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We have reviewed the Independent Accountants’ Report of the District Board of Health, Marion
County, prepared by Knox & Knox for the audit period January 1, 2003 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 Accountants’ 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 Accountants’ 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 District Board of Health is responsible for
compliance with these laws and regulations.
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Independent Accountants’ Report

District Board of Health
Marion County

98 McKinley Park Boulevard
Marion, Ohio 43302

To the Members of the Board:

We have audited the accompanying financial statements of the District Board of Health, Marion
County, Ohio, as of and for the years ended December 31, 2004 and 2003. These financial
statements, which are prescribed or permitted by the Auditor of the State of Ohio, 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 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, if any, made by
management, as well as evaluating the overall financial statement presentation. We believe that
our audit provides a reasonable basis for our opinion.

As discussed in Note 1, the 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. 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 would 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 (and 2003), 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 the State of Ohio permits, but does not require,
governments to reformat their statements. The District has elected not to reformat its statements.
Since this District 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.
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In our opinion, because of the effects of the matter discussed in the preceding paragraph, the
financial statements referred to above 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 its 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 of the District Board of Health, Marion County,
as of December 31, 2004 and 2003, and its combined cash receipts and disbursements and
reserves for encumbrances for the years 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 and Analysis for the year ended December 31, 2004. The
Government has not presented Management’s Discussion and 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.

In accordance with Government Auditing Standards, we have also issued our report dated
December 20, 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. 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 Governmental Auditing Standards. You should read it in
conjunction with this report in assessing the results of our audit.

KNOX & KNOX

Orrville, Ohio
December 20, 2005



DISTRICT BOARD OF HEALTH
MARION COUNTY

COMBINED STATEMENT OF CASH RECEIPTS, CASH DISBURSEMENTS, AND
CHANGES IN FUND CASH BALANCES
ALL GOVERNMENTAL FUND TYPES

FOR THE YEAR ENDED DECEMBER 31, 2004

Cash Receipts:
Other Local Taxes
Intergovernmental
Fees
Permits
Licenses
Fines
Contractual Services
Other Receipts

Total Cash Receipts

Cash Disbursements:
Salaries
Supplies
Remittances to State
Equipment
Contracts — Services
Travel
Advertising and Printing
Insurance
Public Employee’s Retirement
Worker's Compensation
Other

Total Cash Disbursements
Total Receipts Over/(Under) Cash Disbursements
Other Financing Receipts/(Disbursements:
Transfers-In
Transfers-Out
Total Other Financing Receipts/(Disbursements)
Excess of Cash Receipts and Other Financing
Receipts Over/(Under) Cash Disbursements
And Other Financing Disbursements
Fund Cash Balances, January 1, 2004
Fund Cash Balances, December 31, 2004

Reserves for Encumbrances, December 31, 2004

The notes to the financial statements are an integral part of this statement.

Governmental Fund Types

General
$243,005
29,147

7,105
155,048

11,336
445,641
264,533

14,892

11,256

37,381

1,614
1,137
44 958
25,344
1,962

19,547

422,624
23,017

17,807
112,482)

(94,675)

(71,658)
243,818
$172,160

$ 10,805

Totals
Special (Memorandum
Revenue Only)
$ $243,005
288,318 317,465
50,249 57,354
28,197 183,245
71,945 71,945
446 446
56,526 56,526
13,466 24,802
509,147 954,788
342,176 606,709
36,959 51,851
11,930 11,930
22,529 33,785
49,335 86,716
7,690 9,304
586 1,723
45,147 90,105
52,817 78,161
2,234 4,196
_ 7,384 _ 26,931
578,787 1,001,411
(69,640) (46,623)
112,482 130,289
(17,807) (130,289)
94,675
25,035 (46,623)
269,091 512,909
$294,126 $466,286
$ $ 10,805



DISTRICT BOARD OF HEALTH
MARION COUNTY

COMBINED STATEMENT OF CASH RECEIPTS, CASH DISBURSEMENTS, AND
CHANGES IN FUND CASH BALANCES
ALL GOVERNMENTAL FUND TYPES
FOR THE YEAR ENDED DECEMBER 31, 2003

