Shared Online Support

An innovative plan for sharing technology services between local, county, state government and service agencies.
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Organization Contact Information

Applicant Name: East Central Ohio Educational Service Center
Address: 834 East High Avenue
New Philadelphia, Ohio 44663
Phone: (330) 308-9939
Fax: (866) 422-3216
Website: WWW.ECOESC.0rg

Applicant Contact Information

Application Contact: Nicholas Brown
Title: Director of Technology
Address: 834 East High Avenue

New Philadelphia, Ohio 44663
County: Tuscarawas County
Fax: (866) 422-3216
Email: nic.brown(@ecoesc.org

East Central Ohio Educational Service Center

The East Central Ohio Educational Service Center (ECOESC) is well known for providing high quality and cost
effective educational opportunities to students and families in nineteen school districts in Belmont, Tuscarawas,
Carroll and Harrison counties. These four counties encompass a region in Appalachian Ohio that is economically
disadvantaged with a combined median income of $28,340 with some school districts having 70% of their children
receiving free and reduced lunches. The mission of the ESC is to identify, develop and implement services for the
purpose of “helping schools help children”. This initiative will strengthen the relationship between the ECOESC,
school districts, local government entities, and service agencies and provide an opportunity to expand shared services.
The goals of this proposal include reducing costs, enhancing quality of services and increasing collaboration with
traditional and nontraditional partners. This initiative will provide funds to assist the ECOESC in offering schools,
local, county and state governments and service agencies a more efficient and effective delivery of technology with a
cost savings to their agencies.
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Collaborative Partners

Collaborative Partner: Kent State University at Tuscarawas
Address: 330 University Drive NE

New Philadelphia, Ohio 44663
Phone: (330) 339-3391
Fax: (330) 339-3321

Kent State University at Tuscarawas will be a collaborative partner in an internship agreement with the East Central
Ohio Educational Service Center. Through this internship, Kent State University at Tuscarawas will provide students
with sophomore and junior standing that are currently majoring in a computer technology degree program. Students
will be attending one of the following classes to be eligible to apply for an internship: Computer Practicum or
Internship for Computer Technology. Both classes include an arranged supervised work experience from 50 hours of
supervised work in the Computer Practicum class to 150 hours of an unpaid work experience in the Internship for
Computer Technology Students class. The ECOESC technology staff will provide instruction to the students who will
provide technical assistance to the agencies who call in to utilize the help desk services. Students will receive daily
supervision and evaluation by the ECOESC technology staff. On completion of the required internship hours, the
student will be evaluated and considered for possible employment by the ECOESC to continue providing technical
help desk assistance. Through this partnership with Kent State, it is our goal to have interns staff the help desk
Monday through Friday from 8:00a.m. - 4:30p.m.
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Project Name
S.0.S. — Shared Online Support

Type of Award ’ .
We are seeking a grant to provide funds for a feasibility study. \ ’

Our Problem

The financial challenges facing our schools, local, county and state government agencies and service agencies in our
rural Appalachian four county area is staggering. The economic result has ranged from budget cuts to reduced
services, to layoffs and program eliminations. Schools, government and service agencies struggle with providing
quality technical assistance and training to employees. Through the lack of technical training of employees and
funding cut backs, which make outsourcing difficult, these agencies become less efficient and effective as they
experience technical problems and don’t have the funding or training to fix technical issues quickly.

Our Approach

The East Central Ohio Educational Service Center has gained the support of traditional (schools) and nontraditional
partners (governmental and service agencies) to collaborate in a shared service model in the area of technology. The
goals are to reduce costs, enhance quality of services in the area of technology by increasing collaboration and
training with traditional and nontraditional partners. Funds from the grant will promote efficiency and improve the
business environment among entities. The ECOESC will build a central help desk of highly trained technicians,
utilizing Information Technology students from Kent State University at Tuscarawas to provide technical assistance
and training to employees within the local, county and state agencies. In FY'13, the ECOESC staff will study, design
and implement a pilot program focusing on Tuscarawas County. The pilot will be evaluated and modified as needed.
In FY 14, the ESC will replicate the shared service model throughout Belmont, Carroll and Harrison Counties and
extend into other regions of the state.

Brief Description

The Shared Online Support (S.0.S.) pilot project will be a collaboration between the East Central Ohio Educational
Service Center (ECOESC), Kent State University at Tuscarawas and local, county and state governmental agencies
within Tuscarawas County. Our goal is to provide technical assistance to agencies that are currently underserved or
not served at all by internal technology staff and/or no longer have the funds to outsource the day-to-day technology
needs of their staff.

Lack of technical assistance and training can impose restrictions on the efficiency of staff members who rely on the
use of their computer or mobile devices for their jobs. This can have a great impact on the level of service they deliver
to the community and local businesses. The S.O.S. project will provide high quality technical assistance in a help desk
format to any of these agencies allowing them to lower their overall cost of providing technology to their employees.
With the proliferation of mobile users and mobile devices, there is an ever-increasing demand for technical services
by these agencies. Additionally, the ECOESC will utilize our existing synchronous and asynchronous learning
platform to deliver high quality and effective technical training on a variety of topics to agency employees. This
platform will allow training attendees to both see and hear the instructor as well as provide screen sharing capabilities.
Training opportunities will be offered monthly and attended virtually from the employees’ office. Recent cuts in
funding for these agencies has required them to “adapt” and use internal staff without technical training to assist
employees or agencies are forced to outsource technical assistance at a very high cost.

With these grant dollars, we will perform a feasibility study with the ECOESC and our government entities within
Tuscarawas County to determine if providing technical services in a help desk format can be a cost savings method of
sharing such a service. Grant dollars will be used to perform a feasibility study, manage and oversee this project as
well as plan how this service will be designed and delivered to agencies.
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We will communicate with partner agencies contact information that will allow their employees to contact help desk
staff via a toll free telephone number, email, or user initiated session through a web portal. We will utilize our current
call center infrastructure to provide the necessary communication tool to adequately handle incoming call volume.

The concept behind Shared Online Support (S.0.S.) is to provide a help desk located at the East Central Ohio
Educational Service Center staffed by a “pool” of trained computer technicians who will answer telephone calls and
electronic messages from agencies who are interested in this service. Technical support offered through this Level 1
help desk includes:

* Troubleshooting printers

¢ Internet connection issues

¢ Email connection issues

* How to perform tasks in various productivity suites and software applications
* Issues relating to mobile devices (i.e., Android tablet, iPad, etc.)

Technicians will assist with issues over the telephone and will have the capability of connecting to the person’s
computer or mobile device and assisting them via an online “remote control” system. Technicians can assist with a
wide range of technical issues, resulting in a more efficient employee. Incoming service requests will be logged in a
trouble ticket database. This will allow a technician to keep detailed notes about the problem and track the amount of
time spent on each issue. After hour service requests are automatically captured and logged in the trouble ticket
database allowing technicians to assist with these problems the next day. Non-technical employees can focus on the
job that they are assigned and in most cases, employees requiring technical assistance can have their issues resolved in
a more timely fashion by trained technicians, getting them back on task faster. Additionally, using this method of
supporting users, we can now assist users no matter where they are. Many of the people in these agencies often leave
their offices to perform fieldwork or for meeting presentations. These people will now have the capability of receiving
remote technical assistance wherever they are, as long as they have a connection to the Internet.

To assist us in keeping our costs down and ensuring this project is efficient, we will enter into an internship agreement
with Kent State University at Tuscarawas. Through this internship, Kent State University at Tuscarawas will provide
students with sophomore and junior standing that are currently majoring in a computer technology degree program.
Through this internship, Students will be attending one of the following classes to be eligible to apply for an
internship: Computer Practicum or Internship for Computer Technology. Both classes include an arranged supervised
work experience from 50 hours of supervised work in the Computer Practicum class to 150 hours of an unpaid work
experience in the Internship for Computer Technology Students class. The ECOESC technology staff will provide
instruction to the students providing technical assistance to the agencies who call in to utilize the help desk services.
Students will receive daily supervision and evaluation by the ECOESC technology staff. On completion of the
required internship hours, the student will be evaluated and considered for possible employment by the ECOESC to
continue providing technical help desk assistance and training. Through this partnership with Kent State, it is our goal
to have interns staff the help desk Monday through Friday from 8:00a.m. - 4:30p.m.

Return on Investment

The expected return on investments lie in three areas; the fiscal area where we can save real dollars, increased quality
and efficiency of services by community entities as well as increased positive relationships to ensure potential for
future endeavors. Fourteen traditional and non-traditional partners representing 930 full time employees have signed
letters of support to pilot help desk services. Listed below are the ROIs that fall into those categories:

* 15% reduction of technology costs for participating agencies

* Higher technology proficiency among employees

* More efficient use of employee time resulting in more effective customer service
e Strengthening of community partnerships with governmental and private entities
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Currently, the ECOESC provides technology service to school districts within Carroll and Tuscarawas Counties.
Districts that have employed their own technical people have averaged $123,732.28 in the employment of, on
average, 2 people. The ECOESC has saved districts that utilize services similar to project S.O.S., on average,
$67,727.67. Therefore, we believe this project has the potential to save thousands of tax dollars. The goal is to not
only include other counties but to replicate this program to local, county, state government and service agencies.

Scalability and Replication

It is the goal of our project, that our efforts to provide technical assistance and training be documented throughout the
process for replication in other counties and regions. Through the continued addition of staffing and the growing
demand from agencies for help desk support, we will scale and replicate our project to Belmont, Carroll and Harrison
Counties. Developing a partnership with Muskingum Valley Educational Service Center and Licking Area Computer
Association to extend services to Coshocton, Guernsey, Licking, Morgan, Muskingum, and Perry Counties is also a
goal. We currently work collaboratively with these entities on many other projects so the potential to expand this
project even further is possible. In year two a small annual subscription fee will be charged to agencies using the help
desk.

ESC Successes

The East Central Ohio Educational Service Center is well known for providing high quality, cost effective educational
services. Through planning, organizing, and coordinating multiple programs and sites, the center implements
procedures to monitor timelines and budgets. The ESC has the expertise of operating an alternative learning
opportunity school, nine preschools for disabled children, an Even Start Family Literacy program, educational
services to a juvenile psychiatric center, two consortiums that utilize Interactive Video Distance learning. In 2009, the
ECOESC secured nearly $3 million dollars in federal funding for the design, development and delivery of Mandarin
Chinese with interactive video conferencing to over 18 school districts across the state of Ohio. In 2011, we received
$250,000 in a Shared Service Collaborative grant with Muskingum Valley ESC focusing on transportation.
Additionally, we have also received $1.3 million dollars in 21% Century CCLC funding to support our afterschool
programs. Since 1999, our fiscal department has managed over 10 million dollars in grants with audits showing zero
citations or findings.

Facilitation, improved business environment and promote community attraction

The project is a great first step in improving relations and exchange of services between industry and the academic
world. The help desk will provide needed services to businesses and service organizations that have been cut or have
been unable to purchase technical support due to cuts in funding. Funding from this initiative will make a difference
in helping partners with local governments on innovative collaborations and best practices. Leveraging limited
resources and boosting or upgrading service delivery for businesses in our communities to provide a cost savings
which is a win-win for all involved. The grant will allow the ECOESC to provide Level One tech support to local,
county, state government and service agencies that sign on as partners in this collaborative effort. It will bring us
closer together with our community as we help them with technology they need and gain partnerships for future
opportunities that may develop. The grant also allows us to work closely with the university to provide college
students the opportunity to gain hands on training while they operate the helpdesk and then provide possible
employment in the future. This ties our name with the university as they talk to prospective students about
opportunities to gather on the job training and possible employment while they attend school.

The pilot program will focus on the following municipalities of Tuscarawas County obtained from the 2010 census:
Baltic, Barnhill, Bolivar, Dennison, Dover, Gnadenhutten, Midvale, Mineral City, Newcomerstown, New
Philadelphia, Port Washington, Roswell, Stonecreek, Strasburg, Sugarcreek, Tuscarawas and Uhrichsville
Supporting Documentation
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The S.O.S. budget outlines our expected cost in studying and managing this project. We anticipate the following expenses:

Feasibility Study & Survey $30,000
Remote Delivery Software $25,000
Project Management $40,000
Fiscal Fee & Indirect Costs $5,000
Total requested funds $100,000

Our feasibility study will consist of surveying each participating agency to ensure that this project will deliver the necessary
services that will offer agency satisfaction and program efficiency. It is through this survey, that we will determine which
applications and devices are necessary for support across the county. This study will also provide us with information to
determine what hours the help desk needs to operate and the expected call volume that we should anticipate as we provide this
service to the local, county, state government and service agencies.

The remote delivery software will be used during the study to connect to remote systems and ensure proper delivery of technical
assistance and training. The delivery of this service via this method is feasible and the outcome for this delivery method
provides the results that we desire for a successful project.

We have $24,720.00 in contributions and in-kind services documented on our in-kind disclosure form.

As outlined in our return of investment, the ECOESC currently provides technology services on a smaller scale to school
districts. We calculated that we have saved our participating districts a total of $67,727.67 on average, per year. This service is
delivered to a total of 136 full time employees (FTE). This breaks down to about $498 saved per year, per FTE. For year one,
we have support letters showing a total of 930 FTE for this project in year one this would be a growth of 85% over our current
levels of support. Assuming we can maintain 85% growth as we continue to bring new agencies on-board, using this calculation,
we believe that our estimated savings over the next three years would look like this:

Year One FTE Rate Savings

930 $498.00 $463.140.00
1720 $498.00 $856,560.00
3182 $498.00 $1,584.636.00
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Project S.0.S. Shared Online Service In-Kind Services

The East Central Ohio Educational Service Center will provide through in-kind
contributions through the following materials and services for project S.0.5.:

Description Amount
Office Space (12 Months) $10,620.00
60sq. ft commercial space $ 14.75/sq ft

Internet Access (12 Months) $1,200.00
High Speed Access @ $100.00/month

Computer Equipment $1,500.00
Each technician will required a computer
and monitor.

Computer Software $1,200.00
Each technician would required software
to interface with the call center software.
The software used in the tracking and reporting
of issues will also be provided in-kind.

Additionally, the ECOESC will provide training to the technicians who are utilized
for the help desk.

Name: Nicholas Brown
Title: Director of Technology
Rate: $85.00/hour

It is estimated, that the instruction of technicians will required 6 weeks of training
at 20 hours per week. This would be a total of $10,200.00 in-kind contribution to
the S.0.S. project.

Total in-kind contributions: $24,720.00

a/;lﬁ’//cl

ECOESC RepresentatiJ/e Date

STATE OF OHIO
COUNTY: TUSCARAWAS

On this day, personally appeared before me, Kevin Spears, to me known to be the
person described in and who executed the winthin and foregoing instrument, and
acknowledged that he signed the same as his voluntary act and deed, for the uses

and purposes therein mentioned. <L__;-2.€u) d W

Mv Commission Expires W Y, RONS (Notary Public)
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Listed below are the 14 traditional and non-traditional partners involved in this pilot representing 930 full-time
employees. Signed letters of support from the partners are attached to this proposal.

We have a letter of support from the Director of the Department of Technology at Kent State University at
Tuscarawas. We will have a fully executed agreement from Kent State University at Tuscarawas governing board
submitted by the April 30, 2012 deadline.

PARTNER AGENCY ROLES BENEFITS

ADAMHS Board Alcohol, Provide employees for technical Increased technology skills and

Drug Addiction and Mental | help and training training for employees

Health Services

Barnesville Exempted Provide employees for technical Increased technology skills and

Village School District help and training training for employees

Belmont-Harrison Provide employees for technical Increased technology skills and

Vocational School District help and training training for employees

East Central Ohio Provide training and management | Provides collaboration

Educational Service Center of trainees and facility for help opportunities with university and
desk community. Provides interns to

operate help desk

HARCATUS Tri-County Provide employees for technical Increased technology skills and

C.A.Q, Inc help and training training for employees

Harrison County Board of Provide employees for technical Increased technology skills and

Commissioners help and training training for employees

Kent State University Collaborate with ESC and provide | Provide internship placement and

Tuscarawas students to maintain help desk employment of students

New Philadelphia City Provide employees for technical Increased technology skills and

Schools help and training training for employees

New Philadelphia City Provide employees for technical Increased technology skills and

Health District help and training training for employees

Personal & Family Provide employees for technical Increased technology skills and

Counseling Services help and training training for employees

Tuscarawas County Provide employees for technical Increased technology skills and

Commissioners help and training training for employees

Tuscarawas County Health Provide employees for technical Increased technology skills and

Department help and training training for employees

Union Local Board of Provide employees for technical Increased technology skills and

Education help and training training for employees

Village of Midvale Provide employees for technical Increased technology skills and
help and training training for employees
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East Central Ohio

Educational Service Center
834 East High Avenue = New Philadelphia, Ohio 44663
330.308.9938 + fax 330.313.3645 - www.ecoesc.org

g Kevin Spears, Superintendent
Ay ey kevin.spears@ecoese.or
‘ Ed ucaﬂon ql Julie Lynch, Treasurer
Service Center julie. lynchi@ecoesc.org
EAST CENTRAL OHIO .. Helping schools help children in Tuscarawas, Carrol], Harvison, and Belmont Counties ...

February 24, 2012

Ms. Christiane Schmenk, Director

Local Government Innovation Council Chairperson
Ohio Department of Development

77 South High Street

Columbus, Ohio 43216-1001

Dear Ms. Schmenk,

The East Central Ohio Educational Service Center (ECOESC) is proud to support and be a partner in the Local
Government Innovation Fund grant submitted to the Ohio Department of Development. We will work closely
with the Shared Service Collaborative to create and expand opportunities on existing services to save resources,
create services, and expand choices that are available to schools, government entities and our community. We
will play a significant role in helping to create, support and sustain these shared services in the delivery of
technology. '

We realize we need to think differently about how we can partner, share services and work together. This
collaboration of multiple entities will provide a way to do business more effectively and efficiently to save time
and money in the service delivery of technology. This initiative will provide the forum for moving our
discussions forward into action.

Both the East Central Ohio ESC governing board and the ECOESC senior leadership staff are proud to support
this shared services grant proposal. The project represents a significant opportunity for transformational
improvement in Southeast Ohio where we are looking at doing business differently. Thank you for the
opportunity and support. '

Sincgrely, Sincerely, :
Kevin Spears Julie Lynch

Superintendent, ECOESC Treasurer, ECOESC



East Central Ohio

Educational Service Center
834 East High Avenue + New Philadelphia, Ohio 44663
330.308.9939  fax 330.313.3645 + www.ecoesc.org

Kevin Spears, Superintendent
kevin spears@ecoesc.or;

A w'(v‘.'-‘ o
: Educcﬂlondl Julie Lynch, Treasurer

Service Center Julle.lynch@ecoesc.org
EAST CENTRAL OHIO ... Helping schools help children in Tuscarawas, Carroll, Harrison, and Belmont Counties ...
February 24, 2012

Ms. Christiane Schmenk, Director

Local Government Innovation Council Chairperson
Ohio Department of Development

77 South High Sireet

Columbus, Chio 43216-1001

Dear Ms. Schmenk,

The East Central Ohio Educational Service Center (ECOESC) Governing Board is writing this letter in support
of the ECOESCs participation in the Local Government Innovation Fund grant submitted to the Ohio
Department of Development. This shared collaborative will create and expand opportunities on existing services
to save resources, create services, and expand choices that are available to schools, government entities and our
community. We will support these shared services in the delivery of technology.

We realize we need to think differently about how we can partner, share services and work together. This
collaboration of multiple entities will provide a way to do business more effectively and efficiently to save time
and money in the service delivery of technology. This initiative will provide the forum for moving our
discussions forward into action.

The East Central Ohio ESC governing board is proud to support this shared services grant proposal. The project
represents a significant opportunity for transformational improvement in Southeast Ohio. Thank you for the
opportunity.

Sincerely,

SN/

Terry Miller
ECOESC Governing Board, President
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KENT STAT
UNIVERSITY
TUS_CARAWAS

February 29, 2012

Ms. Christiane Schmenk, Director

Local Government Innovation Council Chairperson
Ohio Department of Development

77 South High Street

Columbus, Ohio 43216-1001

Dear Ms. Schmenk,

Kent State University at Tuscarawas is proud to support and be a partner in the Local Government Innovation Fund
grant submitted to the Ohio Department of Development. We will work closely with the Shared Service Collaborative -
to create and expand opportunities on existing services to save resources, create services, and expand choices that are
available to schools, government entities and our community. We will play a significant role in helping to create,
support and sustain these shared services in the delivery of technology.

We realize we need to think differently about how we can partner, share services and work together. This
collaboration of multiple entities will provide a way to do business more effectively and efficiently to save time and
money in the service delivery of technology. This initiative will provide the forum for moving our discussions’
forward into action.

We encourage the Department of Development to look favorably on the application from the East Central Ohio
Educational Service Center Shared Service Project. The project represents a significant opportunity for
transformational improvement in Southeast Ohio where we are looking at doing business differently. We are looking
forward to partnering with the East Central Ohio Educational Service Center on this project.

Sincerely,

Susan C. Hoffman
Computer Technology Program Coordinator

330 University Drive Northeast » New Philadelphia, Ohio 44663-9403
Phone: 330-339-3391 « Fax: 330-339-3321 » hitp://www.tusc.kent.edu




1260 Monroe St. NW, Suite 27N
P.0. Box 6217
New Philadelphia, Ohio 44663
Tuscarawas County: 330-364-6488
Carroll County : 330-627-7912
Fax: 330-364-3307

Supporting Yuur .qurnev To Wellness

_Alcohal, Dru Addlctlun and Mantal Haalth Serwnes e re—rrre—— ht_‘pi’_'f?_"i'..';h‘°",’_f% . ?fﬁCE@asamhtc.org

February 8, 2012

Ms. Christiane Schmenk, Director

Local Government Innovation Council Chairperson
Ohio Department of Development

77 South High Street

Columbus, Ohio 43216-1001

Dear Ms. Schmenk, -

The Alcohol, Drug Addiction and Mental Health Services Board of Tuscarawas and Carroll Counties is proud to
support and be a partner in the Local Government Innovation Fund grant submitted to the Ohio Department of
Development. We will work closely with the Shared Service Collaborative to create and expand opportunities on
existing services to save résources, create seyvices, and expand choices that are available to schools, government
entities and our community. We will play a significant role in helping to create, support and sustain these shared
services in the delivery of technology.

We realize we need to think differently about how we can partner, share services and work together. This
collaboration of multiple entities will provide a way to do business more effectively and efficiently to save time and
money in the service delivery of technology. This initiative will provide the forum for moving our discussions
forward into action.

-

We encourage the Department of Development to look favorably on the application from the East Central Ohio
Educational Service Center Shared Service Project. The project represents a significant opportunity for
transformational improvement in Southeast Ohio where we are looking at doing business differently. We are looking
forward to partmering with the East Central Ohio Educational Service Center on this project. .

Sincerely,

Mlchael otts

Special Projects Manager

Serving Tuscarawas and Carroll Counties David L. Schaffer, Executive Director



~ Barnesville Exempted Village School District

BARNESVILLE, OHIO 43713

Supgrinfendent Special Education Deperiment » Tregsurer
210 West Church Street 210 West Church Strest 210 West Olwarch Street
T40-425-3615 740-425-3912 T40-423-3615
Pax 74042550600 Fax 740-425-3799 Fax 740-425-5000
February 14, 2012

Ms. Christiane Schmenk, Dizsctor

Local Government Innovation Couneil Chaitperson
Ohdo Department of Development

77 South High Street

Columbveg, Ohio 43216-1004

Dear Ms. Schmenk,

The Bamesville Exempted Village School District is proud to suppert and be a partner in the Local Government
Innovation Fund grant subinitted to: the Ohio Department of Development. We will work closely with the Shared
Service Collaborative to create and expand opportunities on existing services to save resources, excate services, and
expand chioices that are aveilable to schools, povernment entities end our community. We will play a significant role
i1 helping to create, support and sustain these shared services in the delivery of technology.

We realize we need to think differently about how we can partner, share services and work together, This
collaboration of multiple entities will provide a way to do business ruore effectively and efficiently to seve time aad
money in the service delivery of technology. This inftiative will provide the forum for moving our discussions
forward into action,

We epcourage the Department of Development to look fivorably on the application frem the Bast Central Ohio
Educational Servioe Center Shared Service Project. The project represents a significant opportunity for
transforational improvement in Southeast Ohio where we are looking at doing business differently. We are looking
forward fo partnering with the East Central Ohio Educational Service Cunter on this project.

Sincerely,

Randy J, Lucas, Superintendent
Bamesville Exempted Village Schoo! District

High School Principgl Middle Schuol Principal Elementary Principal

910 Shamyock Drive ' ' 970 Shamrack Drive 210 West Church Stroet
740-425-3617 740-425-3116 T40.425-3630

Fax 740-425-9254 Fax 740-425-9204 Fax 740-425-1136
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BELMONT-HARRISON VOCATIONAL SCHOOL DISTRICT

Belmont Carger and Technical Center 110 Foz-Shannen Place Harrison Career and Techndcal Center
116 Fox-Shannen Flace §t, Cladrsville, Ohio 43939 82560 CadizJewett Road
5t. Cluirsville, Dhio 43350-8751 (746) 695-9130 Cadiz, Ohio 43207.5427
{740) 62549130 (740) 942.2148
Fax {740 6355340 Richard Schevne, Superintendent Fax (748) 6954566
Fax {740) 695-5330 Muark Lucas. Treasurer

February 21, 2012

Ms. Christiane Schunenk, Director

Local Government Innovation Council Chairpersen
Ohin Department of Development

77 South High Strect

Columbus, Ohio 43216-1001

Dear Ms, Sclignenk,

The Belmont Harrison Yocational School District is proud to support and be a partner in the
Local Government Innovation Fund grant submitted to the Ohio Department of Developrment.
We will work closely with the Shared Service Collaborative to create and expand opportunitics
on existing services to save resources, create services, and expand choices that are avaiable to
schools, govermment entities and our community. We will play a significant role in helping to
create, support and sustain these shared services in the delivery of technology.

We realize we need (o think differently about how we can parteer, share services and work
together. This collaboration of multiple entities will provide a way 1o do business mare
effectively and efficiently to save time and money in the service delivery of wechnology. This
initiarive will provide the forum for moving our discussions forward into action.

We encourage the Department of Development to look favorably on the application from the
East Central Ohio Educational Service Center Shared Service Project. The preject represents a
significant opportunity for transformational improvement in Southeast Chio where we are
looking at doing business differently. We are looking forward to partnering with the East Central
Chio Educational Sexvice Center on this project.

Sincerely,
/EZ'?MMQM -
L

Richard Schoene

Supetintendent

Barnesville Exempted Village School District
Rellairs City Schoal District

Bridgeport Excmpted Yillage School Distriet
Harvisen Hills City School Disteict

Maytins Ferry City School Bistrict

81 Clairsvilie-Richland City School District
St, Johns School Bistrict

Bhadyside Local Sehoo] District

Union Liocal Schonl Pistric

“An Tguil Oppertuslty Emploger”



Huerison County
Board of Copnty Commissioners
100 West Market Strect
Cadiz OI1 13807
(740) $12162S / (740) H44-4GH0 tax
comnissiongrs3+@franticr.com

William flost, Chairman :
1Jom 11, Bethel Brandi Burton, Clerk
Buarbura Pincola shivley Gilbert, Asst. Clerk

February 15, 2012

My, Christiane Schmeni, Director

Local Government Innovation Council Chairperson
Chio Departinent of Development

77 Souoth Tligh Street

Cotumbus, Ohio 43216-1001]

Dear Ms, Schmenk,

The Tlarrison County Bourd of County Cominissioners is proud 1o support und be a pariner in the Local
Govemment Innovation Fand grant submitted to the Ohie Department of Development. We will work
closcly with the Shared Service Collaborative Lo create and expand opportonities on existing services o
save resolrees, creale services, and expand choiecs that are available to schools, government eniitics aad
our community, Wo will play a sighificant role in helping to creale, support and sustain these shared
services in the delivery of technology.

We realize we need to think differently about how we can partner, share services and work together
‘Thig collaboration of pultiple entities will provide a way to do business mere effectively and elficiently
to save time and money in the service delivery of technology. Lhis initiative will provide the forum for
moving owr discussions [orward into action.

We encourage the Department of Development o leok favorably on the application from the Fast
Central Ohio Educational Service Centor Shared Service Project, The project represents a signilicant
opportupity for translommational improvement in Southeast Ohio where we are looking al doing busincss

diflerently. We are looking forward to partnering with the Fast Cenival Obio Educational Service Center
on this projeet.

Rincerely,

et S0 Ll S

William Host, Chairman Don R, Beihel Barbara Pincola




HARCATUS TRI-COUNTY C.A.

February 15, 2012

Ms. Christiane Schmenk, Director

Local Government Innovation Council Chairperson
Ohio Department of Development

77 South High Street

Columbus, Chio 43216-1001

Dear Ms. Schmenk,

Harcatus Tri-County C.A.O., Inc is proud to support and be a partner in the Local Government
Innovation Fund grant submitted te the Ohio Department of Development. We will work closely
with the Shared Service Collaborative to create and expand opportunities on existing services to
save resources, create services, and expand choices that are available to schools, government
entities and our community. We will play a significant role in helping to create, support and
sustain these shared services in the delivery of technology.

We realize we need to think differently about how we can partner, share services and work
together. This collaboration of multiple entities will provide a way to do business more
effectively and efficiently to save time and money in the service delivery of technology. This
initiative will provide the forum for moving our discussions forward into action.

We encourage the Department of Development to look favorably on the application from the East
Central Ohio Educational Service Center Shared Service Project. The project represents a
significant opportunity for transformational improvement in Southeast Ohio where we are
looking at doing business differently. We are looking forward to partnering with the East Central
Ohio Educational Service Center on this project.

Sincerely,

s

Charles E. Lorenz, 11

Executive Director

Enclosure:

220 Grant Street * Dennison, OH 44821 = Phone: 740-922-0933 = 740-922-4128 FAX



SUPERINTENDENT

Bob Alsept
330-364-0600

NEWB'IILADELPHIA CITY SCHOOLS ASSISTANT SUPERINTENDENT

Debra J. Kennedy

248 FRONT AVE SW @ NEW PHILADELPHIA, OHIO 44663-2150 3303640600

TREASURER

PHONE 330-364-0600 ¢ FAX 330-364-9310 Bt ppivdnt

www.npschools.org SPECIAL SERVICES DIRECTOR
Maureen 0. Wittler
330-364-0613

Continuing the Tradition of Achievement, Commitment, and Excellence!
_

February 8, 2012

Ms. Christiane Schmenk, Director

Local Government Innovation Council Chairperson
Ohio Department of Development

77 South High Sireet

Columbus, Ohio 43216-1001

Dear MS. Schmenk,

The New Philadelphia City Schools district is proud to support and be a partner in the Local Government Innovation
Fund grant submitted to the Ohio Department of Development. We will work closely with the Shared Service
Collaborative to create and expand opportunities on existing services to save resources, create services, and expand
choices that are available to schools, government entities and our community. We will play a significant role in
helping to create, support and sustain these shared services in the delivery of technology.

We realize we need to think differently about how we can partner, share services and work together. This
collaboration of multiple entities will provide a way to do business more effectively and efficiently to save time and
money in the service delivery of technology. This initiative will provide the forum for moving our discussions
forward into action.

We encourage the Department of Development to look favorably on the application from the East Central Ohio
Educational Service Center Shared Service Project. The project represents a significant opportunity for
transformational improvement in Southeast Ohio where we are looking at doing business differently. We are looking
forward to partnering with the East Central Ohio Educational Service Center on this project. |

Sincerely,

4 Aot

Bob Alsept
Superintendent

NEW PHILADELPHIA HIGH SCHOOL WELFY MIDDLE SCHOOL

343 Ray Avenue NW 15 F
330-364-0644 3 Bs%gtgfggztsl\lw
CENTRAL ELEMENTARY EAST ELEMENTARY SOUTH ELEMENTARY WEST ELEMENTAﬁY YO
) . RK ELEMENTA|
145 Ray Ave. NW 470 Fair Ave, NE 132 Providence Ave. SW 232 Tuscarawas Ave. NW 938 Stonecreek RoazYSW

330-364-0700 330-364-0715 330-364-0725 ) 330-364-0755 330-364-0770



New Philadelphia City Health District
John Knisely Municipal Centre
150 East High Avenue, Suite 011

New Philadelphia, Ohio 44663
330/364-4491 x208 330/364-8830 fax

February 13, 2012

Ms. Christiane Schmenk, Director

Local Government Innovation Council Chairperson
Ohio Department of Development

77 South High Street

Columbus, Ohio 43216-1001

Dear Ms. Schmenk,

The New Philadelphia City Health Department is proud to support and be a partner in the Local
Government Innovation Fund grant submitted to the Ohio Department of Development. We will
work closely with the Shared Service Collaborative to create and expand opportunities on
existing services to save resources, create services, and expand choices that are available to
schools, government entities and our community. We will play a significant role in helping to
create, support and sustain these shared services in the delivery of technology.

We realize we need to think differently about how we can partner, share services and work
together. This collaboration of multiple entities will provide a way to do business more
effectively and efficiently to save time and money in the service delivery of technology. This
initiative will provide the forum for moving our discussions forward into action.

We encourage the Department of Development to look favorably on the application from the
East Central Ohio Educational Service Center Shared Service Project. The project represents a
significant opportunity for transformational improvement in Southeast Ohio where we are
looking at doing business differently. We are looking forward to partnering with the East Central
Ohio Educational Service Center on this project.

Sincerely,
ot Hro)

Vickie Tonno RN, Health Commissioner



MARILYN HENRY, M.A., MSSA, LISW
President/CEO

Personal & Family |

L Counseling Services
R of Tuscarawas Valley, Inc.

1433 Fifth Street N.W.

New Philadelphia, Ohio 44663
Telephone: 330-343-8171
Fax: 330-343-8439

pfcs@pfesl.org
www. personal-family-counseling.com

“Strengthenin,
Faﬁ:lles

February 16, 2012

Ms. Chiistiane Schmenk, Director

Local Government Innovation Council Chairperson
Ohio Department of Development

77 South High Street

Columbus, Ohio 43216-1001

Dear Ms. Schmenk,

 Personal & Family Counseling Services of Tuscatawas Valley, Inc. is proud to support and be a partner in the Local

Government Innovation Pund grant submitted to the Ohio Department of Development, We will work closely with thy

Shared Service Collaborative to create and expand opportunities on existing services to save resources, create
services, and expand choices that are available to schools, government entities and our community. We will play a
significant role in helping to create, support and sustain these shared services in the delivery of technology.

We realize we need to think differently about how we can partner, share services and work together, This
collaboration of multiple entities will provide a way to do business more effectively and efficiently to save time and
money in the service delivery of technology. This initiative will provide the forum for moving our discussions
forward into action. '

We encoutage the Department of Development to look favorably on the application from the East Central Ohio
Educational Service Center Shared Service Project. The project represents a significant opportunity for
transformational improvement in Southeast Ohio where we are looking at doing business differently. We are looking
forward to partnering with the East Central Ohio Educational Service Center on this project. _

ﬁ Arconor, DRUG ADDICTION AnD
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shung-Frauklin Local Schools
140 North Bodmer Avenue in
Strasburg, Ohio 44680

“Excellence

Education”

ADMINISTRATION
Telephone
330-878-5571
Fax 330-878-7900

HIGH SCHOOL
Telephone
330-878-5571
Fax 330-878-9921

ELEMENTARY
Telephone
330-878-6503
Fax 330-878-5983

February 8, 2012

Ms. Christiane Schmenk, Director

Local Government Innovation Council Chairperson
Ohio Department of Development

77 South High Street

Columbus, Ohio 43216-1001

Dear Ms. Schmenk,

The Strasburg-Franklin Local School District is proud to support and be a partner in the Local
Government Innovation Fund grant submitted to the Ohio Department of Development. We will
work closely with the Shared Service Collaborative to create and expand opportunities on
existing services to save resources, create services, and expand choices that are available to
schools, government entities and our community. We will play a significant role in helping to
create, support and sustain these shared services in the delivery of technology.

We realize we need to think differently about how we can partner, share services and work
together, This collaboration of multiple entities will provide a way to do business more
effectively and efficiently to save time and money in the service delivery of technology. This
initiative will provide the forum for moving our discussions forward into action.

We encourage the Department of Development to look favorably on the application from the
East Central Ohio Educational Service Center Shared Service Project. The project represents a
significant opportunity for transformational improvement in Southeast Ohio where we are
looking at doing business differently. We are looking forward to partnering with the East Centra
Ohio Educational Service Center on this project.

Sincerely,

Cm. Clotigh

Superintendent



TUSCARAWAS COUNTY COMMISSIONERS
125 East High Avenue, Room 205
New Philadelphia, Ohic 44663

{330) 365-3240
Chris Abbuhl Jane Clay
Kerry Metzger Clerk
Jim Seldenright
Crystal DiGenova
Administrative Assistant
February 23, 2012

Ms. Christiane Schmenk, Director

Local Government Innovation Council Chairperson
Ohio Department of Development

77 South High Street

Columbus, Chio 43216-1001

Dear Ms. Schmenk,

The Tuscarawas County Commissioners are proud to support the application from the East Central Ohio
Educational Service Center for the Shared Service Project. This project represents a significant
opportunity for transformational improvement in Southeast Ohio where we are looking at doing business
differently.

This Shared Service Collaboration will create and expand opportunities on existing services to save
resources, create services, and expand choices that are available to schools, government entities and our
community.

We realize we need to think differently about how we can partner, share services and work together and
will participate where feasible as long as there is no commitment of funding from the County.

This collaboration of multiple entities will provide a way to do business more effectively and efficiently
to save time and money in the service delivery of technology. This initiative will provide the forum for

moving discussions forward into action.

Sincerely,

Cin
Jim Seldenright

Ko Vi —
DLl )

Chris Abbuhl

Escape
[ xperi&hce |
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~ February 8, 2012

Ms. Cheistinne Schmenk, Director

Local Government Innovation Council Chairperson
Ohio Department of Development

77 South High Strest

Columbus, Ohio 43216-1001

Dear Ms. Schmenk,

The Tuscarawas County Health Department is proud to support and be a partner in the Local Government Innovation
Fund grant submitted to the Chio Department of Development. We will work slosely with the Shared Service
Collaborative to create and expand opportunities on existing services to save resources, create servives, and expand
choices that are available to schools, government entities and our community. We will play a significant role in
helping to oreats, support snd sustain these shared services in the delivery of technology.

We realize we need to think differently about how we can partner, share services and work together. This
collaboration of multiple entities will provide & way to do bosiness more effectively and efficiently to save time and
noney in the service delivery of technology. This initiative wil) provide the forum for moving our discussions
forward into action,

We encourage the Department of Developiment to look favorably on the application from the Bast Central Ohio
Educational Service Center Shared Service Project. The project represents a significant opportunity for
transformational irprovement in Southeast Qhio where we are looking st doing business differently. We are looking
forward to partnering with the East Central Ohio Edueational Service Centsr on this praject.

Sincerely,

Lo, Wafgy)

Lirida J. Fhnning, Executive Divector

‘ BOARD MEMEERS
Linda J F{;rrrﬂ'ng James G. ffu.bgt':{ Il?.('.lf M5 Tiveed Vorheos. President Dr. Andree Fonti
Fascitive Director Flectlih Conimtssione: Jari Middaugh, Vice President Devid Miller
Baniel 8. Blumer, 116, Milan Packovich, M.D. Michael A, Cochran
Muodieal Divecior ’ Farwes O, Brick, DVM,

“Egual Qppartunny Employer/Equal Provider of Services”




" 2637 Tuscarawas Valley RANE
_ ‘Zoarville, OH 44656-9692
330-859-2213 Fax: 330-859-2706

Mark A. Murphy, Superintendent
 Michael E. Robinson, Treasurer

.

