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Members of the Board
Ohio Valley Regional Development Commission

Independent Auditor’s Report

We have audited the accompanying financial statements of the governmental activities, each major fund,
and the aggregate remaining fund information of the Ohio Valley Regional Development Commission (the
Commission), Pike County, as of and for the year ended December 31, 2008, which collectively comprise
the Commission’s basic financial statements as listed in the table of contents. These financial statements
are the responsibility of the Commission’s management. Our responsibility is to express opinions on
these financial statements based on our audit.

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

In our opinion, the 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 Commission, as of December 31, 2008, and the respective changes
in financial position for the year then 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 June 25, 2009 on
our consideration of the Commission’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. The purpose of that report is to describes the scope of our testing of internal control over
financial reporting and compliance and the results of that testing, and not to provide an opinion on the
internal control over financial reporting or on compliance. That report is an integral part of an audit
performed in accordance with Government Auditing Standards and should be considered in assessing
the results of our audit.
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The Management’s Discussion and Analysis on pages 3 through 8 is not a required part of the basic
financial statements but is supplementary information required by accounting principles generally
accepted in the United States of America. We have applied certain limited procedures, consisting principally
of inquiries 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.

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprises the Commission’s basic financial statements. The Schedule of Federal Awards Expenditures is
required by the U.S. Office of Management and Budget Circular A-133, Audits of States, Local
Governments, and Non-Profit Organizations, and is not a required part of the basic financial statements.
The Schedule of Federal Awards Expenditures has been subjected to the auditing procedures applied in
the audit of the basic financial statements, and in our opinion, is fairly stated in all material respects in
relation to the basic financial statements taken as a whole.

As described in Note 10, the Commission has implemented Governmental Accounting Standards Board
(GASB) Statement No. 50, “Pension Disclosures- an amendment of GASB Statements No. 25 and No.
27" and GASB Statement No. 45, “Accounting and Financial Reporting by Employers for Postemployment
Benefits Other Than Pensions”.

Respectfully submitted,

WHITED SEIGNEUR SAMS & RAHE, CPAs, LLP
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MANAGEMENT’S DISCUSSION AND ANALYSIS

The discussion and analysis of the Ohio Valley Regional Development Commission’s (the Commission)
financial performance provides an overall review of the Commission’s financial activities for the fiscal
year ended December 31, 2008. The intent of this discussion and analysis is to look at the Commission’s
financial performance as a whole. Readers should also review the basic financial statements and the
notes to the basic financial statements to enhance their understanding of the Commission’s financial
performance.

FINANCIAL HIGHLIGHTS

Key financial highlights for fiscal year 2008 are as follows:

e Net assets of governmental activities decreased by $44,304.

¢ Intergovernmental revenues in the form of federal, state, and local grant funds for
governmental activities accounted for $670,877 in revenue, or 85 percent of all governmental
revenues. Program specific revenues in the form of charges for services accounted for
$55,619, or 7 percent of total revenues of $790,444.

e The Commission had $834,748 in expenses related to governmental activities; $726,496 of
these expenses was offset by program specific charges for services, grants, and
contributions. General revenues were $63,948.

e The revolving loan fund granted new loans during the year with aggregate proceeds of
$303,000.

e The general fund, one of the major funds, had $26,847 in revenues and $26,847 in
expenditures.

USING THIS ANNUAL FINANCIAL REPORT

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

The statement of net assets and statement of activities provide information about the activities of the whole
agency, presenting both an aggregate view of the Commission’s finances and a longer-term view of those
finances. Fund financial statements provide the next level of detail. For governmental funds, these
statements tell how services were financed in the short-term, as well as what remains for future
spending. The fund financial statements also look at the Commission’s most significant funds with all
other non-major funds presented, in total, in one column.
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REPORTING THE COMMISSION AS A WHOLE

Statement of Net Assets and Statement of Activities

While this document contains information about the large number of funds used by the Commission to
provide programs and activities for citizens, the view of the Commission as a whole looks at all financial
transactions and asks the question, “How did we do financially during fiscal year 2008?” The statement
of net assets and the statement of activities answer this question. These statements include all assets
and liabilities using the accrual basis of accounting similar to the accounting used by most private-
sector companies. This basis of accounting takes into account all of the current year’'s revenues and
expenses regardless of when cash is received or paid.

These two statements report the Commission’s net assets and changes in those assets. This change
in net assets is important because it tells the reader that, for the Commission as a whole, the
financial position has improved or diminished. The causes of this change may be the result of many
factors, some financial, some not. Non-financial factors include the availability of federal and state grant
funding, continued support from member governments, and other factors.

REPORTING THE COMMISSION’S MOST SIGNIFICANT FUNDS
Fund Financial Statements

The analysis of the Commission’s major funds is included in the fund financial statements. Fund
financial reports provide detailed information about the Commission’s major funds. The Commission
uses many funds to account for a multitude of financial transactions. However, these fund financial
statements focus on the Commission’s most significant funds. The Commission’s major governmental
funds are the General Fund, Economic Recovery Coordinator Project Fund, Local Development District
and Regional Work Plan Fund, Economic Development Administration Revolving Loan Fund, and the
Appalachian Regional Commission Revolving Loan Fund. The Commission has only governmental
funds.

Governmental Funds — The Commission’s activities are reported in governmental funds, which focus
on how money flows into and out of those funds and the balances left at year end available for spending
in future periods. These funds are reported using an accounting method called modified accrual
accounting, which measures cash and all other financial assets that can readily be converted to cash.
The governmental fund statements provide a detailed short-term view of the Commission’s general
operations and the basic services it provides. Governmental fund information helps you determine
whether there are more or fewer financial resources that can be spent in the near future to finance the
Commission’s programs. The relationship (or differences) between governmental activities (reported
in the statement of net assets and the statement of activities) and governmental funds is reconciled in the
financial statements.

Notes to the Basic Financial Statements — The notes provide additional information that is essential to a
full understanding of the data provided in the government-wide and fund financial statements. The notes
to the basic financial statements can be found on pages 14 to 26 of this report.
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THE COMMISSION AS A WHOLE

Recall that the statement of net assets provides the perspective of the Commission as a whole.
Table 1 provides a summary of the Commission’s net assets as of December 31, 2008, compared to
December 31, 2007.

Table 1
Net Assets
2008 2007*
Assets
Current and Other Assets 569,166 $ 724,344
Capital Assets 54,991 63,935
Loans receivable, net 1,029,242 904,666
Total assets 1,653,399 1,692,945
Liabilities
Current and Other Liabilities 288,226 280,490
Long-term Liabilities 11,422 14,400
Total liabilities 299,648 294,890
Net Assets
Invested in Capital Assets 54,991 63,935
Restricted 1,198,653 504,830
Unrestricted 100,107 829,290

Total Net Assets $ 1,353,751 $ 1,398,055

*Restated- See Note 10 to the basic financial statements.

