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HURON COUNTY, OHIO

SCHEDULE OF FEDERAL AWARDS EXPENDITURES
FOR THE YEAR ENDED DECEMBER 31, 2005

Federal Grantor/ Federal Federal
Pass Through Grantor/ CFDA Pass Through Federal
Program Title Number Entity Number Expenditures
General Services Administration (GSA) on Behalf of
The Election Assistance Commission (EAC)
Passed Through The Ohio Secretary of State:

Help America Vote Act of 2002 90.401 E05-0212-39 543,514
Total General Services Administration 543,514
The Election Assistance Commission (EAC)

Passed Through The Ohio Secretary of State:

Election Reform Payments 39.011 05-SOS-HAVA-39 15,794
Total Election Assistance Commission 15,794
U.S. Department of Housing and Urban Development
Passed Through Ohio Department of Development:

Community Development Block Grants / State's Program 14.228 BC-04-036-1 136,700

Community Development Block Grants / State's Program 14.228 BF-05-036-1 175,000

Total Community Development Block Grant / State's Program 311,700

Home Investment Partnerships Program 14.239 BC-04-036-2 164,562

Community Development Block Grant/Small Cities Program 14.219 N/A 2,875
Total U.S. Department of Housing and Urban Development 479,137
U.S. Department of Justice
Passed Through the Office of Criminal Justice Services:

Edward Byrne Memorial Program 16.580 DG-D02-7132 20,954

Crime Victim Assistance Program 16.575

VOCA/SVAA VAGENE161T 54,900
VOCA/SVAA VAGENES55T 7,576
62,476
Total U.S. Department of Justice 83,430
U.S. Department of Homeland Security
Passed Through Ohio Emergency Management Agency:

State Domestic Preparedness Equipment Support Program 97.004 2005-GE-T5-0001 150,581

Emergency Management Performance Program 97.042 2005-EM-T5-0001 38,009

Total Emergency Management Performance Grants 188,590
Total U.S. Department of Homeland Security 188,590
U.S. Department of Education
Passed Through Ohio Department of Education:

State and Local Education - Systematic Improvement Grant 84.298 C251 134
Special Education Cluster:

Special Education - Grants to States 84.027 6BSF 33,709

Special Education - Preschool Grants 84.173 PGS1 4,143

Total Special Education Cluster 37,852
Total U.S. Department of Education 37,986




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

U.S. Department of Labor

Passed Through Workforce Investment Act, Area 7:

Workforce Investment Act Cluster:
Workforce Investment Act-Adult Program
Workforce Investment Act-Adult Administrative
Total Workforce Investment Act - Adult

Workforce Investment Act-Youth Activities
Workforce Investment Act-Youth Administrative
Total Workforce Investment Act - Youth

Workforce Investment Act-Dislocated Workers
Workforce Investment Act-Dislocated Workers Administrative
Total Workforce Investment Act - Dislocated Workers

Total WIA Cluster
Federal Unemployment Tax Act
Total Passed Through Workforce Investment Act, Area 7:
Total U.S. Department of Labor
U.S. Department of Transportation
Passed through Ohio Emergency Management Agency

Hazardous Material Preparedness Traning and Planning
Total U.S. Department of Transportation

U.S. Department of Health and Human Services
Passed Through the Ohio Department of Mental
Retardation and Development Disabilities:

Social Services Block Grant (Title XX)

Medicaid Cluster (Title X1X)

SCHIPS

Passed Through the Ohio Department of Alcohol and Drug
Addiction Services:
Medical Assistance Program (Title XI1X) Medicaid Cluster
Social Services Block Grant (Title XX)
Cummunity Mental Health Services Block
Prevention and Treatment of Subtance Abuse Block

Total U.S. Department of Health and Human Services

TOTAL FEDERAL AWARDS EXPENDITURES

N/A - Pass-through entity number was not provided

17.258

17.259

17.260

17.225

20.703

93.667
93.778
93.767

93.778
93.667
93.958
93.959

See the accompanying notes to the Schedule of Federal Awards Expenditures.

N/A

N/A

N/A

N/A

N/A

N/A
N/A
N/A

N/A
N/A
N/A
N/A

607,789
19,012

626,800

420,012
23,579

443,592

165,805
15,778

181,583

1,251,975

60,417

1,312,392

1,312,392

4,003

4,003

52,446
357,009
2,432

960,479
48,400
250,396
97,104

1,768,267

$

4,433,112




HURON COUNTY FINANCIAL CONDITION
Huron County, Ohio

NOTES TO SCHEDULE OF FEDERAL AWARDS EXPENDITURES

NOTE A - SIGNIFICANT ACCOUNTING POLICIES

The accompanying Schedule of Federal Awards Expenditures (the Schedule) is a summary of the activity
of the County’s federal award programs. The schedule has been prepared on the modified accrual basis of
accounting, which is described in the notes to Huron County, Ohio’s (the County) basic financial
statements. The information in this schedule is presented in accordance with requirements of OMB
Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations. Therefore, some
amounts presented in the Schedule may differ from amounts presented in, or used in the preparation of, the
basic financial statements.

NOTE B - REVOLVING LOAN FUNDS

Huron County administers a loan program with funds provided by the U.S. Department of Housing and
Urban Development, through the Ohio Department of Development, under the Community Development
Block Grant (CDBG) Program. The purpose of this program is to provide loans to low and moderate
income families for building improvement at a low/fixed interest rate. As of December 31, 2005 the total
amount of loans outstanding was $263,260. No federal funds were received in 2005 for the CDBG
revolving loan fund program.
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Report on Internal Control Over Financial Reporting and on Compliance and Other Matters Based on an
Audit Performed in Accordance with Government Auditing Standards

To the Offices, Boards and
Commissioners of Huron County
12 East Main Street, Suite 300
Norwalk, Ohio 44857-1545

We have audited the financial statements of the governmental activities, the business-type activities, each major
fund, and the aggregate remaining fund information of Huron County, Ohio (the County), as of and for the year
ended December 31, 2005, which collectively comprise the County’s basic financial statements and have issued our
report thereon dated September 29, 2006, wherein we noted the County implemented GASB Statement No. 40. 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 County’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 County’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.

