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REPORT OF INDEPENDENT AUDITORS

Mental Health and Recovery Board of Wayne and Holmes Counties
Wayne County

2345 Gateway Drive, Suite C

Wooster, Ohio 44691

To Members of the Board:

We have audited the accompanying financial statement of governmental activities, the major fund, and the
aggregate remaining fund information of the Mental Health and Recovery Board of Wayne and Holmes
Counties, Ohio (the Board), as of and for the year ended June 30, 2008, which collectively comprise the Board’s
basic financial statements as listed in the table of contents. These financial statements are the responsibility of
the Board’s management. Our responsibility is to express an opinion on these financial statements based on
our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards, issued
by the Comptrolier 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 basic financial
statements. An audit also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe that our audit
provides a reasonable basis for our opinion.

in our opinion, the basic financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, each major fund and the aggregate remaining fund
information of the Mental Health & Recovery Board of Wayne & Holmes Counties, Ohio as of June 30, 2008,
and the respective changes in cash basis financial position and the respective budgetary comparison for the
Mental Health and Recovery Fund thereof for the year ended in conformity with accounting principles generally
accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated December 30, 2008
on our cansideration of the Board's internal control over financial reporting and our tests of its compliance with
certain provisions of laws, regulations, contracts, 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 controt over financial reporting and compliance and results of that testing. That report is an integral part
of an audit performed in accordance with Government Auditing Standards. You should read it in conjunction
with this report in assessing the results of our audit.

The management's discussion and analysis on pages 3 through 12 is not a required part of the basic financial
statements, but is supplementary information the Governmental Accounting Standards Board requires. We
have applied certain limited procedures, which consisted principally of inquires of management regarding the
methods of measurement and presentation of the required supplementary information. However, we did not
audit the information and express no opinion on it.

Members, American Institute of Certified Public Accountants and Ohto Society of Certified Public Accountants
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Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the Board's basic financial statements. The accompanying Schedule of Receipts and Expenditures
of Federal Awards for the year ended June 30, 2008, 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 financial statements and, in our
opinion, is fairly stated, in all material respects, in relation to the financial statements taken as a whole.

Line, Malachin, Benmio € Dimengd, Ine.

Linc, Malachin, Dennis & Dimengo, Inc.

December 30, 2008



MENTAL HEALTH AND RECOVERY BOARD OF WAYNE AND HOLMES COUNTIES

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDING JUNE 30, 2008
[UNAUDITED]

The intent of this discussion and analysis of the financial performance of the Mental
Health and Recovery Board of Wayne and Holmes Counties (hereinafter referred to as
“the Board”) for the fiscal year ending June 30, 2008 is to provide an overview and
summary of the Board’s financial activities in an easy-to-read format. The primary focus
of this discussion and analysis is of the Board itself, although passing reference is also
made to the activities of the Wayne County Family and Children First Council (hereinafter
referred to as the FCFC), for which the Board is the designated administrative agent and
which is also subject to a separate, additional audit which includes its own “Management
Discussion and Analysis.”

Financial Highlights

Financial highlights for FY08 are as follows:

« A significant deficit was incurred for the second year in a row, with expenses
exceeding revenue by $667,116.

o As a consequence of this loss, the Board's fund balance decreased from $3,196,648
at the beginning of the year to $2,515,834 at year end. The year-end cash balance
was $2,127,678.

» Excluding activities associated with serving as administrative agent for the FCFC that
a segregated in a separate fund, the Board had total revenue of $11,552,158 and
expenses of $12,219,274. Both of these amounts are little changed from the
comparable numbers from the prior year.

+ Board administrative costs totaled $781,755, of which $660,028 was associated with
the Board itseff and $121,727 with Council operations. The $660,028 of
administrative costs that were specific to the Board represents 5.4% of overall Board
expenses, which is close to statewide norms.

» These financial statements are the first to be prepared subsequent to the Board's
moving to a July-June fiscal year and officially switching to a full accrual basis of

" This change in fiscal year was done pursuant to ORC Section 9.34(B) and with the concurrence
of both the Auditor of State and the Wayne County Auditor. With this change, the Board’s official
budget and audited financial statements have now become aligned with our fiscal year reporting
to ODMH/ODADAS, resulting in a much more rational, efficient and functional accounting system
and audit reports which are more intelligible and useful.
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accounting (i.e., revenue is recognized when earned, expenses are recognized when an
obligation is incurred and non-cash items are also accounted for).

Description of Basic Financial Statements

This annual audit report is presented in a format consistent with the presentation
requirements of Government Accounting Standards Board Statement No. 34. These
statements have been prepared on the accrual basis of accounting, wherein (a) revenue
is recognized when earned (regardless of when payment is received), (b) expenses are
recoghized when an obligation is incurred (regardless of when payment is made) and (c)
non-cash items (such as payables, receivables, depreciation, in-kind items, etc.) are also
accounted for.

Report components are as follows:

e The Statement of Net Assets provides a year-end picture of the Board's assets
(cash, receivables and equipment), its liabilities (funds which are owed to others) and
its net worth or net assets (i.e., assets less liabilities).

o The Statement of Activities summarizes revenue (resources coming in) and
expenditures (resources going out) over the course of the year.

o The Federal Schedule itemizes receipts and expenditures for various federal funds
administered by the Board.

« The Notes to Financial Statements are an integral part of the financial statements
and provide expanded explanation and detail regarding the information reported in
the statements.

« Letters from the auditor report on Board compliance with various federal rules and
regulations.

Financial Status of the Board as a Whole

Together, the Statement of Net Assets and the Statement of Activities answer the
question “How did the Board do financially during FY087".

The Statement of Activities compares revenue against expenditures for the year and
calculates whether the Board had a surplus or suffered a loss. Revenue has been
grouped into the following categories: Local levy, Medicaid reimbursement {with ODMH
and ODADAS accounted for separately), federal awards (with ODMH and ODADAS
accounted for separately), state allocations (with ODMH and ODADAS accounted for
separately) and other miscellaneous revenue. Expenses have been organized around
Board administration, agency contracts, state hospital charges, Family and Children First
Councils, special projects, out-of-county billings and other miscellanecus expenses.
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The Statement of Net Assets presents a snap shot of where the Board stood financially on the
last day of the year in terms of the assets it held at that point in time, obligations that were owed
to other parties and the net difference. When the Statement of Activities indicates that
expenses exceeded revenue and a loss was incurred (as was the case in FY08), this would
show up on the Statement of Net Assets in terms of the Board’s net assets being lower at the
end of the year as compared to the beginning of the year by the amount of the deficit.

For a variety of reasons, it is not possible to know with absolute certainty what outstanding
revenue and/or billings for the year have yet to be received, so determining appropriate
estimates of these amounts is inherent in the process of preparing such accrual financial
statements. Efforts have been made to ensure that these estimates are both reasonable and
conservative.