Total assets decreased $39,546. Cash and cash equivalents decreased by $84,962, due primarily to
more timely payments of payables and the disbursement of loans at a higher rate than the collection of
repayments. Loans receivable increased by $124,576 primarily as a result of increased outreach
efforts to identify and meet the borrowing needs of small businesses in the region. Principal payments
made by borrowers were approximately $123,322, while new loan proceeds disbursed for the year
were $303,000. Bad debt expense of $55,102 was recognized for defaulted loans.

Total liabilities increased $4,758. This resulted primarily from an increase in deferred revenue of
$73,075, a decrease in deferred compensation payable of $58,034, a decrease in accounts payable
of $969 and a net increase in payroll related liabilities of $6,358. The increase in deferred revenue is
the result of the Commission receiving a new grant in October where most of the revenue was
received close to year end. The excess grant funds deferred will be spent in the next budget year as
deferred revenue represents the unearned portion of grant funds received. The decrease in deferred
compensation payable is due to the retirement of the Commission’s executive director. The decrease in
accounts payable is due to a timelier manner of paying bills. The increase in payroll related accruals is
due to an increase in the OPERS rate and the difference in timing between the last pay period of 2008
and 2007.
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Table 2 shows the changes in net assets for the fiscal year ended December 31, 2008, compared to the
fiscal year ended December 31, 2007.

Table 2
Change in Net Assets
2008 2007*
Revenues
Program Revenues:
Charges for Services $ 55,619 $ 81,932
Operating Grants, Contributions,
and Interest 670,877 718,434
Total Program Revenues 726,496 800,366
General Revenues
Grants and Contributions not
restricted to specific programs 20,414 24,098
Investment Earnings 41,347 38,270
Miscellaneous 2,187 75
Total General Revenues 63,948 62,443
Total Revenues 790,444 862,809
Expenses
Economic Development 834,748 723,927
Total Expenses 834,748 723,927
Change in Net Assets (44,304) 138,882
Net assets, beginning of year 1,398,055 1,259,173
Net assets, end of year $ 1,353,751 $ 1,398,055

*As restated — see Note 10 to the basic financial statements.

In fiscal year 2008, 85 percent of the Commission’s revenues were from operating grants, compared to
84 percent in fiscal year 2007. Program revenues were 92% and 93% of the Commission’s revenues for
2008 and 2007 respectively. These revenues consist of various federal and state grants and charges for
services.

The primary cause of the decrease in net assets in 2008 was due to the recognition of bad debt
expense for defaulted loans.

Economic development activities account for 100 percent of total program expenses. The increases in
economic development expenses are due primarily to an increase in new programs.
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THE COMMISSION’S FUNDS

The Commission’s major funds are accounted for using the modified accrual basis of accounting. All
governmental funds had total revenues of $790,444 and expenditures of $825,804, resulting in an
decrease in total fund balances of $35,360. The Commission’s major funds were the General Fund,
Economic Recovery Coordinator Project, Local Development District & Regional Work Plan Fund,
Economic Development Administration Revolving Loan Fund, and the Appalachian Regional
Commission Revolving Loan Fund.

The Revolving Loan Fund’s expenditures exceeded its revenues by $35,360 in 2008, compared with
an excess of revenues over expenditures of $19,969 during fiscal year 2007.

ECONOMIC FACTORS

The Commission is currently operating within its means. However, the Commission’s ability to attract
administrative and program funds for its projects is heavily dependent upon the federal and state
governments and the availability of grant funds. Nearly all of the Commission’s funds come from federal
and state grants. The Commission operates within a designated twelve-county area of Southern Ohio.
Loans made through the revolving loan funds are to businesses within this area. The ability of borrows to
repay these loans is largely continent upon the business economy in the twelve-county area.

CAPITAL ASSETS
Capital Assets

At December 31, 2008, the Commission had $54,991 invested in office equipment and leasehold
improvements. Table 3 shows the fiscal year 2008 balances as compared to 2007.

Table 3
Capital Assets
(Net of Accumulated Depreciation)
Government Activities

2008 2007
Office equipment $12,207 $19,628
Leasehold improvements 42,784 44,307
Net capital assets $54,991 $63,935

Changes in capital assets from the prior year resulted from additions, deletions, and depreciation
expense. See Note 6 to the basic financial statements for more detailed information on the
Commission’s capital assets.
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CONTACTING THE COMMISSION’S FINANCIAL MANAGEMENT

This financial report is designed to provide a general overview of the Commission’s finances for all those
with an interest in the Commission’s finances. Questions concerning any information provided in this
report or requests for additional financial information should be addressed to Rebecca Banchy-Mcllwain,
Finance Director, 9329 State Route 220 East, Suite A, Waverly, OH 45690-9012.



Ohio Valley Regional Development Commission

Statement of Net Assets

December 31, 2008

Assets
Equity in Pooled Cash and Cash Equivalents
Cash and Cash Equivalents:
With Fiscal Agents
Investments
Loans Receivable, net
Intergovernmental Receivable
Prepaid Items
Restricted Assets
Temporarily restricted:
Cash and Cash Equivalents
Deposits- Deferred Compensation
Depreciable Capital Assets, Net

Total Assets

Liabilities
Accounts Payable
Accrued Wages
Unearned Revenue
Deferred Compensation Payable
Long-Term Liabilities:
Due Within One Year
Due In More Than One Year

Total Liabilities

Net Assets
Invested in Capital Assets, Net of Related Debt
Restricted for:
Other Purposes
Unrestricted

Total Net Assets

See accompanying notes to the basic financial statements

139,891

10,740
13,834
1,029,242
111,085
6,663

174,103
112,850

54,991

1,653,399

25,330
25,257
124,789
112,850

11,422

299,648

54,991

1,198,653

100,107

$ 1,353,751




Ohio Valley Regional Development Commission
Statement of Activities
For the Year Ended December 31, 2008

Net (Expense)
Revenue and Changes

Program Revenues in Net Assets
Operating Grants, _ Primary Government
Indirect Charges for Contributions Governmental
Expenses Costs Services and Sales and Interest Activities
Primary Government
Governmental Activities:
Econcomic Development $ 705365 $ 129383 $ 55,619  $ 670,877 $ (108,252)
Total Governmental Activities 705,365 129,383 55,619 670,877 (108,252)
General Revenues
Grants and contributions not restricted to specific programs 20,414
Investment Earnings 41,347
Miscellaneous 2,187
Total General Revenues 63,948
Change in Net Assets (44,304)
Net Assets Beginning of Year - As Restated 1,398,055
Net Assets End of Year $ 1,353,751