We noted certain matters that we reported to management of the County in a separate letter dated September 29,
2006.



Report on Internal Control Over Financial Reporting and on Compliance
and Other Matters Based on an Audit Performed in Accordance

with Governmental Auditing Standards
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This report is intended for the information and use of the audit committee, management, County Commissioners,
and federal awarding agencies and pass-through entities, and is not intended to be and should not be used by anyone
other than these specified parties.

~F s, f'/i“? ’r ,&rﬂ

Balestra, Harr & Scherer, CPAs, Inc.

September 29, 2006
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Report on Compliance with Requirements Applicable to Each Major Federal Program and on Internal
Control Over Compliance in Accordance With OMB Circular A-133

Board of Commissioners
Huron County

12 East Main Street
Norwalk, Ohio 44857-1545

Compliance

We have audited the compliance of Huron County, Ohio (the County) with the types of compliance requirements
described in the U.S. Office of Management and Budget (OMB) Circular A-133, Compliance Supplement that are
applicable to each of its major federal programs for the year ended December 31, 2005. The County’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 each of
its major federal programs is the responsibility of the County’s management. Our responsibility is to express an
opinion on the County’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 have a direct and material effect on a major federal program occurred. An audit includes
examining, on a test basis, evidence about the County’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 of the County’s compliance with those
requirements.

In our opinion, the County complied, in all material respects, with the requirements referred to above that are
applicable to each of its major federal programs for the year ended December 31, 2005.

Internal Control Over Compliance

The management of the County is responsible for establishing and maintaining effective internal control over
compliance with requirements of laws, regulations, contracts and grants applicable to federal programs. In planning
and performing our audit we considered the internal control over compliance with requirements that could have a
direct and material effect on a major federal program in order to determine our auditing procedures for the purpose
of expressing our opinion on compliance and to test and report on internal control over compliance in accordance
with OMB Circular A-133.
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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 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
noncompliance with applicable requirements of laws, regulation, contracts and grants caused by an error or fraud 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.

Schedule of Expenditures of Federal Awards

We have audited the financial statements of the governmental activities, the business-type activities, each major fund,
and the aggregate remaining fund information of the County as of and for the year ended December 31, 2005, and
have issued our report thereon dated September 29, 2006. Our audit was performed for the purpose of forming
opinions on the financial statements that collectively comprise the County’s basics financial statements. The
accompanying schedule of expenditures of federal awards is presented for purposes of additional analysis as required
by OMB Circular A-133 and is not a required part of the basic financial statements. Such information has been
subjected to the auditing procedures applied in the audit of the basic financial statements and, in our opinion, is fairly
stated, in all material respects, in relation to the basic financial statements taken as a whole.

This report is intended solely for the information and use of the audit committee, management, County
Commissioners, and federal awarding agencies and pass-through entities and is not intended to be and should not be
used by anyone other than these specified parties.

_._a;f ‘_4, I:-:.-'_-I' o i, _]'r-g'f;'-f.f :—f : _: (Ll &f

Balestra, Harr & Scherer, CPAs, Inc.
September 29, 2006



HURON COUNTY FINANCIAL CONDITION
SCHEDULE OF FINDINGS
OMB CIRCULAR A-133 SECTION .505
FOR THE YEAR ENDED DECEMBER 31, 2005

1. SUMMARY OF AUDITOR”S RESULTS

@@ Type of Financial Statement Opinion Unqualified
(d)(1)(ii) Were there any material control weakness conditions | No
reported at the financial statement level (GAGAS)?
(d)(1)(ii) Were there any other reportable control weakness No
conditions reported at the financial statement level
(GAGAYS)?
(@) (i) Was there any reported noncompliance 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)(v) Type of Major Programs”
Compliance Opinion Unqualified
(d)(1)(vi) Avre there any reportable findings under section .510? | No
(d)(2)(vii) Major Programs (list): Medical Assistance Program — CFDA
#93.778,
Help America Vote Act of 2002—
CFDA #90.401
(d)(2)(viii) Dollar Threshold: Type A\B Programs Type A: > $300,000
Type B: all others
(d)(1)(ix) Low Risk Auditee? Yes




HURON COUNTY FINANCIAL CONDITION
SCHEDULE OF FINDINGS
OMB CIRCULAR A-133 SECTION .505
FOR THE YEAR ENDED DECEMBER 31, 2005

2. FINDINGS RELATED TO THE FINANCIAL STATEMENTS
REQUIRED TO BE REPORTED IN ACCORDANCE WITH GAGAS
None.

3. FINDINGS FOR FEDERAL AWARDS

None.
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September 29, 2006

To the Citizens of Huron County
And to the Board of County Commissioners.

As Auditor of Huron County, | am pleased to present to you the Comprehensive Annual
Financial Report (CAFR) for Huron County for the fiscal year ended December 31, 2005.

This report contains basic financial statements, management’ s discussion and analysis,
supplemental financial statements, and other financial and statistical information, which provide
acomplete and full disclosure of all material aspects of Huron County. This CAFR conforms to
accounting principles generally accepted in the United States (GAAP) as set forth by the
Governmental Accounting Standards Board (GASB).

