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. BROTT MARDIS & CO.

106 South Main St., Suite 1306, Akron, Ohio 44308:1418

Certified Public Accountants
‘ 330-762:5022  fax: 330-762-2727 www.brottmardis.com

INDEPENDENT AUDITOR’S REPORT

Summit County Children Services Board
264 South Arlington Street
Akron, Ohio 44306

We have audited the accompanying general purpose financial statements of Summit County Children
Services Board (CSB) as of and for the year ended December 31, 2001. These general purpose
financial statements are the responsibility of CSB’s management. Our responsibility is to express
an opinion on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in 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 significant estimates made by management, as well as evaluating the overall
financial statement presentation. We believe that our audit provides a reasonable basis for our
opinion.

As discussed in Note 1, the financial statements of CSB are intended to present the financial position
and results of operations of only that portion of the financial reporting entity of Summit County,
Ohio that is attributable to the transactions of CSB.

In our opinion, the general purpose financial statements referred to above present fairly, in all
material respects, the financial position of the Summit County Children Services Board as of
December 31, 2001, and the results of its operations 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 a report dated May 28,
2002, on our consideration of CSB’s internal control over financial reporting and our test of its
compliance with laws, regulations, contracts and grants. That report is an integral part of an audit
performed in accordance with Government Auditing Standards and should be read in conjunction
with this report in considering the results of our audit.

# Mudin £ 0

Certified Publicd Accountants
May 28, 2002



GENERAL PURPOSE FINANCIAL STATEMENTS

The following general purpose financial statements, along with the notes to the general purpose
financial statements, present an overview of CSB’s financial position at December 31, 2001, and the
results of operations for the year then ended.



CHILDREN SERVICES BOARD, SUMMIT COUNTY, OHIO

BALANCE SHEET
ALL FUND TYPES AND ACCOUNT GROUPS
DECEMBER 31, 2001

Governmental
Fund Types Account Groups
General Total
General Long-Term (Memorandum
___ General Fixed Assets __Obligations Only)
ASSETS AND OTHER DEBITS:
Assets
Equity in Pooled Cash, Cash Equivalents
and Investments $44,185,323 - - $44,185,323
Cash and cash equivalents in Segregated Accounts 188,003 - - 188,003
Investments in Segregated Accounts 1,858,520 - - 1,858,520
Receivables:
Taxes 24,190,534 - - 24,190,534
Accrued Interest 26,184 - - 26,184
Other 36,105 - - 36,105
Due from Other Governments 5,698,603 - - 5,698,603
Prepaid Items 115,710 - - 115,710
Fixed Assets - 17,127,797 - 17,127,797
76,298,982 17,127,797 - 93,426,779
Other Debits
Amount to be Provided from
General Government Resources - - 1,631,425 1,631,425
TOTAL ASSETS AND OTHER DEBITS $76,298,982 $17,127,797 $1,631,425 $95,058,204
LIABILITIES, FUND EQUITY AND OTHER CREDITS:
Liabilities
Accounts Payable $1,980,459 - - $1,980,459
Accrued Wages and Benefits 710,235 - - 710,235
Compensated Absences Payable - - 1,631,425 1,631,425
Due to Other Governments 19,004 - - 19,004
Deferred Revenue Taxes 25,492,844 - - 25,492,844
Due to County Funds 202,256 - - 202,256
Total Liabilities 28,404,798 - 1,631,425 30,036,223
Fund Equity and Other Credits
Investment in General Fixed Assets - 17,127,797 - 17,127,797
Fund Balance:
Reserved for Prepaid Items 115,710 - - 115,710
Reserved for Encumbrances 1,450,239 - - 1,450,239
Unreserved 46,328,235 - - 46,328,235
47,894,184 - - 47,894,184
TOTAL LIABILITIES, FUND EQUITY AND
OTHER CREDITS $76,298,982 $17,127,797 $1,631,425 $95,058,204

See accompanying notes to the general purpose financial statements.

3-



CHILDREN SERVICES BOARD, SUMMIT COUNTY, OHIO

STATEMENT OF REVENUES, EXPENDITURES

AND CHANGES IN FUND BALANCE

ALL GOVERNMENTAL FUND TYPES

FOR THE YEAR ENDED DECEMBER 31, 2001

REVENUES:
Taxes
Charges for Services
Intergovernmental
Interest
Miscellaneous

Total Revenues

EXPENDITURES:
Human Services

Excess of Revenues Over Expenditures
Fund Balance at Beginning of Year

Fund Balance at End of Year

See accompanying notes to the general purpose financial statements.