See accompanying notes to the basic financial statements
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Ohio Valley Regional Development Commission

Balance Sheet

Governmental Funds

December 31, 2008

Assets

Equity in Pooled Cash and
Cash Equivalents

Cash and Cash Equivalents:
With Fiscal Agents

Investments

Loans Receivable, net

Interfund Receivable

Intergovernmental Receivable

Prepaid Items

Cash- restricted

Deposits- restricted

Total Assets

Liabilities

Accounts Payable
Accrued Wages
Compensated Absences
Interfund Payable
Deferred Revenue
Deferred Compensation

Total Liabilities

Fund Balances

Undesignated (Deficit), Reported in:

General Fund
Special Revenue Funds

Total Fund Balances

Total Liabilities and Fund Balances

Local Economic Appalachian
Economic Development Development Regional
Recovery District & Administration-  Commission- Other Total
Coordinator Regional Revolving Revolving Governmental Governmental
General Project Work Plan Fund Loan Fund Loan Fund Funds Funds
$ 83627 $ 24286 $ 19,297 % - $ - $ 12681 $ 139,891
10,740 - - - - - 10,740
- - - - - 13,834 13,834
- - - 392,179 637,063 - 1,029,242
58,230 - - - - - 58,230
26 14,169 19,199 - - 77,691 111,085
5,603 - 653 66 39 302 6,663
- - - 101,440 72,663 - 174,103
112,850 - - - - - 112,850
$ 271076 $ 38455 $ 39,149 % 493685 $ 709,765 $ 104,508 $ 1,656,638
$ 16374 % 19 3 2,748 % 1,722  $ 2990 $ 1,477 $ 25330
12,161 493 8,013 6 79 4,505 25,257
11,422 - - - - - 11,422
- - - - - 58,230 58,230
18,162 37,943 28,388 - - 40,296 124,789
112,850 - - - - - 112,850
170,969 38,455 39,149 1,728 3,069 104,508 357,878
100,107 - - - - - 100,107
- - - 491,957 706,696 - 1,198,653
100,107 - - 491,957 706,696 - 1,298,760
$ 271076 $ 38455 $ 39,149 % 493,685 $ 709,765 $ 104,508
Amounts reported for governmental activities in the
statement of net assets are different because:
Capital assets used in governmental activities are not financial
resources and therefore are not reported in the funds 54,991
Net Assets of Governmental Activities $ 1,353,751

See accompanying notes to the basic financial statements

-11 -



Ohio Valley Regional Development Commission
Statement of Revenues, Expenditures and Changes in Fund Balances

Governmental Funds
For the Year Ended December 31, 2008

Revenues
Intergovernmental

Interest

Fees, Licenses and Permits

Total Revenues

Expenditures
Current:

Economic Development
Personnel
Fringe Benefits
Travel
Equipment
Supplies
Contractual
Other
Indirect Costs

Total Expenditures
Net Change in Fund Balances

Fund Balances (Deficits) Beginning
of Year - Restated (See Note 10)

Fund Balances (Deficits) End of Year

Economic Appalachian
Development Regional
Local Development Administration- Commission- Other Total
Economic Recovery District & Regional Revolving Revolving Governmental Governmental
General Coordinator Project Work Plan Fund Loan Fund Loan Fund Funds Funds
$ 20,415 $ 8,226 $ 436,256 $ - $ - $ 236,051 $ 700,948
2,023 - - 14,827 24,496 - 41,346
4,409 - - - 350 43,391 48,150
26,847 8,226 436,256 14,827 24,846 279,442 790,444
57,159 3,159 218,911 1,365 2,720 97,260 380,574
22,327 1,238 81,876 483 968 37,284 144,176
4,637 228 16,753 621 247 9,021 31,507
10,430 - - - - - 10,430
10,482 - 4,962 - 1,050 865 17,359
7,816 - - 1,766 3,309 62,969 75,860
43,379 2,323 26,353 30,146 30,749 32,948 165,898
(129,383) 1,278 87,401 537 1,072 39,095 -
26,847 8,226 436,256 34,918 40,115 279,442 825,804
- - - (20,091) (15,269) - (35,360)
100,107 - - 512,048 721,965 - 1,334,120
$ 100,107 $ - $ - $ 491,957 $ 706,696 $ - $ 1,298,760

See accompanying notes to the basic financial statements
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Ohio Valley Regional Development Commission
Reconciliation of the Statement of Revenues, Expenditures and Changes
in Fund Balances of Governmental Funds to the Statement of Activities
For the Year Ended December 31, 2008

Net Change in Fund Balances - Total Governmental Funds $ (35,360)

Amounts reported for governmental activities in the
statement of activities 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 estimated useful lives as
depreciation expense. This is the amount by which capital
outlays exceeded depreciation in the current period. (8,944)

Change in Net Assets of Governmental Activities $ (44,304)

-13-



Ohio Valley Regional Development Commission
Notes to the Basic Financial Statements
For the Year Ended December 31, 2008

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Reporting Entity

The Ohio Valley Regional Development Commission (the Commission) is a regional planning and
economic development agency which coordinates federal, state and local resources to encourage
development in 12 southern Ohio counties: Adams, Brown, Clermont, Fayette, Gallia, Highland, Jackson,
Lawrence, Pike, Ross, Scioto and Vinton.

Established in 1967 as a not-for-profit corporation, the Commission was designated by the State of Ohio
in 1977 as a Regional Planning and Development Organization under Ohio Revised Code §1702.01, et.
seq., and 8713.21. The Commission also serves as a Local Development District for the Appalachian
Regional Commission and as an Economic Development District for the U.S. Department of Commerce,
Economic Development Administration.

The Commission is governed by a Full Commission of more than 175 officials who meet semi-annually.
Members include representatives of county and local governments, social agencies, minorities and the
private sector. The aggregate membership from each county is referred to as a County Caucus.

Routine oversight of the Commission is provided by an Executive Committee with representation from all
12 OVRDC counties from both the public and private sectors, including the two largest cities in the
Commission, Portsmouth and Chillicothe; and the business, education and minority community. The
Executive Committee's monthly meetings are open to the public.

The Commission receives financial support from a combination of federal and state grants and local
service contracts. Member counties also pay annual contributions to the Commission, with contributions
based on each county's estimated population according to the Bureau of the Census.

