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We have reviewed the Independent Auditor’s Report of the Mental Health, Drug, and Alcohol
Services Board of Logan and Champaign Counties, Logan County, prepared by Rea & Associates,
Inc., for the audit period July 1, 2004 through June 30, 2005. 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.

The financial statements in the attached report are presented in accordance with a regulatory basis
of accounting prescribed or permitted by the Auditor of State. Due to a February 2, 2005
interpretation from the American Institute of Certified Public Accountants (AICPA),
modifications were required to the Independent Auditor’s Report on your financial statements.
While the Auditor of State does not legally require your government to prepare financial
statements pursuant to Generally Accepted Accounting Principles (GAAP), the AICPA
interpretation requires auditors to formally acknowledge that you did not prepare your financial
statements in accordance with GAAP. The attached report includes an opinion relating to GAAP
presentation and measurement requirements, but does not imply the statements are misstated under
the non-GAAP regulatory basis. The Independent Auditor’s Report also includes an opinion on
the financial statements using the regulatory format the Auditor of State permits.

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 Mental Health, Drug, and Alcohol Services Board
of Logan and Champaign Counties is responsible for compliance with these laws and regulations.
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September 21, 2005

Board Members

Mental Health, Drug, and Alcohol Services
Board of Logan and Champaign Counties
West Liberty, Ohio 43357

Independent Auditor’s Report

We have audited the accompanying financial statements of the Mental Health, Drug, and Alcohol Services Board of
Logan and Champaign Counties (the “Board”), as of and for the year ended June 30, 2005. These financial
statements are the responsibility of the Board’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 Govermment 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 described more fully in Note 1, the Board has prepared these financial statements using accounting practices the
Auditor of State prescribes or permits. These practices differ from accounting principles generally accepted in the
United States of America (GAAP). Although we cannot reasonably determine the effects on the financial statements
of the variances between these regulatory accounting practices and GAAP, we presume they are material.

Revisions to GAAP would require the Board to reformat its financial statement presentation and make other changes
effective for the year ended June 30, 2005. Instead of the combined funds the accompanying financial statements
present for 2005, the revisions require presenting entity wide statements and also to present its larger (i.e. major)
funds separately for 2005. While the Board does not follow GAAP, generally accepted auditing standards require us
to include the following paragraph if the statements do not substantially conform to the new GAAP presentation
requirements. The Auditor of State permits, but does not require governments to reformat their statements. The
Board has elected not to reformat its statements. Since this Board does not use GAAP to measure financial statement
amounts, the following paragraph does not imply the amounts reported are materially misstated under the accounting
basis the Auditor of State permits. Our opinion on the fair presentation of the amounts reported pursuant to its non-
GAAP basis is in the second following paragraph.

Cambridge Columbus Coshocton Lima Marietta Millersburg Medina New Philadelphia Wooster

Member Jeffreys Henry International
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Mental Health, Drug, and Alcohol Services
Board of Logan and Champaign Counties
September 21, 2005

Page 2

In our opinion, because of the effects of the matter discussed in the preceding two paragraphs, the financial statements
referred to above for the year ended June 30, 2005 do not present fairly, in conformity with accounting principles
generally accepted in the United States of America, the financial position of the Board as of June 30, 2005, or its
changes in financial position for the year then ended.

Also, in our opinion, the financial statements referred above present fairly, in all material respects, the combined fund
cash balances and reserve for encumbrances of the Board, as of June 30, 2005, and its combined cash receipts and
disbursements for the year then ended on the accounting basis Note 1 describes.

The aforementioned revision to generally accepted accounting principles also requires the Board to include
Management's Discussion and Analysis for the year ended June 30, 2005. The Board has not presented
Management's Discussion and Analysis, which accounting principles generally accepted in the Unites States of
America has determined is necessary to supplement, although not required to be part of, the financial statements.