Normally these statements would provide comparisons to the prior year, but what is possible in
the regard has been limited by this being the Board’s first year for which this information has
been presented for a new July-June fiscal year and on an accrual basis. For the purposes of
this “Management Discussion and Analysis,” comparisons with the Board's FYO7 accrual based
compilation report have been provided, but these numbers from FY07 were not subject to audit.

The table below provides a re-cap of the Board’s Statement of Net Assets as of June 30, 2008:

FYO08 FYO7
Assets
Cash with Fiscal Agent $2,127,678 $2,698,340
Receivables $2,498,254 $2,475,033
Prepaid Expenses $10,163 $11,383
Net Capital Assets $33.427 $26,543
TOTAL $4,640,792 $5,211,299
Liabilities
Accounts Payable $2,016,342 $1,920,470
Accrued Expenses $108,616 $107.,899
TOTAL LIABILITIES $2,124,958 $2,028,369
Net Assets
Designated by Governing Board $412,860 $411,489
Undesignated $2,102,974 $2,771,461
TOTAL NET ASSETS $2,515,834 $3,182,950

As of the end of the fiscal year on June 30, 2008, the net assets of the Board had decreased by
$667,166 from what they were at the beginning of the year.
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The table which follows summarizes the Board’s Statement of Activities, providing information
about the revenue and expense amounts that accounted for the Board’s loss in FYO08 and

resultant reduction in net assets.

FY08 FYO7
Revenue
Levy $2,395,431 $2,382,666
ODMH Federal Funds $255,216 $266,185
ODMH Medicaid FFP $2,002,257 $1,909,416
ODADAS Federal Funds $894,924 $886,786
ODADAS Medicaid FFP $371,427 $332,434
ODMH State Funds $4,953,050 $4,777,248
ODADAS State Funds $456,924 $646,126
Other Revenue $222 929 $304,714
TOTAL REVENUE $11,552,158 $11,505,475
Expenses
Board Administration $781,755 $747,087
Agency Contracts $8,932.548 $7,649,055
State Hospital Charges $877,825 $1,026,646
Special Projects $483.456 $633,286
Out-of-County Services $511,328 $518,897
Family and Children First Councils $719,949 $834,338
Other Expenses $(87.,587) ($11,372)
TOTAL EXPENSES $12,219,274 $12,145,924
SURPLUS/(DEFICIT) ($667,116) ($639,549)
NET ASSETS AT
THE BEGINNING OF THE YEAR $3,182,950 $3,822,499
NET ASSETS AT
THE END CF THE YEAR $2,515,834 $3,182,950

For FY08, levy income and other local resources accounted for approximately 23% of the
Board's revenue, federal revenue (the largest portion of which was Medicaid FFP) accounted
for 30%, state funds from ODMH accounted for 41% and state funds from ODADAS accounted
for 8%. This information is summarized graphically on the chart below:



MHRB Revenue for FY08
$11,652,158

Federal ODADAS
30% &%

{ocal Levy & Other
23%

For FY08, approximately 6% of expenses were related to Board administration (including
FCFC) and the balance of 96% went to services of various sorts, with the breakdown for
these being as follows: 7% for state hospital inpatient charges, 77% for local contract
agencies and special projects, 8% for multi-need children and youth served through the
FCFC’s and 4% for out-of-county providers. This information is summarized graphically
on the chart below:

MHRB Expenses for FY08
$12,219,274

Family ang Children First
Out-of-County Services  + Council
4% o %
State Hospital Gharges |

Board Administration
7% y

6%

Agenty Contracts and Speciat
Projects
7%

Description of the Board’s Funds and Accounting System

The Board maintains two funds with the Wayne County Auditor, who serves as the
Board's fiscal agent. One of these funds is used for the Board's general operations.
The other is a fiduciary fund that is used to segregate the finances of the Wayne County
Family and Children First Council, for which the Board is the designated administrative
agent. The Board internally uses Quick Books accounting software, along with a
number of subsidiary legers and spreadsheets, to track the various special awards and
allocations for which it is responsible. For the Board itself, taking into account both
-7-



ODMH and ODADAS, there are approximately 30 separate funding streams that must be
accounted for in some fashion, along with our levy and other locail funds. The FCFC
adds an additional 10 or so revenue categories to this total.

Budgetary Information

The Board’s official budgeting process is prescribed by the Ohio Revised Code (ORC).
Wayne County is the Board's designated fiscal agent and the Board's budgeting and
accounting systems are tied to those of Wayne County. As a part of this, Board
appropriations are restricted by the amounts of anticipated revenues certified by the
County Budget Commission and any mid-year budget revisions must be approved
through a similar process (i.e., the Board may not encumber or spend funds above the
amount which has been certified as being available to appropriate). Consequently, it
may not be possible for the Board's plans or desires to be completely reflected in the
original budget submitted to and approved by the County. Furthermore, since the County
continues to operate on a cash basis, the Board now submits two budgets to the County
for approval: one prepared on a cash basis, upon which the Board's certificate and
encumbrances are based, and a second version prepared on an accrual basis that the
Board uses for management, cost accounting and state reporting. For FY08, actual
revenue and expenditures aligned closely with budget (accrual) projections, as
summarized in the table below:

Budget Actual Diff. %
Revenue

Levy $2,444 321 $2,395,431 {$48,890) -2.0%

ODMH Federal Funds $257,769 $255,216 ($2,553) -1.0%

ODMH Medicaid FFP $2,123,181 } $2,002,257 | ($120,924) -5.7%

ODADAS Federal Funds $894,924 $894,924 $0 0.0%

ODADAS Medicaid FFP $292,729 $371,427 $78,698 26.9%

ODMH State Funds $4,950,880 | 34,953,050 $2,170 0.0%

ODADAS State Funds $456,924 $456,924 $0 0.0%

Qther Revenue $309,091 $222,929 ($86,162) | -27.9%

TOTAL REVENUE $11,729,819 | $11,552,158 ($177,661) -1.5%

Expenses

Board Administration $800,978 $781,755 ($19,223) |  -2.3%

Agency Contracts $9,153,851 | $8,932,548 | ($221,303) 2.4%

State Hospital Charges $877,825 $877,825 $0 0.0%

Special Projects $412 563 $483,456 70,893 17.2%
Out-of-County Services $544,851 $511,328 ($33,523) -8.2% |

FCFC $723,818 $719,949 ($3,869) -0.5%

Other Expenses $30,000 $(87,587) | ($117.587) | -392.0%

TOTAL EXPENSES | $12,543,886 | $12,219,274 | ($324,612) -2.6%

SURPLUS/(DEFICIT) ($814,067) | ($667,116) $146,951 18.1%

-8-



Capital Assets and Debt Administration

The Board owns no land or buildings, with its capital assets consisting solely of office
equipment, the net value (i.e., purchase price less accumulated depreciation) of which
was $34,427 as of June 30, 2008.

