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We have reviewed the Independent Auditor's Report of the EIk Township, Vinton County,
prepared by Balestra, Harr & Scherer, CPAs, Inc., for the audit period January 1, 2004 through
December 31, 2005. Based upon this review, we have accepted these reports in lieu of the audit
required by Section 117.11, Revised Code. The Auditor of State did not audit the accompanying
financial statements and, accordingly, we are unable to express, and do not express an opinion on
them.

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

Our review was made in reference to the applicable sections of legislative criteria, as reflected by
the Ohio Constitution, and the Revised Code, policies, procedures and guidelines of the Auditor of
State, regulations and grant requirements. The Elk Township is responsible for compliance with
these laws and regulations.
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Independent Auditor’s Report

Board of Trustees
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We have audited the accompanying financial statements of the EIk Township, Vinton County, (the Township) as of
and for the years ended December 31, 2005 and December 31, 2004. These financial statements are the
responsibility of the Township’s management. Our responsibility is to express an opinion on these financial
statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of America
and the standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States. Those standards require that we plan and perform the audit to reasonably
assure whether the financial statements are free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing
the accounting principles used and significant estimates made by management, as well as evaluating the overall
financial statement presentation. We believe our audit provides a reasonable basis for our opinion.

As described more fully in Note 2, the government 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 require the Township to reformat its financial statement presentation and make other changes
effective for the years ended December 31, 2005 and December 31, 2004. Instead of the funds accompanying
financial statements presented for 2005 and 2004, the revisions require presenting entity wide statements and also to
present its larger (i.e. major) funds separately for 2005 and 2004. While the Township does not follow GAAP,
generally accepted auditing standards require us to include the following paragraph if the statements do not
substantially conform to the new GAAP presentation requirements. The Auditor of State permits, but does not
require governments to reformat their statements. The Township has elected not to reformat its statements. Since
the Township does not use GAAP to measure financial statement amounts, the following paragraph does not imply
the amounts are materially misstated under accounting basis the Auditor of State permits. Our opinion on the fair
presentation of the amounts reported pursuant to its non-GAAP basis is in the second following paragraph.

In our opinion, because of the effects of the matter discussed in the preceding paragraph, the financial statements
referred to above for the years ended December 31, 2005 and 2004 do not present fairly, in conformity with
accounting principles generally accepted in the United States of America, the financial position of the Government’s
combined funds as of December 31, 2005 or December 31, 2004, or their changes in financial position for the years
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 Elk Township, Vinton County, as of December 31, 2005 and December 31, 2004, and its
combined cash receipts and disbursements for the years then ended on the basis of accounting described in Note 2.

The aforementioned revision to generally accepted accounting principles also requires the Township to include
Management’s Discussion & Analysis for the years ended December 31, 2005 and 2004. The Township has not
presented Management’s Discussion & Analysis, which accounting principles generally accepted in the United
States of America has determined is necessary to supplement, although not required to be part of, the financial
statements.
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In accordance with Government Auditing Standards, we have also issued our report dated May 26, 2006, on our
consideration of the Government’s internal control over financial reporting and our tests of its compliance with
certain provisions of laws, regulations, contracts and grant agreements and other matters. That report describes the
scope of our testing of internal control over financial reporting and compliance and the results of that testing. 1t does
not opine on the internal control over financial reporting or on compliance. That report is an integral part of an audit
performed in accordance with Government Auditing Standards. You should read it in conjunction with this report in
assessing the results of our audit.

B i i .54
~plsta, 11 FO s

Balestra, Harr & Scherer, CPAs, Inc.