In accordance with Government Auditing Standards, we have issued our report dated September 21, 2005, on our
consideration of the Board's internal control over financial reporting and our tests of its compliance with certain
provisions of laws, regulations, contracts and grant agreements and other matters. While we did not opine on the
internal control over financial reporting or on compliance, that report describes the scope of our testing of internal
control over financial reporting and compliance and the results of that testing. That report is an integral part of an
audit performed in accordance with Government Auditing Standards. You should read it in conjunction with this
report in assessing the results of our audit.

We conducted our audit to form an opinion on the financial statements. U.S. Office of Management and Budget
Circular A-133, Audits of States, Local Governments, and Non-profit Organizations requires presenting a schedule of
expenditures of federal awards that is not a required part of the financial statements. We subjected the schedule of
federal award expenditures to the auditing procedures applied in the audit of the financial statements. In our opinion,
this information is fairly stated, in all material respects, in relation to the financial statements taken as a whole.

Hea Vhotrcietory Se .



MENTAL HEALTH, DRUG, AND ALCOHOL SERVICES
BOARD OF LOGAN AND CHAMPAIGN COUNTIES

COMBINED STMT OF CASH RECEIPTS, CASH DISBURSEMENTS,
AND CHGS IN FUND CASH BAL
ALL GOVT'L AND FIDUCIARY FUND TYPES
FOR THE YEAR ENDED JUNE 30, 2005

Special Total
General Revenue Fiduciary (Memorandum
Fund Fund Funds Only)
RECEIPTS:
Taxes $ 791,260 $ 0 $ 0 $ 791,260
Intergovernmental 0 4,760,623 0 4,760,623
Rental income 59,340 0 0 59,340
Charges for Services 100,167 0 0 100,167
Total receipts 950,767 4,760,623 0 5,711,390
DISBURSEMENTS:
Salaries 625 223,967 0 224,592
Benefits 69,664 0 0 69,664
Purchased Services 522,991 4,329,000 0 4,851,991
Contract Labor 7,252 0 0 7,252
Board Operations 48,060 0 0 48,060
Supplies and Materials 21,994 0 0 21,994
Professional Fees 12,812 0 0 12,812
Repairs 18,501 0 0 18,501
Rental Expenses 9,312 0 0 9,312
Adpvertising and Printing 15,921 0 0 15,921
Dues and Memberships 63,253 0 0 63,253
Travel and Training 8,669 0 0 8,669
Total disbursements 799,054 4,552,967 0 5,352,021
Excess of receipts and other financing sources
over disbursements 151,713 207,656 0 359,369
FUND CASH BALANCES, July 1, 2004 300,055 775,605 125 1,075,785
FUND CASH BALANCES, June 30, 2005 $ 451,768 $ 983,261 $ 125 $ 1,435,154
Reserve for Encumbrances, June 30, 2005 $ 79,960 $ 1,531,795 $ 0 $ 1,611,755

The accompanying notes are an integral part of these financial statements.
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MENTAL HEALTH, DRUG, AND ALCOHOL SERVICES
BOARD OF LOGAN AND CHAMPAIGN COUNTIES

NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2005

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A.

DESCRIPTION OF THE ENTITY

Mental Health, Drug, and Alcohol Services Board of Logan and Champaign Counties (the Board) 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 Board is directed by a Board of
Directors, who are appointed by the Director of the Ohio Department of Mental Health, Director of
Ohio Department of Alcohol and Drug Addiction, and the County Commissioners of Logan and
Champaign Counties. = The Board provides services for mentally ill, emotionally disturbed, and
alcohol and drug addicted persons. These services are provided primarily through contracts with
private and public agencies.

The Champaign County Auditor and Champaign County Treasurer serve respectively as fiscal officer
and custodian of all public funds. The Board’s management believes these financial statements

present all activities for which the Board is financially accountable.

BASIS OF ACCOUNTING

The Board prepares its financial statements on a basis of cash receipts and disbursements;
consequently, certain revenues and the related assets are recognized when received rather than when
earned, and certain expenditures are recognized when paid rather than when the obligation is
incurred.

CASH
As required by Ohio Revised Code, the Board’s cash is held and invested by the Champaign County
Treasurer, who acts as custodian for the Board’s money. The Board’s assets are held in the County’s

cash and investment pool, and are valued by the County Treasurer at carrying value.

