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Board of Education
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145 1/2 Cherry St

Mt. Gilead, OH 43338

We have reviewed the Independent Auditor’s Report of the Tomorrow Center Community
School, Morrow County, prepared by Plattenburg & Associates, Inc., for the audit period July 1,
2012 through June 30, 2013. 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. In conjunction with the work performed by the Independent Public
Accountant, the Auditor of State is issuing the following:

Contract with Relative — Finding for Recovery

Ohio Rev. Code Section 2921.42(A)(1) provides that no public official shall knowingly
authorize, or employ the authority or influence of his office to secure authorization of any public
contract in which he, a member of his family, or any of his business associates has an interest.

Ohio Rev. Code Section 2921.42 (H) states that any public contract in which a public official, a
member of the public official's family, or any of the public official's business associates has an
interest in violation of this section is void and unenforceable.

Pursuant to Belvedere Condominium Unit Owners’ Association, v. R.E. Roark Companies, Inc.
et al., 67 Ohio St.3d 274 1993 -Ohio- 119, 617 N.E.2d 1075, the corporate form may be
disregarded and individual shareholders held liable for corporate misdeeds when: (1) control
over the corporation by those to be held liable was so complete that the corporation has no
separate mind, will, or existence of its own, (2) control over the corporation by those to be held
liable was exercised in such a manner as to commit fraud or an illegal act against the person
seeking to disregard the corporate entity, and (3) injury or unjust loss resulted to the plaintiff
from such control and wrong.

On May 11, 2011 the Tomorrow Center’s Board of Directors passed resolution #3-14-2011
authorizing bidding for occupational and speech therapy services. The Director, Michael Heath,
entered into a contract with Brickner’s, Inc. on February 27, 2012 for performance of these
services. The first payment for services however, was made to Brickner’s, Inc in January 2012,
one month prior to executing the School’s contract with the company. Furthermore, the
President of Brickners, Inc is Val Heath, wife of School Director, Michael Heath. Mr. Heath
signed the contract with Brickner’s, Inc. on behalf of the School and Mrs. Heath signed as
President of Brickner’s Inc. There was no documentation that the contract was let for
competitive bidding or that prior approval by the Board of Directors was established.
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During the period of December 30, 2011 to June 7, 2013, the School paid Brickner’s, Inc. a total
of $53,239 for occupational and speech therapy services.

In accordance with the foregoing facts and pursuant to Ohio Rev. Code Section 117.28, a
Finding for Recovery for public monies illegally expended is hereby issued against Michael
Heath, Val Heath and Brickner’s Inc., jointly and severally, in the amount of $53,239 and in
favor of The Tomorrow Center Community School.

This matter has been referred to the Ohio Ethics Commission.
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 Tomorrow Center Community School is
responsible for compliance with these laws and regulations.

D

Dave Yost
Auditor of State

March 21, 2014
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INDEPENDENT AUDITOR'S REPORT

To the Board of Education
Tomorrow Center Community School

Report on the Financial Statements

We have audited the accompanying financial statements of the Tomorrow Center Community School (the
School) (a component unit of Mount Gilead Exempted Village School District) as of and for the year ended June
30, 2013, and the related notes to the financial statements, which collectively comprise the School's basic
financial statements.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes the
design, implementation, and maintenance of internal control relevant to the preparation and fair presentation
of financial statements that are free from material misstatement, whether due to fraud or error.

Auditor's Responsibility

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 Government Auditing Standards, issued by the
Comptroller General of the United States. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditor's judgment, including the assessment of
the risks of material misstatement of the financial statements, whether due to fraud or error. In making those
risk assessments, the auditor considers internal control relevant to the entity's preparation and fair
presentation of the financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity's internal
control. Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of significant accounting estimates made by management, as
well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinion.
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Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the School, as of June 30, 2013, and the respective changes in financial position and cash
flows thereof for the year then ended in accordance with accounting principles generally accepted in the
United States of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management's
discussion and analysis on pages 3-6 be presented to supplement the basic financial statements. Such
information, although not a part of the basic financial statements, is required by the Governmental Accounting
Standards Board who considers it to be an essential part of financial reporting for placing the basic financial
statements in an appropriate operational, economic, or historical context. We have applied certain limited
procedures to the required supplementary information in accordance with auditing standards generally
accepted in the United States of America, which consisted of inquiries of management about the methods of
preparing the information and comparing the information for consistency with management's responses to
our inquiries, the basic financial statements, and other knowledge we obtained during our audit of the basic
financial statements. We do not express an opinion or provide any assurance on the information because the
limited procedures do not provide us with sufficient evidence to express an opinion or provide any assurance.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated January 16, 2014, on
our consideration of the School’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. 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 internal control over financial reporting or on
compliance. That report is an integral part of an audit performed in accordance with Government Auditing
Standards in considering the School’s internal control over financial reporting and compliance.