The Board did not have any outstanding debt as of June 30, 2008.

Current Issues and Outiook

In FY08, for the second year in a row, the Board incurred a significant deficit. This
represents a change from previous history, where budgeted deficits were typically not
actually incurred, due to revenue being higher that anticipated and/or expenses being
lower. This pattern is summarized in the following historical chart which compares
budget to actual in terms of the size of the surplus or deficit:

Budget Surplus/Deficit vs. Actual
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There are multiple reasons that these deficits are now occurring, but a primary
underlying factor is the erosion of basis state support over a number of years. If one
compares the level of state support from ODMH to what it was in the early 1990’s and
corrects for increases in the CPl and for population growth in the two counties, it is the
case that state funding (which accounts for approximately halif of the Board’s revenue)
has decreased by over 25% in real doliars over this time period. Because of this trend
and the resulting cumulative effects of these recent multiple-year deficits, the Board's
reserves have been reduced by over a third from what they were a couple of years ago.

This trend is illustrated in the following historical chart which shows revenue and
expenses over time and the impact on Board reserves:
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Given this deteriorating financial situation, the Board implemented a number of belt-
tightening measures for FY09 to rein in expenses. These actions, combined with the
additional revenue produced by the passage of a 10-year, 1-mill replacement levy in the fall
of 2007 (which will begin to be received in calendar year 2009) would have largely
addressed the deficit problem for a number of years, had the basic assumptions upon
which the Board has traditionally based its long-range financial projections continued to
hold true. It now seems, however, that this will likely not be the case, with the changes that
appear to be in store itemized in the table which follows:

Prior Assumptions

Likely New Realities

There would likely be budget savings of $300-
400,000 in both FY08 and FYOQ9, due primarily
to contract agencies not reaching maximum
contract ceilings and therefore not drawing
down all the funds that were

budgetéd/énclimbered for this purpiose.

Preliminary yearend results for FY08 indicate
some savings, but the amount is likely less
than $100,000. Failure to earn full contract
ceilings did take place, but was less than
anticipated and was largely offset by other

implications for FY09 and beyond {e.g., levy
revenue, cross-system Medicaid match and
HB131 reimbursement}.

State and federal funding would begin to
increase again in FY10 at rates of 2% and 1%
respectively.

The state budget situation continues to
deteriorate. Additional cuts of 2-5% are being
implemented in the current fiscal year and
preliminary budget guidetines to
ODMH/ODADAS indicate a potential 10% loss
of state funding in FY10.

Medicaid growth would be limited to a rate of
5% a year.

Thus far this has continued to be pretty much
on target locally. However, this is largely
beyond the control of the Board and could
change overnight. Furthermore, there is
current no state plan to address this maiter and
recent decisions about responsibility for autism
service could exacerbate this situation further.

-10-




Medicaid growth would be limited to a rate of
5% a year.

Thus far this has continued to be pretty much
on target locally. However, this is largely
beyond the control of the Board and could
change overnight. Furthermore, there is
current no state plan to address this matter and
recent decisions about responsibility for autism
service could exacerbate this situation further.

State hospital use could be managed in a
manner that would result in annual rate
increases of 1%.

Our local state hospital utilization, while
volatile, has been mostly under conirol of late,
However, the per diem has been artificially
subsidized by one-lime state funds for three
years. If there is no “fix’ for this issue (which
seems increasingly unlikely), we will likely see
an increase in the 20% range in FY10.

The new levy would provide an increase of
$600,000 annually and would increase 2% a
year thereafter because of new construction,

It remains o be seen how much additional
revenue the new levy will produce, although
the $600,000 remains consistent with the
County Auditor's projections. A concern,
however, is that in FY08 the anticipated 2%
increase in our base amount due to new
construction was not realized.

A “fix” would be implemented for the elimination
of revenue from the repeal of the TPPT (rather
than begin to be phased out in FY's10-11}).

The state is currently replacing lost levy
revenue associated with the elimination of the
Tangible Personal Property Tax. [f this “hold-
harmless” mechanism is not continued in some
fashion, the Board stands to eventually lose
over $300,000 of levy revenue. In the current
economic climale, it is less certain that the
necessary “fix” will, in fact, be implemented.

Those budget categories that have been difficult
to control (particularly detox services, state
hospital utilization and contributions through the
FCFC’s for joint service plans for multi-system
kids) would not exceed initial budget allocations.

Much effort has gone into trying to ensure that
these challenging cost cenlers are managed
within budget guidelines, but this remains
extremely difficult. De-tox services remain
particularly problematic in this regard.

State funding arrangements would be
reasonably stable and, despile possible
cuthacks, we could count on continuily in basic
funding formutas.

ODMH and ODADAS are both contemplating
major shifts in historical funding formulas. This
is associated with both the possibility of the
state’s assuming direct responsibility for
Medicaid maich, as well as reviews of the
rationale for current distribution arrangements
for state and federal dolfars. Some “triai
balioon™ scenarios that have been distributed
would result in a loss of state funding to the
Wayne-Holmes Board in the $500-800,000
range.

11-

Given this state of affairs, it is a virtual certainty that the Board will be required to
implement additional cost-cutting measures in the near future to bring expenses in line
with some version of these less optimistic revenue projections and thereby prevent its
reserves from being further reduced to unacceptable levels that would jeopardize the
Board’s solvency and ability to function. These challenges are great and maintaining
reasonable levels of basic services in place for the citizens of Wayne and Holmes
counties, especially for those without Medicaid coverage, will be exceedingly difficult in
upcoming years.




Contacting the Board'’s Financial Management

This report is designed to provide all interested parties with a general overview of the
Board's finances and to demonstrate the Board's accountability for the funds it receives
and administers. If you have questions about this report or need additional information,
please contact Ms. Rose Love, Director of Business Operations, Mental Health &
Recovery Board of Wayne and Holmes Counties, 2345 Gateway Drive, Wooster, Ohio

44691.
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MENTAL HEALTH & RECOVERY BOARD
OF WAYNE & HOLMES COUNTIES
STATEMENT OF NET ASSETS
JUNE 30, 2608

Assets
Pooled Cash and Cash Equivalents
Receivables:

Due from Funding Sources
Agencies’ Advances

Family & Children First Council
Prepaid Expense

Depreciable Capital Assets, Net

Total Assets
Liabilities

Accounts Payable
Accrued Expenses

Vacation and Compensatory Time
Sick Time Payable
Total Liabilities
Net Assets
Invested in Capital Assets, Net of Related Debt
Unrestricted

Total Net Assets

Total Liabilities and Net Assets

See accompanying notes.
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Governmental
Activities

