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Voinovich Government Center

STATE OF OHIO 242 Federal Plaza West

OFFICE OF THE AUDITOR Suite 302
Y oungstown, Ohio 44503
Jim PETRO, AUDITOR OF STATE Telephone 390-797-9800
800-443-9271
Facsimile 330-797-9949

www.auditor.state.oh.us
REPORT OF INDEPENDENT ACCOUNTANTS

City of Niles
Trumbull County

34 West State Street
Niles, OH 44406

To City Council:

We have audited the accompanying general-purpose financial statements of the City of Niles, Trumbull
County, (the City) as of and for the year ended December 31, 2000, as listed in the table of contents. These
general-purpose financial statements are the responsibility of the City’'s management. Our responsibility is
to express an opinion on these general-purpose 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 opinion.

In our opinion, the general-purpose financial statements referred to above present fairly, in all material
respects, the financial position of the City of Niles, Trumbull County, as of December 31, 2000, and the
results of its operations and the cash flows of its proprietary fund types and nonexpendable trust funds 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 September 6,
2001 on our consideration of the City’s internal control over financial reporting and our tests of its compliance
with certain provisions of laws, regulations, contracts and grants. That report is an integral part of an audit
performed in accordance with Government Auditing Standards and should be read in conjunction with this
report in considering the results of our audit.

We performed our audit to form an opinion on the general-purpose financial statements of the City, taken
as a whole. The accompanying schedule of federal awards expenditures is presented for additional
analysis as required by 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 general-purpose financial
statements. We subjected this information to the auditing procedures applied in the audit of the general-
purpose financial statements and, in our opinion, is fairly stated, in all material respects, in relation to the
general-purpose financial statements taken as a whole.

Jim Petro
Auditor of State

September 6, 2001
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City of Niles, Ohio
Combined Balance Sheet
All Fund Types and Account Groups
December 31, 2000

Governmental Fund Types

Special Debt Capital
Generd Revenue Service Projects

Assets and Other Debits
Assets
Equity in Pooled Cash

and Cash Equivalents $11,762,987 $2,074,410 $217,930 $204,415
Cash and Cash Equivalentsin

Segregated Accounts 0 0 0 0
Cash and Cash Equivaents with

Fisca Agents 0 0 38,738 0
Receivables:

Taxes 1,260,726 338,840 0 0

Accounts 21,622 10,586 0 0

Due from Other Funds 0 9,521 0 0

Special Assessments 0 0 29,494 0

Intergovernmental 254,073 34,366 0 0
Investment in Joint Venture 0 0 0 0
Restricted Assets:

Equity in Pooled Cash and Cash Equivalents 0 0 0 0
Fixed Assets (Net, where applicable,

of Accumulated Depreciation) 0 0 0 0
Other Debits
Amount Available in Debt Service

Fund for Retirement of General

Obligation Bonds 0 0 0 0
Amount Available in Debt Service

Fund for Retirement of Special

Assessment Bonds 0 0 0 0
Amount to be Provided from

General Government Resources 0 0 0 0
Total Assets and Other Debits $13,299,408 $2,467,723 $286,162 $204,415




Proprietary Fiduciary
Fund Types Fund Types Account Groups
Generd General Totals
Interna Trust and Fixed Long-Term (Memorandum
Enterprise Service Agency Assets Obligations Only)
$15,627,283 $818,710 $56,667 $0 $0 $30,762,402
0 0 35,547 0 0 35,547
50,078 0 0 0 0 88,816
0 0 0 0 0 1,599,566
237,080 0 0 0 0 269,288
0 0 0 0 0 9,521
0 0 0 0 0 29,494
0 0 0 0 0 288,439
464,148 0 0 0 0 464,148
552,991 0 0 0 0 552,991
8,094,851 0 0 6,837,107 0 14,931,958
0 0 0 0 535 535
0 0 0 0 16,463 16,463
0 0 0 0 1,371,521 1,371,521
$25,026,431 $818,710 $92,214 $6,837,107 $1,388,519 $50,420,689
(continued)



Liabilities,

Fund Equity and Other Credits

Liabilities

Accounts Payable

Contracts Payable

Accrued Wages and Benefits

Compensated Absences Payable

Due to Other Funds

Intergovernmental Payable

Deferred Revenue

Deposits Held and Due to Others

Matured Bonds Payable

Matured Interest Payable

Accrued Interest Payable

Notes Payable

Claims Payable

Payable from Restricted Assets:
Customer Deposits

OWDA Loans Payable

Police and Fire Pension Liability

OPWC Loans Payable

Genera Obligation Bonds Payable

Specia Assessment Debt with
Governmental Commitment

Total Liabilities

Fund Equity and Other Credits
Investment in General Fixed Assets
Contributed Capital
Retained Earnings:
Unreserved
Fund Balances:
Reserved for Encumbrances
Reserved for Debt Service:
Principal
Interest
Reserved for Endowments
Unreserved, Undesignated

Total Fund Equity and
Other Credits

Total Liabilities, Fund Equity
and Other Credits

City of Niles, Ohio
Combined Balance Sheet

All Fund Types and Account Groups (continued)

December 31, 2000

Governmental Fund Types

Special Debt Capital

Generd Revenue Service Projects
$10,667 $325,317 $0 $285
0 0 0 18,168
20,251 17,748 0 0
3,902 3,181 0 0
0 0 0 9,521
86,153 213,212 0 0
624,098 338,840 29,494 0
0 0 0 0
0 0 30,000 0
0 0 8,738 0
0 0 0 0
0 0 0 0
0 0 0 0
0 0 0 0
0 0 0 0
0 0 0 0
0 0 0 0
0 0 0 0
0 0 0 0
745,071 898,298 68,232 27,974
0 0 0 0
0 0 0 0
0 0 0 0
21,627 32,942 2,690 159,652
0 0 16,998 0
0 0 3,380 0
0 0 0 0
12,532,710 1,536,483 194,862 16,789
12,554,337 1,569,425 217,930 176,441
$13,299,408 $2,467,723 $286,162 $204,415

See accompanying notes to the general purpose financial statements
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Proprietary Fiduciary
Fund Types Fund Types Account Groups

Generd General Totals
Interna Trust and Fixed Long-Term (Memorandum

Enterprise Service Agency Assets Obligations Only)
$222,965 $0 $0 $0 $0 $559,234
242,124 0 0 0 0 260,292
83,909 0 0 0 0 121,908
302,276 0 0 0 731,255 1,040,614
0 0 0 0 0 9,521
187,785 0 0 0 171,539 658,689
0 0 0 0 0 992,432
0 0 35,547 0 0 35,547
0 0 0 0 0 30,000
0 0 0 0 0 8,738
43,191 0 0 0 0 43,191
2,000,000 0 0 0 0 2,000,000
0 262,779 0 0 0 262,779
552,991 0 0 0 0 552,991
5,232,686 0 0 0 0 5,232,686
0 0 0 0 468,727 468,727
487,644 0 0 0 0 487,644
0 0 0 0 535 535
0 0 0 0 16,463 16,463
9,355,571 262,779 35,547 0 1,388,519 12,781,991
0 0 0 6,837,107 0 6,837,107
170,000 0 0 0 0 170,000
15,500,860 555,931 0 0 0 16,056,791
0 0 0 0 0 216,911
0 0 0 0 0 16,998
0 0 0 0 0 3,380
0 0 21,556 0 0 21,556
0 0 35,111 0 0 14,315,955
15,670,860 555,931 56,667 6,837,107 0 37,638,698
$25,026,431 $818,710 $92,214 $6,837,107 $1,388,519 $50,420,689




City of Niles, Ohio

Combined Statement of Revenues, Expenditures

and Changesin Fund Balances
All Governmental Fund Types

For the Year Ended December 31, 2000

Governmenta
Special
Generd Revenue
Revenues
Property and Other Taxes $623,216 $315,536
Municipal Income Tax 5,846,196 0
Chargesfor Services 106,670 121,652
Fees, Licenses, and Permits 283,503 46,712
Fines and Forfeitures 261,203 103,110
Intergovernmental 958,950 990,501
Specia Assessments 0 0
Interest 1,686,156 77,402
Rentals and Royalties 20,194 0
Other 571,812 156,118
Total Revenues 10,357,900 1,811,031
Expenditures
Current:
General Government 1,407,093 139,341
Security of Persons and Property 220,252 5,303,508
Public Health and Welfare 227,690 46,029
Transportation 238,618 771,468
Community Environment 198,533 325,261
Leisure Time Activities 7,257 404,191
Capital Outlay 0 0
Debt Service:
Principal Retirement 0 5,924
Interest and Fiscal Charges 0 20,111
Total Expenditures 2,299,443 7,015,833
Excess of Revenues Over
(Under) Expenditures 8,058,457 (5,204,802
Other Financing Sour ces (Uses)
Operating Transfersn 0 4,700,000
Operating Transfers Out (5,200,000) 0
Total Other Financing Sources (Uses) (5,200,000) 4,700,000
Excess of Revenues and Other Financing
Sources Over (Under) Expenditures
and Other Financing Uses 2,858,457 (504,802)
Fund Balances Beginning of Year 9,695,880 2,074,227
Fund Balances End of Year $12,554,337 $1,569,425