P/c.%vleqiémj é 455""“{'&5/ e

Plattenburg & Associates, Inc.
Cincinnati, Ohio
January 16, 2014
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Tomorrow Center Community School

(A Component Unit of the Mount Gilead Exempted Village School District)
Management’s Discussion and Analysis

For the Fiscal Year Ended June 30, 2013

(Unaudited)

The management’s discussion and analysis of the Tomorrow Center Community School’s (the “Center”)
financial performance provides an overall review of the Center’s financial activities for the fiscal year
ended June 30, 2013. The intent of this discussion and analysis is to look at the Center’s financial
performance as a whole; readers should also review the basic financial statements and the notes to the
basic financial statements to enhance their understanding of the Center’s financial performance.

Financial Highlights
Key financial highlights for 2013 are as follows:
e Intotal, net position was $711,598 at June 30, 2013, an increase of $236,816 from 2012.

e The Center had operating revenues of $864,691 and operating expenses of $1,218,287 for fiscal
year 2013. The Center’s operating loss and the change in net position for the fiscal year were
$353,596 and $236,816, respectively.

Using these Basic Financial Statements

This annual report consists of a series of financial statements and notes to those statements. These
statements are organized so the reader can understand the Center’s financial activities. The statement
of net position and statement of revenues, expense and changes in net position provide information
about the activities of the Center, including all short-term and long-term financial resources and
obligations.

Reporting the Center Financial Activities

Statement of Net Position, Statement of Revenues, Expenses, and Changes in Net Position and the
Statement of Cash Flows

These documents look at all financial transactions and ask the question, “How did we do financially
during 2013?” The statement of net position and the statement of revenues, expenses and changes in
net position answer this question. These statements include all assets, liabilities, revenues and expenses
using the accrual basis of accounting similar to the accounting used by most private-sector companies.
This basis 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 Center’s net position and changes in that position. This change in net
position is important because it tells the reader that, for the Center as a whole, the financial position of
the Center has improved or diminished. The causes of this change may be the result of many factors,
some financial, some not.



Tomorrow Center Community School

(A Component Unit of the Mount Gilead Exempted Village School District)
Management’s Discussion and Analysis

For the Fiscal Year Ended June 30, 2013

(Unaudited)

The table below provides a summary of the Center’s net position for 2013 and 2012.

2013 2012
Assets:
Current and Other Assets $679,253 $444,172
Capital Assets 105,187 132,016
Total Assets 784,440 576,188
Liabilities:
Current Liabilities 72,842 101,406
Total Liabilities 72,842 101,406
Net Position:
Net Investment in Capital Assets 105,187 132,016
Restricted 302 43,702
Unrestricted 606,109 299,064
Total Net Position $711,598 S474,782

Over time, net position can serve as a useful indicator of a government’s financial position. At June 30,
2013, the Center’s net position totaled $711,598, a 50% increase from fiscal year 2012.

At year end, capital assets represented 13% of total assets. Capital assets consisted of equipment.
There is no debt related to these capital assets. Capital assets are used to provide services to the
students and are not available for future spending.

The graph below shows the District’s governmental activities assets, liabilities and net position at June
30,2013 and 2012:
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Tomorrow Center Community School

(A Component Unit of the Mount Gilead Exempted Village School District)
Management’s Discussion and Analysis

For the Fiscal Year Ended June 30, 2013

(Unaudited)

The table below shows the changes in net position for fiscal year 2013 and 2012.

Change in Net Position

2013 2012

Operating Revenues:

State Foundation $846,767 $631,772
Other Revenues 17,924 13,872
Total Operating Revenues 864,691 645,644
Operating Expenses:

Contract Services 1,060,243 1,030,167
Materials and Supplies 79,881 242,207
Depreciation 26,829 34,108
Other Expenses 51,334 15,074
Total Operating Expenses 1,218,287 1,321,556
Operating Income (Loss) (353,596) (675,912)
Non-Operating Revenues:

Investment Earnings 296 413
State and Federal Grants 590,116 814,903
Total Non-Operating Revenues 590,412 815,316
Change in Net Position 236,816 139,404
Net Position - Beginning of Year 474,782 335,378
Net Position - End of Year $711,598 $474,782




Tomorrow Center Community School

(A Component Unit of the Mount Gilead Exempted Village School District)
Management’s Discussion and Analysis

For the Fiscal Year Ended June 30, 2013

(Unaudited)

The charts below illustrate the operating revenues and operating expenses for the Center during fiscal
years 2013 and 2012.

2012 m Operating Revenues
B Operating Expenses

2013 m Operating Revenues
B Operating Expenses

Capital Assets

At June 30, 2013, the Center had $105,187 invested in equipment. This is a net decrease of $26,829 is
due to depreciation expense of $26,829. See Note 5 to the basic financial statements for more detail on
capital assets.

Current Financial Related Activities

The Center is a conversion community school sponsored by the Mt. Gilead Exempted Village School
District. The sponsorship was renewed in fiscal year 2007 and runs through 2013.

Like most traditional schools, the Center is a labor-intensive endeavor. Unlike traditional schools
however, a community school cannot levy any taxes and must survive on State revenues and donations.
At this time, the Center relies solely on the resources provided through State funding.

The Center is committed to operating within its financial means, and to working with the local
community and agencies, it serves to provide the required educational programs for these students.

