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Board Members 
Mental Health & Recovery Board of Erie and Ottawa Counties 
416 Columbus Avenue 
Sandusky, Ohio 44870 
 
 
We have reviewed the Independent Auditor’s Report of the Mental Health & Recovery Board of 
Erie and Ottawa Counties, Erie County, prepared by BHM CPA Group, Inc., for the audit period 
January 1, 2017 through December 31, 2018.  Based upon this review, we have accepted these 
reports in lieu of the audit required by Section 117.11, Revised Code.  The Auditor of State did 
not audit the accompanying financial statements and, accordingly, we are unable to express, and 
do not express an opinion on them.   
 
Our review was made in reference to the applicable sections of legislative criteria, as reflected by 
the Ohio Constitution, and the Revised Code, policies, procedures and guidelines of the Auditor 
of State, regulations and grant requirements.  The Mental Health & Recovery Board of Erie and 
Ottawa Counties is responsible for compliance with these laws and regulations. 
 
 
 
 
 
 
Keith Faber 
Auditor of State 
Columbus, Ohio 
 
April 24, 2019  
 
 
 
 
 
 
 

JRHelle
Keith Faber
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INDEPENDENT AUDITOR’S REPORT

Mental Health and Recovery Board of Erie and Ottawa Counties
Erie County
416 Columbus Avenue 
Sandusky, Ohio 44870 

To the Members of the Board:

Report on the Financial Statements 

We have audited the accompanying financial statements of the cash balances, receipts and disbursements 
by fund type, and related notes of the Mental Health and Recovery Board of Erie and Ottawa Counties, Erie 
County, Ohio (the Board) as of and for the years ended December 31, 2018 and 2017.

Management's Responsibility for the Financial Statements

Management is responsible for preparing and fairly presenting these financial statements in accordance 
with the financial reporting provisions Ohio Revised Code Section 117.38 and Ohio Administrative Code 
Section 117-2-03(D) permit; this responsibility includes designing, implementing and maintaining internal 
control relevant to preparing and fairly presenting financial statements free from material misstatement, 
whether due to fraud or error.

Auditor's Responsibility

Our responsibility is to opine on these financial statements based on our audit.  We audited in accordance 
with auditing standards generally accepted in the United States of America and the financial audit standards 
in the Comptroller General of the United States’ Government Auditing Standards. Those standards require 
us to plan and perform the audit to reasonably assure the financial statements are free from material 
misstatement. 

An audit requires obtaining evidence about financial statement amounts and disclosures. The procedures 
selected depend on our judgment, including assessing the risks of material financial statement 
misstatement, whether due to fraud or error. In assessing those risks, we consider internal control relevant 
to the Board's preparation and fair presentation of the financial statements in order to design audit 
procedures that are appropriate in the circumstances, but not to the extent needed to opine on the 
effectiveness of the Board's internal control. Accordingly, we express no such opinion. An audit also 
includes evaluating the appropriateness of management’s accounting policies and the reasonableness of 
their significant accounting estimates, as well as our evaluation of the overall financial statement 
presentation.

We believe the audit evidence we obtained is sufficient and appropriate to support our audit opinions. 
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Basis for Adverse Opinion on U.S. Generally Accepted Accounting Principles 

As described in Note 2 of the financial statements, the Board prepared these financial statements using the 
accounting basis permitted by the financial reporting provisions of Ohio Revised Code Section 117.38 and 
Ohio Administrative Code Section 117-2-03(D), which is an accounting basis other than accounting 
principles generally accepted in the United States of America (GAAP), to satisfy these requirements. 

Although the effects on the financial statements of the variances between the regulatory accounting basis 
and GAAP are not reasonably determinable, we presume they are material.

Though the Board does not intend these statements to conform to GAAP, auditing standards generally 
accepted in the United States of America require us to include an adverse opinion on GAAP.  However, the 
adverse opinion does not imply the amounts reported are materially misstated under the accounting basis 
Ohio Revised Code Section 117.38 and Ohio Administrative Code Section 117-2-03(D) permit.  Our opinion 
on this accounting basis is in the Opinion on Regulatory Basis of Accounting paragraph below.