May 26, 2006



ELK TOWNSHIP
VINTON COUNTY

COMBINED STATEMENT OF CASH RECEIPTS, CASH DISBURSEMENTS, ANC
CHANGES IN FUND CASH BALANCES
ALL GOVERNMENTAL FUND TYPES
FOR THE YEAR ENDED DECEMBER 31, 2005

Fiduciary
Governmental Fund Types Fund Type
Private Totals
Special Purpose (Memorandum
General Revenue Trust Fund Only)
Cash Receipts:
Local Taxes $13,704 $61,580 $0 $75,284
Intergovernmental 15,858 95,069 0 110,927
Earnings on Investments 54 144 539 737
Other Revenue 132 355 0 487
Total Cash Receipts 29,748 157,148 539 187,435
Cash Disbursements:
Current:
General Government 28,167 0 0 28,167
Public Safety 0 20,539 0 20,539
Public Works 0 125,163 0 125,163
Health 0 14,484 0 14,484
Total Cash Disbursements 28,167 160,186 0 188,353
Total Cash Receipts Over/(Under) Cash Disbursements 1,581 (3,038) 539 (918)
Other Financing Receipts:
Transfers-In 0 3,000 0 3,000
Transfers-Out (3,000) 0 0 (3,000)
Total Other Financing Receipts (3,000) 3,000 0 0
Excess of Cash Receipts and Other Financing
Receipts Over/(Under) Cash Disbursements (1,419) (38) 539 (918)
Fund Cash Balances, January 1 5,418 28,183 8,366 41,967
Fund Cash Balances, December 31 $3,999 $28,145 $8,905 $41,049

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



ELK TOWNSHIP
VINTON 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

Fiduciary
Governmental Fund Types Fund Type
Private Totals
Special Purpose (Memorandum
General Revenue Trust Fund Only)
Cash Receipts:
Local Taxes $13,527 $52,065 $0 $65,592
Intergovernmental 9,619 96,549 0 106,168
Earnings on Investments 76 154 496 726
Other Revenue 148 1,020 0 1,168
Total Cash Receipts 23,370 149,788 496 173,654
Cash Disbursements:
Current:
General Government 24,097 0 0 24,097
Public Safety 0 9,871 0 9,871
Public Works 0 122,695 0 122,695
Health 0 17,459 0 17,459
Total Cash Disbursements 24,097 150,025 0 174,122
Total Cash Receipts Over/(Under) Cash Disbursements (727) (237) 496 (468)
Excess of Cash Receipts and Other Financing
Receipts Over/(Under) Cash Disbursements (727) (237) 496 (468)
Fund Cash Balances, January 1 6,145 28,420 7,870 42,435
Fund Cash Balances, December 31 $5,418 $28,183 $8,366 $41,967

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



ELK TOWNSHIP
VINTON COUNTY

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEARS ENDED DECEMBER 31, 2005 AND DECEMBER 31, 2004

NOTE 1 — REPORTING ENTITY
Elk Township, Vinton County, Ohio (the Township), is a body politic and corporate established to exercise
the rights and privileges conveyed to it by the constitution and laws of the State of Ohio. The Township is

directed by a publicly elected three-member Board of Trustees. The Township also has an elected
Township Clerk/Treasurer.

The reporting entity is comprised of the primary government.

A. Primary Government

The primary government consists of all funds, departments, boards and agencies that are not legally
separate from the Township. The Township provides general government services, maintenance of
Township roads and bridges, and cemetery maintenance. The Township contracts with the Village of
McArthur Fire Department to provide fire and emergency services.

B. Component Units

Component units are legally separate organizations for which the Township is financially accountable. The
Township is financially accountable for an organization if the Township appoints a voting majority of the
organization’s governing board and (1) the Township is able to significantly influence the programs or
services performed or provided by the organization; or (2) the Township is legally entitled to or can
otherwise access the organization’s resources; the Township is legally obligated or has otherwise assumed
the responsibility to finance the deficits of, or provide support to, the organization; or the Township is
obligated for the debt of the organization. The Township is also financially accountable for any organizations
that are fiscally dependent on the Township in that the Township approves their budget, the issuance of
their debt or the levying of their taxes. Component units also include legally separate, tax-exempt entities
whose resources are for the direct benefit of the Township, are accessible to the Township and are
significant in amount to the Township.

Based on this criteria, the Township has no component units.