Contacting the Center’s Financial Management

This financial report is designed to provide citizens, taxpayers, investors and creditors with a general
overview of the Center’s finances and to show the Center’s accountability for the resources it receives.
If you have any questions, or concerns, about this report or need additional financial information,
contact the Treasurer’s Office at Mt. Gilead Exempted Village School District, 145 North Cherry Street,
Mount Gilead, OH 43338.



Tomorrow Center Community School

(A Component Unit of the Mount Gilead Exempted Village School District)

Statement of Net Position
June 30, 2013

Assets:
Current Assets:
Equity in Pooled Cash and Investments
Receivables:
Accounts
Intergovernmental

Total Current Assets

Noncurrent Assets:
Depreciable Capital Assets, Net

Total Assets

Liabilities:
Current Liabilities:
Due to Primary Government

Total Current Liabilities

Net Position:
Net Investment in Capital Assets
Restricted for:

Federally Funded Programs
Unrestricted

Total Net Position

See accompanying notes to the basic financial statements.

Tomorrow
Center

$378,997

3,793
296,463
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105,187
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Tomorrow Center Community School

(A Component Unit of the Mount Gilead Exempted Village School District)
Statement of Revenues, Expenses and Changes in Net Position

For the Fiscal Year Ended June 30, 2013

Tomorrow
Center

Operating Revenues:

State Foundation $846,767
Other Revenues 17,924
Total Operating Revenues 864,691
Operating Expenses:

Contract Services 1,060,243
Materials and Supplies 79,881
Depreciation 26,829
Other Expenses 51,334
Total Operating Expenses 1,218,287
Operating Income (Loss) (353,596)
Non-Operating Revenues (Expenses):

Investment Earnings 296
State and Federal Grants 590,116
Total Non-Operating Revenues (Expenses) 590,412
Change in Net Position 236,816
Net Position - Beginning of Year 474,782
Net Position - End of Year $711,598

See accompanying notes to the basic financial statements.



Tomorrow Center Community School

(A Component Unit of the Mount Gilead Exempted Village School District)
Statement of Cash Flows

For the Fiscal Year Ended June 30, 2013

Tomorrow
Center

Cash Flows from Operating Activities:
Cash Received from State Foundation $864,691
Cash Payments for Contractual Services (1,062,970)
Cash Payments for Materials and Supplies (79,881)
Cash Payments for Other Expenses (51,334)
Net Cash Provided (Used) by Operating Activities (329,494)
Cash Flows from Noncapital Financing Activities:
Cash Received from State and Federal Grants 282,281
Net Cash Provided (Used) by Noncapital Financing Activities 282,281
Cash Flows from Investing Activities:
Earnings on Investments 296
Net Cash Provided (Used) by Cash Flows from Investing Activities 296
Net Increase (Decrease) in Cash and Cash Equivalents (46,917)
Cash and Cash Equivalents Beginning of Year 425,914
Cash and Cash Equivalents End of Year 378,997
Reconciliation of Operating Income (Loss) to

Net Cash Provided (Used) by Operating Activities
Operating Income (Loss) (353,596)
Adjustments:

Depreciation 26,829
Changes in Assets & Liabilities:

(Increase) Decrease in Receivables (3,793)
Increase (Decrease) in Due to Primary Government 1,066
Net Cash Provided (Used) by Operating Activities ($329,494)

See accompanying notes to the basic financial statements.



Tomorrow Center Community School

(A Component Unit of the Mount Gilead Exempted Village School District)
Notes to the Basic Financial Statements

For the Fiscal Year Ended June 30, 2013

Note 1 - Description of the Center

Tomorrow Center Community School (the “Center”) is a nonprofit corporation established pursuant to
Ohio Revised Code Chapters 3314 and 1702. The Center is an approved tax-exempt organization under
Section 501 (c)(3) of the Internal Revenue Code. Management is not aware of any course of action or
series of events that have occurred that might adversely affect their tax exempt status. The Center’s
objective is to deliver a comprehensive educational program of high quality, tied to State and national
standards, that includes therapeutic opportunities which can be delivered to students in the grades 3
through 12. The Center is a public school that provides an alternative to the traditional educational
setting. The Center serves a student population who are identified as at risk due to drug and/or alcohol
involvement, severe emotional disturbance, multiple disabilities, partial hospitalization, or as an
alternative to suspension/expulsion. The Center, which is part of the State’s education program, is
nonsectarian in its programs, admissions policies, employment practices, and all other operations. The
Center may acquire facilities as needed and contract for any services necessary for the operation of the
school.

The Center was certified by the State of Ohio Secretary of State as a non-profit organization on April 23,
2002. The Center was approved for operation under a contract with the Mount Gilead Exempted Village
School District (the “Sponsor”) for a period beginning July 1, 2011 through June 30, 2016. The Sponsor is
responsible for evaluating the performance of the Center and has the authority to deny renewal of the
contract at its expiration.