$ 2,127,678

1,124,187
899,337
446,000

10,163
33,427

§ 4,640,792

$ 2,016,342

75,740
32,876

2,124,958

33,427
2,482,407

2,515,834

$ 4,640,792




MENTAL HEALTH & RECOVERY BOARD
OF WAYNE & HOLMES COUNTIES
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2008

Program Revenues

Net (Expense) Revenue
and Changes
in Net Assets

Operating
Grants and Governmental
Expenses Contributions Activities
Governmental Activities
Social Services 11,437,519 9,156,727 (2,280,792)
Administration 781,755 - {781,755)
Total Governmental Activities $ 12219274 % 9,156,727 $ (3,062,547)
General Revenues
Property Taxes 2,395,431
Total General Revenues 2,395,431
Changes in Net Assets (667,116)
Net Assets Beginning of Year 3,182,950
$ 2,515,834

Net Assets End of Year

See accompanying notes.
-14-




MENTAL HEALTH & RECOVERY BOARD
OF WAYNE & HOLMES COUNTIES
STATEMENT OF NET ASSETS
GOVERNMENTAL FUND
JUNE 30, 2008

Assets
Pooled Cash and cash equivalents

Receivables:

Due from Funding Sources
Agencies' Advances

Family & Children First Council
Prepaid Expense

Total Assets

Liabilities
Accounts Payable
Accrued Expenses

Vacation and Compensatory Time
Sick Time Payable

Total Liabilities

Net Assets
Unrestricted, Designated by the Governing Board
Salary Reserve
Hospital Reserve
Family and Children First Council Admin Reserve
Unrestricted, Undesignated

Total Net Assels

Total Liabilities and Net Assets

See accompanying notes
-15-

General
Fund

2,127,678

1,124,187
899,337
446,000

10,163

4,607,365

2,016,342

75,740
32,876

2,124,958

39,887
340,313
32,660
2,069,547

2,482,407

4,607,365




MENTAL HEALTH & RECOVERY BOARD
OF WAYNE & HOLMES COUNTIES
RECONCILIATION OF TOTAL GOVERNMENTAL FUND BALANCES
TO NET ASSETS OF GOVERNMENTAL ACTIVITIES
YEAR ENDED JUNE 30, 2008

Total Governmental Fund Balances $ 2,482,407

Amounts reported for governmental activites in the statement of net assets are
different because:

Capital assets used in governmental activities are not financial resources and
therefore not reported in the funds. 33,427

Net Assets of Governmental Activities $ 2,515,834

See accompanying notes
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MENTAL HEALTH & RECOVERY BOARD
OF WAYNE & HOLMES COUNTIES
STATEMENT OF REVENUE, EXPENDITURES
AND CHANGES IN FUND BALANCES
GOVERNMENTAL FUND
YEAR ENDED JUNE 30, 2008

Revenue
Property Taxes
Government Grants
Miscellaneous

Total Receipts

Expenditures
Salary and Benefits
Fringe Benefits
Equipment
Consultants / Proffessional
Contracts
Miscellaneous

Total Disbursements

Change in Fund Balances
Fund Balances Beginning of Year

Fund Balances End of Year

See accompanying notes
17-

General
Fund

2,395,431
8,933,798
222,929

11,552,158

414,065
110,195
11,446
104,338
11,437,519
148,595

12,226,158

(674,000)
3,156,407

$

2,482,407




MENTAL HEALTH & RECOVERY BOARD
OF WAYNE & HOLMES COUNTIES
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCES - GENERAL FUND TO THE
NET ASSETS OF GOVERNMENTAL ACTIVITES
YEAR ENDED JUNE 340, 2008

Net Changes in Fund Balances - Total Governmental Fund Balances $ (674,000)

Amounts reported for governmental activites in the statement of net assets are
different because:

Governmental funds report capital outlays as expenditures. However, in the

statement of activities, the cost of those assets is allocated over their useful

lives as depreciation expense. This is the amount by which capital outlays

exceeded depreciation in the current period. 6,884

Change in Net Assets of Governmental Activities $ (667,116)

See accompanying notes
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MENTAL HEALTH & RECOVERY BOARD
OF WAYNE & HOLMES COUNTIES
STATEMENT OF REVENUE, EXPENDITURES AND CHANGES IN
FUND BALANCES - BUDGET AND ACTUAL
GENERAL FUND
YEAR ENDED JUNE 30, 2008

Variance
With
Budgeted Amounts Final Budget
Positive
Original Final Actual (Negative)
Revenue
Property Taxes $ 2444321 $ 2444321 § 2395431 § (48,890)
Government Grants 0,324,342 9,324,342 8,933,798 (390,544)
Miscellaneous 305,616 305,616 222,929 (82,687)
Total Revenues $ 12,074,279 $ 12,074,279 § 11,552,158 §  (522,121)
Expenditures

Salaries 418,815 418,815 414,065 4,750

Fringe Benefits 123,498 123,498 110,195 13,303

Consultants 122,530 122,530 104,338 18,192

Non-Personnel Expenses 176,194 176,194 148,595 27,599

Contracts for Services 12,191,994 12,191,994 11,437,519 754,475
Equipment Purchases 10,500 10,500 11,446 (946)

Total Expenditures $ 13,043,531 §$ 13,043,531 § 12,226,158 § 817,373

Change in Fund Balances (969,252) (969,252) (674,000) 295,252

Fund Balances Beginning of Year 3,156,407 3,156,407 3,156,407 -

Fund Balances End of Year §$ 2,187,155 $ 2,187,155 § 2482407 § 295,252

See accompanying notes



MENTAL HEALTH & RECOVERY BOARD
OF WAYNE & HOLMES COUNTIES
FIDUCIARY FUND - STATEMENT OF NET ASSETS

JUNE 30, 2008
Family & Children
First Council
Agency
Fund
Assets
Pooled Cash and Cash Equivalents $ 775,536
Receivables:
Funders 114,878
Grants 28,297
Total Assets $ 918,711
Liabilities
Accounts Payable:
Placement Facilities Payable $ 52,229
Grants Payable 148,525
Other 5,455
Advance Payable - Mental Health
& Recovery Board of Wayne and
Holmes Counties 446,000
Deposits Held, Not Yet Dispursed 266,502
Total Liabilities and Net Assets $ 018,711

See accompanying notes.
-20-
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MENTAL HEALTH AND RECOVERY BOARD OF WAYNE AND HOLMES COUNTIES
WAYNE COUNTY

NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2008

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A. Description of the Entity

The Mental Health and Recovery Board of Wayne and Holmes Counties, Wayne County, Ohio, (the
Board) serves the Wayne and Holmes County areas. The Board primarily provides mental heaith, drug
addiction, alcohol, and community services to the residents of the two counties. The Board is a local
alcohol, drug addiction and mental health district as defined by Section 340.81, Ohio Revised Code.