Adverse Opinion on U.S. Generally Accepted Accounting Principles

In our opinion, because of the significance of the matter discussed in the Basis for Adverse Opinion on U.S. 
Generally Accepted Accounting Principles paragraph, the financial statements referred to above do not 
present fairly, in accordance with accounting principles generally accepted in the United States of America, 
the financial position of the Board as of December 31, 2018 and 2017, and the respective changes in 
financial position thereof for the years then ended.

Opinion on Regulatory Basis of Accounting

In our opinion, the financial statements referred to above present fairly, in all material respects, the cash 
balances, receipts and disbursements by fund type, and related notes of the Mental Health and Recovery 
Board of Erie and Ottawa Counties, Erie County as of December 31, 2018 and 2017, for the years then 
ended in accordance with the financial reporting provisions Ohio Revised Code Section 117.38 and Ohio 
Administrative Code Section 117-2-03(D) permit, described in Note 2.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated February 15, 
2019, on our consideration of the Board’s internal control over financial reporting and our tests of its 
compliance with certain provisions of laws, regulations, contracts and grant agreements and other matters.  
That report describes the scope of our internal control testing over financial reporting and compliance, and 
the results of that testing, and does not opine on internal control over financial reporting or on compliance.  
That report is an integral part of an audit performed in accordance with Government Auditing Standards in 
considering the Board’s internal control over financial reporting and compliance.

BHM CPA Group, Inc.
Piketon, Ohio
February 15, 2019
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Mental Health and Recovery Board of Erie and Ottawa Counties 
Erie County

Combined Statement of Cash Receipts, Cash Disbursements, and Changes in Fund Cash Balances
Governmental Funds

For the Year Ended December 31, 2018

Governmental Fund Types
Totals

 (Memorandum  
General Special Revenue Only)

Cash Receipts
Property Taxes $ 4,175,393 $ - $ 4,175,393
Intergovernmental 2,097,535 851,355 2,948,890
Charges for Services 34,907 - 34,907
Miscellaneous 386,688 - 386,688

Total Cash Receipts 6,694,523 851,355 7,545,878

Cash Disbursements
 Current:
  Health:
    Salaries 321,681 - 321,681
    Fringe Benefits 78,213 - 78,213
    Supplies and Materials 3,476 - 3,476
    Contractual Services 5,268,488 704,280 5,972,768
    Utilities 11,304 - 11,304
Capital Outlay 321,187 - 321,187
Debt Service: 
    Principal Retirement 68,198 - 68,198
    Interest and Fiscal Charges 1,900 - 1,900

Total Cash Disbursements 6,074,447 704,280 6,778,727

Excess of Cash Receipts Over /(Under) Cash Disbursements 620,076 147,075 767,151

Other Financing Receipts/(Disbursements)
Other Financing Sources - 20,000 20,000
Other Financing Uses (20,000) (139,805) (159,805)

Total Other Financing Receipts/(Disbursements) (20,000) (119,805) (139,805)

Net Change in Fund Cash Balances 600,076 27,270 627,346

Fund Cash Balances, January 1 3,600,195 198,255 3,798,450

Fund Cash Balances, December 31
  Restricted - 168,496 168,496
  Assigned 272,059 - 272,059
  Unassigned (Deficit) 3,928,212 57,029 3,985,241

Fund Cash Balances, December 31 $ 4,200,271 $ 225,525 $ 4,425,796

See accompanying notes to the financial statements.



4

Mental Health and Recovery Board of Erie and Ottawa Counties 
Erie County

Statement of Receipts, Disbursements, and Changes in Fund Balances
Fiduciary Fund

For the Year Ended December 31, 2018

Agency
Non-Operating Receipts (Disbursements) 
Other Financing Source $ 26,232
Other Financing Uses (139,890)

Net Change in Fund Cash Balance (113,658)

Net Change in Fund Cash Balances (113,658)

Fund Cash Balances, January 1 113,658

Fund Cash Balances, December 31 $ -

See accompanying notes to the financial statements.
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Note 1 – Reporting Entity 

The constitution and laws of the State of Ohio establish the rights and privileges of the Mental 
Health and Recovery Board of Erie and Ottawa Counties, Erie County, Ohio (the Board) as a body 
corporate and politic.  An eighteen-member Board is the governing Body.  The Board’s Director 
and the legislative authorities of the political subdivisions making up the Board appoint the other 
Board members.  The Board includes members from those legislative authorities as well as citizens 
of the Board.  Those subdivisions are Erie and Ottawa Counties.  The Board provides alcohol, drug 
addiction and mental health services and programs to citizens of the Board.  Private and public 
agencies are the primary service providers through Board contracts.