-4-

Governmental
Fund Types

General

$24,530,250
4,002,228
14,460,681
98,475
493,714

43,585,348

38,846,218

4,739,130

43,155,054

$47,894,184




CHILDREN SERVICES BOARD., SUMMIT COUNTY, OHIO

STATEMENT OF REVENUES. EXPENDITURES AND CHANGES

IN FUND BALANCE-BUDGET (NON-GAAP BASIS) AND ACTUAL

FOR THE YEAR ENDED DECEMBER 31. 2001

ALL GOVERNMENTAL FUND TYPES

REVENUES:
Taxes
Charges for Services
Intergovernmental
Other

Total Revenues

EXPENDITURES:
Personal Services
Supplies
Materials
Travel
Contract Repairs
Contract Services
Benefits
Other
Medical Expenses
Equipment

Total Expenditures

Excess of Revenues Over Expenditures
Other Financing Sources
Other Financing Sources

Total Other Financing Sources

Excess of Revenues and Other Financing
Sources Over Expenditures

Fund Balances at Beginning of Year

Fund Balances at End of Year

General Fund

Variance
Revised Favorable

777777 Budget Actual (Unfavorable)
$24,688,164 $24,530,250 ($157,914)
4,750,997 4,268,415 (482,582)

7,785,960 14,586,014 6,800,054
. 512,234 246,034 (266,200)

37,737,355 43,630,713 5,893,358

16,430,050 16,277,730 152,320

886,050 875,159 10,891

63,500 62,842 658

550,770 505,081 45,689

28,950 27,877 1,073

14,821,670 14,276,111 545,559

5,784,450 5,414,207 370,243

1,158,000 1,076,743 81,257

366,900 337,959 28,941

864,780 643,857 220,923

40,955,120 39,497,566 1,457,554

(3,217,765) 4,133,147 7,350,912

- - 61,917 61,917

) - 61,917 61,917

(3,217,765) 4,195,064 7,412,829
32,959,242 32,959,242 - )
$29,741,477 $37,154,306 $7,412,829

See accompanying notes to the general purpose financial statements.
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CHILDREN SERVICES BOARD, SUMMIT COUNTY, OHIO

NOTES TO THE GENERAL PURPOSE FINANCIAL STATEMENTS

DECEMBER 31, 2001

REPORTING ENTITY

The Summit County Children Services Board (CSB) was created to represent the
community’s interest in the well being of its abused, neglected and dependent children.
Pursuant to Section 5153 of the Ohio Revised Code, the Board is the single agency of county
government mandated to investigate, care for and/or provide services to children from birth
to age eighteen or twenty-one years and who are found to be in a potentially harmful
situation. Such services are provided to the family and relatives of the children and may also
extend to adults who have graduated from the care of CSB. CSB is located in Akron, County
of Summit, in northeastern Ohio.

The Board of CSB consists of ten members, nine members are appointed by the County
Executive and approved by the County Council and one member is the Chairperson of the
Citizens Advisory Committee. Members are appointed to serve four-year terms. Members
represent various roles in the community.

The mission of CSB is to protect the abused, neglected, and dependent children of Summit
County and promote their well being. CSB shares the community’s belief that each child has
a right to be reared in a safe, permanent family, and strengthening families is society’s most
effective way of preserving this right. The goal of CSB is to strengthen the family unit by
providing services that vary from extensive family preservation and protective services for
children in their own home to adoption services for children who cannot remain in their own
home. CSB values and depends on its partnership with community agencies and private
citizens to protect our county’s children. Working within its mission, the Board respects the
dignity, integrity, and uniqueness of each family and adheres to the philosophy that
governmental intrusion is warranted only when children are thought to be at risk.

The County of Summit is a body politic and corporate established for the purpose of
exercising the rights and privileges conveyed to it by the Constitution and laws of the State
of Ohio. The County was formed by an enabling act of the Ohio State Legislature in 1840.

In accordance with the Governmental Accounting Standards Board (GASB) Statement
No. 14, The Financial Reporting Entity, the County of Summit’s financial statements include
all organizations, activities and functions which comprise the primary government and those
legally separate entities for which the County is financially accountable. Financial
accountability is defined as the appointment of a voting majority of the unit’s board and
either 1) the County’s ability to impose its will over the unit, or 2) the possibility that the unit

-6-



REPORTING ENTITY (Continued)

will provide a financial benefit or impose a financial burden to the County. CSB is not a
Jegally separate entity. CSB is part of the primary government of the County of Summit and
is reported by the County as a special revenue fund. CSB does not include any other units
in its presentation.