See accompanying notes to the general purpose financial statements



Fund Types

Totals
Debt Capital (Memorandum
Service Projects Only)

$0 $0 $938,752

0 0 5,846,196

0 0 228,322

0 0 330,215

0 0 364,313

0 0 1,949,451
11,601 0 11,601
0 0 1,763,558

0 0 20,194

0 60,134 788,064
11,601 60,134 12,240,666
0 0 1,546,434

0 0 5,523,760

0 0 273,719

0 0 1,010,086

0 0 523,794

0 0 411,448

0 665,400 665,400

9,001 0 14,925
4,938 0 25,049
13,939 665,400 9,994,615
(2,338) (605,266) 2,246,051
0 500,000 5,200,000
0 0 (5,200,000)

0 500,000 0
(2,338) (105,266) 2,246,051
220,268 281,707 12,272,082
$217,930 $176,441 $14,518,133




City of Niles, Ohio
Combined Statement of Revenues, Expenditures and
Changesin Fund Balances - Budget (Non-GAAP Basis) and Actual
All Governmental Fund Types

For The Year Ended December 31, 2000

General Fund
Variance
Revised Favorable
Budget Actual (Unfavorable)

Revenues
Property and Other Taxes $620,881 $623,216 $2,335
Municipal Income Tax 4,800,000 5,820,827 1,020,827
Charges for Services 110,000 107,000 (3,000)
Fees, Licenses, and Permits 206,000 283,503 77,503
Fines and Forfeitures 200,000 261,203 61,203
Intergovernmental 683,472 906,316 222,844
Special Assessments 0 0 0
Interest 600,000 1,686,156 1,086,156
Rentals and Royalties 12,000 20,194 8,194
Other 511,528 571,812 60,284
Total Revenues 7,743,881 10,280,227 2,536,346
Expenditures
Current:

General Government 1,563,117 1,368,883 194,234
Security of Persons and Property 289,883 230,906 58,977
Public Health and Welfare 244,164 217,674 26,490
Transportation 286,316 263,125 23,191
Community Environment 212,660 195,215 17,445
Leisure Time Activities 12,025 7,257 4,768
Capital Outlay 0 0 0
Debt Service:
Principal Retirement 0 0 0
Interest and Fiscal Charges 0 0 0
Total Expenditures 2,608,165 2,283,060 325,105
Excess of Revenues Over

(Under) Expenditures 5,135,716 7,997,167 2,861,451
Other Financing Sour ces (Uses)
Operating TransfersIn 0 0 0
Operating Transfers Out (5,200,000) (5,200,000) 0
Total Other Financing Sources (Uses) (5,200,000) (5,200,000) 0
Excess of Revenues and Other

Financing Sources Over (Under)

Expenditures and Other Financing Uses (64,284) 2,797,167 2,861,451
Fund Balances Beginning of Year 8,851,149 8,851,149 0
Prior Y ear Encumbrances Appropriated 86,448 86,448 0
Fund Balances End of Year $8,873,313 $11,734,764 $2,861,451
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Specia Revenue Funds Debt Service Funds

Variance Variance
Revised Favorable Revised Favorable

Budget Actual (Unfavorable) Budget Actua (Unfavorable)

$573,125 $315,536 ($257,589) $0 $0 $0

0 0 0 0 0 0

145,000 121,080 (23,920) 0 0 0

28,279 47,125 18,846 0 0 0

96,000 112,991 16,991 0 0 0

1,088,493 1,004,575 (83,918) 0 0 0
0 0 0 14,000 11,601 (2,399)

45,406 77,402 31,996 0 0 0

0 0 0 0 0 0

99,655 156,118 56,463 0 0 0
2,075,958 1,834,827 (241,131) 14,000 11,601 (2,399)

165,953 136,984 28,969 0 0 0

5,788,858 5,227,312 561,546 0 0 0

58,373 45,486 12,887 0 0 0

676,915 770,997 (94,082) 0 0 0

206,931 334,782 (127,851) 0 0 0

438,926 401,683 37,243 0 0 0

0 0 0 0 0 0

0 0 0 9,500 9,001 499

0 0 0 5,500 7,628 (2,128)
7,335,956 6,917,244 418,712 15,000 16,629 (1,629)
(5,259,998) (5,082,417) 177,581 (1,000) (5,028) (4,028)
5,455,000 4,700,000 (755,000) 0 0 0
0 0 0 0 0 0
5,455,000 4,700,000 (755,000) 0 0 0
195,002 (382,417) (577,419) (1,000) (5,028) (4,028)
1,941,971 1,941,971 0 220,268 220,268 0
160,635 160,635 0 0 0 0
$2,297,608 $1,720,189 ($577,419) $219,268 $215,240 ($4,028)
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City of Niles, Ohio
Combined Statement of Revenues, Expenditures and
Changesin Fund Balances - Budget (Non-GAAP Basis) and Actual
All Governmental Fund Types (continued)
For The Year Ended December 31, 2000

Capital Projects Funds

Variance
Revised Favorable
Budget Actud (Unfavorable)

Revenues
Property and Other Taxes $0 $0 $0
Municipal Income Tax 0 0 0
Charges for Services 0 0 0
Fees, Licenses, and Permits 0 0 0
Fines and Forfeitures 0 0 0
Intergovernmental 0 0 0
Special Assessments 0 0 0
Interest 0 0 0
Rentals and Royalties 0 0 0
Other 100,000 69,655 (30,345)
Total Revenues 100,000 69,655 (30,345)
Expenditures
Current:

Genera Government 0 0 0

Security of Persons and Property 0 0 0

Public Health and Welfare 0 0 0

Transportation 0 0 0

Community Environment 0 0 0

Leisure Time Activities 0 0 0
Capital Outlay 843,385 852,240 (8,855)
Debt Service:

Principal Retirement 0 0 0

Interest and Fiscal Charges 0 0 0
Total Expenditures 843,385 852,240 (8,855)
Excess of Revenues Over

(Under) Expenditures (743,385) (782,585) (39,200)
Other Financing Sour ces (Uses)
Operating TransfersIn 500,000 500,000 0
Operating Transfers Out 0 0 0
Total Other Financing Sources (Uses) 500,000 500,000 0
Excess of Revenues and Other

Financing Sources Over (Under)

Expenditures and Other Financing Uses (243,385) (282,585) (39,200)
Fund Balances Beginning of Year 130,144 130,144 0
Prior Y ear Encumbrances Appropriated 192,791 192,791 0
Fund Balances End of Year $79,550 $40,350 ($39,200)

See accompanying notes to the general purpose financial statements
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Totals (Memorandum Only)

Variance
Revised Favorable
Budget Actud (Unfavorable)
$1,194,006 $938,752 ($255,254)
4,800,000 5,820,827 1,020,827
255,000 228,080 (26,920)
234,279 330,628 96,349
296,000 374,194 78,194
1,771,965 1,910,891 138,926
14,000 11,601 (2,399)
645,406 1,763,558 1,118,152
12,000 20,194 8,194
711,183 797,585 86,402
9,933,839 12,196,310 2,262,471
1,729,070 1,505,867 223,203
6,078,741 5,458,218 620,523
302,537 263,160 39,377
963,231 1,034,122 (70,891)
419,591 529,997 (110,406)
450,951 408,940 42,011
843,385 852,240 (8,855)
9,500 9,001 499
5,500 7,628 (2,128)
10,802,506 10,069,173 733,333
(868,667) 2,127,137 2,995,804
5,955,000 5,200,000 (755,000)
(5,200,000) (5,200,000) 0
755,000 0 (755,000)
(113,667) 2,127,137 2,240,804
11,143,532 11,143,532 0
439,874 439,874 0
$11,469,739 $13,710,543 $2,240,804
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Operating Revenues
Charges for Services
Interest

