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TO: ALL EDUCATIONAL SERVICE CENTERS
ALL IPAS

SUBJECT: REVENUE CLASSIFICATION 

Educational Service Centers (ESCs) receive a significant portion of their revenue for
providing services to other school districts.  In the past, these dollars have consistently
been reported as intergovernmental revenue.  Many ESCs, however, have begun
reporting this money as contract services revenue to better reflect the nature of the
transactions that generate the receipts.  The purpose of this Bulletin is to review the
primary revenue sources for ESCs and classify those receipts as either intergovernmental
or contract services.

Primary Revenue Sources and Their Classification

There are two primary sources of operating revenue for ESCs.  The first primary source
for ESC operating dollars comes from payments made directly to the ESC by districts
that have contracted with the ESC for services.  These dollars are clearly contract services
revenue and should be reported as such.  The second source is State foundation
distributions.  The ESC settlement report for foundation payments has three sections:
paid by the State, paid by the local school districts and paid under contract by the local
school districts.  Each section needs to be analyzed to determine proper revenue
classification.

State Foundation Distributions - Amounts Paid by the State. This section has four parts.
The first part is entitled Special Education and includes State funding for early childhood
(preschool) and gifted units as well as extended service amounts for teachers involved in
cooperative units.  The extended service amounts received from the State will eventually
be recovered by the State from the districts that are part of the cooperative agreement;
these amounts will appear on the school foundation statement of settlement for the
participating districts as journal voucher (JV) deductions.

The second part of this section is the per pupil amount.  This amount is provided by the
State.  It is currently calculated by multiplying the ADM (as defined in Section 3317.11,
R.C.) of the local districts within the limits of the ESC's territory times $37.00 if the ESC
covers one or two counties, or times $40.52 if the ESC covers three or more counties.  The
ESC also receives a per pupil amount for city and exempted village districts with which
it had entered into a contract by January 1, 1997. 

The third part represents supervisory extended service amounts associated with co-op
units.  This amount will be recovered by the State from the districts that are parties to the
cooperative agreement; these amounts will also eventually appear on the school
foundation statement of settlement for the participating districts as journal voucher (JV)
deductions.
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The final part of this section is the guarantee amount paid to ESCs serving less than
10,000 students or to an ESC that otherwise would have experienced a reduction in State
funding because a local district had changed status to a city district.

The amounts paid by the State for co-op extended service and recovered from the
participating districts are contract services revenue.  The other money distributed within
this section is State money appropriately recorded as unrestricted grants-in-aid.

State Foundation Distributions - Amounts Paid by the Locals. This section has three
parts.  The first part is the amount paid by the districts for supervisors, the second part is
the per pupil amount paid by the districts and the third part is the extended service
amounts paid by the districts for units that are not being provided under a co-op
agreement.  These amounts are withheld by the State from the participating districts on
the SF-3 as part of the “County ESC Deduct” and forwarded to the appropriate ESC.

These amounts all represent contract services revenue.

State Foundation Distributions - Amounts Paid under Contract by Locals. This section
has only one part.  It represents amounts due to the ESC for services provided under
contract with participating districts which the ESC is having the State collect on its
behalf.  This amount is withheld by the State from the participating districts on the SF-3
as part of the “County ESC Deduct” and forwarded to the appropriate ESC.  

These amounts also represent contract services revenue.

New Account Codes

The creation of new account codes to facilitate tracking the variety of contract services
revenues received by the ESCs from other districts is under consideration.   It was
determined that the creation of these codes now would be premature.  Once the ESCs
decide what, if any, changes and/or additions need to be made, they will be incorporated
into Uniform School Accounting System.

For now it is recommended that ESCs utilize the 1200 group of receipt codes to record
contract services revenue related to student instruction.  The State settlement sheet will
be modified to reflect the proper classification of the revenue being distributed.

Questions concerning this Bulletin may be addressed to the Local Government Services
Division at 800-345-2519 or 614-466-4717.
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