As counties are structured in Ohio, the County Auditor and County Treasurer serve,
respectively, as fiscal officer and custodian of funds for CSB. As fiscal officer, the Auditor
certifies the availability of cash and appropriations prior to the processing of payments. As
the custodian of County funds, the County Treasurer invests public monies held on deposit
in the County treasury.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements of CSB have been prepared in conformity with Generally Accepted
Accounting Principles (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 significant accounting
policies are described below:

A. FUND ACCOUNTING

The accounting system is organized and operated on a fund basis. A fund is defined
as a fiscal and accounting entity with a self-balancing set of accounts recording cash
and other financial resources, together with all related liabilities and residual equity
or balances, and changes therein, which are segregated for the purpose of carrying
on specific activities or attaining certain objectives in accordance with special
regulations, restrictions, or limitations. CSB uses the following fund types and
account groups:

Governmental Fund Types:

Governmental funds are those through which most governmental functions typically
are financed. The acquisition, use and balance of CSB’s expendable financial
resources and the related current liabilities are accounted for through governmental
funds. The measurement focus is based upon determination of financial position and
changes in financial position. Under this focus, only the sources, uses and balances
of current expendable financial resources are accounted for in the funds.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

The following are CSB’s Governmental Fund Types:

General Fund: This fund accounts for the general operating revenues and
expenditures of CSB not specifically required to be recorded elsewhere. The
primary revenue sources are property taxes, charges for services,
intergovernmental revenues and interest.

Account Groups:

To make a clear distinction between fixed assets related to specific funds and those
of general government, and between long-term liabilities related to specific funds and
those of a general nature, the following account groups are used:

General Fixed Assets Account Group: This account group is used to present
the general fixed assets of CSB utilized in its general operations. General
fixed assets include land, land improvements, buildings and building
improvements and machinery and equipment owned by CSB.

General Long-Term Obligations Account Group: This account group is used
to account for all general long-term obligations of CSB.

BASIS OF ACCOUNTING

The modified accrual basis of accounting is followed for all governmental funds.
Revenues are recognized in the period in which they become measurable and
available. Available means collectible within the current period or soon enough,
thereafter, to be used to pay liabilities of the current period. The availability period
used for the recognition of revenue was 60 days. Revenues which are accrued
include earnings on investments, intergovernmental revenues and charges for
services.

Expenditures are recognized in the accounting period in which the fund liability is
incurred, if measurable, with the following exceptions: general long-term obligation
principal and interest are reported only when due and costs of accumulated unpaid
vacation, sick leave, pension obligations and compensatory time are reported as
expenditures in the period in which they will be liquidated with current available
financial resources rather than in the period earned by the employees.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

C.

BUDGETARY DATA

CSB is required by state law to adopt annual budgets for its General Fund. The
County Council adopts an appropriations budget by January 1% of a given year, or
adopts a temporary appropriation measure with final passage of a permanent budget
by April 1*. Budgets are adopted by major expenditure and revenue category.
Donated Funds are budgeted and approved by the Board of Directors of CSB only.

Each department and program director of CSB prepares a budget in conjunction with
the Fiscal Department. The budget is reviewed by the Executive Director and
presented to the Finance Review Committee of the Board. The Finance Review
Committee then makes a recommendation to the Board of Directors for approval.
The detailed program budget is then submitted to the Office of Budget and
Management of the County for review by the Social Service Advisory Board. The
Social Service Advisory Board is a committee of citizens appointed by the County
Executive. The committee makes a recommendation to County Council for adoption.

Modifications and amendments, throughout the year, to the original budget must be
processed by the Fiscal Department of CSB. Major modifications are processed
through the Office of Budget and Management of the County and approved by the
Board of Trustees and also through legal resolution by County Council. Each
budgetary statement includes all modifications and supplemental appropriations that
were necessary during the year. The County maintains budgetary control by fund,
function, organizational unit, and object class and does not permit expenditures and
encumbrances to exceed appropriations. Unencumbered and unexpended
appropriations lapse at year end in all annually budgeted funds.

CSB’s budgetary process accounts for certain transactions on a budgetary basis
instead of a GAAP basis. The major differences between the budget basis and the
GAAP basis are that revenues are recorded when actually received (budget) as
opposed to when susceptible to accrual (GAAP) and expenditures are recorded when
paid (budget) as opposed to when incurred (GAAP). CSB does not budget for the
Children Savings account but this account is included in the GAAP basis Statement
of Revenues, Expenditures and Changes in Fund Balance. Additionally, CSB
reflects outstanding encumbrances as expenditures on the budgetary basis. On the
GAAP basis, encumbrances outstanding at year end are reported as reservations of
fund balance and do not constitute expenditures or liabilities because the
commitments will be honored during the subsequent year.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

The actual results of operations compared to the revised appropriations for annually
budgeted governmental funds are presented in the Statement of Revenues,
Expenditures and Changes in Fund Balances - Budget (Non-GAAP Basis) and Actual
- All Governmental Funds Types.

The adjustments necessary to convert the results of operations for the year from the
Non-GAAP Budget Basis to the GAAP Basis for the governmental funds are as
follows:

Excess of Revenues and Other Financing
Sources Over Expenditures and Other Financing Uses
All Governmental Fund Types

General
Non-GAAP Budget Basis $ 4,195,064
Net Adjustment for Revenue Accruals (529,921)
Net Adjustment for Expenditure Accruals (580,932)
Net Adjustment for Encumbrances 1,465,365
Net Adjustment for Nonbudgeted Activity 189,554
GAAP Basis $.4.739.130

Except for the Donated Funds and the Children Savings Funds, all money of CSB is
paid into the County treasury where it is pooled and invested in short-term
investments by the Summit County Treasurer in order to provide improved cash
management. Individual fund integrity is maintained through the County’s financial
records. Investments are stated at market value as of December 31, 2001. For
presentation on the combined balance sheet, investments with original maturities of
three months or less are considered to be cash and cash equivalents.