The Center operates under the direction of a seven-member Board of Directors. The Center’s Board of
Directors is appointed by the following agencies on a pro-rated basis. Mt. Gilead Exempted Village
School District Board of Education (2) representatives, if a Mount Gilead Exempted Village School Board
Member is appointed said member(s) will serve as a non-voting ex officio member(s), Mount Gilead
Exempted Village School District (2) representatives, Mid-Ohio Educational Service Center (1)
representative, Morrow County Job and Family Services (1) representative, Central Ohio Mental Health
Center (1) representative, Morrow County Council of Alcohol and Drugs or any successor agency. The
Sponsor’s treasurer shall be a non-voting ex officio member of the Center’s Board of Directors.
Directors each serve a two year term. A resignation or vacancy on the Board of Directors will be
appointed for the remaining term by the agency that has representation. The Board of Directors is
responsible for carrying out the provisions of the contract which include, but are not limited to, state-
mandated provisions regarding student population, curriculum, academic goals, performance standards,
admission standards, and qualifications of teachers. The Center is a component unit of Mount Gilead
Exempted Village School District.

The Center has developed a cooperative arrangement with the Sponsor.

Note 2 - Summary of Significant Accounting Policies

The Center has utilized existing programs within the existing structure of the Mount Gilead Exempted
Village School District.

10



Tomorrow Center Community School

(A Component Unit of the Mount Gilead Exempted Village School District)
Notes to the Basic Financial Statements

For the Fiscal Year Ended June 30, 2013

The basic financial statements of the Center have been prepared in conformity with accounting
principles generally accepted in the United States of America (GAAP) as applied to governmental units.
The Governmental Accounting Standards Board (GASB) is the accepted standard-setting body for
establishing governmental accounting and financial reporting principles. The Center's significant
accounting policies are described below.

Basis of Presentation

Enterprise accounting is used to account for operations that are financed and operated in a manner
similar to private business enterprises and focuses on the determination of operating income, changes
in net position, financial position, and cash flows. Enterprise accounting may be used to account for any
activity for which a fee is charged to external users for goods or services.

Measurement Focus and Basis of Accounting

Enterprise accounting uses a flow of economic resources measurement focus. With this measurement
focus, all assets and all liabilities are included on the balance sheet. Operating statements present
increases (i.e., revenues) and decreases (i.e., expenses) in net total assets. Basis of accounting refers to
when revenues and expenses are recognized in the accounts and reported in the financial statements.
Basis of accounting relates to the timing of the measurements made. The accrual basis of accounting is
utilized for reporting purposes. Revenues are recognized when they are earned, and expenses are
recognized when they are incurred.

Budgetary Process

Unlike other public schools located in the State of Ohio, community schools are not required to follow
budgetary provisions set forth in Ohio Revised Code Chapter 5705, unless specifically provided in the
Center’s contract with its Sponsor. The contract between the Center and its Sponsor requires a detailed
school budget for each year of the contract; however, the budget does not have to follow the provisions
of Ohio Revised Code Chapter 5705.

Cash
All monies received by the Center are deposited in a demand deposit account.
Capital Assets and Depreciation

All capital assets are capitalized at cost and updated for additions and reductions during the year.
Donated capital assets are recorded at their fair market value on the date donated. The Center
maintains a capitalization threshold of $500 for nontechnical and audio/visual equipment and $200 for
technical and audiovisual equipment. The Center does not have any infrastructure. Improvements are
capitalized. The costs of normal maintenance and repairs that do not add to the value of the asset or
materially extend an asset’s life are not capitalized.

All capital assets are depreciated. Improvements are depreciated over the remaining useful lives of the

related capital assets. Depreciation is computed using the straight-line method. Equipment is
depreciated over five to fifteen years.
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Tomorrow Center Community School

(A Component Unit of the Mount Gilead Exempted Village School District)
Notes to the Basic Financial Statements

For the Fiscal Year Ended June 30, 2013

Operating Revenues and Expenses

Operating revenues are those revenues that are generated directly from the primary activity of the
Center. Operating expenses are necessary costs incurred to provide the service that is the primary
activity of the Center. All revenues and expenses not meeting this definition are reported as non-
operating.

Net Position

Net position represents the difference between assets and deferred outflows of resources, and
liabilities and deferred inflows of resources. Net investment in capital assets consists of capital assets,
net of accumulated depreciation. Net position is reported as restricted when there are limitations
imposed on their use through external restrictions imposed by creditors, grantors or laws or regulations
of other governments.

The Center applies restricted resources first when an expense is incurred for purposes for which both
restricted and unrestricted net position are available. Of the $302 in restricted net position, none were
restricted by enabling legislation.

Intergovernmental Revenue

The Center currently participates in the State Foundation Program. Revenues received from this
program are recognized as operating revenues in the accounting period in which all eligibility
requirements are met.

Federal and State grants are recognized as non-operating revenues in the accounting period in which all
eligibility requirements have been met. Eligibility requirements include timing requirements, which
specify the year when the resources are required to be used or the fiscal year when use is first
permitted, matching requirements, in which the Center must provide local resources to be used for a
specified purpose, and expenditure requirements, in which the resources are provided to the Center on
a reimbursement basis.

The Center participates in various programs through the Ohio Department of Education. These include
the Federal Charter School Grant Program, the American Recovery and Reinvestment Act grants, the
Electronic Management Information System Grant and the Title I, Title V, Tech II, IDEA and Race to the
Top grant.