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

Note 2 – Summary of Significant Accounting Policies 

Basis of Presentation 

The Board’s financial statements consist of a combined statement of receipts, disbursements and 
changes in fund balances (regulatory cash basis) for all governmental fund types organized on a 
fund type basis.

Fund Accounting

The Board uses fund accounting to segregate cash and investments that are restricted as to use.  The 
Board classifies its funds into the following types:

General Fund  The General Fund reports all financial resources except those required to be 
accounted for in another fund.

Special Revenue Funds  These funds account for and report the proceeds of specific revenue 
sources that are restricted or committed to expenditure for specified purposes other than debt 
service or capital projects. The Board had the following significant Special Revenue Funds:  

ODADAS Fund – This fund receives grant monies to help those struggling with alcohol 
and drug addictions through prevention, treatment, and recovery support services. 

ODMH Fund – This fund receives grant monies to provide financial assistance for 
providing comprehensive community mental health services to adults with a serious 
mental illness and to children with a serious emotional disturbance. 

Fiduciary Fund (Agency Fund)  Agency funds are purely custodial in nature and are used to 
hold resources for individuals, organizations, or other governments. The Board disburses these 
funds as directed by the individual, organization or other government. The Board’s Agency 
Fund accounts for the activity of the Ottawa County Family and Children First Council (the 
Council), for which the Board serves as the Council’s administrative agent. 
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Note 2 – Summary of Significant Accounting Policies (Continued)

Basis of Accounting

These financial statements follow the accounting basis permitted by the financial reporting provisions of 
Ohio Revised Code Section 117.38 and Ohio Administrative Code Section 117-2-03 (D).  This basis is 
similar to the cash receipts and disbursements accounting basis.  The Board 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 financial reporting provisions of 
Ohio Revised Code Section 117.38 and Ohio Administrative Code Section 117-2-03 (D) permit.

Budgetary Process

The Ohio Revised Code requires the Board to adopt a budget for each fund annually (except certain 
agency funds).  

Appropriations -- Budgetary expenditures (that is, disbursements and encumbrances) may not exceed 
appropriations at the fund, function or object level of control, and appropriations may not exceed 
estimated resources.  The Board must annually approve appropriation measures and subsequent 
amendments.   

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 approve estimated 
resources.

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

A summary of 2018 budgetary activity appears in Note 3.
  

Property, Plant, and Equipment

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

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.   
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Note 2 – Summary of Significant Accounting Policies (Continued)

Fund Balance

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

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

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.  

Committed  - The Board can commit amounts via formal action (resolution). The Board must 
adhere to these commitments unless the Board amends 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.

Assigned  - Assigned fund balances are intended for specific purposes but do not meet the 
criteria to be classified as restricted or committed. Governmental funds other than the general 
fund report all fund balances as assigned unless they are restricted or committed. In the general 
fund, assigned amounts represent intended uses established by the Board or a Board official 
delegated that authority by resolution, or by State Statute.

Unassigned  - Unassigned fund balance is the residual classification for the general fund and 
includes amounts not included in the other classifications. In other governmental funds, the 
unassigned classification is used only to report a deficit balance. 

The Board 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.

