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Eastern Knox County Joint Fire District 
Knox County 
7 West Walnut Street 
P.O. Box 526 
Danville, Ohio 43014 
 
To the Board of Trustees: 
 
As you are aware, the Auditor of State’s Office (AOS) must modify the Independent Accountants’ Report 
we provide on your financial statements due to an interpretation from the American Institute of Certified 
Public Accountants (AICPA).  While AOS does not legally require your District 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.  Our Report includes an adverse opinion relating to GAAP presentation and 
measurement requirements, but does not imply the amounts the statements present are misstated under 
the non-GAAP basis you follow.  The AOS report also includes an opinion on the financial statements you 
prepared using the cash basis and financial statement format the AOS permits.  
 
 
 
 
 
 
 
 
 
Dave Yost  
Auditor of State 
 
 
June 28, 2012 
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INDEPENDENT ACCOUNTANTS’ REPORT 
 
 
Eastern Knox County Joint Fire District 
Knox County 
7 West Walnut Street 
P.O. Box 526 
Danville, Ohio 43014 
  
 
To the Board of Trustees: 
 
We have audited the accompanying financial statements of Eastern Knox County Joint Fire District, Knox 
County, Ohio, (the District) as of and for the years ended December 31, 2011 and 2010.  These financial 
statements are the responsibility of the District’s management.  Our responsibility is to express an opinion 
on these financial statements based on our audit. 
 
We conducted our audit in accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in the Comptroller General of the 
United States’ Government Auditing Standards.  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.  The District 
processes its financial transactions with the Auditor of State’s Uniform Accounting Network (UAN).  
Government Auditing Standards considers this service to impair the independence of the Auditor of State 
to audit the District because the Auditor of State designed, developed, implemented, and as requested, 
operates UAN.  However, Government Auditing Standards permits the Auditor of State to audit and opine 
on this entity, because Ohio Revised Code § 117.101 requires the Auditor of State to provide UAN 
services, and Ohio Revised Code § 117.11(A) mandates the Auditor of State to audit Ohio governments.  
We believe our audit provides a reasonable basis for our opinion. 
 
As described more fully in Note 1, the District has prepared these financial statements using accounting 
practices the Auditor of State prescribes or permits.  These practices differ from accounting principles 
generally accepted in the United States of America (GAAP).  Although we cannot reasonably determine 
the effects on the financial statements of the variances between these regulatory accounting practices 
and GAAP, we presume they are material.  
 
Instead of the funds the accompanying financial statements present, GAAP require presenting entity wide 
statements and also presenting the District’s larger (i.e. major) funds separately.  While the District does 
not follow GAAP, generally accepted auditing standards requires us to include the following paragraph if 
the statements do not substantially conform to GAAP presentation requirements.  The Auditor of State 
permits, but does not require District to reformat their statements.  The District has elected not to follow 
GAAP statement formatting requirements.  The following paragraph does not imply the amounts reported 
are materially misstated under the accounting basis the Auditor of State permits.  Our opinion on the fair 
presentation of the amounts reported pursuant to its non-GAAP basis is in the second following 
paragraph. 
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In our opinion, because of the effects of the matter discussed in the preceding two paragraphs, the 
financial statements referred to above for the years ended December 31, 2011 and 2010 do not present 
fairly, in conformity with accounting principles generally accepted in the United States of America, the 
financial position of the District as of December 31, 2011 and 2010, or its changes in financial position for 
the years then ended. 
 
Also, in our opinion, the financial statement referred to above present fairly, in all material respects, the 
cash balance of Eastern Knox County Joint Fire District, Knox County, as of December 31, 2011, and its  
cash receipts and disbursements for the years then ended on the accounting basis Note 1 describes. 
 
Finally, in our opinion, the financial statements referred to above present fairly, in all material respects, 
the cash balance and the reserves for encumbrances of Eastern Knox County Joint Fire District, Knox 
County, as of December 31, 2010, and its cash receipts and disbursements for the years then ended on 
the accounting basis Note 1 describes.   
 
As described in Note 1, during 2011 the Eastern Knox County Joint Fire District adopted Governmental 
Accounting Standards Board Statement No. 54, Fund Balance Reporting and Governmental Fund Type 
Definitions. 
 
In accordance with Government Auditing Standards, we have also issued our report dated June 28, 2012, 
on our consideration of the District’s internal control over financial reporting and our tests of its 
compliance with certain provisions of laws, regulations, contracts and grant agreements and other 
matters.  While we did not opine on the internal control over financial reporting or on compliance, that 
report describes the scope of our testing of internal control over financial reporting and compliance, and 
the results of that testing.  That report is an integral part of an audit performed in accordance with 
Government Auditing Standards.  You should read it in conjunction with this report in assessing the 
results of our audit. 
 