Responsibility for both the accuracy of the data presented and the completeness and fairness of
the presentation, including all disclosures, rests with the management of Huron County, and in
particular with the Huron County Auditor's Office. In fulfilling this responsibility, the Huron
County Auditor’s Office has prepared the accompanying financial statements, schedules and
tables. We believe this data fairly reflects the financial position of the County and the results of
its operations.

The CAFR is presented in three sections. the Introductory Section, the Financial Section and the
Statistical Section. The Introductory Section includes atitle page, a table of contents, this
transmittal letter, an organizational chart, alist of elected officials and a copy of the Certificate
of Achievement for Excellence in Financial Reporting awarded for the 2004 Huron County
CAFR. The Financia Section includes our independent auditors, Balestra, Harr & Scherer,
CPAsInc., report of independent auditors, Management’ s Discussion and Analysis, the basic
financia statements and relevant supplemental financial statements and schedules for 2005.

The Statistical Section presents historical, financial, analytical, economic and demographic
information, which may be useful for further analysis and comparisons.

J LRLHES
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This transmittal letter should be read in conjunction with Management’ s Discussion and
Analysis, which provides a narrative introduction, overview, and analysis of the basic financial
statements.

The County

The Ohio General Assembly first organized Huron County in 1809. The County has only those
powers conferred upon it by Ohio statutes. A three-member Board of County Commissionersis
elected at large in evenrnumbered years for overlapping four-year terms. The Commissioners
serve as the taxing authority, the contracting body and the chief administrators of public services
for the County. The Board of Commissioners creates and adopts the annual operating budget
and makes the annual appropriation measure for expenditures of all County funds. In addition to
the Board of County Commissioners, the Offices of the County Auditor and County Treasurer,
grouped under the category of general government, are of particular importance to the financia
affairs of the County.

The County Auditor, who serves as the County's Chief Fiscal Officer, is elected to a four-year
term. The County Auditor serves as assessor of real property for taxation and upon collection by
the County Treasurer; the Auditor is responsible for distributing certain taxes to various gow-
ernmental units. The Auditor is responsible for the County payroll and has other statutory
accounting responsibilities.

The County Treasurer is required by state law to collect certain locally assessed taxes. The
Treasurer is the distributing agent for expenditures authorized by the Board of County
Commissioners upon the Auditor's warrant. The Treasurer must make daily cash reports
showing receipts, payments and balances to the County Auditor. The Treasurer is elected to a
four-year term.

Other elected officials are the Prosecuting Attorney, the Clerk of Courts, the Recorder, the
Sheriff, the Engineer and the Coroner. All of these officials serve a four-year term. The
County's judicial system includes a Common Pleas Court Judge-General Division and a
Common Pleas Court Judge-Probate/Juvenile Division. The two judges are elected to six-year
terms.

Reporting Entity and Services

In conformity with Governmental Accounting Standards Board Statement No. 14, all
governmental departments, agencies, institutions, commissions, public authorities and other
governmental organizations, for which the County has significant financial accountability are
included in this CAFR for financial reporting purposes. Financial accountability is determined
by the County’s ability to appoint a voting majority of the Board or financia inter-dependence.
The County providesits citizens with awide range of services that include human and social
services, health assistance, community related services, civil and criminal justice systems, road
and bridge maintenance and other general and administrative support services. A further
discussion of the reporting entity and its services may be found in Note A of the Notesto The
Basic Financia Statements.



Economic Condition and Outlook

Huron County is located sixty miles west of Cleveland, Ohio and sixty miles east of Toledo,
Ohio. The County has a solid and diversified economic base. Principal industries include
manufacturing, services and agriculture.

Manufactured products include automotive parts, fabricated metals and plastics, sporting
equipment, lawn and garden equipment, furniture, rubber products, baked food productsand
book and catalog publications.

The County’ s agricultural economy consists primarily of grain production, vegetables, fruit,
nursery stock, cattle and dairy products. Agriculture generates close to $80 million for the
Huron County economy. Huron County is one of the top Ohio counties in terms of total farm
income.

During 2005, Fisher- Titus Medical Center completed construction of the first phase of a $40
million expansion to its Norwalk facility. Construction of the second phase began late in 2005.
The projects together will create more efficient and technologically advanced facilities to meet
the future health care needs of the Norwalk area.

In July of 2005, Pepperidge Farms Inc. opened its new 114,000 square foot warehouse and its
new 55,000 square foot flexible packing center at its Willard facility. The expansions will help
retain over 600 full time employees in the City.

R.R. Donnelley, Inc. another major county employer, added more than $13 million in new
equipment to its Willard plant during 2005. Midwest Industries completed an expansion to its
Willard facility during 2005. Midwest employs approximately 900 people at its facility.

These expansions are evidence that the local economy is growing and showing signs of
improvement.

Major County Initiatives

Huron County continues to promote economic development throughout the area. Huron County
officials and management continue to work closely with state and local governments,
corporations, companies, small businesses, labor unions, and charitable organizations to improve
and expand business opportunities and the standard of living. The following are highlights of
some of the activities Huron County is concerned about:

In 2005, the County provided its financial support to the Huron County Development Council in
order to alow the Council to continue employing a fulltime director through the Cooperative
Extension Program associated with the Ohio State University.

