GALLIA COUNTY DISTRICT BOARD OF HEALTH
Gallia County
Regular Audit
January 1, 2004 through December 31, 2004

Fiscal Year Audited Under GAGAS: 2004

BALESTRA, HARR & SCHERER, CPAs, INC.
CERTIFIED PUBLIC ACCOUNTANTS
528 SOUTH WEST STREET, P.O. Box 687
PIKETON, OHIO 45661

TELEPHONE (740) 289-4131
FAX (740) 289-3639
www.bhscpas.com






Auditor of State
Betty Montgomery
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Gallipolis, Ohio 45631

We have reviewed the Independent Auditor’s Report of the Gallia County District Board of
Health, Gallia County, prepared by Balestra, Harr & Scherer, CPAs, Inc. for the audit period
January 1, 2004 through December 31, 2004. 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’s Office (AOS). 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 AOS 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 AOS 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 Gallia County District Board of Health is
responsible for compliance with these laws and regulations.
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BETTY MONTGOMERY

Auditor of State

January 4, 2006

88 E. Broad St. / P.O. Box 1140 / Columbus, OH 43216-1140
Telephone: (614) 466-4514 (800) 282-0370 Fax: (614) 466-4490
www.auditor.state.oh.us
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Independent Auditor’s Report

Members of the Board

Gallia County District Board of Health
499 Jackson Pike, Suite D

Gallipolis, Ohio 45631

We have audited the accompanying financial statements of the Gallia County District Board of Health, Gallia
County, (the District) as of and for the year ended December 31, 2004. These financial statements are the
responsibility of the District’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 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 opinion.

As described more fully in Note 1, the District 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 accounting principles generally accepted in the
United States of America, we presume they are material.

Revisions to GAAP require the District to reformat its financial statement presentation and make other changes
effective for the year ended December 31, 2004. Instead of the combined funds the accompanying financial
statements present for 2004, the revisions require presenting entity wide statements and also to present its larger (i.e.
major) funds separately for 2004. While the District 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 District has elected not to reformat its statements. Since the District does not use GAAP to measure
financial statement amounts, the following paragraph does not imply the amounts 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.

In our opinion, because of the effects of the matter discussed in the preceding paragraph, the financial statements
referred to above for the year ended December 31, 2004 do not present fairly, in conformity with accounting
principles generally accepted in the United States of America, the financial position of the District as of December
31, 2004, or their changes in financial position for the year then ended.

Also, in our opinion, the financial statements referred to above present fairly, in all material respects, the combined
fund cash balances and reserves for encumbrances of the Gallia County District Board of Health, Gallia County, as
of December 31, 2004, and its combined cash receipts and disbursements for the year then ended on the basis of
accounting described in Note 1.

The aforementioned revision to generally accepted accounting principles also requires the District to include
Management’s Discussion & Analysis for the year ended December 31, 2004. The District has not presented
Management’s Discussion & Analysis, which accounting principles generally accepted in the United States of
America has determined is necessary to supplement, although not required to be part of, the financial statements.
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In accordance with Government Auditing Standards, we have also issued our report dated August 3, 2005, on our
consideration of the District’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. That report describes the scope of
our testing of internal control over financial reporting and compliance and the results of that testing. It does not
opine 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. You should read it in conjunction with this report in
assessing the results of our audit.

BT . /. |
Fosstn Hor P St
Balestra, Harr & Scherer, CPAs, Inc.

August 3, 2005



GALLIA COUNTY DISTRICT BOARD OF HEALTH
GALLIA COUNTY

COMBINED STATEMENT OF CASH RECEIPTS, CASH DISBURSEMENTS, AND
CHANGES IN FUND CASH BALANCES
ALL GOVERNMENTAL FUND TYPES AND SIMILAR FIDUCIARY FUNDS
FOR THE YEAR ENDED DECEMBER 31, 2004