 
 
 
 
 
 
 
Dave Yost  
Auditor of State 
 
 
June 28, 2012 
 



2011
Cash Receipts:
  Property and Other Local Taxes $1,309,962.93
  Intergovernmental 291,957.71
  Earnings on Investments 6,556.04
  Miscellaneous 10,069.66

    Total Cash Receipts 1,618,546.34

Cash Disbursements:
  Current:
    Public Safety 1,166,601.62
  Capital Outlay 644,303.54
  Debt Service:
    Principal Retirement 30,233.55
    Interest and Fiscal Charges 14,479.00

    Total Cash Disbursements 1,855,617.71

Total Receipts (Under) Disbursements (237,071.37)
      
Other Financing Receipts/(Disbursements):
  Sale of Bonds 365,000.00
  Sale of Capital Assets 30,000.00
  Other Financing Sources 799.23
  Other Financing Uses (659.22)
    
    Total Other Financing Receipts/(Disbursements) 395,140.01

Net Change in Fund Cash Balances 158,068.64

Fund Cash Balance, January 1 650,013.84

Fund Cash Balance, December 31
  Restricted 79,823.87
  Assigned 80,556.28
  Unassigned 647,702.33
Fund Cash Balance, December 31 $808,082.48

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

FOR THE YEAR ENDED DECEMBER 31, 2011

EASTERN KNOX COUNTY JOINT FIRE DISTRICT
KNOX COUNTY

STATEMENT OF CASH RECEIPTS, CASH DISBURSEMENTS, AND
CHANGES IN CASH BALANCE
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2010
Cash Receipts:
  Property and Other Local Taxes $1,326,053.53
  Intergovernmental 204,784.16
  Earnings on Investments 5,403.06
  Miscellaneous 45,998.26

    Total Cash Receipts 1,582,239.01

Cash Disbursements:
  Current:
    Public Safety 1,173,364.89
  Capital Outlay 132,223.77
  Debt Service:
    Principal Retirement 74,800.00
    Interest and Fiscal Charges 3,649.25

    Total Cash Disbursements 1,384,037.91

Total Receipts Over Disbursements 198,201.10
      
Other Financing Receipts:
  Other Financing Sources 433.74
    
Net Change in Fund Cash Balances 198,634.84

Fund Cash Balance, January 1 451,379.00

Fund Cash Balance, December 31 650,013.84$      

Reserve for Encumbrances, December 31 25,237.00$        

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

FOR THE YEAR ENDED DECEMBER 31, 2010

KNOX COUNTY

STATEMENT OF CASH RECEIPTS, CASH DISBURSEMENTS, AND

EASTERN KNOX COUNTY JOINT FIRE DISTRICT

 CHANGES IN CASH BALANCE
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1. Summary of Significant Accounting Policies 
 
A. Description of the Entity 

 
The constitution and laws of the State of Ohio establish the rights and privileges of the Eastern 
Knox County Joint Fire District, Knox County, (the District) as a body corporate and politic.  A 
nine-member Board of Trustees governs the District.  Each political subdivision within the 
District appoints one member and the final Board member is selected at-large. Those 
subdivisions are Brown Township, Harrison Township, Howard Township, Jefferson Township, 
Union Township, Village of Danville, and Village of Brinkhaven.  The District provides fire 
protection and rescue services within the District. 
 
The District’s management believes these financial statements present all activities for which 
the District is financially accountable.    

 
B. Accounting Basis 

 
These financial statements follow the accounting basis the Auditor of State prescribes or 
permits.  This basis is similar to the cash receipts and disbursements accounting basis.  The 
District recognizes   receipts when received in cash rather than when earned, and recognizes 
disbursements when paid rather than when a liability is incurred.  Budgetary presentations 
report budgetary expenditures when a commitment is made (i.e., when an encumbrance is 
approved).   
 
These statements include adequate disclosure of material matters, as the Auditor of State 
prescribes or permits. 

 
C. Deposits and Investments 

 
The District’s accounting basis includes investments as assets.  This basis does not record 
disbursements for investment purchases or receipts for investment sales.  This basis records 
gains or losses at the time of sale as receipts or disbursements, respectively. 
 
The District values certificates of deposits at cost.   Money market mutual funds (including 
STAR Ohio) are recorded at share values the mutual funds report.  

 
D. Fund Accounting 

 
The District maintains on operating fund: 
 
1. General Fund  

 
The General Fund reports all financial resources for the District.  
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1. Summary of Significant Accounting Policies (Continued) 
 
E. Budgetary Process 

 
The Ohio Revised Code requires that the General Fund be budgeted annually. 
 