February 17,2012 .

Ms. Chnstlane Schmenk, Director

Local Governmert Innovation Council Chauperson

Ohio Department of Development

77 South High Street

Columbus, Ohio 43216-1001 L

Dear Ms. Schmenk,

The Tuscarawas Valley Local School District is proud to support andbe a partner in the
Local Government Innovation Fund grant submitted to the Ohio Department of
Development. We will work closely with the Shared Service Collaborative to create and
expand opportunities on existing services to save resources, create services, and expand
choices that are available to schools, government entities and our community. We will play

a s1gmﬁcant role in helping to create, support and sustain these shared services in the
delivery of technology

We realize we need to think differently about how we can partner, share services and work
together. This collaboration of multiple entities will provide a way to do business more
effectively and efficiently to save time and money in the service delivery of technology.
This initiative will provide the forum for moving our discussions forward into action.

~ We encourage the Department of Development to look favorably on the application from the
* East Central Ohio Educational Service Center Shared Service Project. The project represents
a significant opportunity for transformational improvement in Southeast Ohio where we are
looking at doing business differently. We are looking forward to partnering with the East
Central Ohio Educational Service Center on this project.

Smcerely,

Mark A. Murphy _
Tuscerawas Vallay PRAERYGEHendent Tuscarawas 'Jailey Intermediate Scheal Tuscarawas Yalley Middie Schoal Tuscarawas Valley High Schao!
8647 Airst St NE/ PO Box 478 216 Park Avanug 2633 Tusky Vallzy id NE 2837 Tusky Yaliey Rd HE

Mineral City, GH 44858 : ' Bolivar, OH 44612 Toarville; OH 44858 Tnawille, O 44656
330-853-248 Fax;.330-259-8B85 BA0-R74-3234 £ 20-B58-0875 330-858-2427 Fax: 330-850-8845 330-850-242 Fax 330-859-2805



UNION LOCAL BOARD OF EDUCATION

H. KIRK GLASGOW, SUPERINTENDENT

JETS

February 8, 2012

Ms. Christiane Schmenk, Director

Local Government Innovation Council Chairperson
Ohio Department of Development

77 South High Strect

Columbus, Ohio 43216-1001

Dear Ms. Schmenk,

The Union Local School District is proud to support and be a partaer in the Local Government Innovation Fund
grant submitted to the Ohio Department of Development. We will work closely with the Shared Service
Collaborative to create and expand opportunities on existing services to save resources, create services, and
expand choices that are available to schools, government entities and our community. We will play a significant
role in helping to create, support and sustain these shared services in the delivery of technology.

We realize we need to think differently about how we can partner, share services and work together. This
collaboration of multiple entities will provide a way to do business more effectively and efficiently to save time
and money in the service delivery of technology. This initiative will provide the forum for moving our
discussions forward into action.

We encourage the Department of Development to look favorably on the application from the East Central Ohio
Educational Service Center Shared Service Project. The project represents a significant opportunity for
transformational improvement in Southeast Ohio where we are looking at doing business differently. We are
looking forward to partnering with the East Central Ohio Educational Service Center on this project.

H. Kirk c‘%%//

Superintendent

“Excellence in Education is a LOCAL Thing”
66779 Belmont-Morristown Rd. Belmont, Ohio 43718
| Phone: (740) 782-1978 |
Fax: (740) 782-1212

www.ulschools.com ‘
“Rated an EFFECTIVE District by the Ohio Department of Education”




VILLAGE OF MIDVALE
3111 BARNHILL ROAD
PO BOX 227

MIDVALE OHIO 44653
PHONE: 339-339-1939 FAX: 330-339-8986

February 8, 2012 VERA WILSON, MAYOR KAREN 5 DANIELS, FISCAL QOFFICER

Ms. Christiane Schmenk, Director

Local Government Innovation Council Chairperson
Ohio Department of Development

77 South High Street

Columbns, Ohio 43216-1001

Drear Ms. Schinends,

The Village of Midvale is proud to support and be a partrer in the Local Governiment Innovation Fund grant
submitted to the Ohio Department of Development. We will work closely with the Shared Service Collaborative to
create and expand opportunities on existing services 10 save resources, create services, and expand choices that are
available to schools, government entities and oty community, Wa will play a significant role in helping to create,
support and sustain these shared services in the delivery of technology.

We realize we need to think differently about how we can partner, share services and work together, This
collabovation of muitiple entities will provide a way to do business more effectively and efficiently to save tiine and
money in the service delivery of technology. This initiative will provide the fornm for moving our discussions
forward into action.

We encourage the Department of Development to look favorably on the application from the East Central Chio
Eduentional Service Center Shared Service Project. The project represents a significant opportunity for
iransformational improvement in Southeast Ohio where we are looking at doing business differently. We are looking
forward to partnering with the Bast Central Ohio Bdueational Service Center on this project.

Rincerely,

% 7/@% uJellao

Vera 5 wilson, Mayor

Viillage of Midvale
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Dave Yost - Auditor of State
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Dave Yost - Auditor of State

INDEPENDENT ACCOUNTANTS' REPORT

East Central Ohio Educational Service Center
Tuscarawas County

834 East High Street

New Philadeiphia, Ohio 44663

To the Governing Board:

We have audited the accompanying financial statements of the governmental activities, the major
General Fund and the aggregate remaining fund information of the East Central Ohio Educational Service
Center, Tuscarawas County, Ohio, (the ESC) as of and for the year ended June 30, 2010, which
collectively comprise the ESC's basic financial statements as listed in the Table of Contents. These
financial statements are the responsibility of the ESC’s management. Our responsibility is to express
opinions on these financial statements based on our audit.

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

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, the major General Fund and the aggregate
remaining fund information of the East Central Ohio Educational Service Center, Tuscarawas County
Ohio, as of June 30, 2010, and the respective changes in financial position for the year then ended in
conformity with accounting principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated March 7, 2011,
on our consideration of the ESC'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 mtegral part of an audit performed in accordance with Government Auditing
Standards. You should read it in conjunction with this report in assessing the results of our audit.

101 Central Plaza South, 700 Chase Tower, Canton, Ohio 44702-1509
Phone: 330-438-0617 or 800-443-9272 Fax: 330-471-0001

www.auditor.state.oh.us



East Central Ohio Educational Service Center
Tuscarawas County

Independent Accountants’ Report

Page 2

Accounting principles generally accepted in the United States of America require this presentation to
include Management's discussion and analysis as listed in the Tabie of Contents, to supplement the basic
financial statements. Although this information is not part of the basic financial statements, the
Governmental Accounting Standards Board considers it essential 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 apinion or
provide any other assurance,

We conducted our audit to opine on the financial statements that collectively comprise the ESC's basic
financial statements taken as a whole. The budgetary comparison for the General Fund provides
additional analysis that is not a required part of the basic financial statements. The Federal Awards
Receipts and Expenditures Schedule provides additional information required by U.S. Office of
Management and Budget Circular A-133, Audifs of Stales, Local Governments, and Non-Profit
Organizations, and is also not a required part of the basic financial statements. The budgetary
comparison for the General Fund and the Federal Awards Receipts and Expenditures Schedule are
management’s responsibility, and were derived from and relate directly to the underlying accounting and
other records used to prepare the basic financial statements. These schedules were subject to the
auditing procedures we applied fo the basic financial statements. We also applied certain additional
precedures, including comparing and recongiling this information directly to the underlying accounting and
other records used to prepare the basic financial statement or to the basic financial statements
themselves, in accordance with auditing standards generally accepted in the United States of America. In
our opinion, this information is fairly stated in all material respects in relation to the basic financiaf
statement taken as a whole.

2«%

Dave Yost
Auditor of State

March 7, 2011



EAST CENTRAL OHIO EDUCATIONAL SERVICE CENTER
TUSCARAWAS COUNTY, OHIO

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2010

The management’s discussion and analysis of the East Central Ohio Educational Service Center’s (the “ESC™)
financial performance provides an overall review of the ESC’s financial activities for the fiscal year ended June 30,
2010. The intent of this discussion and analysis is to look at the ESC’s financial performance as a whole; readers
shouid also review the basic financial statements and the notes to the basic financial statements to enhance their
understanding of the ESC’s financial performance.

Financial Highlights
Key financial highlights for 2010 are as follows:
*+ Intotal, net assets of governmental activities decreased $36,534 which represents a 2,.40% decrease from 2009,

*  General revenues accounted for $1,798,794 in revenue or 20.81% of all revenues. Program specific revenues in
the form of charges for services and sales, grants and contributions accounted for $6,846,865 or 79.19% of total
revenues of $8,645,659. :

* The ESC had $8,682,193 in expenses related to governmental activities, $6,846,865 of these expenses were
offset by program specific charges for services, grants or contributions. General revenues supporting
governmental activities (primarily unrestricted grants and entitlements) of $1,798,794 were not adequate to
provide for these programs.

*  The ESC’s only major governmental fund is the general fund. The general fund had $7,867,362 in revenues and
~ $8,089,041 in expenditures. During fiscal year 2010, the general fund’s fund balance decreased $221,679 from
$805,294 to $583,615.

Using these Basic Financial Statements

This annual report consists of a series of financial statements and notes to those statements. These statements are
organized 50 the readet can understand the ESC as a financial whole, an entire operating entity. The statements then
proceed to provide an increasingly detailed look at specific financial activities.

The statement of net assets and statement of activities provide information about the activities of the whole ESC,
presenting both an aggregate view of the ESC’s finances and a longer-term view of those finances. Fund financial
statements provide the next level of detail. For governmental funds, these statements tell how services were
financed in the short-term as well as what remains for future spending. The fund financial statements also look at
the ESC’s most significant funds with all other nonmajor funds presented in total in one column. Tn the case of the
ESC, the general fund is by far the most significant fund, and the only governmental fund reported as a major fund.

Reporting the ESC as a Whole
Statement of Net Assets and the Statement of Activities

While this document contains the large number of funds used by the ESC to provide programs and activities, the
view of the ESC as a whole looks at all financial transactions and asks the question, “How did we do financially
during 20107” The statement of net assets and the statement of activities 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 will take into account all of the current year’s
revenues and expenses regardless of when cash is received or paid. :



EAST CENTRAL OHIO EDUCATIONAL SERVICE CENTER
TUSCARAWAS COUNTY, OHIO

MANAGEMENT'S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JFUNE 30, 2010

These two statements report the ESC’s net assets and changes in those assets, This change in net assets is important
because it tells the reader that, for the ESC as a whole, the financial position of the ESC has improved or
diminished. The causes of this change may be the result of many factors, some financial, some not. Non-financial
factors include the ESC’s facility conditions, required educational programs and other factors.

In the statement of net assets and the statement of activities, the governmental activities include the ESC’s programs
and services, including instruction, support services, operation and maintenance of plant and pupil transportation.

The ESC’s statement of net assets and statement of activities can be found on pages 13-14 of this report.
Reporting the ESC’s Most Significant Funds

Fund Financial Statements

The analysis of the ESC’s. major governmental fund begins on page 10. Fund financial reports provide -detailed
information about the ESC’s major fund. The ESC uses many funds to account for a multitude of financial
transactions. However, these fund financial statéments focus on the ESC’s most significant funds. The ESC’s only
major governmental fund is the general fund.

Governmental Funds

Most of the ESC’s activitics are reported in governmental funds, which focus on how money flows into and out of
those funds and the balances left at year-end available for spending in future periods. These funds are reported
uging an accounting method called modified accrual accounting, which measures cash and all other financial assets
than can readily be converted to cash. The governmental fund financial statements provide a detailed short-term
view of the ESC’s general government operations and the basic services it provides. Govemnmental fund
information helps you determine whether there are more or fewer financial resources that can be spent in the near
future to finance educational programs. The relationship (er differences) between governmental activities (reported
in the statement of net assets and the statement of activities) and governmental funds is reconciled in the basic
financial statements. The basic governmental fund financial statements can be found on pages 15-18 of this report.

Reporting the ESC’s Fiduciary Responsibilities

The ESC acts in a trustee capacity as an agent for individuals or other entities. These activities are reported in
agency funds. The ESC’s fiduciary activities are reported in a separate statement of fiduciary net assets on page 19.
These activities are excluded from the ESC’s other financial statements because the assets cannot be utilized by the
ESC to finance its operations.

Notes to the Basic Financial Statements

The notes provide additional information that is essential to a full understanding of the data provided in the
government-wide and fund financial statements. These notes to the basic financial statements can be found on pages
21-41 of this report.

Supplementary Information

The ESC has presented a budgetary comparison schedule for the general fund as supplementary information on
pages 42-44 of this report.



EAST CENTRAL OHIO EDUCATIONAL SERVICE CENTER
TUSCARAWAS COUNTY, OHIO

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2010
The ESC as a Whole
Recall that the statement of net assets provides the perspective of the ESC as a whole.

The table below provides a summary of the ESC’s net assets for 2010 and 2009,

Net Assets
Governmental Governmental
Activities Activities
2010 2009
Assets
Current and other assets § 1,631,199 § 1,385,986
Capital assets, net _ _ 1,637,892 _ 1,642,695
Total assets 3,269,091 3,028,681
Liabilities
Current liabilities 841,510 494,400
Long-term liabilities 941,195 1,011,361
Total liabilities 1,782,705 1,505,761
Net Assets
Invested in capital
assets, net of related debt 1,032,411 957,636
Restricted 63,570 15,984
- Unrestricted 390,405 549,300
Total net assets $ 1,486,386 $ 1,522,920

Over time, net assets can serve as a useful indicator of a government’s financial position. At June 30, 2019, the
ESC’s assets exceeded liabilities by $1,486,386. Of this total, $390,405 is unrestricted it use.

At year-end, capital assets represented 50.10% of total assets. Capital assets include land, land improvements,
buildings and improvements, furniture and equipment and vehicles. Capital assets, net of related debt to acquire the
assets at June 30, 2010, were $1,032,411. These capital assets are used to provide services to the students and are
not available for future spending. Although the ESC’s investment in capital assets is reported net of related debt, it
should be noted that the resources to repay the debt must be provided from other sources, since capital assets may
not be used to liquidate these liabilities.

A portion of the ESC’s net assets, $63,570, represents resources that are subject to external restriction on how they
may be used. The remaining balance of unrestricted net assets of $390,405 may be used to meet the ESC’s ongoing
obligations to the students and creditors. :



EAST CENTRAL OHIO EDUCATIONAL SERVICE CENTER
TUSCARAWAS COUNTY, OHIO

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2010

The graph below presents the District’s assets, liabilities and net assets for fiscal years 2010 and 2009.

Governmenial Activities
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The table below shows the change in net assets for fiscal year 2010 and 2009,
* Change in Net Assets
Governmental Governmental
Activities Activities
2010 2009
Revenues
Program revenues: .
Charges for services and sales $ 6,155,715 $ 5,076,552
Operating grants and contributions 691,150 124,075
General revenues:
Grants and entitlements 1,751,730 1,266,014
Investment earnings 6,047 8,662
Other 41,017 -
Total revenues 8,645,659 6,475,303



EAST CENTRAL OHIO EDUCATIONAL SERVICE CENTER
TUSCARAWAS COUNTY, OHIO

MANAGEMENT'S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2010 -

Change in Net Assets
Governmenta) Governmental
Activities Activities
2010 2009
Expenses
Program expenses:
Instruction:
Regular ) 3 668,056 $§ 506,129
Special 1,335,630 778,504
Vocational ' - 10
Other 38,158 34,992
Support services:
Pupil _ . 2,411,631 1,824,047
Instructional staff 2,925,677 _ 2,028,459
Board of education 24,472 ©0 19,319
Administration 483,235 325,007
Fiscal 202,847 201,988
Business 169,526 135,414
Operations and maintenance 176,837 181,304
Pupil transportation 14,156 10,158
Central 200,171 228,823
Interest and fiscal charges 31,797 17,217
Total expenses 8,682,193 6,292,371
Change in net assets (36,534) 182,932
Net assets at beginning of year 1,522,920 1,339,988
Net assets at end of year $ 1,486,386 $ 1,522,920

Governmental Activities

Net assets of the ESC’s governmental activities decreased $36,534. Total governmental expenses of $8,682,193
were offset by program revenues of $6,846,865 and general revenues of $1,798,794. Program revenues supported
78.86% of the total governmental expenses.

The primary sources of revenue for governmental activities are derived from charges for services and sales. This
revenue source represents 71.20% of total governmental revenue. Overall revenues and expenses increased during
2010 as a result of an increased number of staff and school district contracts due to the merger with the Belmont
County Educational Service Center.



EAST CENTRAL OHIO EDUCATIONAL SERVICE CENTER
TUSCARAWAS COUNTY, OHIO

MANAGEMENT'S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2010

The graph below presents the ESC’s governmental activities revenue and expenses for fiscal year 2010 and 2009.

Governmental Activities - Revenues and Expenses
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The statement of activities shows the cost of program services and the charges for services and grants offsetting
those services. The following table shows, for governmental activities, the total cost of services and the net cost of
services. That is, it identifies the cost of these services supported by tax revenue and unrestricted State grants and
entitlements.

Governmental Activities

Total Cost of Net Cost of Total Cost of Net Cost of
Services Services Services Services
2010 2010 2009 2009
Program expenses
Instruction:

. Regular $ 668,056 $ 373,754 g 506,129 $ 447,239
Special 1,335,630 44,149 778,504 (119,868)
Vocational - - i0 10
Other 38,158 38,158 34,992 ' 34,992

Support services:
Pupil . 2,411,631 287,101 - 1,824,047 (91,893)
Instructional staff 2,925,677 169,726 2,029,459 (19,996)
Board of education 24,472 24,472 19,319 18,319
Administration 483,235 121,125 325,007 58,373
Fiscal 202,847 202,847 201,988 201,988

- Business 169,526 169,526 135414 135,414
Operations and mainfenance 176,837 161,346 181,304 173,968
Pupil transportation 14,156 14,156 10,158 10,158
Central 200,171 197,171 228,823 225,823

Interest and fiscal charges . 31,797 31,797 17,217 17,217

Total expenses § 8,682,193 $ 1,835,328 6,292,371 § 1,091,744

For all governmental activities, general revenue support is 21.14%. The primary support of the ESC is program
revenues, charges for services, from Districts to which the ESC provides services,
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MANAGEMENT"’S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2010

The graph below presents the ESC’s governmental activities revenue for fiscal year 2010 and 2009.

Governmental Activities - General and Program Revenues
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The ESC’s Funds

The ESC’s governmental funds reported a combined fund balance of $827,631, which is higher than last year’s total

of $821,278. The schedule below indicates the fund balance and the total change in fund balance as of June 30,
2010 and 2009.

Fund Balance Fund Balance Increase Percentage

June 30, 2010 June 30, 2009 (Decrease) Change
General $ 583,615 $ 805,294 $ (221,679) {27.53) %
Other Governmental 27,900 15,984 11,916 74.55 %
Total $ 611,515 $ 821,278 $ (209,763) (25.54) %




EAST CENTRAL OHIO EDUCATIONAL SERVICE CENTER
TUSCARAWAS COUNTY, OHIO

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2010

General Fund

~ The ESC’s general fund balance decreased by $6,578. The table that follows assists in illustrating the financial
activities and fund balance of the general fund.

2010 2009 Increase Percentage
—Amount —Amount {Decrease) Change
Revenues
Tuition 3 2,321,776 $ 1,951,760 3 370,016 18.96 %
Earnings on investments 6,047 8,662 (2,615) (30.19) %
Contract services 3,746,792 3,070,298 676,494 2203 %
Other revenues 41,017 - 41,017 100.00 %
Intergovernmental 1,751,730 1,266,014 485,716 38.37 %
Total § 7,867,362 $ 6,296,734 $ 1,570,628 24.94 %
Expenditures
Instruction 3 1,747,463 $ 1,215,151 $ 532,312 4381 %
Support services 6,230,203 4,806,881 1,423,322 29.61 %
Facilities acquisition and construction - 56,897 {56,897) {100.00) %
Debt service 111,375 66,200 45,175 68.24 %
Total $ 8,089,041 $ 6,145,129 $ 1,943912 3163 %

Interest revenue decreased 30.19% due to lower interest rates earned on investments compared to the prior year,
Debt service expenditures increased due to the ESC restructuring their capital lease in 2010. Facilities acquisition
and construction expenditures decreased due to the addition of a storage building in fiscal year 2009. All other
revenues and expenditures increased due to the merger with Belmont County Educational Service Center during the

fiscal year,
Debt Administration and Capital Assets
Debt Administration

At June 30, 2010, the ESC had $479,674 in capital lease obligations and $125,807 in a lease purchasc agreement
outstanding. Of this total, $83,189 is due within one year and $522,292 is due in greater than one year.

10



EAST CENTRAL OHIO EDUCATIONAL SERVICE CENTER
TUSCARAWAS COUNTY, OHIO '

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2010

The following table summarizes the loans and lease obligations outstanding.

Outstanding Debt, at Year End

Governmental Governmental
Activities Activities
2010 2009
Capital lease obligation $ 479,674 % 538,286
Lease purchase agreement 125,807 146,773
Total $ 605,481 $ 685,059

See Note 12 to the basic financial statements for additicnal information on the ESC’s debt administration.

Capital Assets

At the end of fiscal year 2010, the ESC had $1,637,892 invested in land, land improvements, buildings and
improvements, furniture and equipment and vehicles. This entire amount is reported in governmental activities,
The following table shows fiscal year 2010 balances compared to 2009;

Capital Assets at June 30

(Net of Depreciation)
Governmental Activitics
‘ 2010 2009
Land $ 22360 $ 22360
Land improvements 45,093 49,838
Building and improvements 1,372,054 1,435,953
Furniture and equipment 163,035 127,044
Vehicles 35,350 7,500
Total $ 1,637,892 $ 1,642,695

The overall decrease in capital assets of $4,803 is due to disposals of capital assets of $53,508 exceeding the
disposal of accumulated depreciation of $32,060 even though capital outlays of $120,520 exceeded depreciation

expense of $103,875 in the fiscal year.

See Note 8 to the basic financial statements for additional information on the ESC’s capital assets.

11



EAST CENTRAL OHIO EDUCATIONAL SERVICE CENTER
TUSCARAWAS COUNTY, OHIO

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2010

Current Financial Related Activities

Overall, the ESC is financially stable. As the preceding information shows, the ESC relies heavily on contracts with
local, city, exempted village school districts and other entities within the four county area, State foundation reventue,
customer service receipts, and grants, Discretionary contracts with districts are expected to remain the same through
fiscal year 201 1. District contracts, along with the ESC’s cash balance will provide the necessary funds to mcet its
operating expenses in fiscal year 2011. However, the ESC anticipates an increase in contracts for special education
services and classroom support due to the receipt of American Recovery and Reinvestment Act funds by the

districts.

The future of the ESC is dependent on them maintaining stability in a very difficult budget environment. Some of
those challenges that they will be facing are:

1) Continued legislative efforts to realign Ohic’s Regional Educational Delivery System and the
implementation of that system by the Ohio Department of Education. At this point, the ESC is unable to
determine what effect this legislation will have on future State funding and on its financial operations,
however it is assumed that this system will directly affect the ESC’s and the method used to fund the ESC.
The State is also locking at what need the ESCs in the State of Ohio fill and should that need be expanded.

2.) A continuing challenge the ESC faces is to continue to provide their school districts with the most
innovative and current ideas in classroom technology in a manner that is cost effective to districts that are
already faced with financial difficulties,

3.) Effective August 1, 2009 the East Central Ohic ESC completed a merger with the Belmont County

' Educational Service Center. As the ESC moves forward into the coming year, we need to identify the

needs of the school districts in Belmont County and determine how the ESC can help meet those needs
through workshops, program development, and staffing.

The ESC’s systems of budgeting and interal controls are well regarded. All of the ESC’s financial abilities will be
needed to meet the financial challenges of the future,

Contacting the ESC’s Financial Management

This financial report is designed to provide our citizens, taxpayers, investors and creditors with a general overview
of the ESC’s finances and to show the ESC’s accountability for the money it receives. If you have questions about
this report or need additional financial information contact: Ms. Julie A. Lynch, Treasurer, East Central Ohio
Educational Service Center, 834 E. High Avenue, New Philadelphia, Ohio 44663.

12



EAST CENTRAL OHIO EDUCATIONAL SERVICE CENTER
TUSCARAWAS COUNTY, OHIO

Assets:

Equity in pooled cash and cash equivalents. . .

Receivables:
Intergovernmental . . . . .
Loans...........

Capital assets: .

Tand . ... .......
Depreciable capital assets,

Capital assets, net. . , . .
Totalassets. . . ... ....

Liabilities:
Accounts payable. . . . . .
Accrued wages and benefits
Pension obligation payable .
Intergovernmental payable .
" Long-term liabilities:
Due within one year. ., - .
Due in more than one year

Total liabilities . . . . . . .

Net Assets:
Invested in capital assets, net

STATEMENT OF NET ASSETS
JUNE 30, 2010

net, . ..o,

ofrelateddebt. . . . ... ..........

Restricted for:

Locally funded programs . . ... ......

State funded programs. . .
Federally funded programs
Unrestricted . . .. ... ..

Totalnetassets. . . . ...

Governmental
Activities

1,396,711

225,161
9,327

22,360
1,615,532

1,637,892

3,265,091

1,214
729,786
92,036
18,474

139,071
802,124

1,782,705

1,032,411

39,346
15
24,209
390,405

1,486,386

SEE ACCOMPANYING NOTES TO THE BASIC FINANCIAL STATEMENTS
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EAST CENTRAL OHIO EDUCATIONAL SERVICE CENTER
TUSCARAWAS COUNTY, OHIO

Governmental activities:
Instruction:
Regular . .. ... .........
Special . .. ... .........
Other . . ..............

Operations and maintenance . . . .
Pupil transportation,. . . . . . . ..
Central . .. ............

STATEMENT OF ACTIVITIES
FOR THE FISCAL YEAR ENDED JUNE 30, 2010

Net (Expense)
Revenue and
Changes in
Program Revenues Net Assets
Charges for Operating
Services Grants and Governmental
Expenses and Sales Contributions Activities
$ 668,056 § - % 294302 % (373,754
1,335,630 1,269,088 22,393 (44,149
38,158 - - (38,158)
2,411,631 2,101,936 T 22,594 (287,101
2,925,677 2,433,250 322,701 (169,726)
24,472 - - (24,472)
483,235 351,441 10,669 (121,125)
202,847 - - (202,847
169,526 - - (169,526)
176,837 - 15,491 {161,346)
14,156 - _— (14,156) -
200,171 - 3,000 (197,171}
31,797 - - (31,797
$ 8,682,193 $ 6,155,715 $ 691,150 (1,835,328)
General Revenues:
Grants and entitlements not restricted
to specific programs . . . . . e 1,751,730
Investmentearnings . . . . ... .. .... 6,047
Miscellaneouws . . . ... .......... 41,017
Total generalrevenues. . . . ... ...,... 1,798,794
Changeinnetassets . . . ... .. ...... (36,534)
Net assets at beginning of year. . . . . . . . 1,522,920
Netassetsatendofyear, .. .. ...... § 1,486,386

SEE ACCOMPANYING NOTES TO THE BASIC FINANCIAL STATEMENTS
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EAST CENTRAL OHIO EDUCATIONAL SERVICE CENTER

TUSCARAWAS COUNTY, OHIO
BALANCE SHEET
GOVERNMENTAL FUNDS
JUNE 30, 2010
Other Total
Governmental Governmental
General Funds Funds

Assets;
Equity in pooled cash

and cashequivalents. . . . ... ... .. .. $ 1,345,854 $ 50,857 $ 1,396,711
Receivables; )

Intergovernmental . , , . ... ........ 204,442 20,719 225,161

Interfund loans . . . .. ...... I 18,676 - 18,676
Loans . ... .. ... ... .. .. 9,327 - 9,327
Tofalassets. . . . ... ............ $ 1,578,299 $ 71,576 $ 1,649,875
Liabilities: B :
Accountspayable. . .., . ....... L $ 1,034 % 180 % 1,2i4
Accrued wages and benefits, . . . . ... ... 726,143 3,643 729,786
Interfund loans payable. . . . ... ... ... - 18,676 18,676
Intergovernmentalpayable . . . . . ... ... 18,384 90 18,474
Pension obligation payable . . . . ... .. .. 91,668 368 92,036
Deferredrevenue . . . ... ... ... .. .. 157,455 20,719 178,174
Total liabilities. . . .. ............. 994,684 43,676 1,038,360
Fund Balances:
Reserved for encumbrances . . . . ... . .. - 23,172 23,172
Unreserved, undesignated, reported in: ‘

Generalfund. . .. ... ... ........ 583,615 - 583,615

Specialrevenue funds . . . . . .. .. ..., - 4,728 4,728
Total fund balangces. . . . . ........ . 583,615 27,900 - 611,515
Total liabilities and fund balances. . . . . .. . $ 1,578,299 $ 71,576 i) 1,649,875

SEE ACCOMPANYING NOTES TO THE BASIC FINANCIAL STATEMENTS
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EAST CENTRAE OHIO EDUCATIONAL SERVICE CENTER

TUSCARAWAS COUNTY, OHIO

RECONCILIATION OF TOTAL GOVERNMENTAL FUND BALANCES TO
NET ASSETS OF GOVERNMENTAL ACTIVITIES

JUNE 30, 2010

Total governmental fund balances

Amounts reported for governmental activities on the
Stalement of net assets are different becayse.

Capital assets used in governmental activities are not financial
resources and therefore are not reported in the funds.

Other long-term assets, such as intergovernmental receivables,
are not available to pay for current-period expenditures and
therefore are deferred in the funds.

Long-term liabilities, are not dya and payable in the cyrrent
period therefore are not reported in the funds.
Compensated absences payable
Capital lease obligation
Lease-purchase agreement

Total

Net assets of governmental activities

335,714
479,674
125,807

SEE ACCOMPANYING NOTES TO THE BASIC FINANCIAL STATEMENTS
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EAST CENTRAL OHIO EDUCATIONAL SERVICE CENTER

TUSCARAWAS COUNTY, OHIQ
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES
GOVERNMENTAL FUNDS
FOR THE FISCAL YEAR ENDED JUNE 30, 2010
Other Total
Governmental Governmental
General Funds Funds
Revenuyes:
From local sources:
Tuition, . . ................. $ 2321776 % - 8 2321776
Eamings on investments. . , , ... .. .. 6,047 6,047
Contributions and donations . . . ., .. .. - 29,035 29,035
Contractservices . . . . . . ........ 3,746,792 - 3,746,792
Otherlocal revenues. . . . ... ...... 41,017 - 41,017
Intergovernmental - State , . . .. ..., .. 1,751,730 48,709 1,800,439
Intergovernmental - Federal . . . .. .. ... - 592,687 592,687
Totalrevenue . . . ... ... ........ 7,867,362 670,431 8,537,793
Expenditures:
Current:
Instruction:
Regular, . .. ... ............ 382,681 302,645 685,326
Special . . .. ... ............ 1,326,624 18,375 1,344,999
Other. .. ................. 38,158 - 38,158
Support services
Pupil . . . ... ... . L, 2,368,245 25,363 2,393,608
Instructional staff. . ., . ., . ..., ... 2,617,128 285,400 2,602,528
Board of education . . . . ....., ... 24,472 - 24,472
Administration . . ... .. ....., .. 414,920 11,021 425,941
Fiscal . . .. ... ............. 204,228 - 204,228
Business. . . ..., ............ 205,849 - 205,849
Operations and maintenance . . . ., . .. 184,122 12,711 196,833
Pupil transportation. , . . ... .., ... 14,156 - 14,156
Central . .. ..., ............ 197,083 3,000 200,083
Debt service:
Principal retirement. . , . . . ... ., ... 79,578 - 79,578
Interest and fiscal charges . . . . ., . ... 31,797 - 31,797
Total expenditares . . . ... ......, . 8,089,041 638,515 8,747,556
Net change in fund balances. . . . ... ... (221,679) 11,916 (209,763)
_.Fund balances at beginning of year. . . . . 805,294 15,984 821,278
Fund balances at end of year. . . . . e $ 583,615 § 27900 § . 611,515

SEE ACCOMPANYING NOTES TO THE BASIC FINANCIAL STATEMENTS
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EAST CENTRAL CHIO EDUCATIONAL SERVICE CENTER
TUSCARAWAS COUNTY, OHIO

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS
TO THE STATEMENT OF ACTIVITIES
FOR THE FISCAL YEAR ENDED JUNE 30, 2010

Net change in fund balances - total governmental funds $ (209,763)

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

Governmental funds report capital outlays as expenditures. However,
in the statement of activities, the cost of those assets is allocated over
their estimated useful lives as depreciation expense. This is the
amount by which capital outlays exceeded depreciation expense in the
current period,

~ Capital asset additions 3 120,520
Current year depreciation (103,875)
Total 16,645

The net effect of various miscellancous transactions involving
capital assets (i.e., sales, disposals, trade-ins, and donations) is to
decrease net assets. (21,448)

Revenues in the statement of activities, such as contract service revenue,
that do not provide current financial resources are not reported as
revenues in the funds, 107,866

Repayment of principal is an expenditure in the governmental funds,
but the repayment reduces long-term liabilities on the statement
of net assets. 79,578

Some expenses reported in the statement of activities, such as
compensated absences, do not require the use of current financial
resources and therefore are not repotted as expenditures in
governmental funds. (9,412)

Change in net assets of governmental activities $ (36,534)

SEE ACCOMPANYING NOTES TO THE BASIC FINANCIAL STATEMENTS
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EAST CENTRAL OHIO EDUCATIONAL SERVICE CENTER

TUSCARAWAS COUNTY, OHIO
STATEMENT OF FIDUCIARY NET ASSETS
FIDUCIARY FUNDS
JUNE 30, 2010
Agency
Assets:
Equity in pooled cash

and cashequivalents . . .. .... ... L) 406,101
Receivables:

Intergovernmental. . . . .. ... ..., 94,782
Totalassets. . . ............,. b3 500,883
Liabilities:

Accrued wages and benefits. . . .. . ., . % 2,512
Pension obligation payable. . . ... ... . 2,488
Loans payable, . . . . ., P L 9327
Intergovernmental payable . . ..., . ... } 64,399
Undistributed monies . . ., . ....... 351,976
Duefostudents. . . .. ........... 70,181
Total liabilities. . . .. ........... $ 500,883

. SEE ACCOMPANYING NOTES TO THE BASIC FINANCIAL STATEMENTS
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EAST CENTRAL OHIO EDUCATIONAL SERVICE CENTER
TUSCARAWAS COUNTY, OHIO

NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2010

NOTE 1 - DESCRIPTION OF THE EDUCATIONAL SERVICE CENTER

The East Central Ohio Educational Service Center (the “ESC”) is a body politic and corporate established
for the purpose of exercising the rights and privileges conveyed it by the constitution and laws of the State
of Ohio and as defined by Section 3313.01 of the Ohio Revised Code. The ESC is-a result of the August 1,
2009, merger of the Tuscarawas-Carroll-Harrison Educational Service Center and the Belmont County
Educational Service Center, under the authority of the Ohio Revised Code Section 3311.057 and
resolutions made by the Governing Boards (see Note 17 for detail on the merger).

The ESC operates under an elected seven-member Governing Board. This Board acts as the authorizing
body for expenditures, policy and procedures and approves all financial activities. The ESC supplies .
supervisory, administrative and other needed services to participating school districts. The ESC is staffed
by 77 non-certified employees and 123 certified employees to provide services to approximately 19,925
students in 15 districts throughout Tuscarawas, Carroll, Harrison and Belmont counties.

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The basic financial statements of the ESC 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 ESC also applies Financial Accounting
Standards Board (FASB) Statements and Interpretations issued on or before November 30, 1989, to its
"governmental activities provided they do not conflict with or contradict GASB pronouncements. The
ESC’s significant accounting policies are described below.

A, Reporting Entity

The reporting entity has been defined in accordance with GASB Statement No. 14, “The Financial
Reporting  Entity” as amended by GASB Statement No. 39, “Determining_ Whether Certain

Organizations Are Component Units”. The reporting entity is composed of the primary government
and component units. The primary government consists of all funds, departments, boards and agencies
that are not legally separate from the ESC. For the ESC, this includes general operations and student

related activities of the ESC.

Component units are legally scparate organizations for which the ESC is financially accountable, The
ESC is financially accountable for an organization if the ESC appoints a voting majority of the
organization’s Govemning Board and (1) the ESC is able to significantly influence the programs or
services performed or provided by the organization; or (2) the ESC is legally entitled to or can
otherwise access the organization’s resources; or (3} the ESC is legally obligated or has otherwise
assumed the responsibility to finance the deficits of, or provide financial support to, the organization;
or (4) the ESC is obligated for the debt of the organization. Component units may also include
organizations that are fiscally dependent on the ESC in that the ESC approves the budget, the issuance
of debt or the levying of taxes. Certain organizations are also included as component units if the
nature and significance of the relationship between the primary government and the organization is
such that exclusion by the primary govermnment would render the primary governments financial
statements incomplete or misleading. Based upon the application of these criteria, the ESC has no
component units. The basic financial statements of the reporting entity include only those of the ESC
(the primary government}. '
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (Continued)
The following organizations are described due to their relationship to the ESC:

JOINTLY GOVERNED ORGANIZATION
Ohio Mid-Eastern Regional Education Service Agency (OME-RESA)

OME-RESA is a computer service organization whose primary function is to provide information
technology services to its member districts with the major emphasis being placed on accounting,
payroll and inventory control services. Other areas of service provided by OME-RESA include pupil
scheduling, attendance and grade reporting, career guidance services, special education records and test
scoring. _

OME-RESA is one of 23 regional service organizations serving over 600 public districts in the State of
Chio that make up the Ohic Educational Computer Network (OECN). These service organizations are
known as Data Acquisition Sites, The OECN is a collective group of Data Acquisition Sites,
authorized pursuant to Section 3301.075 of the Ohio Revised Code and their member districts. Such
sites, in conjunction with the Ohio Department of Education (ODE), comprisc a statewide delivery
system to provide comprehensive, cost-efficient accounting and other administrative and instructional
computer services for participating Ohio districts. '

Major funding for this network is derived from the State of Ohio. In addition, a majority of the
software utilized by the OME-RESA is developed by the ODE.

OME-RESA is owned and operated by 49 member districts in 10 different Ohio counties. The
member districts are comprised of public districts and county Boards of Education. Each member
district pays an annual fee for services provided by OME-RESA. OME-RESA is governed by a Board
of Directors, which is selected by the member districts. Fach member district has one vote in all
matters and each member district’s control over budgeting and financing of OME-RESA is limited to
its voting authority and any representation it may have on the Board of Directors.