Governmental Fund Types Fiduciary Fund Type
Totals
Special Expendable (Memorandum
General Revenue Trust Only)
Cash Receipts:
Intergovernmental $ 108,610 $ 370,311 $ - $ 478,921
Taxes 241,641 - - 241,641
Fees 113,732 462 13,917 128,111
Permits 17,594 4,464 - 22,058
Licenses 1,950 81,991 - 83,941
Fines - 4,148 - 4,148
Contractual services 105 112,829 - 112,934
Other receipts 8,259 26,203 - 34,462
Total Cash Receipts 491,891 600,408 13,917 1,106,216
Cash Disbursements:
Salaries 227,077 313,005 - 540,082
Supplies 61,069 26,298 - 87,367
Remittances to State 22,685 37,053 13,456 73,194
Equipment 300 31,356 1,465 33,121
Contracts - Repair 459 - - 459
Contracts - Services 21,532 27,437 - 48,969
Travel and Expenses 4,413 5,002 - 9,415
Hospitalization 93,939 57,857 - 151,796
Advertising and printing 2,444 5,848 - 8,292
Public employee's retirement 34,904 50,513 - 85,417
Worker's compensation 5,989 8,599 - 14,588
Medicare 2,582 3,942 - 6,524
Other 42,127 23,800 - 65,927
Total Cash Disbursements 519,520 590,710 14,921 1,125,151
Total Cash Receipts Over/(Under) Cash Disbursements (27,629) 9,698 (1,004) (18,935)
Other Financing Receipts/(Disbursements):
Transfers-In - 3,640 - 3,640
Advances-In - 236 - 236
Transfers-Out (3,640) - - (3,640)
Advances-Out (236) - - (236)
Refunds/Reimbursements 53,842 5,959 - 59,801
Total Other Financing Receipts/(Disbursements) 49,966 9,835 - 59,801
Excess of Cash Receipts and Other Financing
Receipts Over/(Under) Cash Disbursements
and Other Financing Disbursements 22,337 19,533 (1,004) 40,866
Fund Cash Balances, January 1 45,264 119,614 5,245 170,123
Fund Cash Balances, December 31 $ 67,601 $ 139,147 $ 4,241 $ 210,989
Reserves for Encumbrances, December 31 $ 3,985 $ 9,223 $ - $ 13,208

The notes to the financial statements are an integral part of this statement.
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GALLIA COUNTY DISTRICT BOARD OF HEALTH
GALLIA COUNTY

NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2004

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A. Description of the Entity

The Gallia County District Board of Health, Gallia County, (the District) is a body corporate and politic
established to exercise the rights and privileges conveyed to it by the constitution and laws of the State of
Ohio. The District operates under an appointed five member Board and a Health Commissioner and is
responsible for the administration of all health programs established by the Revised Code, the Ohio
Department of Health, and the Public Health Council. The District’s services include communicable
disease investigations, immunization clinics, inspections, public health nursing and home health aide
services. The District also issues health-related licenses and permits.

The District’s management believes these financial statements present all activities for which the District
is financially accountable.

Basis of Accounting

These financial statements follow the basis of accounting prescribed or permitted by the Auditor of State,
which is similar to the cash receipts and disbursements basis of accounting. Receipts are recognized
when received in cash rather than when earned, and disbursements are recognized when paid rather than
when a liability is incurred.

These statements include adequate disclosure of material matters, as prescribed or permitted by the
Auditor of State.

Cash

As required by Ohio Revised Code, the County Treasurer is custodian for the District’s cash. The
District’s assets are held in the County’s cash and investment pool, and are valued at the County
Treasurer’s reported carrying amount.

Fund Accounting

The District uses fund accounting to segregate cash and investments that are restricted as to use. The
District classifies its funds into the following types:

1. General Fund

The General Fund is the general operating fund. It is used to account for all financial resources
except those restricted by law or contract.

2. Special Revenue Funds
These funds are used to account for proceeds from specific sources (other than from trusts or for
capital projects) that are restricted to expenditure for specific purposes. The District had the

following significant Special Revenue Funds:

Women, Infants and Children (WIC) Fund — This is a Federal grant fund used to account for the
Special Supplemental Nutrition Program.

Child Family Health Services (CFHS) Fund — This a Federal grant fund used to administer
assistance to qualified applicants of the prenatal program.



GALLIA COUNTY DISTRICT BOARD OF HEALTH
GALLIA COUNTY

NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2004
(Continued)

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

D.

Fund Accounting (Continued)

3.

Fiduciary Funds (Trust and Agency Funds)

These funds are used to account for resources restricted by legally binding trust agreements and
funds for which the District is acting in an agency capacity. The District had the following
significant Fiduciary Fund:

Children’s Trust Fund — This fund receives a percentage of the fees collected for birth and death
certificates to administer the Child Abuse and Neglect Trust Fund.

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 County Budget Commission must also approve the annual appropriation
measure and amendments thereto. Unencumbered appropriations lapse at year end.

Estimated Resources

Estimated resources include estimates of cash to be received (budgeted receipts) plus
unencumbered cash as of January 1.

Encumbrances
The Ohio Revised Code requires the District to reserve (encumber) appropriations when

commitments are made. Encumbrances outstanding at year end are carried over, and need not be
reappropriated.

A summary of 2004 budgetary activity appears in Note 2.

Property, Plant and Equipment

Acquisitions of property, plant and equipment are recorded as disbursements when paid. These items are
not reflected as assets on the accompanying financial statements.

Accumulated Leave

In certain circumstances, such as upon leaving employment, employees are entitled to cash payments for
unused leave. Unpaid leave is not reflected as a liability under District’s basis of accounting.



