premium, and the amount in excess of the risk premium
shall become the liability of the insurance carrier.

The Council implemented a high deductible second medical Core option effective September
1, 2006. Each district was provided the opportunity to offer both options to their employees.
The Council agreed that each district could offer a Health Reimbursement Arrangement (HRA)
for their employees to offset the higher deductibles. Each district board controls the HRA, the
local district contributes all dollars contributed to the HRA account. The employees of each
district have no vested interest in any remaining HRA account balances at the time of
termination and/or retirement.

The Council also voted to incorporate the dental plans insured by Anthem Blue Cross and Blue
Shield effective September 1, 2006 under the Contingent Premium arrangement. There will be
a separate settlement for the dental coverage.

The Council approved a resolution dated March 3, 1997 establishing the minimum balance for
the Council of two and a half times the estimated liability.

The Council Governing Board is the advisory body of the Council. It consists of the authorized
representative of each member public school district, which is the superintendent or his/her
designate. Among other responsibilities, the Governing Board reviews the applications of
potential new Council members, reviews health insurance policies, and selects carriers for
insurance coverage. The Governing Board also reviews contracts for the purpose of selecting
third-party administrators and makes recommendations related to member program costs and
adjustments.

The Council Agreement can be terminated by two-thirds vote of the Governing Board. Upon
such termination, the excess funds of any employee benefit trust, if any, left after payment of
the obligations of such trust and the payment of the reasonable and necessary expenses
incurred in termination of such trust, shall be used toward the initial cost of whatever insurance
provider or insurance vehicle replaces such trust for each member district at the time of
termination. Any such distributions for the benefit of a member district shall be in proportion to
the total contributions made by such member district while a member of the Council to the total
contributions made by all member districts while members of the Council.

The Council's management believes these financial statements present all activities for which
the Council is financially accountable.

Basis of Accounting

These financial statements follow the basis of accounting prescribed or permitted by the
Auditor of State, which is similar to the cash receipts and disbursements basis of accounting.
Receipts are recognized when received in cash rather than when they are earned.
Disbursements are recognized when they are paid rather than when a liability is incurred.

These statements include adequate disclosure of material matters, as prescribed or permitted
by the Auditor of State.
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PREBLE COUNTY SCHOOLS REGIONAL COUNCIL OF GOVERNMENTS
PREBLE COUNTY

NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2008 AND 2007
(Continued)

Summary of Significant Accounting Policies (Continued)

C.

Cash and Investments

The Council invested in STAR Ohio (the State Treasurer’s investment pool) which are recorded
at share values that STAR Ohio reports.

Fund Accounting

The Council maintains its accounting records in accordance with the principles of “fund”
accounting. Fund accounting is a concept developed to meet the needs of government entities
in which legal or other restraints require the recording of specific receipts and disbursements.
The Council uses an Enterprise Fund to account for operations (a) that are financed and
operated in a manner similar to private business enterprises, where the intent of the governing
body is that the costs of providing goods or services to the general public on a continuing basis
be financed or recovered primarily through user charge; or (b) where the governing board has
decided that periodic determination of revenues earned, expenses incurred, and/or net income
is appropriate for capital maintenance, public policy, management control, accountability or
other purposes.

Cash and Investments

The Preble County Educational Service Center (the Service Center) serves as the fiscal agent for

the Council. The Ohio Revised Code prescribes allowable deposits and investments. The carrying

amount of cash and investments at June 30, 2008 and 2007 was as follows:

June 30, 2008 June 30, 2007
Demand Deposits $2,112 $9,995
Investments:
Star Ohio 5,788,715 4,764,548
Total Investments 5,788,715 4,764,548
Total Deposits and Investments $5,790,827 $4,774,543
Deposits

Deposits are either insured by the Federal Depository Insurance Corporation.

Investments

Investments in STAR Ohio are not evidenced by securities that exist in physical or book-entry form.