Governmental Fund Types

Totals
Special Memorandum
General Revenue Only)
Cash Receipts:
Other Local Taxes $244,983 $ $244,983
Intergovernmental 25,879 288,327 314,206
Fees 3,040 54,410 57,450
Permits 75,490 17,785 93,275
Licenses 72,044 72,044
Fines 3,222 784 4,006
Contractual Services 22,107 22,107
Other Receipts 20,277 11,532 31,809
Total Cash Receipts 372,891 466,989 839,880
Cash Disbursements:
Salaries 232,525 277,386 509,911
Supplies 12,906 31,777 44,683
Equipment 28,318 66,433 94,751
Contracts — Services 28,789 63,360 92,149
Travel 1,378 7,616 8,994
Advertising and Printing 3,632 3,362 6,994
Insurance 42171 41,233 83,404
Public Employee’s Retirement 36,031 43,349 79,380
Worker's Compensation 1,169 1,169
Unemployment Compensation 1,322 1,322
Other 20,285 16,686 36,971
Total Cash Disbursements 407,204 552,524 959,728
Total Receipts Over/(Under) Cash Disbursements (34,313) (85,535) (119,848)
Other Financing Receipts/(Disbursements:
Transfers-In 24,225 69,200 93,425
Transfers-Out (69,200) (24,225) (93,425)
(44,975) 44,975
Total Other Financing Receipts/(Disbursements)
Excess of Cash Receipts and Other Financing
Receipts Over/(Under) Cash Disbursements
And Other Financing Disbursements (79,288) (40,560) (119,848)
Fund Cash Balances, January 1, 2003 323,106 309,651 632,757
Fund Cash Balances, December 31, 2003 $ 243,818 $269,091 $ 512,909
Reserves for Encumbrances, December 31, 2003 $ 3,142 $ $ 3,142

The notes to the financial statements are an integral part of this statement.



DISTRICT BOARD OF HEALTH
MARION COUNTY

NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2004 AND 2003

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
A. Description of the Entity

The Marion County District Board of Health, Marion County, Ohio (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 is directed by a five-member Board and a Health Commissioner. The
District’s services include communicable disease investigations, immunization clinics, inspections,
public health nursing services, and issues health-related licenses and permits.

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

B. 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. Budgetary presentations report budgetary expenditures
when a commitment is made (i.e., when an encumbrance is approved).

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

C. 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.

D. 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:

Child & Family Health Fund - This fund receives grant revenue and program income from clinics.
The revenue is used for the staff and for supplies to provide services.

Public Health Nursing Fund - This fund receives income from various clinics and an interagency
agreement with Marion Adolescent Pregnancy Program. This revenue is used for the staff and
for supplies to provide services.



1.

F.

DISTRICT BOARD OF HEALTH
MARION COUNTY

NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2004 AND 2003
(Continued)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

A. 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 the appropriation measures
and subsequent amendments. The County Budget Commission must also approve the
annual appropriation measure and amendments thereto. 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 and 2003 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 the District’s basis

of accounting.



DISTRICT BOARD OF HEALTH
MARION COUNTY

NOTES TO THE FINANCIAL STATEMENTS

DECEMBER 31, 2004 AND 2003
(Continued)

BUDGETARY ACTIVITY

Budgetary activity for the years ended December 31, 2004 and December 31, 2003 follows:

2004 Budgeted vs. Actual Receipts

Budgeted Actual
Fund Type Receipts Receipts Variance
General $387,130 $ 463,448 $76,318
Special Revenue 607,220 621,629 14,409
Total $994,350 $1,085,077 $90,727

2004 Budgeted vs. Actual Budgetary Basis Expenditures
Appropriation Budgetary

Fund Type Authority Expenditures Variance
General $ 619,195 $ 545,911 $ 73,284
Special Revenue 678,812 596,594 82,218