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

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A. Basis of Presentation

The Township’s financial statements are presented on a cash basis of accounting. This cash basis of
accounting differs from accounting principles generally accepted in the United States of America (GAAP).
Generally accepted accounting principles include all relevant Governmental Accounting Standards Board
(GASB) pronouncements, which have been applied to the extent they are applicable to the cash basis of
accounting. In the financial statements, Financial Accounting Standards Board (FASB) pronouncements
and Accounting Principles Board (APB) opinions issued on or before November 30, 1989, have been
applied, to the extent they are applicable to the cash basis of accounting, unless those pronouncements
conflict with or contradict GASB pronouncements, in which case GASB prevails. Following are the more
significant of the Township’s accounting policies.



ELK TOWNSHIP
VINTON COUNTY

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2005 AND DECEMBER 31, 2004
(Continued)
NOTE 2 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES — (CONTINUED)

B. Fund Accounting

The Township uses fund accounting to maintain its financial records during the year. A fund is defined as a
fiscal and accounting entity with a self-balancing set of accounts. Funds are used to segregate resources
that are restricted as to use. The funds of the Township are categorized as governmental and fiduciary.

Governmental Funds

The Township classifies funds financed primarily from taxes, intergovernmental receipts (e.g. grants), and
other nonexchange transactions as governmental funds. The Township’s governmental funds are the
General Fund and Special Revenue funds. Special Revenue Funds are used to account for proceeds for
specific sources (other than from trusts or capital projects) that are restricted to expenditure for specific
purposes. The General Fund and significant special revenue funds are described below:

1. General Fund

The General Fund is used to account for all financial resources, except those required to be
accounted for in another fund. The General Fund balance is available to the Township for any
purpose provided it is expended or transferred according to the general laws of Ohio.

2. Gasoline Tax Fund

The Gasoline Tax Fund receives state fuel excise taxes to pay for constructing, maintaining,
and repairing Township Roads.

3. Motor Vehicle License Tax Fund

This fund receives motor vehicle license tax money for constructing, maintaining, and repairing
Township roads.

The other governmental funds of the Township account for grants and other resources whose use is
restricted to a particular purpose.

Fiduciary Funds

Private Purpose Trust Fund — Trust funds are used to account for resources restricted by legally binding
trust agreements. If the agreements require the Township to maintain the corpus of the trust, the fund is
classified as a Nonexpendable Trust Fund. The Township had the following Fiduciary Fund which is
classified as a Nonexpendable Trust Fund:

1. Cemetery Bequest Fund

This Fund accounts for the principal and interest received from contributions for cemetery
maintenance. Only the interest earned is available for expenditure.



ELK TOWNSHIP
VINTON COUNTY

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2005 AND DECEMBER 31, 2004
(Continued)

NOTE 2 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES — (CONTINUED)

C. Basis of Accounting

The Township’s financial statements are prepared using the cash basis of accounting. Receipts are
recorded in the Township’s financial records and reported in the financial statements when cash is received
rather than when earned and disbursements are recorded when cash is paid rather than when a liability is
incurred.

As a result of the use of this cash basis of accounting, certain assets and their related revenues (such as
accounts receivable and revenue for billed or provided services not yet collected) and certain liabilities and
their related expenses (such as accounts payable and expenses for goods or services received but not yet
paid, and accrued expenses and liabilities) are not recorded in these financial statements.

D. Budgetary Process

All funds, except agency funds, are legally required to be budgeted and appropriated. The major documents
prepared are the tax budget, the certificate of estimated resources, and the appropriations ordinance, all of
which are prepared on the budgetary basis of accounting. The tax budget demonstrates a need for existing
or increased tax rates. The certificate of estimated resources establishes a limit on the amount the
Township may appropriate.

The appropriations resolution is the Township’s authorization to spend resources and sets limits on
disbursements plus encumbrances at the level of control selected by the Township. The legal level of
control has been established at the fund, function, and object level for all funds.

The certificate of estimated resources may be amended during the year if projected increases or decreases
in receipts are identified by the Township Fiscal Officer.

The appropriations resolution is subject to amendment throughout the year with the restriction that
appropriations cannot exceed estimated resources.

The Ohio Revised Code requires to the Township to reserve (encumber) appropriations when individual
commitments are made. Encumbrances outstanding at year end are canceled, and re-appropriated in the
subsequent year.