FIXED ASSETS

The Board records disbursements for acquisitions of property, plant, and equipment when paid. The
accompanying financial statements do not report these items as assets.

DEBT

The Board has non-interest bearing debt with the Ohio Department of Mental Health (ODMH). The
financial statements do not include a liability for this debt.
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MENTAL HEALTH, DRUG, AND ALCOHOL SERVICES
BOARD OF LOGAN AND CHAMPAIGN COUNTIES

NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2005

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

F.

FUND ACCOUNTING

The Board maintains its accounting records in accordance with the principles of fund accounting.
Fund accounting is a concept developed to meet the needs of governmental entities in which legal or
other restraints require the recording of specific receipts and disbursements. The transactions of each
fund are reflected in a self-balancing group of accounts, an accounting entity which stands separate
from the activities reported in other funds. The restrictions associated with each type of funds are as
follows:

Governmental Fund Types

General Fund
The General Fund is the general operating fund of the Board. It is used to account for all financial
resources except those required by law or contract to be accounted for in another fund.

Special Revenue Funds

Special revenue funds are to account for proceeds of specific revenue sources that are legally
restricted to disbursements for specified purposes. The Board had the following significant Special
Revenue Fund:

Ohio Department of Mental Health (ODMH) Medicaid Fund - This fund receives money
from the federal government and is passed through the ODMH to provide specific eligible
services to Medicaid-eligible people.

Fiduciary (Agency) Funds
Fiduciary funds are used to account for resources restricted for which the Board receives in an agency
capacity.

BUDGETARY PROCESS

The Ohio Revised Code requires that each fund be budgeted annually.

1. Appropriations
Budgetary expenditures (that is, disbursements and encumbrances) may not exceed

appropriations at the fund, function or object level of control and appropriations may not
exceed estimated resources. The Board must annually approve appropriation measures and
subsequent amendments. The Champaign County Budget Commission must also approve the
annual appropriation measure. Unencumbered appropriations lapse at year-end.

2. Estimated Resources
Estimated resources include estimates of cash to be received (budgeted receipts) plus
unencumbered cash as of July 1. The Champaign County Budget Commission must also
approve estimated resources on a calendar year basis.




MENTAL HEALTH, DRUG, AND ALCOHOL SERVICES
BOARD OF LOGAN AND CHAMPAIGN COUNTIES

NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2005

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

3. Encumbrances
The Ohio Revised Code requires the Board to reserve (encumber) appropriations when
commitments are made. Encumbrances outstanding at year-end are carried over, and need
not be reappropriated in the subsequent year.

A summary of Fiscal Year 2005 budgetary activity appears in Note 2.

H. UNPAID VACATION AND SICK LEAVE

In certain circumstances, such as upon leaving employment, employees are entitled to cash payments
for unused leave. The financial statements do not include a liability for unpaid leave.

I TOTAL COLUMN ON FINANCIAL STATEMENTS

Total columns on the financial statements are captioned “(Memorandum Only)” to indicate that they
are presented only to facilitate financial analysis. Such data is not comparable to a consolidation.

BUDGETARY ACTIVITY

Budgetary activity for the year ended June 30, 2005 follows:

2005 Budgeted vs. Actual Receipts

Budgeted Actual
Fund Type Receipts Receipts Variance
General Fund $ 883,120 $ 950,767 $ 67,647
Special Revenue Funds 4,295,580 4.760.623 465,043
Total $5,178,700 $5,711,390 $ 532,690
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MENTAL HEALTH, DRUG, AND ALCOHOL SERVICES
BOARD OF LOGAN AND CHAMPAIGN COUNTIES

NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2005

BUDGETARY ACTIVITY (continued)

2005 Budgeted vs. Actual Expenditures

Budgeted Actual
Fund Type Expenditures Expenditures Variance
General Fund $ 993,888 $ 799,054 $ 194,834
Special Revenue Funds 4,834,373 4.552.967 281.406
Total $5.828,261 $5,352,021 $ 476,240

PROPERTY TAX

Champaign County

Real property taxes are levied on assessed values which equal 35% of appraised value. The county auditor
reappraises all real property every six years with a triennial update. The last update was completed for tax
year 2002.