1. Appropriations 

 
Budgetary expenditures (that is, disbursements and encumbrances) may not exceed 
appropriations at the fund, function or object level of control, and appropriations may not 
exceed estimated resources.  The Board of Trustees must annually approve 
appropriation measures and subsequent amendments.  The County Budget Commission 
must also 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 January 1.  The County Budget Commission must also 
approve estimated resources. 

 
3. Encumbrances 

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

 
A summary of 2011 and 2010 budgetary activity appears in Note 3. 
 

F. Fund Balance   
 

Fund balance is divided into five classifications based primarily on the extent to which the 
District must observe constraints imposed upon the use of its governmental-fund resources. 
The classifications are as follows: 

 
1. Nonspendable  
 

The District classifies assets as nonspendable when legally or contractually required to 
maintain the amounts intact. 

 
2. Restricted  

 
Fund balance is restricted when constraints placed on the use of resources are either 
externally imposed by creditors (such as through debt covenants), grantors, contributors, 
or laws or regulations of other governments; or is imposed by law through constitutional 
provisions.   
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1. Summary of Significant Accounting Policies (Continued) 
 
F. Fund Balance (Continued) 

 
3. Committed  

 
Trustees can commit amounts via formal action (resolution). The District must adhere to 
these commitments unless the Trustees amend the resolution.  Committed fund balance 
also incorporates contractual obligations to the extent that existing resources in the fund 
have been specifically committed to satisfy contractual requirements. 
 

4. Assigned  
 

Assigned fund balances are intended for specific purposes but do not meet the criteria to 
be classified as restricted or committed. Assigned amounts represent intended uses 
established by District Trustees or a District official delegated that authority by resolution, 
or by State Statute. 

 
5. Unassigned  

 
Unassigned fund balance is the residual classification for the general fund and includes 
amounts not included in the other classifications.  

 
The District applies restricted resources first when expenditures are incurred for purposes for 
which either restricted or unrestricted (committed, assigned, and unassigned) amounts are 
available. Similarly, within unrestricted fund balance, committed amounts are reduced first 
followed by assigned, and then unassigned amounts when expenditures are incurred for 
purposes for which amounts in any of the unrestricted fund balance classifications could be 
used. 
 

G. Property, Plant, and Equipment 
 

The District records disbursements for acquisitions of property, plant, and equipment when 
paid.  The accompanying financial statements do not report these items as assets. 

 
H. Accumulated Leave 

 
In certain circumstances, such as upon leaving employment, employees are entitled to cash 
payments for unused leave.  The financial statements do not include a liability for unpaid leave.   
 

2. Equity in Pooled Deposits 
 
The Ohio Revised Code prescribes allowable deposits and investments.  The carrying amount of 
deposits and investments at December 31 was as follows: 
 

 

2011 2010
Demand deposits $791,720 $633,786
Certificates of deposit 16,362 16,228

Total deposits $808,082 $650,014

 
 Deposits are insured by the Federal Depository Insurance Corporation; or collateralized by the 

financial institution’s public entity deposit pool.   
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3. Budgetary Activity 
 
Budgetary activity for the years ending December 31, 2011 and 2010 follows: 
 

 

Budgeted Actual
Fund Type Receipts Receipts Variance

Total $2,057,819 $2,014,345 ($43,474)

2011 Budgeted vs. Actual Receipts

 
 

 

Appropriation Budgetary
Fund Type Authority Expenditures Variance

Total $2,467,466 $1,856,416 $611,050

2011 Budgeted vs. Actual Budgetary Basis Expenditures

 
 

 

Budgeted Actual
Fund Type Receipts Receipts Variance

Total $1,516,132 $1,582,673 ($66,541)

2010 Budgeted vs. Actual Receipts

 
 

 

Appropriation Budgetary
Fund Type Authority Expenditures Variance

Total $1,953,214 $1,409,275 $543,939

 
 
4. Property Tax 

 
Real property taxes become a lien on January 1 preceding the October 1 date for which the 
Trustees adopted tax rates.  The State Board of Tax Equalization adjusts these rates for inflation.  
Property taxes are also reduced for applicable homestead and rollback deductions.  The financial 
statements include homestead and rollback amounts the State pays as Intergovernmental 
Receipts.  Payments are due to the County by December 31.  If the property owner elects to pay 
semiannually, the first half is due December 31.  The second half payment is due the following 
June 20. 
 
Tangible personal property tax is assessed by the property owners, who must file a list of such 
property to the County by each April 30. 
 
The County is responsible for assessing property, and for billing, collecting, and distributing all 
property taxes on behalf of the District. 
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5. Debt 
 
Debt outstanding at December 31, 2011 was as follows: 
 

 

Principal Interest Rate
General Obligation Bonds 334,766 4.125

Total $334,766

 
The District issued general obligation bonds through the United States Department of Agriculture 
(USDA) to the finance a new fire engine.   The District’s taxing authority collateralized the bonds.   
The bonds were issued on February 24, 2011 in the amount of $365,000 and mature in February 
2021.   During 2010, the District also paid off debt related to a fire engine purchased in 2007. 
   