Estimates
The preparation of financial statements in conformity with GAAP 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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Tomorrow Center Community School

(A Component Unit of the Mount Gilead Exempted Village School District)
Notes to the Basic Financial Statements

For the Fiscal Year Ended June 30, 2013

Income Taxes

The Center is a component unit of Mount Gilead Exempted Village School District and is exempt from
Federal income tax as an exempted affiliate of a governmental unit. Accordingly, no income tax expense
is recorded in the accompanying financial statements.

Generally accepted accounting principles require the Center to evaluate the level of uncertainty related
to whether tax positions taken will be sustained upon examination. Any positions taken that do not
meet the more-likely-than-not threshold must be quantified and recorded as a liability for unrecognized
tax benefits in the accompanying financial statement of net position along with any associated interest
and penalties that would be payable to the taxing authorities upon examination. Interest and penalties
associated with unrecognized tax benefits are classified as additional income taxes in the statement of
revenues, expenses and changes in net position. The Center believes that none of the tax positions
taken would materially impact the financial statements and no such liabilities have been recorded.

Note 3 — Deposits

At June 30, 2013, the carrying amount of all Center deposits was $378,996. Based on the criteria
described in GASB Statement No. 40, “Deposits and Investment Risk Disclosures”, as of June 30, 2013,
$172,248 of the Center’s bank balance of $422,248 was exposed to custodial risk, while $250,000 was
covered by the FDIC.

Custodial credit risk is the risk that, in the event of bank failure, the Center’s deposits may not be
returned. All deposits are collateralized with eligible securities in amounts equal to at least 105% of the
carrying value of the deposits. Such collateral, as permitted by the Ohio Revised Code, is held in single
financial institution collateral 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
Center. The Center has no deposit policy for custodial credit risk beyond the requirements of State
statute. Although the securities were held by the pledging institutions’ trust department and all
statutory requirements for the deposit of money had been followed, noncompliance with federal
requirements could potentially subject the Center to a successful claim by the FDIC.

Note 4 — Receivables

Receivables at June 30, 2013, consisted of accounts receivable and intergovernmental receivables
arising from grants and entitlements. All receivables are considered collectable in full.

13



Tomorrow Center Community School

(A Component Unit of the Mount Gilead Exempted Village School District)
Notes to the Basic Financial Statements

For the Fiscal Year Ended June 30, 2013

Note 5 — Capital Assets

A summary of capital assets at June 30, 2013 follows:

Beginning Ending
Balance Additions Deletions Balance
Component Unit
Capital Assets, being depreciated:
Furniture and Equipment $361,949 S0 S0 $361,949
Less Accumulated Depreciation (229,933) (26,829) 0 (256,762)
Component Unit Capital Assets, Net $132,016 (526,829) SO $105,187

Note 6 — Contract Services

For fiscal year ended June 30, 2013, contract services expenses through Mt. Gilead Exempted Village
School District were as follows:

Purchased Instructional Services $318,201
Purchased Administrative Services 186,702
Utility Expenses 73,355
Other Purchased Services 70,896

$649,154

The above transactions are related party transactions since these services are purchased through the
Sponsor, Mount Gilead Exempted Village School District.

Note 7 — Risk Management

The Center is exposed to various risks of loss related to torts; theft of, damage to, and destruction of
assets; errors and omissions; injuries to employees; and natural disasters. The Center is covered under
the liability and property polices of the Mount Gilead Exempted Village School District.

Coverage Limits of Coverage Deductible

General Liability:

Each Occurrence $1,000,000 o]

Annual Aggregate 2,000,000 0
Commercial Umbrella:

Each Occurrence 1,000,000 0

Annual Aggregate 1,000,000 0
Employee Benefits Liability:

Each Occurrence 1,000,000 3,000

Annual Aggregate 3,000,000 3,000
Ohio Employer's Liability:

Each Occurrence 1,000,000 0

Annual Aggregate 2,000,000 0
School Leader's Errors and Omissions:

Each Occurrence 1,000,000 1,000

Annual Aggregate 1,000,000 1,000
School Law Enforcement Liability:

Each Occurrence 500,000 2,500

Annual Aggregate 500,000 2,500
Property 28,647,325 2,500
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Tomorrow Center Community School

(A Component Unit of the Mount Gilead Exempted Village School District)
Notes to the Basic Financial Statements

For the Fiscal Year Ended June 30, 2013

Settled claims resulting from these risks have not exceeded commercial insurance coverage in any of the
past three fiscal years. There has been no significant reduction in amounts of insurance coverage from
fiscal year 2013.

Note 8 - Contingencies

Litigation

The Center is not involved in any other litigation that, in the opinion of management, would have a
material effect on the financial statements.

State Foundation Funding

The Ohio Department of Education conducts reviews of enrollment data and full-time equivalency (FTE)
calculations made by the schools. These reviews are conducted to ensure the schools are reporting
accurate student enrollment data to the State, upon which state foundation funding is calculated. The
Ohio Department of Education has not completed its review of the Center’s enrollment data for fiscal
year 2013, so this amount has not been included on the accompanying financial statements.