During 2005, Huron County continued progress on the creation of a state-of-the-art mapping and
analysis system known as a Geographic Information System (GIS). The Huron County GIS will



be an integrated system that allows all maps and geographic related information about Huron
County to be viewed and analyzed by government decision makers, as well as the general public.
In July of 2005, Huron County successfully implemented GIS mapping data with emergency 9-
1-1 software in order to alow Public Safety Answering Points (PSAP) the ability to locate 9-1-1
calls that originate from cellular phones within Huron County. With the ability to view the
locations of disaster callsto 9-1-1 on precise digital maps at their consoles, PSAP dispatchers
experience greater efficiency and confidence in sending responding units to the correct location

The Board of Elections installed a new electronic touch screen voting system that was first used
at the November, 2005 election. A significant portion of the cost to pay for the system came
from federa funds.

During 2005, the County Commissioners, working closely with other Huron County political
subdivisions, undertook the creation of a new Comprehensive Plan for Huron County. When
completed, the Comprehensive Plan will be a valuable planning tool for county officials and

leaders.

The County Commissioners during 2005 began evaluating future renovation plans for the old
county jail as well as the 16,000 square foot former Outdoorsman building purchased by the
County in 2004.

The County is committed to providing a variety of services required to meet the needs of its
citizens and to actively support economic development in the area.

Accounting System

The County’ s day-to-day accounting records are maintained on a basis other than GAAP. For
financial reporting purposes, the accounting records for all Governmental and Fiduciary Funds
are converted to the modified accrual basis, whereby revenues are recognized when measurable
and available within the business cycle (within 60 days after year end) and expenditures are
recognized when the related fund liability is incurred. The accounting records for the Proprietary
Funds are converted to the accrual basis, whereby revenues are recognized when measurable and
earned, and expenses are recognized as incurred.

A further discussion of the three methods of accounting (non-GAAP, modified accrual and
accrual) and areconciliation of budget basisto GAAP basis of accounting may be found in Note
B and Note K, respectively, of the Notes to the Basic Financial Satements

Internal Control

The management of the County is responsible for establishing and maintaining internal control
designed to ensure that the assets of the County are protected from loss, theft or misuse and to
ensure that adequate accounting data are compiled to allow for the preparation of financial
statements in conformity with generally accepted accounting principles. Interna control is
designed to provide reasonable, but not absolute, assurance that these objectives are met. The
concept of reasonable assurance recognizes that: (1) the cost of a control should not exceed the



benefits likely to be derived; and (2) the valuation of costs and benefits require estimates and
judgements by management.

As arecipient of federal and state financial assistance, the County also is responsible for
ensuring that adequate internal controls are in place to ensure compliance with applicable laws
and regulations related to those programs. These internal controls are subject to periodic
evaluation by management.

The County is also required to undergo an annual audit in conformity with the provisions of the
Single Audit Act of 1996 and U.S. Offices of Management and Budget Circular A-133, Audits of
Sates, Local Governments and Non-Profit Organizations. As a part of the County's A-133 audit
procedure, tests are made to determine the adequacy of internal controls, including that portion
related to federal financial avard programs, as well as to determine that the County has complied
with applicable laws and regulations.

Cash M anagement

The County Treasurer utilizes cash management and forecasting techniques and procedures to
provide for efficient and optimum use of the County’ s cash resources as permitted by applicable
State of Ohio law.

Among the County’s many investments, the County participates in the State Treasury Asset
Reserve of Ohio (STAR OHIO) Investment pool. The Treasurer of the State of Ohio administers
the statewide investment pool.

Certain deposits are collateralized with securities help by the pledging financial institution, or by
its trust department or agent but not in the County’s name. The pooled securities so pledged
must have a current market value at least equal to 105% of all public monies on deposit with the
depository including the amount covered by federal insurance.

Cash resources of all funds with the exception of certain Fiduciary Funds are pooled for
investment purposes. Currently, interest income derived from these pooled resources is credited
to the County’s General Fund with the exception of the equitable share distributed to the Self-
Funded Health Insurance fund and the Motor Vehicle and Gas Tax Fund.

Investment Highlights

Investments and Earnings 2005 2004
Total investments and

Deposits at year-end $17,846,470 $17,210,704
Interest revenue 594,846 358,846

Budgetary Controls I n accordance with Ohio law, the County maintains budgetary controls.
The objective of these budgetary controls is to ensure compliance with legal provisions
embodied in the annual appropriated budget approved by the Board of Commissioners.
Activities of all funds are included in the annual appropriated budget. The level of budgetary




control (that is, the level at which expenditures cannot legally exceed the appropriated amount) is
established by object within each department. The County also maintains an encumbrance
accounting system as one technigque of accomplishing budgetary control. Encumbered amounts
outstanding at year-end carry forward to the subsequent fiscal year as authority for expenditure.
A further discussion of the budgetary accounting system and its controls may be found in Note B
of the Notes to the Basic Financial Statements.

Risk M anagement

Huron County is a member of a pooled insurance agreement with County Risk Sharing Authority
(CORSA). The pool purchases excess insurance to supplement the Pool's funds. Coverage
includes comprehensive insurance coverage for real property, building contents and vehicles.
The County is required by the policy agreement to maintain a self-insurance retention fund and
open each fiscal year with a minimum balance of $225,000 in the fund. Real property and
contents are fully insured after the County pays deductible of $2,500 per occurrence.

The County per Ohio law pays all elected officials bonds.

Independent Audit

Included in the report on pages 15 and 16 is an unqualified report of independent auditors
rendered by Balestra, Harr & Scherer, CPAS, Inc. with respect to the basic financia statements
of the County as of and for the year ended December 31, 2005. As part of the annual preparation
of a CAFR, the County subjects the basic financial statements to an annual independent audit.
This annual audit arrangement serves to strengthen the County's accounting, budgetary and
internal control of financial and operational systems.