OME-RESA is located at 2023 Sunset Blvd., Steubenville, Ohio 43952. The Jefferson County
Educational Service Center is one of OME-RESA’s member districts and acts in the capacity of fiscal
agent for OME-RESA. ’

INSURANCE PURCHASING POOLS

Workers® Compensation Group Rating Program
The ESC participates in the Ohio Association of School Business Officials (OASBOY

CompManagement, Inc. Workers’ Compensation Group Rating Program (GRP).” The GRP is
sponsored by OASBO and administered by CompManagement, Inc. The intent of the GRP is to
achieve the benefit of a reduced premium for the ESC by virtue of its grouping and representation with
other participants in the GRP. The ESC pays a fee to the GRP io cover the costs of administering the
program.
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - {Continued)

Qhio School Plan

The Ohio School Plan (the “Plan™) is a shared liability, property and fleet insurance risk pool which is
govemned by a board of thirteen school superintendents, business managers and treasurers. Harcum-
Schuett, the insurance agency, has one Board seat. OSBA, BASA, and OASBO executive directors
serve as ex-officio members. 450 educational entities are served by the Plan. The Plan’s board elects
officers for one year terms to serve as the Board of Directors. The assembly exercises control over the
operation of the Plan. All Plan revenues are generated from charges for services. For more
information, write to the Ohio School Plan, Harcum-Schuett Insurance Agency, Inc., 246 Sycamore
Street, Columbus, Ohio 43206.

RISK SHARING POOL

Tuscarawas-Conotton Vallev Local Schools Benefit Trust Health Congortium (the “Trust’™)
The Trust is a public entity shared risk pool consisting of one local school district and two county

" Educational Service Centers. The Trust is organized as a Voluntary Employee Benefit Association
under Section 501 (c) (9) of the Internal Revenue Code and provides sick, and in some cases, dental,

vision and prescription drug benefits o the employees of the participating entities. Each participating
entity Superintendent is appointed to an Administrative Committee, which advises the Third-Party
Administrator, CoreSource Insurance, concerning aspects of the administration of the Trust.

Each entity decides which plans offered by the Trust will be extended to its employees. The ESC
participates in the health care benefits only. Participation in the Trust is by written application subject
to acceptance by the Administrative Committee and payment of the monthly premiums. Financial
information can be obtained from Benefit Services, Inc. P.O. Box 4138, Akron, Ohio 44321,

The ESC serves as fiscal agent and custodian of the Trust, but is not accountable; therefore the
operations of the Trust have been excluded from the ESC’s financial statements, but funds held on
behalf of the Trust are included as an agency fund.

Fund Accounting

The ESC uses funds to maintain its financial records during the year. A fund is defined as a fiscal and
accounting entity with a self balancing set of accounts. There are three categories of funds:
governmental, proprietary and fiduciary.

GOVERNMENTAL FUNDS

Governmental funds are those through which most governmental functions typically are financed,
Govermmental fund reporting focuses on the sources, uses and balances of current financial resources.
Expendable assets are assigned to the various governmental funds according to the purposes for which
they may or must be used. Current liabilities are assigned to the fund from which they will be paid.
The difference between governmental fund assets and liabilities is reported as fund balance. The
following is the ESC’s major governmental fund:

General fund - The general fund is vsed to account for all financial resources except those required

to be accounted for in another fund. The general fund balance is available for any purpose
provided it is expended or transferred according to the general laws of Ohio.
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (Continued)

Other governmental funds of the ESC are used to account for (a) financial resources to be used for the
acquisition, construction, or improvement of capital facilities other than those financed by trust funds;
and (b) grants and other resources whose use is restricted to a particular purpose.

PROPRIETARY FUNDS

Proprietary funds are nsed to account for the ESC’s ongoing activities which are similar to those often
found in the private sector. The ESC has no proprietary funds.

FIDUCIARY FUNDS

Fiduciary fund reporting focuses on net assets and changes in net assets. The fiduciary fund category
"is split into four classifications: pension trust funds, investment trust funds, private-purpose trust funds
and agency funds. Trust funds are used to account for assets held by the ESC under a trust agreement
for individuals, private organizations, or other governments and are therefore not available to support
the ESC’s own programs, The ESC has no trust funds. Agency funds are custodial in nature (assets
equal liabilities} and do not involve measurement of results of operations. The ESC’s agency funds
account for various resources held for other organizations and individuals including funds held on
behalf of the State Support Team to pay individuals at an office in New Philadelphia.

C. Basis of Presentation and Measurement Focus

- Government-wide Financial Statements - The statement of net assets and the statement of activities
display information about the ESC as a whole. These statements include the financial activities of the
primary government, except for fiduciary funds.

The government-wide statement of activities presents a comparison between direct expenses and
program revenues for cach function or program of the governmental activities of the ESC. Direct
expenses are those that are specifically associated with a service, program or department and therefore
clearly identifiable to a particular function. Program revenues include amounts paid by the recipient of
goods or services offered by the program and grants and contributions that are restricted to meeting the
operational or capital requirements of a particular program. Revenues not classified as program
revenues are presented as general revenues of the ESC. ‘

The government-wide financial statements are prepared using the economic resources measurement
focus. All assets and all liabilities associated with the operation of the ESC are included on the
statement of net assets.

Fund Financial Statements - Fund financial statements report detailed information about the ESC. The
focus of governmental fund financial statements is on major funds rather than reporting funds by type.
Each major fund is presented in a separate column and all nonmajor funds are aggregated into one
column. Fiduciary funds are reported by fund type.
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (Continued)

All governmental funds are accounted for using a flow of current financial resources measurement
focus. With this measurement focus, only current assets and current liabilities generally are included
on the balance sheet. The statement of revenues, expenditures and changes in fund balances reports on
the sources (i.e., revenues and other financing sources) and uses (i.c., expenditures and other financing
uses) of current financial resources. This approach differs from the manner in which the governmental
activities of the government-wide financial statements are prepared. Governmental fund financial
statements therefore include a reconciliation with brief explanations to better identify the relationship
between the government-wide staterments and the statements for governmental funds,

Agency funds do not report a measurement focus as they do not report operations.

D. Basis of Accounting

Basis of accounting determines when transactions are recorded in the financial records and reported on
the financial statements. Government-wide financial statements are prepared using the accrual basis of
accounting. Governmental funds use the modified accrual basis of accounting, Fiduciary funds also
use the accrual basis of accounting.

Revenues - Exchange and Nonexchange Transactions - Reverue resulting from exchange transactions,
in which each party gives and receives essentially equal value, is recorded on the accrual basis when
the exchange takes place. On a modified accrual basis, revenue is recorded in the fiscal year in which
the resources are measurable and become available. Available means that the resources will be
collected within the current fiscal year or are expected to be collected soon enough thereafter to be
used to pay liabilities of the current fiscal year, For the ESC, available means expected to be received
within sixty days of fiscal year end.

Nonexchange transactions, in which the ESC receives value without directly giving equal value in
return, include grants, entitlements and donations.

Revenue from grants, entitlements and donations is recognized in the fiscal year in which all eligibility
requirements have been satisfied. 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 ESC must provide local resources to be used for a specified
purpose, and expenditure requirements, in which the resources are provided to the ESC on a
reirnbursement basis. On a modified accrnal basis, revenue from nonexchange transactions must also
be available before it can be recognized.

Under the modified accrual basis, the following revenue sources are considered to be both measurable
. and available at fiscal year-end: interest, tuition, grants and entitlements and contract services,

- Unearned Revenue and Deferred Revenue - Unearned revenue and deferred revenue arise when assets
are recognized before revenue recognition criteria have been satisfied.

Revenues received in advance of the fiscal year for which they are intended to finance have been
recorded as unearned revenue. Grants and entitlements received before the eligibility requirements are
met are recorded as deferred revenue,

On governmental fund financial statements, receivables that will not be collected within the available
period have been reported as deferred revenue.
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Expenses/Expenditures - On the accrual basis of accounting, expenses are recognized at the time they
are incurred.

The measurement focus of governmental fund accounting is on decreases in net financial resources
{expenditures) rather than expenses. Expenditures are generally recognized in the accounting period in
which the related fund liability is incurred, if measurable. Allocations of cost, such as depreciation and
amortization, are not recognized in governmental funds.

E. Cash and Investments

To improve cash management, cash received by the ESC is pooled in a central bank account. Monies
for all funds arc maintained in this pool. Individual fund integrity is maintained through the ESC’s

. records. Each fund’s interest in the pool is presented as “equity in pooled cash and cash equivalents”
on the basic financial statements.

During fiscal year 2010, investments were limited to State. Treasury Asset Reserve of Ohio (STAR
Ohio). Investinents in STAR Ohio are reported at fair value, which is based on quoted market prices.

STAR Ohio is an investment pool managed by the State Treasurer’s Office, which allows governments
within the State to pool their funds for investment purposes. STAR Ohio is not registered with the
SEC as an investment company, but does operate in a manner consistent with Rule 2a7 of the
Investment Company Act of 1940. Investments in STAR Ohio are valued at STAR Ohio’s shares
price which is the price the investment could be sold for on June 30, 2010.

Under existing Ohio statutes all investment earnings are assigned to the general fund unless statutorily
required to be credited to a specific fund or by policy of the Governing Board. Investment earnings are
assigned to the general fund. Interest revenue credited to the general fund during fiscal year 2010
amounted to $6,047, which includes $403 assigned from other funds.

For presentation on the basic financial statetnents, investments of the cash management pool and
investments with original maturities of three months or less at the time they are purchased by the ESC
are considered to be cash equivalents. '

An analysis of the ESC’s investment account at fiscal year end is provided in Note 4.
F. Capital Assets

General capital assets result from expenditures in the governmental funds. These assets are reported in
the governmental activities column of the government-wide statement of net assets, but are not
reported in the fund financial statements.

All capital assets are capitalized at cost (or estimated historical cost) and updated for additions and
retirements during the year., Donated capital assets are recorded at their fair market values as of the
date received. The ESC’s capitalization threshold is $1,500. 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. The ESC does not possess infrastructure.
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All reported capital assets except land are depreciated. Improvements are depreciated over the
remaining useful lives of the related capital assets. Depreciation is computed using the straight-line
method over the following useful lives:

Governmental
Activities
Description Estimated Lives
Land improvements 20 years.
Buildings and improvements 10 - 40 years
Fumniture and equipment 5 - 20 years
Vehicles ‘ : . 310 years

Interfund Balances

On the fund financial statements, receivables and payables resulting from short-term interfund loans
are classified as “interfund loans receivable/payable”. These amounts are eliminated in the
governmental column of the statement of net assets. Loans between governmental funds and agency
funds are reported as “loans receivable/payable” on the financial statements.

Compensated Absences

The ESC reports compensated absences in accordance with the provisions of GASB Statement No. 16,

“Accounting for Compensated Absences”. Vacation benefits are accrued as a lability as the benefits
are earned if the employees’ rights to receive compensation are aftributed to services already rendered

and it is probable that the ESC will compensate the employees for the benefits through paid time off or
some other means. The ESC records a liability for accumulated unused vacation time when carned for
those eligible employees with more than one year of service.

Sick leave benefits are accrued as a liability using the vesting method. The liability includes the
empioyees who are currently eligible to receive termination benefits and those the ESC has identified
as probable of receiving payment in the future. The liability is based on accumulated sick leave and
employee wage rates at fiscal year end, taking into consideration any limits specified in the ESC’s
termination policy.

The entire compensated absence liability is reported on the government-wide financial statements.
For governmental fund financial statements, the current portion of unpaid compensated absences is the
amount expected to be paid using expendable available rescurces. These amounts are recorded in the

account “compensated absences payable” in the fund from which the employees who have
accumulated unpaid leave are paid. The noncurrent portion of the liability is not reported.

Accrued Liabilities and Long-Term Obligations

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

J. Fund Balance Reserves

The ESC reserves those portions of fund equity which are legally segregated for a specific fiuture use
or which do not represent available expendable resources and therefore are not available for
appropriation or expenditure. Unreserved fund balance indicates that pottion of fund equity which is
available for appropriation in future periods. Fund equity teserves have been established for
encumbrances.

K. Net Assets

Net assets represent the difference between assets and liabilities. Net assets invested in capital assets,
net of related debt consist of capital assets, net of accumulated depreciation, reduced by the
outstanding balances of any borrowings used for the acquisition, construction or improvement of those
assets. Net assets are reported as restricted when there are limitations imposed on their use either
through the enabling legislation or through external restrictions imposed by creditors, grantors or laws
or regulations of other governments.

The ESC applies restricted resources first when an expense is incurred for purposes for which both
restricted and unrestricted net assets are available,

L. Estimates

The preparation of the basic financial statements in conformity with GAAP requires management to
make estimates and assumptions that affect the amounts reported in the basic financial statements and
accompanying notes. Actual results may differ from those estimates.

M. Interfund Activity

Exchange transactions between funds are reported as revenues in the seller funds and as
expenditures/expenses in the purchaser funds. Flows of cash or goods from one fund to another
without a requirement for repayment are reported as interfund transfers. Interfund transfers are
reported as other financing sources/uses in governmental funds. Repayments from funds responsible
for particular expenditures/expenses to the funds that initially paid for them are not presented on the
basic financial staternents. The ESC made no interfund transfers during fiscal year 2010,

N. Extraordinary and Special Items

Extraordinary items are transactions or events that are both unusual in nature and infrequent in
occurrence. Special items are transactions or events that are within the control of the Governing Board
and that are either unusual in nature or infrequent in occurrence. Neither type of transaction occurred
during fiscal year 2010.
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NOTE 3 - CHANGE IN ACCOUNTING PRINCIPLES
A. Change in Accounting Principles

For fiscal year 2010, the ESC has implemented GASB Statement No. 51, “Accounting and Financial
Reporting for Intangible Assets”, GASB Statement No. 53, “Accounting and Financial Reporting for
Derivative Instruments”, and GASB Statement No. 58, “Accounting and Financial Reporting for
Chapter 9 Bankruptcies”.

GASB Siatement No. 51 addresses accounting and financial reporting standards for intangible assets,
which are assets that lack physical substance, are nonfinancial in nature, and have an initial useful life
extending beyond a single reporting period. Examples of intangible assets include easements, water
rights, computer software, patents, and trademarks. GASB Statement No. 51 improves the quality of
financial reporting by creating consistency in the recognition, initial measurement, and amortization of
intangible assets. The implementation of GASB Statement No. 51 did not have an effect on the
financial statements of the ESC.

GASB Statement No. 53 addresses the recognition, measurement, and disclosure of information
regarding derivative instruments entered into by state and local governments. Derivative instruments
are financial arrangements used by governments to manage specific risks or to make investments,
Common types of derivative instruments include interest rate and commodity swaps, interest rate
locks, options, swaptions, forward contracts, and futures contracts. The implementation of GASB
Statement No. 53 did not have an effect on the financial statements of the ESC.

GASB Statement No. 58 establishes accounting and financial reporting guidance for governments that
have petitioned for protection from creditors by filing for bankruptcy under Chapter 9 of the United
States Bankruptcy Code. GASB Statement No, 58 requires governments to remeasure liabilities that
are adjusted in bankruptcy when the bankruptcy court confirms a new payment plan. The
implementation of GASB Statement No. 58 did not have an ¢ffect on the financial statements of the
ESC.

B. Deficit Fund Balance

- Fund balances at June 30, 2010 included the following individual fund deficit:

Nonmajor fund . Deficit
21st century grant and foreign language assistance program $ 14,951

The general fund is liable for any deficits in these funds and provides transfers when cash is required,
not when accruals occur, The deficit find balance resulted from adjustments for accrued liabilities.
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NOTE 4 - DEPOSITS AND INVESTMENTS
State statutes classify monies held by the ESC into three categories.

Active deposits are public deposits necessary to meet current demands on the treasury. Such monies must
be maintained either as cash in the ESC treasury, in commercial accounts payable or withdrawable on
demand, including negotiable order of withdrawal (NOW) accounts, or in money market deposit accounts.

Inactive deposits are public deposits that the Governing Board has identified as not required for use within
the current five year period of designation of depositories. Inactive deposits must either be evidenced by
certificates of deposit maturing not later than the end of the current peried of designation of depositories, or
by savings or deposit accounts including, but not limited to, passbook accounts.

Interim deposits are deposits of interim monies. Interim monies are those monies, which are not needed for
immediate use, but which will be needed before the end of the current period of designation of depositories.
Interim deposits must be evidenced by time certificates of deposit maturing not more than one year from
the date of depesit or by savings or deposit accounts including passbook accounts.

Interim monies may be deposited or invested in the following securities:

1. United States Treasury Notes, Bills, Bonds, or any other obligation or security issued by the United
States Treasury or any other obligation guaranteed as to principal and interest by the United States;

2. Bonds, notes, debentures, or any other obligations or securities issued by any federal government
agency or instrumentality, including, but not limited to, the Federal National Mortgage Association,
Federal Home Loan Bank, Federal Farm Credit Bank, Federal Home Loan Mortgage Corporation,
Government National Mortgage Association and Student Loan Marketing Association. All federal
agency securities shall be direct issuances of federal government agencies or instrumentalities;

3. Wriften repurchase agreements in the securities listed above provided that the market value of the
securities subject to the repurchase agreement must exceed the principal value of the agreement by at
least two percent and be marked to market daily, and that the term of the agreement must not exceed
thirty days;

4. Bonds and other obligations of the State of Ohio;

5. No-load money market mutual funds consisting exclusively of obligations described in items (1) and
(2) above and repurchase agreements secured by such obligations, provided that investments in
securities described in this division are made only through eligible institutions;

6. The State Treasurer's investment pool (STAR Ohio);

7. Certain banker’s acceptance and commercial paper notes for a period not to exceed one hundred eighty
days from the purchase date in an amount not to exceed twenty-five percent of the interim monies

available for investment at any one time; and,

8. Under limited circumstances, corporate debt interests rated in either of the two highest classifications
by at least two nationally recognized rating agencies.
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NOTE 4 - DEPOSITS AND INVESTMENTS - (Continued)

Protection of ESC's deposits is provided by the Federal Deposit Insurance Corporation (FDIC), by eligible
securities pledged by the financial institution as security for repayment, by surety company bonds deposited
with the Treasurer by the financial institution or by a single collateral pool established by the financial
institution to secure the repayment of all public monies deposited with the institution.

Investments in stripped principal or interest obligations, reverse repurchase agreements and derivatives are
prohibited. The issuance of taxable notes for the purpose of arbitrage, the use of leverage and short selling
are also prohibited. An investment must mature within five years from the date of purchase unless matched
to a specific obligation or debt of the ESC, and must be purchased with the expectation that it will be held
to maturity. Investments may only be made through specified dealers and institutions. Payment for
investments may be made only upon delivery of the securities representing the investments to the Treasurer

_or qualified trustee or, if the securities are not represented by a certificate, upon receipt of confirmation of
transfer from the custodian.

A. Deposits with Financial Institutions

At June 30, 2010, the carrying amount of all ESC deposits was $1,200,779. Based on the criteria
described in GASB Statement No. 40, “Deposits and Investment Risk Disclosures”, as of June 30,
2010, $1,370,756 of the ESC’s bank balance of $1,620,756 was exposed to custodial risk as discussed
below, while $250,000 was covered by the FDIC.

Custodial credit risk is the risk that, in the event of bank failure, the ESC’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 depoesits. 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 ESC, The ESC 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 ESC to a successful claim by the FDIC.

B. Investments

As of June 30, 2010, the ESC had the following investments and maturities:

Investment
_Maturities
: 6 months or
Investment type Fair Value less
STAR Ohio $602,033 $ 602,033

Interest Rate Risk: As a means of limiting its exposure to fair value losses arising from rising interest
rates and according to State law, the ESC s investment policy limits investment portfolic maturities to
five years or less,
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Credit Risk: STAR Ohio camies a rating of AAAm by Standard & Poor’s. Ohio law requires that
STAR Ohio maintain the highest rating provided by at least one nationally recognized standard service
rating. The ESC’s investment policy does not specifically address credit risk beyond requiring the ESC
to only invest in securities authorized by State statute.

Custodial Credit Risk: For an investment, custodial credit risk is the risk that, in the event of the
failure of the counterparty, the ESC will not be able to recover the value of its investment or cellateral
securities that are in the possession of an outside party. The ESC’s investment policy does not
specifically address custodial credit risk beyond the adherence to all relevant sections of the Ohio

Revised Code.

Concentration of Credit Risk: The ESC places no limit on the amount that may be invested in any one
issuer, The following table includes the percentage of each investment type held by the ESC at June

30,2010:

Investment type Fair Value % of Total
STAR Ohio $ 602,033 100.00

Reconciliation of Cash and Investments to the Statement of Net Assets

The following is a reconciliation of cash and investments as reported in the note above to cash and
investments as reported on the statement of net assets as of June 30, 2010;

Cash and investments per note

Carrying amount of deposits $ 1,200,779
Investments 602,033
Total $ 1,802,812

Cash and investments per statement of net assets

Governmental activities § 1,396,711
Agency funds 406,101
Total $ 1,802,812

NOTE 5 - INTERFUND TRANSACTIONS

" A, Loans between governmental funds and agency funds are reported as “loans receivable/payable” on the

financial statements. The ESC had the following loans outstanding at fiscal year-end:

Loan from Loan to Amount
- General Agency : § 9327

The loans are expected to be repaid in the subsequent year as resources become available in the agency
fund.
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B. Interfund loans receivable/payable consisted of the following at June 30, 2010, as reported on the fund
financial statements:

Receivable fund Payable fund Amount
General Nonmajor governmental funds $ 18,676

Interfund loans receivable/payable are short-term interfund loans, and are expected to be repaid in the
subsequent fiscal year. The primary purpose of these interfund loans is to cover costs where revenues
were not received by June 30. The interfund loans will be repaid once the anticipated revenues are
received. Interfund loans receivable/payable between governmental funds are eliminated and are not
reported on the government-wide statement of net assets.

NOTE 6 - STATE FUNDING
The ESC is funded by the State Board of Education from State funds for the cost of Part (A) of the budget.

Part (B) of the budget is funded in the following way: $6.50 times the Average Daily Membership (ADM-
the total number of pupils under the ESC’s supervision) is apportioned by the State Board of Education
from the local school districts to which the ESC provides services from payments made under the State’s
foundation program. Simultaneously, $40.52 times the sum of the ADM is paid by the State Board of
Education from State funds to the ESC.

NOTE 7 - RECEIVABLES

Receivables at June 30, 2010 consisted of intergovernmental receivables, which include grants and
entitlements and excess costs due at fiscal year-end school districts. All receivables are considered
collectible in full due to the stable condition of State programs and the current year guarantee of federal
funds. A summary of the items of intergovernmental receivables reported on the statement of net assets
follows: :

Governmental activities:

Excess costs $ 204,442
Handicapped preschool - ARRA 20,719
Total $ 225,161

Receivables have been disaggregated on the face of the basic financial statements. All receivables are
expected to be collected in the subsequent year,
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NOTES TO THE BASIC FINANCIAL STATEMENTS
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NOTE 8 - CAPITAL ASSETS
Capital asset activity for the fiscal year ended June 30, 2010, was as follows:

Balance Balance
06/30/09 Additions  Deductions 06/30/1 0_

Governmental activities:
Capital assets, not being depreciated:

Land $§ 22360 § - § - § 22360
Total capital assets, not being depreciated 22,360 - - 22,360
Capital assets, being depreciated:

Land improvements 04,933 - - 94,933

Buildings and improvements 1,922 558 - - 1,922,598

Fumiture and equipment 366,141 86,13 {45,508) 406,646

Vehicles 24,000 34,507 (3,000 50,507
Total capital assets, being depreciated 2407672 120,520 (53,508) 2,474,684
Less: accumulated depreciation ‘

Land improvements {45,095) (4,745) - {49,340)

Buildings and improvements (486,645) (63,899) - (550,544)

Furniture and equipment (239,097)  (30,574) 26,060 (243,611)

Vehicles {16,500) (4,657) 6,000 (15,157)
Total accumulated depreciation {787,337y (103,875 32,060 (859,152)

Governmental activities capital assets, net  $ 1,642,695 § 16,645 $ ('21,448)$ 1,637,892

Depreciation expense was charged to governmental functions as follows:

Instruction:
Regular $ 17,237
Special 708
Support services:
Pupil 1,574
Instructional staff 18,006
Administration 57,393
Fiscal 624
Business 8,245
Central _ 8
Total depreciation expense $ 103,875
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NOTE 9 - CAPITAL LEASES - LESSEE DISCLOSURE

On Aprit 11, 2002 the ESC entered into a lease-purchase with Banc One Leasing Corporation for financing
the acquisition, renovation, rehabilitation, furnishing, equipping and otherwise improving a building for use
as an administration building, On October 20, 2008, an amendment was made to restructure this lease for
an additional $29,308 to extend the period of time over which the lease is payable and to reduce the amount
of annual lease payments. This amendment did not affect the amount that is capitalized in buildings and
improvements,

Capital assets consisting of buildings and improvements have been capitalized in the amount of $1,300,000.
This amount represents the present value of the minimum lease payments at the time of acquisition.
Accumulated depreciation as of June 30, 2010 was $422,500, leaving a cutrent book value of $877,500. A
corresponding liability was recorded in the government-wide financial statements,  Principal payments in
the 2010 fiscal year totaled $58,612, paid by the general fund.

The following is a schedule of the future long-term minimum lease payments required under the lease-
purchase agreement and the present value of the minimum lease payments as of June 30, 2010.

Fiscal
Year Ending, Payments
2011 $ 90409
2012 50,409
2013 90,409
2014 90,409
2015 90,409
2016 - 2017 135,615
Total minimum lease payment 587,660
Less: amount representing interest (107,986)
Present value of minimum lease payments 3 479,674

In conjunction with the lease-purchase agreement, the ESC entered into a ground-lease agreement whereby
the ESC subleases the real property upon which the renovations and building improvements are being made
to JP Morgan Chase Leasing Corporation. The ESC is the lessor and JP Morgan Chase Leasing
Corporation is the lessee under the ground-lease agreement. The sublease commenced on April 11, 2002
and terminates on October 23, 2021, or earlier upon the termination of the lease-purchase agreement by the

ESC.
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NOTE 10 - LEASE-PURCHASE AGREEMENT

During fiscal year 2005, the ESC entered into a lease-purchase with the Ohio Department of Natural
Resources for the purchase of the STAR Alternative School building.

Capital assets consisting of buildings and improvements have been capitalized in the amount of $251,600.
This amount represents the present value of the minimum lease payments at the time of acquisition.
Accumulated depreciation as of June 30, 2010 was $56,610, leaving a current book value of $194,990. A
corresponding liability was recorded in the government-wide financial statements. Principal payments in
fiscal year 2010 totaled $20,966, paid by the general fund.

The following is a schedule of the future long-term minimum lease payments required under the lease-
purchase agreement and the present value of the minimum lease payments as of June 30, 2010,

Fiscal

Year Ending, Payments
2011 $ 20,966
2012 20,966
2013 20,966
2014 20,966
2015 20,966
2016 20,977

Present value of minimum lease payments § 125,807

NOTE 11 - COMPENSATED ABSENCES

The criteria for determining vacation and sick leave benefits are derived from Governing Board actions and
State laws. Full-time certified and classified employees earn 10 to 20 days of vacation per year, depending
upon length of service. Accumulated vacation time is paid to eligible employees upon termination of
employment. Certified employees who do not work 12 months are not entitled to vacation time.

Teachers, administrators and classified employces cam sick leave at the rate of one and one-fourth days per
month. Sick leave may be accumulated up to a total of 200 days. Upon retirement, payment is made for
one fourth of the total sick leave accurmulation, up to a maximum of 45 days. Any employee receiving such
payment must meet the retirement provisions set by STRS Ohio or SERS.

36
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NOTE 12 - LONG-TERM OBLIGATIONS
During fiscal year 2010, the following activity ocourred in governmental activities long-term obligations:

Balance Balance Amounts
Outstanding Outstanding  Due in

06/30/09  _Additions Reductions _ 06/30/10 One Year

Governmental activities:

Compensated absences § 326302 § 47213 § (37,801) $ 335,714 $ 55,882
Capital lease obligation 538,286 - (58,612) 479,674 62,223
Lease-purchase agreement 146,773 - (20,966) 125,807 20,966

Total long-term obligations,
governmental activities $ 1,011,361 § 47,213 $(117,379) § 941,195 $ 139,071

Compensated absences will be paid from the fund from which the employee is péid, which is primarily the
general fund.

NOTE 13 - RISK MANAGEMENT

A. Comprehensive Insurance

The ESC 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. During fiscal year 2010, the
ESC contracted with Westfield Insurance Company for commercial property insurance based on
information provided by Valuation Engineers, Inc., with a $500 deductible limit per year.

Professional liability is provided by the Ohio School Plan with a $4,000,000 annual
aggregate/$2,000,000 single occutrence litnit and no deductible. Driver’s Education vehicles are
covered by Ohio School Plan and hold a $250 deductible for comprehensive and a $500 deductible for
collision. Bodily Injury/Property Damage liability has a $2,000,000 per accident, $1,000,000
Uninsured/Underinsured Motorists Bodily Injury and a $5,000 limit per person liability for medical
payment, ' .

Settled claims have not exceeded this commercial coverage in any of the past three years. There have
been no significant reductions in insurance coverage from last vear.

B. Workers’ Compensation

For fiscal year 2010, the ESC participated in the OASBO/CompManagement, Inc. Workers’
Compensation Group Rating Program (GRP), an insurance purchasing pool. The intent of the GRP is
to achieve the benefit of a reduced premium for the ESC by virtue of its grouping and representation
with other participants in the GRP. The workers’ compensation experience of the participating school
districts is tiered into groups based upon past workers’ compensation experience. Within each tiered
group, a common premium rate is applied to all school districts within that group. Each participant
pays its workers’ compensation premium to the state based on the rate for the GRP rather than its
individual rate. Total savings are then calculated and each participant’s individual performance is
compared to the overall savings percentage of their tiered group. Participation in the GRP is fimited to
school districts that can meet the GRP's selection criteria. The firm of CompManagement, Inc.
" provides administrative, cost control and actuarial services to the GRP.
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NOTE 13 - RISK MANAGEMENT - (Continued)
C. Health Cafe Benefits

The ESC provides life insurance and accidental death and dismemberment insurance for all full-time
employees through the Unum Life Insurance Company of America, administered by Unum Provident,
in the amount of $50,000 per employee. The ESC has elected to provide health care benefits to
employees and administrators through the Ohio Schools Benefit Consortium which is maintained by
the Muskingum Valley ESC. The employees share the cost of the monthly premium with the board.

NOTE 14 - PENSION PLANS
A. School Employees Retirement System

Plan Description - The ESC contributes to the School Employees Retirement System (SERS), a cost-
sharing, multiple-employer defined benefit pension plan. SERS provides retirement, disability,
survivor benefits, annual cost-of-living adjustments, and death benefits to plan members and
beneficiaries, Authority to establish and amend benefits is provided by Chapter 3309 of the Ohio
Revised Code. SERS issues a publicly available, stand-alone financial report that includes financial
statements and required supplementary information. That report may be obtained by writing to the
School Employees Retirement System, 300 East Broad Street, Suite 100, Columbus, Ohio 43215-3746.
It is also posted on the SERS® Ohio website, www.ohsers.org, under Employers/Audit Resources.

Funding Policy - Plan members are required to contribute 10 percent of their annual covered salary and
the ESC is required to contribute at an actuarially determined rate. The current ESC rate is 14 percent
of annual covered payroll. A portion of the ESC’s contribution is used to fund pension obligations
with the remainder being used to fund health care benefits. For fiscal year 2010, 12.78 percent of
annual covered salary was the portion used to fund pension obligations. The contribution requirements
of plan members and employers are established and may be amended by the SERS’ Retirement Board
up to a statutory maximum amount of 10 percent for plan members and 14 percent for employers.
Chapter 3309 of the Ohio Revised Code provides statutory authority for member and employer
contributions. The ESC’s required contributions for pension obligations to SERS for the fiscal years
ended June 30, 2010, 2009 and 2008 were $184,525, $102,022 and $111,129, respectively; 100 percent
has been contributed for fiscal years 2010, 2009 and 2008,

B. State Teachers Retirement System of Ohio

Plan Description - The ESC participates in the State Teachers Retirement System of Ohio (STRS
Ohic), a cost-sharing, multiple-employer public employee retirement plan. STRS Ohio provides
retirement and disability benefits to members and death and survivor benefits to beneficiaries. STRS
Ohio issues a stand-alone financial report that may be obtained by writing to STRS Ohio, 275 E. Broad
St., Columbus, OH 43215-3771, by calling (888) 227-7877, or by visiting the STRS Ohio Web site at

www.strsoh.org,
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NOTE 14 - PENSION PLANS - (Continued)

New members have a choice of three retirernent plans, a Defined Benefit (DB) Plan, a Defined
Contribution (DC) Plan and a Combined Plan. The DB plan offers an annual retirement allowance
based on final average salary times a percentage that varies based on years of service, or an allowance
based on a member’s lifetime contributions and earned interest matched by STRS Ohio funds divided
by an actuarially determined annuity factor. The DC Plan allows members to place all their member
contributions’ and employer contributions equal to 10.5 percent of earned compensation into an
investment account. Investment decisions are made by the member. A member is eligible to receive a
retirement benefit at age 50 and termination of employment. The member may elect to receive a
lifetime monthly annuity or a lump sum withdrawal. The Combined Plan offers features of both the
DC Plan and the DB Plan. In the Combined Plan, member contributions are invested by the member,
and employer coniributions are used to fund the defined benefit payment at a reduced level from the
regular DB Plan. The DB portion of the Combined Plan payment is payable to a member on or after
age 60; the DC portion of the account may be taken as a lump sum or converted to a lifetime monthly
annuity at age 50. Benefits are established by Chapter 3307 of the Ohio Revised Code.

A DB or Combined Plan member with five or more years credited service who becomes disabled may
qualify for a disability benefit. Eligible spouses and dependents of these active members who die
before retirement may qualify for survivor benefits. Members in the DC Plan who become disabled
are entitled only to their account balance. If a2 member of the DC Plan dies before retirement benefits
begin, the member’s designated beneficiary is entitled to receive the member’s account balance.

Funding Policy - For fiscal year 2010, plan members were required to contribute 10 percent of their
annual covered salaries. The ESC was required to contribute 14 percent; 13 percent was the portion
used to fund pension obligations. Contribution rates are established by the State Teachers Retirement
Board, upon recommendations of its consulting actuary, not to exceed statutory maximum rates of 10
percent for members and 14 percent for employers. Chapter 3307 of the Ohio Revised Code provides
statutory autherity for member and employer contributions,

The ESC’s required contributions for pension obligations to STRS Qhio for the fiscal years ended June
30, 2010, 2009 and 2008 were $519,268, $451,465 and $469,979, respectively; 100 percent has been
contributed for fiscal years 2010, 2009 and 2008. Contributions to the DC and Combined Plans for
fiscal year 2010 were $21,861 made by the ESC and $30,606 made by the plan members.

C. Social Security System

Effective July 1, 1991, all employees not otherwise covered by the SERS/STRS Ohio have an option to
choose Social Security or the SERS/STRS Ohio. As of June 30, 2010, certain members of the
Governing Board have elected Social Security. The ESC’s liability is 6.2 percent of wages paid.
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NOTE 15 - POSTEMPLOYMENT BENEFITS
A. School Employees Retirement System

Plan Description - The ESC participates in two cost-sharing, multiple employer postemployment
benefit plans administered by the School Employees Retirement System (SERS) for non-certificated
retirees and their beneficiaries, a Health Care Plan and a Medicare Part B Plan. The Health Care Plan

_ includes hospitalization and physicians’ fees through several types of plans including HMO’s, PPO’s,
Medicare Advantage, and traditional indemnity plans. A prescription drug program is also available to
those who elect health coverage. SERS employs two third-party administrators and a pharmacy
benefit manager to manage the self-insurance and prescription drug plans, respectively. The Medicare
Part B Plan reimburses Medicare Part B premiums paid by eligible retirees and beneficiaries as set
forth in Section 3309.69 of the Ohio Revised Code. Qualified benefit recipients who pay Medicare Part
B premiums may apply for and receive a monthly reimbursement from SERS. The reimbursement
amount is limited by statute to the lesser of the January I, 1999 Medicare Part B premium or the
current premium. The Medicare Part B premium for calendar year 2009 was $96.40 and SERS’
reimbursement to retirces was $45.50. Benefit provisions and the obligations to contribute are
‘established by the System based on authority granted by State statute. The financial reports of both
Plans are included in the SERS Comprehensive Annual Financiai Report which is available by
contacting SERS at 300 East Broad St., Suite 100, Columbus, Ohio 43215-3746. It is also posted on
the SERS’ Ohio website, www.ohsers.org, under Employers/Audit Resources.

Funding Policy - State statute permits SERS to fund the health care benefits through employer
contributions. Each year, after the allocation for statutorily required benefits, the Retirement Board
allocates the remainder of the employer contribution of 14 percent of covered payroll to the Health
Care Fund. The Health Care Fund was established and is administered in accordance with Internal

~ Revenue Code Section 105(¢). For 2010, 0.46 percent of covered payroll was allocated to health care.
An additional health care surcharge on employers is collected for employees eamning less than an
actuarially determined minimum compensation amount, pro-rated according to service credit earned.
Statutes provide that no employer shall pay a health care surcharge greater than 2.0 percent of that
employer’s SERS-covered payroll; nor may SERS collect in aggregate more than 1.5 percent of the
statewide SERS-covered payroll for the health care surcharge. For fiscal year 2010, the actuarially
determined amount was $35,800.

Active members do not contribute to the postemployment benefit plans. The Retirement Board
establishes the rules for the premiums paid by the retirees for health care coverage for themselves and
their dependents or for their surviving beneficiaries. Premiums vary depending on the plan selected,
qualified years of service, Medicare eligibility and retirement status.

The ESC’s contributions for health care (including surcharge) for the fiscal years ended June 30, 2010,
2009, and 2008 were $23,824, $67,657 and $69,176, respectively; 100 percent has been contributed for
fiscal years 2010, 2009 and 2008.

The Retirement Board, acting with advice of the actuary, allocates a portion of the employer
contribution to the Medicare B Fund. For fiscal year 2010, this actuarially required allocation was
0.76 percent of covered payroll. The ESC’s contributions for Medicare Part B for the fiscal years
ended June 30, 2010, 2009, and 2008 were $10,973, $8,418 and $8,007, respectively; 100 percent has
been contributed for fiscal years 2010, 2009 and 2008. ’
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NOTE 15 - POSTEMPLOYMENT BENEFITS - (Continued)

B.

State Teachers Retirement System of Ohio

Plan Description - The ESC contributes to the cost sharing, multiple employer defined benefit Health
Plan {the “Plan”) administered by the State Teachers Retirement System of Qhio (STRS Chio) for
eligible retirees who participated in the defined benefit or combined pension plans offered by STRS
Ohio. Benefits include hospitalization, physicians’ fees, prescription drugs and reimbursement of
monthly Medicare Part B premiums. The Plan is included in the report of STRS Chio which may be
obtained by visiting www.strsoh.org or by calling (888) 227-7877.

Funding Policy - Ohic law authorizes STRS Ohio to offer the Plan and gives the Retirement Board
authority over how much, if any, of the health care costs will be absorbed by STRS Ohio. Active
employee members do not contribute to the Plan. All benefit recipients pay a monthly premium,
Under Ohio law, funding for post-employment health care may be deducted from employer
contributions. For 2010, STRS Chio allocated employer coniributions equal to 1 percent of covered
payroll to the Health Care Stabilization Fund. The ESC’s contributions for health care for the fiscal
years ended June 30, 2010, 2009, and 2008 were $39,944, $34,728 and $36,152, respectively; 100
percent has been contributed for fiscal years 2010, 2009 and 2008,

NOTE 16 - CONTINGENCIES

A

Grants

The ESC receives significant financial assistance from numerous federal, State and local agencies in
the form of grants. The disbursement of funds received under these programs generally requires
compliance with terms and conditions specified in the grant agreements and are subject to audit by the
grantor agencies. Any disallowed claims resulting from such audits could become a liability of the
ESC. However, in the opinion of management, any such disallowed claims will not have a material
cffect on the financial position of the ESC.