A summary of 2005 and 2004 budgetary activity appears in Note 3.

E. Cash

To improve cash management, cash received by the Township is pooled and invested. Individual fund
integrity is maintained through Township records.

Interest earnings are allocated to Township funds according to State statutes, grant requirements, or debt
related restrictions. Interest receipts credited to the General Fund during 2005 was $54 and $683 was
credited to other Township funds. For 2004, Interest receipts credited to the General Fund was $76 and
$650 was credited to other Township funds.



ELK TOWNSHIP
VINTON COUNTY

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2005 AND DECEMBER 31, 2004
(Continued)

NOTE 2 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES — (CONTINUED)

F. Inventory and Prepaid Items

The Township reports disbursements for inventories and prepaid items when paid. These items are not
reflected as assets in the accompanying financial statements.

G. Capital Assets

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

H. Accumulated Leave

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

|. Employer Contributions to Cost-Sharing Pension Plans

The Township recognizes the disbursement for employer contributions to cost-sharing pension plans when
they are paid. As described in Notes 8 and 9, the employer contributions include portions for pension
benefits and for postretirement health care benefits.

NOTE 4 - BUDGETARY BASIS OF ACCOUNTING

The budgetary basis as provided by law is based upon accounting for certain transactions on the basis of
cash receipts, disbursements, and encumbrances. There are no differences between the budgetary basis
and the cash basis in as much as the Township cancels outstanding year end encumbrances. Budgetary
activity for the years ending December 31, 2005 and 2004 follows:

2005 Budgeted vs. Actual Receipts

Budgeted Actual
Fund Type Receipts Receipts Variance
General $ 30,998 $ 29,748 $ (1,250)
Special Revenue 174,066 160,148 (13,918)
Private Purpose Trust 50 539 489
Total $ 205,114 $ 190,435 $ (14,679)

2005 Budgeted vs. Actual Budgetary Basis Expenditures
Appropriation Budgetary

Fund Type Authority Expenditures Variance
General $ 31,998 $ 31,167 $ 831
Special Revenue 165,858 160,186 5,672
Private Purpose Trust 3,524 - 3,524

Total $ 201,380 $ 191,353 $ 10,027

8



ELK TOWNSHIP
VINTON COUNTY

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2005 AND DECEMBER 31, 2004
(Continued)
NOTE 4 —- BUDGETARY BASIS OF ACCOUNTING (Continued)

2004 Budgeted vs. Actual Receipts

Budgeted Actual
Fund Type Receipts Receipts Variance
General $ 27,280 $ 23370 $ (3,910)
Special Revenue 144,687 149,788 5,101
Private Purpose Trust 150 496 346
Total $ 172,117 $ 173654 $ 1,537

2004 Budgeted vs. Actual Budgetary Basis Expenditures
Appropriation Budgetary

Fund Type Authority Expenditures Variance
General $ 27280 $ 24,097 $ 3,183
Special Revenue 144,832 150,025 (5,193)
Private Purpose Trust 4,046 - 4,046
Total $ 176,158 $ 174,122 $ 2,036

Contrary to Ohio Law, expenditures exceeded appropriations in the Motor Vehicle License Tax Fund in 2005
by $6,181 and in the Road and Bridge Fund by $1,437.

NOTE 5 — DEPOSITS AND INVESTMENTS

Monies held by the Township are classified by State statute into three categories.

Active monies are public monies determined to be necessary to meet current demands upon the Township
treasury. Active monies must be maintained either as cash in the Township treasury, in commercial accounts
payable or withdrawable on demand, including negotiable order of withdrawal (NOW) accounts, or in money
market deposit accounts.

Inactive deposits are public deposits that the Trustees have identified as not required for use within the
current five year period of designation of depositories. Inactive deposits must either be evidenced by
certificates of deposit maturing not later than the end of the current period of designation of depositories, or
by savings or deposit accounts including, but not limited to, passbook accounts.