The accompanying financial statements comply with the provisions of GASB Statement No. 14, “The
Financial Reporting Entity,” and the financial statements include all organizations, activities, and functions
that comprise the Commission. Component units are legally separate entities for which the Commission
(the primary entity) is financially accountable. Financial accountability is defined as the ability to appoint a
voting majority of the organization’s governing body and either (1) the Commission’s ability to impose its will
over the organization or (2) the potential that the organization will provide a financial benefit to, or impose a
financial burden on, the Commission. Using these criteria, the Commission has no component units.

Government-Wide and Fund Financial Statements

The government-wide financial statements (i.e., the statement of net assets and the statement of
changes in net assets) report information on all of the nonfiduciary activities of the primary government.
The statement of activities demonstrates the degree to which the direct expenses of a given function or
segment is offset by program revenues. Direct expenses are those that are clearly identifiable with a
specific function or segment. Program revenues include (1) charges to customers or applicants who
purchase, use, or directly benefit from services or privileges provided by a given function or segment and (2)
grants and contributions that are restricted to meeting the operational or capital requirements of a particular
function or segment. Other items not properly included among program revenues are reported instead as
general revenues. Major individual governmental funds are reported as separate columns in the fund
financial statements.

-14-



Ohio Valley Regional Development Commission
Notes to the Basic Financial Statements
For the Year Ended December 31, 2008

NOTE 1 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Measurement Focus, Basis of Accounting, and Financial Statement Presentation

Government-wide financial statements are prepared using the economic resources measurement focus and
the accrual basis of accounting. Revenues are recorded when earned and expenses are recorded when
a liability is incurred, regardless of the timing of related cash flows. Grants and similar items are
recognized as revenue as soon as all eligibility requirements imposed by the provider have been met.

Governmental fund financial statements are reported using the current financial resources measurement
focus and the modified accrual basis of accounting. Revenues are recognized as soon as they are both
measurable and available. Revenues are considered to be available when they are collectible within the
current period or soon enough thereafter to pay liabilities of the current period. For this purpose, the
government considers revenues to be available if they are collected within 60 days of the end of the
current fiscal period. Expenditures generally are recorded when payable from current resources.

Grants and entitlements and interest associated with the current fiscal period are all considered being
susceptible to accrual and so have been recognized as revenues of the current fiscal period. All other
revenue items are considered measurable and available only when the Commission receives cash.

Fund Accounting

The Commission uses funds 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. The Commission only uses governmental
funds.

Governmental Funds

Governmental funds are those through which most governmental functions typically are financed.
Governmental funds reporting focuses on the sources, uses, and balances of current financial resources.
Expendable assets are assigned to the various governmental funds according to the purpose for which
they may or must be used. Current liabilities are assigned to the fund from which they will be paid. The
difference between governmental fund assets and liabilities is reported as fund balance.

The Commission reports the following major governmental funds:

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

Economic Recovery Coordinator Project- This fund accounts for an Economic Development Administration
grant for the creation of an Economic Recovery Coordinator position to assist Fayette, Highland and Clinton
counties in developing a regional Economic Recovery Strategy related to the job losses at employers located
in the Wilmington Ohio DHL Air Park, to assist Clinton County in developing a CEDS (Comprehensive
Economic Development Strategy) document, and for the initial implementation of projects identified with
those strategies.

Local Development District Administrative and Regional Work Program Fund- This fund accounts for an

Appalachian Regional Commission grant used for administrative support and to provide community and
economic development assistance to the region.
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Ohio Valley Regional Development Commission
Notes to the Basic Financial Statements
For the Year Ended December 31, 2008

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Economic Development Administration Revolving Loan Fund — This fund accounts for loans which offer gap
financing for small businesses seeking to start up or expand in the district. Initial funding for the revolving
loan fund came from grants from the Economic Development Administration.

Appalachian Regional Commission Revolving Loan Fund — The Appalachian Regional Commission (ARC)
Revolving Loan Fund offers gap financing for small businesses seeking to start up or expand in the district.
Initial funding for the revolving loan fund came from grants from the Appalachian Regional Commission.

Revenues — Exchange and Non-exchange Transactions

Revenue resulting from exchange transactions, in which each party gives and receives essentially equal
value, is recorded on the accrual basis when the exchange takes place. On a modified accrual basis, revenue
is recorded in the fiscal year in which the resources are measurable and become available. "Measurable"
means the amount of the transaction can be determined, and “available” means that the resources will be
collected within the current fiscal year or are expected to be collected soon enough thereafter to be used to
pay liabilities of the current fiscal year. For the Commission, available means expected to be received within
60 days of fiscal year-end.

Nonexchange transactions, in which the Commission receives value without directly giving equal value in
return, include grants and donations. On an accrual basis, revenue from grants and donations is recognized
in the fiscal year in which all eligibility requirements have been satisfied. Eligibility requirements include timing
requirements, which specify the year when the resources are required to be used or the fiscal year when use
is first permitted, matching requirements, in which the Commission must provide local resources to be used
for a specified purpose, and expenditures requirements, in which the resources are provided to the
Commission on a reimbursement basis. On a modified accrual basis, revenue from non-exchange
transactions must also be available before it can be recognized.

Expenses/Expenditures

On the accrual basis of accounting, expenses are recoghized at the time they are incurred. The
measurement focus of governmental fund accounting is on decreases in net financial resources
(expenditures) rather than expenses. Expenditures are generally recognized in the accounting period in
which the related fund liability is incurred, if measurable.

Interfund Transactions

During the course of normal operations, the Commission has transactions between funds. On the
governmental funds balance sheet, receivables and payables resulting from short-term interfund loans are
classified as “due to/due from other funds.” These amounts are eliminated on the statement of net assets.

Capital Assets

General capital assets consist primarily of office furnishings and equipment and generally result from
expenditures in the governmental funds. These assets are reported in the governmental activities column of
the government-wide statement of net assets but are not reported in the fund financial statements.

All capital assets are capitalized at cost (or estimated historical cost) and updated for additions and retirements
during the year. The Commission maintains a capitalization threshold of $1,000. The Commission does
not possess any infrastructure. Improvements are capitalized; the costs of nhormal maintenance and repairs
that do not add to the value of the asset or materially extend the asset’s life are not capitalized.
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Ohio Valley Regional Development Commission
Notes to the Basic Financial Statements
For the Year Ended December 31, 2008

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Intergovernmental Revenues

For governmental funds, intergovernmental revenues, such as contributions awarded on a non-
reimbursement basis, are recorded as receivables and revenues when measurable and available.

Reservation of Fund Balance

The Commission records reservations for portions of fund equity which are legally segregated for specific
future use or which do not represent available expendable resources and, therefore, are not available for
appropriations or expenditure in the governmental fund balance sheet. Unreserved fund balance indicates
that portion of fund equity which is available for appropriations in future periods. If restricted and
unrestricted assets are available for the same purpose, then restricted assets will be used before
unrestricted assets.