The Board Members’ composition are citizens appointed as foliows:

a. Seven (7) by the Wayne County Commissioners

b. Three (3) by the Holmes County Commissioners

¢. Four (4) by the Director of the Ohio Department of Mental Health

d. Four (4) by the Director of the Ohio Department of the Alcohol and Drug Addiction Services

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

B. Basis of Accounting

These financial statements were prepared on the basis of accounting principles generally accepted in the
United States of America. Receipts are recognized when earned, and disbursements are recognized
when a liability is incurred.

These financial statements consist of government-wide statements, including the statement of assets,
statement of liabilities and net assets, a statement of activities and fund financial statements, which
provide a more detailed level of financial information.

Government-Wide Financial Statements

The statement of assets, statement of liabilities and net assets, and the statement of activities display
information about the Board as a whole. These statements include the financial activities of the primary
government.

The statement of assets and statement of liabilities and net assets presents the financial condition of the
government activities of the Board at year-end. The statements include the activities of the primary
government except for fiduciary funds. The statement of activities presents a comparison between direct
expenses and program revenue for each function of the Board’s governmental activities. Direct expenses
are those that are specifically associated with a service, program, or department and therefore clearly
identifiable to a particular function. Program revenues inciude charges paid by the recipient of the goods
or services offered by the program and grants and contributions that are restricted to meeting the
operational or capital requirements of a particular program. Revenues which are not classified as
program revenues are presented as general revenues of the Board, with certain limited exceptions.

The comparison of direct expenses with program revenues identifies the extent to which each
governmental program is self-financing or draws from the general receipts of the Board.

-21 -



MENTAL HEALTH AND RECOVERY BOARD OF WAYNE AND HOLMES COUNTIES
WAYNE COUNTY

NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2008

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

B. Basis of Accounting (Continued)
Fund Financial Statements
During the year, the Board segregates transactions related to certain Board functions or activities in
separate funds in order to aid in financial management and to demonstrate legal compliance. Fund
financial statements are designed to present financial information of the Board at this more detailed level.

The focus of governmental fund financial statements is on the major fund. The major fund is presented in
a separate column. Fiduciary funds are reported by type.

C. Cash
As required by Ohio Revised Code, the Board's cash is held and invested by the Wayne County

Treasurer, who acts as custodian for Board monies. The Board’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 Board uses fund accounting to segregate cash and investments that are restricted as to use. The
Board classifies its funds into the following types:

1. General Fund

The General Fund is the government's primary operating fund. It is used to account for all financial
resources of the general government, except those that are required to be accounted for in another
fund.

2. Fiduciary Funds {Agency Funds)

These funds are used to account for assets, liabilities, net assets and changes in net assets for
funds for which the Board is acting in an agency capacity. The Board had the following significant
Agency Funds:

Wayne County Family and Children First Council Agency Fund (The Council)

Additional information regarding the Council's activities can be obtained by reading the Council's
audited financial statements.

E. Budgetary Process

The Ohio Revised Code requires that each fund (except certain agency funds) be budgeted annuaily.
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1.

MENTAL HEALTH AND RECOVERY BOARD OF WAYNE AND HOLMES COUNTIES
WAYNE COUNTY

NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2008

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

E. Budgetary Process (continued)

1. Appropriations

Budgetary expenditures (that is, disbursements and encumbrances} may not exceed appropriations at
the 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 alsc approve the annual appropriation measure. Unencumbered appropriations lapse
at year end.

2. Estimated Resources

Estimated resources include estimates of cash to be received (budgeted receipts) plus unencumbered
cash as of July 1. The County Budget Commission must also approve estimated resources.

3. Encumbrances

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

F. Capital Assets & Depreciation

The investment in capital assets is stated at cost or fair market value at the date of receipt. Depraciation
methods and useful lives are as follows:

Method Life
Computer Equipment Straight Line 5 yrs.
Office Equipment Straight Line 10 yrs.

The Agency capitalizes asset acquisitions greater than $1,000. Routine expenditures for repairs and
maintenance are expensed as incurred.

. Unpaid Vacation and Sick Leave

Employees are entitled to cash payments for unused vacation and sick leave in certain circumstances, such
as upon leaving employment. Total unpaid vacation and sick leave totaled $32,876 as of June 30, 2008.

. Net Assets

Assets are reported as restricted when limitations on their use change the nature or normal understanding
of their use. Such constraints my be either externally imposed by creditors, contributors, grantors or laws of
other governments, or are imposed by law through constitutional provisions o enabling legistation.

Use of Estimates
The preparation of financial statements in conformity with generally accepted accounting principles requires
management to make estimates and assumptions that affect the reported amounts of assets and liabilities and

disclosure of contingent assets and liabilities at the date of the financial statements and the reported amounts of
revenues and expenses during the period. Actual results could differ from those estimates.
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MENTAL HEALTH AND RECOVERY BOARD OF WAYNE AND HOLMES COUNTIES
WAYNE COUNTY

NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2008

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

J. Economic Dependency

The Mental Heaith and Recovery Board receives approximately 21% of its annual budget from
the District Tax Levy, 43% from the Ohio Department of Mental Health — State Funds, 4%
from the Ohio Department of Alcohol and Drug Addiction Services — State Funds, 17% from
the Ohio Department of Mental Heaith — Federal Funds, and 8% from the Ohio Department of
Alcohol and Drug Addiction Services — Federal Funds. The amounts received are based on an
annual determination by each funding source. Any significant decrease in the annual funding
would significantly affect budgeted operations.

PROPERTY TAX

Reat property taxes become a lien on January 1 preceding the October 1 date for which rates are
adopted by the Board. The Siate Board of Tax Equalization adjusts these rates for inflation,
Property taxes are also reduced for applicable homestead and rollback deductions. Homestead
and rollback amounts are then paid by the State, and are reflected in the accompanying financial
statements as Levy Rollback. Payments are due fo the County by December 31. If the property
owner elects to make semiannual payments, the first half is due December 31. The second half
payment is due the following June 20. The County is responsible for assessing property, and for
billing, collecting, and distributing all property taxes on behalf of the Board.

RETIREMENT SYSTEMS
Pension Plans

The Board's employees belong to the Public Employees Retirement System (OPERS) of Ohio.
OPERS is a cost-sharing, multiple-employer pian. This plan provides retirement benefits to
participants as prescribed by the Ohic Revised Code.

OPERS administers three separate pension plans as described below:

1.The Traditional Pension Plan—a cost-sharing multiple—employer defined benefit
pension plan.

2 The Membear—Directed Plan—a defined contribution plan in which the member invests
both member and employer contributions {(employer contributions vest over five years at
20% per year). Under the Member—Directed Plan, members accumulate retirement assets
equal fo the value of member and (vested) employer contributions plus any investment
earnings.