Litigation

The ESC is involved in no material litigation as either plaintiff or defendant.

NOTE 17 - MERGER

Effective August 1, 2009, the Tuscarawas-Carroll-Harrison Educational Service Center (ESC) merged with
the Belmont County Educational Service Center (ESC) in accordance with the provisions of Ohio Revised
Code Section 3311.057 and resolutions made by the Governing Boards. The newly formed educational
service center was named the East Central Ohio Educational Service Center. The funds of the Belmont
County ESC upon the merger have been reported in other local revenues and miscellaneous revenues in the
fund financial statements and the statement of activities, respectively. Legal title to all property of the
Tuscarawas-Carroll-Harrison ESC and the Belmont County ESC were to become vested in the Governing
Board of the East Central Ohio ESC. The Belmont County ESC did not have any capital assets or long-
term debt obligations that were transferred to the East Central Ohio ESC upon the merger.
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EAST CENTRAL OHIO EDUCATIONAL SERVICE CENTER
TUSCARAWAS COUNTY, OHIO

SCHEDULE COF REVENUES, EXPENDITURES AND CHANGES IN
FUND BALANCE - BUDGET AND ACTUAL (NON-GAAP BUDGETARY BASIS)
' GENERAL FUND
FOR THE FISCAL YEAR ENDED JUNE 30, 2010

Variance with

Budgeted Amounts Final Budget
Positive
Original Final Actual (Negative)
Revenues:
From local sources:
Tuition. . . . ., .. ... ... ... ... $ 2,314,870 $ 2,321,776 $ 2,321,776 5
Earnings on investiments. . . . . .. ... . 11,503 6,047 6,047
Contractservices. . . .. . . ... ... .. 3,101,528 3,874,030 3,874,030
Otherlocalrevenues. . . . ... ... ... - 41,017 41,017
Intergovernmental - State . . . . . .. .. .. 1,854,125 1,751,730 1,751,730
Totalrevenue., . . . ... . ...... ... 7,282,026 7,994,600 7,994,600
Expenditures:
Current:
Instruction:
Regular. . . ... ... ... ...... 392,829 372,233 372,233
Special. . .. .. ... e e 1,135,701 1,239,343 1,235,343
Other, . . ... .. i an 56,624 36,800 36,800
Support services:
Pupil. . . .. .. 2,309,619 2,273,041 2,273,041
Instructional staff . . . . . R 2,497,826 2,491,696 2,491,696
Board of education . . . .. ....... 33,966 24,436 24,436
Administration. . . ... ... ... ... 376,812 400,342 400,342
Fiscal . . .. ... ............ 221,213 200,096 200,096
Business. . . ... ............ 163,950 205,399 205,399 -
Operations and maintenance. . . . . . . . 189,811 183,314 183,314
Pupil transportation . . . . .. ... . .. 9,460 14,122 14,122
Central, ., . ... ... .. ....... 228,143, 194,015 194,015 -
Debt service:
Principal retirement. ... ....... .. 79,577 79,577 79,577
Interest and fiscal charges . . . . . . . ... 31,798 31,798 31,798 -
Total expenditures . . ... . ..... ... 7,727,329 7,746,212 7,746,212 -
Excess (deficiency) of revenues over (under)
expenditures. . . .. ... ... ... e (445,303) 248 388 248,388 . -
Other financing uses: :
Advancesout . . . .... . ... ... .. - (28,003) {28,003} -
Total other financinguses . . . .. .. .. .. - (28,003) (28,003) -
Netchangein fund balance . . . ... ... (445,303) 220,385 220,385 -
Fund balance at beginning of year. . . . . 1,120,469 ' 1,120,469 1,120,469 -
Fund balance at end of year . . ., .. .. $ 675,166 § 1,340,854  § 1,340,854 § -

SEE ACCOMPANYING NOTES TO THE BASIC FINANCIAL STATEMENTS
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NOTES TO THE SUPPLEMENTARY INFORMATION
FOR THE FISCAL YEAR ENDED JUNE 30, 2010

NOTE 1 - BUDGETARY PROCESS

The ESC is no longer required under State statute to file budgetary information with the State
Department of Education. However, the ESC Governing Board does follow the budgetary process
for control purposes.

The ESC’s Governing Board budgets for resources estimated to be received during the fiscal year.
The estimated revenues may be amended during the fiscal year if projected increases or decreases
in revenue are identified by the Treasurer. The amounts reported as the original budgeted amounts
on the budgetary statements reflect the amounts of the estimated revenues when the original
appropriations were adopted. The amounts reported as the final budgeted amounts on the
budgetary statements reflect the amounts of the estimated revenues in effect at the time final
appropriations were passed by the Governing Board.

The ESC Governing Board adopts an annual appropriation resolution, which is the Governing
Board’s authorization to spend resources and sets annual limits on expenditures at the level of
control selected by the Govemning Board. The level of control has been established by the
Governing Board at the fund level for all funds. The Treasurer has been authorized to allocate
appropriations to the function and object level within all funds.

Throughout the fiscal year, appropriations may be amended or supplemented as circumstances
warrant. The amounts reported as the original budgeted amounts on the budgetary statements
reflect the amounts on the first appropriation resolution for that fund that covered the entire fiscal
year, including amounts automatically carried forward from prior fiscal years. The amounts
reported as the final budgeted amounts on the budgetary statements represent the final
appropriation amounts passed by the Governing Board during the fiscal year.

NOTE 2 - BUDGETARY BASIS OF ACCOUNTING

While the ESC is reporting financial position, results of operations, and changes in fund balances
on the basis of generally accepted accounting principles (GAAP), the budgetary basis is based
upon accounting for certain transactions on a basis of cash receipts, disbursements, and
encumbrances. The schedule of revenues, expenditures and changes in fund balance - budget and
actual (budget basis) - for the general fund is presented on the budgetary basis to provide a
meaningful comparison of actual results with the budget.

The major differences between the budget basis and GAAP basis are that:

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

2. Expenditures are recorded when paid in cash (budget bas1s) as opposed to when the
liability is incurred (GAAP basis);

3. Encumbrances are treated as expenditures (budget basis) rather than as a reservation of
fund balance (GAAP basis).
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NOTES TO THE .SUPPLEMENTARY INFORMATION
FOR THE FISCAL YEAR ENDED JUNE 30, 2010

NOTE 2 - BUDGETARY BASIS OF ACCOUNTING - (Continued)

4. In order to determine compliance with Ohio law, and to reserve that portion of the
applicable appropriation, total outstanding encumbrances (budget basis} are recorded as
the equivalent of an expenditure, as opposed to a reservation of fund balance for that
portion of outstanding encumbrances not-already recognized as an account payable
{GAAP basis); and,

5. Advances-in and advances-out are operating transactions (budget basis) as opposed to
balance sheet transactions (GAAP basis).

The following table summarizes the adjustments necessary to reconcile the GAAP and budgetary
basis statements for the general fund: '

General
Budget basis § 220,385
Net adjustment for revenue accruals (127,238)
Net adjustment for expenditure accruals (342,829)
Net adjustment for other sources/{uses) 28,003

GAAP basis $ (221,679
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EAST CENTRAL OHIO EDUCATIONAL SERVICE CENTER
TUSCARAWAS COUNTY

FEDERAL AWARDS RECEIPTS AND EXPENDITURES SCHEDULE
: FOR THE YEAR ENDED JUNE 30, 2010

Federal Grantor/ Pass Through Federél
Pass Through Grantor/ Entity CFDA
Program Title Number Number Receipts Expenditures

U.S. PEPARTMENT OF EDUCATION
{Passed Through the Ohio Department of Education)

Even Start State Educational Agencies 2010 84.213 . $149,675 $162,724
Even Start State Educational Agencies 2009 84.213 64,000 61,572
Total Even Start State Educational Agencies 213,675 224,296

Special Education Cluster:

Specia! Education - Praschool Grants Professional Sevelopment 2010 84.173 3,825 3.825
Special Education - Preschool Grants {IDEA Praschool) 2010 84.173 72,192 68,702
Special Education - Preschool Grants {IDEA Preschool) 2009 84.173 4] 100
ARRA - Special Education - Preschool Grants (IDEA Preschoal) 84,392 37,618 37,618
Total Spacial Education Cluster (IDEA) 113,635 110,245
21st Century Community Learning Centers 2010 84,287 200,000 196,095
218t Century Community Learning Centers ) 2009 84,287 0 4,361
Total 21st Century Community Learning Centers 200,000 200,456
School lmpri:vement Grant N/A 84,377 11,300 11,300
Fareign Language Assistance N/A 84,293 253,674 272,350
Total U.S. Depariment of Education 780,984 818,647

See Accompanying Notes to the Federal Awards Receipts and Expendifures Schedule.
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EAST CENTRAL OHIO EDUCATIONAL SERVICE CENTER
TUSCARAWAS COUNTY

NOTES TO THE FEDERAL AWARDS RECEIPTS AND EXPENDITURES SCHEDULE
FiSCAL YEAR ENDED JUNE 30, 2010
NOTE A - SIGNIFICANT ACCOUNTING POLICIES
The accompanying Federal Awards Receipts and Expenditurés Schedule (the Schedule) reports the East

Central Ohio Educational Service Center (the ESC's) federal award programs’ receipts and
disbursements. The schedule has been prepared on the cash basis of accounting.
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Dave Yost - Auditor of State

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

East Central Ohio Educational Service Center
Tuscarawas County

834 East High Street

New Philadelphia, Ohio 44663

To the Governing Board:

We have audited the financial statements of the governmental activities, the major General Fund and the
aggregate remaining fund information of the East Central Ohic Educational Service Center, Tuscarawas
County, Ohio, ({the ESC} as of and for the year ended June 30, 2010, which collectively comprise the
ESC's basic financial statements and have issued our report thereon dated March 7, 2011. Ve
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 ESC’s internal control over financial reporting as
a basis for designing our audit procedures for the purpose of expressing our opinions on the financial
statements, but not for the purpose of opining on the effectiveness of the ESC's internal control over
financial reporting. Accordingly, we have not opined on the effectiveness of the ESC's internal controt
over financial reporting.

A deficiency in infernal control exists when the design or operation of a control does not allow
management ar 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 missiatement of the
Government’s financial statements will not be prevented, or detected and timely corrected.

Qur 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.

101 Central Plaza South, 700 Chase Tower, Canton, Ohio 44702-1509
Phone: 330-438-0617 or 800-443-9272 Fax: 330-471-0001

www.auditor.state,ch.us
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East Central Chio Educational Service Center

Tuscarawas County

Independent Accountants’ Report on Internal Control Over
Financial Reporting and on Compliance and Other Matters

-Required by Government Auditing Standards

Page 2

Compliance and Other Matters

As part of reasonably assuring whether the ESC'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, praviding an opinion on compliance with those provisions was not an objective of our
audit and accordingly, we do not express an opinion. The results of our tests disclosed no instances of
noncompliance or other matters we must report under Government Auditing Standards.

We intend this repart solely for the information and use of management, the Governing Board, federal
awarding agencies, and pass-through agencies, and others within the ESC. We intend it for no one other

than these specified parties.

Dir

Dave Yost
Auditor of State

March 7, 2011
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Dave Yost - Auditor of State

INDEPENDENT ACCOUNTANTS' REPORT ON COMPLIANCE WITH REQUIREMENTS
APPLICABLE TO EACH MAJOR FEDERAL PROGRAMS AND ON INTERNAL CONTROL OVER
COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133

East Central Ohio Educational Service Center
Tuscarawas County

834 East High Street

New Philadelphia, Chio 44663

To the Governing Board:
Compliance

We have audited the compliance of the East Central Ohio Educational Service Center, Tuscarawas
County, Ohio {the ESC) with the types of compliance requirements described in the U.S. Office of
Management and Budget (OMB) Circufar A-133, Compliance Supplement that could “directly and
materially affect each of the East Central Ohio Educational Service Center's major federal programs for
the year ended June 30, 2010. The summary of auditor's results section of the accompanying Schedule
of Findings identifies the ESC’'s major federal programs. The ESC’'s management is responsible for
complying with the requirements of laws, regulations, contracts, and grants applicable to each major
federal program. Our responsibility is to express an opinion on the ESC's compliance based on our audit.

We conducted our audit of compliance in accordance with auditing standards generally accepted in the
United States of America; the standards applicable to financial audits included in the Comptroller General
of the United States' Government Auditing Standards; and OMB Circular A-133, Audits of States, Local
Governments, and Non-Profit Organizations. Those standards and OMB Circular A-133 require that we
~ plan and perform the audit to reasonably assure whether noncompliance occurred with the compliance

requirements referred to above that could directly and materially affect a major federal program. An audit
includes examining, on a test basis, evidence about the ESC's compliance with those requirements and
performing other procedures we considered necessary in the circumstances. We bealieve our audit
provides a reasonable basis for our opinion. Our audit does not provide a legal determination on the
£SC's compliance with those requirements. ' -

in our opinion, the East Central Ohic Educational Service Center, Tuscarawas County, Chioc complied, in
all material respects, with the requirements referred to above that could directly and materially affect each
of its major federal programs for the year ended June 30, 2010.

101 Central Plaza South, 700 Chase Tower, Canton, Chio 44702-150%
Phone: 330-438-0617 or 800-443-9272 Fax: 330-471-0001

www.auditor.state.oh.us
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East Central Ohio Educational Service Center

Tuscarawas County

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

Page 2

Internal Control Over Compliénce

The ESC's management is responsible for establishing and maintaining effective intemal control over
compliance with the requirements of laws, regulations, contracts, and grants applicable to federal
programs. In planning and performing our audit, we considered the ESC's internal control over
compliance with requirements that could directly and materially affect a major federal program, to
determine our auditing procedures for the purpose of opining on compliance and to test and report on
internal control over compliance in accordance with OMB Circular A-133, but not for the purpose of
opining on the effectiveness of internal control over compliance. Accordingly, we have not opined on the
effectiveness of the ESC'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, when performing their assigned functions, to
prevent, or to timely detect and correct, noncompliance with a federal program compliance requirement.
A malerial weakness in internal controf 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 federal program .compliance requirement will not be prevented, or timely detected and corrected.

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

We noted matters involving federal compliance or internal controi over federal compliance not requiring
inclusion in this report, that we reported to the ESC's management in a separate letter dated March 7,
2011.

We intend this report solely for the information and use of management, the Governing Board, and others
within the ESC, federal awarding agencies, and pass-through entities. It is not intended for anyone other
than these specified parties. '

Do

Dave Yost
Auditor of State

March 7, 2011
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EAST CENTRAL OHIO EDUCATIONAL SERVICE CENTER

TUSCARAWAS COUNTY
SCHEDULE OF FINDINGS

OMB CIRCULAR A -133 § .505

JUNE 30, 2010

1. SUMMARY OF AUDITOR'S RESULTS

51

(D)D) Type of Financial Statement Opinion Unqualified
{d){1)(ii) Were there any material control weaknesses No
reported at the financial statement level
{GAGAS)?
{d)(1)(ii) Were there any other significant deficiencies No
in internal control reported at the financial :
statement ievel (GAGAS)?
() 1)(iii) Was there any reported material No
noncompliance at the financial statement level
{GAGAS)?
{d)(1)(iv) Were there any material internal control No
weaknesses reported for major federal
programs?
(d){1){iv) Were there any other significant deficiencies No
in internal control reported for major federal
programs?
{d)(1){v) Type of Major Programs’ Compliance Opinion | Unqualified
{d)(1)(vi) Are there any reportable findings under No
§.5107?
{(d){1){vii) Major Programs (list): 21* Century Community Learning
Centers Grant - CFDA #84.287
Even Start State Educational
Agencies Grant — CFDA #84.213
{d)(1){viii) Dollar Thresheld: Type A\B Programs Type A: > $ 300,000
Type B: all others
{d)(1)(ix) Low Risk Auditee? No
2. FINDINGS RELATED TO THE FINANCIAL STATEMENTS
REQUIRED TO BE REPORTED IN ACCORDANCE WITH GAGAS
None
| 3. FINDINGS AND QUESTIONED COSTS FOR FEDERAL AWARDS
None.
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Marv Taylor, cpa

Auditor of State

INDEPENDENT ACCOUNTANTS’ REPORT

Tuscarawas - Carroll - Harrison Educational Service Center
Tuscarawas County

834 East High Street

New Philadeiphia, Ohio 44663

To the Governing Board:

We have audited the accompanying financial statements of the governmental activities, the major
General Fund and the aggregate remaining fund information of the Tuscarawas - Carroll - Harrison
Educational Service Center, Tuscarawas County, Ohio, (the ESC) as of and for the year ended June 30,
2008, which collectively comprise the ESC's basic financial statements as listed in the Table of Contents.
These financial statements are the responsibility of the ESC's management. Our responsibility is to
express opinions on these financial statements based on our audit.

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

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, the major General Fund and the aggregate
remaining fund information of the Tuscarawas - Carroll - Harrison Educational Service Center,
Tuscarawas County, Ohio, as of June 30, 2009, and the respective changes in financial position for the
year then ended in conformity with accounting principles generally accepted in the United States of
America.

in accordance with Government Auditing Standards, we have also issued our report dated November 3,
2009, on our consideration of the ESC'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 contral aver financial reporting and compliance and
the results of that testing. That report is an integral part of an audit performed in accordance with
Government Audifing Standards. You should read i in conjunction with this report in assessing the
resuits of our audit.

101 Central Plaza South / 700 Chase Tower / Canton, OH 44702-1509
Telephone: (330} 438-0617 (800) 443-9272 Fax: (330) 471-0001
www.auditor.state.oh.us
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Tuscarawas - Carroll - Harrison Educational Service Center
Tuscarawas County

independent Accountants’ Report

Page 2

Management's Discussion and Analysis is not a required part of the basic financial statements but is
supplementary information accounting principles generally accepted in the United States of America
requires. We have applied certain limited procedures, consisting principally of inquiries of management
regarding the methods of measuring and presenting the required supplementary information. However,
we did not audit the information and express no opinion on it.

For the General Fund budgetary comparison information, 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.

Mary Taylor, CPA
Auditor of State

November 3, 2009



TUSCARAWAS-CARROLL-HARRISON EDUCATIONAL SERVICE CENTER
TUSCARAWAS COUNTY, OHIO

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2009
(UNAUDITED)

The management’s discussion and analysis of the Tuscarawas-Carroll-Harrison Educational Service Center’s (the
“ESC”) financial performance provides an overall review of the ESC’s financial activities for the fiscal year ended
June 30, 2009. The intent of this discussion and analysis is to look at the ESC’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 ESC’s financial performance.

Financial Highlights
Key financial highiights for 2009 are as follows:

* In total, net assets of governmental activities increased $182,932 which represents a 13.65% increase from
2008.

*  General revenues accounted for $1,274,676 in revenue or 19.69% of all revenues. Program specific revenues in
the form of charges for services and sales, grants and contributions accounted for $5,200,627 or 80.31% of total

revenues of $6,475,303.

* The ESC had $6,292,371 in expenses related to governmental activities; $5,200,627 of these expenses was
offset by program specific charges for services, grants or contributions. General revenues supporting
governmental activities (primarily unrestricted grants and entitlements) of $1,274,676 were adequate to provide
for these programs.

+  The ESC’s only major governmental fund is the general fund. The general fund had $6,326,042 in revenues and
other financing sources and $6,145,129 in expenditures. During fiscal year 2009, the general fund’s fund
balance increased $180,913 from $624,381 to $805,294.

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 ESC as a financial whole, an entire operating entity. The statements then
proceed to provide an increasingly detailed look at specific financial activities.

The statement of net assets and statement of activities provide information about the activities of the whole ESC,
presenting both an aggregate view of the ESC’s finances and a longer-term view of those finances. Fund financial
statements provide the next level of detail. For governmental funds, these statements tell how services were
financed in the short-term as well as what remains for {future spending, The fund financial statements also look at
the ESC’s most significant funds with all other nonmajor funds presented in total in one coluran. In the case of the
ESC, the general fund is by far the most significant fund, and the only governmental fund reported as a major fund,

Reporting the ESC as a Whole
Statement of Net Assets and the Statement of Activities

While this document contains the large number of funds used by the ESC to provide programs and activities, the
view of the ESC as a whole looks at all financial transactions and asks the question, “How did we do financially
during 20097 The statement of net assets and the statement of activities 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 will take into account all of the current year's
revenues and expenses regardless of when cash is received or paid.



TUSCARAWAS-CARROLL-HARRISON EDUCATIONAL SERVICE CENTER
TUSCARAWAS COUNTY, OHIO

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2009
(UNAUDITED)

These two statements report the ESC’s net assets and changes in those assets. This change in net assets is important
because it tells the reader that, for the ESC as a whole, the financial position of the ESC has improved or
diminished, The causes of this change may be the result of many factors, some financial, some not. Non-financial
factors include the ESC’s facility conditions, required educational programs and other factors.

In the statement of net assets and the statement of activities, the governmental activities include the ESC’s programs
and services, including instruction, support services, operation and maintenance of plant and pupil transportation.

The ESC’s statement of net assets and statement of activities can be found on pages 13-14 of this report.
Reporting the ESC’s Most Significant Funds
Fund Financial Statements

The analysis of the ESC’s major governmental fund begins on page 10. Fund financial reports provide detailed
information about the ESC’s major fund. The ESC uses many funds to account for a multitude of financial
transactions. However, these fund financial statements focus on the ESC’s most significant funds. The ESC’s only
major governmental fund is the general fund.

Governmental Funds

Most of the ESC’s activities are reported in governmental funds, which focus on how money flows into and out of
those funds and the balances left at year-end available for spending in future periods. These funds are reported
using an accounting method called modified accrual accounting, which measures cash and all other financial assets
than can readily be converted to cash. The governmental fund financial statements provide a detailed short-term
view of the ESC’s general government operations and the basic services it provides. Govemmental fund
information helps you determine whether there are more or fewer financial resources that can be spent in the near
future to finance educational programs. The relationship (or differences) between governmental activities (reported
in the statement of net assets and the statement of activities) and governmental funds is reconciled in the basic
financial statements. The basic governmental fund financial statements can be found on pages 15-18 of this report.

Reporting the ESC’s Fiduciary Responsibilities

The ESC acts in a trustce capacity as an agent for individuals or other entities. These activities are reported in
agency funds. The ESC’s fiduciary activities are reported in a separate statement of fiduciary net assets on page 19,
These activities are excluded from the ESC’s other financial statements because the assets cannot be utilized by the

ESC to finance its operations.
Notes to the Basic Financial Statements

The notes provide additionial information that is essential to a full understanding of the data provided in the
government-wide and fund financial statements. These notes to the basic financial statements can be found on pages
20-40 of this report.

Supplementary Information

The ESC has presented a budgetary comparison schedule for the general fand as supplementary information on
pages 41-43 of this report.



TUSCARAWAS-CARROLL-HARRISON EDUCATIONAL SERVICE CENTER
TUSCARAWAS COUNTY, OHIO

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2009
(GNAUDITED)
The ESC as a Whole

Recall that the statement of net assets provides the perspective of the ESC as a2 whole,

The table below provides a summary of the ESC’s net assets for 2009 and 2008.

Net Assets
Governmental Governmental
Activities Activities
2009 2008

Assets
Current and other assets $ 1,385,986 $ 1,324,894
Capital assets, net 1,642,695 1,679,884
Total assets 3,028,681 3,004,778
Liabilities
Current liabilities 494,400 668,878
Long-term liabilities 1,011,361 095,912
Total liabilities 1,505,761 1,664,790
Net Assets
Invested in capital _

assets, net of related debt 957,636 975,150
Restricted 15,984 15,821
Unrestricted 549,300 349,017
Total net assets $ 1,522920 $ 1,339,988

Over time, net assets can serve as a useful indicator of a government’s financial position, At June 30, 2009, the
ESC’s assets exceeded liabilities by $1,522,920, Of this total, $549,300 is unrestricted in use. '

At year-end, capital assets represented 54.24% of total assets. Capital assets include land, land improvements,
buildings and improvements, furniture and equipment and vehicles. Capital assets, net of related debt to acquire the
assets at June 30, 2009, were $957,636. These capital assets are used to provide services to the students and are not
available for future spending. Although the ESC’s investment in capital assets is reported net of related debt, it
- should be noted that the resources to repay the debt must be provided from other sources, since capital assets may
not be used to liquidate these liabilities.

A portion of the ESC’s net assets, $15,984, represents resources that are subject to external restriction on how they
may be used. The remaining balance of unrestricted net assets of $549,300 may be used to meet the ESC’s ongoing
obligations to the students and creditors.



TUSCARAWAS-CARROLL-HARRISON EDUCATIONAL SERVICE CENTER
TUSCARAWAS COUNTY, OHIO

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2009
(UNAUDITED)

The graph below presents the District’s assets, liabilities and net assets for fiscal years 2009 and 2008.

Governmental Activities
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The table below shows the change in net assets for fiscal year 2009 and 2008.
Change in Net Assets
Governmental Governmental
‘Activities Activities
2009 2008
Revenues
Program revenues:
Charges for services and sales $ 5,076,552 $ 4,943,055
Operating grants and contributions 124,075 177,541
General revenues:
Grants and exatitlements 1,266,014 1,268,968
Investment earnings 8,662 28,360
Total revenues 6,475,303 6,417,924



TUSCARAWAS-CARROLL-HARRISON EDUCATIONAL SERVICE CENTER
TUSCARAWAS COUNTY, OHIO :

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2009

(UNAUDITED)
Change in Net Assets
Governmental Governmental
Activities Activities
2009 2008
Expenses
Program expenses:
Instruction:

Regular . $§ 506,129 § 387220

Special ' 778,504 889,915

Vocational 10 38,475
~ Other 34,992 20,703

Support services: .

Pupil 1,824,047 2,139,346

Instructional staff 2,029,459 ' 2,142,509

Board of education 19,319 25,716

Administration - 325,007 324,921

Fiscal 201,988 202,963

Business 135414 150,932

Operations and maintenance 181,304 140,959

Pupil transportation 10,158 9,600

Central 228,823 240,032
Interest and fiscal charges 17,217 37,649
Total expenses 6,292,371 6,748,000
Change in net assets i 182,932 (330,076)
Net assets at beginning of year 1,339,988 1,670,064
Net assets at end of year § 1,522,920 $ 1,339,988

Governmental Activities

Net assets of the ESC’s governmental activities increased $182,932. Total governmental expenses of $6,292,371
were offset by program revenues of $5,200,627 and general revenues of $1,274,676. Program revenunes supported
82.65% of the total governmental expenses.

The primary sources of revenue for governmental activities are derived from charges for services and sales. This
revenue source represents 78.40% of total governmental revenue.



TUSCARAWAS-CARROLL-HARRISON EDUCATIONAL SERVICE CENTER
TUSCARAWAS COUNTY, OHIOQ

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2009
(UNAUDITED)

The graph below presents the ESC’s governmental activities revenue and expenses for fiscal year 2009 and 2008,

Governmental Activities - Revenues and Expenses

$6,800,000 e ER 56,748,000 —

$6,600,000 +—

6 “75 03 — ' 36,417,924 7|

B Expenses

5694005000 T $6 292 371 Revenues

$6,200,000 -

$6,000,000 4

Fiscal Year 2009 Fiscal Year 2008

The statement of activities shows the cost of program services and the charges for services and grants offsetting
those services. The following table shows, for governmental activities, the total cost of services and the net cost of
services. That is, it identifies the cost of these services supported by tax revenue and unrestricted State grants and
entitlements.

Governmental Activities

Total Cost of Net Cost of Total Cost of Net Cost of
Services - Services Services Services
2009 2009 2008 2008
Program expenses
Instruction:
Regular $ 506,129 § 447,239 § 387,220 § 326,110
Special 778,504 (119,868) 889,915 33,103
Vocational 10 0 _ 38,475 38,475
Other ‘ . 34,992 34,992 20,703 20,703
Support services: '

Pupil 1,824,047 (91,893) 2,139,346 168,647
Instructional staff 2,029,459 (19,996) 2,142,509 168,580
Board of education 19,319 18,319 25,776 25,480
Administration 325,007 58,373 21,921 76,628
Fiscal 201,988 201,988 202,963 202,963
Business 135,414 135414 150,932 150,932
Operations and maintenance ‘ 181,304 173,968 140,959 132,702
Pupil transportation 10,158 - 10,158 9,600 9,600
Central 228,823 225,823 T 240,032 235,832
Interest and fiscal charges 17,217 17,217 37,649 37,649
Total expenses 3 6,292,371 $ 1,091,744 $ 6,748,000 § 1,627,404

For all governmental activities, general revenue support is 17.96%. The primary support of the ESC is program
revenues, charges for services, from Districts to which the ESC provides services.



TUSCARAWAS-CARROLL-HARRISON EDUCATIONAL SERVICE CENTER
TUSCARAWAS COUNTY, OHIO

MANAGEMENT’S DISCUSSION AND ANALYSIS
- FOR THE FISCAL YEAR ENDED JUNE 30, 2009
(UNAUDITED)

The graph below presents the ESC’s governmental activities revenue for fiscal year 2009 and 2008.

Governmental Activities - General and Program Revenues
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The ESC’s Funds

The ESC’s governmental funds reported a combined fund balance of $821,278, which is higher than last year’s total

of $640,202. The schedule below indicates the fund balance and the total change in fund balance as of June 30,
2009 and 2008.

Fund Balance Fund Balance Percentage

June 30, 2009 June 30, 2008 Increase Change
General $ 805,294 $ 624,381 § 180913 2897 %
Other Governmental 15,984 15,821 163 1.03 %
Total 3 821,278 $ 640202 $ 181,076 2828 9%




TUSCARAWAS-CARROLL-HARRISON EDUCATIONAL SERVICE CENTER
: TUSCARAWAS COUNTY, OHIQ

MANAGEMENT’S DISCUSSION AND ANALYSIS

FOR THE FISCAL YEAR ENDED JUNE 30, 2009
(UNAUDITED)

General Fund

The ESC’s general fund balance increased by $180,913. The table that follows assists in illustrating the financial
activities and fund balance of the general fund.

2009 2008 Increase Percentage
Amount Amount (Decrease) Change

Revenunes

Tuition $ 1,951,760 $ 1,966,893 $ (15,133) 077 %
Earnings on investments 8,662 28,360 (19,698) {69.46) %
Contract services 3,070,298 2,960,348 109,950 371 %
Intergovernmental 1,266,014 1,268,968 (2,954) 0.23) %
Total $ 6,296,734 $ 6,224,569 $ 72,165 116 %
Expenditures

Instruction $ 1,215,151 $ 1,253,166 $ (38,015) (3.03) %
Support services 4,806,881 5,204,973 (398,092) (7.65) %
Facilities acquisition and construction 56,897 - 56,897 100.00 %
Debt service 66,200 176,979 (110,779) (62.59) %
Total $§ 6,145,129 $ 6,635,118 §  (489,989) (7.38) %

Interest revenue decreased 69.46% due to lower interest rates earned on investments compared to the prior year.
Debt service expenditures decreased due to the ESC restructuring their capital lease. Facilities acquisition and
construction expenditures increased due to the addition of a storage building. All other revenues and expenditures
remain comparable to prior years.

Debt Administration and Capital Assets

Debt Administration

At June 30, 2009, the ESC had $538,286 in capital lease obligations and $146,773 in a lease purchase agreement
outstanding, Of this total, $79,578 is due within one year and $605,481 is due in greater than one year.
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TUSCARAWAS-CARROLL-HARRISON EDUCATIONAL SERVICE CENTER
TUSCARAWAS COUNTY, OHIO

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2009
(UNAUDITED)

The following table summarizes the loans and lease obligations outstanding.

Qutstanding Debt, at Year End

Governmental Governmental
Activities Activities
_..2009 2008
Capital lease obligation $ 538,286 $ 536,995
Lease purchase agreement . 146,773 167,739
Total $ 685,059 $ 704,734

See Note 12 fo the basic financial statements for additional information on the ESC’s debt administration.

Capital Assets

At the end of fiscal year 2009, the ESC had $1,642,695 invested in land, land improvements, buildings and
improvements, fumniture and equipment and vehicles. This entire amount is reported in governmental activities.
The following table shows fiscal year 2009 balances compared to 2008:

Capital Assets at June 30
{Net of Depreciation)

Governmental Activities

2009 __2008
Land § 22360 $ 22,360
Land improvements 49,838 54,585
Building and improvements 1,435,953 1,442,954
Furniture and equipment 127,044 149,485
Vehicles 7.500 10,500
Total _ $ 1,642,695 $ 1,679,884

The overall decrease in capital assets of $37,189 is due to depreciation expense of $104,034 exceeding capital
outlays of $66,845 in the fiscal year.

See Note 8 to the basic financial statements for additional information on the ESC’s capital assets.
Current Financial Related Activities

Overall, the ESC is financially strong. As the preceding information shows, the ESC relies heavily on contracts with
local, city, exempted village school districts and other entities within the three county area, State foundation
revenue, customer service receipts, and grants. Discretionary contracts with districts are expected to remain the
same through fiscal year 2009. District contracts, along with the ESC’s cash balance will provide the necessary
funds to meet its operating expenses in fiscal year 2009, However, the ESC anticipates an increase in contracts for
special education services and classroom support due to the receipt of ARRA funds by the districts.
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TUSCARAWAS-CARROLL-HARRISON EDUCATIONAL SERVICE CENTER
TUSCARAWAS COUNTY, OHIO

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2009
(UNAUDITED)

The future financial stability of the ESC is not without challenges. Some of those challenges that we will be facing
are: : ‘

1) Continued legislative efforts to realign Ohio’s Regional Educational Delivery System and the
implementation of that system by the Ohio Department of Education. At this point, the ESC is unable to
determine what effect this legislation will have on future state funding and on its financial operations,
however it is assumed that this system will directly affect the ESC’s and the method used to fund the ESC.

2) A continuing challenge the ESC faces is to continue to provide our school districts with the most
innovative and current ideas in classroom technology in a manner that is cost effective to districts that are
already faced with financial difficulties,

3.) Effective August 1, 2009 the Tuscarawas-Carroll-Harrison ESC will complete a merger with the Belmont
County ESC. When the merge has been completed the name of the ESC will be changed to East Central

Ohio Educational Service Center and will become a four county entity. The merger will bring

The ESC’s systems of budgeting and internal controls are well regarded. All of the ESC’s financial abilities will be
needed to meet the financial challenges of the future.

Contacting the ESC’s Financial Management

This financial report is designed to provide our citizens, taxpayers, investors and creditors with a general overview
of the ESC’s finances and to show the ESC’s accountability for the moeney it receives. If you have questions aboyt
this report or need additional financial information contact: Ms. Julie A. Lynch, Treasurer, East Central Ohjo
" Educational Service Center, 834 E. High Street, New Philadelphia, Ohio 44663,
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TUSCARAWAS-CARROLL-HARRISON EDUCATIONAL SERVICE CENTER

Asséts:

Equity in pooled cash and cash equivalents. , .

Receivables: _
Intergovermnmental . . . .
Capital assets:

Land. . . ... ......

Depreciable capital assets,

Capital assets, net. . . ... ..........

Total assets. . . . ... ...

Liabilities:
Accrued wages and benefits

Pension obligation payable. .

- Intergovernmental payabie .
Long-term liabilities:
Due within one year. . . .

Due in more than one year. . . ., ... . ...

Total liabilities.-. . . ... .

Net Assets:
Invested in capital assets, net

of related debt. . . . .. ..

Restricted for:

Locally funded programs. . . . .. ... ...

State funded programs. . .

Federally funded programs. . . . . ... ...

Unrestricted, , . . . ... .

SEE ACCOMPANYING NOTES TO THE BASIC FINANCIAL STATEMENTS

TUSCARAWAS COUNTY, OHIO

STATEMENT OF NET ASSETS
JUNE 30, 2009

net. .......

13

Governmental
Activities

1,141,453
244,533

22,360
1,620,335

1,642,695

3,028,681

408,929
71,257
14214

145,464
863,897

1,505,761

957,636

12,884
3,000
100
549,300

1,522,920




TUSCARAWAS-CARRCLL-HARRISON EDUCATIONAL SERVICE CENTER
TUSCARAWAS COUNTY, OHIO

STATEMENT OF ACTIVITIES
FOR THE FISCAL YEAR ENDED JUNE 30, 2009

'Net (Expense)
Revenue and
Changes in
Program Revenies Net Assets
Charges for Operating
Services Grants and Governmental
Expenses and Sales Contributions Activities
Governmental activities:
Instruction:
Regular . ... ........... $ 506,129 % - 8 58,890 (447,239)
Special . .............. 778,504 889,112 9,260 119,868
Vocational . ... ......... 10 - - (10)
Other . . ... ........... 34,992 - - {34,992)
Support services:
Pupil. . . ..o o oL 1,824,047 ' 1,911,981 3,959 91,893
Instructionaf staff. . . ... . ... 2,029,459 2,008,825 40,630 19,996
Board of education . . . ..., .. 19,319 - 1,060 (18319
Administration. . . . ... ., .., 325,007 266,634 - (58,373)
Fiscal.. . .. ............ 201,988 - - (201,988)
Business. . . ... ......... 135,414 - - (135414)
Operations and maintenance , . , . 181,304 - 7,336 (173,968)
Pupil transportation. . . . . .. .. 10,158 - - - {10,158)
Central . . . .......,,... 228,823 - 3,000 (225,823)
Interest and fiscal charges. . . . . . 17,217 - - (17.217)
Total governmental activities, . . . . $ 6,292,371 $ 5,076,552 b 124,075 (1,091,744)
General Revenues:
Grants and entitlements not restricted
to specific programs. . . . . ... ... .. 1,266,014
Investmenteamings . .. ... ....... 8,662
Total general revenuies. . . . . .. ..... 1,274,676
Changeinnetassets., . . . ......... 182,932
Net assets af beginning of year . ... .. 1,339,988
Net assetsatendofyear. . . .. ... .. 1,522,920 -

SEE ACCOMPANYING NOTES TO THE BASIC FINANCIAL STATEMENTS
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TUSCARAWAS-CARROLL-HARRISON EDUCATIONAL SERVICE CENTER
TUSCARAWAS COUNTY, OHIO

BALANCE SHEET
GOVERNMENTAL FUNDS
JUNE 30, 2005
Other Total
Governmental Governmental
) General Funds Funds

Assets:
Equity in pooled cash

and cash equivalents, . . . .......... 8 1,125,469 $ 15,984 $ 1,141,453
Receivables:

Intergovernmental . . . .. .. ... ..... 244,533 - 244,533
Totalassets . .. ... ............. b 1,370,002 $ 15,984 $ 1,385,986
‘Liabilities:
Accrued wagesand benefits, . , .. ... ... % 408,929 $ - 3 408,929
Intergovernmental payable, . . . .. ... ... 14,214 - 14,214
Pension obligation payable. . . ........ 71,257 - 71,257
Deferredrevenue. . .. ... .......... ) 70,308 - 70,308
Total liabilities . . . . . . ... .. e 564,708 - 564,708
Fund Balances:
Reserved for encumbrances . . .. ..., .... - 100 100
Unreserved, undesignated, reported in:

Generalfund . . . .. ... .......... 805,294 - 805,294

Special revenuefunds. . . . .. ........ - 15,884 15,884
Total fund balances . . ... .......... 805,294 15,984 821,278
Total liabilities and fund balances. . . . . ... $ 1,370,002 $ 15,984 $ 1,385,986

SEE ACCOMPANYING NOTES TO THE BASIC FINANCIAL STATEMENTS
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TUSCARAWAS-CARROLL-HARRISON EDUCATIONAL SERVICE CENTER
TUSCARAWAS COUNTY, OHIO

RECONCILIATION OF TOTAL GOVERNMENTAL FUND BALANCES TO
NET ASSETS OF GOVERNMENTAL ACTIVITIES ‘
JUNE 30, 2009

Total governmental fund bhalznces $ 821,278

Amounts reported for governmenial activities on the
statement of net assets are different because:

Capital assets used in governmental activities are not financial
resources and therefore are not reported in the funds. 1,642,695
Other long-term assets, such as intergovernmental receivables, are
not available to pay for ewrent-period expenditures and therefore
are deferred in the funds. 70,308
Long-term liabilities, are not due and payable in the current period
therefore are not reported in the funds
Compensated absences $
Capital lease obligation
Lease-purchase agreement

326,302
538,286
146,773

Total {1,011,361)

Net assets of governmental activities $ 1,522,920

SEE ACCOMPANYING NOTES TO THE BASIC FINANCIAL STATEMENTS
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TUSCARAWAS-CARROLL-HARRISON EDUCATIONAL SERVICE CENTER

TUSCARAWAS COUNTY, OHIO

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES

Revenues:
From local sources:

Tuition. . . . . . e e .
Earnings on investments, . . ... ...
Contractservices. . . . ........