Certificate of Achievement for Excellencein Hnancial Reporting

The Government Finance Officers Association of the United States and Canada (GFOA)
awarded a Certificate of Achievement for Excellence in Financial Reporting to Huron County,
Ohio for its CAFR for the fiscal year ended December 31, 2004. A Certificate of Achievement
isvalid for a period of one year. The Certificate of Achievement is the highest form of
recognition for excellence in state and local government financial reporting. This report has
been prepared following the Certificate of Achievement program guidelines and will be
submitted to the GFOA to determine its eligibility for another certificate.

Acknowledgments

This 2005 CAFR for Huron County represents the sixteenth successive report of its type for
Huron County. The publication of this report represents an important achievement in providing
significantly enhanced financial information and accountability to the citizens of Huron County,
its elected officials, County management and investors. This report continues the aggressive
program to improve the County’s overall financial accounting and reporting capabilities and the
continuation of the level of professionalism the Huron County Auditor’s Office has worked to
attain.
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| would like to thank the elected officials, department heads and their staffs for their cooperation
and assistance with the preparation of this CAFR. | ask for their continued support of this
project and of my efforts toward continuing the sound financial management of Huron County.

A specia note of appreciation is extended to my accounting staff, Ann Winters, Dennis Stieber
and to Lynn Chapin of the Data Processing Department for their dedication in preparing this

CAFR. They have made a significant contribution to improving the quality and professionalism
of fiscal servicesin Huron County government.

Sincerdly,

L

JOHN ELMLINGER
Huron County Auditor
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Certificate of
Achievement
for Excellence
in Financial
Reporting

Presented to

Huron County,
Ohio

For its Comprehensive Annual
Financial Report
for the Fiscal Year Ended
December 31, 2004

A Certificate of Achievement for Excellence in Financial
Reporting is presented by the Government Finance Officers
Association of the United States and Canada to
government units and public employee retirement
systems whose comprehensive annual financial
reports (CAFRs) achieve the highest
standards in government accounting
and financial reporting.

President
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Executive Director
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BALESTRA, HARR & SCHERER

CERTIFIED PUBLIC ACCOUNTANTS
528 S. WEST STREET P.O. BOX 687
PIKETON, OHIO 45661

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

Member American Institute of Certified Public Accountants Ohio Society of Certified Public Accountants
Independent Auditor’s Report

Huron County
12 East Main Street, Suite 300
Norwalk, Ohio 44857

To the Board of County Commissioners:

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, each major fund, and the aggregate remaining fund information of Huron County (the County), asof
and for the year ended December 31, 2005, which collectively comprise the County’ sbasic financid statements
aslisted in the table of contents. These financial statements are the responsibility of the County’smanegement.
Our responsibility is to express opinions on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
Americaand 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 reasonabl e assurance about whether the basic financial statements are free of material misstatement. An
audit includes examining, on atest basis, evidence supporting the amounts and disclosures in the financial
statements. An audit also includes ng the accounting principles used and the significant estimates made
by management, as well as evaluating the overall financial statement presentation. We believe that our audit
provides areasonable basis for our opinions.

In our opinion, the financial statements referred to above present fairly, in al material respects, the respective
financial position of the governmental activities, the business-type activities, each major fund, and the
aggregate remaining fund information of the County, as of December 31, 2005, and the respective changesin
financial position and cash flows where applicable thereof, and the respective budgetary comparison for the
general fund and major special revenue funds for the year then ended in conformity with accounting principles
generally accepted in the United States of America.

In accordance with Gover nment Auditing Standards, we have also issued our report dated Sgptember 29, 2006,
on our consideration of the County’sinternal control over financial reporting and on our tests of its compliance
with certain provisions of laws, regulations, contracts and grant agreements and other matters. Thepurposecf
that report is to describe the scope of our testing of internal control over financial reporting and compliance and
the results of that testing, and not to provide an opinion on the internal control over financial reporting or on
compliance. That report is an integral part of an audit performed in accordance with Gover nment Auditing
Standardsand should be considered in assessing the results of our audit.

The Management’ s Discussion and Analysis listed in the table of contents isnot arequired part of the basic
financial statements but is supplementary information required by the Governmental Accounting Standards
Board. We have applied certain limited procedures, which consisted principally of inquiries of management
regarding methods of measurement and presentation of the required supplementary information. However, we
did not audit the information and express no opinion on it.

Asdescribed in Note N to the basic financial statements, the District implemented Governmental Accounting
Standards Board Statement Number 40, Deposit and Investment Risk Disclosures — An amendment of GASB
Statement No. 3.
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Board of County Commissioners
Huron County
Independent Auditor’s Report

Page 2

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprisethe
County’sbasic financial statements. The introductory and statistical sections, combining and individual fund statements
and schedules listed in the table of contents provide additional information and are not a required part of the basic
financial statements. We subjected the combining and individual fund statements and schedules to the auditing
procedures applied in the audit of the basic financial statements. In our opinion, thisinformation isfairly stated in all
material respectsin relation to the basic financial statements taken asawhole. We did not subject the introductory and
statistical sectionsto the auditing procedures applied in the audit of the basic financial statements and, accordingly, we
express no opinion on them.

Balestra, Harr & Scherer, CPAS, Inc.

September 29, 2006
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HURON COUNTY, OHIO
MANAGEMENT’S DISCUSSION AND ANALYSIS
DECEMBER 31, 2005

The discussion and analysis of Huron County’s financial performance provides an overall review
of the County’s financial activities for the year ended December 31, 2005. The intent of this dis-
cussion and analysisisto look at the County’s financial performance as awhole. Readers should
also review the transmittal letter and the basic financial statements to enhance their understard-
ing of the County’s financial performance.