Net Assets

Net assets represent the difference between assets and liabilities in the statement of net assets. Net assets
invested in capital assets, net of related debt consists of capital assets, net of accumulated depreciation,
reduced by outstanding balances of any borrowings used for the acquisition, construction or improvement
of those assets. Net assets are reported as restricted when there are legal limitations imposed on their use
by Commission legislation or through external restrictions imposed by creditors, grantors, laws, or
regulations of other governments.

The Commission applies restricted resources when an expense is incurred for purposes for which both
restricted and unrestricted net assets are available. Of the Commission’s restricted net assets of
$1,198,653, none is restricted by enabling legislation.

Estimates

The preparation of financial statements in conformity with generally accepted accounting principles requires
management to make estimates and assumptions that affect the amounts reported on the financial
statements and accompanying notes. Actual results may differ from those estimates.

Unearned/Deferred Revenues

The Commission reports unearned revenue on the government-wide financial statements and deferred

revenue on the fund financial statements when monies have been received but for which eligibility
requirements have not been met.
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Ohio Valley Regional Development Commission
Notes to the Basic Financial Statements
For the Year Ended December 31, 2008

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Budgetary Process

Although a legal budget is not required, nor is a budgetary statement, budgets for expenditure of federal
grants are submitted to and approved by the federal government agency at the time the grants are
awarded.

The Commission’s annual budget is a management tool that assists its users in analyzing financial activity for
its fiscal year ended December 31

The Commission’s primary funding source is federal and state grants which have grant periods that may or
may not coincide with the Commission’s fiscal year. These grants normally are for a twelve-month period,;
however, they can be awarded for periods shorter or longer than twelve months.

Because of the Commission’s dependency of federal and state budgetary decisions, revenue estimates are
based upon the best available information as to potential sources of funding. The Commission’s annual
budget differs from that of most local governments in two respects: (1) the uncertain nature of grant
awards from other entities and (2) conversion of grant budgets to a fiscal year basis.

The resultant annual budget is subject to constant change within the fiscal year due to:
e Increases/decrease in actual grant awards from those estimates;
e Changes in grant periods;
e Unanticipated grant awards not included in the budget; and
e Expected grant awards that fail to materialize.

Management utilizes budgets for monitoring financial activity, but budgets are not formally approved by the
Board. Therefore, budgetary comparison schedules are not presented.

Cost Allocation

Office of Management and Budget Circular A-87 provides for the establishment of cost pools which are to
be distributed over the benefiting activity in some rational and equitable manner. The concept of indirect
costs is introduced and defined as follows in Circular A-87: “Indirect costs are those (a) incurred for a
common or joint purpose benefiting more than one cost objective, and (b) not readily assignable to the
cost objective specifically benefited without effort disproportionate to the results achieved.”

OMB Circular A-87 also provides the following basis options for the allocation of indirect costs accumulated
in an indirect cost pool: (1) direct salary costs or (2) total direct costs, excluding items like large consulting
contracts and capital expenditures.

The Commission chose the direct salary cost method because management determined that the more
salary costs a grant has, the more indirect costs the grant would have. Management and administrative
salaries and indirect costs are allocated to the various programs using the actual rate as determined by the
method shown in the Commission’s cost allocation plan.
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Ohio Valley Regional Development Commission
Notes to the Basic Financial Statements
For the Year Ended December 31, 2008

NOTE 1 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Allowance for Loan Losses

The allowance for loan losses in the amount of $79,571 at December 31, 2008, is based upon
management’s assessment of current and historical loss experience, loan portfolio trends, prevailing
economic and business conditions, specific loan review, and other relevant factors. Specific allowances are
established for any impaired loan for which the recorded investment in the loan exceeds the measured value
of the loan. In management’s opinion, the provision is sufficient to maintain the allowance for loan losses at
a level that adequately provides for potential losses.

Compensated Absences

The Commission reports compensated absences in accordance with the provisions of GASB Statement No.
16, “Accounting for Compensated Absences” as interpreted by Interpretation No. 6 of the GASB, “Recognition
and Measurement of Certain Liabilities and Expenditures in Governmental Fund Financial Statements”.

Vacation and compensatory time (for non-exempt employee’s only) benefits are accrued as a liability as the
benefits are earned if the employees’ rights to receive compensation are attributable to services already
rendered and it is probably that the Commission will compensate the employees for the benefits through paid
time off or some other means.

The entire compensated absence liability is reported in the government-wide financial statements and in the
governmental funds.

NOTE 2 - DEPOSITS AND INVESTMENTS

The investments and deposits of the Commission are governed by the provisions of the Ohio Revised
Code. In accordance with these statutes, only financial institutions located in Ohio are eligible to hold
public deposits. The statutes also permit the Commission to invest monies in certificates of deposit,
savings accounts, money market accounts, the State Treasurer's investment pool (STAR Ohio) and
obligations of the United States government or certain agencies thereof. The Commission may also enter
into repurchase agreements with any eligible depository for a period not exceeding 30 days. Public
depositories must give security for all public funds on deposit. These institutions may either specifically
collateralize individual accounts in lieu of amounts insured by the Federal Deposit Insurance Corporation
(FDIC), or may pledge a pool of government securities with a market value equal to 105 percent of public
monies on deposit at the institution. Repurchase agreements must be secured by the specific government
securities upon which the repurchase agreements are based. These securities must be obligations of or
guaranteed by the United States and mature or be redeemable within five years of the date of the related
repurchase agreement. The market value of the securities subject to a repurchase agreement must exceed
the value of the principal by 2 percent and be marked to market daily. State law does not require that
securities maintained for public deposits and investments be held in the Commission’s name. The
Commission is prohibited from investing in any financial instrument contract, or obligation whose value or
return is based upon or linked to another asset or index, or both, separate from the financial instrument,
contract, or obligation itself (commonly known as a “derivative”). The Commission is also prohibited from
investing in reverse repurchase agreements.
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Ohio Valley Regional Development Commission
Notes to the Basic Financial Statements
For the Year Ended December 31, 2008

NOTE 2 - DEPOSITS AND INVESTMENTS (Continued)

Deposits

Custodial credit risk is the risk that, in the event of a bank failure, the Commission’s deposits may not be
returned to it. All deposits are collateralized with eligible securities in amounts equal to at least 105 percent of
the carrying value of the deposits. Such collateral, as permitted by the Ohio Revised Code, is held in single
financial institution collateral pools at Federal Reserve Banks, or at member banks of the Federal Reserve
System, in the name of the respective depository bank and pledged as a pool of collateral against all of the
public deposits it holds or as a specific collateral held at the Federal Reserve Bank in the name of the
Commission.