Intergovernmental - Intermediate

Intergovernmental - State. . . . ... ..

Intergovernmental - Federal

Total revenues. , . ... ........

Expenditures:
Current:
Instruction:

Special. . . ... ...........
Vocational, . . . ...........

Administration. . . .. ... ..., ..

“Fiscal

Operations and maintenance. ., . . . .
Pupil transportation. . . . ..., . ..
Central. . . ... ..... ... ...
Facilities acquisition and construction . . . .

Debt service:
Principal retirement

Interest and fiscal charges. . . . . . .
Total expenditures . . . . . ., ... ..

Excess of revenues over

expenditures. . . . ... ... ...,

Other financing sources:

Proceeds of capital lease transaction . |
Total other financing sources . . . . . .

Net change in fund balances. . . . , . .

Fund balance at beginning of year, . . . .

GOVERNMENTAL FUNDS :
FOR THE FISCAL YEAR ENDED JUNE 30, 2609
Other Total
Governmental Governmental
General Funds Funds
- $ 1,951,760 $ - $ 1,951,760
.. 8,662 - 8,662
.. 3,070,298 - 3,070,298
e - 1,306 1,306
. 1,266,014 71,880 1,337,894
. - 50,889 50,889
6,296,734 124,075 6,420,809
.. 355,219 58,890 414,109
.. 824,930 9,278 834,208
.. 10 - 10
.. 34,992 - 34,992
. 1,837,680 2,961 1,840,641
.. 1,960,074 42,433 2,002,507
N 19,319 - 19,319
.. 256,273 - 256,273
.. 196,724 - 196,724
.. 127,242 - 127,242
. 173,942 -7,350 181,292
. 10,158 - 10,158
.. 225469 3,000 228,469
56,897 - 56,897
. 48,983 - 48,983
. 17,217 - 17,217
.. 6,145,129 123,912 6,269,041
151,605 163 151,768
Ce 29,308 - 29,308
AN 29,308 - 29,308
.. 180,913 163 181,076
624,381 15,821 640,202
. 5 805,294 $ 15,984 $ 821,278

SEE ACCOMPANYING NOTES TO THE BASIC FINANCIAL STATEMENTS

17



TUSCARAWAS-CARROLL-HARRISON EDUCATIONAL SERVICE CENTE

Net change in fund balances - total governmental funds

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

Governmentai funds report capital outlays as expenditures. However,
in the statement of activities, the cost of those assets is allocated over

TUSCARAWAS COUNTY, OHIO

their estimated useful lives as depreciation expense. This is the

amount by which depreciation expense exceeds capital outlays in the

current period.

Capital asset additions
Current year depreciation

Total

Revenues in the statement of activities, such as contract service revenue,

that do not provide current financial resources are not reported as

revenues in the funds.

Repayment of principal is an expenditure in the governmental funds,
but the repayment reduces long-term liabilities on the statement

of net assets.

Capital lease transactions are recorded as revenue in the funds,
however, in the statement of activities, they are not reported as
revenues as they increase the liabilities on the statement of net assets.

Some expenses reported in the statement of activities, such as

compensated absences, do not require the use of current financial

resources and therefore are not reported as expenditures in

governmental funds.

Change in net assets of governmental activities

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS
TO THE STATEMENT OF ACTIVITIES
FOR THE FISCAL YEAR ENDED JUNE 30, 2009

5 181,076

66,845
(104,034}

(37,189

54,454

48,983

(29,308)

(35,124)

3 182,932

SEE ACCOMPANYING NOTES TO THE BASIC FINANCIAL STATEMENTS
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TUSCARAWAS-CARROLL-HARRISON EDUCATIONAL SERVICE CENTER

TUSCARAWAS COUNTY, OHIO
STATEMENT OF FIDUCIARY NET ASSETS
FIDUCIARY FUNDS
JUNE 30, 2009
Agency
Assets;
Equity in pooled cash

and cashequivalents . . . ... ... ... 5 443,512
Beceivables: :

Intergovernmental . . . . .. ... .... ) 94,773
Totalassets. . . . .............. $ 538,285
Lizbilities: :
Accountspayable. . . .. ... ... .... $ 1,935 .
Accrued wages and benefits . . ... . ... 1,840
Pension obligation payable. . . ... .. .. ‘ 2,040
Intergovernmental payable. . . ... .. .. 95,012
Undistributed monies. . . ... ....... 398,829
Ductostudents. . . . ............ . 38,629
Total liabilities . . . ............. ’ § 538,285

SEE ACCOMPANYING NOTES TO THE BASIC FINANCIAL STATEMENTS
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TUSCARAWAS-CARROLL-HARRISON EDUCATIONAL SERVICE CENTER
' TUSCARAWAS COUNTY, OHIO

NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2009

NOTE 1 - DESCRIPTION OF THE EDUCATIONAL SERVICE CENTER

The Tuscarawas-Carroll-Harrison Educational Service Center (the “ESC") is a body politic and corporate
established for the purpose of exercising the rights and privileges conveyed it by the constitution and laws
of the State of Ohio and as defined by Section 3313.01 of the Ohio Revised Code. The ESC supplies
supervisory, administrative and other needed services to participating school districts.

The ESC operates under an elected seven-member Governing Board. This Board acts as the authorizing
body for expenditures, policy and procedures and approves all financial activities. The ESC is staffed by
49 non-certified employees and 90 certified employees to provide services to approximately 12,546
students in 12 districts throughout Tuscarawas, Carroll and Harrison counties,

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The basic financial statements of the ESC 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 ESC also applies Financial Accounting
Standards Board (FASB) Statements and Interpretations issued on or before November 30, 1989, to its
governmental activities fund provided they do net conflict with or contradict GASB pronouncements. The
.ESC’s significant accounting policies are described below.

A. Reporting Entity

The reporting entity has been defined in accordance with GASE Statement No. 14, “The Financial

Reporting Entity” as amended by GASB Statement No. 39, “Determining Whether Certain
Organizations Are Component Units”, The reporting entity is composed of the primary government
and component units, The primary government consists of all funds, departments, boards and agencies
that are not legally separate from the ESC. For the ESC, this includes general operations, food service
and student related activities of the ESC.

Component units are legally separate organizations for which the ESC is financially accountable. The
ESC is financially accountable for an organization if the ESC appoints a voting majority of the
organization’s Governing Boeard and (1) the ESC is able to significantly influence the programs or
services performed or provided by the organization; or (2) the ESC is legally entitled to or can
otherwise access the organization’s resources; or (3) the ESC is legally obligated or has otherwise
assumed the responsibility to finance the deficits of, or provide financial support to, the organization;
or .(4) the ESC is obligated for the debt of the organization. Component units may also include
organizations that are fiscally dependent on the ESC in that the ESCt approves the budget, the issuance
of debt or the levying of taxes. Certain organizations are also included as component units if the
nature and significance of the relationship between the primary government and the organization is
such that exclusion by the primary government would render the primary governments financial
statements incomplete or misleading. Based upon the application of these criteria, the ESC has no
component units. The basic financial statements of the reporting entity include only those of the ESC
(the primary government), '
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TUSCARAWAS-CARROLL-HARRISON EDUCATIONAL SERVICE CENTER
TUSCARAWAS COUNTY, OHIO

NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2009

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (Continued)

The following organizations are described due to their relationship to the ESC:

JOINTLY GOVERNED ORGANIZATION

Ohig Mid-Eastern Regional Education Service Agency (OME-RESA)

OME-RESA is a computer service organization whose primary function is to provide information
technology services to its member districts with the major emphasis being placed on accounting,
payroll and inventory control services. Other areas of service provided by OME-RESA include pupil
scheduling, attendance and grade reporting, career guidance services, special education records and test
scoring.

OME-RESA is one of 23 regional service organizations serving over 600 public districts in the State of
Obhio that make up the Chio Educational Computer Network (CECN). These service organizations are
known as Data Acquisition Sites. The OECN is a collective group of Data Acquisition Sites,
authorized pursuant to Section 3301.075 of the Ohio Revised Code and their member districts. Such
gites, in conjunction with the Ohio Department of Education (ODE), comprise a statewide delivery
system to prov1de comprehensive, cost-efficient accounting and other administrative and instructional
computer services for participating Ohio districts.

Major funding for this network is derived from the State of Ohio. In addition, a majority of the
software utilized by the OME-RESA is developed by the ODE.

OME-RESA is owned and operated by 49 member districts in 10 different Ohio counties. The
member districts are comprised of public districts and county Boards of Education. Each member
district pays an annual fee for services provided by OME-RESA. OME-RESA is governed by a Board
of Directors, which is selected by the member districts. Each member district has one vote in all
matters and each member district’s control over budgeting and financing of OME-RESA is limited to
its voting authority and any representation it may have on the Board of Directors.

OME-RESA is located at 2023 Sunset Blvd., Steubenville, Ohio 43952. The Jefferson County
Educational Service Center is one of OME- RESA s member districts and acts in the capacity of fiscal
agent for OME-RESA.

INSURANCE PURCHASING POOLS

.Ohio School Boards Association Workers’ Compensation Group Rating Program

The ESC participates in the Ohio School Boards Association Workers” Compensation Group Rating
Program (GRP), an insurance purchasing pool. The GRP is a group rating plan for worker's
compensation as established under Section 4123.29 of the Ohio Revised Code. The GRP’s business
and affairs are conducted by a three member Board of Directors consisting of the President, the -
President-Elect and the Immediate Past President of the Ohio School Board Association (OSBA). The
Executive Director of the OSBA, or his designee, serves as coordinator of the program. Each year, the
participating school districts pay an enrollment fee to the GRP to cover the costs of administering the

program.
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TUSCARAWAS-CARROLL-HARRISON EDUCATIONAL SERVICE CENTER
TUSCARAWAS COUNTY, OHIO

NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2009

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - {Continued)

Ohio School Plan .

The Ohio School Plan (the “Plan”) is a shared liability, property and fleet insurance risk pool which is
governed by a board of thirteen school superintendents, business managers and treasurers. Harcum-
Schuett, the insurance agency, has one Board seat. OSBA, BASA, and OASBO executive directors
serve as ex-officio members. 450 educational entities are served by the Plan. The Plan’s board elects
officers for one year terms to serve as the Board of Directors. The assembly exercises control over the
operation of the Plan. All Plan revenues are generated from charges for services. For more
information, write to the Ohio School Plan, Harcum-Schuett Insurance Agency, Inc., 246 Sycamore
Street, Columbus, Ohie 43206,

RISK SHARING POOL

Tuscarawas-Conotton Valley Local Schools Benefit Trust Health Consortium {the “Trust™)

The Trust is a public entity shared risk pool consisting of one local schoo! district and two county
Educational Service Centers. The Trust is organized as a Voluntary Employee Benefit Association
under Section 501 (c) (9) of the Intemnal Revenue Code and provides sick, and in some cases, dental,
vision and prescription drug benefits to the employees of the participating entities. Each participating
entity Superintendent is appointed to an Administrative Committee, which advises the Third-Party
Administrator, CoreSource Insurance, concerning aspects of the administration of the Trust.

Each entity decides which plans offered by the Trust will be extended to its employees. The ESC
participates in the health care benefits only. Participation in the Trust is by written application subject
to acceptance by the Administrative Committee and payment of the monthly premiums. Financial
information can be obtained from Benefit Services, Inc. P.O. Box 4138, Akron, Ohio 44321,

The ESC serves as fiscal agent and custodian of the Trust, but is not accountable; therefore the
operations of the Trust have been excluded from the ESC's financial statements, but funds held on
behalf of the Trust are included as an agency fund.

B. Fund Accounting

The ESC uses funds to maintain its financial records during the year. A fund is defined as a fiscal and
accounting entity with a self balancing set of accounts, There are three categories of funds:
governmental, proprietary and fiduciary. :

GOVERNMENTAL FUNDS

Governmental funds are those through which most governmental functions typically are financed.
Governmental fund reporting focuses on the sources, uses and balances of current financial resources.
Expendable assets are assigned to the various governmental funds according to the purposes for which
they may or must be used. Current liabilities are assigned to the fund from which they will be paid.
The difference between governmental fund assets and liabilities is reported as fund balance. The
following is the ESC’s major governmental fund;

General fund - The general fund is used to account for all financial resources except those required

to be accounted for in another fund. The general fund balance is available for any purpose
provided it is expended or transferred according to the general laws of Ohio.
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TUSCARAWAS-CARROLL-HARRISON EDUCATIONAL SERVICE CENTER
TUSCARAWAS COUNTY, OHIO

NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2009

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (Continued)

Other governmental funds of the ESC are used to account for (a)‘ financial resources to be used for the
acquisition, construction, or improvement of capital facilities other than those financed by trust funds;
and (b) for grants and other resources whose use is restricted to a particular purpose.

PROPRIETARY FUNDS

Proprietary funds are used to account for the ESC’s ongoing activities which are similar to those often
found in the private sector, The ESC has no proprietary funds.

FIDUCIARY FUNDS

Fiduciary fund reporting focuses on net assets and changes in net assets. The fiduciary fund category
is split into four classifications: pension trust funds, investment trust funds, private-purpose trust funds
and agency funds. Trust funds are used to account for assets held by the ESC under a trust agreement
for individuals, private organizations, or other governments and are therefore not available to support
the ESC’s own programs. The ESC has no trust fands. Agency funds are custodial in nature (assets
equal liabilities) and do not involve measurement of results of operations. The ESC’s agency funds
account for various resources held for other organizations and individuals including funds held on
behalf of the State Support Team fo pay individuals at an office in New Philadelphia.

C. Basis of Presentation and Measurement Focus

Government-wide Finagncial Statements - The statement of net assets and the statement of activities
display information about the ESC as a whole. These statements include the financial activities of the
primary govemnment, except for fiduciary funds.

The government-wide statement of activities presents a comparison between direct expenses and
program revenues for each function or program of the governmental activities of the ESC. Direct
expenses are those that are specifically associated with a service, program or department and therefore
clearly identifiable to a particular function. Program revenues include amounts paid by the recipient of
goods or services offered by the program and grants and contributions that are restricted to meeting the
operational or capital requirements of a particular program. Revenues not classified as program
revenues are presented as general revenues of the ESC.

The government-wide financial statements are prepared using the economic resources measurement
focus. All assets and all liabilities associated with the operation of the ESC are included on the

statement of net assets.

Fund Financial Statements - Fund financial statements report detailed information about the ESC. The
focus of governmental fund financial statements is on major funds rather than reporting funds by type.
Each major fund is presented in a separate column and all nonmajor funds are aggregated into one
column. Fiduciary funds are reported by fund type.
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TUSCARAWAS-CARROLL-HARRISON EDUCATIONAL SERVICE CENTER
TUSCARAWAS COUNTY, OHIO

'NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2009

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (Continued)

All governmental funds are accounted for using a flow of current financial resources measurement
focus. With this measurement focus, only current assets and current labilities generally are included
on the balance sheet. The statement of revenues, expenditures and changes in fund balances reports on
the sources (i.e., revenues and other financing sources) and uses (i.e., expenditures and other financing
uses) of current financial resources. This approach differs from the manner in which the governmental
activities of the government-wide financial statements are prepared. Governmental fund financial
statemnents therefore include a reconciliation with brief explanations to better identify the relationship
between the government-wide statements and the statements for governmental funds.

Agency funds do not report a measurement focus as they do not report operations.

Basis of Accounting

Basis of accounting determines when transactions are recorded in the financial records and reported on
the financial statements. Government-wide financial statements are prepared using the accrual basis of
accounting. Governmental funds use the modified accrual basis of accounting, Fiduciary funds also
use the accrual basis of accounting. :

Revenues - Exchange and Nonexchange Transactions - Revenue resulting from exchange transactions,
in which each party gives and receives essentially equal value, is recorded on the accrual basis when
the exchange takes place. On a modified accrual basis, revenue is recorded in the fiscal year in which
the resources are measurable and become available, Available means that the resources will be
collected within the current fiscal year or are expected to be collected soon enough thercafter to be
used to pay liabilities of the current fiscal year. For the ESC, available means expected to be received
within sixty days of fiscal year end.

Nonexchange transactions, in which the ESC receives value without directly giving equal value in
return, include grants, entitlements and donations.

Revenue from grants, entitlements and donations is recognized in the fiscal year in which all eligibility
requirements have been satisfied. 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 ESC must provide local resources to be used for a specified
purpose, and expenditure requirements, in which the resources are provided to the ESC on a
reitnbursement basis. On a modified accrual basis, revenue from nonexchange transactions must also
be available before it can be recognized. '

Under the moedified accrual basis, the following revenue sources are considered to be both measurable
and available at fiscal year-end: interest, tuition, grants and entitlements and contract services.

Unearned Revenue and Deferred Revenue - Unearned revenue and deferred revenue arise when assets

are recognized before revenue recognition criteria have been satisfied.

Revenues received in advance of the fiscal year for which they are intended to finance have been

.recorded as unearned revenue. Grants and entitlements received before the eligibility requirements are

met are recorded as deferred revenue.

On governmental fund financial statements, receivables that will not be collected within the available
period have been reported as deferred revenue. :
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (Continued)

Expenses/Expenditures - On the accrual basis of accounting, expenses are recognized at the time they
are incurred. :

The measurement focus of governmental fund accounting is on decreases in net financial resources
(expenditures) rather than expenses. Expenditures are generally recognized in the accounting period in
which the related fund liability is incurred, if measurable. Allocations of cost, such as depreciation and
amortization, are not recognized in governmental funds.

Cash and Investments

To improve cash management, cash received by the ESC is pooled in a central bank account. Monies
for all funds are maintained in this pool. Individual fund integrity is maintained through the ESC’s
records. Each fund’s interest in the pool is presented as “equity in pooled cash and cash equivalents”
on the basic financial statements.

During fiscal year 2009, investments were limited to State Treasury Asset Reserve of Ohio (STAR
Ohio). Investments in STAR Ohio are reported at fair value, which is based on quoted market prices.

The ESC has invested funds in STAR Ohio during fiscal year 2009. STAR Ohio is an investment pool
managed by the State Treasurer’s Office, which allows governments within the State to pool their
funds for investment purposes. STAR Ohio is not registered with the SEC as an investment company,
but does operate in a manner consistent with Rule 2a7 of the Investment Company Act of 1940,
Investments in STAR Ohio are valued at STAR Ohio’s shares price which is the price the investment
could be sold for on June 30, 2009,

Under existing Ohio statutes all investment eamings are assigned to the general fund unless statutorily
required to be credited to a specific fund or by policy of the Governing Board. Investment carnings are
assigned to the general fund. Interest revenue credited to the general fund during fiscal year 2009
amounted to $8,662, which includes $742 assigned from other funds.

For presentation on the basic financial statements, investments of the cash management pool and

- investments with original maturities of three months or less at the time they are purchased by the ESC

are considered to be cash equivalents,
An analysis of the ESC’s investment account at fiscal year end is provided in Note 4.

Capital Assets

General capital assets result from expenditures in the governmental funds. These assets are reported in
the governmental activities column of the government-wide statement of net assets, but are not
reported in the fund financial statements.

All capital assets are capitalized at cost (or estimated historical cost) and updated for additions and
retirements during the year. Donated capital assets are recorded at their fair market values as of the
date received. The ESC’s capitalization threshold is $1,500. 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. The ESC does not possess infrastructure.
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (Continued)

All reported capital assets except land are depreciated. Improvements are depreciated over the
remaining useful lives of the related capital assets. Depreciation is computed using the straight-line

method over the following useful lives:

Governmental
Activities
Description Estimated Lives
Land improvements 20 years
Buildings and improvements 10 - 40 years
Furniture and equipment 5-20 years
Vehicles 3 - 10 years

Compensated Absences

The ESC reports compensated absences in accordance with the provisions of GASB Statement No. 16,
“Accounting for Compengsated Absences”. Vacation benefits are accrued as a liability as the benefits
are earned if the employees’ rights to receive compensation are attributed to services already rendered
and it is probable that the ESC will compensate the employees for the benefits through paid time off or
some other means. The ESC records a liability for accumulated unused vacation time when eamed for

those eligible employees with more than one vear of service.

Sick leave benefits are accrued as a Hability using the vesting method. The liability includes the
employees who are currently eligible to receive termination benefits and those the ESC has identified
as probable of receiving payment in the future. The liability is based on accumulated sick leave and

- employee wage rates at fiscal year end, taking into consideration any limits specified in the ESC’s

termination policy.

The entire compensated absence liability is reported on the government-wide financial statements.

- For govemnmental fund financial statements, the current portion of unpaid compensated absences is the

amount expected to be paid using expendable available resources. These amounts are recorded in the
account “compensated absences payable” in the fund from which the employees who have
accumulated unpaid leave are paid. The noncurrent portion of the liability is not reported.

Accrued Liabilities and Long-Term Obligations

All payables, accrued liabilities and long-term obligations are reported in the govemment-wide
financial statements,

In general, governmenta! fund payables and accrued liabilities that, once incurred, are paid in a timely
manner and in full from current financial resources, are reported as obligations of the funds. Howaver,
compensated absences that will be paid from governmental funds are reported as a liability in the fund
financial statements only to the extent that they are due for payment during the current year,
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (Continued)

L

Fund Balance Reserves

The ESC reserves those portions of fund equity which are legally segregated for a specific future use
or which do not represent available expendable resources and therefore are not available for
appropriation or expenditure. Unreserved fund balance indicates that portion of fund equity which is
available for appropriation in future periods. Fund equity reserves have been established for
encumbrances.

Net Assets

Net assets represent the difference between assets and liabilitics. Net assets invested in capital assets,
net of related debt consist of capital assets, net of accumulated depreciation, reduced by the
outstanding balances of any borrowings used for the acquisition, construction or improvement of those
assets. Net assets are reported as restricted when there are limitations imposed on their use either
through the enabling legislation or through external restrictions imposed by creditors, grantors or laws
or regulations of other governments.

The ESC applies restricted resources first when an expense is incurred for purposes for which both
restricted and unrestricted net assets are available,

Estimates

The preparation of the basic financial statements in conformity with GAAP requires management to
make estimates and assumptions that affect the amounts reported in the basic financial statements and
accompanying notes. Actual results may differ from those estimates,

Interfund Activity

Exchange transactions between funds are reported as revenues in the seller funds and as
expenditures/expenses in the purchaser funds. Flows of cash or goods from one fund to another
without a requirement for repayment are reported as interfund transfers. Inferfund transfers are
reported as other financing sources/uses in governmental funds. Repayments from funds responsible
for particular expenditures/expenses to the funds that initially paid for them are not presented on the
basic financial statements. The ESC made no interfund transfers during fiscal year 2009.

Extraordinary and Special Items

Extraordinary items are transactions or events that are both unusual in nature and infrequent in
occurrence, Special iterns are transactions or events that are within the control of the Governing Board
and that are either unusual in nature or infrequent in occurrence. Neither type of transaction occurred
during fiscal year 2009,
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- NOTE 3- CHANGE IN ACCQUNTING PRINCIPLES

For fiscal year 2009, the ESC has implemented GASB Statement No. 49, “Accounting and Financial

Reporting for Pollution Remediation Obligations”, GASB Statement No. 52, “Land and Other Real Estate
Held as Investments by Endowments”, GASB Statement No. 55, “The Hierarchy of Generally Accepted
Account Principles for State and Local Governments”, and GASB Statement No. 56 “Codification of

Accounting and Financial Reporting Guidance Contained in the AYCPA Statements on Auditing

Standards”. .

GASB Statement No. 49 addresses accounting and financial reporting standards for pollution remediation
obligations, which are obligations to address the current or potential detrimental effects of existing
poliution by participating in pollution remediation activities such as site assessments and cleanups. The
implementation of GASB Statement No. 49 did not have an effect on the financial statements of the ESC,

GASB Statement No. 52 improves the quality of financial reporting by requiring endowments to report
their land and other real estate investments at fair value, creating consistency in reporting among similar
entities that exist to invest resources for the purpose of generating income. The implementation of GASB
Statement No. 52 did not have an effect on the financial statements of the ESC.

GASB Statement No. 55 incorporates the hierarchy of generally accepted accounting principles (GAAP)
for state and local governments into the GASB’s authoritative literature. The implementation of GASB
Staternent No, 55 did not have an effect on the financial statements of the ESC.

GASB Statement No. 56 incorporates into the GASB’s autheritative literature certain accounting and
financial reporting guidance presented in the American Institute of Certified Public Accountants’ (AICPA)
Statements on Auditing Standards. The implementation of GASB Statement No., 56 did not have an effect
on the financial statements of the ESC,

NOTE 4 - DEPOSITS AND INVESTMENTS
State statutes classify monies held by the ESC into three categories,

Active deposits are public deposits necessary to meet current demands on the treasury. Such monies must
be maintained either as cash in the ESC treasury, in commercial accounts payable or withdrawable on
demand, including negotiable order of withdrawal (NOW) accounts, or in money market deposit accounts.

Inactive deposits are public deposits that the Governing Board has identified as not required for use within
the current five year period of designation of depositories. Inactive deposits must either be evidenced by
certificates of deposit maturing not later than the end of the current period of designation of depositories, or
by savings or deposit accounts including, but not limited to, passbook accounts,

Interim deposits are deposits of interim monies. Interim monies are those monies, which are not needed for
immediate use, but which will be needed before the end of the current period of designation of depositories.
Interim deposits must be evidenced by time certificates of deposit maturing not more than one year from
the date of deposit or by savings or deposit accounts including passbook accounts.
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NOTE 4 - DEPOSITS AND INVESTMENTS - {Continued)
Interim monies may be deposited or invested in the following securities:

1. United States Treasury Notes, Bills, Bonds, or any other obligation or security issued by the United
States Treasury or any other obligation guaranteed as to principal and interest by the United States;

2. Bonds, notes, debentures, or any other obligations or securities issued by any federal government
agency or instrumentality, including, but not limited to, the Federal National Mortgage Association,
Federal Home Loan Bank, Federal Farm Credit Bank, Federal Home Loan Mortgage Corporation,
Government National Mortgage Association and Student Loan Marketing Association. All federal
agency securities shall be direct issuances of federal government agencies or instrumentalities;

3. Written repurchase agreements in the securities listed above provided that the market value of the
securities subject to the repurchase agreement must exceed the principal value of the agreement by at
least two percent and be marked to market daily, and that the term of the agreement must not exceed

thirty days;
4. Bonds and other obligations of the State of Chio;

5. No-load money market mutual funds consisting exclusively of obligations described in items (1) and
(2) above and repurchase agreements secured by such obligations, provided that investments in
‘securities described in this division are made only through eligible institutions;

6. The State Treasurer's investment pooi (STAR Ohio);

7. Certain banker’s acceptance and commercial paper notes for a period not to exceed one hundred eighty
days from the purchase date in an amount not to exceed twenty-five percent of the interim monies
available for investment at any one time; and,

8. Under limited circumstances, corporate debt interests rated in either of the two highest classifications
by at least two nationally recognized rating agencies.

Protection of ESC's deposits is provided by the Federal Deposit Insurance Corporation (FDIC), by eligible
securities pledged by the financial institution as security for repayment, by surety company bonds deposited

~ with the Treasurer by the financial institation or by a single colateral pool established by the financial
institution to secure the repayment of all public monies deposited with the institution.

Investments in stripped principal or interest obligations, reverse repurchase agreements and derivatives are
prohibited. The issuance of taxable notes for the purpose of arbitrage, the use of leverage and short selling
are also prohibited. An investment must mature within five years from the date of purchase unless matched
to a specific obligation or debt of the ESC, and must be purchased with the expectation that it will be held
to maturity. Investments may only be made through specified dealers and institutions. Payment for
investments may be made only upon delivery of the securities representing the investments to the Treasurer
or qualified trustee or, if the securities are not represented by a certificate, upon receipt of confimation of
transfer from the custodian. :
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NOTE 4 - DEPOSITS AND INVESTMENTS - (Continued)
A, Déposits with Financial Institutions

At June 30, 2009, the carrying amount of all ESC deposits was $983,635. Based on the criteria
described in GASB Statement No. 40, “Deposits and Investment Risk Disclosures”, as of June 30,
2009, $1,167,562 of the ESC’s bank balance of $1,417,562 was exposed to custodlal risk as discussed
below while $250,000 was covered by the FDIC.

Custodial credit risk is the risk that, in the event of bank failure, the ESC’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 ali of the public deposits it holds or as specific collateral held at the Federal Reserve Bank in
the name of the ESC. The ESC has no deposit policy for custodial credit risk beyond the requirements
of State statute. Although the securitics 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 ESC to a successful claim by the FDIC.

B. Investments

As of June 30, 2009, the ESC had the following investments and maturities:

Investment
_Marurities
6 months or
Investment type Fair Value less
STAR Ohio $ 601,330 § 601,330

Interest Rate Risk: As a means of limiting its exposure to fair value losses arising from rising interest
rates and according to State law, the ESC’s investment policy limits investment portfolio maturities to
five years or less.

Credit Risk: STAR Ohio camies a rating of AAAm by Standard & Poor’s. Ohio law requires that
STAR Ohio maintain the highest rating provided by at least one naticnally recognized standard service
rating. The ESC’s investment policy does not specifically address credit risk beyond requiring the ESC
to only invest in securities authorized by State statute.

Custodial Credit Risk: For an investment, custodial credit risk is the risk that, in the event of the
failure of the counterparty, the ESC will not be able to recover the value of its investment or collateral
securities that are in the possession of an outside party. The ESC’s investment policy does not
specifically address custodial credit risk beyond the adherence to all relevant sections of the Ohio
Revised Code.
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NOTE 4 - DEPOSITS AND INVESTMENTS - {Continued)

Concentration of Credit Risk: The ESC places no limit on the amount that may be invested in any one
issuer, The following table includes the percentage of each investment type held by the ESC at June

30, 2009:
Investment type Fair Value % of Total
STAR Ohio . $601,330 100.00

C. Reconciliation of Cash and Investments to the Statement of Net Assets

The following is a reconciliation of cash and investments as reported in the note above to cash and
investments as reported on the statement of net assets as of June 30, 2009

Cash and investments per note

Carrying amount of deposits $ 983,635
Investments 601,330
Total $1,584,965
Cash and investments per statement of net assets
Governmental activities $1,141.453
Agency funds 443,512
Total $1,584,965

NOTE 5 - STATE FUNDING
The ESC is funded by the State Board of Education from State funds for the cost of Part {A) of the budget.

Part (B) of the budget is funded in the following way: $6.50 times the Average Daily Membership (ADM-
the total number of pupils under the ESC’s supervision) is apportioned by the State Board of Education
from the local school districts to which the ESC provides services from payments made under the State’s
foundation program. Simultaneously, $40.52 times the sum of the ADM is paid by the State Board of
Education from State funds to the ESC.
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NOTE 6 - RECEIVABLES

Receivables at June 30, 2009 consisted of intergovernmental grants and entitlements. All receivables are
considered collectible in full due to the stable condition of State programs and the current year guarantee of
federal funds., A summary of the items of receivables reported on the statement of net assets follows:

Governmental activities:
Intergovernmentzl § 244,533

Receivables have been disaggregated on the face of the basic financial statements. All receivables are
expected to be collected in the subsequent year.

NOTE 7 - OPERATING LEASE - LESSOR DISCLOSURE

During fiscal year 2008, the ESC entered into an operating lease with Buckeye Joint Vocational School
District (the “District™) for the use of a building that will be donated to the ESC and then leased back to the
District. This lease meets the criteria of an operating lease as defined by FASB Statement No. 13
“Accounting for Leases”. The lease payment is $2,000 per month; however, the District has paid
construction costs for the building and may use these costs ag a credit against the rent payment. The
construction costs may be applied for a period of 8 years, not to exceed $192,000 in rent payments. As of
June 30, 2009, the total amount spent by the District has not been determined.
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NOTE 8 - CAPITAL ASSETS

Capital asset activity for the fiscal year ended June 30, 2009, was as follows:

Balance Balance
06/30/08 Additions  Deductions 06/30/09
Governmental activities:
Capital assets, not being depreciated:

Land 8 22360 § - 8 -3 22,360
Total capital assets, not being depreciated 22,360 - - 22360
Capital assets, being depreciated:

Land improvements 94,933 - - 94,933

Buildings and improvements 1,865,701 56,807 - 1,922,598

Furniture and equipment 356,193 9,948 - 366,141

Vehicles 24,000 - - 24,000
Total capital assets, being depreciated 2,340,827 66,845 - 2,407,672
Less: accumulated depreciation

Land improvements (40,348) (4,747 - {45,095)

Buildings and improvements (422,747) (63,898) - (486,645)

Furniture and equipment (206,708) (32,389) - (239,097)

Vehicles (13,500) (3,000) - (16,500)
Total accurmulated depreciation (683,303)  (104,034) - (787,337
Governmental activities capital assets, net § 1,679,884 § (37,189 § - § 1642695

Depreciation expense was charged to governmental functions as follows:

Instruction:
Regular $ 15,580
Special 708
Support services: .
Pupil 1,574
Instructional staff _ 17,805
Administration ' 57,488
Fiscal 624
Business 10,167
Central 88
Total depreciation expense -8 104,034
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NOTE 9 - CAPITAL LEASES - LESSEE DISCLOSURE

On April 11, 2002 the ESC entered into a lease-purchase with Banc One Leasing Corporation for financing
the acquisition, renovation, rehabilitation, furnishing, equipping and otherwise improving a building for use
as an administration building. On October 20, 2008, an amendment was made to restructure this lease for
an additional $29,308 to extend the period of time over which the lease is payable and to reduce the amount
of annual lease payments. This amendment did not affect the amount that is capitalized in buildings and

improvements.

Capital assets consisting of buildings and improvements have been capitalized in the amount of $1,300,000,
This amount represents the present value of the minimum lease payments at the time of acquisition.
Accurnulated depreciation as of June 30, 2009 was $390,000, leaving a current book value of $910,000. A
corresponding liability was recorded in the government-wide financial statements. Principal payments in
the 2009 fiscal year totaled $28,017, paid by the general fund.

The following is a schedule of the future long-term minimum lease payments required under the lease-
purchase agreement and the present value of the minimum lease payments as of June 30, 2009.

Fiscal
Year Ending, Payments
2010 § 90,409
2011 90,409
2012 90,409
2013 90,409
2014 90,409
2015 - 2017 226,024
Total minimum lease payment 678,069
Less: amount representing interest ‘ {135,783)
Present value of minimum lease payments $ 538,286

In conjunction with the lease-purchase agreement, the ESC entered into a ground-lease agreement whereby
the ESC subleases the real property upon which the renovations and building improvements are being made
to JP Morgan Chase Leasing Corporation. The ESC is the lessor and JP Morgan Chase Leasing.
Corporation is the lessee under the ground-lease agreement. The sublease commenced on April 11, 2002
and terminates on October 23, 2021, or earlier upon the termination of the lease-purchase agreement by the

ESC.

In conjunction with the lease-purchase agrecment, the ESC entered into an escrow agreement with JP
Morgan Chase Trust Company, N.A. and JP Morgan Chase Leasing Corporation whereby JP Morgan
Chase Trust Company, N.A. acts as escrow agent for the funds received under the lease-purchase
agreement. Under the escrow agreement, the ESC authorizes and directs JP Morgan Chase Leasing
Corporation to make disbursements to pay the project costs from the amount deposited with the escrow
agent. The escrow agreement terminates upon termination of the lease-purchase agreement. All funds in
the eéscrow account were disbursed in fiscal year 2004. There were no funds remaining in the account at

June 30, 2009,
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NOTE 10 - LEASE-PURCHASE AGREEMENT

During fiscal year 2005, the ESC entered into a lease-purchase with the Ohio Department of Natural
Resources for the purchase of the STAR Alternative School building.

Capital assets consisting of buildings and improvements have been capitalized in the amount of $251,600,
This amount represents the present value of the minimum lease payments at the time of acquisition.
Accumulated depreciation as of June 30, 2009 was $44,030, feaving a current book value of $207,570. A
corresponding liability was recorded in the government-wide financial statements. Principal payments in
fiscal year 2009 totaled $20,966, paid by the general fund.

The following is a schedule of the future long-term minimum lease payments required under the lease-
purchase agreement and the present value of the minimum lease payments as of June 30, 2009,

Fiscal

Year Ending, Payinents
2010 8 20,966
2011 _ 20,966
2012 20,966
2013 20,966
2014 20,966

2015 - 2016 41,943

Present value of minimum lease payments $ 146,773

NOTE 11 - COMPENSATED ABSENCES

The criteria for determining vacation and sick leave benefits are derived from Governing Board actions and
State laws. Full-time certified and classified employees earn 10 to 20 days of vacation per year, depending
upon length of service. Accumulated vacation time is paid to eligible employees upon termination of
employment. Certified employees who do not work 12 months are not entitled to vacation time,

Teachers, administrators and classified employees earn sick leave at the rate of one and one-fourth days per
month. Sick leave may be accumulated up to a total of 200 days. Upon retirement, payment is made for
one fourth of the total sick leave accumulation, up to a maximum of 45 days. Any employee recelvmg such
payment must meet the retirement provisions set by STRS Ohio or SERS.
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NOTE 12 - LONG-TERM OBLIGATIONS

During fiscal year 2009, the following activity occurred in governmental activities long-term obligations:

Balance . Balance Amounts
Quistanding . Outstanding Due in
06/30/08 Additions Reductions 06/30/09 One Year
Governmental activities:
Compensated absences $ 291,178 § 53,646 § (18522) § 326302 $ 65886
Capital lease obligation 536,995 29,308 (28,017) 538,286 58,612
Lease-purchase agreement 167,739 - (20,966) 146,773 20,966
Total long-term obligations, ‘
governmental activities $ 695912 § 82954 $ (67,505) $ 1,011,361 $ 145464

Compensated absences will be paid from the fund from which the employee is paid, which is primarily the

general fund,
'NOTE 13 - RISK MANAGEMENT

A. Comprehensive and Employee Health Insurance

The ESC 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. During fiscal year 2009, the
ESC contracted with Westfield Insurance Company for commercial property insurance based on

information provided by Valuation Engineers, Inc., with a $500 deductible limit per year.

