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Board of Directors 
Lake Erie Regional Council of Governments 
1885 Lake Ave  
Elyria, Ohio  44035 
 
 
We have reviewed the Independent Auditor’s Report of the Lake Erie Regional Council of 
Governments, Lorain County, prepared by Balestra, Harr & Scherer, CPAs, Inc., for the audit 
period July 1, 2009 through June 30, 2010.  Based upon this review, we have accepted these 
reports in lieu of the audit required by Section 117.11, Revised Code.  The Auditor of State did 
not audit the accompanying financial statements and, accordingly, we are unable to express, and 
do not express an opinion on them.   
 
Our review was made in reference to the applicable sections of legislative criteria, as reflected by 
the Ohio Constitution, and the Revised Code, policies, procedures and guidelines of the Auditor 
of State, regulations and grant requirements.  The Lake Erie Regional Council of Governments is 
responsible for compliance with these laws and regulations. 
 
 
 
 
 
 
 
 
Dave Yost 
Auditor of State 
 
March 2, 2011  
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Independent Auditor’s Report 

 
Lake Erie Regional Council of Governments 
Lorain, County 
1885 Lake Avenue 
Elyria, Ohio  44035  
 
To the Members of Council: 
 
We have audited the accompanying financial statements of the business-type activities of the Lake Erie Regional 
Council of Governments, Lorain County, (the Council), as of and for the year ended June 30, 2010.  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 that our audit provides a reasonable basis for 
our opinion. 
   
As discussed in Note 2, the accompanying financial statements and notes follow the cash accounting basis.  This 
is a comprehensive accounting basis other than accounting principles generally accepted in the United States of 
America. 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the respective 
cash financial position of the business-type activities, it’s major fund and the aggregate remaining fund 
information of Lake Erie Regional Council of Government, Lorain County, Ohio, as of June 30, 2010 and the 
respective changes in cash financial position thereof for the year then ended in conformity with the basis of 
accounting  Note 2 describes.   
 
In accordance with Government Auditing Standards, we have also issued our report dated November 4, 2010, 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. 
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Members of Council 
Lake Erie Regional Council of Governments 
Independent Auditor’s Report 
Page 2 
 
Management’s discussion and analysis is not a required part of the basic financial statements but is 
supplementary information the Government Accounting Standards Board 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.   
 

 
Balestra, Harr & Scherer, CPAs, Inc. 
November 4, 2010 



LAKE ERIE REGIONAL COUNCIL OF GOVERNMENTS 
LORAIN COUNTY, OHIO 

MANAGEMENT’S DISCUSSION AND ANALYSIS 

FOR THE FISCAL YEAR ENDED JUNE 30, 2010 
(Unaudited) 

 
 

 
 
3 

The discussion and analysis of the Lake Erie Regional Council of Governments (the “Council”) financial 
performance pr ovides an  overall r eview of  t he C ouncil’s f inancial ac tivities f or t he f iscal year e nded 
June 30, 2010.  The intent of this discussion and analysis is to look at the Council’s financial performance 
as a whole.  Readers s hould a lso r eview t he c ash bas is f inancial s tatements and not es t o t hose 
respective statements to enhance their understanding of the Council’s financial performance. 
 
Financial Highlights 
 
Key financial highlights for 2010 are as follows: 
 
• In total, net assets were $ 11,119,163 at June 30, 2010. 
 
• Program cash r eceipts t otaled $ 15,717,073 in 2010 and program c ash disbursements w ere 

$ 17,405,197 for fiscal year 2010.  The Council also received $ 301,176 in interest receipts during the 
year.  Total change in cash net assets for fiscal year 2010 was a decrease of $ 1,386,948. 

 
Reporting the Council’s Financial Activities 
 
Statement of Net Assets –Cash Basis, Statement of Cash Receipts, Cash Disbursements, and Changes 
in Cash Net Assets – Cash Basis. 
 
These doc uments l ook at  all f inancial t ransactions a nd as ks t he ques tion, “ How d id we d o f inancially 
during 2010?  The Statement of Net Assets – Cash Basis and The Statement of Cash Receipts, Cash 
Disbursements, and C hanges i n N et Assets – Cash B asis ans wers t his qu estion.  These s tatements 
include on ly net as sets us ing t he c ash bas is of  ac counting, which i s a bas is of  ac counting ot her t han 
accounting principles generally accepted in the United States of America.  This basis of accounting takes 
into account only the current year receipts and disbursements if the cash is actually received or paid. 
 