Interest allocation is determined by the Ohio Constitution, state statutes, and debt
indentures. Under these provisions, the interest earned on CSB’s funds is included
in the General Fund of the County, except for the interest received on the Donated
Funds and the Children Savings Funds, which is received and reported within those
funds.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

E.

FIXED ASSETS AND DEPRECIATION

Property, plant and equipment is stated on the basis of historical cost or, if
contributed, at fair market value at the date received. In cases where information
supporting original costs is not available, estimated historical costs are developed
with the use of an independent appraisal report. All fixed assets which are acquired
or constructed for general governmental purposes are reported as expenditures in the
fund that finances the asset acquisition and are capitalized (recorded and accounted
for) in the General Fixed Assets Account Group. Itis CSB’s capitalization policy to
exclude “infrastructure” or public domain fixed assets from being reported in the
General Fixed Assets Account Group. Depreciation is not provided for in the
General Fixed Assets Account Group.

ACCRUED AND LONG-TERM LIABILITIES

In general, governmental fund payables and accrued liabilities are reported as
obligations of the funds regardless of whether they will be liquidated with current
resources. However, compensated absences and contractually required pension
contributions that will be paid from governmental funds are reported as a liability in
the General Long-Term Obligations Account Group to the extent that they will not
be paid with current available expendable financial resources. Payments made more
than 60 days after fiscal year end are considered not to have used current available
financial resources.

INTERCOUNTY TRANSACTIONS

During the normal course of operations, CSB has several transactions with other
Summit County departments. These transactions include charges for services
provided by one county department to another or reimbursement of shared costs of
children with special needs. Intercounty transactions are recorded as charges for
services and program expenditures in governmental funds.

RESERVED FUND BALANCE

Reserved fund balances indicate that a portion of the fund equity is not available for
current appropriation or use or is legally segregated for future use. The unreserved
portions of fund equity reflected for the governmental funds are available for use
within the specific purposes of the funds. Fund balance reserves have been
established for encumbrances and prepaid items.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

COMPENSATED ABSENCES

Vacation and compensatory time benefits are accrued as a liability as the benefits are
earned if the employees’ rights to receive compensation are attributable to services
already rendered and it is probable that the employer will compensate the employees
for the benefits through paid time off or some other means. Sick leave benefits are
accrued as a liability using the termination method. The liability is based on an
estimate of the amount of accumulated sick leave that will probably be paid as
termination benefits. The amount is based on accumulated sick leave and
employee’s wage rates at year end, taking into consideration any limits specified in
CSB’s termination policy.

INTERGOVERNMENTAL REVENUES

For governmental funds, intergovernmental revenues, such as grants awarded on a
nonreimbursement basis and shared revenues are recorded as receivables and
revenues when measurable and available. Reimbursement type grants are recorded
as receivables and revenues when the related expenditures are incurred.

TOTAL (MEMORANDUM ONLY) COLUMN ON GENERAL PURPOSE
FINANCIAL STATEMENTS

Total columns in the general purpose financial statements are captioned “Total
(Memorandum Only)” to indicate that they are presented to facilitate financial
analysis. Data in these columns do not present financial position, or results of
operations in conformity with Generally Accepted Accounting Principles. Neither
is such data comparable to a consolidation. Interfund eliminations have not been
made in the aggregation of this data.

ACCOUNTING STANDARDS

The GASB has issued Statement No. 33, Accounting and Financial Reporting for
Nonexchange Transactions. Statement No. 33 establishes accounting and financial
reporting standards for determining which fiscal year to report the results of
nonexchange transactions involving financial or capital resources. In a nonexchange
transaction, a government gives (or receives) value without directly receiving (or
giving) equal value in return. CSB has applied this standard for the year ended
December 31, 2001.
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CASH,CASHE

Legal Requirements

Monies held by the County are classified by State statute into two categories. Active monies
means an amount of public monies determined to be necessary to meet current demands upon
the County treasury. Active monies must be maintained either as cash in the County
treasury, in commercial accounts payable or withdrawable on demand, including negotiable
order of withdrawal (NOW) accounts, or in money market deposit accounts.