Financial Highlights
Key financial highlights for 2005 are as follows:

The assets of the County exceeded its liabilities at the close of the year ended December
31, 2005 by $41,496,001 (net assets).

The County’ s total net assets increased by $1,613,154, which is approximately 4.0% of
the net assets a the beginning of the year 2005.

At the end of the current fiscal year, the County’s governmental funds reported a com:
bined ending fund balance of $13,827,835, an increase of $2,136,121 from the prior year.
Of this amount, $12,633,216 is available for spending (unreserved fund balance) on be-
half of its citizens.

At the end of the current year, unreserved fund balance for the general fund was
$3,354,346, which represents a 11.6% increase over the prior year, and represents 26.6%
of tota general fund expenditures.

Overview of the Financial Statements

This annual report consists of a series of financial statements and notes to those statements.
These statements are organized so the reader can understand Huron County as a financial whole
or as an entire operating entity. The statements then proceed to provide an increasingly detailed
look at specific financial conditions.

The County’s basic financial statements comprise three components. 1) County-wide financial
statements, 2) fund financia statements, and 3) notes to the financial statements.
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County-Wide Financial Statements

The County-wide financial statements are designated to provide readers with a broad overview
of the County’s finances, in a manner similar to a private-sector business.

Satement of Net Assets and the Statement of Activities

The statement of net assets presents information on all of the County’ s assets and liabilities, with
the difference between the two reported as net assets. The gatement of activities presents infor-
mation showing how the County’s net assets changed during the current year. These statements
include al assets and liabilities using the accrua basis of accounting similar to the accounting
used by the private sector companies. This basis of accounting takes into account al of the cu-
rent year’s revenues and expenses regardless of when the cash is received or paid.

These two statements report the County’ s net assets and the change in those assets. This change
in ret assets is important because it tells the reader whether, for the County as a whole, the finar-
cia position of the County has improved or diminished. However, in evaluating the overal posi-
tion of the County, nonfinancia information such as changes in the County’s tax base and the
condition of County capital assets will also need to be evaluated.

In the Statement of Net Assets and the Statement of Activities, the County is divided into two
kinds of activities:

Governmental Activities — Most of the County’s services are reported here including public
safety, social services programs, administration, and al departments with the exception of our
Transfer Station.

Business-Type Activities — These services have a charge based upon the amount of usage. The
County charges fees to recoup the cost of the entire operation of our Trarsfer Station as well as
all capital expenses associated with this facility.

The County-wide Financial Statements can be found on pages 26 to 29 of this report.
Fund Financial Statements

A fund is a grouping of related accounts that is used to maintain control over resources that have
been segregated for specific activities or objects. The County, like other state and local govern-
ments, uses fund accounting to ensure and demonstrate compliance with finance-related legal
requirements. All of the funds of the County can be divided into three categories. governmental
funds, proprietary funds and fiduciary funds. Fund financial reports provide detailed information
about the County’s magjor funds. Based on restriction on the use of monies, the County has es-
tablished many funds, which account for the multitude of services provided to our residents.

However, these fund financial statements focus on the County’s most significant funds. In the
case of Huron County, our magjor funds are the General, Board of Mental Retardation, Job &
Family Services, and the Motor Vehicle and Gas Tax.

Governmental Funds. Governmental funds are used to account for essentially the same func-
tions reported as governmental activities in the government-wide financia statements. However,
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unlike the Government-wide financia statements, governmental fund financia statements focus
on current sources and uses of spendable resources, as well as on balances of spendable re-
sources available at the end of the fiscal year. Such information may be useful in evauating
government’ s near-term financing requirements.

Because the focus of governmental funds is narrower than the government-wide financial state-
ments, it is useful to compare the information presented for governmental funds with similar in-
formation presented for governmenta activities in the government-wide financia statements. By
doing so, readers may better understand the long-term impact of the County’ s near-term financial
decisons. Both the governmenta fund balance sheet and the governmental fund statement of
revenues, expenditures and changes in fund balances provide a reconciliation to facilitate this
comparison between governmental funds and governmental activities.

The County maintains a number of individual governmental funds. Information is represented
separately in the governmental fund balance sheet and in the governmental statement of reve-
nues, expenditures and changes in fund balances for the magor funds, which were identified ear-
lier. Data from the other governmental funds are combined into a single, aggregated presenta-
tion. Individua fund data for each of these nonmgor governmental funds is provided in the
form of combining statements elsewhere in this report. The governmenta fund financial state-
ments can be found on pages 30 to 38 of this report.

Proprietary Funds: The County maintains two different types of proprietary funds. Enterprise
funds are used to report the same functions presented as business-type activities in the govern
ment-wide financial statements. The County uses enterprise funds to account for its Landfill.

Internal Service funds are an accounting device used to accumulate and allocate costs internally
among the County’ s various functions. The County uses internal service funds to account for its
self-insurance program. Because this service predominantly benefits governmental rather than
business-type functions, it has been included with governmental activities in the County-wide
financia statements. The proprietary fund financial statements can be found on pages 39 to 42
of this report.

Fiduciary Funds: Are used to account for resources held for the benefit of parties ouside the
government. Fiduciary funds are not reflected in the government-wide financial statements be-
cause the resources of those funds are not available to support the County’s own programs. The
accounting used for fiduciary funds is much like that of the proprietary funds. The fiduciary
fund financia statements can be found on page 43 of this report.

Notes to the Basic Financial Statements The notes provide additional information that is essen
tial to a full understanding of the data provided in the County-wide and fund financial state-
ments. The notes to the basic financia statements can be found on pages 44-73 of this report.