These two statements report the Council’s net assets and changes in those assets on a cash basis.  This 
change in net cash assets is important because it tells the reader that, for the Council as a  whole, the 
cash basis financial position of the Council has improved or diminished. 
 
As a result of the use of the cash basis of accounting, certain assets and their related revenues (such as 
accounts receivable) and liabilities and their related expenses (such as claims payable) are not recorded 
in these financial statements.  Therefore, when reviewing the financial information and discussion within 
this annual report, the reader should keep in mind the limitations resulting from the use of the cash basis 
of accounting. 
 
The Statement of Net Assets – Cash Basis can be found on page 6 of this report and the Statement of 
Cash Receipts, Cash Disbursements, and Changes in Net Assets can be found on page 9 of this report. 
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The t able be low pr ovides a s ummary of  t he C ouncil’s c ash net  as sets at  J une 30, 2010 and 
June 30, 2009. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 

Net cash assets can serve as a useful indicator of a government’s financial position.  At June 30, 2010, 
the Council’s net cash assets totaled $ 11,119,163, an decrease of $ 1,386,948 from fiscal year 2009. 
 
Table 2 shows the changes in net cash assets from fiscal year 2010 to fiscal year 2009:  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Table 2 - Change in Net Assets
Increase

2010 2009 (Decrease)
Cash receipts

Health benefit premium deposits 15,530,839$       18,013,947$       (2,483,108)$        
Life insurance premium deposits 186,234             184,684             1,550                 
Media Center charges for services -                        44,130               (44,130)              
Interest 301,176             441,774             (140,598)            

Total cash receipts 16,018,249         18,684,535         (2,666,286)          

Cash disbursements
Salaries 57,849               71,644               (13,795)              
Fringe benefits 205,176             220,333             (15,157)              
Claims 15,582,649         14,154,079         1,428,570           
Insurance premiums 500,381             500,354             27                     
Purchased services 1,036,091           1,100,260           (64,169)              
Materials and supplies 7,958                 818                    7,140                 
Refund of excess reserves 15,093               952,491             (937,398)            
Other -                        682,722             (682,722)            

Total cash disbursements 17,405,197         17,682,701         (277,504)            

Increase (decrease) in net cash assets (1,386,948)$        1,001,834$         (2,388,782)$        

Table 1 - Net Cash Assets

Business-type Activities
2010 2009

Assets
Cash and investments with fiscal agent 11,119,163$  12,506,111$  

Total assets 11,119,163    12,506,111    

Net assets
Unrestricted 11,119,163    12,506,111    

Total net assets 11,119,163$  12,506,111$  
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The dec rease of  $  2,666,286 in op erating c ash r eceipts c an b e at tributed primarily to a t wo m onth 
“holiday” on health insurance premiums in an effort to lower reserves. 
 
Operating cash disbursements decreased b y $ 277,504.  The net decrease can be at tributed m ainly to 
the di scontinuance of  t he natural gas  pr ogram i n t he pr ior year and a dec rease i n di sbursements f or 
refund of excess reserves.  These large decreases were offset with an increase in claims disbursements. 
 
Current Financial Related Activities 
 
The C ouncil promotes c ooperative agreements t o i ts m embers i n dea ling with pr oblems of  mutual 
concerns.  The C ouncil i s a j ointly g overned or ganization.  During 2010 the Council of fered a c laims 
servicing health i nsurance pr ogram and a l ife i nsurance pur chasing pool.  The C ouncil i s c onstantly 
assessing the needs of its members and acting to provide these services cost effectively. 
 
The largest s ervice of fered b y t he Council i s t he he alth i nsurance c laims s ervicing po ol, a s elf-funded, 
self-administered i nsurance pr ogram.  The c laims s ervicing p ool w as c omprised of  ten Lorain C ounty 
school di stricts, i ncluding t he E ducational S ervice C enter.  Health insurance r ates ar e s et t hrough an  
annual calculation process.  The members pay a monthly contribution which is placed in a common fund 
from which claim payments are made for all participating members.  Claims are paid for all participants 
regardless of  c laims f low or i ndividual account ba lance.  The C ouncil r eceives an actuarial op inion 
statement annually assessing the claims liability of the claims servicing pool. 
 