Interim deposits are deposits of interim monies. Interim monies are those monies which are not needed for
immediate use but which will be needed before the end of the current period of designation of depositories.
Interim deposits must be evidenced by time certificates of deposit maturing not more than one year from the
date of deposit or by savings or deposit accounts, including passbook accounts.

Interim monies held by the Township can be deposited or invested in the following securities:

1. United States Treasury bills, bonds, notes, or any other obligation or security issued by the United
States Treasury, or any other obligation guaranteed as to principal and interest by the United States;

2. Bonds, notes, debentures, or any other obligation or security issued by any federal government
agency or instrumentality including, but not limited to, the Federal National Mortgage Association,
Federal Home Loan Bank, Federal Farm Credit Bank, Federal Home Loan Mortgage Corporation,
Government National Mortgage Association, and Student Loan Marketing Association. All federal
agency securities shall be direct issuances of federal government agencies or instrumentalities;

9



ELK TOWNSHIP
VINTON COUNTY

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2005 AND DECEMBER 31, 2004
(Continued)

NOTE 5 — DEPOSITS AND INVESTMENTS (Continued)

3. Written repurchase agreements in the securities listed above provided the market value of the
securities subject to the repurchase agreement must exceed the principal value of the agreement by
at least 2 percent and be marked to market daily, and the term of the agreement must not exceed
thirty days;

4. Bonds and other obligations of the State of Ohio or Ohio local governments;

5. Time certificates of deposit or savings or deposit accounts including, but not limited to, passbook
accounts;

6. No-load money market mutual funds consisting exclusively of obligations described in division (1) or
(2) and repurchase agreements secured by such obligations, provided that investments in securities
described in this division are made only through eligible institutions;

7. The State Treasurer’s investment pool (STAR Ohio).

Investments in stripped principal or interest obligations, reverse repurchase agreements, and derivatives are
prohibited. The issuance of taxable notes for the purpose of arbitrage, the use of leverage, and short selling
are also prohibited. An investment must mature within five years from the date of purchase, unless matched
to a specific obligation or debt of the Township, and must be purchased with the expectation that it will be
held to maturity. Investments may only be made through specified dealers and institutions.

Deposits

At December 31, 2005 the Bank Balance of the Township’s Deposits was $56,513 and the carrying value
was $41,049. The entire amount of the 2005 bank balance was insured by Federal Depository Insurance and
was not subject to custodial credit risk. At December 31, 2004 the Bank Balance of the Township’s Deposits
was $48,725 and the carrying value was $41,967. The entire amount of the 2004 bank balance was insured
by Federal Depository Insurance and was not subject to custodial credit risk. The Township has no deposit
policy for custodial risk beyond the requirements of State statute. Ohio law requires that deposits be either
insured or be protected by eligible securities pledged to and deposited either with the Township or a qualified
trustee by the financial institution as security for repayment, or by a collateral pool of eligible securities
deposited with a qualified trustee and pledged to secure the repayment of all public monies deposited in the
financial institution whose market value at all times shall be at least one hundred five percent of the deposits
being secured.

NOTE 6 — PROPERTY TAXES

Property taxes include amounts levied against all real property, public utility property, and tangible personal
property located in the Township. Real property tax receipts received in 2005 represent the collection of 2004
taxes. Real property taxes received in 2005 were levied after October 1, 2004, on the assessed values as of
January 1, 2004, the lien date. Assessed values for real property taxes are established by State statute at 35
percent of appraised market value. Real property taxes are payable annually or semiannually. If paid
annually, payment is due December 31; if paid semiannually, the first payment is due December 31, with the
remainder payable by June 20. Under certain circumstances, State statute permits alternate payment dates
to be established.