Total Operating Revenues
Operating Expenses

Personal Services

Contractual Services

Claims

Materials and Supplies
Depreciation

Total Operating Expenses
Operating Income (Loss)
Non-Oper ating Expenses
Interest and Fiscal Charges
Other Non-Operating Expenses
Total Non-Operating Expenses

Net Income (Loss)

City of Niles, Ohio
Combined Statement of Revenues, Expenses
and Changesin Fund Equity
All Proprietary Fund Types and Smilar Trust Fund
For the Year Ended December 31, 2000

Retained Earnings/Fund Balance Beginning of Year

(Restated See Note 3)

Retained Earnings/Fund Balance End of Year

Contributed Capital Beginning/End of Y ear

Total Fund Equity End of Year

Proprietary Fiduciary
Fund Types Fund Type

Totals
Internal Nonexpendable (Memorandum

Enterprise Service Trust Only)
$25,201,972 $1,580,254 $0 $26,782,226
0 0 2,412 2,412
25,201,972 1,580,254 2,412 26,784,638
3,002,384 0 0 3,002,384
20,529,722 322,312 323 20,852,357
0 1,272,249 0 1,272,249
586,383 0 0 586,383
514,019 0 0 514,019
24,632,508 1,594,561 323 26,227,392
569,464 (14,307) 2,089 557,246
(512,876) 0 0 (512,876)
(19,126) 0 0 (19,126)
(532,002) 0 0 (532,002)
37,462 (14,307) 2,089 25,244
15,633,398 570,238 54,578 16,258,214
15,670,860 555,931 56,667 16,283,458
170,000 0 0 170,000
$15,840,860 $555,931 $56,667 $16,453,458

See accompanying notes to the general purpose financial statements
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City of Niles, Ohio

Combined Statement of Revenues, Expenses and

Changesin Fund Equity - Budget (Non-GAAP Basis) and Actual

All Proprietary Fund Types and Smilar Trust Fund
For The Year Ended December 31, 2000

Revenues

Charges for Services
Interest

Proceeds of Notes

Total Revenues

Expenses
Current:
Personal Services
Contractual Services
Claims
Materials and Supplies
Capital Outlay
Other Non-Operating Expenses
Debt Service:
Principal Retirement
Interest and Fiscal Charges

Total Expenses

Excess of Revenues Over
(Under) Expenses

Fund Equity Beginning of Year

Prior Year Encumbrances Appropriated

Fund Equity End of Year

Enterprise Funds

Variance

Revised Favorable
Budget Actua (Unfavorable)
$24,600,000 $25,168,586 $568,586
0 0 0
0 0 0
24,600,000 25,168,586 568,586
4,219,693 3,905,144 314,549
22,762,422 21,883,118 879,304
0 0 0
691,945 609,714 82,231
1,148,373 702,790 445,583
28,721 19,329 9,392
362,975 362,975 0
506,804 506,804 0
29,720,933 27,989,874 1,731,059
(5,120,933) (2,821,288) 2,299,645
14,547,663 14,547,663 0
3,146,225 3,146,225 0
$12,572,955 $14,872,600 $2,299,645

-15-

(continued)



City of Niles, Ohio
Combined Statement of Revenues, Expenses and
Changesin Fund Equity - Budget (Non-GAAP Basis) and Actual
All Proprietary Fund Types and Smilar Trust Fund (continued)
For The Year Ended December 31, 2000

Internal Service Fund

Variance
Revised Favorable
Budget Actua (Unfavorable)
Revenues
Charges for Services $1,700,000 $1,580,254 ($119,746)
Interest 0 0 0
Proceeds of Notes 0 0 0
Total Revenues 1,700,000 1,580,254 (119,746)
Expenses
Current:
Personal Services 0 0 0
Contractual Services 822,312 822,312 0
Claims 1,245,088 1,038,985 206,103
Materials and Supplies 0 0 0
Capital Outlay 0 0 0
Other Non-Operating Expenses 0 0 0
Debt Service:
Principal Retirement 0 0 0
Interest and Fiscal Charges 0 0 0
Total Expenses 2,067,400 1,861,297 206,103
Excess of Revenues Over
(Under) Expenses (367,400) (281,043) 86,357
Fund Equity Beginning of Year 269,753 269,753 0
Prior Year Encumbrances Appropriated 330,000 330,000 0
Fund Equity End of Year $232,353 $318,710 $86,357

See accompanying notes to the general purpose financial statements
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Nonexpandable Trust Fund Totals (Memorandum Only)

Variance Variance

Revised Favorable Revised Favorable
Budget Actua (Unfavorable) Budget Actua (Unfavorable)
$0 $0 $0 $26,300,000 $26,748,840 $448,840
1,000 2,412 1,412 1,000 2,412 1,412
0 0 0 0 0 0
1,000 2,412 1,412 26,301,000 26,751,252 450,252
0 0 0 4,219,693 3,905,144 314,549
10,000 323 9,677 23,594,734 22,705,753 888,981
0 0 0 1,245,088 1,038,985 206,103
0 0 0 691,945 609,714 82,231
0 0 0 1,148,373 702,790 445,583
0 0 0 28,721 19,329 9,392
0 0 0 362,975 362,975 0
0 0 0 506,804 506,804 0
10,000 323 9,677 31,798,333 29,851,494 1,946,839
(9,000) 2,089 11,089 (5,497,333) (3,100,242) 2,397,091
54,578 54,578 0 14,871,994 14,871,994 0
0 0 0 3,476,225 3,476,225 0
$45,578 $56,667 $11,089 $12,850,886 $15,247,977 $2,397,091
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City of Niles, Ohio

Combined Satement of Cash Flows
All Proprietary Fund Types and Smilar Trust Fund
For the Year Ended December 31, 2000

Increase (Decrease) In Cash and Cash Equivalents

Cash Flows from Operating Activities

Cash Received from Quasi-Externa Transactions
with Other Funds

Cash Payments Received from Customers

Cash Payments to Suppliers for

Good and Services

Cash Payments for Claims

Cash Payments for Employee Services and Benefits

Cash Payments for Contractual Services

Cash Payments for Other Non-Operating Expenses

Net Cash Provided By (Used for) Operating Activities
Cash Flows from Capital and Related Financing Activities
Principal Payments - OPWC Loans
Principal Payments- OWDA Loans
Interest Payments - OWDA
Fixed Assets Additions

Net Cash Used for Capital and Related
Financing Activities

Cash Flows from I nvesting Activities
Interest on Investments

Net Increase (Decrease) in Cash and Cash Equivalents
Cash and Cash Equivalents Beginning of Year

Cash and Cash Equivalents End of Year

Proprietary Fiduciary
Fund Types Fund Type
Totals
Internal Nonexpendable (Memorandum
Enterprise Service Trust Only)
$0 $1,580,254 $0 $1,580,254
25,168,586 0 0 25,168,586
(586,383) 0 0 (586,383)
0 (1,038,985) 0 (1,038,985)
(3,869,860) 0 0 (3,869,860)
(20,634,262) (322,312) (323) (20,956,897)
(19,126) 0 0 (19,126)
58,955 218,957 (323 277,589
(37,511) 0 0 (37,511)
(325,464) 0 0 (325,464)
(506,804) 0 0 (506,804)
(702,790) 0 0 (702,790)
(1,572,569) 0 0 (1,572,569)
0 0 2,412 2,412
(1,513,614) 218,957 2,089 (1,292,568)
17,743,966 599,753 54,578 18,398,297
$16,230,352 $818,710 $56,667 $17,105,729
(continued)
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City of Niles, Ohio
Combined Satement of Cash Flows

Proprietary Fund Types and Smilar Trust Fund (continued)

For the Year Ended December 31, 2000

Proprietary Fiduciary
Fund Types Fund Type
Totals
Internal Nonexpendable (Memorandum
Enterprise Service Trust Only)
Reconciliation of Operating Income (L oss) to
Net Cash Provided By (Used For) Operating Activities
Operating Income (Loss) $464,924 (%$14,307) $2,089 $452,706
Adjustments:
Depreciation 514,019 0 0 514,019
Interest 0 0 (2,412) (2,412)
Non-Operating Expense (19,126) 0 0 (19,126)
Change in Assets and Liabilities:
Increase in Accounts Receivable: (33,386) 0 0 (33,386)
Increase/(Decrease) in Liabilities:
Accounts Payable (102,786) 0 0 (102,786)
Contracts Payable (834,333) 0 0 (834,333)
Accrued Wages and Benefits 4,071 0 0 4,071
Compensated Absences Payable (24,966) 0 0 (24,966)
Intergovernmental Payable 90,538 0 0 90,538
Claims Payable 0 233,264 0 233,264
Net Cash Provided by (Used for) Operating Activities $58,955 $218,957 ($323) $277,589
Reconciliation of Cash and
Cash Equivalents to the
Balance Sheet:
Trust and Agency $92,214
Less: Agency Funds 35,547
Nonexpendable Trust Fund $56,667

See accompanying notes to the general purpose financial statements
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City of Niles, Ohio
Notes to the General Purpose Financial Statements
For the Year Ended December 31, 2000

Note 1 - Description of the City and Reporting Entity

The City of Niles (the"City") wasincorporated under the laws of the State of Ohioin 1865. The City operates
under a Council-Mayor form of government. The Mayor is elected for a four-year term. The eight council
members serve two year terms.