3. The Combined Plan—a cost—sharing multiple—employer defined benefil pension plan.
Under the Combined Plan, OPERS invests employer contributions to provide a formula
retirement benefit similar in nature to the Traditional Pension benefit. Member
contributions, the investment of which is self-directed by the members, accumulate
retirement assets in a manner similar to the Member--Directed Plan.

OPERS provides retirement, disability, survivor and death benefits and annual cost of living
adjustments to members of the Traditional Pension and Combined Plans. Members of the
Member—Directed Plan do not qualify for ancillary benefits,
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MENTAL HEALTH AND RECOVERY BOARD OF WAYNE AND HOLMES COUNTIES
WAYNE COUNTY

NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2008

RETIREMENT SYSTEMS (Continued)

Authority to establish and amend benefits is provided in Chapter 145 of the Ohio Revised Code.
OPERS issues a stand—alone financial report. Interested parties may obtain a copy by writing to
Atin: Finance Director, OPERS, 277 East Town Street, Columbus, Ohio 432154642 or by calling
(614) 2225601 or 800~-222-7377.

The Ohio Revised Code provides statutory authority for member and employer contributions.
Members in the state and local divisions may participate in ali three plans, while law enforcement
and public safety divisions exist only within the Traditional Plan. All of the Board's employees are
classified under the local division requirements of the plan.

For the fiscal year ended June 30, 2008, OPERS members of the local classification contributed
9.5% of their gross salaries from July 1, 2007 through December 31, 2007, and 10.0% from

January 1, 2008 through June 30, 2008.

Employer contributions rates are expressed as a percentage of the covered payroll of active
members, and contribution rates are prescribed by the Ohio Revised Code. The Board's required
contributions rates fore employers under the local classification were 13.85% of participants’ gross
salaries for July 1, 2007 through December 31, 2007, and 14.00% of participants’ gross salaries
from January 1, 2008 through June 30, 2008. In addition, the Board pays 1.0% of the members
share. The Board has paid all contributions required through June 30, 2008

The Board's required contributions to OPERS for the fiscal periods ended June 30, 2008, June 30,
2007, and December 31, 2006 were as follows:

June 30, 2008 (fiscal year, GAAP basis) $ 65,661
June 30, 2007 (six-month fiscal period, cash basis) 27,515
December 31, 2006 (calendar year, cash basis) 52,936

Other Post Employment Benefits

OPERS administers three separate other post retirement benefit plans:

1.Traditional Pension Plan—a cost—sharing, multiple—employer defined benefit pension
plan;

2 Member—Directed Plan—a defined contribution plan

3.Combined Plan—a cost—sharing, multiple~employer defined benefit pension plan that
has elements of both a defined benefit and defined contribution plan.

OPERS maintains a cost—saving multiple—employer defined benefit post-employment healthcare
plan which includes a medical plan, prescription drug program and Medicare Part B premiunt
reimbursement to qualifying members of both the Traditional Pension and the Combined Plans.
Members of the Member—Directed Plan do not qualify for ancillary benefits, including post—
employment healthcare coverage.

In order to qualify for post—employment healthcare coverage, age—and-service retirees under the
Traditional Pension and Combined Plans must have 10 or more years of qualifying Ohio service
credit. Healthcare coverage for disability benefit recipients and qualified survivor benefit recipients
is avallable. The healthcare coverage provided by OPERS meets the definition of an Other Post-
Employment Benefit (OFEB) as described in GASB Statement 45.

The Ohio Revised Code permits, but does not mandate, OPERS to provider OPEB benefits to its
eligible members and beneficiaries. Authority to establish and amend benefifs is provided in
Chapter 145 of the Ohio Revised Code.
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MENTAL HEALTH AND RECOVERY BOARD OF WAYNE AND HOLMES COUNTIES
WAYNE COUNTY

NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2008

OPERS issues a stand—alone financial report. Interested parties rmay obtain a copy by writing
OPERS, Attention: Finance Director, 277 East Town Sireet, Columbus, Ohioc 432154642, or by
calling 614-222-5601 or 800-222-7377.

The Ohioc Revised Gode provides the statutory authorily requiring public employers to fund
postretirement health care through their contributions to OPERS. The Board's contribution actually
made to fund other post-employment benefits was $30,637 for the fiscal year ended June 30, 2008.

The portion of the Board's employer contributions used to fund post—employment benefits can be
approximated by multiplying actual employer coniributions by 0.4332 for July 1, 2007 through

December 31, 2007 and 0.5000 for January 1, 2008 through June 30, 2008 for local government
employers.

CAPITAL ASSETS

Capital asset activity for the year ended June 30, 2008, was as follows:

Beginning Ending
Description Balance Addition Deletions Balance
Governmental Activities:
Capital Assets, being depreciated
Furniture & Fixtures 26,438 11,446 - 37,884
Computer Equipment 19,159 - - 19,159
Total 45,597 11,446 - 57,043
Less Accumulated Depreciation for:
Furniture & Fixtures (8,825) (2,577) - (11,402)
Computer Equipment {10,229} (1,985) - (12,214)
Total (19.054) (4,562} - (23,616)
Total Capital Assets, Net 26,543 _6,884 - _33,427

All depreciation expense is charged to general government expense on the government-wide
financial statements.

OPERATING LLEASES

The Organization leases office space under an operating lease agreement entered into July 1, 2006, for
$23,064 annually. The lease is renewable by the Board annually for five years. After the initial five
year period, the lease is then renewable for five additional annual renewals for a one-time 5% increase.
Rental expense under the operating lease agreement amounted to $23,064 for the period July 1, 2007
to June 30, 2008.

The MHRB entered into an agreement to fease space in Millersburg, Ohio. The initial lease term began

in July of 2004, and provided for annual rental of $22,289, plus insurance and taxes. The lease
contains a renewal option for nine additional and consecutive one-year terms at the same rate.

Several contract agencies of the MHRB sublease the office space. The sub-lessees pay the MHRB
the prescribed rent, plus a pro rata share of the utilities, insurance and taxes. The MHRB has

increased its base level of annual financial support of the subleases in order to compensate the
agencies for additional costs associated with occupying the Millersburg office space.

RISK MANAGEMENT
The Board has obtained commercial insurance for the following risks:
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MENTAL HEALTH AND RECOVERY BOARD OF WAYNE AND HOLMES COUNTIES
WAYNE COUNTY

NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2008

RISK MANAGEMENT (Continued)

- Comprehensive property and general liability (including professional liability and bonding)
- Leased vehicles
- Errors and omissions

The Board also provides health insurance and dental coverage to full-time employees through a
Council of Governments (COG) which contracts with a private carrier.