Real property taxes become a lien on all non-exempt real property located in the county on January 1. Real
property taxes are payable annually or semiannually. If paid annually, payment is due December 31; if paid
semiannually, the first payment is due December 31 with the remainder payable by June 20 of the following
year. Under certain circumstances, state statute permits later payment dates to be established.

The full tax rate applied to real property for the tax (calendar) year 2003 was $.70 per $1,000 of assessed
valuation. After adjustment of the rate for inflationary increases in property values, the effective tax rate was
$.364854 per $1,000 of assessed valuation for real property classified as residential/agricultural, and
$.485616 per $1,000 of assessed valuation for all other real property. Real property owners’ tax bills are
further reduced by homestead and rollback deductions, when applicable. The amount of these homestead and
rollback reductions is reimbursed to the Board by the State of Ohio.

Owners of tangible personal property are required to file a list of such property, including costs, by April 30
of each year. The property is assessed for tax purposes at varying statutory percentages of cost. The tax rate
applied to tangible personal property for the fiscal year ended June 30, 2005 was $.70 per $1,000 of assessed
valuation.



MENTAL HEALTH, DRUG, AND ALCOHOL SERVICES
BOARD OF LOGAN AND CHAMPAIGN COUNTIES

NOTES TO THE FINANCIAL STATEMENTS

JUNE 30, 2005
PROPERTY TAX (Continued)
Real property — 2004 valuation:
Residential/Agricultural $1,184,976,550
Commercial/Industrial/Minerals 213,551,780
Public Utilities 602,490

Tangible personal property - 2005 valuation:

General 230,430,918
Public Utilities 70,066,200
Total valuation $1,699,627,938

The Champaign County Treasurer collects property tax on behalf of all taxing districts within the county.
The Champaign County Auditor periodically remits to the taxing districts their portion of the taxes collected.

Logan County

Real property taxes are levied on assessed values which equal 35% of appraised value. The county auditor
reappraises all real property every six years with a triennial update. The last update was completed for tax
year 2002.

Real property taxes become a lien on all non-exempt real property located in the county on January 1. Real
property taxes are payable annually or semiannually. If paid annually, payment is due December 31; if paid
semiannually, the first payment is due December 31 with the remainder payable by June 20 of the following
year. Under certain circumstances, state statute permits later payment dates to be established.

The full tax rate applied to real property for the tax (calendar) year 2004 was $.70 per $1,000 of assessed
valuation. After adjustment of the rate for inflationary increases in property values, the effective tax rate was
$.36 per $1,000 of assessed valuation for real property classified as residential/agricultural, and $.49 per
$1,000 of assessed valuation for all other real property. Real property owners’ tax bills are further reduced by
homestead and rollback deductions, when applicable. The amount of these homestead and rollback
reductions is reimbursed to the Board by the State of Ohio.

Owners of tangible personal property are required to file a list of such property, including costs, by April 30
of each year. The property is assessed for tax purposes at varying statutory percentages of cost. The tax rate
applied to tangible personal property for the fiscal year ended June 30, 2005 was $.70 per $1,000 of assessed
valuation.



MENTAL HEALTH, DRUG, AND ALCOHOL SERVICES
BOARD OF LOGAN AND CHAMPAIGN COUNTIES

NOTES TO THE FINANCIAL STATEMENTS

JUNE 30, 2005
PROPERTY TAX (Continued)
Real property — 2004 valuation:
Residential/Agricultural $ 665,001,130
Commercial/Industrial 141,433,130
Public Utilities 465,540

Tangible personal property - 2005 valuation:

General 151,312,376
Public Utilities 39,006,960
Total valuation $ 997,219,136

The Logan County Treasurer collects property tax on behalf of all taxing districts within the county. The
Logan County Auditor periodically remits to the taxing districts their portion of the taxes collected

RETIREMENT COMMITMENTS

The Board employees belong to the Public Employee Retirement System (PERS) of Ohio. PERS is a cost-
sharing, multiple-employer plan. This plan provides retirement benefits, including postretirement healthcare,
and survivor and disability benefits to participants as prescribed by the Ohio Revised Code.