Note 3 – Budgetary Activity 

Budgetary activity for the years ended December 31, 2018 follows:

Budgeted Actual 
Fund Type Receipts Receipts Variance 
General Fund 6,556,962$     6,694,523$   137,561$      
Special Revenue 856,461 871,355 14,894$        
   Total 7,413,423$     7,565,878$   152,455$      

2018 Budgeted vs. Actual Receipts 
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Note 3 – Budgetary Activity (Continued)

Appropriation Budgetary 
Fund Type Authority Expenditures Variance 
General Fund 8,093,528$     6,094,447$   1,999,081$    
Special Revenue 1,021,386 844,085 177,301$      
   Total 9,114,914$     6,938,532$   2,176,382$    

2018 Budgeted vs. Actual Budgetary Basis Expenditures 

Note 4 – Deposits and Investments

As required by the Ohio Revised Code, the Erie County Treasurer is custodian for the Board’s deposits.  
The County’s deposit and investment pool holds the Board’s assets, valued at the Treasurer’s reported 
carrying amount.

Note 5 – Property Tax  

Real property taxes become a lien of January 1 preceding the October 1 date for which the Board 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 fist half is due December 31. The 
second half payment is due the following June 20. 

Public utilities are also taxed on personal and real property located within the Board. 

The County is responsible for assessing property, and for billing, collecting, and distributing all property 
taxes on behalf of the Board. 

Note 6 – Risk Management 

Commercial Insurance 

The Board has obtained commercial insurance for the following risks: 

 Comprehensive property and general liability; and 
 Errors and omissions 
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Note 7 – Defined Benefit Pension Plan   

The Board’s employees belong to the Ohio Public Employees Retirement System (OPERS).  OPERS is a 
cost-sharing, multiple-employer plan.  The Ohio Revised Code prescribes this plan’s benefits, which 
include post-retirement healthcare and survivor and disability benefits.  

The Ohio Revised Code also prescribes contribution rates.  OPERS members contributed 10 percent of 
their gross salaries and the Board contributed an amount equaling 14 percent of participants’ gross 
salaries.  The Board has paid all contributions required through December 31, 2018.   

Note 8 – Postemployment Benefits

OPERS offers a cost-sharing, multiple-employer defined benefit postemployment plan, which includes 
multiple health care plans including medical coverage, prescription drug coverage, and deposits to a 
Health Reimbursement Arrangement, to qualifying benefit recipients.  The portion of employer 
contributions allocated to health care for members in the traditional pension plan and combined plan was 
0 percent during calendar year 2018.  The portion of employer contributions allocated to health care for 
members in the member-directed plan was 4.0 percent during calendar year 2018.  

Note 9 – Contingent Liabilities    

The Board is a party to a legal proceeding in the Court of Erie County Common Pleas. The Board is of
the opinion that ultimate disposition of these proceedings will not have a material effect, if any, on the
financial condition of the Board. 

Amounts grantor agencies pay to the Board are subject to audit and adjustment by the grantor, principally 
the federal government. The grantor may require refunding any disallowed costs. Management cannot 
presently determine amounts grantors may disallow. However, based on prior experience, management 
believes any refunds would be immaterial.  
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Mental Health and Recovery Board of Erie and Ottawa Counties 
Erie County

Combined Statement of Cash Receipts, Cash Disbursements, and Changes in Fund Cash Balances
Governmental Funds

For the Year Ended December 31, 2017

Governmental Fund Types
Totals

 (Memorandum  
General Special Revenue Only)

Cash Receipts
Property Taxes $ 4,293,452 $ - $ 4,293,452
Intergovernmental 2,292,588 914,148 3,206,736
Charges for Services 46,437 - 46,437
Miscellaneous 200,612 - 200,612

Total Cash Receipts 6,833,089 914,148 7,747,237

Cash Disbursements
 Current:
  Health:
    Salaries 276,350 - 276,350
    Fringe Benefits 106,703 - 106,703
    Supplies and Materials 2,530 - 2,530
    Contractual Services 6,630,818 731,787 7,362,605
    Utilities 11,045 - 11,045
Capital Outlay 2,852 - 2,852
Debt Service: 
    Principal Retirement 19,396 - 19,396
    Interest and Fiscal Charges 4,278 - 4,278

Total Cash Disbursements 7,053,972 731,787 7,785,759

Excess of Cash Receipts Over /(Under) Cash Disbursements (220,883) 182,361 (38,522)