Monies held by the County which are not considered active are classified as inactive.
Inactive monies can 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 or
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 2% and be marked to market daily, and that the
term of the agreement must not exceed 30 days;

4. Bond and other obligations of the State of Ohio or its political subdivisions, provided
that such political subdivisions are located wholly or partly within the County;

5. Time certificates of deposit or savings or deposit accounts, including, but not limited
to, passbook accounts;

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

7. The State Treasurer’s investment pool (STAR Ohio);
8. Securities lending agreements in which the County lends securities and the eligible
institution agrees to exchange either securities described in division (1) or (2) or cash

or both securities and cash, equal value for equal value;
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CASH, CASH EQUIVALENTS AND INVESTMENTS (Continued)

0. High grade commercial paper in an amount not to exceed 5% of the County’s total
average portfolio.

10.  Bankers acceptances for a period not to exceed 270 days and in an amount not to
exceed ten percent of the County’s total average portfolio.

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 County,
and must be purchased with the expectation that it will be held to maturity.

Protection of the County’s deposits is provided by the Federal Deposit Insurance
Corporation, 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 may be made only through specified dealers and institutions. Payment for
investments may be made only upon delivery of the securities representing the investments
to the treasurer or, if the securities are not represented by a certificate, upon receipt of
confirmation of transfer from the custodian.

As a rule, Summit County does not segregate deposits and investments belonging to its
individual funds. With regard to CSB, the Ohio Revised Code does not specify that a
County must segregate its deposits and investments. Consequently, the County pools the
majority of CSB’s deposits and investments. This amount is presented as cash, cash
equivalents and investments on the balance sheet, in the General Fund and is in the amount
of $44,185,323 as of December 31, 2001. Information regarding the classification of the
County’s deposits and investments per GASB Statement No. 3, Deposits with Financial
Institutions, Investments and Reverse Repurchase Agreements, may be found in the County’s
Comprehensive Annual Financial Report for the year ended December 31, 2001.

CSB maintains the savings accounts for children under the care of CSB, along with accounts
for contributions and bequests that are not reflected on the County’s cash records. These
balances are reported as “Cash and Cash Equivalents in Segregated Accounts” and
“Investments in Segregated Accounts” on the balance sheet to indicate that they are not part
of the County treasury. At December 31, 2001, the carrying amount of CSB’s deposits was
$188,003 and the bank balance was $156,571. The difference between the carrying amount
and the bank balance were items in transit. Included in the bank balance was $109,130
which was insured by FDIC.
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The remainder was uninsured and uncollateralized. Although the collateral was held by the
pledging financial institution’s trust department in the CSB’s name and all statutory
requirements for the deposit of money had been followed, noncompliance with federal
requirement would potentially subject CSB to a successful claim by the FDIC.

Investments

GASB Statement No. 3 requires that local governments disclose the carrying amounts and
market value of investments, classified by risk. Category 1 includes investments that are
insured or registered, or securities held by CSB or its agent in CSB’s name. Category 2
includes uninsured and unregistered investments, with securities held by the counterparty’s
trust department or agent in CSB’s name. Category 3 includes uninsured and unregistered
investments, with securities held by the counterparty, or by its trust department or agent but
not in CSB’s name. Investments in mutual funds are unclassified since they are not
evidenced by securities that exist in physical or book entry form.

Category Market

1 Value
Federal Government Securities  $1,525,844  §$1,573,522
Money Market Funds 284,998 284,998
Total $1.810,842 $1,858.520

CSB adheres to GASB Statement No. 31, Accounting and Financial Reporting for Certain
Investments and for External Investment Pools. This statement establishes accounting and
reporting guidelines for government investments and investment pools. Certain investments
which were reported at cost in previous years are now reported at market value. This
required no change in prior year fund balances.

PROPERTY TAX REVENUES

Property taxes include amounts levied against all real, public utility and tangible (used in
business) property located in the County. 2000 real property taxes were levied after
October 1, 2000, on the assessed value as of January 1, 2000, the lien date, and were
collected in 2001. Assessed values are established by State Law at 35% of appraised market
value. Public utility property taxes received in 2001 attached as a lien on December 31,
1999, were levied after October 1, 2000, and were collected with real property taxes. Public
utility property taxes are assessed on tangible personal property at true value. 2001 tangible
personal property taxes were levied after October 1, 2000, on the value listed as of
December 31, 2000, and were collected in 2001. Tangible personal property assessments are
25% of true value. The assessed value upon which the 2000 taxes were collected was
$10,416,816,307. The full tax rate for all County operations applied to taxable property for
fiscal year ended December 31, 2001, was $13.07 per $1,000 of assessed valuation, of which
$2.56 per $1,000 of assessed valuation is for the operation of CSB.
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PROPERTY TAX REVENUES (Continued)

Real and public utility property taxes are payable annually or semi-annually. If paid
annually, payment is due December 31; if paid semi-annually, the first payment is due
December 31 with the remainder payable by June 20. Under certain circumstances, state
statute permits earlier or later payment dates to be established.

Tangible personal property taxes paid by multi-county taxpayers are due September 20.
Single-county taxpayers may pay annually or semi-annually. If paid annually, payment 1s
due April 30; if paid semi-annually, the first payment is due April 30 with the remainder
payable by September 20.