A reporting entity is comprised of the primary government, component units and other organizations that are
included to ensurethat thefinancial statementsare not misleading. The primary government of the City consists
of all funds, departments, boards and agenciesthat are not legally separate from the City. For the City of Niles,
thisincludes police protection, fire fighting and protection, street maintenance and repairs, building inspection
andwastewater. Theoperation of each of theseactivitiesisdirectly controlled by Council through the budgetary
process.

Component units are legally separate organizations for which the City is financially accountable. The City is
financially accountablefor an organi zationif the City appointsavoting majority of the organizations governing
board and (1) the City is able to significantly influence the programs or services performed or provided by the
organization; or (2) the City islegally entitled to or can otherwise access the organizations resources; the City
islegally obligated or has otherwise assumed the responsibility to finance the deficits of, or provide financial
support to, the organization. Component units may also include organizationsthat arefiscally dependent onthe
City in that the City approves the budget, the issuance of debt, or the levying of taxes. The City has no
component units.

The City is associated with two jointly governed organizations and one joint venture. They are the Eastgate
Deve opment and Transportation Agency, the Emergency Management Agency, and the Ohio Municipal Electric
Generation Agency Joint Venture (JV5), respectively. These are discussed in notes 17 and 18 to the combined
financial statements.

The Niles Municipal Court has been included in the Citysfinancia statements as an agency fund. The clerk
of courtsisaCity employee who has afiduciary responsibility for the collection fund distribution of the court
fees and fines.

Note 2 - Summary of Significant Accounting Policies

The financial statements of the City have been prepared in conformity with generally accepted accounting
principles (GAAP) asapplied to governmental units. The Governmental Accounting Standards Board (GASB)
is the accepted standard-setting body for establishing governmental accounting and financial reporting
principles. The City also applies Financial Accounting Standards Board (FASB) Statementsand Interpretations
issued on or before November 30, 1989, to its proprietary activities provided they do not conflict with or
contradict GASB pronouncements. The more significant of the Citys accounting policiesare described bel ow.

A. Basis Of Presentation - Fund Accounting

The City uses funds and account groupsto report on itsfinancial position and the results of itsoperations. Fund
accounting is designed to demonstrate legal compliance and to aid financial management by segregating
transactions related to certain City functions or activities.

A fundisdefined asafiscal and accounting entity with a self-balancing set of accountsrecording cash and other
financial resources, together with all related liabilities and residual equities or balances, and changes therein,
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City of Niles, Ohio
Notes to the General Purpose Financial Statements
For the Year Ended December 31, 2000

which are segregated for the purpose of carrying on specific activities or attaining certain objectives in
accordancewith special regulations, restrictionsor limitations. Anaccount groupisafinancia reporting device
designed to provide accountability for certain assets and liabilities that are not recorded in the funds because
they do not directly affect net expendable available financial resources.

For financial statement presentation purposes, the various funds of the City are grouped into the following
generic fund types under the broad fund categories governmental, proprietary and fiduciary.

Governmental Fund Types Governmental funds are those through which most governmental functions of the
City arefinanced. Theacquisition, use and balances of the Citys expendabl efinancial resourcesand therelated
current liabilities (except those accounted for in proprietary funds) are accounted for through governmental
funds. The following are the Citys governmental fund types:

General Fund This fund is the operating fund of the City and is used to account for all financial
resources except those required to be accounted for in another fund. The general fund balance is
availabletothe City for any purpose providedit isexpended or transferred according to the general laws
of Ohio.

Special Revenue Funds These funds are established to account for the proceeds of specific revenue
sources (other than amounts rel ating to major capital projects) that are legally restricted to expenditure
for specified purposes.

Debt Service Funds These funds are used to account for the accumulation of resources for, and the
payment of, general and special assessment long-term debt principal, interest and related costs.

Capital Projects Funds These funds are used to account for financial resources to be used for the
acquisition or construction of major capital facilities (other than those financed by proprietary funds).

Proprietary Fund Types Proprietary fundsare used to account for the Citysongoing activitieswhich aresimilar
to those found in the private sector. The following are the Citys proprietary fund types:

Enterprise Funds These funds are used to account for operations that are financed and operated in a
manner similar to private business enterprises where the intent is that costs (expenses, including
depreciation) of providing servicesto the general public on acontinuing basis be financed or recovered
primarily through user charges or where it has been decided that periodic determination of revenues
earned, expenses incurred, and/or net income is appropriate for capital maintenance, public policy,
management control, accountability or other purposes.

Internal Service Fund This fund is used to account for the financing of services provided by one
department or agency to other departments or agencies of the City on a cost-reimbursement basis.

Fiduciary Fund Types Fiduciary funds are used to account for assets held by the City in atrustee capacity or
as an agent for individuals, private organizations, other governmental units and/or other funds. There aretwo
types of fiduciary funds, trust and agency. The following are the City’s fiduciary fund types:

Nonexpendable Trust Fund Thisfund isaccounted for in essentially the same manner as proprietary
funds.
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City of Niles, Ohio
Notes to the General Purpose Financial Statements
For the Year Ended December 31, 2000

Agency Funds These funds are purely custodial (assets equal liabilities) and thus do not involve
measurement of results of operations.

Account Groups To make aclear distinction between fixed assetsrel ated to specific funds and those of general
government, and between long-term liabilities related to specific funds and those of a general nature, the
following account groups are used:

General Fixed Assets Account Group This account group accountsfor all general fixed assets of the
City.

General Long-Term Obligations Account Group This account group accounts for all unmatured
long-term indebtedness of the City that is not a specific liability of the proprietary fund, including
special assessment debt for which the City is obligated in some manner.

B. Measurement Focus and Basis of Accounting

The accounting and reporting treatment applied to a fund is determined by its measurement focus. All
governmental fund typesare accounted for using aflow of current financial resources measurement focus. With
this measurement focus, only current assets and current liabilities are generally included on the balance sheet.
Operating statements of these funds present increases(i.e., revenues and other financing sources) and decreases
(i.e., expenditures and other financing uses) in net current assets.

All proprietary funds and the nonexpendable trust fund are accounted for on a flow of economic resources
measurement focus. With this measurement focus, all assetsand all liabilities associated with the operation of
these funds are included on the balance sheet. Fund equity (i.e., net total assets) issegregated into contributed
capital and retained earnings components. Proprietary fund type operating statements present increases (e.g.,
revenues) and decreases (e.g., expenses) in net total assets.

Basis of accounting refers to when revenues and expenditures or expenses are recognized in the accounts and
reported in the financial statements. Basis of accounting relates to the timing of the measurements made.

All governmental fund typesand agency fundsare accounted for using the modified accrual basis of accounting.
Under this basis, revenues are recognized in the accounting period when they become both measurable and
available. Measurable means the amount of the transaction can be determined and available means collectible
within the current year or soon enough thereafter to be used to pay liabilities of the current year. Theavailable
period for the City is thirty-one days after year end.

In applying the susceptible to accrual concept under the modified accrual basis, the following revenue sources
are deemed both measurable and available: interest, state-levied locally shared taxes (including gasoline tax),
fines and forfeitures and income tax.

The City reports deferred revenues on its combined balance sheet. Deferred revenues arise when a potential
revenue does not meet both the measurable and available criteriafor recognition in the current period. Inthe
subsequent period, when both revenue recognition criteriaare met, theliability for deferred revenueisremoved
from the combined balance sheet and revenueisrecognized. Current and delinquent property taxes measurable
as of December 31, 2000, whose availability is indeterminate and which are not intended to finance current
period obligations, have been recorded as a receivable and deferred revenue. Levied special assessments are
measurable, and have been recorded as a receivable. Since all assessments are due outside of the available
period, the entire amount has been deferred.
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City of Niles, Ohio
Notes to the General Purpose Financial Statements
For the Year Ended December 31, 2000

The measurement focus of governmental fund accounting is on decreases in net financia resources
(expenditures) rather than expenses. Expenditures are recognized in the accounting period in which the fund
liability is incurred, if measurable. Allocations of cost, such as depreciation and amortization, are not
recognized in the governmental funds.