The Council’s assembly consists of a superintendent or designated representative from each participating 
district and the fiscal agent.  The Council is governed by a Board of Directors chosen from the general 
membership.  The degree of control exercised by any participating district is limited to its representation 
on the Board. 
 
Contacting the Council’s Financial Management 
 
This f inancial r eport i s d esigned t o pr ovide our c lients and  c reditors with a  g eneral o verview of  t he 
Council’s f inances and t o show the Council’s accountability f or the m oney it receives.  If yo u have any 
questions about this report or need additional financial information contact Jill Orseno, Treasurer, at the 
Educational Service Center of Lorain County, 1885 Lake Ave., Lorain, Ohio 44035 or by calling 440-324-
5777. 
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Business-type
Activities

Assets
Cash and investments with fiscal agent 11,119,163$       

Total assets 11,119,163         

Net assets
Unrestricted 11,119,163         

Total net assets 11,119,163$       



LAKE ERIE REGIONAL COUNCIL OF GOVERNMENTS 
LORAIN COUNTY, OHIO 

STATEMENT OF ACTIVITIES – CASH BASIS 
PROPRIETARY FUNDS 

FOR THE YEAR ENDED JUNE 30, 2010 
 
 

The accompanying notes are an integral part of these financial statements. 
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Program Cash Receipts Net
Operating (Disbursements)

Charges Grants, Capital Receipts and
Cash for Services Contributions Grants and Changes in

Disbursements and Sales and Interest Contribution Net Assets
Business-type activities

Insurance purchasing pool 17,206,013$  15,530,839$  -$                 -$                 (1,675,174)$   
Natural gas consortium -                   -                   -                   -                   -                   
Other 199,184        186,234        -                   -                   (12,950)         

Total business-type activities 17,405,197$  15,717,073    -                   -                   (1,688,124)    

General receipts
Interest 301,176        

Total general receipts 301,176        

Change in net assets (1,386,948)    
Net assets at beginning of year 12,506,111    
Net assets at end of year 11,119,163$  
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PROPRIETARY FUNDS 
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The accompanying notes are an integral part of these financial statements. 
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Insurance Nonmajor Total
Purchasing Pool Enterprise Funds Enterprise Funds

Assets
Cash and investments with fiscal agent 11,112,335$     6,828$             11,119,163$     

Total assets 11,112,335       6,828               11,119,163       

Net assets
Unrestricted 11,112,335       6,828               11,119,163       

Total net assets 11,112,335$     6,828$             11,119,163$     
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The accompanying notes are an integral part of these financial statements. 
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Insurance Nonmajor Total
Purchasing  Enterprise Enterprise 

Pool Funds Funds
Operating cash receipts

Health benefit premium deposits 15,530,839$  -$                 15,530,839$  
Life insurance premium deposits -                   186,234        186,234        

Total operating cash receipts 15,530,839    186,234        15,717,073    

Operating cash disbursements
Salaries 57,849          -                   57,849          
Fringe benefits 21,085          184,091        205,176        
Claims 15,582,649    -                   15,582,649    
Insurance premiums 500,381        -                   500,381        
Purchased services 1,036,091     -                   1,036,091     
Materials and supplies 7,958            -                   7,958            
Refund of excess reserves -                   15,093          15,093          

Total operating cash disbursements 17,206,013    199,184        17,405,197    

Excess of operating cash receipts over
(under) operating cash disbursements (1,675,174)    (12,950)         (1,688,124)    

Non-operating cash receipts / disbursements
Interest 301,176        -                   301,176        
Transfers - in 6,956            -                   6,956            
Transfers - out -                   (6,956)           (6,956)           

Total non-operating cash receipts /  
disbursements 308,132        (6,956)           301,176        

Decrease in net cash assets (1,367,042)    (19,906)         (1,386,948)    

Net cash assets at beginning of year 12,479,377    26,734          12,506,111    

Net cash assets at end of year 11,112,335$  6,828$          11,119,163$  
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NOTE 1  DESCRIPTION OF THE ENTITY 
 