Other Financing Receipts/(Disbursements)
Other Financing Uses (148,569) - (148,569)

Total Other Financing Receipts/(Disbursements) (148,569) - (148,569)

Net Change in Fund Cash Balances (369,452) 182,361 (187,091)

Fund Cash Balances, January 1 (Restated - See note 10) 3,969,647 15,894 3,985,541

Fund Cash Balances, December 31
  Restricted - 198,255 198,255
  Assigned 189,817 - 189,817
  Unassigned (Deficit) 3,410,378 - 3,410,378

Fund Cash Balances, December 31 $ 3,600,195 $ 198,255 $ 3,798,450

See accompanying notes to the financial statements.
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Mental Health and Recovery Board of Erie and Ottawa Counties 
Erie County

Statement of Receipts, Disbursements, and Changes in Fund Balances
Fiduciary Fund

For the Year Ended December 31, 2017

Agency
Non-Operating Receipts (Disbursements) 
Other Financing Source $ 103,410
Other Financing Uses (150,835)

Net Change in Fund Cash Balance (47,425)

Net Change in Fund Cash Balances (47,425)

Fund Cash Balances, January 1 161,083

Fund Cash Balances, December 31 $ 113,658

See accompanying notes to the financial statements.
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Note 1 – Reporting Entity 

The constitution and laws of the State of Ohio establish the rights and privileges of the Mental 
Health and Recovery Board of Erie and Ottawa Counties, Erie County, Ohio (the Board) as a body 
corporate and politic.  An eighteen-member Board is the governing Body.  The Board’s Director 
and the legislative authorities of the political subdivisions making up the Board appoint the other 
Board members.  The Board includes members from those legislative authorities as well as citizens 
of the Board.  Those subdivisions are Erie and Ottawa Counties.  The Board provides alcohol, drug 
addiction and mental health services and programs to citizens of the Board.  Private and public 
agencies are the primary service providers through Board contracts.

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

Note 2 – Summary of Significant Accounting Policies 

          Basis of Presentation 

The Board’s financial statements consist of a combined statement of receipts, disbursements and 
changes in fund balances (regulatory cash basis) for all governmental fund types organized on a 
fund type basis.

Fund Accounting

The Board uses fund accounting to segregate cash and investments that are restricted as to use.  The 
Board classifies its funds into the following types:

General Fund  The General Fund reports all financial resources except those required to be 
accounted for in another fund.

Special Revenue Funds  These funds account for and report the proceeds of specific revenue 
sources that are restricted or committed to expenditure for specified purposes other than debt 
service or capital projects. The Board had the following significant Special Revenue Funds:  

ODADAS Fund – This fund receives grant monies to help those struggling with alcohol 
and drug addictions through prevention, treatment, and recovery support services. 

ODMH Fund – This fund receives grant monies to provide financial assistance for 
providing comprehensive community mental health services to adults with a serious 
mental illness and to children with a serious emotional disturbance. 

Fiduciary Fund (Agency Fund)  Agency funds are purely custodial in nature and are used to 
hold resources for individuals, organizations, or other governments. The Board disburses these 
funds as directed by the individual, organization or other government. The Board’s Agency 
Fund accounts for the activity of the Ottawa County Family and Children First Council (the 
Council), for which the Board serves as the Council’s administrative agent. 
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Note 2 – Summary of Significant Accounting Policies (Continued)

Basis of Accounting

These financial statements follow the accounting basis permitted by the financial reporting provisions of 
Ohio Revised Code Section 117.38 and Ohio Administrative Code Section 117-2-03 (D).  This basis is 
similar to the cash receipts and disbursements accounting basis.  The Board 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 financial reporting provisions of 
Ohio Revised Code Section 117.38 and Ohio Administrative Code Section 117-2-03 (D) permit.

Budgetary Process

The Ohio Revised Code requires the Board to adopt a budget for each fund annually (except certain 
agency funds).  

Appropriations -- Budgetary expenditures (that is, disbursements and encumbrances) may not exceed 
appropriations at the fund, function or object level of control, and appropriations may not exceed 
estimated resources.  The Board must annually approve appropriation measures and subsequent 
amendments.   