The accrua basis of accounting is utilized for reporting purposes by the proprietary fund types and the
nonexpendabletrust fund. Revenuesarerecognized whenthey are earned and become measurable and expenses
are recognized when they are incurred, if measurable. Unbilled service charges receivable are recognized as
revenue at year end.

C. Budgetary Process

The budgetary process is prescribed by provisions of the Ohio Revised Code and entails the preparation of
budgetary documents within an established timetable. The major documents prepared are the tax budget, the
certificate of estimated resources, and the appropriation ordinance, all of which are prepared on the budgetary
basis of accounting. The certificate of estimated resources and the appropriations ordinance are subject to
amendment throughout theyear with thelegal restriction that appropriations cannot exceed estimated resources,
ascertified. All funds, other than agency funds, arelegally required to be budgeted and appropriated. Thelegal
level of budgetary control is at the object level within each department. Budgetary modifications may only be
made by resolution of the City Council at the legal level of control.

Tax Budget At the first Council meeting in July, the Mayor presents the annual operating budget for the
following year to City Council for consideration and passage. The adopted budget is submitted to the County
Auditor, as Secretary of the County Budget Commission, by July 20 of each year, for the period January 1 to
December 31 of the following year.

Estimated Resources The County Budget Commission determines if the budget substantiates a need to levy
all or part of previously authorized taxes and reviews estimated revenue. The Commission certifiesits actions
to the City by September 1. As part of this certification, the City receives the official certificate of estimated
resources, which states the projected revenue of each fund. Prior to December 31, the City must revise its
budget so that the total contemplated expenditures from any fund during the ensuing year will not exceed the
amount available as stated in the certificate of estimated resources. The revised budget then servesasthe basis
for theannual appropriation ordinance. On or about January 1, the certificate of estimated resourcesisamended
to include unencumbered fund balances at December 31 of the preceding year. The certificate may be further
amended duringtheyear if the Finance Director determines, and the Budget Commi ssion agreesthat an estimate
needsto beeither increased or decreased. The amountsreported on the budgetary statement reflect the amounts
in the final amended official certificate of estimated resources issued during 2000.

Appropriations A temporary appropriation ordinance to control expenditures may be passed on or about
January 1 of each year for the period January 1 to March 31. Anannual appropriation ordinance must be passed
by April 1 of each year for the period January 1 to December 31. The appropriation ordinance fixes spending
authority at thefund, department and object level. Theappropriation ordinance may beamended duringtheyear
as new information becomes avail abl e, provided that total fund appropriations do not exceed current estimated
resources, as certified. The allocation of appropriations among departments and objects within afund may be
modified during the year only by an ordinance of Council. The Auditor isauthorized to transfer appropriations
between line items within an object of any department. During the year, several supplemental appropriation
measures were passed. None of these supplemental appropriations had any significant affect on the original
appropriations. Thebudget figureswhich appear in the statements of budgetary comparisons represent thefinal
appropriation amounts, including all amendments and modifications.
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Notes to the General Purpose Financial Statements
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Encumbrances Aspart of formal budgetary control, purchase orders, contractsand other commitmentsfor the
expenditure of moniesarerecorded asthe equival ent of expenditures onthenon-GAAP budgetary basisin order
toreservethat portion of the applicabl e appropriation and to determine and maintain legal compliance. TheOhio
Revised Code prohibits expenditures plus encumbrances from exceeding appropriations at the object level
within each department. Onthe GAAPbasis, encumbrancesoutstanding at year end arereported asreservations
of fund balances for subsequent-year expenditures for governmental funds and reported in the notes to the
financia statements for the proprietary funds.

Lapsing of Appropriations At the close of each year, the unencumbered bal ance of each appropriation reverts
to the respective fund from which it was appropriated and becomes subject to future appropriations. The
encumbered appropriation balance is carried forward to the succeeding year and is not reappropriated.

D. Cash and Cash Equivalents

To improve cash management, cash received by the City ispooled. Moniesfor all funds, including proprietary
funds, are maintained in this pool. Individual fund integrity is maintained through the City’s records. Each
fund’ sinterestinthe pool ispresented as“ equity in pooled cash and cash equivalents’ on the combined balance
sheet.

The City of Niles hasinvested funds in the State Treasury Asset Reserve of Ohio (STAROhIio) during 2000.
STAROhio is an investment pool managed by the State Treasurer’ s Office which allows governments within
the State to pool their funds for investment purposes. STARONhio is not registered with the SEC as an
investment company, but does operate in amanner consistent with Rule2a7 of the Investment Company Act of
1940. Investmentsin STAROhio arevalued at STAROhI0’ sshare pricewhichisthe pricetheinvestment could
be sold for on December 31, 2000.

Investment procedures are restricted by the provisions of the Ohio Revised Code. Interest revenue credited to
the general fund during 2000 amounted to $1,686,156, which includes $1,026,332 assigned from other City
funds.

The City has segregated bank accounts for monies held separate from the City’s central bank account. These
interest-bearing depository accounts are presented on the combined bal ance sheet as* cash and cash equivalents
in segregated accounts’ since they are not required to be deposited into the City’ s treasury. The cash of the
Municipal Court isincluded in thisline item.

The City utilizesafinancial institution to service bonded debt as principal and interest come due. The balance
in these accounts are presented on the combined bal ance sheet as* cash and cash equivalentswith fiscal agents”
and represents deposits or short-term investments in certificates of deposits, which are reported at cost.

For purposes of the combined statement of cash flows and for presentation on the combined balance sheet,
investments of the cash management pool and investments with original maturities of three months or less at
the time they are purchased by the City are considered to be cash equivalents. Investments not purchased from
the pool with an initial maturity of more than three months are reported as investments.

E. Inventory
Inventories of governmental funds are stated at cost while theinventory of the proprietary fundsis stated at the
lower of cost or market. For all funds, cost is determined on afirst-in, first-out basis. The costs of inventory

items are recorded as expenditures in the governmental fund types when purchased and as expenses in the
proprietary fund type when used. Reported materialsand suppliesinventory isequally offset by afund balance
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reservein the governmental fund which indicatesthat it does not constitute available spendabl e resources even
though it is a component of net current assets. Since the inventory balance at December 31, 2000 was not
significant, an amount was not reported on the combined balance sheet.

F. Investment in Joint Venture

Theinvestment in the joint venture is reported using the equity method of accounting. The amounts included
in the statements relating to the joint venture are as of December 31, 2000, the latest information available.

G. Restricted Assets

Customer deposits have been restricted because the deposit remainsthe property of the customer. Therestricted
asset account is balanced by a customer deposits payable liability account to demonstrate the fiduciary
relationship with customers.

H. Fixed Assets

General fixed assets are long-lived assets of the City asawhole. When purchased, such assets are recorded as
expenditures in the governmental type funds and capitalized (recorded and accounted for) in the general fixed
assetsaccount group. Infrastructure fixed assets such as streets, storm sewersand drains, and traffic signalsand
signs are not capitalized by the City and are not reported as part of the general fixed assets account group.

Fixed assets utilized in the proprietary funds are capitalized in these funds.

Fixed asset valueswereinitially determined at December 31, 1987, by assigning original acquisition costswhen
such information was available. In cases where information supporting original costs was not practicably
determinable, estimated historical costs were developed. For certain fixed assets, the estimates we cal cul ated
by indexing estimated current costs back to the estimated year of acquisition. Donated fixed assets are
capitalized at estimated fair market value on the date donated. The City maintains a capitalization threshold of
five hundred dollars.

Improvements are capitalized. The costs of hormal maintenance and repairsthat do not add to the value of the
asset or materially extend an asset’ suseful life are not capitalized. Interest incurred during the construction of
general fixed assetsis also not capitalized.