Lake Erie Regional Council of Governments (the “Council”) , Lorain County, Ohio is a body corporate and 
politic established to exercise 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 C ouncil promotes c ooperative agreements t o i ts m embers i n dea ling with pr oblems of m utual 
concerns.  The C ouncil currently of fers a l ife i nsurance pur chasing po ol and a claims s ervicing h ealth 
insurance program.  The C ouncil is c onstantly assessing n eeds of i ts m embers and acting t o pr ovide 
these s ervices c ost ef fectively.  Services pr ovided b y the c ooperative are a pproved by t he Council’s 
Board of Directors. 
 
The Council is a jointly governed organization.  As of June 30, 2010, there were seventeen members of 
the Council.  The Council’s Board of Directors is the legislative decision making body of the Council and 
is comprised of the superintendent or designated representative from each participating district, and the 
fiscal agent.  
 
One of the largest responsibilities of the Council is to offer an insurance purchasing pool to its members 
as def ined b y G overnmental A ccounting S tandards B oard Statement N o. 10.  The heal th i nsurance 
claims servicing pool is comprised of ten Lorain County school districts, including the Educational Service 
Center.  The pool was formed to carry out a cooperative program for the provision and administration of 
health care benefits.  Members pay monthly premiums (program costs) that are placed in a common fund 
from which el igible c laims ar e pai d f or member e mployees and t heir c overed depe ndents.  The poo l 
premiums are bi lled t o each par ticipating school d istrict based on ac tuarially determined rates.  Claims 
are paid for all participants regardless of claims flow or individual account balance.  The Council receives 
an actuarial opinion statement annually assessing the claims liability of the insurance purchasing pool.  
 
The Council’s management believes these financial statements present all activities for which the Council 
is financially accountable. 
 
 

NOTE 2  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
A. BASIS OF ACCOUNTING 
 
The financial s tatements f ollow t he c ash b asis of  a ccounting.  This bas is of  accounting i s a  b asis of  
accounting other than generally accepted accounting principles.  Receipts are recognized when received 
in cash rather when earned, and disbursements are recognized when paid rather than when a liability is 
incurred.  Budgetary presentations r eport bud getary ex penditures when a c ommitment i s made (i.e., 
when an encumbrance is approved). 
 
As a result of the use of the cash basis of accounting, certain assets and their related revenues (such as 
accounts receivable and revenue for bi lled or provided services not yet collected) and certain l iabilities 
and their related expenses (such as accounts payable and expenses for goods and services received but 
not yet paid, and accrued expenses and liabilities) are not recorded in these financial statements. 
 
Operating receipts are those receipts that are generated directly from the primary activity of the Council.  
Operating disbursements are necessary costs incurred to provide the service that is the primary activity of 
the Council.  All receipts and disbursements not meeting these definitions are reported as non-operating. 
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NOTE 2  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES ( continued) 
 
B. FUND ACCOUNTING  
 
The C ouncil m aintains its ac counting r ecords i n ac cordance with t he pr inciples of  “fund” ac counting.  
Fund accounting is a concept developed to meet the needs of the government entities in which legal or 
other restraints require the recording of specific receipts and disbursements.  The Council uses enterprise 
funds 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 p ublic on a c ontinuing bas is b e f inanced or  recovered primarily t hrough us er c harges; or  ( b) 
where the governing body has decided that periodic determination of revenues earned, expenses 
incurred, and /or net i ncome i s ap propriate f or c apital m aintenance, pu blic po licy, m anagement control, 
accountability or  other pur poses.  As of  J une 3 0, 2010, the C ouncil’s m ajor enterprise f und was as 
follows: 
 

Insurance Purchasing Pool – This enterprise fund is used to account for revenues collected from 
the participating members to pay all related medical claims incurred during the year. 
 

 
C. BUDGETARY PROCESS  
 
The Council is not required to f ollow the budgetary process, but  has  decided to adopt a f ormal budget  
annually.  
 
Appropriations.  Budgetary ex penditures ( that i s, di sbursements and enc umbrances) may no t ex ceed 
appropriations at  t he f und l evel an d ap propriations m ay n ot ex ceed estimated r esources.  The B oard 
annually approves appropriation measures and subsequent amendments.  Unencumbered appropriations 
lapse at year end. 
 