Professional liability is provided by the Ohio School Plan with a $4,000,000 annual
aggregate/$2,000,000 single occurrence limit and no deductible. Driver’s Education vehicles are
covered by Ohio School Plan and hold a $250 deductible for comprehensive and a $500 deductible for

collision. Bodily Injury/Property Damage liability has a $2,000,000 per accident,

$1,000,000

Uninsured/Underinsured Motorists Bodily Injury and a $5,000 limit per person liability for medical

payment.

Settled claims have not exceeded this commercial coverage in any of the past three years.

been no significant reductions in insurance coverage from last year.

B. Workers’ Compensation

There have

The ESC participates in the Ohio School Boards Association Workers’ Compensation Group Rating
Program (GRP), an insurance purchasing pool (see Note 2.A.). The GRP’s business and affairs are
conducted by a three-member Board of Directors consisting of the President, the President-Elect and
the Immediate Past President of the Ohio School Boards Association. The Executive Director of the
OSBA, or their designee, serves as coordinator of the program. Each year, the participating school

districts pay an enrollment fee to the GRP to cover the costs of administering the program.
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NOTE 13 - RISK MANAGEMENT - (Continued)

The intent of the GRP is to achieve the benefit of a reduced premium for the ESC by virtue of its
grouping and representation with other participants in the GRP. The workers compensation experience
of the participating school districts is calculated as one experience and a common premium rate is
applied to all school districts in the GRP. Each participant pays its workers’ compensation premiun to
the State based on the rate for the GRP rather than its individual rate. Total savings are then calculated
and each participant’s individual performance is compared to the overall savings petcentage of the
GRP. A participant will then either receive money from or be required to contribute to the “equity
pooling fund”. This “equity pooling™ arrangement ensures that each participant shares equally in the
overall performance of the GRP. Participation in the GRP is limited to school districts that can meet
the GRP’s selection criteria. The firm of Gates McDonald, Inc. provides administrative, cost control,
assistance with safety programs, and actuarial services to the GRP.

C. Health Care Benefits

The ESC provides life insurance and accidental death and dismemberment insurance for all full-time

_ employees through the Unum Life Insurance Company of America, administered by Unum Provident,
in the amount of $50,000 per employee. The ESC has elected to provide health care benefits to
employees and administrators through the Tuscarawas-Conotton Valley Local Schools Benefit Trust
Health Consortium which is maintained by the ESC. The employees share the cost of the monthly
premium with the board.

NOTE 14 - PENSION PLANS
A. School Employees Retirement System

Plan Description - The ESC contributes to the School Employees Retirement System (SERS), a cost-
sharing, multiple-employer defined benefit pension plan. SERS provides retirement and disability
benefits, annual cost-of-living adjustments, and death benefits to plan members and beneficiaries.
Authority to establish and amend benefits is provided by Chapter 3309 of the Ohio Revised Code.
SERS issues a publicly available, stand-alone financial report that includes financial statements and
required supplementary information. That report may be obtained by writing to the School Employees
Retirement System, 300 East Broad Street, Suite 100, Columbus, Ohic 43215-3746. Iti is also posted
on the SERS’ Ohio website, www.ohsers.org, under Forms and Publications.

Funding Policy - Plan members are required to contribute 10 percent of their annual covered salary and
the ESC is required to contribute at an actuarially determined rate.. The current ESC rate is 14 percent
of annual covered payroll. A portion of the ESC’s contribution is used to fund pension obligations
with the remainder being used to fund health care benefits, For fiscal year 2009, 9.09 percent of
annual covered salary was the portion used to fund pension obligations. The contribution requirements
of plan members and employers are established and may be amended by the SERS' Retirement Board
up {o a statutory maximum amount of 10 percent for plan members and 14 percent for employers.
Chapter 3309 of the Ohio Revised Code provides statutory authority for member and employer
contributions, The ESC’s required contributions for pension obligations to SERS for the fiscal years
ended June 30, 2009, 2008 and 2007 were $102,022, $111,129 and $114,116, respectively; 100 percent
has been contributed for fiscal years 2009, 2008 and 2007. :
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- NOTE 14 - PENSION PLANS - (Continued)

State Teachers Retirement System of Ohio

Plan Description - The ESC participates in the State Teachers Retirement System of Ohio (STRS

'Ohio), a cost-sharing, multiple-employer public employee retirement plan. STRS Ohic provides

retirement and disability benefits to members and death and survivor benefits to beneficiaries. STRS
Ohio issues a stand-alone financial report that may be obtained by writing to STRS Ohio, 275 E. Broad
St., Columbus, OH 43215-3771, by calling (888) 227-7877, or by visiting the STRS Ohic Web site at

www.strsoh.org. .

New members have a choice of three retirement plans, a Defined Benefit (DB) Plan, a Defined
Contribution (DC) Plan and a Combined Plan. The DB plan offers an annual retirement allowance
based on final average salary times a percentage that varies based on years of service, or an allowance
based on a member’s lifetime contributions and eamed interest matched by STRS Ohio funds divided
by an actuarially determined annuity factor. The DC Plan allows members to place all their member
contributions and employer contributions equal to 10.5 percent of earned compensation into an
investment account. Investment decisions are made by the member. A member is eligible to receive a
retirement benefit at age 50 and termination of employment. The member may elect to receive a
lifetime monthly annuity or a lump sum withdrawal. The Combined Plan offers features of both the
DC Plan and the DB Plan. In the Combined Plan, member contributions are invested by the member,
and employer contributions are used to fund the defined benefit payment at a reduced level from the
regular DB Plan, The DB portion of the Combined Plan payment is payable to a member on or after
age 60; the DC portion of the account may be taken as a lump sum or converted to a lifetime monthly
annuity at age 50. Benefits are established by Chapter 3307 of the Ohio Revised Code.

A DB or Combined Plan member with five or more years credited service who becomes disabled may
qualify for a disability benefit. Eligible spouses and dependents of these active members who die
before retirement may qualify for survivor benefits. Members in the DC Plan who become disabled
are entitled only to their account balance. If a member of the DC Plan dies before retirement benefits
begin, the member’s designated beneficiary is entitled to receive the member’s account balance.

Funding Policy - For fiscal year 2009, plan members were required to contribute 10 percent of their
annual covered salaries. The ESC was required to contribute 14 percent; 13 percent was the portion
used to fund pension obligations. Contribution rates are established by the State Teachers Retirement
Board, upon recommendations of its consulting actuary, not to exceed statutory maximum rates of 10
percent for members and 14 percent for employers. Chapter 3307 of the Ohio Revised Code provides
statutory authority for member and employer contributions,

The ESC’s required contributions for pension obligations to STRS Ohio for the fiscal years ended June
30, 2009, 2008 and 2007 were $451,465, $469,979 and $470,335, respectively; 100 percent has been
contributed for fiscal years 2009, 2008 and 2007. Contributions to the DC and Combined Plans for
fiscal year 2009 were $8,667 made by the ESC and $19,851 made by the plan members.

Social Security System

Effective July 1, 1991, all emplayees not otherwise covered by the SERS/STRS Ohio have an option to
choose Social Security or the SERS/STRS Ohio. As of June 30, 2009, certain members of the
Governing Board have elected Social Security. The ESC’s liability is 6.2 percent of wages paid.
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NOTE 15 - POSTEMPLOYMENT BENEFITS
A. School Employees Retirement System

Plan Description - The ESC participates in two cost-sharing, multiple employer postemployment
benefit plans administered by the School Employees Retirement System (SERS) for non-certificated
retirees and their beneficiaries, a Health Care Plan and a Medicare Part B Plan. The Health Care Plan
includes hospitalization and physicians' fees through several types of plans including HMO’s, PPO’s
and traditional indemnity plans as well as a prescription drug program. The Medicare Part B Plan
reimburses Medicare Part B premiums paid by eligible retirees and beneficiaries up to a statutory limit.
Benefit provisions and the obligations to contribute are established by the System based on authority
granted by State statute. The financial reports of both Plans are included in the SERS Comprehensive
Annual Financial Report which is available by contacting SERS at 300 East Broad St., Suite 100,
Columbus, Chio 43215-3746. '

Funding Policy - State statute permits SERS to fund the health care benefits through employer
contributions. Each year, after the allocation for statutorily required benefits, the Retirement Board
allocates the remainder of the employer contribution of 14 percent of covered payroll to the Health
Care Fund. The Health Care Fund was established and is administered in accordance with Internal
Revenue Code Section 105{¢). For 2009, 4.16 percent of covered payroll was allocated to health care.
In addition, employers pay a surcharge for employees earning less than an actarially determined
amount; for 2009, the actuarially determined amount was $35,800. .

Active employee members do not coniribute to the Health Care Plan, Retirees and their beneficiaries
are required to pay a health care premium that varies depending on the plan selected, the number of
qualified years of service, Medicare eligibility and retirement status.

The ESC’s contributions for health care (including surcharge) for the fiscal years ended June 30, 2009,
2008, and 2007 were $67,657, $69,176 and $58,837, respectively; 100 percent has been contributed for
fiscal years 2009, 2008 and 2007.

The Retirement Board, acting with advice of the actuary, allocates a portion of the employer
contribution to the Medicare B Fund. For fiscal year 2009, this actuarially required allocation was
0.75 percent of covered payroll. The ESC’s contributions for Medicare Part B for the fiscal years
ended June 30, 2009, 2008, and 2607 were $8,418, $8,007 and $7,760, respectively; 100 percent has
been contributed for fiscal years 2009, 2008 and 2007.

B. State Teachers Retirement System of Ohio

Plan Description - The ESC contributes to the cost sharing, multiple employer defined benefit Health
Plan (the “Plan”) administered by the State Teachers Retirement System of Ohio (STRS Ohio) for
eligible retirees who participated in the defined benefit or combined pension plans offered by STRS
Ohio. Benefits include hospitalization, physicians’ fees, prescription drugs and reimbursement of
monthly Medicare Part B premiums. The Plan is included in the report of STRS Ohio which may be
obtained by visiting www.strsoh.org or by calling (888) 227-7877.

Funding Policy - Ohio law authorizes STRS Ohio to offer the Plan and gives the Retirement Board
authority over how much, if any, of the health care costs will be absorbed by STRS Ohio. Active
employee members do not contribute to the Plan. All benefit recipients pay a monthly premium.

40



TUSCARAWAS-CARROLL-HARRISON EDUCATIONAL SERVICE CENTER
TUSCARAWAS COUNTY, OHIO

NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2009

NOTE 15 - POSTEMPLOYMENT BENEFITS - (Continued)

Under Ohio law, funding for post-employment health care may be deducted from employer
contributions. For 2009, STRS Ohio allocated employer contributions equal to 1 percent of covered
payroll to the Health Care Stabilization Fund. The ESC’s contributions for health care for the fiscal
years ended June 30, 2009, 2008, and 2007 were $34,728, $36,152 and $36,180, respectively; 100
percent has been contributed for fiscal years 2009, 2008 and 2007. )

NOTE 16 - CONTINGENCIES
A. Grants
The ESC receives significant financial assistance from numerous federal,‘state and local agencies in
the form of grants. The disbursement of funds received under these programs generally requires
compliance with terms and conditions specified in the grant agreements and are subject to audit by the
grantor agencies. Any disallowed claims resulting from such audits could become a liability of the

ESC. However, in the opinion of management, any such disallowed claims will not have a material
effect on the financial position of the ESC.

B. Litigation
The ESC is involved in no material litigation as either plaintiff or defendant.
NOTE 17 - SUBSEQUENT EVENT

On August 1, 2009, the ESC merged with the Belmont County ESC and has changed its name to the East
Central Ohio Educational Service Center.
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Variance with

Budgeted Amounts Final Budget
Positive
Original Final Actual (Negative)
Revenues:
From local sources:
Tuition. . .. ... ............. b 2,006,649 $ 1,951,760 $ 1,951,760 $ -
Eamings on investments. . . . . . . ... . 8,906 8,662 8,662 -
Contractservices . .. ... ........ . 3,156,207 3,069,874 3,069,874 -
Intergovernmental - State . . . . .. ., ... 1,301,618 1,266,014 1,266,014 -
Totalrevenue . . . . ............. 6,473,180 6,286,310 6,296,310 -
Expenditures:
Current:
Instruction:
Regular. .. ... .......... .. 154,881 357,458 357,458 -
Special. .. .... ... ... ... 848,369 854,529 854,529 . -
Vocational, . . .. ... ......... 6,808 6,857 6,857 -
Other. . .. ... ... .......... 34,929 35,183 35,183 -
Support services:
Pupil. . . .. L 1,892,816 1,906,559 1,906,559 -
Instructional staff . .. ... ... .... 1,970,352 1,984,699 1,984,699 -
Board of education . . . ... ... ... 19,282 19,422 19,422 -
Administration. . . .. ... .. ... .. 260,202 262,091 262,091 -
Fiscal . . . ... ............. 199,245 200,692 200,692 -
Busingss. ... .............. 126,325 127,242 - 127242 -
Operations and maintenance. . . . . ... 173,781 175,043 175,043 -
Pupil transportation. . . ... ... ... 9,967 10,039 10,039 . -
Central. . . . ... ... ......... 225,749 227,388 227,388 -
Facilities acquisition and construction. . . . 56,487 220 56,897 (56,677)
Debt service:

Principal retirement . . . ... ... ... 48,630 48,983 48,983 -
Interest and fiscal charges. . . ., . .. ., 17,093 17,217 17.217 -
Total expenditures. . . ... ........ 6,244,956 6,233,622 6,290,259 (56,677)

Excess of revenues over
expenditures. . . . . ............ 228,424 62,688 6,011 (56,677)
Other financing sources: )
Advancesim . .. . ............ ' 504 490 490 "‘ -
- Total other financinguses . . . . . . .. .. 504 450 450 -
Net change in fund balance . . . . . ., .. 228,928 63,178 6,501 (56,677)
Fund balance at beginning of year . . . . 1,113,968 1,113,968 1,113,968 -
Fund balance at end of year. . ., . .. .. § 1,342,896 3 1,177,146 ) 1,120,465 3 (56,677)
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NOTE 1 - BUDGETARY PROCESS

The ESC is no longer required under State statute to file budgetary information with the State
Department of Education. However, the ESC Governing Board does follow the budgetary process
for control purposes,

The ESC’s Goveming Board budgets for resources estimated to be received during the fiscal year.
The estimated revenues may be amended during the fiscal year if projected increases or decreases
in revenue are identified by the Treasurer. The amounts reported as the original budgeted amounts
on the budgetary statements reflect the amounts of the estimated revenues when the original
appropriations were adopted. The amounts reported as the firdal budgeted amounts on the
budgetary statements reflect the amounts of the estimated revenues in effect at the time final
appropriations were passed by the Governing Board.

The ESC Governing Board adopts an annual appropriation resclution, which is the Governing
Board’s authorization to spend resources and sets annual limits on expenditures at the level of
confrol selected by the Governing Board. The level of control has been established by the
Governing Board at the fund level for all funds. The Treasurer has been authorized to allocate
appropriations to the function and object level within all funds.

Throughout the fiscal year,. appropriations may be amended or supplemented as circumstances
wartrant. The amounts reported as the original budgeted amounts on the budgetary statements
reflect the amounts on the first appropriation resolution for that fund that covered the entire fiscal
year, including amounts automatically carried forward from prior fiscal years, The amounts
reported as the final budgeted amounts on the budgetary statements represent the final
appropriation amounts passed by the Governing Board during the fiscal year.

NOTE 2 - BUDGETARY BASIS OF ACCOUNTING

While the ESC is reporting financial position, results of opetations, and changes in fund balances
on the basis of generally accepted accounting principles (GAAP), the budgetary basis is based
upon accounting for certain transactions on a basis of cash receipts, disbursements, and
encumbrances, The schedule of revenues, expenditures and changes in fund balance - budget and
actual (budget basis) - for the general fund is presented on the budgetary basis to provide a
meaningful comparison of actual results with the budget. .

The major differences between the budget basis and GAAP basis are that;

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

2. . Expenditures are recorded when paid in cash (budget basis) as opposed to when the
liability is incurred {(GA AP basis);

3. Encumbrances are treated as expenditures (budget basis) rather than as a reservation of
fund balance (GAAP basis).
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NOTE 2 - BUDGETARY BASIS OF ACCOUNTING - (Continued)

The following table summarizes the adjustments necessary to reconcile the GAAP and budgetary
basis statements for the general fund:

Gereral
Budget basis 3 6,501
Net adjustment for revenue accruals 424
Net adjustment for expenditure accruals 106,628
Net adjustment for other sources/{uses) 28,818
GAAP basis , $ 142,371

44



Mary Tavlor, cra

Auditor of State

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

Tuscarawas - Carrolf - Harrison Educational Service Center
Tuscarawas County

834 East High Street

New Philadelphia, Ohio 44663

To the Goverﬁing Board:

We have audited the financial statements of the govermmental actlvities, the major General Fund, and the
aggregate remaining fund information of the Tuscarawas - Carroll - Harrison Educational Service Center,
Tuscarawas County, Ohio, {the ESC) as of and for the year ended June 30, 2009, which collectively
comprise the ESC's basic financial statements and have issued our report thereon dated November 3,
2009. 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 Comptrolier General of
the United States' Government Auditing Standards.

Internal Contrel Over Financial Reporting

In planning and performing our audit, we considered the ESC's internal control over financial reporting as
a basis for designing our audit procedures for expressing our opinion on the financial statements, but not
to opine on the effectiveness of the ESC's internal control over financial reporting. Accordingly, we have
not opined on the effectiveness of the ESC's internal control over financial reporting.

A control deficiency exists when the design or operation of a control does not allow management or
employees, in performing their assigned functions, to prevent or detect misstatements on a timely basis.
A significant deficiency is a control deficiency, or combination of control deficiencies, that adversely
affects the ESC's ability to initiate, authorize, record, process, or report financial data reliably in
accordance with its applicable accounting basis, such that there is more than a remaite likelihood that the
ESC's internal control will not prevent or detect a more-than-inconsequential financial statement

misstatement.

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

statement misstate_ment.

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

101 Central Plaza South / 700 Chase Tower / Canton, OH 44702-1509
Telephone: (330) 438-0617 (800) 443-9272 Fax: (330) 471-0001
www.auditor,state.oh.us
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Compliance and Other Matters

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

We intend this report solely for the information and use of management and the Governing Board. We
intend it for no one other than these specified parties.

Mary Taylor, CPA
Auditor of State

November 3, 2008

48



Mary Taylor, cra

Auditor of State

TUSCARAWAS — CARROLL ~ HARRISON EDUCATIONAL SERVICE CENTER
TUSCARAWAS COUNTY
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This is a true and correct copy of the report which is required to be filed in the Office of the
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- Mary Taylor, cpa

Auditor of State

" Governing Board
Tuscarawas-Carroll-Harrison Educational Service Center
834 East High Avenue
New Philadelphia, Ohio 44663

We have reviewed the Independent Auditor's Report of the Tuscarawas-Carroll-Harrison
Educational Service Center, Tuscarawas County, prepared by Julian & Grube, Inc., for the audit
period July 1, 2007 through June 30, 2008. 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 Tuscarawas-Carroll-Harrison Educational Service
Center is responsible for compliance with these laws and regulations.

Mary Taylor, CPA
Auditor of State

December 23, 2008

88 E. Broad 5t. / Fifth Floor / Columbus, OH 43215-3506
Telephone: (614) 466-4514  (800) 282-0370  Fax: (614) 466-4490
www.auditor.state.oh.us
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Julian & Grube, Inc.
Serving Ohio Local Governments
333 County Line Rd. West, Westerville, OH 43082 Phone: 614840, 1899 Fux: 614.846.2799

Independent Auditor’s Report

Tuscarawas-Carroll-Harrison Educational Service Center
Governing Board

834 E. High Ave.

New Philadelphia, OH 44663

We have audited the accompanying financial statements of the govemmental activities, its major fund, and the
aggregate remaining fund information of Tuscarawas-Carroll-Harrison Educational Service Center, Tuscarawas
‘County, Ohio as of and for the fiscal year ended June 30, 2008, which collectively comprise Tuscarawas-Carroll-
Harrison Educational Service Center’s basic financial statements as listed in the table of contents. These financial
statements are the responsibility of Tuscarawas-Carroll-Harrison Educational Service.Center’s management. Our
responsibility is to express opinions on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of America
and the standards applicable to financial audits contained in 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 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 the significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our audit provides a reasonable basis for our
opinions,

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities, its major fund, and the agpregate remaining fund information of
Tuscarawas-Carroll-Harrison Educational Service Center, Tuscarawas County, Ohio, as of June 30, 2008, and the
respective changes in financial position thereof for the fiscal year then ended in conformity with accounting
principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated November 26, 2008, on
our consideration of Tuscarawas-Carroll-Harrison Educational Service Center's internal control over financial
reporting and on our tests of its compliance with certain provisions of laws, regulations, contracts, and grant
agreements and other matters. The purpose of that report is to describe the scope of our testing of internal control
over financial reporting and compliance and the results of that testing, and not to provide an opinion on the internal
control over financial reporting or on compliance. That report is an integral part of an audit performed in
accordance with Government Auditing Standards and should be considered in assessing the results of our audit.

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



Independent Auditor’s Report
Tuscarawas-Carroil-Harrison Educational Service Center

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

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

financial statements taken as a whole.

Julian & Grube, Inc.
November 26, 2008



TUSCARAWAS-CARROLL-HARRISON EDUCATIONAL SERVICE CENTER
TUSCARAWAS COUNTY, OHIO

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2008

The management’s discussion and analysis of the Tuscarawas-Carroll-Harrison Educational Service Center's (the
“ESC”) financial performance provides an overall review of the ESC’s financial activities for the fiscal year ended
June 30, 2008. The intent of this discussion and analysis is to look at the ESC’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 ESC’s financial performance. ‘

Financial Highlights
. Key financial highlights for 2008 are as follows:

* In total, net assets of governmental activities decreased $330,076 which represents a 19.76% decrease from
2007,

¢ General revenues accounted for $1,297,328 in revenue or 20.21% of all revenues. Program specific revenues in
the form of charges for services and sales, grants and contributions accounted for $5,120,596 or 79.79% of total
revenues of $6,417,924. .

* The ESC had 56,748,000 in expenses related to governmental activities; $5,120,596 of these expenses was
offset by program specific charges for services, grants or contributions. General revenues supporting
governmental activities (primarily unrestricted grants and entitlements) of $1,297,328 were not adequate to
provide for these programs. :

*  The ESC’s only major governmental fund is the general fund. The general fund had $6,224,569 in revenues and
$6,635,118 in expenditures. During fiscal year 2008, the general fund’s fund balance decreased $410,549 from
$1,034,930 t0 $624,381.

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 ESC as a financial whole, an entire operating entity. The statements then
proceed to provide an increasingly detailed look at specific financial activities.

The statement of net assets and statement of activities provide information about the activities of the whole ESC,
presenting both an aggregate view of the ESC’s finances and a longer-term view of those finances. Fund financial
statements provide the next level of detail. For governmental funds, these statements tell how services werk
financed in the short-term as well as what remains for future spending. The fund financial statements aiso look at
the ESC’s most significant funds with all other nonmajor funds presented in total in one column. In the case of the
ESC, the general fund is by far the most significant fund, and the only governmental fund reported as a major fund,

Repaorting the ESC as a Whole
Statement of Net Assets and the Statement of Activities

While this document contains the large number of funds used by the ESC to provide programs and activities, the
view of the ESC as a whole looks at all financial transactions and asks the question, “How did we do financially
during 20087 The statement of net assets and the statement of activities 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 will take into account all of the current year’s
revenues and expenses regardless of when cash is received or paid.
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MANAGEMENT’S DISCUSSION AND ANALYSIS
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These two statements report the ESC’s net assets and changes in those assets. This change in net assets is important
because it tells the reader that, for the ESC as a whole, the financial position of the ESC has improved or
diminished. The causes of this change may be the result of many factors, some financial, some not. Non-financial
factors include the ESC’s facility conditions, required educational programs and other factors.

In the statement of net assets and the statement of activities, the governmental activities include the ESC’s programs
and services, including instruction, support services, operation and maintenance of plant and pupil transportation.

The ESC’s statement of net assets and statement of activities can be found on pages 13-14 of this report.
- Reporting the ESC’s Most Significant Funds

" Fi und Financial Statements

The analysis of the ESC’s major governmental fund begins on page 9. Fund financial reports provide detailed
information about the ESC’s major fund. The ESC uses many funds to account for a multitude of financial
transactions. However, these fund financial statements focus on the ESC’s most significant funds. The ESC’s only
major governmental fund is the general fund.

' Governmental Funds

Most of the ESC’s activities are reported in governmental funds, which focus on how money flows into and out of
those funds and the balances left at year-end available for spending in future periods. These funds are reported
using an accounting method called maodified accrual accounting, which measures cash and all other financial assets
than can readily be converted to cash. The governmental fund financial statements provide a detailed short-term
view of the ESC's general government operations -and the basic services it provides. Governmental fund
information helps you determine whether there are more or fewer financial resources that can be spent in the near
future to finance educational programs. The relationship (or differences) between governmental activities (reported
in the statement of net assets and the statement of activities) and governmental funds is reconciled in the basic
financial statements. The basic governmental fund financial statements can be found on pages 15-18 of this report,

Reporting the ESC’s Fiduciary Responsibilities

The ESC acts in a trustee capacity as an agent for individuals or other entities. These activities are reported in
agency funds. The ESC’s fiduciary activities are reported in a separate statement of fiduciary net assets on page 19,
These activities are excluded from the ESC’s other financial statements because the assets cannot be utilized by the

ESC to finance its operations,
Notes to the Basic Financial Statemenis

The notes provide additional information that is essential to a full understanding of the data provided in the
government-wide and fund financial statements. These notes to the basic financial statements can be found on pages
20-40 of this report,

Supplementary Information

The ESC has presented a budgetary comparison schedule for the general fund as supplementary information on
pages 41-43 of this report.



TUSCARAWAS-CARROLL-HARRISON EDUCATIONAL SERVICE CENTER
TUSCARAWAS COUNTY, OHIO

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2008

The ESC as a Whole
Recall that the statement of net assets provides the perspective of the ESC as a whole.

The table below provides a summary of the ESC’s net assets for 2008 and 2007.

Net Assets
Govemnmental Governmental.
Activities Activities
2008 2007

Assets
Current and other assets $ 1,324,894 $ 1,307,399
Capital assets, net 1,679,884 1,766,689
Total assets 3,004,778 3,074,088
Liabilities
Current liabilities 668,878 254,537
Long-term liabilities 995,912 1,149,487
Total liabilities 1,664,790 1,404,024
Net Assets
Invested in capital _

assets, netof related debt 975,150 922,625
Restricted 15,821 17,932
Unrestricted 349,017 729,507
Total net assets $ 1,339,988 $ 1,670,064

.Over time, net assets can serve as a useful indicator of a government’s financial position. At June 30, 2008, the
ESC’s assets exceeded liabilities by $1,339,988. Of this total, $349,017 is unrestricted in use.

At year-end, capital assets represented 55.91% of total assets. Capital assets include land, land improvements,
buildings and improvements, furniture and equipment and vehicles. Capital assets, net of related debt to acquire the
assets at June 30, 2008, were $975,150. These capital assets are used to provide services to the students and are not
available for future spending. Although the ESC’s investment in capital assets is reported net of related debt, it
should be noted that the resources to repay the debt must be provided from other sources, since capital assets may
not be used to liquidate these liabilities.

A portion of the ESC’s net assets, $15,821, represents resources that are subject fo external restriction on how they
may be used. The remaining balance of unrestricted net assets of $349,017 may be used to meet the ESC’s ongoing
obligations to the students and creditors.
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The graph below presents the District’s assets, liabilities and net assets for fiscal vears 2008 and 2007.

Governmental Activities
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The table below shows the change in net assets for fiscal year 2008 and 2007.

Revenues
Program revenues:
Charges for services and sales
Operating grants and contributions
General revenues:.
Grants and entitlements
Investment earnings

Total revenues

Change in Net Assets

Governmental
Activities
2008

$ 4943055
177,541

1,268,968
28,360

6,417,924

Governmental
Activities
2007

§ 4,710,755
181,346

1,323,898
40,988

6,256,987
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Change in Net Assets

Governimental Governmental
Activities Activities
2008 2007
Expenses
Program expenses:
Instruction:
Regular : : $ 0 38722 $ 297,678
Special . 889,915 691,269
Vocational 38475 18,070
Other . 20,703 -
Support services:
Pupil 2,139,346 1,879,773
Instructional staff 2,142,509 1,788,699
Board of education 25,776 21,275
Administration ©321,921 340,913
Fiscal 202,963 193,497
Business 150,932 143,038
Operations and maintenance 140,959 144,356
Pupil transportation . 9,600 9,174
Central ‘ 240,032 156,800
Interest and fiscal charges 37,649 44,457
Total expenses 6,748,000 5,728,999
Change in net assets (330,076) _ 527,988
Net assets at beginning of vear 1,670,064 1,142,076
Net assets at end of year $ 1,339,988 § 1,670,064

Governmental Activities

Net assets of the ESC’s governmental activities decreased $330,076. Total govemmenfal expenses of $6,748,000
were offset by program revenues of $5,120,596 and general revenues of $1,297,328. Program revenues supported
75.88% of the total governmental expenses.

The primary sources of revenue for governmental activities are derived from charges for services and sales. This
revenue source represents 77.02% of total governmental revenue.
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The graph below presents the ESC’s governmental activities revenue and expenses for fiscal year 2008 and 2007,

Governmental Activities - Revenues and Expenses
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The statement of activities shows the cost of program services and the charges for services and grants offsetting
those services. The following table shows, for governmental activities, the total cost of services and the net cost of
services. That is, it identifies the cost of these services supported by tax revenue and unrestricted State grants and
entitlements.

Governmental Activities

Total Cost of Net Cost of Total Cost of Net Cost of
Services Services Services Services
2008 2008 2007 2007
Program expenses
Instruction: ,
Regular $ 387,220 $ 326,110 $ 297,678 § 228,941
Special 889,915 33,103 691,269 “@7,110)
Vocational : 38,475 38475 18,070 18,070
Other 20,703 20,703 - -
Support services: :
Pupil 2,139,346 168,647 1,879,773 (43,098)
Instructional staff 2,142,509 168,580 1,788,699 (63,791)
Board of education 25,776 25,480 21,275 - 21,275
Administration 321,921 76,628 340,913 48,513
Fiscal 202,963 202,963 193,497 193,497
Business _ 150,932 150,932 143,038 143,038
Operations and maintenance 140,959 132,702 144,356 144,356
Pupil transportation 9,600 9,600 9,174 (6,250)
Central 240,032 235832 156,800 155,000
Interest and fiscal charges 37,649 37,649 44 457 44,457
Total expenses $ 6,748,000 $ 1,627,404 $ 5728999 $ 836,898

For all governmental activities, general revenue support is 19.23%. The primary support of the ESC is program
revenues, charges for services, from District’s to which the ESC provides services.
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The graph below presents the ESC’s governmental activities revenue for fiscal year 2008 and 2007,

Governmental Activities - General and Program Revenues
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The ESC’s Funds

The ESC’s govemmental funds reported a combined fund balance of $640,202, which is [ower than last year’s total
of $1,052,862. The schedule below indicates the fund balance and the total change in fund balance as of June 30,
2008 and 2007. .

Fund Balance Fund Balance Percentage

June 30, 2008 June 30, 2007 Decrease Change
- General $ 624381 $ 1,034,930 $ (410,549) (3967 %
Other Governmental 15,821 17,932 (2,111 (11.77) %
Total ¥ 640,202 § 1,052,862 $ (412,660) (39.19) %
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General Fund

The ESC’s general fund balance decreased by $410,549. The table that follows assists in illustrating the financial
activities and fund balance of the general fund.

2008 2007 Increase Percentage

Amount Amount {Decrease) Change
Revenues .
Tuition $ 1,966,893 $ 1,932,929 $ 33,964 1.76 %
Earnings on investments 28,360 40,988 . (12,628) (30.81) %
Contract services 2,960,348 2,777,826 182,522 6.57 %
Intergovernmental 1,268,968 1,323,898 (54,930) (4.15) %
Total $ 6,224,569 $ 6,075,641 5 148928 245 %
Expenditures
Instruction $ 1,253,166 $ 918,063 $ 335,103 36.50 %
Support services 5,204,973 4,507,046 697,927 - 1549 %
Debt service 176,979 176,980 H (0.00) %
Total $ 6,635,118 $ 5,602,089 $ l,033,029 1844 %

Interest revenue decreased 30.81% due to lower interest rates earned on investments compared to the prior year,
Instruction and support services expenses increased due to higher wages and fringe benefit expenses for employees.
All other revenues and expenditures remain comparable to prior years.

Debt Administration and Capital Assets

Debt Administration

At June 30, 2008, the ESC had $536,995 in capital lease obligations and $167,739 in a lease purchase agreement
ouistanding. Of this total, $557,961 is due within one year and $146,773 is due ir greater than one year.

10
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The following table summarizes the loans and lease obligations outstanding.

Outstanding Debt, at Year End

Governmental _ Governmental
Activities Activities
2008 2007
Capital {ease obligation $ 536,995 $ 655,359
Lease purchase agreement 167,739 188,705
Total § 704,734 $ 844,064

See Note 13 to the basic financial statements for additional information on the ESC’s debt administration.

Capital Assets

At the end of fiscal year 2008, the ESC had $1,679,884 invested in land, land improvements, buildings and
improvements, furniture and equipment and vehicles. This entire amount is reported in governmental activities.
The following table shows fiscal year 2008 balances compared to 2007:

Capital Assets at June 30
{Net of Depreciation)

Governmental Activities

2008 2007
Land $ 22,360 $ 22360
Land improvements- 54,585 59,332
Building and improvements 1,442,954 1,506,283
Furniture and equipment 149,485 165,214
Vehicles 10,500 13,500
Total $1,679.884 $ 1,766,689

The overall decrease in capital assets of $86,805 is due to depreciation expense of $104,933 exceeding capital
outlays of $18,128 in the fiscal year.

See Note 9 to the basic financial statements for additional information on the ESC’s capital assets.

Current Fi'nancial Related Activities

Overall, the ESC is financially strong. As the preceding information shows, the ESC relies heavily on contracts with
local, city, exempted village school districts and other entities within the three county area, State foundation
revenue, customer service receipts and grants. Discretionary contracts with districts are expected to decrease in
fiscal year 2008 due to the financial difficulties that districts are facing. However, the ESC anticipates an increase in
contracts for required special education services and classroom technology support. District contracts, along with
the ESC’s cash balance will provide the necessary funds to meet its operating expenses in fiscal year 2008.

11
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The future financial stability of the ESC is not without challenges. Some of those challenges that we will be facing
are:

1.) Continued legislative efforts to realign Ohio’s Regional Educational Delivery System and the
implementation of that system by the Ohio Department of Education. At this point, the ESC is unable to
determine what effect this legislation will have on future state funding and on its financial operations,
however it is assumed that this system will directly affect the ESC’s and the method used to fund the ESC,

2.) Approval of the Ohio Department of Job and Family Services request to discontinue the Community
Alterpative Funding Systems (CAFS) program effective July 1, 2006 will directly affect the method used to
calculate specific special education costs to the districts that we service. Continuation of special education
services is at risk as a result of the additional cost the district is forced to assume.

3.) One of the last challenges facing the ESC is to continue to provide our school districts with the most
innovative and current ideas in classroom technology in a manner that is cost effective to districts that are
already faced with financial difficulties.

The ESC’s systems of budgeting and internal controls are well regarded, All of the ESC’s financial abilities will be
needed to meet the financial challenges of the future.

Contacting the ESC’s Financial Management

This financial repott is designed to provide our citizens, taxpayers, investors and creditors with a general overview
of the ESC’s finances and to show the ESC’s accountability for the money it receives. If you have questions about
this report or need additional financial information contact: Ms. Julie A. Lynch, Treasurer, Tuscarawas-Carroll-
Harrison Educational Service Center, 834 E. High Street, New Philadelphia, Ohio 44663.

12
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TUSCARAWAS-CARROLL-HARRISON EDUCATIONAL SERVICE CENTER

TUSCARAWAS COUNTY, OHIO
STATEMENT OF NET ASSETS
JUNE 30, 2008
Governmental
Activities
Assets:
Equity in pooled cash and cash equivalents. . . b 1,134,789
Receivables:
Intergovernmental . . .. . .. ... ..., 189,615
Loan .. ... ................ : 490
Capital assets:
Land. . .. .. ... ... ... ... ... ' 22,360
Depreciable capital assets,net . . , . . ., ., : 1,657,524
Capital assets,net. . . ... ... ... .... 1,679,884
Totalassets. ., . ... ............. 3,004,778
Liabilities:
Accountspayable. . . . .. .., ... .... ' ‘ 112
Accrued wagesand benefits . . . . ... ... 555,504
Pension obligation payable, . . . . ... ... 93,898
Intergovernmental payable, . . .. ... ... 15,364
Long-term Kabilities:
Due withinone year, . . . ... ... .... 600,524
Due inmore thanoneyear. . . . . ... ... 395,388
Total libilities . . . .. .. ... ....... 1,664,790
Net Assets:
Invested in capital assets, net
ofrelateddebt. . . . ... ... ....... 975,150
Restricted for: '
Locally funded programs. . . . ... .. ... 14,457
State funded programs. . . .. ... ... .. : 1,170
Federally funded programs. . . . . ..., .. 200
Unrestricted. . . . . . .. ........... 349,017
Totalmetassets. . . . ............. $ 1,339,988

SEE ACCOMPANYING NOTES TO THE BASIC FINANCIAL STATEMENTS
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TUSCARAWAS-CARROLL-HARRISON EDUCATIONAL SERVICE CENTER
: TUSCARAWAS COUNTY, OHIO

STATEMENT OF ACTIVITIES
FOR THE FISCAL YEAR ENDED JUNE 30, 2008

Net (Expense)
Revenue and
Changes in
Program Revenues Net Assets
Charges for Operating
Services Grants and Governmental
Expenses and Sales Contributions Activities
Governmental activities:
Instruction:
Regular . .. ............ s 387,220 % - 8 61,110 8 (326,110)
Special . .............. 889,915 852,449 4,363 (33,103)
Vocational . . .........,.. 38,475 - - (38,475)
Other . . ... ........... 20,703 - - (20,703)
Support services: )
Pupil. . . ... ... ... .. . 2,139,346 1,956,595 14,104 (168,647)
Instructional staff. . . .. ..., , 2,142,509 1,888,718 85,211 (168,580)
Board of education . ... ..., . 25,776 - 296 (25,480)
Administration, . .. ... ... .. 321,921 245,293 - (76,628)
Fiseal.. . .............. 202,963 - - (202,963}
Business. . . ... ......... 150,932 - - (150,932)
Operations and maintenance . , . . 140,959 - 8,257 (132,702)
Pupil ransportation. . . . ..., ., 9,600 - - (9,600)
Cenfral . . .. ... ........ 240,032 - 4,200 (235,832)
Interest and fiscal charges. . . . . . 37,649 - - (37,649)
Total governmental activities . . . . . 3 6,748,000 § 4,943,055 $ 177,541 (1,627,404)
General Revenues:
Grants and entitiements not restricted
to specific programs. . . . ... ... ... 1,268,968
Investmentearnings . . . . ... ...... 28,360
Total general revenues, . . .. ... .... 1,297,328
Change innetassets. . . . ......... {330,076)
Net assets at beginning of year . . . ... 1,670,064
Net assets atend of year., . . .. ... .. $ 1,339,988

SEE ACCOMPANYING NOTES TO THE BASIC FINANCIAL STATEMENTS
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TUSCARAWAS-CARROLL-HARRISON EDUCATIONAL SERVICE CENTER

TUSCARAWAS COUNTY, OHIO
BALANCE SHEET
GOVERNMENTAL FUNDS
JUNE 30, 2008
Other Total
Governmental Governmental
General Funds Funds

Assets:
Equity in pooled cash .

and cashequivalents. . . . .......... i) 1,118,968 $ 15,821 L) 1,134,789
Receivables: _

Intergovernmental . . .. ........... 189,615 - 189,615

Loans . .. ...... .. .. ... ..., . 490 - 490
Totalassets . .. ................ g 1,309,073 $ 15,821 3 1,324,894
Liabilities:
Accountspayable . . . ... ... ....... $ 112 $ - $ 112
Accrued wagesand benefits, . ., , . ... .. 559,504 ) - 559,504

_Intergovernmental payable. . . .. . ... ... 15,364 - 15,364

Pension obligation payable. . ... ...... 93,898 - - 93,898
Deferredrevenee. . . . ... ... ....... 15,814 - 15,814
Total liabilities. . . . ... ........... 684,692 - 684,692 -
Fund Balances:
Reserved forencumbrances . . . . .. ... .. - 200 200
Unreserved, undesignated, reported in:

Generalfund ... ... ......... . 624,381 - 624,381

Special revenue funds. . . . . . ... ... .. - 15,621 15,621
Total fund balances . . . .. .......... 624,381 15,821 640,202
Total liabilities and fund balances. . . . . . . . $ 1,309,073 $ 15,821 $ 1,324,894

SEE ACCOMPANYING NOTES TO THE BASIC FINANCIAL STATEMENTS
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TUSCARAWAS-CARROLL-HARRISON EDUCATIONAL SERVICE CENTER
TUSCARAWAS COUNTY, OHIO

RECONCILIATION OF TOTAL GOVERNMENTAL FUND BALANCES TO

NET ASSETS OF GOVERNMENTAL ACTIVITIES

JUNE 30, 2008

Total governmental fund balances

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

Capital assets used in governmental activities are not financial
resources and therefore are not reported in the funds.