Other Information: In addition to the basic financial statements and accompanying notes, this

report also presents combining and individual fund statements and schedules, which can be
found on pages 74-170 of this report.
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County-wide Financial Analysis

As noted earlier, net assets may serve over time as a useful indicator of a County’s financial po-
sition. In the case of the County, assets exceeded liabilities by $41,496,001 ($42,131,992 in gov-
ernmental activities and $(635,991) in business type activities) as of December 31, 2005. By far,
the largest portion of the County net assets (73%) reflects its investment in capital assets (e.g.,
land, buildings, machinery and equipment, infrastructure) less any related debt used to acquire
those capital assets to provide services to citizens,; consequently, these assets are not available for
future spending. Although the County’s investment in its capital assets is reported net of related
debt, it should be noted that the resources needed to repay this debt must be provided from other
sources, since the capital assets themselves cannot be used to liquidate these liabilities.

An additiona portion of the County’s net assets (25.3%) represents resources that are subject to
restrictions on how they can be used.

Tablel
Net Assets Net Assets
Business- Business-
Governmental Type Governmental Type
Activities Activities Total Activities* Activities* Total
Assets 2005 2005 2005 2004 2004 2004
Current and other assets
$23,694,693 $ 731,490 $24,426,183  $24,204,709 $ 832,547 $25,037,256

Capital assets, net 35,900,520 2,939,239 38,839,759 _36,358,442 3,069,769 39,428,211

Total Assets 59,595,213 3,670,729 63,265,942 _60,563,151 3,902,316 64,465,467
Liabilities
Current and other liabilities 7,959,085 179,980 8,139,065 11,771,734 331,390 12,103,124
Long-term liabilities due
within one year 845,000 299,572 1,144,572 800,000 282,847 1,082,847
Long-term liabilities due in
more than one year 8,659,136 3,827,168 12,486,304 7,424,694 3,971,955 11,396,649

Totd lighilities 17,463,221 4,306,720 21,769,941 19,996,428 4,586,192 24,582,620

Net Assets

Invested in capital assets,
net of debt 28,383,472 1,775,965 30,159,437 28,205,073 1,645,041 29,850,114
Restricted 10,498,921 0 10,498,921 495,942 0 495,942
Unrestricted 3,249,599 (2,411,956) 837,643 11,865,708 (2,.328,917) 9,536,791

Total Net A ssets $42,131,992 $ (635,991) $41,496,001 $40,566,723 $( 683,876) $30,882,847

* As Restated
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Table 2 (on following page) provides a summary of the changes in net assets for the year ended
December 31, 2005. The County financial position increased for governmertal activities and
increased for business-type activities.

Gover nmental Activities

Human Services accounted for $13,695,503 of the $41,646,488 total expenses for governmental
activities or 32.9% of total expenses. The next largest programs are healthand public works,
accounting for $7,925,635 and $5,884,142 respectively, which represents 19% and 14.1% re-
spectively of total governmental expenses.

Tax revenue accounts for $13,206,704 of the $43,389,419 total revenue for governmental activ-
ity, or 30.4% of total revenue. Operating grants was the largest program revenue accounting for
$22,120,650, or 51.0% of total governmental revenue. The major recipients of intergovernmen-
tal revenue were Job & Family Services, receiving $7,126,771 and Motor Vehicle and Gas Tax,
receiving $3,931,334.

The County’s direct charges to users of governmental services made up $4,049,170 or 9.3% of
total governmental revenue. These charges are for fees for real estate trarsfers, fees associated
with the collection of property taxes, fines and forfeitures related to judicial activity and licenses
and permits.

Business-type Activities

The net assets for the business-type activities for the County increased by $47,885 during the
year 2005. The major revenue source was charges for services of $2,181,682.

Financial Analysis of the County’s Funds

As noted earlier, the County uses fund accounting to ensure and demonstrate compliance with
finance-related legal requirements.

Governmental funds. The focus of the County’s governmental funds is to provide information
on near-term inflows, outflows and balances of spendable resources. Such information is useful
in assessing the County’s financing requirements. In particular, ureserved fund balance may
serve as a useful measure of the County’s net resources available for spending at the end of the
fiscal years.

The general fund is the chief operating fund of the County. At the end of the current fiscal year,
unreserved fund balance of the general fund was $3,354,346, while total fund balance reached
$3,559,378. Thisis an increase of 11.6% and 12.1%, respectively. As a measure of the general
fund’ s liquidity, it may be useful to compare both unreserved fund balance and total fund balance
to total fund expenditures. Unreserved fund balance represents 26.6 percent to total general fund
expenditures, while total fund balance represents 28.3 percent of that same amount.
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Revenues

Program Revenues:
Charges for savices

Operating grants and
contributions

Capital Grants and
Contributions

Genera Revenues:

Taxes

Investment income
Other

Total Revenues
Program Expenses

General Government:
Legidative and
executive
Judicial system
Public safety
Public works
Health

Human sarvices
Conservation and rec-
reation

Miscellaneous
Interest and fiscal
charges

Landfill

Total Expenses

Increase in Net Assets
before Transfers

Transfers
Increase in Net Assets
Net Assets - beginning

Net Assets - ending

Table 2

Changesin
Net Assets
Business-
Governmental Type Governmental
Activities Activities Total Activities
2005 2005 2005 2004
$4,049,170 $2,181,682 $ 6,230,852 $2,843,462
22,120,650 0 22,120,650 21,253,063
54,128 0 54,128 0
13,206,704 0 13,206,704 12,822,318
594,846 0 594,846 358,846
3,363,921 114,833 3.478,754 1,863,542
43,389,419 2,296,515 45,685,934 39,141,231
5,644,351 0 5,644,351 6,081,498
1,844,125 0 1,844,125 1,932,750
5,877,178 0 5,877,178 6,035,452
5,884,142 0 5,884,142 7,771,191
7,925,635 0 7,925,635 7,243,342
13,695,503 0 13,695,503 11,358,093
49,020 0 49,020 58,623
367,864 0 367,864 346,316
358,670 0 358,670 422,023
0 2,426,292 2,426,292 0
41,646,488 2,426,292 44,072,780 41,249,288
1,742,931 (129,777) 1,613,154 (2,108,057)
(177,662) 177,662 0 (200,000)
1,565,269 47,885 1,613,154 (2,308,057)
40,566,723 (683,876) 39,882,847 42,874,780
$42,131,992 $(635,991) $41,496,001 $40,566,723
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Changesin
Net Assets
Business-