Contribution rates are also prescribed by the Ohio Revised Code. For fiscal year 2004, PERS members
contributes 8.5% of their gross salaries. The Board contributed an amount equal to 13.55% of participants’
gross salaries. The Board paid all contributions required through June 30, 2005. Refer to Champaign
County, Ohio financial report for complete pension disclosure.



MENTAL HEALTH, DRUG, AND ALCOHOL SERVICES
BOARD OF LOGAN AND CHAMPAIGN COUNTIES

NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2005

LONG-TERM OBLIGATIONS

The Board has entered into five non-interest bearing mortgage agreements with the Ohio Department of
Mental Health. In accordance with the mortgage agreements the loans are forgiven by the State of Ohio over
a period of 40 years, under the condition the facilities are used exclusively for the purpose of providing
mental health services.

The Board has the following long-term obligations with the ODMH as of June 30, 2005:

Mortgage, ODMH, original loan balance of
$818,084, non-interest bearing note, forgiven
by the ODMH in monthly installments of $1,704,
term of the loan expires November, 2033. $ 581,185

Mortgage, ODMH, original loan balance of
$125,000, non-interest bearing note, forgiven
by the ODMH in monthly installments of $260,
term of the loan expires October, 2035. 94,536

Mortgage, ODMH, original loan balance of
$154,488, non-interest bearing note, forgiven
by the ODMH in monthly installments of $322,
term of the loan expires August, 2041. 139,681

Mortgage, ODMH, original loan balance of
$208,512, non-interest bearing note, forgiven
by the ODMH in monthly installments of $434,
term of the loan expires April 2042. 192,009

Mortgage, ODMH, original loan balance of
$76,000, non-interest bearing note, forgiven
by the ODMH in monthly installments of $158,

term of the loan expires August, 2043. 72,521
Total long-term obligations $1,079,932

10
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MENTAL HEALTH, DRUG, AND ALCOHOL SERVICES
BOARD OF LOGAN AND CHAMPAIGN COUNTIES

NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2005

LONG-TERM OBLIGATIONS (continued)

Principal amounts of long-term obligations are forgiven as follows:

2006 $ 34,536
2007 34,536
2008 34,536
2009 34,536
2010 34,536
Thereafter 907,252

$1,079,932

Principal forgiven by the ODMH during the year ended June, 30, 2005 amounted to $34,536.

LEASE REVENUE

The Board has entered into a lease for the mental health center at 1521 N. Detroit Street, West liberty, Ohio
with Consolidated Care, Inc. a funded agency of the Board. Rent income for the year ended June 30, 2005
was $59,340.

CONTINGENCIES

Grants

The Board received financial assistance from federal and state 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 is subject to audit by the grantor agencies. Any disallowed
claims resulting from such audits could become a liability of the general fund or other applicable funds.

RISK MANAGEMENT

The Board has obtained commercial insurance for the following risks:

-Director and Officer Insurance
-Comprehensive Property and General Liability
-Bond Insurance

-Errors and Omissions

There was no reduction in the level of coverage during the year and settled claims have not exceeded
insurance coverage in any of the past three years.

11



MENTAL HEALTH, DRUG, AND ALCOHOL SERVICES

BOARD OF LOGAN AN CHAMPAIGN COUNTIES

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

FOR THE YEAR ENDED JUNE 30, 2005

Federal Grantor/
Pass Through Grantor
Program Title

U.S. Department of Health and
Human Services:
Passed through State Department of Mental Health:

Block Grants-
Community Plan
Children/Adolescent
Total Block Grants for Community Mental Health Services

Title XX
Title XIX
Children's Health Insurance Program

Total Ohio Department of Mental Health

Passed through State Department of Alcohol
and Drug Addiction Services:

Block Grant- Drug Treatment, Prevention and IV Users

Title XIX

Children's Health Insurance Program

Total Ohio Department of Alcohol and Drug Addiction Services
Total U.S. Department of Health and Human Services
U.S. Department of Housing and Urban Development:
Direct Award:

Supporting Housing Program

Total

Total U.S. Department of Housing and Urban Development

Total Expenditures of Federal Awards

(1) Pass through entity numbers not available from State agencies.