CONTINGENT LIABILITIES

Amounts received from grantor agencies {primarily ODADAS and ODMH) are subject to audit and
adjustment by the grantor, principally the federal government. The Board's grantes {subrecipient)
agencies are required to have an annual independent audit. The Board requires each grantee
agency to submit a copy of the audit reports. If such audits disclose expenditures not in
accordance with terms of the grants, the grantor agency could disallow the costs and require
reimbursement of the disallowed costs from the grantee agency. The Board generally has the right
of recovery from the grantee agencies. Amounts that may be disallowed, if any, are not presently
determinable. However, based on prior experience, management believes such refunds, if any,
would not be material.

RELATED PARTY TRANSACTIONS

As of June 30, 2008, the Board is due a total of $446,000 from the First Council for operating cash
advances. Terms specify that repayment is to be made within 45 days of notice to the First Council
by the Board.

CHANGE IN FINANCIAL STATEMENT PRESENTATION

For previous six-month fiscal period ended June 30, 2007 the Board presented it's financial
statements on the basis of accounting preferred or permitted by the Auditor of State. For the fiscal
year ended June 30, 2008 the Board has switched to a GAAP presentation format. The effect of
this change is a change in the Board's Net Asset balance as of June 20, 2007, which is reconciled
as follows:

Al Governmental
Assets Fund
June 30, 2007 — Auditor of State Basis $ 2,698,512 $ 2,698,512
June 30, 2007 - Accrual Conversion Adjusiments:
Add:
Receivables — Due from Funding Sources 1,076,696 1,076,696
Receivables — Agencies’ Advances 952,337 952,337
Receivables — Family & Children First Council 446,000 446,000
Prepaid Expenses 11,383 11,383
Depreciable Capital Assets, Net 26,543 -
Less:
Accounts Payable (1,920,842) (1,820,642)
Accrued Expenses — Vacation and Comp Time {75,002) {75,002)
Accrued Expenses — Sick Time Payable {32,877} (32,877)
June 30, 2007 — GAAP Basis $ 3,182,950 $ 3,156,407
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MENTAL HEALTH AND RECOVERY BOARD OF WAYNE AND HOLMES COUNTIES
WAYNE COUNTY
SCHEDULE OF RECEIPTS AND EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED JUNE 30, 2008

Federal Grantor/ Federal Pass Through
Pass Through Grantor/ CFDA Entity
Program Title Number Number Receipts Expenditures
U.S. DEPARTMENT OF EDUCATION
{Passed Through the Ohic Department of Alcohol and Drug Addiction Services)
Safe and Drug Free Schools and Community State Grant 84.186B 85-02476-00-DF3CA-P-06-9109 $ 67,050 $ 67,050
Total - U.S. Department of Education $ 67,050 $ 67,050
U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES
{Passed Through the Ohic Department of Alcohol and Drug Addiction Services)
Medical Assistance Program 93.778 NONE $ 405,711 $405,711
(Passed Through the Ohio Department of Mental Health)
Medical Assistance Program 93.778 NONE $1,972,687 $1,972,687
Total Medical Assistance Program $2,378,398 $2,378,398
{Passed Through the Ohio Depariment of Alcohol and Drug Addiction Services}
Bleck Grant for Prevention and Treatment of Substance Abuse 93.959 85-02476-00-CMMCO-P-08-0032 $ 803,080 $ 803,080
85-01536-00-PAWP-08-0204
85-02289-00-Women-T-08-8897
85-01536-00-YMENT-P-08-0017
Block Grant for Community Mental Health Services 93.958 NONE $ 66,834 $ 66,834
{Passed Through the Ohio Department of Mental Health)
FAST (IV-B) 93.556 NONE 5 84471 § 8447
STAR-SI 93.243 NONE $ 23,857 $ 23,857
ACRA Award 93.243 NONE 3 937 $ 937
Total for 93.243 $ 24,794 $ 24,794
Social Services Block Grant 93.687 NONE $ 103,911 $ 103,91
Total - U.S. Dept of Heaith & Human Services $3,464,488 $3,461,488
Total $3,628,5638 $3,528,538

*== Under the arrangement in place during this audit period, 100% of payments in the Medicaid program were made with
advances from non-federal sources. Consequently, on the GAAP basis by which this schedule was prepared, all Medicaid
funds are considered to be expended,
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MENTAL HEALTH AND RECOVERY BOARD OF WAYNE AND HOLMES COUNTIES
WAYNE COUNTY

NOTES TO THE SCHEDULE OF RECEIPTS AND
EXPENDITURES OF FEDERAL AWARDS
AS OF JUNE 30, 2008

NOTE A — SIGNIFICANT ACCOUNTING POLICIES

The accompanying Schedule of Receipts and Expenditures of Federal Awards (the Schedule) summarizes activity
of the Board's federal award programs. The schedule has been prepared using the accrual basis of accounting.

NOTE B - SUBRECIPIENTS

The Board passes-through certain Federal assistance received from the United States Department of Health and
Human Services to other governments or not-for-profit agencies (subrecipients). The Board records expenditures of
Federal awards to subrecipients when paid in cash. The subrecipient agencies have certain compliance
responsibilities refated to administering these Federal Programs. Under Federal Circular A-133, the Board is
responsible for monitoring subrecipients to help assure that Federal awards are used for authorized purposes in
compliance with laws, regulations and the provisions of contracts or grant agreements, and that performance goals
are achieved.

NOTE C - MATCHING REQUIREMENTS
Certain Federal programs require that the Board contribute non-Federal funds (matching funds) to support the

Federally funded programs. The Board has complied with the matching requirements. The expenditure of non-
Federal matching funds is not included on the Schedule.
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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

Mental Health and Recovery Board of Wayne and Holmes Counties
Wayne County

2345 Gateway Drive, Suite C

Wooster, Ohio 44691

To Members of the Board:

We have audited the accompanying financial statement of the governmental activities, the major fund, and the aggregate
remaining fund information of the Mental Health and Recovery Board of Wayne and Hoimes Counties, Wayne County,
Ohio, (the Board), as of and for the fiscal year ended June 30, 2008, and have issued our report thereon dated December
30, 2008. We conducted our audit in accordance with audiling standards generally accepted in the United States of America
and the standards applicable to financial audits contained in Government Audifing Standards, issued by the Comptroller
General of the United States.

internal Control Over Financial Reporting

in planning and performing our audit, we considered the Board's internal control over financial reporting in order to
determine our auditing procedures for the purpose of expressing our opinion on the financial statements, but not for the
purpose of expressing an opinion on the effectiveness of the Board's internal conirol over financial reporting. Accordingly,
we do not express an opinlon on the effectiveness of the Beoard's internal control over financial reporting.

A control deficiency exists when the design or operation of a control does not allow management or employees, in the
normal course of performing their assigned functions, to prevent or detect misstatements on a timely basis. A significant
deficiency is a controf deficiency, or combination of control deficiencies, that adversely affect the Board's ability to initiate,
authorize, record, process, or report financial data reliably in accordance with generally accepted accounting principles such
that there is more than a remote likelihood that a misstatement of the Board's financial statements that is more than
inconsequential will not be prevented or detected by the Board's internal control.