Note 9 - Service Contract

The Mount Gilead Exempted Village School District and the Center has entered into a service contract
agreement. This agreement states that the Center will contract for educational services from the Mount
Gilead Exempted Village School District Board of Education and reimburse the Board of Education for
these services. The Mount Gilead Exempted Village School District agreed to provide the requested
services and receive reimbursement for the Center pursuit to Ohio Revised Code Section 3317.11 as
follows:

1. Instructional services for the intensive day treatment program

2. Instructional services for the High School S.E.D. program

3. Instructional services for the Recovery/Alcohol program

4. Instructional services for the Suspension Alternative program

5. Collaboration for staff development programs for certified and non-certified staff
6. Planning and consultative services for curriculum development

7. Psychological services as needed for re-evaluations and initial multi-factored evaluations
8. Fiscal services including payroll, retirement, and insurance

9. Student services including E.M.I.S., Nursing, Speech, Guidance and Therapy

10. Classroom space and administrative services

11. Custodial services

12. Food services

13. Transportation services

14. Supervision/Director services

15. Office Management services

16. Classroom aides for instructional areas

17. Technology support

15



Tomorrow Center Community School

(A Component Unit of the Mount Gilead Exempted Village School District)
Notes to the Basic Financial Statements

For the Fiscal Year Ended June 30, 2013

The Mount Gilead Board of Education acts as the fiscal agent for the service agreement described
above. As fiscal agent, the Board of Education shall enter into employment contracts with each certified
teacher/administrator/aide whose services are to be shared with Mount Gilead Exempted Village School
District. Other services may be provided based on mutual consent of both the Center and the Mount
Gilead Exempted Village School District.

Note 10 - Related Party Transaction

The Center is a component unit of the Sponsor (Mt. Gilead Exempted Village School District). The Center
and the Sponsor entered into an agreement beginning July 1, 2011 through June 30, 2016, whereby
terms of the sponsorship were established. Pursuant to this agreement, the Sponsor’s Treasurer serves
as the Center’s fiscal officer.

In fiscal year 2013, payments were made by the Center to the Sponsor totaling $649,154. These
represent payments for reimbursements for services provided by the Sponsor to the Center.

Note 11 — Change in Accounting Principles

The District adopted the provisions of Governmental Accounting Standards Board (GASB) Statement No.
62, Codification of Accounting and Financial Reporting Guidance Contained in Pre-November 30, 1989
FASB and AICPA Pronouncements and GASB Statement No. 63, Financial Reporting of Deferred Outflows
of Resources, Deferred Inflows of Resources, and Net Position. GASB Statement No. 62 incorporates
Financial Accounting Standards Board (FASB) and American Institute of Certified Public Accountants’
(AICPA) accounting and financial reporting guidance issued on or before November 30, 1989 into GASB
authoritative literature. GASB Statement No. 63 provides financial reporting guidance for deferred
outflows and inflows of resources and net position.
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TOMORROW CENTER COMMUNITY SCHOOL
SCHEDULE OF FEDERAL AWARDS EXPENDITURES
FOR THE YEAR ENDED JUNE 30, 2013

Federal Grant/ Pass Through Federal

Pass Through Grantor Entity CFDA

Program Title Number Number Receipts Disbursements
U.S. DEPARTMENT OF EDUCATION
Passed Through Ohio Department of Education:

Special Education Cluster:

Special Education-Grants to States 3M20 84.027 21,852 24,282
Total Special Education Cluster 21,852 24,282
Title | Cluster:

Title | Grants to Local Educational Agencies 3MO00 84.010 6,594 45,872
Total Title | Cluster 6,594 45,872
School Improvement Cluster:

School Improvement Grant ARRA 3DPO 84.388 0 13,771

School Improvement Grant 3ANO 84.377 209,446 375,969
Total School Improvement Cluster 209,446 389,740

Race to the Top ARRA 3FDO 84.395A 44,150 52,357

Education Technology State Grants 3520 84.318 236 0

Improving Teacher Quality 3Y60 84.367 303 667
Total Department of Education 282,581 512,918
Total Federal Assistance $282,581 $512,918

NOTES TO SCHEDULE OF FEDERAL AWARDS EXPENDITURES

NOTE A -- SIGNIFICANT ACCOUNTING POLICIES

The accompanying schedule of federal awards expenditures is a summary of the activity of the District's federal award programs. The schedule
has been prepared on the cash basis of accounting.
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INDEPENDENT AUDITOR'S 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
Tomorrow Center Community School

We have audited, in accordance with the 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, the financial statements of the Tomorrow Center Community
School (the School) (a component unit of the Mount Gilead Exempted Village School District), as of and for the
year ended June 30, 2013, and the related notes to the financial statements, which collectively comprise the
School’s basic financial statements, and have issued our report thereon dated January 16, 2014.

Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered the School’s internal control
over financial reporting (internal control) to determine the audit procedures that are appropriate in the
circumstances 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 School’s internal control. Accordingly, we do not express
an opinion on the effectiveness of the School’s internal control.