The accompanying notes are an integral part of this schedule.

12

Pass Through Federal
Entity CFDA Federal
Number Number Expenditures
(1) 93.958 42,117
(1) 93.958 13,829
55,946
(1) 93.667 54,972
(1) 93.778 1,443,781
(1) 93.767 14,638
1,569,337
(1) 93.959 270,248
(1) 93.778 195,639
(1) 93.767 1,059
466,946
2,036,283
N/A 14.235 33,461
33,461
33,461
2,069,744




NOTE 1:

NOTE 2:

MENTAL HEALTH, DRUG, AND ALCOHOL SERVICES
BOARD OF LOGAN AND CHAMPAIGN COUNTIES

NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2005

BASIS OF PRESENTATION

The accompanying schedule of expenditures of federal awards includes the federal grant activity of the
Mental Health, Drug, and Alcohol Services Board of Logan and Champaign Counties and is presented on
the cash basis of accounting. The information in this schedule is presented in accordance with the
requirements of OMB Circular A-133, Audits of States, Local Governments, and Non-Profit
Organizations.

MEDICAID

The Mental Health, Drug, and Alcohol Services Board of Logan and Champaign Counties expended
$1,639,420 from the Medical Assistance Program (Medicaid) Title XIX, CFDA Number 93.778 for fees
for service program. During the fiscal year ended June 30, 2004, the Board paid providers the entire bill
and was subsequently reimbursed for the Federal Financial Participation rate (FFP) of 59.23% through
September 30, 2004 and 59.68% thereafter. Expenditures reported on this schedule reflect only the
federal portion of the total Medicaid payments to the Board’s providers during the fiscal year ended June
30, 2005.

13



Rea & Associates, Inc.

ACCOUNTANTS AND BUSINESS CONSULTANTS 2301 Baton Rouge Avenue
Lima, Ohio 45805-1129

PH 419-331-1040
FAX 419-331-1120

We’re Ready For Your Future www.reacpa.com

September 21, 2005

Board Members

Mental Health, Drug, and Alcohol Services
Board of Logan and Champaign Counties
West Liberty, Ohio 43357

Independent Auditor’s Report on Internal Control Over Financial Reporting and
on Compliance and Other Matters Based on an Audit of Financial Statements
Performed in Accordance with Government Auditing Standards

We have audited the accompanying financial statements of Mental Health, Drug, and Alcohol Services Board of
Logan and Champaign Counties (the “Board”), as of and for the year ended June 30, 2005, and have issued our report
thereon dated September 21, 2005, wherein we noted the Board followed accounting practices the Auditor of State of
Ohio prescribes rather than accounting principles generally accepted in the United States of America. 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.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the Board’s internal control over financial reporting in order to
determine our auditing procedures for the purpose of expressing our opinion on the financial statements and not to
opine on the internal control over financial reporting. Our consideration of the internal control would not necessarily
disclose all matters in the internal control over financial reporting that might be material weaknesses. A material
weakness is a reportable 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 caused by error or fraud in amounts material to
the financial statements we audited may occur and not be detected within a timely period by employees when
performing their assigned functions. We noted no matters involving the internal control over financial reporting and
its operations that we consider to be material weaknesses.

Compliance
As part of reasonably assuring whether the Board’s financial statements are free of material misstatement, we tested

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 instance of noncompliance or other matters that we must report under
Government Auditing. Also, in a separate letter to the Board's management dated September 21, 2005, we reported
other matters related to noncompliance we deemed immaterial.

This report is intended for the information and use of the audit committee, management, Board, 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.

Hea Yhotrcroters S .

Cambridge Columbus Coshocton Lima Marietta Millersburg Medina MNew Philadelphia Wooster

Member Jeffreys Henry International
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Rea & Associates, Inc.