A material weakness is a significant deficiency, or combination of deficiencies, that results in more that a remote likelihood
that a material misstatement of the financial statements wili not be prevented or detected by the Board's internal control.

Our consideration of the internal controf over financial reporting was for the limited purpose described in the first paragraph
of this section and would not necessarily identify all deficiencies in internal control that might be significant deficiencies or
material weaknesses. We did not identify any deficiencies in internat controt over financial reporting that we consider 1o be
material weaknesses, as defined above.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Board'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 that are
required to be reported under Government Auditing Standards.

Members, American Institute of Certifled Public Accountants and Ohio Society of Certified Public Accountants



Mental Health and Recovery Board of
Wayne and Holmes Counties

Report on Internal Control Over
Financial Reporting

Page 2

We noted certain malters that we reported to management of the Board in a separate letter dated December 30, 2008.

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

l":”"f Malochio, bennio € D:-m-msp, ine.

Line, Malachin, Dennis & Dimengo, Inc.
Akron, Chio

December 30, 2008



Lin¢, Malachin, Dennis & lﬁimengo, In¢c.

"MDD

certified public accountants

1915 West Market 5t., Ste. 900 ' 1124 McKinley Ave. NW
Akron, Ohio 44313 Canton, Ohio 44703
330.867.2800 330.454.8049

330.867.2144 {FAX} 330.454.3390 (FAX)
REPORT ON COMPLIANCE WITH REQUIREMENTS \
APPLICABLE TO EACH MAJOR FEDERAL PROGRAM AND INTERNAL CONTROL OVER
COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133

Mental Health and Recovery Board of Wayne and Holmes Counties
Wayne County

2345 Gateway Drive, Suite C

Wooster, Ohio 44691

To Members of the Board:

We have audited the compliance of the Mental Health and Recovery Board of Wayne and Holmes Counties, Wayne
County, Ohio, (the Board), with the types of compliance requirements described in the U.S. Office of Management and
Budget (OMB) Circular A-133, Compliance Supplement that are applicable to each of its major federal programs for
the fiscal year ended June 30, 2008. The Board's major federai programs are identified in the summary of auditor's
results section of the accompanying Schedute of Findings and Questioned Costs. Compliance with the reguirements
of laws, regulations, contracts and grants applicable to its major federal programs is the responsibility of the Board's
management. Our responsibility is to express an opinion on the Board's compliance based on our audit.

We conducted our audit of compliance in accordance with auditing standards generally accepted in the United States
of America; the standards applicable fo 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 Board’s compliance with those requirements and performing such other procedures as we
considered necessary in the circumstances. We believe that our audit provides a reasonable basis for our opinion.
Our audit does not provide a legal determination on the Board’s compliance with those requirements.

In our opinion, the Board complied, in all material respects, with the requirements referred to above that are applicable
to each of its major federal programs for the fiscal year ended June 30, 2008,

Internal Control Over Compliance

The management of the Board 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 Board’s 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, but not for the purposes of expressing an opinion on the
effectiveness of internal control over compliance. Accordingly, we do not express an opinion on the effectiveness of
the Board's internal controt aver compliance.

Members, American [nstitute of Certified Public Accountants and Ohio Society of Certified Public Accouniants
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A control deficiency exists when the design or operation of a control does not allow management or employees, in
the normal course of performing their assigned job functions, to prevent or detect misstatements on a timely basis. A
significant deficiency is a control deficiency, or combination of control deficiencies, that adversely affects the
organization's ability to initiate, authorize, record, process, or report financial data reliably in accordance with
generally accepted accounting principles, such that there is more than a remote likelihood that a misstatement of the
organization’s financial statements that is more than inconsequential will not be prevented or detected by the
organization’s internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in more than a
remote likelihood that a material misstatement of the financial statements will not be prevented or detected by the
organization’s internal control.

Our consideration of the internal controf over financial reporting was for the limited purpose described in the first
paragraph of this section and would not necessarily identify all deficiencies in internal control that might be significant
deficiencies or material weaknesses. We did not identify any deficiencies in internal control over financial reporting
that we consider to be material weaknesses, as defined above.

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

L
LM&, W‘M,M £ W’ Ine.
Linc, Malachin, Dennis & Dimengo, Inc.
Akron, Ohio

December 30, 2008



MENTAL HEALTH AND RECOVERY BOARD OF WAYNE AND HOLMES COUNTIES
WAYNE COUNTY

SCHEDUL.E OF FINDINGS AND QUESTIONED COSTS
OMB CIRCULAR A-133 § .5056
June 30, 2008

1. SUMMARY OF AUDITORS’ RESULTS

{(d) (1) Type of Financial Statement Opinion Unqualified
(i)
{d) (1) Were there any material confrol weakness No
{ii) reported at the financial statement level
{(GAGAS)?
{1 Were there any other significant No
{iiy deficiencies in internal control reported at
the financial statement level (GAGAS)?
) (1) Was there any reported material No
(i) noncompliance at the financial statement
level (GAGAS)?
(d) (1) Were there any material internal control No
{iv) weakness conditions reported for major
federal programs?
() (1) Were there any other significant No
{iv) deficiencies in internal control for major
federal programs? ]
(@) Type of Major Programs’ Compliance Unquaiified
{v) Opinion
() (1) Are there any reportable findings under § No
{vi) 5107
(d) (1) Major Programs (list): Block Grant for Prevention and
{vii) Treatment of Substance Abuse
#93.959
Medical Assistance Program
#93.778
(d) (1) Dollar Threshold: Type A/B Programs Type A: > $ 300,600
{viil) Type B: all others
{d) {1) Low Risk Audites? Yes
(ix)

2. FINDINGS RELATED TO THE FINANCIAL STATEMENTS
REQUIRED TO BE REPORTED IN ACCORDANCE WITH GAGAS

None

3. FINDINGS AND QUESTIONED COSTS FOR FEDERAL AWARDS

None
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Mary Taylor, cra

Auditor of State

MENTAL HEALTH AND RECOVERY BOARD OF WAYNE AND HOLMES COUNTIES

WAYNE COUNTY

CLERK’S CERTIFICATION
This is atrue and correct copy of the report which is required to be filed in the Office of the
Auditor of State pursuant to Section 117.26, Revised Code, and which is filed in Columbus, Ohio.

desan Poabbitt

CLERK OF THE BUREAU

CERTIFIED
MARCH 31, 2009

88 E. Broad St. / Fourth Floor / Columbus, OH 43215-3506
Telephone: (614) 466-4514 (800) 282-0370 Fax: (614) 466-4490
www.auditor.state.oh.us
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