Assets in the general fixed assets account group are not depreciated. Improvements to fund fixed assets are
depreciated over theremaining useful livesof therelated fixed assets. Depreciationintheproprietary fund types
is computed using the straight-line method over the following estimated useful lives:

Building 15 - 45 years
Equipment and Vehicles 3-20years
Sewer Lines 25 years
Water Lines 25 years
Electric Lines 25 years

Interest is capitalized on proprietary fund assets acquired with tax exempt debt. The amount of interest to be
capitalized is cal culated by offsetting interest expense incurred from the date of the borrowing until completion
of the project with interest earned on invested proceeds over the same period. Capitalized interest isamortized
on the straight-line basis over the estimated useful life of the asset. For 2000, interest costs incurred on
construction projects in the proprietary funds were not material.
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I. Accrued and Long-Term Obligations

Ingeneral, governmental fund payablesand accrued liabilitiesarereported asobligationsof thefunds, regardless
of whether they will be liquidated with current resources. However, claims and judgements, compensated
absences, contractually required pension contributions and special termination benefits that will be paid from
governmental funds are reported as a liability in the general long-term obligation account group to the extent
that they will not be paid with current expendable availablefinancial resources. Ingeneral, paymentsmademore
than thirty-one days after year end are considered not to have been made with current available financial
resources. Bondsand loansarerecognized asaliability of the general long-term obligationsaccount group until
due.

L ong-term debt and other abligationsfinanced by proprietary funds are reported asliabilitiesin the appropriate
proprietary funds.

J. Compensated Absences

Vacation benefits are accrued as a liability as the benefits are earned if the employees’ rights to receive
compensation are attributed to services already rendered and it is probable that the City will compensate the
employees for the benefits through paid time off or some other means. The City records a liability for
accumulated unused vacation time when earned for all employees with more than one year of service.

Sick leave benefits are accrued as aliability using the vesting method. Theliability is based on the sick leave
accumulated at December 31 by those employeeswho are currently eligibleto receivetermination paymentsand
by those employees for whom it is probable they will become eligible to receive termination benefits in the
future.

For governmental funds, the current portion of unpaid compensated absencesisthe amount expected to be paid
using expendable available resources. These amounts are recorded in the account "compensated absences
payable" in the fund from which the employees who have accumulated unpaid leave are paid. The remainder
is reported in the general long-term obligations account group. In proprietary funds, the entire amount of
compensated absences is reported as afund liability.

K. Fund Equity

Reservesfor retained earnings represent those portions of fund equity not availablefor appropriation or legally
segregated for a specific future use. Contributed capital is recorded in proprietary funds that have received
capital grantsor contributions from customers. Fund balances are reserved for encumbrances and debt service
principal and interest. Fund balance has also been reserved for endowments to indicate that the principal is
legally restricted.

L. Interfund Transactions

Quasi-external transactions are accounted for as revenues and expenditures or expenses. Transactions that
constitute reimbursementsto afund for expenditures/expensesinitially madefromit that are properly applicable
to another fund are recorded as expenditures/expenses in the reimbursing fund and as reductions of
expenditures/expensesin the fund that is reimbursed.

Nonrecurring or nonroutine permanent transfers of equity are reported as residua equity transfers. All other
interfund transfers are reported as operating transfers.
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M. Estimates

The preparation of financial statements in conformity with generally accepted accounting principles requires
management to make estimates and assumptionsthat affect the amountsreported in thefinancial statementsand
accompanying notes. Actual results may differ from those estimates.

N. Total Columnson General Purpose Financial Statements

Total columns on the general purpose financial statements are captioned “Totals (Memorandum Only)” to
indicate that they are presented only to facilitate financial analysis. Data in these columns do not present
financial position, results of operations or cash flows in conformity with generally accepted accounting
principles. Neither is such data comparable to a consolidation. Interfund eliminations have not been madein
the aggregation of this data.

Note 3 - Restatement of Prior Year Fund Equity

The following adjustments resulted in the restatement of beginning retained earnings in the enterprise funds.
The table below provides details of these adjustments and the resulting effect on retained earnings.

Enterprise
Balance as Previously Reported $14,692,921
Understatement of Cash with Fiscal Agent 50,078
Understatement of Fixed Assets 890,399
Restated Balance December 31, 1999 $15,633,398

The effect of these changes on net income as previously reported for the year ended December 31, 1999, isas
follows:

Enterprise
Net Loss as Previously Reported ($286,818)
Understatement of Fixed Assets (408,634)
Net Income ($695,452)

The general fixed assets account group total assets decreased by $366,232 from $6,693,115 to $6,326,883 as of
December 31, 1999, dueto arestatement for fixed assets.

Note 4 - Budgetary Basis of Accounting

While reporting financial position, results of operations, and changes in fund balance/retained earnings on the
basis of generally accepted accounting principles (GAAP basis), the budgetary basisas provided by law isbased
upon accounting for transactions on a basis of cash receipts, disbursements and encumbrances.

The Combined Statement of Revenues, Expenditures and Changes in Fund Balances - Budget (Non-GAAP

Basis) and Actual - All Governmental Fund Types and the Combined Statement of Revenues, Expenses and
Changesin Fund Equity - Budget (Non-GAAP Basis) and Actual - All Proprietary Fund Typesand Similar Trust
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Fund are presented on the budgetary basisto provide arel evant comparison of actual resultswith the budget and
to demonstrate compliance with State statute. The major differences between the budget basis and the GAAP

basis are;

1 Revenues are recorded when received in cash (budget) as opposed to when susceptible to

accrual (GAAP).

2. Expenditures/expensesarerecorded when paid in cash (budget) asopposedto whentheliability

isincurred (GAAP).

3. Outstanding year end encumbrances are treated as expenditures/expenses (budget) rather than
as a reservation of fund balance for governmental fund types and as note disclosure in the

proprietary fund types (GAAP).

4, For the enterprise fund, the investment in joint venture is not reported on the budget basis.

The following tables summarize the adjustments necessary to reconcile the GAAP basis statements to the

budgetary basis statements on a fund type basis.

Excess of Revenues and Other Financing Sources
Over (Under) Expenditures and Other Financing Uses
All Governmental Fund Types

Specia Debt Capita
Generd Revenue Service Projects

GAAP Basis $2,858,457 ($504,802) ($2,338)  ($105,266)
Net Adjustment for

Revenue Accruas (77,673) 23,796 0 9,521
Net Adjustment for

Expenditure Accruals 44,606 452,810 0 (22,775)
Encumbrances (28,223) (354,221) (2,690) (164,065)
Budget Basis $2,797,167 ($382,417) ($5,028) ($282,585)
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Net Income (L oss)/Excess of Revenues
Over (Under) Expenses
All Proprietary Fund Types and Similar Trust Fund

Internal Nonexpendable
Enterprise Service Trust Fund
GAAPBasis ($67,078) ($14,307) $2,089
Net Adjustment for Revenue Accruals (33,386) 0 0
Net Adjustment for Expense Accruals  (1,224,379) 233,264 0
Capital Outlay (702,790) 0 0
Depreciation 514,019 0 0
Encumbrances (1,307,674) (500,000) 0
Budget Basis ($2,821,288) ($281,043) $2,089

Note 5 - Accountability

Fund Balance/retained earnings at December 31, 2000, included the following individual fund deficits:

Deficit Fund Balance/

Retained Earnings
Fpecial Revenue Funds:
Police Pension $56,529
Fire Pension 11,541
Enterprise Fund:
Sewer 89,085

The deficit in the police pension and fire pension special revenue funds resulted from adjustments for accrued
liabilities. The general fund provides transfers to cover deficit balances; however, this is done when cash is
needed rather than when accruals occur.

Thedeficitinthe sewer enterprisefund resulted fromthe conversionto generally accepted accounting principles.
Management is analyzing this situation to determine appropriate steps to eliminate the deficit.

Note 6 - Deposits and | nvestments

State statutes classify monies held by the City into three categories.

Active deposits are public deposits necessary to meet current demands on the treasury. Such monies must be

maintained either as cash in the City treasury, in commercial accounts payable or withdrawals on demand,
including negotiable order of withdrawa (NOW) accounts, or in money market deposit accounts.
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Inactive deposits are public deposits that Council has identified as not required for use within the current two
year period of designation of depositories. Inactive deposits must either be evidenced by certificates of deposit
maturing not later than the end of the current period of designation of depositories, or by savings or deposit
accounts including, but not limited to, passbook accounts.