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 approve estimated 
resources.

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

A summary of 2017 budgetary activity appears in Note 3.
  

Property, Plant, and Equipment

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

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.   
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Note 2 – Summary of Significant Accounting Policies (Continued)

Fund Balance

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

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

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.  

Committed  - The Board can commit amounts via formal action (resolution). The Board must 
adhere to these commitments unless the Board amends 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.

Assigned  - Assigned fund balances are intended for specific purposes but do not meet the 
criteria to be classified as restricted or committed. Governmental funds other than the general 
fund report all fund balances as assigned unless they are restricted or committed. In the general 
fund, assigned amounts represent intended uses established by the Board or a Board official 
delegated that authority by resolution, or by State Statute.

Unassigned  - Unassigned fund balance is the residual classification for the general fund and 
includes amounts not included in the other classifications. In other governmental funds, the 
unassigned classification is used only to report a deficit balance. 

The Board 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.

Note 3 – Budgetary Activity 

Budgetary activity for the years ended December 31, 2017 follows:

Budgeted Actual 
Fund Type Receipts Receipts Variance 
General Fund 6,508,671$     6,833,089$   324,418$      
Special Revenue 749,449 914,148 164,699$      
   Total 7,258,120$     7,747,237$   489,117$      

2017 Budgeted vs. Actual Receipts 
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Note 3 – Budgetary Activity (Continued)

Appropriation Budgetary 
Fund Type Authority Expenditures Variance 
General Fund 7,932,184$     7,202,541$   729,643$      
Special Revenue 983,835 731,787 252,048$      
   Total 8,916,019$     7,934,328$   981,691$      

2017 Budgeted vs. Actual Budgetary Basis Expenditures 

Note 4 – Deposits and Investments

As required by the Ohio Revised Code, the Erie County Treasurer is custodian for the Board’s deposits.  
The County’s deposit and investment pool holds the Board’s assets, valued at the Treasurer’s reported 
carrying amount.

Note 5 – Debt  

Debt outstanding at December 31, 2017 was as follows: 

Principal Interest Rate
Beacon Project Commerical Loan 65,205$           5.5%
Administrative Offices Commerical Loan 2,963 4.3%

68,168$           

A commercial loan was obtained in 2009 to finance the purchase of property used by the Board for the 
Beacon project. The original loan was for $118,000, with an interest rate of 6.29 percent, requiring 35 
payments of $1,021 through July 2012. This loan was refinance in August 2012. The current loan is for 
$102,477 with an interest rate of 5.5 percent, requiring 119 payments of $978, including interest, through 
July of 2022. The final estimated payment, including interest, is due August 3, 2022, in the amount of 
$23,135. 

A commercial loan was originally obtained in 1998 to finance the purchase of the property used by the 
Board for its administrative offices. The original loan was for $135,000. The loan was refinanced in 2003, 
2008 and 2013. The current loan is for $53,543, with an interest rate of 4.3 percent, requiring 60 
payments of $995, including interest, through March 2018. 
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Note 5 – Debt (Continued) 

Amortization of the above debt, including interest, is scheduled as follows:  

Beacon Administrative 
Year ending Project Office 

December 31: Commercial Loan Commercial Loan 
2018 11,734$                2,985$                   
2019 11,734 -
2020 11,734 -
2021 11,734 -
2022 29,980 -
Total 76,916$                2,985$                   

Note 6 – Property Tax  

Real property taxes become a lien of January 1 preceding the October 1 date for which the Board 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 fist half is due December 31. The 
second half payment is due the following June 20. 

Public utilities are also taxed on personal and real property located within the Board. 

The County is responsible for assessing property, and for billing, collecting, and distributing all property 
taxes on behalf of the Board. 

Note 7 – Risk Management 

Commercial Insurance 

The Board has obtained commercial insurance for the following risks: 

 Comprehensive property and general liability; and 
 Errors and omissions 
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Note 8 – Defined Benefit Pension Plan   

The Board’s employees belong to the Ohio Public Employees Retirement System (OPERS).  OPERS is a 
cost-sharing, multiple-employer plan.  The Ohio Revised Code prescribes this plan’s benefits, which 
include post-retirement healthcare and survivor and disability benefits.  