The County Treasurer collects property taxes on behalf of all taxing districts within the
County. The County Auditor periodically remits to the taxing districts their portions of the
taxes collected. Collection of the taxes and remittance of them to the taxing districts are
accounted for in various funds of the County, including CSB.

Property taxes receivable represent delinquent taxes, outstanding real property, public utility
and tangible personal property taxes which were measurable at December 31, 2001. Total
property tax collections for the next fiscal year are measurable amounts. However, since tax
collections to be received during the available period are not subject to reasonable estimation
at December 31, nor are they intended to finance 2001 operations, the receivable is offset by
a credit to deferred revenues.

Taxes revenue for 2001 was $24,530,250, net of collection fees of $343,858.

RECEIVABLES

Receivables at December 31, 2001, consisted of taxes, accounts, accrued interest, and due

from other governments. Taxes, accounts, accrued interest and due from other governments

are deemed collectible in full. Intercounty receivables are reflected in Note 12 and are

excluded from these figures. A listing of due from other governments is as follows:
General Fund

Source of Funds Amounts
Title IV-E Administration $3,356,333
Northeast Ohio Regional Training Center 81,052
State of Ohio Homestead Rollback 1,291,175
Medicaid 80,479
Title IV-E Maintenance 384,126
City of Akron 8,600
State of Ohio 209,758
Restricted Trust Funds 7,818
Title IV-B 63,750
Child Welfare Medicaid Administration 86,636
Independent Living 128,876
Total General Fund $5.698.603
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6.

FIXED ASSETS

A summary of changes in general fixed assets follows:

Balance Balance
12/31/00 Additions Disposals 12/31/01

Land $ 511,063 $ - § - $ 511,063
Buildings 13,536,383 - - 13,536,383
Machinery and Equipment 2,530,055 207,187 - 2,737,242
Vehicles 317,549 - - 317,549
Construction in progress - 25.560 - 25,560
Total $16.895,050 $232.747 $_- $17.127,797

DEFINED BENEFIT PENSION PLAN

CSB contributes to the Public Employees Retirement System of Ohio (PERS), a cost-sharing
multiple employer defined benefit pension plan administered by the Public Employees
Retirement Board. PERS provides basic retirement, disability, annual cost of living
adjustments, and death benefits based on eligible service credit to members and beneficiaries.
Benefits are established by Chapter 145 of the Ohio Revised Code. PERS issues a publicly
available stand-alone financial report that includes financial statements and required
supplementary information for PERS. That report may be obtained by writing to the Public
Employees Retirement System, 277 East Town Street, Columbus, Ohio 43215-4642 or by
calling 614-466-2085 or 1-800-222-PERS(7377).

Under statutory authority provided by the Ohio Revised Code, plan members are required
to contribute 8.5% of their annual covered salary to fund pension obligations and CSB is
required to contribute 13.55%. Contributions are authorized by state statute. The
contribution rates are determined actuarially. The 2001 employer contribution rate for state
employers was 13.31% of covered payroll. For local government employer units, the rate
was 13.55% of covered payroll (which applied to CSB). For law enforcement, the employer
rate was 16.70% of covered payroll. The required employer contributions from CSB to
PERS for the years ended 2001, 2000 and 1999 were $2,202,437, $1,528,498 and
$1,834,685, respectively. 95.6%, 97.1% and 71.8% of the required amounts, respectively,
were contributed in the respective years with the remainders being reported as fund liabilities
which were paid-in-full in the immediate succeeding years.
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POSTEMPLOYMENT BENEFITS OTHER THAN PENSION BENEFITS

In addition to the pension benefits described in Note 7, the Public Employees Retirement
System of Ohio provides post-retirement health care coverage to age and service retirees with
ten or more years of qualifying Ohio service credit. Health care coverage for disability
recipients and primary survivor recipients is available. The health care coverage provided
by the retirement system is considered an Other Postemployment Benefit (OPEB) as
described in GASB Statement No. 12, Disclosure of Information on Postemployment
Benefits Other Than Pension Benefits by State and Local Governmental Employers. A
portion of each employer’s contribution to PERS is set aside for the funding of post-
retirement health care. The Ohio Revised Code provides statutory authority for employer
contributions. The 2001 employer contribution rate for state employers was 13.31% of
covered payroll; 4.30% was the portion that was used to fund health care for the year. For
local government employer units the rate was 13.55% of covered payroll (which applied to
CSB); 4.30% was the portion that was used to fund health care for the year. The law
enforcement employer rate was 16.70% and 4.30% was used to fund health care for the year.

The Ohio Revised Code provides the statutory authority regarding public employers to fund
post-retirement health care through their contributions to PERS.

A. Summary of Assumptions:

Actuarial Review. The assumptions and calculations below were based on the
System’s latest Actuarial Review performed as of December 31, 2000.