Other long-term assets, such as intergovernmental receivables, are
not available to pay for current-period expenditures and therefore
are deferred in the funds,

Long-term liabilities, are not due and payable in the current period
therefore are not reported in the funds
Compensated absences
Capital lease obligation
Lease-purchase agreement

Total

Net assets of governmental activities

SEE ACCOMPANYING NOTES TO THE BASIC FINANCIAL STATEMENTS
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TUSCARAWAS-CARROLL-HARRISON EDUCATIONAL SERVICE CENTER
TUSCARAWAS COUNTY, OHIO '

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES

GOVERNMENTAL FUNDS
FOR THE FISCAL YEAR ENDED JUNE 30, 2008

Other Total

Governmental Governmental
General ) Funds Funds
Revenues:
From local sources: : :
Tuition. . . ... .. ............ $ 1,966,893 ) - $ 1,966,893
Earnings on investments. . . . .. ... .. 28,360 - 28,360
Confractservices. . . . .. ... ..... 2,960,348 - 2,960,348
Intergovernmental - Intermediate . . . , . . . - 3,725 3,725
Intergovernmental - State. . . . .. ... .. 1,266,834 103,353 1,370,187
Intergovernmental - Federal . . .. . .. .. ‘ 2,134 70,463 72,597
Totalrevenues. . . . . ... ... ...... ; 6,224,569 177,541 6,402,110
Expenditures:
Current:
Instruction:
Regular. . . .. ............. 312,173 61,110 373,283
Special. . . . ... ... . ... ... . 881,815 4,366 886,181
Vocational. . . ... ........... 38,475 ' - 38,475
Other. . . . ... ... ... ...... 20,703 - 20,703
Support services:
Pupil. ... .. ..., . ... ... 2,130,001 14,560 2,144,561
Instructionalstaff . . . ... ... . ... : 2,056,109 86,821 2,142,930
Board of education . . ... .....,. 25,444 332 25,776
Administration. . . .. ... .. ..... 267,032 - 267,032
Fiscal . .. ... ... .......... 196,880 - 196,880
. Business. . ................ 151,729 - 151,729
Operations and maintenance. . , . ., . . . 132,739 8,263 141,002
Pupil transportation. . . . . ... .... 9,600 - 9,600
Central. . . ... ............. 235,439 4,200 239,639
Debt service:
Principal retirement . . . . . ... .. .. 139,330 - 139,330
Interest and fiscal charges. . . . . . ... 37,649 - 37.649
Total expenditures. . . . . ... ... ... 6,635,118 179,652 6,814,770
Net change in fund balances. . . . . ... . (410,549) (2,111) (412,660)
Fund balance at beginning of year. .. . . 1,034,930 17,932 1,052,862
Fund balances at end of year. . . . .. . b 624,381 $ 15,821 $ 640,202

SEE ACCOMPANYING NOTES TO THE BASIC FINANCIAL STATEMENTS
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TUSCARAWAS-CARROLL-HARRISON EDUCATIONAL SERVICE CENTER
TUSCARAWAS COUNTY, OHIO

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS
TO THE STATEMENT OF ACTIVITIES

FOR THE FISCAL YEAR ENDED JUNE 30, 2008

Net change in fund balances - total governmental funds

$  (412,660)
Amounts reported for governmental activities in the
statement of activities are different because:

Governmental funds report capital outlays as expenditures. However,

in the statement of activities, the cost of those assets is allocated over

their estimated useful lives as depreciation expense. This is the

amount by which depreciation expense exceeds capital outlays in the

current period.

Capital asset additions $
Current year depreciation

-18,128
Total

(104,933}

(86,805)
Revenues in the statement of activities, such as contract service revenue,

that do not provide current financial resources are not reported as
revenues in the funds.

: . 15,814
Repayment of principal is an expenditure in the governmental funds,

but the repayment reduces long-term liabilities on the statement
of net assets.

139,330
Some expenses reported in the statement of activities, such as

compensated absences, do not require the use of current financial

resources and therefore are not reported as expenditures in
governmental funds.

14,245
Change in net assets of governmental activities

$ {330,076)

SEE ACCOMPANYING NOTES TO THE BASIC FINANCIAL STATEMENTS

18



TUSCARAWAS-CARROLL-HARRISON EDUCATIONAL SERVICE CENTER
TUSCARAWAS COUNTY, OHIO

STATEMENT OF FIDUCIARY NET ASSETS

FIDUCIARY FUNDS
JUNE 30, 2008
Agency
Assets:
Equity in pooled cash

and cashequivalents . . . ... .. ... . $ 593,559
Receivables: :

Intergovernmental . . .. .. ... .. .. 173,282
Totalassets. . . . . ............. $ 766,841
Liabilities:

Accountspayable. . . .. .......... 5 i 767
Accrued wages and benefits . . . .. .. .. ‘ 51,048
Pension obligation payable. . . . . ... .. : 9,166
Intergovernmental payable. . , , . ... .. 174,863
Loanpayable. . . . ... .......... 490
Undistributed monies. . . . ......... 503,195
Duetostudents. . . . . .......,... ’ 27,312
Total liabilities . . . . ... ...... S $ 766,841

SEE ACCOMPANYING NOTES TO THE BASIC FINANCIAL STATEMENTS
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TUSCARAWAS-CARROLL-HARRISON EDUCATIONAL SERVICE CENTER
TUSCARAWAS COUNTY, OHIO

NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2008

NOTE 1 - DESCRIPTION OF THE EDUCATIONAL SERVICE CENTER

The Tuscarawas-Carroll-Harrison Educational Service Center (the “ESC”) is a body politic and corporate
established for the purpose of exercising the rights and privileges conveyed it by the constitution and laws
of the State of Ohio and as defined by Section 3313.01 of the Ohio Revised Code. The ESC supplies
supervisory, administrative and other needed services to participating school districts.

The ESC operates under an elected seven-member Governing Board. This Board acts as the authorizing
body for expenditures, policy and procedures and approves all financial activities. The ESC is staffed by
55 non-certified employees and 92 certified employees to provide services to approx:mate[y 12,624
students in 12 districts throughout Tuscarawas, Catrroil and Harrison counties.

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLiCIES

The basic financial statements of the ESC 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 ESC also applies Financial Accounting
Standards Board (FASB) Statements and Interpretations issued on or before November 30, 1989, to its
governmental activities fund provided they do not conflict with or contradict GASB pronouncements. The
ESC’s significant accounting policies are described below,

A. Reporting Entity

The reporting entity has been defined in accordance with GASB Statement No. 14, “The Financial

Reporting Entity” as amended by GASB Statement No. 39, “Determining_Whether Certain

Organizations Are Component Units”, The reporting entity is composed of the primary government,
component units and other organizations that are included to ensure that the basic financial statements

of the ESC are not misleading. The primary government consists of all funds, departments, boards and
agencies that arc not legally separate from the ESC. For the ESC, this includes all funds and activities
whose primary purpose is providing necessary services to area school districts. :

Component units are legally separate organizations for which the ESC is financially accountable. The
ESC is financially accountable for an organization if the ESC appoints a voting majority of the
organization’s governing board and (1) the ESC is able to significantly influence the programs or
services performed or provided by the organization; or (2) the ESC is legally entitled to or can
otherwise access the organization’s resources; or (3) the ESC is legally obligated or has otherwise
assumed the responsibility to finance the deficits of, or provide financial support to, the organization;
or (4) the ESC is obligated for the debt of the organization. Component units may also include
organizations that are fiscally dependent on the ESC. Based upon the application of these criteria, the
ESC has no component units. The basic financial statements of the reporting entity include only those
of the ESC (the primary government).
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (Continued)
The following organizations are described due to their relationship to the ESC:

JOINTLY GOVERNED ORGANIZATION

Ohio Mid-Eastern Regional Education Service Agency (OME-RESA)

OME-RESA is a computer service organization whose primary function is to provide information
technology services to its member districts with the major emphasis being placed on accounting,
payroll and inventory controf services. Other areas of service provided by OME-RESA include pupil
scheduling, attendance and grade reporting, career guidance services, special education records and test
scoring.

OME-RESA is one of 23 regional service organizations serving over 600 public districts in the State of
Ohio that make up the Ohio Educational Computer Network (OECN). These service organizations are
known as Data Acquisition Sites. The OECN is a collective group of Data Acquisition Sites,
authorized pursuant to Section 3301.075 of the Ohio Revised Code and their member districts. Such

+ sites, in conjunction with the Ohio Department of Education (ODE), comprise a statewide delivery
system fo provide comprehensive, cost-efficient accounting and other administrative and instructional
computer services for participating Ohio districts.

Major funding for this network is derived from the State of Ohio. In addition, a majority of the
software utilized by the OME-RESA is developed by the ODE,

OME-RESA is owned and operated by 49 member districts in 10 different Ohio counties. The
member districts are comprised of public districts and county Boards of Education. Each member
district pays an annual fee for services provided by OME-RESA. OME-RESA is governed by a Board
of Directors, which is selected by the member districts. Each member district has one vote in all
matters and each member district’s control over budgeting and financing of OME-RESA is limited to
its voting authority and any representation it may have on the Board of Directors.

OME-RESA is located at 2023 Sunset Blvd., Steubenville, Ohio 43952. The Jefferson County
Educational Service Center is one of OME-RESA’s member districts and acts in the capacity of fiscal
agent for OME-RESA.

INSURANCE PURCHASING POOLS

Ohio School Boards Association Workers® Compensation Group Rating Program
The ESC participates in the Ohio School Boards Association Workers® Compensation Group Rating
Program (GRP), an insurance purchasing pool. The GRP is a group rating plan for worker's
compensation as established under Section 4123.29 of the Ohio Revised Code. The GRP’s business
and affairs are conducted by a three member Board of Directors consisting of the President, the
President-Elect and the Immediate Past President of the Ohio School Board Association (OSBA). The
* Executive Director of the OSBA, or his designee, serves as coordinator of the program. Each year, the
participating school districts pay an enrollment fee to the GRP to cover the costs of administering the
program.
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (Continued)

Ohio School Plan .
The Ohio School Plan (the “Plan™) is a shared liability, property and fleet insurance risk pool which is
governed by a board of thirteen school superintendents, business managers and treasurers. Harcum-
Schuett, the insurance agency, has one board seat. OSBA, BASA, and OASBQ executive directors
serve as ex-officio members. 450 educational entities are served by the Plan. The Plan’s board elects
officers for one year terms to serve as the Board of Directors. The assembly exercises control over the
operation of the Plan. All Plan revenues are generated from charges for services. For more
information, write to the Ohio School Plan, Harcum-Schuett Insurance Agency, Inc., 246 Sycamore
Street, Columbus, Chio 43206. '

RISK SHARING POOL

Tuscarawas-Conotton Valley Local Schools Benefit Trust Health Consortium (the “Trust™)

The Trust is a public entity shared risk pool consisting of one local school district and two county
Educational Service Centers. The Trust is organized as a Voluntary Empioyee Benefit Association
under Section 501 (c) (9) of the Internal Revenue Code and provides sick, and in some cases, dental,
vision and prescription drug benefits to the employees of the participating entities. Each participating
entity Superintendent is appointed to an Administrative Committee, which advises the Third-Party
Administrator, CoreSource Insurance, concerning aspects of the administration of the Trust.

Each entity decides which plans offered by the Trust will be extended to its employees. The ESC
participates in the health care benefits only. Participation in the Trust is by written application subject
to acceptance by the Administrative Committee and payment of the monthly premiums. Financial
information can be obtained from Benefit Services, Inc. P.O. Box 4138, Akron, Ohio 44321,

The ESC serves as fiscal agent and custodian of the Trust, but is not accountable; therefore the
operations of the Trust have been excluded from the ESC’s financial statements, but funds held on
behalf of the Trust are included as an agency fund.

B. Fund Accounting

The ESC uses funds to maintain its financial records during the year. A fund is defined as a fiscal and
accounting entity with a self balancing set of accounts, There are three categories of funds:
governmental, proprietary and fiduciary.

GOVERNMENTAL FUNDS

Governmental funds are those through which most governmental functions typically are financed.
Governmental fund reporting focuses on the sources, uses and balances of current financial resources,
Expendable assets are assigned to the various governmental funds according to the purposes for which
they may or must be used. Current liabilities are assigned to the fund from which they will be paid.
The difference between governmental fund assets and liabilities is reported as fund balance. The
follewing is the ESC’s major governmental fund:

General Fund - The general fund is used to account for all financial resources except those

required to be accounted for in another fund. The general fund balance is available for any
purpose provided it is expended or transferred according to the general laws of Ohio.
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (Continued)

Other governmental funds of the ESC are used to account for {a) financial resources to be used for the
acquisition, construction, or improvement of capital facilities other than those financed by trust funds;
and (b} for grants and other resources whose use is restricted to a particular purpose.

PROPRIETARY FUNDS

Proprietary funds are used to account for the ESC’s ongoing activities which are similar to those often
found in the private sector. The ESC has no proprietary funds.

FIDUCIARY FUNDS

Fiduciary fund reporting focuses on net assets and changes in net assets. The fiduciary fund category
is split into four classifications: pension trust funds, investment trust funds, private-purpose trust funds
and agency funds. Trust funds are used to account for assets held by the ESC under a trust agreement
for individuals, private organizations, or other governments and are therefore not available to. support
the ESC’s own programs. The ESC has no trust funds. Agency funds ave custodial in nature (assets
equal liabilities) and do not involve measurement of results of operations. The ESC’s agency funds
account for various resources held for other organizations and individuals including funds held on
behalf of the State Support Team to pay individuals at an office in New Philadelphia.

C. Basis of Presentation and Measurement Focus

Governmeni-wide Financial Statements - The statement of net assets and the statement of activities
display information about the ESC as a whole. These statements include the financial activitics of the

primary government, except for fiduciary funds.

The government-wide statement of activities presents a comparison between direct expenses and
program revenues for each function or program of the governmental activities of the ESC. Direct
expenses are those that are specifically associated with a service, program or department and therefore
clearly identifiabie to a particular function. Program revenues include amounts paid by the recipient of
goods or services offered by the program and grants and contributions that are restricted to meeting the
operational or capital requirements of a particular program. Revenues not classified as program
revenues are presented as general revenues of the ESC.

The government-wide financial statements are prepared using the economic resources measurement
focus. All assets and all liabilities associated with the operation of the ESC are included on the

statement of net assets.

Frund Financial Statements - Fund financial statements report detailed information about the ESC. The
focus of governmental fund financial statements is on major funds rather than reporting funds by type.
Each major fund is presented in a separate column and all nonmajor funds are aggregated into one
column. Fiduciary funds are reported by fund type.

23



TUSCARAWAS-CARROLL-HARRISON EDUCATIONAL SERVICE CENTER
TUSCARAWAS COUNTY, OHIO

NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2008

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (Continued)

All governmental funds are accounted for using a flow of current financial resources measurement
focus. With this measurement focus, only current assets and current liabilities generally are included
on the balance sheet. The statement of revenues, expenditures and changes in fund balances reports on
the sources (i.e., revenues and other financing sources) and uses (i.c., expenditures and other financing
uses) of current financial resources. This approach differs from the manner in which the governmental
activities of the government-wide financial statements are prepared. Governmental fund financial
statements therefore include a reconciliation with brief explanations to better identify the relationship
between the government-wide statements and the statements for governmental funds,

Agency funds do not report a measurement focus as they do not report operations.

Basis of Accounting

Basis of accounting determines when transactions are recorded in the financial records and reported on
the financial statements. Government-wide financial statements are prepared using the accrual basis of
accounting, Governmental funds use the modified accrual basis of accounting. Fiduciary funds also
use the accrual basis of accounting,

Revenues - Exchange and Non-exchange Transactions - Revenue resulting from exchange transactions,
in which each party gives and receives essentially equal value, is recorded on the accrual basis when
the exchange takes place. On a modified accrual basis, revenue is recorded in the fiscal year in which
the resources are measurable and become available. Available means that the resources will be
collected within the current fiscal year or are expected to be collected soon enough thereafter to be
used to pay liabilities of the current fiscal year. For the ESC, available means expected to be received
within sixty days of fiscal year-end.

NoneXchange transactions, in which the ESC receives value without directly giving equal value in
return, include grants, entitlements and donations.

Revenue from grants, entitlements and donations is recognized in the fiscal year in which all eligibility
requirements have been satisfied. 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 ESC must provide local resources to be used for a specified
purpose, and expenditure requirements, in which the resources are provided to the ESC on a
reimbursement basis. On a modified accrual basis, revenue from nonexchange transactions must also
be available before it can be recognized.

Under the modified accrual basis, the following revenue sources are considered to be both measurable
and available at fiscal year-end: interest, tuition, grants and entitlements and contract services,

Unearned Revenue and Deferred Revenue - Unearned revenue and deferred revenue arise when assets
are recognized before revenue recognition criteria have been satisfied.

Revenues received in advance of the fiscal year for which they are intended to finance have been
recorded as unearned revenue, Grants and entitlements received before the eligibility requirements are
met are recorded as deferred revenue.

On governmental fund financial statements, receivables that wiil not be collected within the available
period have been reported as deferred revenue.
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (Continued)

Lxpenses/Expenditures - On the accrual basis of accounting, expenses are recognized at the time they

are incurred,

The measurement focus of governmental fund accounting is on decreases in net financial resources
{expenditures) rather than expenses. Expenditures are generally recognized in the accounting period in
which the related fund liability is incurred, if measurable. Allocations of cost, such as depreciation and
amortization, are not recognized in governmental funds, ‘

Cash and Investments

To improve cash management, cash received by the ESC is pooled in a central bank account. Monies
for all funds are maintained in this pool. Individual fund integrity is maintained through the ESC’s
records. Each fund’s interest in the pool is presented as “equity in pooled cash and cash equivalents”
on the basic financial statements.

During fiscal year 2008, investments were limited to State Treasury Asset Reserve of Ohio (STAR
Ohio). Investments in STAR Ohio are reported at fair value, which is based on quoted market prices.

The ESC has invested funds in STAR Ohio during fiscal year 2008. STAR Ohio is an investment pool
managed by the State Treasurer’'s Office, which allows governments within the State to pool their
funds for investment purposes. STAR Ohio is not registered with the SEC as an investment company,
but does operate in a manner consistent with Rule 2a7 of the Investment Company Act of 1940,
Investments in STAR Ohio are valued at STAR Ohio’s shares price which is the price the investment
could be sold for on June 30, 2008,

Under existing Ohio statutes all investment earnings are assigned to the general fund unless statutorily
required to be credited to a specific fund or by policy of the Governing Board. Investment earnings are
assigned to the general fund. Interest revenue credited to the general fund during fiscal year 2008
amounted to $28,360, which includes $3,732 assigned from other funds.

For presentation on the basic financial statements, investments of the cash management pool and
investments with original maturities of three months or less at the time they are purchased by the ESC
are considered to be cash equivalents,

An analysis of the ESC’s investment account at fiscal year-end is provided in Note 4.

Capital Assets

General capital assets result from expenditures in the governmental funds. These assets are reported in
the governmental activities column of the government-wide statement of net assets, but are not
reported in the fund financial statements.

Ali capital assets are capitalized at cost (or estimated historical cost) and updated for additions and
retirements during the year. Donated capital assets are recorded at their fair market values as of the
date received. The ESC’s capitalization threshold is $1,500. Improvements are capitalized; the costs
of normal maintenance and repairs that do not add to the value of the assét or materially extend an
asset’s life are not. The ESC does not possess infrastructure.
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (Continued)

All reported capital assets except land are depreciated. Improvements are depreciated over the
remaining useful lives of the related capital assets. Depreciation is computed using the straight-line
method over the following useful lives:

Govemmental
Activities
Description Estimated Lives
Land improvements 20 years
Buildings and improvements 20 - 50 years
Furniture and equipment 5~ 20 years
Vehicles : 8 years

Interfund Balances

Receivables and payables resulting from loans from governmental funds to the agency fund are
classified as “loans receivable/payable.” '

Compensated Absences

The ESC reports compensated absences in accordance with the provisions of GASB Statement No. 16,

“Accounting for Compensated Absences™. Vacation benefits are accrued as a lability as the benefits
are earned if the employees” rights to receive compensation are attributed to services already rendered
and it is probable that the ESC will compensate the employees for the benefits through paid time off or
some other means. The ESC records a liability for accumulated unused vacation time when earned for
those eligible employees with more than one year of service.

Sick leave benefits are accrued as a liability using the vesting method. The liability includes the
employees who are currently eligible to receive termination benefits and those the ESC has identified
as probable of receiving payment in the future. The liability is based on accumulated sick leave and
employee wage rates at fiscal year-end, taking into consideration any limits specified in the ESC’s
termination policy.

The entire compensated absence liability is reported on the government-wide financial statements.

For governmental fund financial statements, the current portion of unpaid compensated absences is the
amount expected to be paid using expendable available resources. These amounis are recorded in the
account “compensated absences payable” in the fund from which the employees who  have
accumulated unpaid leave are paid. The noncurrent portion of the liability is not reported.

Accrued Liabilities and Long-Term Obligations

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

In general, govermmental fund payables and accrued liabilities that, once incurred, are paid in a timely
manner and in full from current financial resources, are reported as obligations of the funds. However,
compensated absences that will be paid from governmental funds are reported as a liability in the fund
financial statements only to the extent that they are due for payment during the current year.
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- NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (Continuedj

J.

Fund Balance Reserves

The ESC reserves those portions of fund equity which are legally segregated for a specific future use
or which do not represent available expendable resources and thercfore are not available for
appropriation or expenditure. Unreserved fund balance indicates that portion of fund equity which is
available for appropriation in future periods. Fund equity reserves have been established for

encumbrances.
Net Assets

Net assets represent the difference between assets and liabilities. Net assets invested in capital assets,
net of related debt consist of capital assets, net of accumulated depreciation, reduced by the
outstanding balances of any borrowings used for the acquisition, construction or improvement of those
assets. Net assefs are reported as restricted when there are limitations imposed on their use either
through the enabling legislation or through external restrictions imposed by creditors, grantors or laws
or regulations of other governments.

The ESC applies restricted resources first when an expense is incurred for purposes for which both
restricted and unrestricted net assets are available.

Estimates

The preparation of the basic financial statements in conformity with GAAP requires management to
make estimates and assumptions that affect the amounts reported in the basic financial statements and
accompanying notes. Actual results may differ from those estimates.

Interfund Activity

Exchange transactions between funds are reported as revenues in the seller funds and as
expenditures/expenses in the purchaser funds. Flows of cash or goods from one fund to another
without a requirement for repayment are reported as interfund transfers. Interfund transfers are
reported as other financing sources/uses in governmental funds. Repayments from funds responsible
for particular expenditures/expenses to the funds that initially paid for them are not presented on the
basic financial statements. The ESC made no interfund transfers during fiscal year 2008.

Extraordinary and Special Items

Extraordinary items are transactions or events that are both unusual in nature and infrequent in
occurrence. Special items are transactions or events that are within the control of the Goveming Board
and that are either unusual in nature or infrequent in occurrence. Neither type of transaction oceurred
during fiscal year 2008.
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NOTE 3 - CHANGE IN ACCOUNTING PRINCIPLES

For fiscal year 2008, the ESC has implemented GASB Statement No. 45, “Accounting and Financial
Reporting for Postemplovment Benefits Other than Pensions”, GASB Statement No. 48, “Sales and
Pledges of Receivables and Future Revenues and Intra-Entity Transfers of Assets and Future Revenues”
and GASB Statement No. 50, “Pension Disclosures”.

GASB Statement No. 45 establishes uniform standards of financial reporting for other postemployment
benefits and increases the usefulness and improves the faithfulness of representations in the financial
reports. The implementation of GASB Statement No. 45 did not have an effect on the financial statements
of the ESC; however, certain disclosures related to postemployment benefits (see Note 16) have been
modified to conform to the new reporting requirements.

GASB Statement No. 48 establishes criteria to ascertain whether certain transactions should be regarded as
sales or as collateralized borrowings, as well as disclosure requirements for future revenues that are
pledged and sold. The implementation of GASB Statement No. 48 did not have an effect on the financial
statements of the ESC,

GASD Statement No. 50 establishes standards that more closely align the financial reporting requirements
for pensions with those of other postemployment benefits. The implementation of GASB Statement No. 50
did not have an effect on the financial statements of the ESC.

NOTE 4 - DEPOSITS AND INVESTMENTS
State statutes classify monies held by the ESC into three categories.

Active deposits are public deposits necessary to meet current demands on the treasury. Such monies must
be maintained either as cash in the ESC treasury, in commercial accounts payable or withdrawable on
demand, including negotiable order of withdrawal (NOW) accounts, or in money market deposit accounts,

Inactive deposits are public deposits that the Governing Board has identified as not required for use within
the current five year peried of designation of depositories. Inactive deposits must either be evidenced by
certificates of deposit maturing not later than the end of the current period of des:gnatlon of depositories, or
by savings or deposit accounts including, but not limited to, passbock accounts.

Interim deposits are deposits of interim monies. Interim monies are those monies, which are not needed for
immediate use, but which will be needed before the end of the current period of designation of depositories,
Interim deposits must be evidenced by time certificates of deposit maturing not more than one year from.
the date of deposit or by savings or deposit accounts including passbook accounts.

Interim monies may be deposited or invested in the following securities:

1. United States Treasury Notes, Bills, Bonds, or any other obligation or security issued by the United
States Treasury or any other obligation guaranteed as to principal and interest by the United States;

2. Bonds, notes, debentures, or any other obligations or securities issued by any federal government
agency or instrumentality, including but not limited to, the Federal National Mortgage Association,
Federal Home Loan Bank, Federal Farm Credit Bank, Federal Home Loan Mortgage Corporation,
Government National Mortgage Association and Student Loan Marketing Association. All federal
agency securities shall be direct issuances of federal government agencies or instrumentalities;
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NOTE 4 - DEPOSITS AND INVESTMENTS - (Continued)

3. Written repurchase agreements in the securities listed above provided that the market value of the
securities subject to the repurchase agreement must exceed the principal valué of the agreement by at
least two percent and be marked to market daily, and that the term of the agresment must not exceed

thirty days;
4. Bonds and other obligations of the State of Chio;

5. No-load money market mutual funds consisting exclusively of obligations described in items (1) and
(2) above and repurchase agreements secured by such obligations, provided that investments in
securities described in this division are made only through eligible institutions; '

6. The State Treasurer's investment pool (STAR Ohio);

7. Certain banker’s acceptance and commercial paper notes for a period not to exceed one hundred eighty
days from the purchase date in an amount not to exceed twenty-five percent of the interim monies
available for investment at any one time; and,

8. Under limited circumstances, corporate debt interests rated in either of the two highest classifications
by at least two nationally recognized rating agencies.

Protection of ESC's deposits is provided by the Federal Deposit Insurance Corporation (FDIC), by eligible
securities pledged by the financial institution as security for repayment, by surety company bonds deposited
with the Treasurer by the financial institution or by a single collateral pool established by the financial
institution to secure the repayment of all public monies deposited with the institution.

Investments in stripped principal or interest obligations, reverse repurchase agreements and derivatives are
prohibited. The issuance of taxable notes for the purpose of arbitrage, the use of leverage and short selling
are also prohibifed. An investment must mature within five years from the date of purchase unless matched
to a specific obligation or debt of the ESC, and must be purchased with the expectation that it will be held
to maturity. Investments may only be made through specified dealers and institufions. Payment for

* investments may be made only upon delivery of the securities representing the investments to the Treasurer
or qualified trustee or, if the securities are not represented by a certificate, upon receipt of confirmation of
transfer from the custodian.

A. Deposits with Financial Institutions

At June 30, 2008, the carrying amount of all ESC deposits was $985,105. Based on the criteria
described in GASB Statement No. 40, “Deposits and Investment Risk Disclosures™, as of June 30,
2008, $1,320,173 of the ESC’s bank balance of $1,420,173 was exposed to custodial risk as discussed
below, while $100,000 was covered by the Federal Deposit Insurance Corporation,
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Custodial credit risk is the risk that, in the event of bank failure, the ESC’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
rescrve 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 ESC. The ESC 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 ESC to a successful claim by the FDIC,

Investments

As of June 30, 2008, the ESC had the followiﬁg investments and maturities:

Investment
_ Maturities
6 months or
Investment type Fair Value less
STAR Ohio § 743243 0§ 743,243

Interest Rate Risk: As a means of limiting its exposure to fair value losses arising from rising interest
rates and according to State law, the ESC’s investment policy limits investment portfolic maturities to
five years or less.

Credit Risk: Standard & Poor’s has assigned STAR Ohio an AAAm money market rating.

Custodial Credit Risk: For an investment, custodial credit risk is the risk that, in the event of the
failure of the counterparty, the ESC will not be able to recover the value of its investment or collateral
securities that are in the possession of an outside party. The ESC’s investment policy does not
specifically address custodial credit risk beyond the adherence to all relevant sections of the Ohio
Revised Code.

Concentration of Credit Risk: The ESC places no limit on the amount that may be invested in any one
issuer. The following table includes the percentage of each investment type held by the ESC at June
30,2008:

Invéstment type Fair Value % of Total
* STAR Ohio $ 743243 ~100.00
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NOTE 4 - DEPOSITS AND INVESTMENTS - {Continued)
C. Reconciliation of Cash and Investments to the Statement of Net Assets

The following is a reconciliation of cash and investments as reported in the note above to cash and
investments as reported on the statement of net assets as of June 30, 2008:

Cash and investments per note

Carrying amount of deposits $ 985,105
Investments 743,243
Total ' - $1,728,348
Cash and investments per statement of net assets
Governmental activities $1,134,789
Agency funds 593,559
Total $1,728.348

NOTE 5 - INTERFUND TRANSACTIONS

Loans between governmental funds and the agency fund are reported as “loans receivable/payable” on the
financial statements. The District had the following loan outstanding at fiscal year end:

Loan from Loan to : Amount
General Agency 5 490

This loan is expected to be repaid in the subsequent year as resources become available in the agency
funds.

NOTE 6 - STATE FUNDING
The ESC is funded by the State Board of Education from State funds for the cost of Part (A) of the budget.

Part (B) of the budget is funded in the following way: $6.50 times the Average Daily Membership (ADM-
the total number of pupils under the ESC’s supervision) is apportioned by the State Board of Education
from the local school districts to which the ESC provides services from payments made under the State’s
foundation program. Simultaneously, $40.52 times the sum of the ADM is paid by the State Board of
Education from State funds to the ESC, In fiscal year 2008, the State Board of Education reduced ESC
funding by approximately 9.8%.

If additional funding is required and if a majority of the boards of education of the participating school
districts approve, the cost of Part (B) of the budget that is in excess of $43.50 times ADM approved by the
State Board of Education is apportioned to the participating school districts through reductions in their state
foundation. The State Board of Education initiates and supervises the procedure by which the participating
boards approve or disapprove the apportionment. The local school districts to which the ESC provides
services have agreed to pay $8.50 per pupil to provide additional funding for services provided by the
ESC,
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TUSCARAWAS-CARROLL-HARRISON EDUCATIONAL SERVICE CENTER
TUSCARAWAS COUNTY, OHIO

NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2008

NOTE 7 - RECEIVABLES

Receivables at June 30, 2008 consisted of intergovernmental grants and entitlements. All receivables are
considered collectible in full due to the stable condition of State programs and the current year guarantee of
federal funds. A summary of the items of receivables reported on the statement of net assets follows:

Governmental Activities:
Intergovernmental $ 189,615

Receivables have been disaggregated on the face of the basic financial statements. All receivables are
expected to be collected in the subsequent year.

NOTE 8 - OPERATING LEASE - LESSOR DISCLOSURE

During fiscal year 2008, the ESC entered into an operating lease with Buckeye Joint Vocational School
District {the “District”™) for the use of a building that will be donated to the ESC and then leased back to the
District. This lease meets the criteria of an operating lease as defined by FASB Statement No. 13
“Accounting for Leases”. The lease payment is $2,000 per month; however, the District has paid
construction costs for the building and may use these costs as a credit against the rent payment. At June 30,
2008, the District paid $321,083 in construction costs and the building was not completed and had not been
turned over to the ESC by the District. The lease payments from the District will not be due until the
construction of the building is completed, which is expected to occur during fiscal year 2009.
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TUSCARAWAS-CARROLL-HARRISON EDUCATIONAL SERVICE CENTER
TUSCARAWAS COUNTY, OHIO :

NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2008

NOTE 9 - CAPITAL ASSETS

. Capital asset activity for the fiscal year ended June 30, 2008, was as follows:

Balance Balance
06/30/47 Additions =~ Deductions __06/30/08
Governmental Activities
Capital assefs, not being depreciated:

Land $ 22360 $ - 8 - § 22,360
Tootal capital assets, not being depreciated 22,360 - - 22,360
Capital assets, being depreciated:

Land improvements 94,933 - - 94,933

Buildings and improvements 1,865,701 - - 1,865,701

Furniture and equipment 349,626 18,128 (11,561) 356,193

Vehicles 24,000 - - 24,000

. Total capital assets, being depreciated 2,334,260 18,128 (11,561) 2,340,827
Less: accumulated depreciation

Land improvements {(35,601) (4,747) - (40,348)

Buildings and improvements (359,418) {63,329) : - (422,747)

Furniture and equipment (184,412) (33,857) 11,561 (206,708)

Vehicles (10,500) (3,000) - {13,500)
Total accumulated depreciation (589,931)  (104,933) 11,561 (683,303)
Governmental activities capital assets,net  $§ 1,766,689 $ (86,805) § - § 1,679,884

Depreciation expense was charged to governmental functions as follows:

Instruction:
Regular $ 15,580
Special : 708
Support Services:
Pupil 1,574
Instructional staff 20,673
Administration 57,488
Fiscal 624
Business 8,198
Central 38
Total depreciation expense § 104,933
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TUSCARAWAS-CARROLL~-HARRISON EDUCATIONAL SERVICE CENTER
TUSCARAWAS COUNTY, OHIO

NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2008

NOTE 10 - CAPITAL LEASES - LESSEE DISCLOSURE

On April 11, 2002 the ESC entered into a lease-purchase with J.P. Morgan Chase for financing the
acquisition, renovation, rehabilitation, furnishing, equipping and otherwise improving a building for use as
an administration building, - ’

Capital assets consisting of building and improvements have been capitalized in the amount of $1,300,000,
This amount represents the present value of the minimum lease payments at the time of acquisition.
Accumulated depreciation as of June 30, 2008 was $357,500, leaving a current book value of $942,500. A
corresponding liability was recorded in the government-wide financial statements. Principal payments in
the 2008 fiscal year totaled $118,364, paid by the general fund.

The following is a schedule of the future long-term minimum lease payments required under the lease-
purchase agreement and the present value of the minimum lease payments as of June 30, 2008.

Yea}:l;';z:iling, Payments
2009 $ 567,421
Total minimum lease payment 567,421
Less: amount representing interest (30,426)
Present value of minimum lease payments $ 536,995

In conjunction with the lease-purchase agreement, the ESC entered into a ground-lease agreement whereby
the ESC subleases the real property upon which the renovations and building improvements are being made
to JP Morgan Chase Leasing Corporation. The ESC is the lessor and JP Morgan Chase Leasing
Corporation is the lessee under the ground-lease agreement. The sublease commenced on April 11, 2002
and terminates on April 11, 2014, or earlier upon the termination of the lease-purchase agreement by the

ESC.

In conjunction with the lease-purchase agreement, the ESC entered into an escrow agreement with JP
" Morgan Chase Trust Company, N.A. and JP Morgan Chase Leasing Corporation whereby JP Morgan
Chase Trust Company, N.A. acts as escrow agent for the funds received under the lease-purchase
agreement. Under the escrow agreement, the ESC authorizes and directs JP Morgan Chase Leasing
Corporation to make disbursements to pay the project costs from the amount deposited with the escrow
agent. The escrow agreement terminates upon termination of the lease-purchase agreement. All funds in
the escrow account were disbursed in fiscal year 2004. There were no funds remaining in the account at

June 30, 2008.
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NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2008

NOTE 11 - LEASE-PURCHASE AGREEMENT

In a prior year, the ESC entered into a lease-purchase with the Ohio Department of Natural Resources for
the purchase of the STAR Alternative School building.

Capital assets consisting of buildings and improvements have been capitalized in the amount of $251,600,
This amount represents the present value of the minimum lease payments at the time of acquisition,
Accumulated depreciation as of June 30, 2008 was $31,450, leaving a current book value of $220,150. A
corresponding liability was recorded in the government-wide financial statements. Principal payments in
fiscal year 2008 totaled $20,966, paid by the general fund.

The following is a schedule of the future long-term minimum lease payments required under the lease-
purchase agreement and the present value of the minimum lease payments as of June 30, 2008.

Fiscal

Year Ending, Payments
2009 § 20,966
2010 20,966
2011 20,966
2012 ' 20,966
2013 20,966

2014 -2016 62,909

Present value of minimum lease payments 167,739

NOTE 12 - COMPENSATED ABSENCES

The criteria for determining vacation and sick leave benefits are derived from Governing Board actions and

State laws. Full-time certified and classified employees earn 10 to 20 days of vacation per year, depending
.upon length of service. Accumulated vacation time is paid to eligible employees upon termination of

employment. Certified employees who do not work 12 months are not entitled to vacation time.