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

Protection of the City’s depositsis provided by the Federal Deposit Insurance Corporation (FDIC), by €eligible
securitiespledged by thefinancial institution assecurity for repayment, by surety company bondsdeposited with
the auditor by the financia institution or by a single collateral pool established by the financial institution to
secure the repayment of all public moneys deposited with the institution. Interim moniesmay be deposited or
invested in the following securities:

1 United States Treasury Notes, Bills, Bonds, or any other obligation or security issued by the
United States Treasury or any other obligation guaranteed as to principal and interest by the
United States,

2. Bonds, notes, debentures, or any other obligations or securities issued by any federal

government agency or instrumentality, including but not limited to, the Federal National
Mortgage Association, Federal Home Loan Bank, Federal Farm Credit Bank, Federa Home
Loan Mortgage Corporation, Government National Mortgage Association, and Student Loan
Marketing Association. All federal agency securities shall be direct issuances of federal
government agencies or instrumentalities;

3. Written repurchase agreementsin the securitieslisted above provided that the market value of
the securities subject to the repurchase agreement must exceed the principal value of the
agreement by at least two percent and be marked to market daily, and that the term of the
agreement must not exceed thirty days;

4, Bonds and other obligations of the State of Ohio;

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

6. The State Treasurer’s investment pool (STAROhi0).
Investments in stripped principal or interest obligations, reverse repurchase agreements and derivatives are
prohibited. Theissuance of taxable notesfor the purpose of arbitrage, the use of leverage and short selling are

also prohibited. An investment must mature within five years from the date of purchase unless matched to a
specific obligation or debt of the City, and must be purchased with the expectation that it will beheld to maturity.
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Investments may only be madethrough specified deal ersandinstitutions. Payment for investmentsmay be made
only upon delivery of the securities representing the investments to the treasurer or qualified trustee or, if the
securities are not represented by a certificate, upon receipt of confirmation of transfer from the custodian.

GASB Statement 3,"Depositswith Financial Institutions, Investments (including Repurchase Agreements), and
Reverse Repurchase Agreements," requires disclosures to help assess actual and potential future deposit and
investment market and credit risks. Thefollowinginformation regarding deposits and investmentsis presented
using the categories of risk identified in GASB Statement 3.

Deposits At year-end, the carrying amount of the City’s deposits was $2,282,567 and the bank balance was
$3,260,024. Of the bank balance:

1 $229,504 was covered by federal depository insurance.

2. $3,030,520 was uncollateralized and uninsured as defined by the GASB. Although the
securitieswere held by the pledging financial institutionstrust department or agent inthe Citys
name and all State statutory requirementsfor the investment of money had been followed, non-
compliance with federal requirements could potentially subject the City to a successful claim
by the FDIC.

I nvestments Investments are classified under the guidelines of GASB Statement No. 3 into three categories.
Category 1 includes investments that are insured or registered or are held by the City or its agent in the City's
name. Category 2 includes uninsured and unregistered investments which are held by the counterparty's trust
department or agent in the City'sname. Category 3 includes uninsured and unregistered investmentswhich are
held by the counterparty, or by its trust department or agent but not in the City's name. STAROhio is an
unclassified investment sinceit is not evidenced by securities that exist in physical or book entry form.

Fair Value

STAROhio $29,157,189

The classification of cash and cash equivalents, and investments on the combined financial statementsis based
on criteria set forth in GASB Statement No. 9, which classifies investments with original maturities of three
months or |ess as cash equivalent.

A reconciliation between the classifications of cash and investments on the combined financial statements and
the classification per GASB Statement No. 3, isasfollows:

Cash and Cash
Equivaents
Deposits Investments

GASB Statement 9 $31,439,756 $0
Investments which are part of
a cash management pool:

STAROhio (29,157,189) 29,157,189
GASB Statement 3 $2,282,567 $29,157,189
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Note 7 - Property Taxes

Property taxes include amounts levied against all real, public utility and tangible personal property located in
the City. Property tax revenue received during 2000 for real and public property taxes represents collections of
1999 taxes. Property tax paymentsreceived during 2000 for tangible personal property (other than public utility
property) is for 2000 taxes.

2000 real property taxes are levied after October 1, 2000, on the assessed val ue as of January 1, 2000, the lien
date. Assessed values are established by State law at 35 percent of appraised market value. 2000 real property
taxes are collected in and intended to finance 2001.

Public utility tangible personal property currently isassessed at varying percentages of true value; public utility
real property isassessed at 35 percent of true value. 2000 public utility property taxes became alien December
31, 1999, are levied after October 1, 2000, and are collected in 2001 with real property taxes.

2000 Tangible personal property taxes are levied after October 1, 1999, on the value as of December 31, 1999.
Collections are made in 2000. Tangible personal property assessments are 25 percent of true value.

Thefull tax ratefor all City operationsfor the year ended December 31, 2000 was $3.50 per $1,000 of assessed
value. The assessed values of real and tangible personal property upon which 2000 property tax receipts were
based are as follows:

Real Property $239,705,020
Tangible Personal Property 48,481,077
Public Utility Property 7,371,570
Total Valuation $295,557,667

Real property taxes are payable annually or semi-annually. If paid annually, payment is due December 31; if
paid semi-annually, thefirst payment isdue December 31, with the remainder payable by June20. Under certain
circumstances, State statute permits later payment dates to be established.

Tangible personal property taxes paid by multi-county taxpayers are due by September 20. Single county
taxpayers may pay annually or semi-annually. If paid annually, payment isdue April 30; if paid semi-annually,
the first payment is due April 30, with the remainder payable at September 20.

The County Treasurer collects property taxes on behalf of al taxing districts in the county, including the City
of Niles. The County Auditor periodically remitsto the City its portion of thetaxes. Property taxes receivable
represent real and tangible personal property taxes, public utility taxes and outstanding delinquencieswhich are
measurabl e as of December 31, 2000. Although total property tax collectionsfor the next year are measurable,
amountsto be received during the available period are not subject to reasonabl e estimation at December 31, nor
are they intended to finance 2000 operations. The receivable is offset by deferred revenue.

B. Income Tax

An income tax of 1.5 percent is levied on substantially all income earned within the City. In addition, the
residents of the City are required to pay City income taxes on income earned outside the City; however, credit
isallowed for incometaxes paid to other municipalities up to one hundred percent of the City’ s current tax rate.

The City’ sincome tax ordinance requires one-third of the income tax revenues to be used to finance the police
and fire departments.
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Employers within the City are required to withhold income tax on employee compensation and remit the tax
quarterly to the City. Corporations and other individual taxpayers are required to pay their estimated tax
quarterly and file a declaration annually.

Any income tax ordinance must be approved by a majority vote at a City election prior to the ordinance

becoming effective. The current income tax levy was increased from 1 percent to 1.5 percent in 1987 and isa
permanent levy.

Note 8 - Receivables

Receivables at December 31, 2000, primarily consisted of taxes, accounts (billings for user charged services,
including unbilled utility services), special assessments, and intergovernmental receivablesarising fromgrants,
entitlements and shared revenues. All receivables are considered fully collectible.

A summary of the principal items of intergovernmental receivables follows:

Amount
General Fund $254,073
Specia Revenue Funds:
SCMR 31,789
State Highway 2,577
Total Specia Revenue Funds 34,366
Total $288,439

Note 9 - Contingencies
A. Grants

The City receivesfinancial assistance from federal and state agenciesin 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 i s subject to audit by the grantor agencies. Any disallowed claimsresulting from such
audits could become a liability of the general fund or other applicable funds. However, in the opinion of
management, any such disallowed claimswill not have amaterial adverseeffect ontheoverall financial position
of the City at December 31, 2000.

B. Litigation

The City of Nilesisnot a party to legal proceedings.
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Note 10 - Fixed Assets

A summary of the enterprise funds' property, plant and equipment at December 31, 2000, follows:

Land $668,004
Buildings 4,561,228
Equipment and Vehicles 1,712,868
Sewer Lines 5,314,013
Water Lines 1,703,649
Electric Lines 9,360,551

Tota 23,320,313
Less: Accumulated Depreciation (15,225,462)
Net Fixed Assets $8,094,851

A summary of changesin general fixed assets follows:

Balance Balance
01/01/00 Additions Deletions 12/31/00
Land and Improvements $1,414,303 $0 $0 $1,414,303
Buildings and Improvements 2,712,131 0 0 2,712,131
Equipment and Machinery 2,200,449 510,224 0 2,710,673
Total $6,326,883 $510,224 $0 $6,837,107
Note 11 - Long-Term Obligations
The original issuance amounts for the City’ s long-term obligations are as follows:
Original Issue Date
Interest Rate Amount of Maturity
Enterprise Funds
Ohio Public Works Commission Loan:
Sanitary Sewer Moratorium No Interest $752,249 1/1/14
Ohio Water Development Authority Loans:
Water Tower 6.61% 863,856 1/1/04
Wastewater Treatment Plant 8.48% 6,850,820 1/1/13
General Long Term Obligations
General Obligation Bonds:
Various Purpose 7.22% 5,355 12/1/02
Special Assessment Bond:
Various Purpose 7.22% $164,645 12/1/02