Estimated Resources.  Estimated resources include estimates of cash to be received (budgeted receipts) 
plus unencumbered cash as of July 1. 
 
Encumbrances.  The C ouncil r eserves ( encumbers) appr opriations w hen commitments are m ade. 
Encumbrances outstanding at year end are carried over, and need not be reappropriated. 
 
D. CASH AND INVESTMENTS WITH FISCAL AGENT 
 
The Educational Service Center of Lorain County (the “Service Center”) serves as the fiscal agent for the 
Council.  The S ervice C enter maintains t he C ouncil’s financial ac tivity on t he Service C enter’s b ooks 
under a s pecific f und d esigned f or Council a ctivity.  The T reasurer of  t he S ervice C enter, acting as  
custodian of  C ouncil funds, i nvests m onies on be half of  t he C ouncil. Investments maintained b y t he 
Service C enter as  f iscal agent  were limited t o c ertificates of  depos it, S TAROhio, t he State T reasurer's 
Investment Pool, repurchase agreements, treasury notes, commercial paper, and federal agencies. 
These investments are valued at fair value. 
 
An analysis of  the Council’s cash and investments with its fiscal agent at fiscal year-end is provided in 
Note 3. 
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NOTE 3: CASH AND INVESTMENTS WITH FISCAL AGENT 
 
Fiscal Agent.  The Educational Service Center of Lorain County serves as the fiscal agent for the Council. 
 
Deposits.  At fiscal year end, the carrying amount of  the Council’s deposits was $ 3,630,257, including 
$ 2,188,204 in certificates in deposits, and the bank balance was $ 3,675,196.  Based on criteria 
described in GASB Statement No. 40, Deposits and Investments Risk Disclosures, as of June 30, 2010, 
$ 3,581,196 of the Council’s bank balance was covered by Federal Depository Insurance and $ 94,000 
was uni nsured an d collateralized with s ecurities hel d b y t he pl edging f inancial i nstitution’s t rust 
department or agent, but not in the Council’s name. 
 
Custodial c redit r isk i s t he r isk t hat, i n t he e vent of  bank  f ailure, t he Council’s depos its may not b e 
returned.  The C ouncil’s p olicy i s t o pl ace d eposits w ith m ajor l ocal b anks approved b y the C ouncil’s 
Board.  All d eposits are c ollateralized with el igible s ecurities in am ounts eq ual t o a t l east 105% of  t he 
carrying value of the deposits.  Such collateral, as permitted by Chapter 135 of the Ohio Revised Code, is 
held in f inancial institution pools at Federal Reserve Banks, or at member banks of the federal reserve 
system in the name of the respective depository bank, and pledged as a pool of collateral against all of 
the public deposits it holds, or as specific collateral held at the Federal Reserve bank in the name of the 
Council. 
 
Investments.  As of June 30, 2010, the Council has a formal investment policy. The Council follows GASB 
Statement N o. 31,  Accounting and Financial Reporting for Certain Investments and for External 
Investment Pools, a nd r ecords al l its investments at f air value. A t June 30,  2010, f air m arket v alue of 
investments was $ 7,488,906.  Fair v alue is det ermined b y quoted m arket pr ices and  acceptable ot her 
pricing methodologies. 
 
Interest Rate Risk.  As a m eans o f l imiting its ex posure t o f air market v alue losses ar ising from r ising 
interest r ates and according t o s tate l aw, t he C ouncil’s i nvestment pol icy limits i nvestment por tfolio 
maturities to five years or less. The Council’s investment portfolio is structured so that securities mature to 
meet cash requirements for ongoing operations. The stated intent of the policy is to avoid the need to sell 
securities prior to maturity. 
 