Funding Method. An entry age normal actuarial cost method of valuation is used in
determining the present value of OPEB. The difference between assumed and actual
experience (actuarial gains and losses) becomes part of unfunded actuarial accrued
liability.

Assets Valuation Method. All investments are carried at market value. For actuarial
valuation purposes, a smoothed market approach is used. Under this approach assets
are adjusted annually to reflect 25% of unrealized market appreciation or
depreciation on investment assets.

Investment Return. The investment assumption rate for 2000 was 7.75%.

Active Employee Total Payroll. An annual increase of 4.75% compounded
annually, is the base portion of the individual pay increase assumption. This assumes
no change in the number of active employees. Additionally, annual pay increases,

over and above the 4.75% base increase, were assumed to range from 0.54% to 5.1%.

Health Care. Health care costs were assumed to increase 4.75% annually.
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8. POSTEMPLOYMENT _BENEFITS OTHER THAN PENSION BENEFITS

(Continued)
B. OPEBs are advance-funded on an actuarially determined basis.
1. The number of active contributing participants was 411,076.
2. The rates stated above are the actuarially determined contribution
requirements for PERS. Included in CSB’s year 2001 cash contributions to
PERS of $2,106,200 was $668,297 which was used to fund postemployment
benefits.
3. $11,735.9 million represents the actuarial value of the Retirement System’s
net assets available for OPEB at December 31, 2000.
4. The actuarially accrued liability and the unfunded actuarial accrued liability,

based on the actuarial cost method used, were $14,364.6 million and $2,628.7
million, respectively.

9. DEFERRED COMPENSATION

CSB employees and appointed officials may participate in a deferred compensation plan
created in accordance with Internal Revenue Code Section 457 which is offered by the State
of Ohio. Participation is on a voluntary payroll deduction basis and is available to all
employees. The plan permits deferral of compensation until future years. According to the
plan, the deferred compensation is not available to employees until termination, retirement,
death or unforeseeable emergency.

Effective September 1, 1998, CSB adopted GASB Statement No. 32, Accounting and
Financial Reporting for Internal Revenue Code Section 457 Deferred Compensation Plans,
and all assets were transferred to a trust held by the Ohio Public Employees Deferred
Compensation Program. Accordingly, the assets and related liabilities are not recorded on
the CSB’s balance sheet at December 31, 2001.

CSB employees and appointed officials may also participate in a deferred compensation plan
created in accordance with Internal Revenue Code Section 403(b). Participation is on a
voluntary payroll deduction basis and is available to all employees. The plan permits
deferral of compensation until future years. According to the plan, the deferred
compensation is not available to employees until termination, retirement, death or
unforeseeable emergency.
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10.

11.

COMPENSATED ABSENCES

Vacation is accumulated at varying rates ranging from two to six weeks per year depending
on length of service. Accumulated vacation cannot exceed three times the annual
accumulation rate for an employee. Unused vacation is payable upon termination of
employment for those employees with 12 months of service. All employees earn sick leave
at the rate of 4.6 hours for each 80 hours of work completed. Sick leave credit accumulates
without limit. Upon retirement, an employee may be paid for 25% of his/her accumulated
sick leave credit. Sick leave is paid at a rate equal to the hourly rate at the time of retirement,
and may not exceed a total of 240 paid hours. In February 2001, CSB approved a retroactive
sick leave policy which allowed employees classified as management and confidential to
accumulate up to 720 hours. Caseworkers, public information officers, volunteer
coordinators, and registered nurses can also earn compensatory time up to a maximum of 80
hours. Members of management can earn compensatory time up to a maximum of 40 hours.
Upon termination of employment with CSB, caseworkers, public information officers,
volunteer coordinators, and registered nurses will be compensated for up to 80 hours of their
unused compensatory time, while members of management will be compensated for up to
40 hours of their unused compensatory time. All sick leave and vacation payments are made
at the employee’s wage rate at the time of retirement. Vacation, sick leave and compensatory
time accumulated by Governmental Fund Type employees have been recorded in the General
Long-Term Obligations Account Group.

CSB records an accrual for sick leave at year end for any employee eligible for retirement
at December 31. Summit County, fiscal officer of CSB, records sick leave for any employee
with eight or more years of service. If CSB recorded sick leave in accordance with Summit
County’s policy, the total compensated absences payable would have totaled $2,064,318 at
December 31, 2001.

OTHER EMPLOYEE BENEFITS

CSB provides major medical/hospitalization coverage for all regular, full-time employees
through Medical Mutual of Ohio. These benefits, single and family coverage as applicable,
are effective ninety (90) days from the first day of employment. Employees may select from
a program of traditional coverage which requires a deductible and co-payments, a Health
Maintenance Organization (HMO), or a Preferred Provider Organization (PPO). Prescription
drug coverage is included with each health benefit plan. In April 1996, all full-time
employees covered by an insurance plan started paying a portion of the premium through
payroll deductions to help defray rising hospitalization costs.