Teachers, administrators and classified employees earn sick leave at the rate of one and one-fourth days per
month. Sick leave may be accumulated up to a total of 200 days. Upon retirement, payment is made for
one fourth of the total sick leave accumulation, up to a maximum of 45 days. Any employee receiving such
payment must meet the retirement provisions set by STRS Ohio or SERS.
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NOTES TO THE BASIC FINANCIAL STATEMENTS
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NOTE 13 - LONG-TERM OBLIGATIONS
During fiscal year 2008, the following activity occurred in governmental activities long-term obligations:

Balance Balance Amounts
Outstanding Qutstanding Due in

06/30/07 Additions Reductions 06/30/08 One Year

Governmental Activities:

Compensated absences - § 305423 % 21911 § (36156) $ 291,178 § 42,563
Capital lease obligation - 655,359 - (118,364) 536,995 536,995
Lease-purchase agreement 188,705 - (20,966) 167,739 20,966

Total long-term obligations,
governmental activities $ 1149487 § 21,911 $ (175,486) § 995912 §$ 600,524

Compensated absences will be paid from the fund from which the employee is paid, which is primarily the
general fund.

NOTE 14 - RISK MANAGEMENT
A. Comprehensive and Employee Health Insurance

The ESC is exposed to various risks of loss related fo torts; theft of, damage to, and destruction of
assets; errors and omissions; injuries to employees; and natural disasters. During fiscal year 2008, the
ESC contracted with Westfield Insurance Company for commercial property insurance based on
information provided by Valuation Engineérs, Inc., with a $500 deductible limit per year.

Professional liability is provided by the Ohio School Plan with a $4,000,000 annual
aggregate/$2,000,000 single occurrence limit and no deductible. Driver’s Education vehicles are
covered by Ohio School Plan and hold a $250 deductible for comprehensive and a $500 deductible for
collision. Bodily Injury/Property Damage liability has a $1,000,000 per accident with a $5,000 limit
per person liability for medical payment.

Settled claims have not exceeded this commercial coverage in any of the past three years. There have
been no significant reductions in insurance coverage from last year.

B. Workers’ Compensation

The ESC participates in the Ohio School Boards Association Workers” Compensation Group Rating
Program (GRP), an insurance purchasing pool (see Note 2.A.). The GRP’s business and affairs are
conducted by a three-member Board of Directors consisting of the President, the President-Elect and
the Immediate Past President of the Ohio School Boards Association. The Executive Director of the
OSBA, or their designee, serves as coordinator of the program. Each year, the participating school
districts pay an enrollment fee to the GRP to cover the costs of administering the program.
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NOTE 14 - RISK. MANAGEMENT - (Continued)

The intent of the GRP is to achieve the benefit of a reduced premium for the ESC by virtue of its
grouping and representation with other participants in the GRP. The workers compensation experience
of the participating school districts is calculated as one experience and a common premium rate is
applied to all school districts in the GRP, Each participant pays its workers’ compensation premiuvm to
the State based on the rate for the GRP rather than its individual rate. Total savings are then calculated
and each participant’s individual performance is compared to the overall savings percentage. of the
GRP. A participant will then either receive money from or be required to contribute to the “equity
pooling fund”. This “equity pooling” arrangement ensures that each participant shares equally in the
overall performance of the GRP. Participation in the GRP is limited to school districts that can meet
the GRP’s selection criteria. The firm of Gates McDonald, Inc. provides administrative, cost control,
assistance with safety programs, and actuarial services to the GRP.

Health Care Benefits

The ESC provides life insurance and accidental death and dismemberment insurance for all full-time
employees through the Unum Life Insurance Company of America, administered by Unum Provident,
in the amount of $58,000 per employee. The ESC has elected to provide health care benefits to
employees and administrators through the Tuscarawas-Conotton Valley Local Schools Benefit Trust
Health Consortium which is maintained by the ESC. The employees share the cost of the monthly
premium with the board.

NOTE 15 - PENSION PLANS

A.

School Employees Retirement System

Plan Description - The ESC contributes to the School Employees Retirement System (SERS), a cost-
sharing, multiple-employer defined benefit pension plan. SERS provides retirement and disability
benefits, annual cost-of-living adjustments, and death benefits to plan members and beneficiaries.
Authority to establish and amend benefits is provided by Chapter 3309 of the Ohio Revised Code.
SERS issues a publicly available, stand-alone financial report that includes financial statements and
required supplementary information. That report may be obtained by writing to the School Employees
Retirement System, 300 East Broad Street, Suite 100, Columbus, Ohio 43215-3746. It is also posted
on the SERS’ Ohio website, www.chsers.org, under Forms and Publications. '

Funding Policy - Plan members are required to contribute 10 percent of their annual covered salary and
the ESC is required to contribute at an actuarially determined rate. The current ESC rate is 14 percent
of annual covered payroll. A portion of the ESC’s contribution is used to fund pension obligations
with the remainder being used fo fund health care benefits. For fiscal year 2008, 9.16 percent of
annual covered salary was the portion used to fund pension obligations. The contribution requirements
of plan members and employers are established and may be amended by the SERS’ Retirement Board
up to a statutory maximum amount of 10 percent for plan members and 14 percent for employers.
Chapter 3309 of the Chic Revised Code provides statutory authority for member and employer
contributions. The ESC’s required contributions for pension obligations to SERS for the fiscal years
ended June 30, 2008, 2007 and 2006 were $111,129, $114,116 and $106,304, respectively; 100 percent
has been contributed for fiscal years 2008, 2007 and 2006.
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NOTES TO THE BASIC FINANCIAL STATEMENTS
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PENSION PLANS - (Continued)

State Teachers Retirement System of Ohio

Plan Description - The ESC participates in the State Teachers Retirement System of Ohio (STRS
Ohio), a cost-sharing, multiple-employer public employee retirement plan, STRS Ohio provides
retirement and disability benefits to members and death and survivor benefits to beneficiaries, STRS
Ohio issues a stand-alone financial report that may be obtained by writing to STRS Ohio, 275 E. Broad
St., Columbus, OH 43215-3771, by calling (888) 227-7877, or by visiting the STRS Ohio Web site at

www.strsoh.org,

New members have a choice of three retirement plans, a Defined Benefit (DB) Plan, a Defined
Contribution (DC) Plan and a Combined Plan. The DB plan offers an annual retirement allowance
based on final average salary times a percentage that varies based on years of service, or an allowance
based on a member’s lifetime coniributions and earned interest matched by STRS Ohio funds divided
by an actuarially determined annuity factor. The DC Plan allows members to place all their member
confributions and employer contributions equal to 10.5 percent of earned compensation into an
investment account. Investment decisions are made by the member. A member is eligible to receive a
retirement benefit at age 50 and termination of employment. The member may elect to receive a
lifetime monthly annuity or a lump sum withdrawal. The Combined Plan offers features of both the
DC Plan and the DB Plan. In the Combined Plan, member contributions are invested by the member,
and employer contributions are used to fund the defined benefit payment at a reduced level from the
regular DB Plan. The DB portion of the Combined Plan payment is payable to a member on or after
age 60; the DC portion of the account may be taken as a lump sum or converted to a lifetime monthly
annuity at age 50. Benefits are established by Chapter 3307 of the Ohio Revised Code.

A DB or Combined Plan member with five or more years credited service who becomes disabled may
qualify for a disability benefit. Eligible spouses and dependents of these active members who die
before retirement may qualify for survivor benefits. Members in the DC Plan who become disabled

- are entitled only to their account balance. If a member of the DC Plan dies before retirement benefits

begin, the member’s designated beneficiary is entitled to receive the member’s account balance,

Funding Policy - For fiscal year 2008, plan members were required to contribute 10 percent of their
annual covered salaries, The ESC was required to contribute 14 percent; 13 percent was the portion
used to fund pension obligations. Contribution rates are established by the State Teachers Retirement
Board, upon recommendations of its consulting actuary, not to exceed statutory maximum rates of 10
percent for members and 14 percent for employers. Chapter 3307 of the Ohio Revised Code provides
statutory authority for member and employer contributions.

The ESC’s required contributions for pension obligations to STRS Ohio for the fiscal years ended June
30, 2008, 2007, and 2006 were $469,979, $470,335 and $453,415, respectively; 100 percent has been
contributed for fiscal years 2008, 2007 and 20066. Contributions to the PC and Combined Plans for
fiscal year 2008 were $4,812 made by the ESC and $10,706 made by the plan members.

Soctal Security System

Effective July 1, 1991, all employees not otherwise covered by the SERS/STRS Ohio have an option to
choose Social Security or the SERS/STRS Ohio. As of June 30, 2008, certain members of the

Governing Board have elected Social Security. The ESC’s liability is 6.2 percent of wages paid.
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NOTE 16 - POSTEMPLOYMENT BENEFITS
A. School Employees Retirement System

Plan Description - The ESC participates in two cost-sharing, multiple employer postemployment
benefit plans administered by the School Employees Retirement System (SERS) for non-certificated
retirees and their beneficiaries, a Health Care Plan and a Medicare Part B Plan. The Health Care Plan
includes hospitalization and physicians' fees through several types of plans including HMO’s, PPO’s
and traditional indemnity plans as well as a prescription drug program. The Medicare Part B Plan
reimburses Medicare Part B premiums paid by eligible retirees and beneficiaries up to a statutory limit.
Benefit provisions and the obligations to contribute are established by the System based on authority
granted by State statute. The financial reports of both Plans are included in the SERS Comprehensive
Annual Financial Report which is available by contacting SERS at 300 East Broad St., Suite 100,
~ Columbus, Ohio 43215-3746.

Funding Policy - State statute permits SERS to fund the health care benefits through employer
contributions. Each year, after the allocation for statutorily required benefits, the Retirement Board
aliocates the remainder of the employer contribution of 14 percent of covered payroll to the Health
Care Fund. The Health Care Fund was established and is administered in accordance with Internal
Revenue Code Section 401h. For 2008, 4.18 percent of covered payroll was allocated to health care.
In addition, employers pay a surcharge for employees earning less than an actuarially determined
amount; for 2008, this amount was $35,300.

Active employee members do not contribute to the Health Care Plan. Retirees and their beneficiaries
- are required to pay a health care premium that varies depending on the plan selected, the number of
qualified years of service, Medicare eligibility and retirement status.

The ESC’s contributions for health care for the fiscal years ended June 30, 2008, 2007, and 2006 were
369,176, 558,837 and $58,048, respectively; 100 percent has been contributed for fiscal years 2008,
2007 and 2006.

The Retirement Beard, acting with advice of the actuary, allecates a portion of the employer
contribution to the Medicare B Fund. For fiscal year 2008, this actuarially required allocation was
0.66 percent of covered payroll. The ESC’s contributions for Medicare Part B for the fiscal years
ended June 30, 2008, 2007 and 2006 were $8,007, $7,760 and $8,461, respectively; 100 percent has
been contributed for fiscal years 2008, 2007 and 2006.
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NOTE 16 - POSTEMPLOYMENT BENEFITS - (Continued)
B. State Teachers Retirement System of Ohio

Plan Description - The ESC contributes to the cost sharing, multiple employer defined benefit Health
Plan (the “Plan”) administered by the State Teachers Retirement System of Ohio (STRS Ohio) for
eligible retirees who participated in the defined benefit or combined pension plans offered by STRS
Ohio. Benefits include hospitalization, physicians® fees, prescription drugs and reimbursement of
monthly Medicare Part B premiums. The Plan is included in the report of STRS Ohio which may be

obtained by visiting www.strsoh.org or by calling (888) 227-7877.

Funding Policy - Ohio law authorizes STRS Ohio to offer the Plan and gives the Retirement Board
authority over how much, if any, of the health care costs will be absorbed by STRS Ohie. Active
employee members do not contribute to the Plan. All benefit recipients pay a monthly premium,
Under Ohio law, funding for post-employment health care may be deducted from employer
contributions. For 2008, STRS Ohio allocated employer contributions equal to 1 percent of covered
payroll to the Health Care Stabilization Fund. The ESC’s contributions for health care for the fiscal
years ended June 30, 2008, 2007 and 2006 were $36,152, $36,180 and $34,878, respectively; 100
percent has been contributed for fiscal years 2008, 2007 and 2006,

NOTE 17 - CONTINGENCIES

A, Grants

The ESC receives significant financial assistance from numerous federal, State and local agencies in
the form of grants. The disbursement of funds received under these programs generally requires
compliance with terms and conditions specified in the grant agreements and are subject to audit by the
grantor agencies. Any disallowed claims resulting from such audits could become a liability of the
ESC. However, in the opinion of management, any such disallowed claims will not have a material
effect on the financial position of the ESC. :

B. Litigation
The ESC is involved in no material litigation as either plaintiff or defendant.

NOTE 18 - SUBSEQUENT EVENT

On November 18, 2008, the ESC amended its lease agreement with JP Morgan Chase to extend the
payment period on the outstanding amount to fiscal year 2017.
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TUSCARAWAS-CARROLL-HARRISON EDUCATIONAL SERVICE CENTER
TUSCARAWAS COUNTY, OHIO

SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN
FUND BALANCE - BUDGET AND ACTUAL (NON-GAAP BUDGETARY BASIS)
GENERAL FUND
FOR THE FISCAL YEAR ENDED JUNE 30, 2008

Variance with

Budgeted Amounts Final Budget
Positive
Original Final Actual. {Negative)
Revenues:.
From local sources:

Tuition, . . ... ... v 5 1,774,391 h) 1,966,893 3 1,966,893 5 -

Earnings oninvestments. . . . ... ... . 25,584 28,360 28,360 -

Coniract services . ... .. ...,..... 2,706,817 3,000,477 3,000,477 -

Intergovernmental - State, . . . . . ... .. 1,142,847 1,266,834 1,266,834 -
Intergovernmental - Federal. . ., . .. .. .. 1,925 2,134 2,134 -
Totalvevenue. . . . ... .......... 3,651,564 . 6,264,698 6,264,698 -
Expenditures:

Current:

Instruction;

Regular. . . . ... .. ......... 287,112 291,230 291,230 -
Special. . . ... .. ... ..., ... 794,183 805,574 805,574 -
Vocational. . . . ... .......... 34,162 34,652 34,652 -
Other. . . ................. 16,269 16,502 16,502 -

Support services:

Pupil. .o 1,945,320 1,973,223 1,973,223 -
Instructionalstaff . . . . .., ... ... 1,892,895 1,920,044 1,920,044 -
Board of education . . . . ..., ... .. 24,990 25,348 25,348 -
Administration, . . ... ......... 259,102 262,818 262,818 -
Fiscal . .................. 191,578 194,326 194,326 -
Business. . ... ............. 149,780 151,928 151,928 -
QOperations and maintenance. . . ., .. . 127,384 129,211 129,211 -
Pupil transportation. . . ... ... ... 9,250 0,383 9,383 -
Central. . ., . . .. ... ......... 226,313 229,559 229,559 -

Facilities acquisition and construction. . . , 55,876 56,677 - 56,677
Debt service: ‘

Principal retirement . . . , , .. ..... 137,360 139,330 139,330 -

Interest and fiscal charges. . . .. .. .. 37,117 37,649 37,649 -
Total expenditures. . ... .. ..... .. 6,188,691 6,277454 6,220,777 56,677
Excess of revenues over )

expendifures. . . . .. ... ... L. (537,127) (12,756) 43,921 36,677
Other financing sources/(uses): :

Advancesin. . ... . ... ......... 19,863 22,051 22,051 -

Advancesout. . . . ... ........ - - {490) (490)
Total other financing uses e 19,893 - 22,051 21,561 {490y
Net change in fund balance . . .. ... .. (517,234) © 9,205 65,482 56,187
Fund balance at beginning of year . . . . 1,048,486 1,048,486 1,048,486 -
Fund balance at end ofyear. . . . ... . $ 531,252 $ 1,057,781 $ 1,113,968 $ 56,187
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NOTES TO THE SUPPLEMENTARY INFORMATION
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NOTE 1 - BUDGETARY PROCESS

The ESC is no longer required under State statute to file budgetary information with the State Department
of Education. However, the ESC Board does follow the budgetary process for control purposes.

The ESC’s Governing Board budgets for resources estimated to be received during the fiscal year. The
estimated revenues may be amended during the fiscal year if projected increases or decreases in revenue
are identified by the Treasurer. The amounts reported as the original budgeted amounts on the budgetary
statements reflect the amounts of the estimated revenues when the original appropriations were adopted.
The amounts reported as the final budgeted amounts on the budgetary statements reflect the amounts of the
estimated revenues in effect at the time final appropriations were passed by the Governing Board.

The ESC Governing Board adopts an annual appropriation resolution, which is the Board’s authorization to
spend resources and sets annual limits on expenditures at the level of control selected by the Governing
Board. The level of control has been established by the Governing Board at the fund level for all funds,
The Treasurer has been authorized to allocate appropriations to the function and object level within all
funds.

Throughout the fiscal year, appropriations may be amended or supplemented as circumstances warrant.
The amounts reported as the original budgeted amounts on the budgetary statements reflect the amounts on
the first appropriation resolution for that fund that covered the entire fiscal year, including amounts
automatically carried forward from prior fiscal years. The amounts reported as the final budgeted amounts
on the budgetary statements represent the final appropriation amounts passed by the Governing Board
during the fiscal year,

NOTE 2 - BUDGETARY BASIS OF ACCOUNTING

While the ESC is reporting financial position, results of operations, and changes in fund balances on the
basis of generally accepted accounting principles (GAAP), the budgetary basis is based upon accounting
for certain transactions on a basis of cash receipts, disbursements, and encumbrances. The schedule of
‘revenues, expenditures and changes in fund balance - budget and actual (budget basis) - for the general
fund is presented on the budgetary basis to provide a meaningful comparison of actual results with the
budget.

The major differences between the budget basis and GAAP basis are that:

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

2. Expenditures are recorded when paid in cash (budget basis) as opposed to-when the liability is
incurred (GAAP basis);

3. Encumbrances are treated. as expenditures (budget basis) rather than as a reservation of fund
balance (GAAP basis);

4. Advances-in and advances-out are operating transactions (budget baéis) as opposed to balance
sheet transactions (GA AP basis).
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NOTE 2 - BUDGETARY BASIS OF ACCOUNTING - (Continued)

The following table summarizes the adjustments necessary to reconcile the GAAP and budgetary basis
statements for the general fund:

General
Budget basis $ 65,482
Net adjustment for revenue accruals ' (40,129)
Net adjustment for expenditure accruals : (414,341)
Net adjustment for other sources/(uses) (21,561)
GAAP basis $ (410,549
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TUSCARAWAS-CARROLL-HARRISON EDUCATIONAL SERVICE CENTER
SCHEDULE OF RECEIPTS AND EXPENIMTURES OF FEDERAL AWARDS
FOR THE FISCAL YEAR ENDED JUNE 30, 2008

: () (B)
FEDERAL GRANTOR/ {A) CASH CASH
SUB GRANTOR/ CFDA © GRANT FEDERAL FEDERAL
PROGRAM TITLE NUMBER NUMBER RECEIPTS DISBURSEMENTS
1.5. DEPARTMENT OF EDUCATION
PFASSED THROUGH THE
OHIO DEPARTMENT OF EDUCATION
Special Education Cluster:
(] Special Education Grants to States 84.027 2007 £ 242,892 % 329,485
Total Special Education Grants to State ' 242,892 329,485
<) Special Education Preschool Grants 84.173 2007 - 250
{C) Special Education Preschool Grants 34.173 2008 70,462 70,262
‘Total Special Education Preschaot Grants 70,462 70,513
Total Special Education Cluster 313,154 390,998
FEven Start State Educationat Agenties 84213 20067 3,100 3416
Even Stant State Educational Agencies 84.213 2008 . 157,500 157,992
Total Even Start State Educational Agencies 160,600 161,408
Twenty-First Centery Community Leaming Center §4.287 2007 . 3,008
Twenty-First Century Community Leaming Center: : 84.287 2008 224,520 223,491
Tatal Twenty-First Century Community Learming Centers : 224 520 226,499
Special Education - Staie P | Develop 84323 2007 37,369 - 18,781
Total Special Education - State Personne! Development 37,369 18,781
‘Total U.S. Department of Education 736,343 805,686
Total Federal Financial Assistance ¥ 736,343 % 804,686

{A} OAKS did not assign pass-through numbers for fiscal year 2008
(B) This schedule was prepared on the cash basis of accounting

{C) Included as part of "Special Education Grant Cluster” in determining majar programs.
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g
Julian & Grube, Inc.
Serving Ohio Local Governments _
133 County Line Rd, West, Westerville, OH 43082 Phone: 614.846.189%  Lax; 6148463709

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

Tuscarawas-Carroll-Harrison Educational Service Center
Governing Board

§34 East High Ave,

New Philadelphia, OH 44663

We have audited the financial statements of the governmental activities, its major fund, and the aggregate remaining
fund information of Tuscarawas-Carroll-Harrison Educational Service Center as of and for the fiscal year ended
June 30, 2008, which collectively comprise Tuscarawas-Carroll-Harrison Educational Service Center’s basic
financial statements and have issued our report thereon dated November 26, 2008, 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 Govermment Auditing Standards, issued by the Comptroller General of the United

States.

Internal Control Over Financial Reporting

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

A control deficiency exists when the design or operation of a control does not allow management or employees, in’
the normal course of performing their assigned functions, to prevent or detect misstatements on a timely basis. A
significant deficiency is a control deficiency, or combination of control deficiencies, that adversely affects
Tuscarawas-Carroll-Harrison Educational Service Center’s ability to initiate, authorize, record, process or report
financial data reliably in accordance with generally accepted accounting principles such that there is more than a
remote likelihood that a misstatement of Tuscarawas-Carroll-Harrison Educational Service Center’s financial
statements that is more than inconsequential will not be prevented or detected by Tuscarawas-Carroll-Harrison
Educational Service Center’s internal control,

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

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

Compliance and Other Matters

As part of obtaining reasonable assurance about whether Tuscarawas-Carroll-Harrison Educational Service Center’s
financial statements are free of material misstaternent, 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.

This report is intended solely for the information and use of the management and Governing Board of Tuscarawas-

Carroll-Harrison Educational Service Center and federal awarding agencies and pass-through entities, and is not
intended to be and should not be used by anyone other than these specified parties.

Julian & Grube, Inc.
November 26, 2008
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Julian & Grube, Inc.

Serving Ohio Local Governments
333 County Line Rd. West, Westerville, OH 43082 Phone: 614.846.1899  Tux; 614.846.2799

Report on Compliance With Requirements Applicable to Its
Major Program and on Internal Control Over Compliance
in Accordance With OMB Circular A-133

Tuscarawas-Carroll-Harrison Educational Service Center
Governing Board

834 East High Ave.

New Philadelphia, OH 44663

Compliance

We have audited the compliance of Tuscarawas-Carroll-Harrison Educational Service Center with the types of
compliance requirements described in the U.S. Office of Management and Budget (OMB) Circular A-133
Compliance Supplement that are applicable to its major federal program for the fiscal year ended June 30, 2008.
The Tuscarawas-Carroll-Harrison Educational Service Center’s major federal program is identified in the summary
of auditor’s results section of the accompanying schedule of findings. Compliance with the requirements of laws,
regulations, contracts and grants applicable to its major federal program is the responsibility of Tuscarawas-Carroll-
Harrison Educational Service Center’s management. Our responsibility is to express an opinion on Tuscarawas-
Carroll-Harrison Educational Service Center’s compliance based on our audit.

We conducted our audit of compliance in accordance with auditing standards generally accepted in the United States
of America; the standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States; and OMB Circular A-133, dudit 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 Tuscarawas-Carroll-Harrison Educational Service Center’s compliance
with those requirements and performing such other procedures as we considered necessary in the circumstances,
We believe that our audit provides a reasonable basis for our opinion. Our audit does not provide a legal
“determination on Tuscarawas-Carroll-Harrison Educational Service Center’s compliance with those requirements,

In our opinion, Tuscarawas-Carroll-Harrison Educational Service Center complied, in all material respects, with the
requirements referred to above that are applicable to its major federal program for the fiscal year ended June 30,
2008.

Internal Control Over Compliance

The management of Tuscarawas-Carroll-Harrison Educational Service Center is responsible for establishing and
maintaining effective internal contrel over compliance with requirements of laws, regulations, contracts and grants
applicable to federal programs. In planning and performing our audit, we considered the Tuscarawas-Carroll-
Harrison Educational Service Center’s internal control over compliance with the requirements that could have a
direct and material effect on a major federal program in order to determine our auditing procedures for the purpose
of expressing our opinion on compliance, but not for the purpose of expressing an opinion on the effectiveness of
internal control over compliance. Accordingly, we do not express an opinion on the cffectiveness of the
Tuscarawas-Carroll-Harrison Educational Service Center’s internal contrel over compliance.
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Governing Board
Tuscarawas-Carroli-Harrison Educational Service Center

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

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

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

This report is intended for the information and use of management and Governing Board of Tuscarawas-Carroll-

Harrison Educational Service Center and federal awarding agencies and pass-through entities, and is not intended to
be and should not be used by anyone other than these specified parties. :

Julian & Grube, Inc.
November 26, 2008
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TUSCARAWAS-CARROLL-HARRISON EDUCATIONAL SERVICE CENTER

TUSCARAWAS COUNTY, OHIO
SCHEDULE OF FINDINGS
OMB CIRCULAR A-133 §.505
JUNE 30, 2008
1. SUMMARY OF AUDITOR’S RESULTS
() Type of Financial Statement Opinion Unqualified
(A (1)) Were there any material control weaknesses | No
reported at the financial statement level
(GAGAS)?
(d) 1)) Were there any other  significant | No
deficiencies in internal control reported at
the financial statement level (GAGAS)?
()i} Was there any reported material { No
noncompliance at the financial statement
level (GAGAS)?
(A1) Were there any material internal contrel | No
weaknesses reported for major federal
programs?
(dfiv} Were there any significant deficiencies in [ No
internal control reported for major federal
programs?
(A (I}v) Tyvpe of Major Programs' Compliance | Unqualified
Opinion
(di(l)(vi) Are there any reportable findings under | No
§.5107
()il Major Program (listed): Special Education Cluster - Special
Education - Grants to States — CFDA
#84.027 and Special Education -
Preschool Grants - CDFA #84.173
(A1) viii) Dollar Threshold: Type A/B Programs Type A: >$300,000
Type B: all others
{d)(1)fix) Low Risk Auditee? Yes

FINDINGS RELATED TO THE BASIC FINANCIAL STATEMENTS REQUIRED TO BE

.REPORTED IN ACCORDANCE WITH GAGAS .

None

‘3. FINDINGS AND QUESTIONED COSTS FOR FEDERAL AWARDS

None
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Marvy Tavlor, cpa

Auditor of State

TUSCARAWAS-CARROLL-HARRISON EDUCATIONAL SERVICE CENTER

TUSCARAWAS 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, Chio.

san Pabbitt

CLERK OF THE BUREAU

CERTIFIED
JANUARY 6, 2009

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






Local Government Innovation Fund Program

Application Scorf1C

Lead Applicant East Central Ohio Educational Service Center

Project Name | so.s. - shared Online Support

Grant Application

or

Loan Application

The Local Government Innovation Fund Council
77 South High Street
P.O. Box 1001
Columbus, Ohio 43216-1001
(614) 995-2292



East Central Ohio Educational Sel

S.0.S. - Shared Online

Local Government Innovation Fund Project Scoring Sheet

Section 1: Financing Measures

Financin Applicant Self  Validated
= Description Criteria Max Points o
Measures Score Score
Applicant includes financial information Applicant provides a thorough, detailed and 5 @
(i.e., service related operating budgets) complete financial information
for the most re.cent thre? years and-the Applicant provided more than minimum
. R three year period following the project. . . . "
Financial . Lo . requirements but did not provide additional 3
Information The financial information must be justification or support
directly related to the scope of the
project and will be used as the cost Applicant provided minimal financial 1 O
basis for determining any savings information
cimeronterer L 5 0
Applicant demonstrates a viable ]
repayment source to support loan Applicant clearly demonstrates a secondary 5 @
Repayment | award. Secondary source can be in the repayment source.
Structure form of a debt reserve, bank Applicant does not have a secondary repayment O
participation, a guarantee from a local source. 0
(Loan Only)  Entity, or other collateral (i.e.,emergency,
70% or greater 5 O
Percentage of local matching funds 40-69.99% 3 O
Local Match being contributed to the project. This
may include in-kind contributions. 10-39.99% 1 @
1 0

[EY
=

Section 2: Collaborative Measures

Collaborative

Validated

Applicant Self

Description Criteria Max Points

Measures

Population

Score

Score

Applicant (or collaborative partner) is not a
county and has a population of less than 20,000 5
Applicant's population (or the residents

population of the area(s) served) falls
within one of the listed categories as

determined by the U.S. Census Bureau.

Population scoring will _be dfeterrw?/ned Applicant (or collaborative partner) is not a

by the smallest population listed in the . 3

S o county but has a population 20,001 or greater.

application. Applications from (or
collaborating with) small communities
are preferred.

Applicant (or collaborative partner) is a county
but has less than 235,000

Applicant (or collaborative partner) is a county
with a population of 235,001 residents or more

Participating

Applicant has executed partnership
agreements outlining all collaborative
partners and participation agreements
and has resolutions of support. (Note:

More than one applicant 5

®
O
O
3 O
@)
®

Entiti . ) Single applicant 1
nthies Sole applicants only need to provide a gie app
resolution of support from its governing
Total Section Points
2/22/12 Round1




East Central Ohio Educational Serv

S.0.S. - Shared Online

Local Government Innovation Fund Project Scoring Sheet

Section 3: Success Measures

Success . o X Applicant Self  Validated
Description Criteria Points
Measures Score Score
Applicant demonstrates as a 75% or greater 30 @
percentage of savings (i.e., actual
savings, increased revenue, or cost 25 01% to 74.99% 20
Expected avoidance ) an expected return. The 01%to 74.99% O
Return return must be derived from the
applicant's cost basis. The expected Less than 25% 10 O
return is ranked in one of the following
Applicant has successfully
. . . . Yes 5 @
implemented, or is following project
Past Success guidance from -a shared services model, No 0 O
for an efficiency, shared service,
coproduction or merger project in the 5 0
past.
The project is both scalable and replicable 10 @
Applicant’s proposal can be replicated
Scalable/Replic| by other local governments or scaled The project is either scalable or replicable 5 O
able Proposal for the inclusion of other local
governments. Does not apply O
Provided @
Probability of Applicant prowdes a document.ed need
Success for the project and clearly outlines the Not Provided O
likelihood of the need being met.
.
Total Section Points 50 0

Section 4: Significance Measures

Significance . o X . Applicant Self  Validated
6 Description Criteria Points Assigned PP
Measures Score Score
The project implements a single Project implements a recommendation from an
Performance , dit or is inf d by benchmarki >
R recommendation from a performance audit or is informed by benchmarking
Audit . . . - - -
Implementation audit provided by the Auditor of State | Project does not implement a recommendation
/Cost under Chapter 117 of the Ohio Revised from an audit and is not informed by @
. Code or is informed by cost benchmarkin
Benchmarking )
benchmarking. 0 0
Applicant clearly demonstrates economic impact @
Applicant demonstrates the project will
) a promote business environment {"e.’" Applicant mentions but does not prove 3 O
Economic demon-strates a busmes.s relatmnsi?lp economic impact
Impact resulting from the project) and will
provide for community attraction (i.e., | Applicant does not demonstrate an economic O
cost avoidance with respect to taxes) impact
m 5 0
The project responds to current @
Response to P j. P . .
R substantial changes in economic
Economic .
demand for local or regional No 0 O
Demand .
government services.
5 0
Total Section Points 10 0
2/22/12 Round1




East Central Ohio Educational S S.0.S. - Shared Online

Section 5: Council Measures

Council
Measures

Description Criteria Points Assigned

The Applicant Does Not Fill Out This Section; This is for the Local
Council Government Innovation Fund Council only. The points for this
Council Ranking for Competitive Rounds . . Y . p .
Preference sectionis based on the applicant demonstrating innovation or
inventiveness with the project

Total Section Points (10 max)

Scoring Summary

Applicant Self  Validated

Score Score

Section 1: Financing Measures 1 1 O
Section 2: Collaborative Measures 6 O
Section 3: Success Measures 50 O
Section 4: Significance Measures 10 O

Total Base Points: 7 7 O

Reviewer Comments

2/22/12 Round1



Oh . Department of
lO Development
John R. Kasich, Governor Christiane Schmenk, Director

April 2, 2012

Nicholas Brown

East Central Ohio Educational Service Center
834 East High Avenue

New Philadelphia, Ohio 44663

RE: Application Cure Letter
Dear Nicholas Brown:

The Ohio Department of Development (Development) has received and is currently reviewing
your application for Round 1 of Local Government Innovation Fund program. During this review
Development has determined that additional information is needed for your application. The
identified item(s) requiring your attention are listed on the attached page(s). Please respond
only to the issues raised. Failure to fully address all the identified items could lead to a
competitive score reduction or ineligibility for Round 1 of the Local Government Innovation Fund
program. A written response from the applicant to this completeness review is due to
Development no later than 5:00 p.m. on April 30, 2012. Please send the response in a
single email to lgif@development.ohio.gov and include “Cure—Project Name” in the subject
line.

While this cure letter represents the additional information needed for Development review, the
Local Government Innovation Council continues to reserve the right to request additional
information about your application.

Thank you once again for your participation in Local Government Innovation program. Please
contact the Office of Redevelopment at Igif@development.ohio.gov or 614-995-2292 if you have
further questions regarding your application or the information requested in this letter.

Jrobofte

Thea J. Walsh, AICP
Deputy Chief, Office of Redevelopment
Ohio Department of Development

77 South High Street 614 | 466 2480
P.O. Box 1001 800 | 848 1300
Columbus, Ohio 43216-1001 U.S.A. www.development.ohio.gov

The State of Ohio is an Equal Opportunity Employer and Provider of ADA Services



Local Government Innovation Fund Completeness Review

Applicant: East Central Ohio Educational Service Center
Project Name: SOS Project
Request Type: Grant

Issues for Response

1. Budget

Please provide a line item budget that includes at minimum: 1) the sources of all funds being
contributed to the project include all sources—cash, in-kind, etc.; 2) the uses of all funds
(provide a line item for each use); 3) the total project costs (including the funding request
and the local match. Please be sure that all uses of funds are eligible expenses as set forth
in the program guidelines.

Example:

Collaboration Village’s Project Budget

Sources of Funds

LGIF Request $100,000
Match Contribution (10%) $ 11,111
Total $111,111
Uses of Funds

Consultant Fees for Study $111.111
Total $111,111

Total Project Cost: $111,111

Match

For in-kind contributions, please provide documentation as outlined in section 2.06 of the
Local Government Innovation Fund program policies. Certification of in-kind contributions
may only be made for past investments. Anticipated in-kind contributions must be certified
after the contribution is made.

Partnership Agreements

Partnership agreements must be signed by all parties listed as collaborative partners.
Please provide a partnership agreement that at minimum: 1) lists all collaborative partners;
2) lists the nature of the partnership; and 3) is signed by all parties. Please note,
partnership agreements must be specific to the project for which funding is requested.

Self-Score Assessment

Please complete the interactive selection methodology available on the LGIF program
website http://www.development.ohio.gov/Urban/LGIF.htm (select selection methodology) to
score your project. Applicants do not need to complete the Council Preference or score
validation sections when scoring their projects.




Project S.0.S. Budget

Source of Project Funds

LGIF Request $100,000

Match Contribution $14,520

Total $114,520

Uses of Funds Amount Source

Consultant Fees for Study $35,000 LGIF Grant
Feasibility Survey $35,000 LGIF Grant

Remote Control Equipment $25,000 LGIF Grant

Fiscal Fee $5,000 LGIF Grant

Office Space $10,620 Match Contribution
Internet Access $1,200 Match Contribution
Computer Equipment $1,500 Match Contribution
Computer Software $1,200 Match Contribution
Total $114,520

Total Project Cost: $114,520



Project S.0.S. Shared Online Service In-Kind Services

The East Central Ohio Educational Service Center has provided through in-kind
contributions the following materials and services:

Description Amount

Office Space (12 Months) $10,620.00
60sq. ft commercial space $ 14.75/sq ft

Internet Access (12 Months) $1,200.00
High Speed Access @ $100.00/month

Computer Equipment $1,500.00

Computer Software $1,200.00

Total in-kind contributions: $14,520.00

Lisa Deems
Notary Public, State of Ohio

M mission Expires
@M/&




II.

II1.

INTERAGENCY AGREEMENT
BETWEEN
EAST CENTRAL OHIO EDUCATIONAL SERVICE CENTER
AND
KENT STATE AT TUSCARAWAS

THIS INTERAGENCY AGREEMENT (the “Agreement™) is by and between East Central Ohio
Educational Service Center, an educational entity serving schools in Tuscarawas, Carroll, Harrison and Belmont
Counties and Kent State University at Tuscarawas, an institute of higher learning located in New Philadelphia, Ohio.

IT IS THE PURPOSE OF THIS AGREEMENT to memorialize the terms and conditions under which Keni
State University at Tuscarawas will provide student interns to staff the proposed Shared Online Support Helpdesk
located at the East Central Ohio Educational Service Center,

NOW, THEREFORE, the parties agree as follows:

STATEMENT OF WORK
Each party shall do all things necessary for and incidental to the performance of the duties set forth below.

A

Duties of East Central Ohio Educational Service Center:

1. Supply a Shared Online Support Helpdesk to service Tuscarawas County and

surrounding counties

2. Provide an organized and supervised work experience from 50-150 hours per semester of unpaid
supervised work for the Computer Practicum class or 150 hours per semester of unpaid supervised
worlk for the Internship for Computer Technology.

3. Provide instruction to students who will provide technical assistance to the

agencies who call in to utilize the help desk services.

4, Upon completion of required internship hours, students will be evaluated and

considered for possible employment by the ECOESC to continue providing

technical help desk assistance.

Duties of Kent State University at Tuscarawas

1. Provide student interns of sophomore or junior standing that are currently majoring in a computer
technology degree program. Students must be enrolled in the Computer Practicum or Internship of
Computer Technology in order to be eligible to provide help desk assistance.

PERIOD OF PERFORMANCE
This Agreement shall be for one year, and shall commence on approval of this grant proposal in 2012, and be
completed one year from start of funding in 2013 (the “Term”), unless terminated sooner as provided herein.

PAYMENT
The parties have agreed that there will be no payment to the students for this internship program and no
payments from Kent State University at Tuscarawas for any expenses incurred by this proposal.



XVIIL.

XVIIL

CONTRACT ADMINISTRATION
A designated contract administrator for each of the parties shall administer this Agreement and be responsible
for and shall be the contact person for all communications regarding the performance of this Agreement. .

The Contract Administrator for East Central Ohio Educational Service Center is:

Name: Nic Brown
Department:  Director of Technology at the East Central Ohio Educational Service Center
Address: 834 East High Avenue  New Philadelphia, Ohio

Telephone:  (330) 308-9939 ext. 8250
Fax Number: (330) 308-0964

The Contract Administrator for Kent State University at Tuscarawas
Name: Sue Hoffman

Department: Computer Technology Program Coordinator
Address: 330 University Drive NE  New Philadelphia, Ohio
Telephone:  (330) 339-3391

Fax Number: (330) 339-3321

SIGNATURES

The parties affirm they have designated the persons below to have signature authority for the parties. By their
signatures on this Agreement, the parties agree to all of its terms and conditions.

Approved by: Approved by:

By:

Name:

Title:

g /Z 7 Name: h )
/E.%Zagg' L. Andrews

Kent State Upiversity at Tuscarawas By:  East @entral Ohio Bducational Service Center

Mr.bKevin Spears
Dean & Chief Administrative Officer Title: Superintendent, East Central Ohio ESC

Date: ﬁ%’d/?_/ Date: ‘/"30 12
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