Credit Risk.  The credit risk of the Council’s investments is identified in the table below. Ohio law requires 
that STAROhio maintain the highest rating provided by at least one nationally recognized standard rating 
service. The Council has no investment policy that would further limit its investment choices. 
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NOTE 3  CASH AND INVESTMENTS WITH FISCAL AGENT (continued) 
 
Custodial Credit Risk.  For an investment, custodial credit risk is the risk that, in the event of the failure of 
the counterparty, the Council will not be able to recover the value of its investments or collateral securities 
that are in the possession of an outside party. The U.S. Agency notes are exposed to custodial risk in that 
they are uninsured, unregistered, and held by the counterparty’s trust department or agent but not in the 
Council’s name. The Council has no investment policy dealing with investment custodial risk beyond the 
requirement in State Statute that prohibits payment for investments prior to the delivery of the securities 
representing such investments to the Treasurer or qualified trustee. 
 
Concentration of Credit Risk.  The Council places no limit on the amount that may be invested to any one 
issuer. T he C ouncil’s i nvestments i n U .S. A gency n otes r epresents 94.8 percent of  t he Council’s t otal 
investments. Investments at June 30, 2010 were as follows: 
 
 
 
 
 
 
 
 
 
 

NOTE 4  BUDGETARY ACTIVITY 
 
Budgetary ac tivity f or t he year ended J une 30 , 2010 is as  f ollows, which i ncludes encumbrances of  
$ 299,373:  
 
 
 
 
 
 
 
 
 
 
 

2010 Budgeted vs. Actual

Budget Actual Variance

Enterprise Fund Type
Receipts 17,495,000$   16,285,479$   (1,209,521)$    

Expenditures 17,971,799$   17,971,799$   -$                  

Fair Credit Investment Maturities
Value Rating < 1 Year 1 - 2 Years 3 - 5 Years

STAROhio 388,122$        AAAm 388,122$        -$                  -$                  
U.S. Agencies 7,100,784       AAA 1,376,913       750,251          4,973,620       
Total 7,488,906$     1,765,035$     750,251$        4,973,620$     
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NOTE 5  RELATED PARTY TRANSACTIONS 
 
In c onsideration f or i ts s ervices, t he Educational Service C enter of  L orain C ounty, as fiscal a gent, 
receives a f ee f rom t he C ouncil i n s uch an  am ount as appr oved b y t he Council’s B oard of  Directors. 
During t he f iscal year e nded J une 30, 2010 the f ollowing fees w ere pa id t o t he E ducational Service 
Center by the Council:  
 
 
 
 
 
 
 

NOTE 6  RISK MANAGEMENT 
 

A. INSURANCE PURCHASING POOL 
 
The Council’s health insurance program became fully pooled as of July1, 2007.  The actuary established 
initial reserve balance for the fully pooled plan.  The Districts were billed if their June 30, 2007 balance 
was below the actuarially established reserve or had money refunded to them if their June 30, 2007 cash 
balance was above the reserve level.  Separate district balances are no longer kept and all IBNR claims 
belong to the pool and not the individual districts. 
 
Effective J anuary 1,  2006, t he C ouncil c ontracted w ith M edical Mutual of  O hio as  a t hird-party 
administrator to process and pay health benefit c laims for in-hospital services, outpatient services, and 
physician charges. Dental and vision claims are processed and paid by Council employees. The Council 
also c ontracts with Caremark for pr escription drug s ervices. C aremark bi lls t he C ouncil weekly f or 
prescriptions by member district.  The health insurance claims servicing pool is comprised of ten Lorain 
County s chool di stricts, i ncluding t he E ducational Service C enter.  Payments ar e m ade monthly f or 
premiums b y t he t en member di stricts as  es tablished and appr oved b y t he Board of  D irectors. D uring 
fiscal y ear 2010, t he C ouncil p urchased s pecific st op-loss c overage of  $  200,000 per individual and a  
maximum aggr egate s top-loss c overage liability of 130 p ercent of  claims. The f iscal age nt t reasurer 
makes monthly p ayments t o t he t hird par ty administrator f or s top-loss pr emiums and adm inistrative 
charges as per the agreement. Stop-loss premiums and administrative costs are contracted annually and 
may vary from month to month based on the number of enrollees in the plan and the number of single 
and family plans. 
 