As of April 1, 1993, a cafeteria plan of benefits was offered to management and confidential
employees as an alternative to the basic insurance plan. Any remaining balance within this
plan reverts to CSB’s General Fund at the end of each year.

Upon completion of two (2) years, full-time employees are provided dental and vision care
benefits for themselves and eligible dependents. Life insurance is also provided as a benefit
to full-time employees after the first year of employment. Additional life insurance may be
purchased by eligible employees.
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12.

13.

14.

15.

INTERCOUNTY RECEIVABLES/PAYABLES

As of December 31, 2001, intercounty receivables and payables resulting from unpaid
charges for services from other departments of the County of Summit were as follows:

General Fund Receivable _Payable
Mental Retardation and Development $ - § 2,450
Public Employees Retirement System - 84,385
Workers” Compensation - 115,421
Total General Fund $__- $202.256
RISK MANAGEMENT

CSB maintains insurance for comprehensive auto, blanket risk on all real and personal
property including improvements, money and securities and a public employee blanket bond
with private carriers.

Professional liability insurance coverage was discontinued in 1993. Since 1994, CSB has
maintained sufficient cash reserves within the General Fund to cover any potential liability
claims against CSB. CSB did not pay any claims during 2001. There was no liability
recorded for claims at the end of 2001. In June 1999, CSB obtained general professional and
liability insurance coverage for all employees, foster parents and volunteers of the agency.

CSB also maintains an indemnity policy for the Board of Directors.

Settled claims have not exceeded commercial coverage in any of the last three years and
there were no significant reductions in coverage from the coverage provided last year.

CONTINGENCIES

Judgments and Claims: CSB is subject to several claims and litigation of various types. As
of December 31, 2001 and May 28, 2002, the probability of loss potential was not
determinable, and was accordingly not recorded on the financial statements. However, as
of May 28, 2002, the possible estimated range of loss, if any, was between $25,000 and
$10,000,000.

LEASES

CSB leases three office facilities under noncancellable operating lease agreements (one one-
year agreement, one two-year agreement, and one three-year agreement), and two storage
facilities, one under a one-year agreement and one under a month-to-month lease
arrangement. The aggregate required monthly lease payments are $7,040 with annual
increases based on the consumer price index. The monthly payments for the month-to-month
leases total $390. Lease expense for these facilities in 2001 was approximately $95,000.
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15. LEASES (Continued)

Minimum rental payments required for the lives of these leases are as follows:

3

2002 $47.57

CSB also has several equipment lease arrangements based upon usage. Total expense on
these leases for 2001 was approximately $140,000.
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. BROTT MARDIS & CO.

Certified Public Accountants

‘ 106 South Main St., Suite 1306, Akron, Ohio 44308-1418
330-762:5022  fax: 330-762:2727 www.brottmardis.com

REPORT ON COMPLIANCE AND ON INTERNAL CONTROL OVER FINANCIAL
REPORTING BASED ON AN AUDIT OF FINANCIAL STATEMENTS
PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Board of Trustees

Summit County Children Services Board
264 South Arlington Street

Akron, Ohio 44306-1399

We have audited the general purpose financial statements of Summit County Children Services
Board (CSB), as of and for the year ended December 31, 2001, and have issued our report thereon
dated May 28, 2002. 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.

Compliance

As part of obtaining reasonable assurance about whether CSB’s general purpose financial statements
are free of material misstatement, we performed tests of its compliance with certain provisions of
laws, regulations, contracts and grants, 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 that are
required to be reported under Government Auditing Standards. However, we noted certain
immaterial instances of noncompliance that we have reported to management of CSB in a separate
letter dated May 28, 2002.
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Internal Control Over Financial Reporting

In planning and performing our audit, we considered CSB’s internal control over financial reporting
in order to determine our auditing procedures for the purpose of expressing our opinion on the
general purpose financial statements and not to provide assurance on the internal control over
financial reporting. Our consideration of the internal control over financial reporting would not
necessarily disclose all matters in the internal control over financial reporting that might be material
weaknesses. A material weakness is a condition in which the design or operation of one or more of
the internal control components does not reduce to a relatively low level the risk that misstatements
in amounts that would be material in relation to the general purpose financial statements being
audited may occur and not be detected within a timely period by employees in the normal course of
performing their assigned functions. We noted no matters involving the internal control over
financial reporting and its operation that we consider to be material weaknesses.

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

A WMuder £ Co.

ertified Public Accountants
May 28, 2002
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STATE OF OHIO P.O. Box 1140

OFFICE OF THE AUDITOR Columbus, Ohio 43216-1140
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JiM PETRO, AUDITOR OF STATE 800-282-0370
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SUMMIT COUNTY CHILDREN SERVICES BOARD
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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
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