Type
Activities Total

2004 2004

$2,170,050 $5,013,512

173,731 21,426,794

0 12,822,318

358,846
1,863,542

2,343,781 41,485,012

0 6,081,498
0 1,932,750
0 6,035,452
0 7,771,191
0 7,243,342
0 11,358,093
0 58,623
0 346,316
0 422,023
2,239,922 2,239,922

2,239,922 43,489,210

103,859 (2,004,198)
200,000 0
303,859 (2,004,198)

(987,735) 41,887,045

$(683.876) $39,882,847




The fund balance of the County’s gereral fund increased by $383,108 during the curent fiscal
year. Key factorsin this change are as follows:

An increase in tax revenue of approximately $1,131,600 which was partially offset by a
decrease in miscellaneous earnings of approximately $483,000 and an increase in exper+
ditures of approximately $18,000.

The other magjor governmental funds of the County are: Board of Mental Retardation, Job &
Family Services and Motor Vehicle & Gas Tax.

The fund balance of the Board of Mental Retardation decreased $1,923 to $815,955. The de-
crease is due primarily to an increase in expenditures for health of approximately $344,000
which were partialy offset by increases in tax and intergovernmental revenues.

The fund balarce of Job and Family Services decreased $621,323 to $150,506. The decrease is
dueto an increase in social programs of over $1,400,000.

The fund balance of Motor Vehicle and Gas Tax decreased $33,472 to $2,002,230. The de-
crease is due to extensive road and bridge expenses.

Enterprisefunds. The County’s enterprise funds provide the same type of information found in
the government-wide financial statements, but in more detail.

Unrestricted net assets of the Landfill Fund at the end of the year amounted to ($635,991). Other
factors concerning the finances of this fund have already been addressed in the discussion of the
County’ s business-type activities.

General Fund Budgetary Highlights

There were only minor changes between the original and the final budgets for both revenues and
expenditures. The differences between the final budget and the actual for revenues were primar-
ily due to increases in taxes beyond the fina estimate. The differences between the final budget
and actual expenditures were primarily due to less expenditures than anticipated in legidative
and executive and human services.

Capital Assets and Debt Administration

Capital assets. The County’s investment in capital assets for its governmental and business type
activities as of December 31, 2005 amounts to $38,839,759 (net of accumulated depreciation).
This investment in capital asset includes land, building structures and improvements, furniture,
fixtures equipment and infrastructure. The total decrease in the County’s investment in capita
assets for the current fiscal year was 1.5% (a 1.3% decrease for governmental activities and a
4.3% decrease for business-type activities).

There were no major capital asset events during the current fiscal year.

Additional information on the County’s capital assets can be found in Note E.
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Long-term debt. At the end of the current fiscal year, the County had total bonded debt out-
standing of $8,630,268, which is backed by the full faith and credit of the government. The
county also had a new note payable outstanding of $360,000.

The County’ s total debt decreased slightly during the current fiscal year. Thiswas partially due
to required debt service payments offset by the note payable of $360,000. As more fully de-
scribed in Note G, the County advance refunded $2,990,000 in 1996 Jail Facility General Obli-
gation Bonds through the issuance of $3,125,000 in Correctional Facility Refunding Bonds.

The County maintains an “AA *“ rating from Standard & Poor’sand an “AA *“ rating from
Moody’s for general obligation debt.

State statutes limit the amount of unvoted general obligation debt the County may issue to one
percent of its total assessed valuation. The current debt limitation for Huron County is $24.0
million.

Additional information on the County’s long-term debt can be found in Note G.

Economic Factors and Next Year’s Budgets and Rates

The unemployment rate for the County is currently 7.7 percent, which is consistent with the rate
ayear ago. The state average unemployment rate was five percent and the rational average was
4.95 percent.

Inflatiorary trends in the region compare favorably to nation indices.

These factors were considered in preparing the County’ s budget for the 2006 fiscal year.
Request for Information

This financia report is designed to provide a general overview of Huron County’s finances for
al those with an interest in the government’ s finances. Questions concerning any of the infor-
mation provided in this report or requests for additional financial information should be ad-
dressed to:

John A. Elmlinger

Huron County Auditor

12 East Main Street; Suite 300
Norwalk OH 44857
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Assets:

Equity in Pooled cash and cash equivaents

HURON COUNTY, OHIO
STATEMENT OF NET ASSETS
DECEMBER 31, 2005

Receivables (net of allowance for uncollectibles)

Taxes

Accounts

Specia assessments

Accrued interest

Loans
Due from other governments
Prepaid expenses
Inventory: materials and supplies
Unamortized bond issuance costs
Capital assets not being depreciated

Capital assets being depreciated (net of accumulated depreciation)

Total assets

Liabilities:

Accounts Payable
Accrued wages and benefits
Due to other governments
Claims payable
Accrued interest payable
Unearned revenue
Long-term liabilities

Due within one year

Due in more than one year

T