The Council reported the following summary of assets and actuarially-measured liabilities available to pay 
those liabilities at June 30, 2010: 
 
 
 
 
 
 

2010 2009
Cash and Investments   $  11, 112,335  $  12,479,377 

Actuarial Liabilities   $    2, 975,000  $    2, 674,000 

Service   Amount
Health Insurance 52,770$          
Life Insurance 3,211             
Total  55,981$          
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NOTE 6  RISK MANAGEMENT (continued 
 

B. COMMERCIAL INSURANCE 
 
The Council obtained commercial insurance for the following risks: 

• Commercial Property and General Liability 
• Commercial Inland Marine 
• Professional Liability 
• Commercial Auto 
• Commercial Crime 
 

Claims hav e not  ex ceeded c overage in a ny of t he pas t t hree years.  T here has  not  b een s ignificant 
reduction in coverage from the prior year. 

 
 
NOTE 7  SEGMENT INFORMATION 

 
The Council maintains separate enterprise fund accounts for the various cooperative programs of fered. 
Separate account information for these programs for the year ended June 30, 2010 is as follows: 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Insurance Media Life Total
Purchasing Pool Center Insurance Enterprise Funds

Net cash assets,
June 30, 2009 12,479,377$     6,956$            19,778$          12,506,111$     

Operating receipts 15,530,839       -                    186,234          15,717,073       

Operating disbursements 17,206,013       -                    199,184          17,405,197       

Operating receipts over
(under) operating
disbursements (1,675,174)        -                    (12,950)           (1,688,124)        

Non-operating:
Receipts     308,132            -                    -                    308,132            
Disbursements -                      (6,956)            -                    (6,956)              

Increase (decrease) in
net cash assets (1,367,042)        (6,956)            (12,950)           (1,386,948)        

Net cash assets,
June 30, 2010 11,112,335$     -$                   6,828$            11,119,163$     
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REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON COMPILANCE AND 

OTHER MATTERS REQUIRED BY GOVERNMENT AUDITING STANDARDS 
 
 
Lake Erie Regional Council of Governments 
Lorain County 
1885 Lake Avenue 
Elyria, Ohio  44035 
 
To the Members of Council: 
 
We have audited the financial statements of the business-type activities, its’ major fund and the aggregate remaining fund 
information of Lake Erie Regional Council of Governments, Lorain, County,  (the Council) as of and for the year ended 
June 30, 2010, which collectively comprise the Council’s basic financial statements and have issued our report thereon 
dated November 4, 2010, wherein we noted the Council uses a comprehensive accounting basis  other than generally 
accepted accounting principles.  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 Government’s internal control over financial reporting as a basis 
for designing our audit procedures for the purpose of expressing our opinion on the financial statements, but not for the 
purpose of opining on the effectiveness of the Government’s internal control over financial reporting.  Accordingly, we 
have not opined on the effectiveness of the Government’s internal control over financial reporting. 
 
A deficiency in internal control exists when the design or operation of a control does not allow management or 
employees, when performing their assigned functions, to prevent, or detect and timely correct misstatements.  A material 
weakness is a deficiency, or combination of internal control deficiencies resulting in more than a reasonable possibility 
that a material misstatement of the Government’s financial statements will not be prevented, or detected and timely 
corrected. 
 
Our consideration of internal control over financial reporting was for the limited purpose described in the first paragraph 
of this section and was not designed to identify all deficiencies in internal control over financial reporting that might be 
deficiencies, 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. 
 

Compliance and Other Matters 
 
As part of reasonably assuring whether the Academy’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.   
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Lake Erie Regional Council of Governments 
Lorain County 
REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON COMPILANCE AND OTHER 
MATTERS REQUIRED BY GOVERNMENT AUDITING STANDARDS 
 
We intend this report solely for the information and use of audit committee, management, Council Members, and others 
within the Council.  We intend it for no one other than these specified parties. 
 

 

Balestra, Harr & Scherer, CPAs, Inc. 
November 4, 2010 



 
 
 
 
 
 
 
 

 
 
 
 

88 East Broad Street, Fifth Floor, Columbus, Ohio 43215‐3506 
Phone:  614‐466‐4514 or 800‐282‐0370          Fax:  614‐466‐4490 

www.auditor.state.oh.us 

 
 
 
 
 
 
 

LAKE ERIE REGIONAL COUNCIL OF GOVERNMENT 
 
 

LORAIN COUNTY 
 
 
 
 

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

 
 
 
 
 
 

 
 

CLERK OF THE BUREAU 
 
CERTIFIED 
MARCH 15, 2011 
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