10



ELK TOWNSHIP
VINTON COUNTY

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2005 AND DECEMBER 31, 2004
(Continued)

NOTE 6 — PROPERTY TAXES (Continued)

Public utility property tax receipts received in 2005 represent the collection of 2004 taxes. Public utility real
and tangible personal property taxes received in 2004 became a lien on December 31, 2003, were levied
after October 1, 2004, and are collected with real property taxes. Public utility real property is assessed at 35
percent of true value; public utility tangible personal property is currently assessed at varying percentages of
true value.

tangible personal property tax receipts received in 2005 (other than public utility property) represent the
collection of 2005 taxes. Tangible personal property taxes received in 2005 were levied after October 1,
2004, on the true value as of December 31, 2004. Tangible personal property is currently assessed at 25
percent of true value for capital assets and 23 percent for inventory. Amounts paid by multi-county taxpayers
are due September 20. Single county taxpayers may pay annually or semiannually. If paid annually, the first
payment is due April 30; if paid semiannually, the first payment is due April 30, with the remainder payable by
September 20.

The assessed values of real property, public utility property, and tangible personal property upon which 2005
property tax receipts were based are as follows:

Real Property

Residential $11,704,590
Real Estate Other 2,862,410
Real Estate Land 6,600
Personal Improvement 2,330,860
Tangible Personal Property 2,801,560
Total Assessed Value $19,706,020

NOTE 7 — RISK MANAGEMENT

Commercial Insurance

The Township has obtained commercial insurance for the following risks:
e Comprehensive property and general liability;
e Vehicles; and

e Errors and ommissions

The Township also provides full medical, dental and vision insurance to the elected officials
through commercial insurance providers.

11



ELK TOWNSHIP
VINTON COUNTY

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2005 AND DECEMBER 31, 2004
(Continued)
NOTE 8 — DEFINED BENEFIT PENSION PLAN

Ohio Public Employees Retirement System

The Township participates in the Ohio Public Employees Retirement System (OPERS). OPERS administers
three separate pension plans. The traditional plan is a cost-sharing, multiple-employer defined benefit
pension plan. The member-directed plan is a defined contribution plan in which the member invests both
member and employer contributions (employer contributions vest over five years at 20 percent per year).
Under the member directed plan, members accumulate retirement assets equal to the value of the member
and vested employer contributions plus any investment earnings.

The combined plan is a cost-sharing, multiple-employer defined benefit pension plan that has elements of
both a defined benefit and a defined contribution plan. Under the combined plan, employer contributions are
invested by the retirement system to provide a formula retirement benefit similar to the traditional plan
benefit. Member contributions, whose investment is self-directed by the member, 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 and combined plans. Members of the member directed plan do not qualify for
ancillary benefits. Authority to establish and amend benefits is provided by Chapter 145 of the Ohio Revised
Code. OPERS issues a stand-alone financial report that may be obtained by writing to OPERS, 277 East
Town Street, Columbus, OH 4321 5-4642 or by calling (614) 222-6701 or (800) 222-7377.

For the year ended December 31, 2005, the members of all three plans were required to contribute 8.5

percent of their annual covered salaries. The Township’s contribution rate for pension benefits for 2005 was
9.55 percent. The Ohio Revised Code provides statutory authority for member and employer contributions.

The Township’s required contributions for pension obligations to the traditional and combined plans for the
years ended December 31, 2005, 2004, and 2003, were $5,895, $5,505, and $4,765, respectively. The full
amount has been contributed for 2005, 2004, and 2003.

NOTE 9 - POSTEMPLOYMENT BENEFITS

Ohio Public Employees Retirement System

The Ohio Public Employees Retirement System (OPERS) provides postretirement health care coverage to
age and service retirees with ten or more years of qualifying Ohio service credit with either the traditional or
combined plans. Health care coverage for disability recipients and primary survivor recipients is available.
Members of the member-directed plan do not qualify for postretirement health care coverage. The health
care coverage provided by the retirement system is considered an Other Postemployment Benefit as
described in GASB Statement No. 12. A portion of each employer's contribution to the traditional or
combined plans is set aside for the funding of postretirement health care based on authority granted by State
statute. The 2005 local government employer contribution rate was 13.55 percent of covered payroll; 4.00
percent of covered payroll was the portion that was used to fund health care.