ACCOUNTANTS AND BUSINESS CONSULTANTS 2301 Baton Rouge Avenue
Lima, Ohio 45805-1129

PH 419-331-1040
FAX 419-331-1120

We’re Ready For Your Future www. reacpa.com

September 21, 2005

Board of Directors

Mental Health, Drug, and Alcohol Services
Board of Logan and Champaign Counties
West Liberty, Ohio 43357

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

Compliance
We have audited the compliance of the Mental Health, Drug, and Alcohol Services Board of Logan and Champaign

Counties (the Board) with the types of compliance requirements described in the U.S. Office of Management and
Budget (OMB) Circular A-133 Compliance Supplement that apply to its major federal programs for the year ended
June 30, 2005. The Board’s major federal programs are identified in the “Summary of Auditor’s Results” section of
the accompanying schedule of findings and questioned costs. Compliance with the requirements of laws, regulations,
contracts and grants applicable to its major federal programs is the responsibility of the Board’s management. Our
responsibility is to express an opinion on the Board’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, Audits of States, Local Governments, and Non-
Profit Organizations. Those standards and OMB Circular A-133 require that we plan and perform the audit to obtain
reasonable assurance about whether noncompliance with the types of compliance requirements referred to above that
could directly and materially affect a major federal program. An audit includes examining, on a test basis, evidence
about the Board’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 the Board’s compliance with those requirements.

In our opinion, the Board complied, in all material respects, with the requirements referred to above that apply to its
major federal programs for the year ended June 30, 2005.

Cambridge Columbus Coshocton Lima Marietta Millersburg Medina MNew Philadelphia Wooster

Member Jeffreys Henry International
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Mental Health, Drug, and Alcohol Services

Board of Logan and Champaign Counties

Independent Auditor’s Report on Compliance with

Requirements Applicable to Each Major Program and

Internal Control Over Compliance in Accordance with OMB Circular A-133
September 21, 2005

Page 2

Internal Control Over Compliance

The management of the Board is responsible for establishing and maintaining effective internal control over
compliance with requirements, laws, regulations, contracts and grants applicable to federal programs. In planning and
performing our audit, we considered the Board’s internal control over compliance with requirements that could
directly and materially affect on major federal program to determine our auditing procedures for the purpose of
expressing our opinion on compliance and to test and report on internal control over compliance in accordance with
OMB Circular A-133.

Our consideration of the internal control over compliance would not necessarily disclose all matters in the internal
control 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 noncompliance
with applicable requirements of laws, regulations, contracts and grants that would be material in relation to a major
federal program 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 compliance
and its operation that we consider to be material weaknesses.

This report is intended for the information and use of the audit committee, management, Board, 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.

Hea Yiotrcseteny S .
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MENTAL HEALTH, DRUG, AND ALCOHOL SERVICES
BOARD OF LOGAN AND CHAMPAIGN COUNTIES

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

JUNE 30, 2005

1. SUMMARY OF AUDITOR’S RESULTS

A-133 Ref.
.505(d)
(d) (1) (1) Type of Financial Statement Opinion Adverse: GAAP Basis
Unqualified: Regulatory Basis
(d) (1) (i1) Were there any material control weakness conditions No
reported at the financial statement level (GAGAS)?
(d) (1) (1) Were there any other reportable control weakness conditions | No
reported at the financial statement level (GAGAS)?
(d) (1) (iii) Was there any reported material non-compliance at the No
financial statement level (GAGAS)?
(d) (1) (iv) Were there any material internal control weakness No
conditions reported for major federal programs?
(d(1)(iv) Were there any other reportable internal control weakness No
conditions reported for major programs?
(d) (1) (v) Type of Major Programs’ Compliance Opinion Unqualified CFDA # 93.778
(d) (1) (vi) Are there any reportable findings under Section .510(a) of No
Circular A-133?
(d) (1) (vii) | Major Programs (list): Title XIX: Medicaid
CFDA #93.778
(d) (1) (viii) | Dollar Threshold: Type A/B Type A: >$300,000
Programs Type B: All others
(d) (1) (ix) Low Risk Auditee? Yes
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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