The Ohio Revised Code also prescribes contribution rates.  OPERS members contributed 10 percent of 
their gross salaries and the Board contributed an amount equaling 14 percent of participants’ gross 
salaries.  The Board has paid all contributions required through December 31, 2017.   

Note 9 – Postemployment Benefits

OPERS offers a cost-sharing, multiple-employer defined benefit postemployment plan, which includes 
multiple health care plans including medical coverage, prescription drug coverage, and deposits to a 
Health Reimbursement Arrangement, to qualifying benefit recipients.  The portion of employer 
contributions allocated to health care for members in the traditional pension plan and combined plan was 
2 percent during calendar year 2017.  The portion of employer contributions allocated to health care for 
members in the member-directed plan was 2 percent during calendar year 2017.  

Note 10 – Contingent Liabilities    

The Board is a party to a legal proceeding in the Court of Erie County Common Pleas. The Board is of
the opinion that ultimate disposition of these proceedings will not have a material effect, if any, on the
financial condition of the Board. 

Amounts grantor agencies pay to the Board are subject to audit and adjustment by the grantor, principally 
the federal government. The grantor may require refunding any disallowed costs. Management cannot 
presently determine amounts grantors may disallow. However, based on prior experience, management 
believes any refunds would be immaterial.  

Note 11 – Prior Period Adjustment

General Fund Balance, January 1, 2017- As previously stated $ 3,980,980
  Error in Grant Balance Calculation      (11,333)
General Fund Balance, January 1, 2017- Restated $ 3,969,647

Special Revenue Fund Balance, January 1, 2017- As previously stated $          4,561
  Error in Grant Balance Calculation           11,333
Special Revenue Balance, January 1, 2017- Restated $        15,894
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INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS

REQUIRED BY GOVERNMENT AUDITING STANDARDS

Mental Health and Recovery Board of Erie and Ottawa Counties
Erie County
416 Columbus Avenue 
Sandusky, Ohio 44870 

To the Members of the Board:

We have audited, in accordance with auditing standards generally accepted in the United States and the 
Comptroller General of the United States’ Government Auditing Standards, the financial statements of the 
cash balances, receipts, and disbursements by fund type of the Mental Health and Recovery Board of Erie 
and Ottawa Counties, Erie County, (the Board) as of and for the years ended December 31, 2018 and 2017, 
and the related notes to the financial statements and have issued our report thereon dated February 15, 
2019 wherein we noted the Board followed financial reporting provisions Ohio Revised Code Section 117.38 
and Ohio Administrative Code Section 117-2-03(D) permit.    

Internal Control Over Financial Reporting

As part of our financial statement audit, we considered the Board’s internal control over financial reporting 
(internal control) to determine the audit procedures appropriate in the circumstances to the extent 
necessary to support our opinion on the financial statements, but not to the extent necessary to opine on 
the effectiveness of the Board’s internal control.  Accordingly, we have not opined on it.  

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 a reasonable possibility that internal control will not prevent or detect and timely correct a material 
misstatement of the Board’s financial statements.  A significant deficiency is a deficiency, or a combination 
of deficiencies, in internal control that is less severe than a material weakness, yet important enough to 
merit attention by those charged with governance.  

Our consideration of internal control was for the limited purpose described in the first paragraph of this 
section and was not designed to identify all internal control deficiencies that might be material weaknesses 
or significant deficiencies. Given these limitations, we did not identify any deficiencies in internal control 
that we consider material weaknesses.  However, unidentified material weaknesses may exist. 
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Compliance and Other Matters

As part of reasonably assuring whether the Board’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, opining 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.  

Purpose of this Report

This report only describes the scope of our internal control and compliance testing and our testing results, 
and does not opine on the effectiveness of the Board’s internal control or on compliance.  This report is an 
integral part of an audit performed under Government Auditing Standards in considering the Board’s internal 
control and compliance.  Accordingly, this report is not suitable for any other purpose.

BHM CPA Group, Inc.
Piketon, Ohio
February 15, 2019
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