Benefits are advance-funded using the entry age normal actuarial cost method. Significant actuarial
assumptions, based on OPERS's latest actuarial review performed as of December 31, 2004, include a rate
of return on investments of 8.00 percent, an annual increase in active employee total payroll of 4.00 percent
compounded annually (assuming no change in the number of active employees) and an additional increase
in total payroll of between .50 percent and 6.3 percent based on additional annual pay increases. Health care
premiums were assumed to increase between 1.00 and 6.00 percent annually for the next eight years and
4.00 percent annually after eight years.
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ELK TOWNSHIP
VINTON COUNTY

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2005 AND DECEMBER 31, 2004
(Continued)

NOTE 9 - POSTEMPLOYMENT BENEFITS (Continued)

Ohio Public Employees Retirement System (Continued)

All investments are carried at market. For actuarial valuation purposes, a smoothed market approach is
used. Assets are adjusted to reflect 25 percent of unrealized market appreciation or depreciation on
investment assets annually.

The number of active contributing participants in the traditional and combined plans was 376,109. Actual
employer contributions for 2005 which were used to fund postemployment benefits were $259,300. The
actual contribution and the actuarially required contribution amounts are the same. OPERS's net assets
available for payment of benefits at December 31, 2004, (the latest information available) were $10.8 billion.
The actuarially accrued liability and the unfunded actuarial accrued liability were $29.5 billion and $18.7
billion, respectively.

On September 9, 2004, the OPERS Retirement Board adopted a Health Care Preservation Plan (HCPP) with
an effective date of January 1, 2007. In addition to the HCPP, OPERS has taken additional action to improve
the solvency of the Health Care Fund in 2005 by creating a separate investment pool for health care assets.
As an additional component of the HCPP, member and employer contribution rates increased as of January
1, 2006, which will allow additional funds to be allocated to the health care plan.
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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

Board of Trustees

Elk Township

64519 King Road
McArthur, Ohio 45651

To the Board of Trustees:

We have audited the financial statements of the Elk Township, Vinton County, Ohio (the Township), as of and for
the years ended December 31, 2005 and 2004and have issued our report thereon dated May 26, 2006, wherein we
noted the Township followed accounting practices the Auditor of State prescribes rather than accounting principles
generally accepted in the United States of America. We conducted our audit in accordance with auditing standards
generally accepted in the United States of America and the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the Township’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 Township’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 one instance of
noncompliance that is required to be reported under Government Auditing Standards, and which is described in the
accompanying Schedule of Findings as item 2005-001.
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Elk Township

Vinton County

Report on Internal Control Over Financial
Reporting and on Compliance and Other Matters Required by
Government Auditing Standards

Page 2

This report is intended for the information and use of the audit committee, management, the Board of Trustees, and
is not intended to be and should not be used by anyone other than these specified parties.

_:g LS, %//’ 2T %5@/@/0’

Balestra, Harr & Scherer, CPAs, Inc.

May 26, 2006
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ELK TOWNSHIP
VINTON COUNTY

SCHEDULE OF FINDINGS
DECEMBER 31, 2005 AND 2004

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

FINDING NUMBER 2005-001
Noncompliance Citation
Ohio Rev. Code Section 5705.41(B) states that no subdivision or taxing unit can expend money
unless it has been appropriated. In 2005 Expenditures Exceeded Appropriations by $6,181 in the
Motor Vehicle License Tax Fund and by $1,437 in the Road and Bridge Fund.
The Township should establish monitoring control adequate to mitigate the risk of future
noncompliance.

Response

The Township clerk will make an effort to monitor budgetary activity more closely.
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ELK TOWNSHIP
VINTON COUNTY

SCHEDULE OF PRIOR AUDIT FINDINGS
YEARS END DECEMBER 31, 2005 AND 2004

Not Corrected, Partially Corrected,;
Significantly Different Corrective Action

Finding Finding Fully Taken; or Finding No Longer Valid;
Number Summary Corrected? | Explain:
2003-001 Ohio Revised Code Yes

Section 5705.41(d)
citation for prior
certification of funds.
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88 Hast Broad Street
P.O. Box 1140

Auditor Of State Columbus, Ohio 43216-1140
Betty Montgomery R A
Facsimile 614-466-4490

ELK TOWNSHIP

VINTON COUNTY

CLERK’S CERTIFICATION
This is a true 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
JUNE 15, 2006
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