Amortization of the above debt, including interest, is scheduled as follows: 
  

Year ending December 31:
Fire Engine 

Bond
2012 $0
2013 45,311
2014 45,311
2015 45,258
2016 45,252
2017-2021 226,433

Total $407,565

 
6. Retirement Systems 
 

The District’s certified Fire Fighters belong to the Police and Fire Pension Fund (OP&F).  Other 
employees belong to the Ohio Public Employees Retirement System (OPERS).  OP&F and OPERS 
are cost-sharing, multiple-employer plans.  The Ohio Revised Code prescribes these plans’ 
benefits, which include postretirement healthcare and survivor and disability benefits.  
 
The Ohio Revised Code also prescribes contribution rates.  For 2011 and 2010, OP&F participants 
contributed 10% of their wages.  For 2011 and 2010, the District contributed to OP&F an amount 
equal to 24% of full-time fire fighters’ wages.  For 2011 and 2010, OPERS members contributed 
10% of their gross salaries and the District contributed an amount equaling 14% of participants’ 
gross salaries.  The District has paid all contributions required through December 31, 2011.  

 
7. Risk Management 

 
Commercial Insurance 
 
The District has obtained commercial insurance for the following risks: 
 

• Comprehensive property and general liability; 
• Vehicles; and 
• Errors and omissions. 
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INDEPENDENT ACCOUNTANTS’ REPORT ON INTERNAL CONTROL OVER 
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS 

REQUIRED BY GOVERNMENT AUDITING STANDARDS 
 
 
Eastern Knox County Joint Fire District 
Knox County 
7 West Walnut Street 
P.O. Box 526 
Danville, Ohio 43014 
 
To the Board of Trustees: 
 
We have audited the financial statements of Eastern Knox County Joint Fire District, Knox County, Ohio, 
(the District) as of and for the years ended December 31, 2011 and 2010, and have issued our report 
thereon dated June 28, 2012, wherein we noted the District followed accounting practices the Auditor of 
State prescribes rather than accounting principles generally accepted in the United States of America and 
the District adopted Governmental Accounting Standards Board Statement No. 54 in 2011.  We also 
noted the District processes its financial transactions with the Auditor of State’s Uniform Accounting 
Network (UAN). Government Auditing Standards considers this service to impair the independence of the 
Auditor of State to audit the District because the Auditor of State designed, developed, implemented, and 
as requested, operates UAN. However, Government Auditing Standards permits the Auditor of State to 
audit and opine on this entity, because Ohio Revised Code §117.101 requires the Auditor of State to 
provide UAN services, and Ohio Revised Code §117.11(A) mandates the Auditor of State to audit Ohio 
governments.  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 the Comptroller 
General of the United States’ Government Auditing Standards. 

 
Internal Control Over Financial Reporting 

 
In planning and performing our audit, we considered the District’s internal control over financial reporting 
as a basis for designing our audit procedures for the purpose of expressing our opinion on the financial 
statements, but not for the purpose of opining on the effectiveness of the District’s internal control over 
financial reporting.  Accordingly, we have not opined on the effectiveness of the District’s internal control 
over financial reporting. 
 
A deficiency in internal control exists when the design or operation of a control does not allow 
management or employees, when performing their assigned functions, to prevent, or detect and timely 
correct misstatements.  A material weakness is a deficiency, or combination of internal control 
deficiencies resulting in more than a reasonable possibility that a material misstatement of the District’s 
financial statements will not be prevented, or detected and timely corrected. 
 
Our consideration of internal control over financial reporting was for the limited purpose described in the 
first paragraph of this section and was not designed to identify all deficiencies in internal control over 
financial reporting that might be deficiencies, significant deficiencies or material weaknesses. We did not 
identify any deficiencies in internal control over financial reporting that we consider material weaknesses, 
as defined above. 
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Compliance and Other Matters 
 

As part of reasonably assuring whether the District’s financial statements are free of material 
misstatement, we tested its compliance with certain provisions of laws, regulations, contracts, and grant 
agreements, noncompliance with which could directly and materially affect 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 an opinion.  The results of our tests disclosed 
no instances of noncompliance or other matters we must report under Government Auditing Standards. 
 
We did note a certain matter not requiring inclusion in this report that we reported to the District’s 
management in a separate letter dated June 28, 2012. 
 
We intend this report solely for the information and use of management, Board of Trustees and others 
within the District.  We intend it for no one other than these specified parties. 
 
 
 
 
 
 
 
 
 
Dave Yost  
Auditor of State 
 
 
June 28, 2012 
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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. 
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CERTIFIED  
JULY 31, 2012 
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