As of December 31, 2008, the carrying amount of the Commission’s deposits was $324,734 as compared to
a bank balance of $311,944. The entire bank balance was covered by federal depository insurance.

Investments
As of December 31, 2008, the Commission had the following investment:

Investment Maturities (In Years)

Fair Less
Investment Type Value Than1l 1-5 6-10 More than 10
Mutual Fund $ 13,834 $13,834 - - -

Interest rate risk- Interest rate risk is the risk that changes in interest rates will adversely affect the fair
value of an investment. The Commission has no policy specifically dealing with interest rate risk.

Credit risk- Credit risk is the risk that an issuer or other counterparty to an investment will not fulfill its
obligations. The fixed income mutual fund held by the Commission, Franklin Floating Rate Daily Access
Fund, has an overall five star rating from Morningstar. The Commission has no investment policy that
limits its investment choices.

Concentration of credit risk- Concentration of credit risk is the risk of loss attributed to the magnitude of
an investment in a single issuer. The Commission places no limit on the amount the Commission may
invest in any one issuer. 100% of the Commission’s investments are in a mutual fund.

Custodial credit risk- Custodial credit risk is the risk that in the event of the failure of the counterparty, the
Commission will not be able to recover the value of its investment or collateral securities that are in the
possession of an outside party. Lloyds of London has been procured to protect the assets of Fifth Third
Securities, Inc. in excess of the coverage provided by the Securities Investor Protection Corporation,
SIPC.
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Ohio Valley Regional Development Commission
Notes to the Basic Financial Statements
For the Year Ended December 31, 2008

NOTE 3 — LEASES

Operating Lease

In January 2007, the Commission extended the lease agreement for its office facilities for an additional
five years. The terms of the lease requires monthly payments of $1,950, with the lease rate to increase
by $600 each year.

In June 2006, the Commission entered into a lease agreement for a Xerox document center copier. The
terms of this lease call for 60 monthly payments of $867 beginning in August 2006 and ending July 2011.
Additionally, the equipment can be purchased at fair market value at the end of the lease.

In November 2006, the Commission entered into a lease agreement with Pitney Bowes, for a postage
machine. The terms of the lease call for 60 monthly payments of $234 paid in quarterly payments.

Future minimum lease payments are:

2009 $ 37,813

2010 38,413
2011 34,209
thereafter

total $ 110,435

NOTE 4 — DEFINED BENEFIT PENSION PLAN

Ohio Public Employees Retirement System (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 Member-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 asset equal to the value of
member and (vested) employer contributions plus any investment earnings.

3. The Combined Plan — a cost sharing, multiple-employer defined benefit pension plan. Under the
Combined Plan, OPERS invests employer contributions to provide a formula retirement benefit similar
in nature to the Traditional Pension Plan 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
gualify for ancillary benefits.

Authority to establish and amend benefits is provided in Chapter 145 of the Ohio Revised Code.

OPERS issued a stand-alone financial report. Interested parties may obtain a copy by writing to OPERS,
Attention: Finance Director, 277 East Town Street, Columbus, Ohio 43215-4642, or by calling 614-222-
5601 or 800-222-7377.
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Ohio Valley Regional Development Commission
Notes to the Basic Financial Statements
For the Year Ended December 31, 2008

NOTE 4 — DEFINED BENEFIT PENSION PLAN (Continued)

The Ohio Revised Code provides statutory authority for member and employer contributions. For 2008,
member and employer contribution rates were consistent across all three plans. While members in the state
and local divisions may participate in all three plans, law enforcement and public safety divisions exist only
within the Traditional Pension Plan.

The 2008 member contribution rate was 10% for members in state and local classifications. The
employer contribution rate for local government employer units was 14% of covered payroll.

Total required employer contributions for 2008, 2007 and 2006 were $53,081, $51,651, and $49,181,
respectively; 100% has been contributed for 2008, 2007 and 2006.

NOTE 5 - POST-EMPLOYMENT BENEFITS

Plan Description- Ohio Public Employees Retirement System (OPERS) administers three separate
pension plans: The Traditional Pension Plan- a cost-sharing, multiple-employer defined benefit pension
plan; the Member-Directed Plan- a defined contribution plan; and the Combined Plan- a cost sharing,
multiple-employer defined benefit pension plan that has elements of both a defined benefit and defined
contribution plan.

OPERS provides a cost-sharing multiple employer defined benefit post-employment healthcare plan,
which includes a medical plan, prescription drug program and Medicare Part B premium reimbursement,
to qualifying members of both the Traditional and the Combined Plans. Members of the Member-
Directed Plan do not qualify for post-employment health care coverage.

In order to qualify for post-retirement health care coverage, age-and-service retirees must have 10 or
more years of qualifying Ohio service credit. Health care coverage for disability recipients and qualified
survivor benefit recipients is available. The health care coverage provided by the retirement system
meets the definition of an Other Post Employment Benefit (OPEB) as described in GASB Statement No.
45,

Ohio Revised Code permits, but does not mandate, OPERS to provide OPEB benefits to its eligible
members and beneficiaries. 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
OPERS, 277 East Town Street, Columbus, Ohio 43215-4642 or by calling 614-222-5601 or 800-222-
7377.

Funding Policy- The Ohio Revised Code provides the statutory authority requiring public employers to
fund post retirement health care through their contributions to OPERS. A portion of each employer’s
contribution to OPERS is set aside for the funding of post-retirement health care.

Employer contribution rates are expressed as a percentage of the covered payroll of active members. In
2008, employer contribution rate was 14% of covered payroll for employees not engaged in law
enforcement. The Ohio Revised Code currently limits the employer contribution to a rate not to exceed
14% of covered payroll for state and local employer units. Active members do not make contributions to
the OPEB Plan.
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Ohio Valley Regional Development Commission
Notes to the Basic Financial Statements
For the Year Ended December 31, 2008

NOTE 5 — POST-EMPLOYMENT BENEFITS (Continued)

OPERS’ Post Employment Health Care plan was established under, and is administrated in accordance
with Internal Revenue Code 401(h). Each year the OPERS Retirement Board determines the portion of
the employer contribution rate that will be set aside for funding of post employment health care benefits.
For 2008, the employer contribution allocated to the health care plan was 7% of covered payroll. The
OPERS Retirement Board is also authorized to establish rules for the payment of a portion of the health
care benefits provided, by the retiree or their surviving beneficiaries. Payment amounts vary depending
on the number of covered dependents and the coverage selected.