GALLIA COUNTY DISTRICT BOARD OF HEALTH
GALLIA COUNTY

NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2004
(Continued)
2. BUDGETARY ACTIVITY

Budgetary activity for the year ended December 31, 2004 follows:

Budgeted Actual
Fund Type Receipts Receipts Variance
General $641,810 $545,733 ($96,077)
Special Revenue 700,807 610,243 (90,564)
Fiduciary 20,076 13,917 (6,159)
Total $1,362,693 $1,169,893 ($192,800)

2004 Budgeted vs. Actual Budgetary Basis Expenditures
Appropriation Budgetary

Fund Type Authority Expenditures Variance
General $555,663 $527,381 $28,282
Special Revenue 701,386 599,933 101,453
Fiduciary 15,463 14,921 542
Total $1,272,512 $1,142,235 $130,277
3. INTERGOVERNMENTAL FUNDING

The County apportions the excess of the District’s appropriations over other estimated receipts among the
townships and municipalities composing the District, based on their taxable property valuations. The County
withholds the apportioned excess from property tax settlements and distributes it to the District. These amounts are
included in intergovernmental receipts in the financial statements.

4. PROPERTY TAXES

The County Commissioners are serving as a special taxing authority to levy a special levy outside the ten-mill
limitation to provide the District with sufficient funds to carry out health programs. The levy generated $241,641 in
2004. This amount is included as Taxes in the financial statements.

5. RETIREMENT SYSTEM

The District’s full-time employees belong to the Public Employees 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 2004, PERS members contributed 8.5% of
their gross salaries. The District contributed an amount equal to 13.55% of participants’ gross salaries. The
District has paid all contributions required through December 31, 2004.

6. RISK MANAGEMENT
Risk Pool Membership
The District belongs to the Public Entities Pool of Ohio (“PEP”), a risk-sharing pool available to Ohio local
governments. PEP provides property and casualty insurance for its members. PEP is a member of the American

Public Entity Excess Pool (APEEP). Member governments pay annual contributions to fund PEP. PEP pays
judgments, settlements and other expenses resulting from covered claims that exceed the members’ deductibles.



GALLIA COUNTY DISTRICT BOARD OF HEALTH
GALLIA COUNTY

NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2004
(Continued)

RISK MANAGEMENT (continued)

Casualty Coverage

PEP retains casualty risks up to $250,000 per claim, including loss adjustment expense. PEP pays a
percentage of its contributions to APEEP. APEEP reinsures claims exceeding $250,000, up to $1,750,000
per claim and $5,000,000 in the aggregate per year. Governments can elect additional coverage, from
$2,000,000 to $10,000,000 from the General Reinsurance Corporation.

If losses exhaust PEP’s retained earnings, APEEP covers PEP losses up to $5,000,000 per year, subject to a
per-occurrence limit of $2,000,000.

Property Coverage

REP retains property risks including automobile physical damage, there is no aggregate for 2004 and future
accident years. As of 2004, PEP retains property risks, including automobile physical damage up to $100,000
on a specific loss in any one occurrence. The Travelers Indemnity Company reinsures losses exceeding
$100,000. APEEP’s Guarantee Fund pays losses and loss adjustment expenses exceeding operation
contributions.

The aforementioned casualty and property reinsurance agreements do not discharge PEP’s primary liability
for claims payments on covered losses. Claims exceeding coverage limits are the obligation of the respective
government.

Financial Position
PEP’s financial statements (audited by other accountants) conform with generally accepted accounting
principles, and reported the following assets, liabilities and retained earnings at December 31, 2004.

Casualty Coverage 2004

Assets 30,547,049
Liabilities (16,989,918)
Retained Earnings $13,557,131

Property Coverage

Assets 3,652,970
Liabilities (544,771)
Retained Earnings $3,108,199

CONTINGENT LIABILITIES

Amounts received from grantor agencies are subject to audit and adjustment by the grantor. Any disallowed
costs may require refunding to the grantor. Amounts which may be disallowed, if any, are not presently
determinable. However, based on prior experience, management believes such refunds, if any, would not be
material.
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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

Members of the Board

Gallia County District Board of Health
499 Jackson Pike, Suite D

Gallipolis, Ohio 45631

We have audited the financial statements of the Gallia County District Board of Health, Gallia County, Ohio (the
District), as of and for the year ended December 31, 2004 and have issued our report thereon dated August 3, 2005,
wherein we noted the District followed accounting practices the Auditor of State 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 District’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
provide an opinion 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 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 that would be material in relation to the 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.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the District’s financial statements are free of material
misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts and grant
agreements, noncompliance with which could have a direct and material effect on the determination of financial
statement amounts. However, providing an opinion on compliance with those provisions was not an objective of our
audit and, accordingly, we do not express such an opinion. The results of our tests disclosed no instances of
noncompliance or other matters that are required to be reported under Government Auditing Standards.

However, we noted other matters that we have communicated to the District in a letter dated August 3, 2005.
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This report is intended for the information and use of the audit committee, management, and the Board, and is not
intended to be and should not be used by anyone other than these specified parties.

_:E LT, %//‘ e %55/@/0’

Balestra, Harr & Scherer, CPAs, Inc.

L

August 3, 2005
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