A deficiency in internal control 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 and correct,
misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in
internal control, such that there is a reasonable possibility that a material misstatement of the entity's financial
statements will not be prevented, or detected and corrected on a timely basis. A significant deficiency is a
deficiency, or a combination of deficiencies, in internal control that is less severe than a material weakness, yet
important enough to merit attention by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal control that might be material weaknesses
or, significant deficiencies. Given these limitations, during our audit we did not identify any deficiencies in
internal control that we consider to be material weaknesses. However, material weaknesses may exist that
have not been identified.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the School’s financial statements are free from
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.
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We noted certain matters that we reported to management of the School in a separate letter dated January
16, 2014.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance and
the results of that testing, and not to provide an opinion on the effectiveness of the entity's internal control or
on compliance. This report is an integral part of an audit performed in accordance with Government Auditing
Standards in considering the entity's internal control and compliance. Accordingly, this communication is not
suitable for any other purpose.

P/q?l‘%eqéurj é 45500"-‘{’3:5’, T,

Plattenburg & Associates, Inc.
Cincinnati, Ohio
January 16, 2014
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INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE FOR EACH MAJOR PROGRAM AND
ON INTERNAL CONTROL OVER COMPLIANCE REQUIRED BY OMB CIRCULAR A-133

To the Board of Education
Tomorrow Center Community School

Report on Compliance for Each Major Federal Program

We have audited the Tomorrow Center Community School’s (the School) (a component unit of the Mount Gilead
Exempted Village School District) compliance with the types of compliance requirements described in the OMB
Circular A-133 Compliance Supplement that could have a direct and material effect on each of the School’s major
federal programs for the year ended June 30, 2013. The School’s major federal programs are identified in the
summary of auditor's results section of the accompanying schedule of findings and questioned costs.

Management's Responsibility

Management is responsible for compliance with the requirements of laws, regulations, contracts, and grants
applicable to its federal programs.

Auditor's Responsibility

Our responsibility is to express an opinion on compliance for each of the School’s major federal programs based on
our audit of the types of compliance requirements referred to above. 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
School’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 on compliance for each major federal
program. However, our audit does not provide a legal determination of the School’s compliance.

Opinion on Each Major Federal Program

In our opinion, the School, complied, in all material respects, with the types of compliance requirements referred to
above that could have a direct and material effect on each of its major federal programs for the year ended June 30,
2013.

Other Matters

The results of our auditing procedures disclosed an instance on noncompliance which OMB Circular A-133 requires
us to report, described in the accompanying schedule of findings and questioned costs as item 2013-1. This finding
did not require us to modify our compliance opinion on the major federal program.

The School’s response to our noncompliance finding is described in the accompanying schedule of findings and
questioned costs. We did not audit the School’s response and, accordingly, we express no opinion on it.
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Report on Internal Control over Compliance

Management of the School is responsible for establishing and maintaining effective internal control over compliance
with the types of compliance requirements referred to above. In planning and performing our audit of compliance,
we considered the School’s internal control over compliance with the types of requirements that could have a direct
and material effect on each major federal program to determine the auditing procedures that are appropriate in the
circumstances for the purpose of expressing an opinion on compliance for each major federal program and to test
and report on internal control over compliance in accordance with OMB Circular A-133, 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 School’s internal control over compliance.

A deficiency in internal control over compliance exists when the design or operation of a control over compliance
does not allow management or employees, in the normal course of performing their assigned functions, to prevent,
or detect and correct, noncompliance with a type of compliance requirement of a federal program on a timely basis.
A material weakness in internal control over compliance is a deficiency, or combination of deficiencies, in internal
control over compliance, such that there is a reasonable possibility that material noncompliance with a type of
compliance requirement of a federal program will not be prevented, or detected and corrected, on a timely basis. A
significant deficiency in internal control over compliance is a deficiency, or a combination of deficiencies, in internal
control over compliance with a type of compliance requirement of a federal program that is less severe than a
material weakness in internal control over compliance, yet important enough to merit attention by those charged
with governance.

Our consideration of internal control over compliance 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 compliance that might be
material weaknesses or significant deficiencies. We did not identify any deficiencies in internal control over
compliance that we consider to be material weaknesses. However, material weaknesses may exist that have not
been identified.

The purpose of this report on internal control over compliance is solely to describe the scope of our testing of
internal control over compliance and the results of that testing based on the requirements of OMB Circular A-133.
Accordingly, this report is not suitable for any other purpose.

Report on Schedule of Expenditures of Federal Awards Required by OMB Circular A-133

We have audited the financial statements of the School, as of and for the year ended June 30, 2013, and the related
notes to the financial statements, which collectively comprise the School’s basic financial statements. We issued
our report thereon dated January 16, 2014, which contained an unmodified opinion on those financial statements.
Our audit was conducted for the purpose of forming an opinion on the financial statements that collectively
comprise the basic financial statements. The accompanying schedule of expenditures of federal awards is presented
for purposes of additional analysis as required by OMB Circular A-133 and is not a required part of the basic
financial statements. Such information is the responsibility of management and was derived from and relates
directly to the underlying accounting and other records used to prepare the basic financial statements. The
information has been subjected to the auditing procedures applied in the audit of the financial statements and
certain additional procedures, including comparing and reconciling such information directly to the underlying
accounting and other records used to prepare the basic financial statements or to the basic financial statements
themselves, and other additional procedures in accordance with auditing standards generally accepted in the
United States of America. In our opinion, the schedule of expenditures of federal awards is fairly stated in all
material respects in relation to the basic financial statements as a whole.