The Commission’s contributions made to fund postemployment benefits for the year ended December
31, 2008, 2007, and 2006 was $26,541, $25,826, and $24,591, respectively; which were equal to the
required contributions for each year.

The Health Care Preservation Plan (HCPP) adopted by the OPERS Retirement Board on September 9,
2004, was effective January 1, 2007. Member and employer contribution rates increased as of January
1, 2006, January 1, 2007, and January 1, 2008, which allowed additional funds to be allocated to the
health care plan.

NOTE 6 — CAPITAL ASSETS
Capital asset activity for the Commission for the year ended December 31, 2008, was as follows:

Balance Balance
12/31/2007 Additions Disposals 12/31/2008

Capital assets, being depreciated:

Equipment $ 56,031 $ - $ - $ 56,031
Leasehold Improvements 60,935 - - 60,935
Total capital assets being depreciated 116,966 - - 116,966

Less accumulated depreciation for:

Equipment 36,403 7,421 - 43,824
Leasehold Improvements 16,628 1,523 - 18,151
Total Accumulated Depreciation 53,031 8,944 - 61,975
Total capital assets being depreciated, net $ 63,935 $ (8,944) $ - $ 54991

NOTE 7- RISK MANAGEMENT

The Commission is exposed to various risks of loss related to torts; theft of, damage to, and destruction of
assets; errors and omissions; injuries to employees; and natural disasters. The Commission maintains
commercial insurance covering each of the above risks of loss.

During 2008, the Commission contracted with State Automobile Mutual Insurance Companies for
business personal property insurance, business automobiles, liability and medical expense coverage.
Business personal property is insured with varying coverage dependent upon the specific property.
Business automobiles are insured up to $1,000,000 per accident. Liability and medical coverage has a
$1,000,000 per occurrence and $2,000,000 aggregate limit.
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NOTE 7- RISK MANAGEMENT (Continued)

Professional and general liability is protected by the Houston Casualty Company with a $1,000,000 single
occurrence and aggregate limit with a $5,000 deductible per claim.

Blanket commercial crime coverage is provided by Continental Casualty Company. The coverage has a
$500,000 aggregate limit and a $1,000 deductible.

The Commission pays the state Workers’ Compensation System a premium based on a rate per $100 of
salaries. The rate is calculated based on accident history and administrative costs.

Management believes that the coverage is adequate to preclude any significant uninsured risk exposure to
the Commission. Settled claims have not exceeded coverage in any of the last three years. There has
been no significant reduction in coverage from the prior fiscal year.

NOTE 8- DEFERRED COMPENSATION

Commission employees may participate in the Ohio Public Employees Deferred Compensation Plan. The
Plan was created in accordance with Internal Revenue Code Section 457. Participation is on a voluntary
payroll deduction basis. The Plan permits deferral of compensation until future years. According to the
Plan, deferred compensation is not available to employees until termination, retirement, death or an
unforeseeable emergency. All amounts of compensation deferred under the Plan, all property and rights
purchased with those amounts, and all income attributable to those amounts, property or rights (until paid or
made available to the employee or other beneficiary) are solely the property and right of the Commission
(without being restricted to the provisions of benefits under the Plan), subject only to the claims of the
Commission's general creditors. Participants' rights under the Plan are equal to those of the general
creditors of the Commission in an amount equal to the fair market value of the deferred account for each
participant.

It is the opinion of the Commission's management that the government has no liability for losses under the
Plan but does have the duty of due care that would be required of an ordinary prudent investor. The
Commission believes that it is unlikely that it will use the assets to satisfy the claims of general creditors in
the future.

NOTE 9 — CONTINGENCIES
Grants

The Commission received financial assistance from federal and state agencies in the form of grants. The
disbursement of funds received under these programs generally requires compliance with terms and
conditions specified in the grant agreements and is subject to audit by the grantor agencies. Any
disallowed claims resulting from such audits could become a liability of the General Fund or other
applicable funds. However, in the opinion of management, any such disallowed claims will not have a
material adverse effect on the overall financial position of the Commission at December 31, 2008.
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NOTE 10 — RESTATEMENT OF FUND BALANCES AND CHANGE IN ACCOUNTING PRINCIPLES

Restatement of Fund Balances

A prior period adjustment was made to correct for unrecognized deferred revenue in 2007. The table
below illustrates the effect on the net assets and fund balances.

Net Assets, December 31, 2007 $ 1,412,152
Prior Period Adjustment (14,097)
Net Assets, January 1, 2008 $ 1,398,055
Fund Balances, December 31, 2007 $ 1,348,217
Prior Period Adjustment (14,097)
Fund Balances, January 1, 2008 $ 1,334,120

Change in Accounting Principles

For the fiscal year 2008, the Commission implemented GASB Statement No. 50, “Pension
Disclosures—an amendment of GASB Statements No. 25 and No. 277, and GASB Statement No. 45,
“Accounting and Financial Reporting by Employers for Postemployment Benefits Other Than
Pensions.” GASB Statement No. 50 more closely aligns the financial reporting requirements for pensions
with those for other postemployment benefits (OPEB) and, in doing so, enhances information disclosed
in the notes to the financial statements or presented as required supplementary information (RSI) by
pension plans and by employers that provide pension benefits. GASB Statement No. 45 establishes
standards for the measurement, recognition, and display of OPEB expenses/expenditures and related
liabilities (assets), note disclosures, and, if applicable, required supplementary information (RSI) in the
financial reports of state and local governmental employers. The application of these new standards had no
effect on the basic financial statements, nor did their implementation require a restatement of prior year
balances.

NOTE 11- SUBSEQUENT EVENTS
The lessor of the Commission’s office facilities has closed operations in 2009. If the property is

subsequently sold to a new owner, there is a possibility of either a change in the future minimum lease
payments or the need to find another facility.
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OHIO VALLEY REGIONAL DEVELOPMENT COMMISSION
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
YEAR ENDED DECEMBER 31, 2008

Federal grantor Federal Direct Grant or
Pass-through grantor CFDA Pass-through Federal
Program title Number Number Expenditures
U.S. Department of Agriculture
Rural Development
Rural Business Opportunity Grant (RBOG) 10.773 N/A $ 15,925
U.S. Department of Commerce
Economic Development Administration
Economic Development- Support for Planning Organizations 11.302 06-83-05167 52,186
Economic Adjustment Assistance 11.307 06-69-05334 6,169
Economic Adjustment Assistance 11.307 06-39-02181 402,580
Total 11.307 408,749
Total U.S. Department of Commerce 460,935
U.S. Dept. of Housing & Urban Development
Rural Housing & Economic Development 14.250 #RH-05-OH-C-0082 33,857
Appalachian Regional Commission
Governor's Intern Program 23.001 CO-15387-C1 2,103
Ohio Adventure Trail Technical Assistance 23.001 C0-15486-06 16,192
Total 23.001 18,295
Local Development District Assistance 23.009 OH-0707A-C35 213,000
Appalachian Research, Technical Assistance, and Demonstration
Project 23.011  85-97 OH-9322-99 766,633
Total Appalachian Regional Commission 997,928
Total Expenditures of Federal Awards $ 1,508,645

The notes to the schedule of federal awards expenditures are an integral part of this schedule.
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Ohio Valley Regional Development Commission
Notes to the Schedule of Federal Awards Expenditures
For the Fiscal Year Ended December 31, 2008

NOTE 1 — SIGNIFICANT ACCOUNTING POLICIES

The accompanying schedule of federal awards expenditures is a summary of the activity of the
Commission’s federal award programs. The schedule has been prepared on the modified accrual basis
of accounting.