Total $1,298,007 $1,142,505 $155,502

2003 Budgeted vs. Actual Receipts

Budgeted Actual
Fund Type Receipts Receipts Variance
General $361,736 $397,116 $ 35,380
Special Revenue 539,951 536,189 < 3,762>
Total $901,687 $933,305 $ 31,618

2003 Budgeted vs. Actual Budgetary Basis Expenditures
Appropriation Budgetary

Fund Type Authority Expenditures Variance
General $ 562,057 $ 479,546 $ 82,511
Special Revenue 684,078 576,749 107,329

Total $1,246,135 $1,056,295 $189,840




DISTRICT BOARD OF HEALTH
MARION COUNTY

NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2004 AND 2003
(Continued)

OTHER LOCAL TAXES 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 Other Local Taxes in the financial statements.

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 and 2003, PERS members
contributed an amount equal to 8.5% of their gross salaries. The District contributed an amount equal to
13.55% of participants’ gross salaries for 2004 and 2003. The District has paid all contributions required
through December 31, 2004.

RISK MANAGEMENT

Risk Pool Membership

The Government belongs to the Public Entities Pool of Ohio (PEP), a risk sharing pool available to Ohio
local governments. PEP provides property and casualty coverage 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.

Casualty Coverage

PEP retains casualty risks up to $250,000 per claim, including loss adjustment expenses. 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-claim limit of $2,000,000.

Property Coverage

PEP retains property risks, including automobile physical damage, up to $100,000 on any specific loss
in any one occurrence. The Travelers Indemnity Company reinsures losses exceeding $100,000 up to
$500,000,000 per occurrence. APEEP’s Guarantee Fund pays losses and loss adjustment expenses
exceeding operating 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 local government.



DISTRICT BOARD OF HEALTH
MARION COUNTY

NOTES TO THE FINANCIAL STATEMENTS

DECEMBER 31, 2004 AND 2003
(Continued)

RISK MANAGEMENT (Continued)

Risk Pool Membership (Continued)

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.

Casualty Coverage 2004 2003
Assets $30,547,049 $25,288,098
Liabilities (16,989,918) (12,872,985)
Retained Earnings $13,557,131 $12,415,113
Property Coverage 2004 2003
Assets $3,652,970 $3,158,813
Liabilities (_ 544,771) (_792,061)
Retained Earnings $3,108,199 $2,366,752
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KNOX &« KNOX

Accou ntants am% Comu‘ta nts

INDEPENDENT ACCOUNTANTS’ REPORT ON COMPLIANCE AND ON
INTERNAL CONTROL REQUIRED BY GOVERNMENT AUDITING STANDARDS

District Board of Health
Marion County

98 McKinley Park Boulevard
Marion, Ohio 43302

To the Members of the Board:

We have audited the accompanying financial statements of the District Board of Health, Marion County,
Ohio (the District), as of and for the years ended December 31, 2004 and December 31, 2003, and have
issued our report thereon dated December 20, 2005. We conducted our audit in accordance with
auditing standards generally accepted in the United States of America and the standards applicable to
financial audits contained in Government Auditing Standards, issued by the Comptroller General of the
United States.

Compliance

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

Internal Control Over Financial Reporting

In planning and performing our audits, we considered the District Board of Health’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 assurance on the internal control over financial
reporting. Our consideration of the internal control over financial reporting would not necessarily
disclose all matters in the internal control over financial reporting that might be material weaknesses. A
material weakness is a condition in which the design or operation of one or more of the internal control
components does not reduce to a relatively low level the risk that misstatements in amounts that would
be material in relation to the 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. However, we noted a matter involving the internal control over financial reporting
that does not require inclusion in this report, that we have reported to management of the District in a
separate letter dated December 20, 2005.
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District Board of Health

Marion County

Independent Accountants’ Report On Compliance and on Internal Control
Required By Government Auditing Standards

Page 2

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.

KNOX & KNOX

Orrville, Ohio
December 20, 2005
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