P/c\fflcqéwj é 4;50‘-.:.«.{&_5/ Tne,

Plattenburg & Associates, Inc.
Cincinnati, Ohio
January 16, 2014
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TOMORROW CENTER COMMUNITY SCHOOL
SCHEDULE OF FINDINGS AND QUESTIONED COSTS

Year Ended June 30, 2013

Section | - Summary of Auditor’s Results

(d)(1)(i)
(d)(1)(ii)

(d)(1)(ii)

(d)(1)(iii)

(d)(1)(iv)

(d)(1)(iv)

(d)(1)(v)
(d)(1)(vi)

(d)(1)(vii)

(d)(1)(viii)

(d)(1)(ix)

Type of Financial Statement Opinion

Were there any material control weakness
conditions reported at the financial
statement level (GAGAS)?

Were there any other significant control
deficiencies reported at the financial
statement level (GAGAS)?

Was there any material reported non-compliance
at the financial statement level (GAGAS)?

Were there any material internal control
weakness conditions reported for major
federal programs?

Were the any other significant control
deficiencies reported for major
federal programs?

Type of Major Programs' Compliance Opinion

Are there any reportable findings under
Section .510?

Major Programs (list):

Dollar Threshold: Type A/B Programs

Low Risk Auditee?

Unmodified

No

No

No

No

No

Unmodified

Yes

School Improvement Grant Cluster
School Impr Grant-ARRA CFDA# 84.388
School Impr Grant CFDA# 84.377

Type A: > $300,000
Type B: all others

No

Section Il - Findings Related to the Financial Statements Required to be Reported in Accordance with GAGAS

None



Section Ill - Federal Award Findings and Questioned Costs

Finding 2013 -1 —Federal Program Questioned Costs / Noncompliance — Allowable Costs
Finding Type

Questioned costs under .510(a)(4) and Noncompliance — Allowable Costs

Criteria

OMB Circular A-87 states to be allowable under Federal Awards, costs must be authorized or not prohibited
under state or local laws or regulations.

Condition

The Principal of the School entered into a contract with a related party. No documentation was provided that
the contract was put out for competitive bidding or that prior approval by the Board of Directors was
established. As a result, the School appears to be lacking sufficient oversight, review and approval procedures
related to authorizing contracts.

Questioned Costs

$12,290

Context

Auditor became aware of payments through other procedures, not related to Federal testing.

Cause and Effect

The School failed to follow proper contract approval procedures. This resulted in questioned costs of $12,290
and noncompliance with allowable costs.

Recommendation
We recommend improved contract approval and execution procedures and adherence to such procedures.
Views of Responsible Officials and Planned Corrective Actions

The School agrees with the auditor’s recommendation and will implement improved procedures and ensure
proper adherence to such procedures.



TOMORROW CENTER COMMUNITY SCHOOL
JUNE 30, 2013

SCHEDULE OF PRIOR AUDIT FINDINGS AND QUESTIONED COSTS
OMB CIRCULAR A-133

None noted
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INDEPENDENT ACCOUNTANTS’ REPORT
ON APPLYING AGREED-UPON PROCEDURE

To the Board of Education
Tomorrow Center Community School

Ohio Rev. Code Section 117.53 states, “the auditor of state shall identify whether the school district or
community school has adopted an anti-harassment policy in accordance with Section 3313.666 of the Revised
Code. This determination shall be recorded in the audit report. The auditor of state shall not prescribe the
content or operation of any anti-harassment policy adopted by a school district or community school.”

Accordingly, we have performed the procedure enumerated below, which was agreed to by the Board, solely
to assist the Board in evaluating whether Tomorrow Center Community School (the School) (a component unit
of the Mount Gilead Exempted Village School District) has updated its anti-harassment policy in accordance
with Ohio Rev. Code Section 3313.666. Management is responsible for complying with this requirement. This
agreed-upon procedure engagement was conducted in accordance with attestation standards established by
the American Institute of Certified Public Accountants. The sufficiency of this procedure is solely the
responsibility of the Board. Consequently, we make no representation regarding the sufficiency of the
procedure described below either for the purpose for which this report has been requested or for any other
purpose.

1. We noted the Board amended its anti-harassment policy on July 23, 2013 to include harassment,
intimidation or bullying of any student “on a school bus” or by an “electronic act.”

We were not engaged to and did not conduct an examination, the objective of which would be the expression
of an opinion on compliance with the anti-harassment policy. Accordingly, we do not express such an opinion.
Had we performed additional procedures, other matters might have come to our attention that would have
been reported to you.

This report is intended solely for the information and use of the Board and is not intended to be and should
not be used by anyone other than these specified parties.

Pliterhurs b Bssocictes, Tac

Plattenburg & Associates, Inc.
Cincinnati, Ohio
January 16, 2014
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Dave Yost - Auditor of State

TOMORROW CENTER COMMUNITY SCHOOL
MORROW 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.

Livan Poablutt

CLERK OF THE BUREAU

CERTIFIED
APRIL 3, 2014

88 East Broad Street, Fourth Floor, Columbus, Ohio 43215-3506
Phone: 614-466-4514 or 800-282-0370 Fax: 614-466-4490
www.ohioauditor.gov
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