NOTE 2 — REVOLVING LOAN FUND

The Commission has established a revolving loan program to provide low-interest loans to businesses to
create jobs in the region. The Appalachian Regional Commission (ARC) and Economic Development
Administration (EDA) have granted money for these loans to the Commission. The initial loan of this
money is recorded as a disbursement on the accompanying schedule. Loans repaid, including interest,
are used to make additional loans. Such subsequent loans are subject to certain compliance
requirements imposed by the grantors. Such ARC loans are included as expenditures on the
schedule.

Collateral for these loans is determined on a case-by-case basis, but includes mortgages on real estate
and liens on business equipment and inventory.

NOTE 3— MATCHING REQUIREMENTS

Certain federal programs require that the Commission contribute non-federal funds (matching funds) to
support the federally-funded programs. The Commission has complied with the matching requirements.
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June 25, 2009

Members of the Board
Ohio Valley Regional Development Commission

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

We have audited the financial statements of the governmental activities, each major fund, and the
aggregate remaining fund information of the Ohio Valley Regional Development Commission, Pike
County, Ohio, (the Commission) as of and for the year ended December 31, 2008, which collectively
comprise the Commission’s basic financial statements and have issued our report thereon dated
June 25, 2009. 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 Commission’s internal control over
financial reporting as a basis for designing our auditing procedures for the purpose of expressing
our opinions on the financial statements, but not for the purpose of expressing an opinion on the
effectiveness of the Commission’s internal control over financial reporting. Accordingly, we do not
express an opinion on the effectiveness of the Commission’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 control deficiency, or combination of
control deficiencies, that adversely affects the entity’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 entity’s financial statements
that is more than inconsequential will not be prevented or detected by the entity’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 entity’s internal control.
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Our consideration of the internal control over financial reporting was for the limited purpose
described in the first paragraph of this section and would not necessarily identify all deficiencies in
the 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.

Compliance and Other Matters

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

We noted certain matters that we reported to management of the Commission in a separate letter
dated June 25, 2009.

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

Respectfully submitted,
WHITED SEIGNEUR SAMS & RAHE CPAs, LLP
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June 25, 2009

Members of the Board
Ohio Valley Regional Development Commission

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

Compliance

We have audited the compliance of Ohio Valley Regional Development Commission (the Commission) with
the types of compliance requirements described in the U.S. Office of Management and Budget (OMB)
Circular A-133, Compliance Supplement that are applicable to each of its major federal programs for the
year ended December 31, 2008. The Commission’s major federal programs are identified in the summary
of auditor’s results section of the accompanying schedule of findings and questioned costs. Compliance
with the requirements of laws, regulations, contracts and grants applicable to each of its major federal
programs is the responsibility of the Commission’s management. Our responsibility is to express an opinion
on the Commission’s compliance based on our audit.

We conducted our audit of compliance in accordance with auditing standards generally accepted in the
United States of America; the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States; and OMB Circular A-133, Audits of
States, Local Governments and Non-Profit Organizations. Those standards and OMB Circular A-133
require that we plan and perform the audit to obtain reasonable assurance about whether noncompliance
with the types of compliance requirements referred to above that could have a direct and material effect on
a major federal program occurred. An audit includes examining, on a test basis, evidence about the
Commission’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 Commission’s compliance with those
requirements.

In our opinion, the Commission complied, in all material respects, with the requirements referred to above
that are applicable to each of its major federal programs for the year ended December 31, 2008.
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Internal Control Over Compliance

The management of the Commission 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 Commission’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 purpose of expressing an opinion on the effectiveness of internal control over compliance.
Accordingly, we do not express an opinion on the effectiveness of the Commission’s internal control over
compliance.

A control deficiency in an entity’s internal control over compliance 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 noncompliance with a type of compliance requirement of a federal program
on a timely basis. A significant deficiency is a control deficiency, or combination of control deficiencies, that
adversely affects the entity’s ability to administer a federal program such that there is more than a remote
likelihood that noncompliance with a type of compliance requirement of a federal program that is more than
inconsequential will not be prevented or detected by the entity’s internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in
more than a remote likelihood that material honcompliance with a type of compliance requirement of a
federal program will not be prevented or detected by the entity’s internal control.

Our consideration of internal control over compliance 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
compliance that we consider to be material weaknesses, as defined above.

This report is intended solely for the information and use of management, 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.

Respectfully submitted,

WHITED SEIGNEUR SAMS & RAHE CPAs, LLP
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OHIO VALLEY REGIONAL DEVELOPMENT COMMISSION
DECEMBER 31, 2008
SCHEDULE OF FINDINGS
OMB CIRCULAR A-133 SECTION .505
SUMMARY OF AUDITOR’S RESULTS

(d)(1)(i) Type of Financial Statement Opinion Unqualified
(D)) Were there any material control weakness conditions No
reported at the financial statement level (GAGAS)?
(L)) Were there any other significant control deficiencies No
reported at the financial statement level (GAGAS)?
()L Was there any reported noncompliance at the financial No
statement level (GAGAS)?
(@D) Were there any material internal control weakness N
" : o]
conditions reported for major federal programs?
(@D)w) Were there any other significant control deficiencies No
reported for major federal programs?
(d)(1)(v) Type of Major Programs’ Compliance Opinion Unqualified
(d)(21)(vi) Are there any reportable findings under section .5107? No
(d)(1)(vii) Major Programs (list): CFDA #11.307,
Economic
Adjustment
Assistance;
CFDA # 23.011,
Appalachian
Research,
Technical
Assistance, and
Demonstration
Project
(d)(1)(viii) Dollar Threshold: Type A\B Programs
$300,000
(d)(1)(ix) Low Risk Auditee? No

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

3. FINDING AND QUESTIONED COSTS FOR FEDERAL AWARDS
None.
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