PREBLE COUNTY SCHOOLS REGIONAL COUNCIL OF GOVERNMENTS
PREBLE COUNTY

NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2008 AND 2007
(Continued)

Risk Management
The Council contracts with:

1. Advanced Benefit Planning, Inc., a consulting/brokerage firm to provide expertise in the area of
health care benefits and funding arrangements with Anthem Blue Cross and Blue Shield;

2. Pohlman and Talmage, a local CPA firm to monitor the revenue and disbursements from all
member districts in the Council’s reserve account;

3. Infinisource provides expertise in the area of federal Cobra legislation by providing Cobra
notification to eligible participants; and

4. BusinessPlans, Inc. to manage the Health Reimbursement Arrangement (HRA) employee
payments and district account balances.

Risk Liability

Contingent premium is a pre-payment form of insurance with an annual settlement. The member
districts pay Anthem Blue Cross and Blue Shield 90% of the conventional fully insured rates with a
maximum liability of 110% of the conventional fully insured rates. This alternate funding
arrangement insured through Anthem Blue Cross and Blue Shield requires an annual settlement
within six months of the contract renewal.

The amount of liability is pre-determined each contract year (September 1). The estimated medical
liability for the contract year September 1, 2007 through August 31, 2008 is $1,356,396 due in the
spring of 2009; the estimated medical liability for the contract year September 1, 2008 through
August 31, 2009 is $1,356,001. The estimated dental liability for the contract year September 1,
2007 through August 31, 2008 is $74,528 due in the spring of 2009; and the estimated dental
liability for the contract year September 1, 2008 through August 31, 2009 is $76,940.

Since the Council’s inception in September 1992, the reserve account has exceeded the estimated
liability established by Anthem Blue Cross and Blue Shield.

10



Mary Tavylor, cpra

Auditor of State

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

Preble County Schools Regional Council of Governments
Preble County

597 Hillcrest Drive

Eaton, Ohio 45320

To the Council of Governments:

We have audited the financial statements of the Preble County Schools Regional Council of
Governments, Preble County, Ohio (the Council), as of and for the years ended June 30, 2008 and 2007,
and have issued our report thereon dated November 25, 2008 wherein we noted the Council followed
accounting practices the Auditor of State prescribes rather than accounting principles generally accepted
in the United States of America. 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
as a basis for designing our audit procedures for expressing our opinion on the financial statements, but
not to opine on the effectiveness of the Council’s internal control over financial reporting. Accordingly, we
have not opined on the effectiveness of the Council’s internal control over financial reporting.

A control deficiency exists when the design or operation of a control does not allow management or
employees, in 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 Council’s ability to initiate, authorize, record, process, or report financial data reliably in
accordance with its applicable accounting basis, such that there is more than a remote likelihood that the
Council’'s internal control will not prevent or detect a more-than-inconsequential financial statement
misstatement.

A material weakness is a significant deficiency, or combination of significant deficiencies resulting in more
than a remote likelihood that the Council’s internal control will not prevent or detect a material financial
statement misstatement.

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

We noted a certain matter that we reported to the Council's management in a separate letter dated
November 25, 2008.

Corporate Centre of Blue Ash /11117 Kenwood Rd. / Blue Ash, OH 45242
Telephone: (513) 361-8550 (800) 368-7419 Fax: (513) 361-8577
www.auditor.state.oh.us
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Preble County Schools Regional Council of Governments

Preble County

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

Page 2

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.

We did note a certain noncompliance or other matter that we reported to the Council’'s management in a
separate letter dated November 25, 2008.

We intend this report solely for the information and use of the audit committee, management, and the
Council. We intend it for no one other than these specified parties.

Mary Taylor, CPA
Auditor of State

November 25, 2008
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Mary Taylor, cra

Auditor of State

PREBLE COUNTY SCHOOLS REGIONAL COUNCIL OF GOVERNMENTS

PREBLE COUNTY

CLERK’'S CERTIFICATION
This is atrue and correct copy of the report which is required to be filed in the Office of the
Auditor of State pursuant to Section 117.26, Revised Code, and which is filed in Columbus, Ohio.

desan Poabbitt

CLERK OF THE BUREAU

CERTIFIED
DECEMBER 11, 2008

88 E. Broad St. / Fourth Floor / Columbus, OH 43215-3506
Telephone: (614) 466-4514 (800) 282-0370 Fax: (614) 466-4490
www.auditor.state.oh.us
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