Changes in the long-term obligations of the City during 2000 were as follows:
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Outstanding Outstanding
01/01/00 Additions Reductions 12/31/00

Enterprise Fund Obligations:
Ohio Public Works Commission Loan

1994 Sanitary Sewer Moratorium $525,155 $0 ($37,511) $487,644
Ohio Water Development Authority Loans
1994 Water Tower 412,752 0 (93,503) 319,249
1983 Wastewater Treatment Plant 5,145,398 0 (231,961) 4,913,437
Total Ohio Water Development

Authority Loans 5,558,150 0 (325,464) 5,232,686
Total Enterprise Fund Obligations 6,083,305 0 (362,975) 5,720,330
General Long Term Obligations:
Genera Obligation Bond
1977 Various Purpose 819 0 (284) 535
1983 Specia Assessment Bond 25,180 0 (8,717) 16,463
Police and Fire Pension Liability 474,651 0 (5,924) 468,727
Compensated Absences 644,629 86,626 0 731,255
Intergovernmental Payable 149,749 171,539 (149,749) 171,539
Total General Long-Term Obligations 1,295,028 258,165 (164,674) 1,388,519
Total All Types $7,378,333 $258,165  ($527,649) $7,108,849

General Obligation and Special Assessment Bonds On January 2, 1983, the City issued $5,355 in voted
general obligation bonds and $164,645 in voted special assessment bonds for various purposes. Both various
purpose bondswereissued for atwenty year period with final maturity at December 1, 2002. General obligation
bondswill be paid fromthe general bond retirement debt service fund from property taxes. Special assessment
bondswill be paid from the proceeds of special assessments levied against benefitted property owners. Inthe
event that a property owner would fail to pay the assessment, payment would be made by the City. Sufficient
fundshave beenreservedto meet all future principal andinterest debt servicereguirements. Theremaining fund
bal ance cannot be transferred to another fund until the debt is paid.

The Ohio Public Works Commission loan and the Ohio Water Devel opment Authority loanswill be paid from
charges for services revenue in the enterprise funds. Compensated absences reported in the “compensated
absences payable” account and pension contributions reported in the “police and fire pension liability” and
“intergovernmental payable’ accountswill be paid from the fund from which the employees’ salaries are paid.

TheCity'soverall legal debt marginwas$10,518,344 at December 31, 2000. Principal andinterest requirements
to retire long-term obligations outstanding at December 31, 2000, are as follows:

-36-



City of Niles, Ohio
Notes to the General Purpose Financial Statements
For the Year Ended December 31, 2000

Ohio Public Ohio Water
Works Development General Special
Commission Authority Obligation Assessment Police and Fire
Loans Loan Bonds Bond Pension Liability
2001 $37,511 $789,077 $353 $10,857 $26,034
2002 37,511 789,077 284 8,755 26,034
2003 37,511 789,077 0 0 26,034
2004 37,511 668,291 0 0 26,034
2005 37,511 668,291 0 0 26,034
2006-2010 187,555 3,341,453 0 0 130,170
2011-2015 112,534 1,336,581 0 0 130,170
2016-2020 0 0 0 0 130,170
2021-2025 0 0 0 0 130,170
2026-2030 0 0 0 0 130,170
2031-2035 0 0 0 0 115,985
Totals $487,644 $8,381,847 $637 $19,612 $897,005

The City isaparticipant in ajoint venture that hasissued Certificatesin Beneficial Interest. The debt service
payments are obligations of the joint venture’ s participants, payable from each participant’ s municipal electric
utility systems, subject only to the proper payment of the operation and maintenance expenses. In case of
default by a participant, the remaining participants become liable for that participant’ s debt service payments.
The Certificates of Beneficial Interest are fully insured in case of total default by all participants. No defaults
have occurred to date on this joint venture. For accounting purposes, the obligation for repayment of the
certificatesisreflected in the financial statements of the joint venture.

The debt associated with Ohio Municipal Electric Generation Agency Joint Venture 5 (JV5) amountsto 10.63
percent of $153,415,000 or approximately $16,308,015 in which principal payments began February 15, 1998.
Thetotal principal retirements and the portion that will be paid by the City is as follows:

Certificates of City of Niles
Y ear Beneficial Interest Amount
2001 $3,130,000 $332,719
2002 3,280,000 348,664
2003 3,445,000 366,204
2004 3,620,000 384,806
2005 3,800,000 403,940
2006-2010 22,290,000 2,369,428
2011-2015 28,995,000 3,082,170
2016-2020 37,910,000 4,029,834
2021-2024 38,360,000 4,077,669
Total $144,830,000 $15,395,434

Note 12 - Defined Benefit Pension Plans
A. Public Employees Retirement System

All full-time employees, other than non-administrative full-time police officers and firefighters, participatein
the Public Employees Retirement System of Ohio (PERS), a cost-sharing multiple-employer public employee
retirement system administered by the Public Employees Retirement Board. PERS provides basic retirement
and disability benefits, annual cost of living adjustments, and death benefitsto plan membersand beneficiaries.
Benefits are established by Chapter 145 of the Ohio Revised Code. PERS issues a stand-alone financial report
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which may be obtained by writing to the Public Employees Retirement System, 277 East Town Street,
Columbus, Ohio 43215-4642.

Plan members are required to contribute 8.5 percent of their annual covered salary to fund pension obligations.
For calendar year 2000, PERS instituted a temporary employer rate rollback for state and local governments.
The 2000 employer pension contribution rate for the City was 6.54 percent of covered payroll, reduced from
9.35 percent in 1999. Contributions are authorized by State statute. The contribution rates are determined
actuarialy. The City’ srequired contributionsto PERSfor the years ended December 31, 2000, 1999, and 1998
were $304,450, $341,326, and $366,381 respectively. Thefull amount hasbeen contributed for 1999 and 1998.
85.92 percent has been contributed for 2000 with the remainder being reported asaliability inthe general long-
term obligations account group.

B. Ohio Police and Fire Pension Fund

The City contributesto the Ohio Policeand Fire Pension Fund (OP& F), acost-sharing multiple employer public
employee retirement system administered by the OP& F s Board of Trustees. OP&F provides retirement and
disability benefits, annual cost-of-living adjustments, and death benefits to plan members and beneficiaries.
Benefit provisions are established by the Ohio State L egislature and by Chapter 742 of the Ohio Revised Code.
OP& Fissuesapublicly availablefinancial report that includesfinancial information and required supplementary
information. That report may be obtained by writing to the Ohio Police and Fire Pension Fund, 140 East Town
Street, Columbus, Ohio 43215-5164.

Police and firefighters are required to contribute 10 percent of their annual covered salary to fund pension
obligationsand the City isrequired to contribute 12.25 percent for police and 16.75 percent for firefighters. For
1999 the City contributions were 12.5 percent for police and 17 percent for firefighters. Contributions are
authorized by State statute. The City’ scontributionsto the OP& Ffor police and firefighterswere $197,678 and
$220,062 for theyear ended December 31, 2000, $190,467 and $235,568 for theyear ended December 31, 1999,
$180,804 and $212,873 for the year ended December 31, 1998. The full amount has been contributed for 1999
and 1998. 73.73 percent and 71.82 percent, respectively, have been contributed for 2000 with the remainder
being reported as aliability in the general long-term obligations account group.

In addition to current contributions, the City pays installments on the accrued liability incurred when the State
of Ohio established the statewide pension systemfor policeand firefightersin 1967. Asof December 31, 2000,
the unfunded liability of the City was $468,727 payable in semi-annual payments through the year 2035. This
is an accounting liability of the City which will not vary. The liability is reported in the general long-term
obligations account group.

C. Social Security System

Effective August 3, 1992, all volunteer firefighters, not otherwise covered by another retirement system, are
covered by social security. The City’sliability is 6.2 percent of wages paid.

Note 13 - Postemployment Benefits

A. Public Employees Retirement System

The Public Employees Retirement System of Ohio (PERS) provides postretirement health care coverageto age
and serviceretireeswith ten or moreyearsof qualifying Ohio servicecredit. Health care coveragefor disability

recipients and primary survivor recipientsis available. The health care coverage provided by the retirement
systemis considered an Other Postempl oyment Benefit as described in GASB Statement No. 12. A portion of
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each employer’'s contribution to PERS is set aside for the funding of postretirement health care based on
authority granted by State statute. The 2000 employer contribution rate was 10.84 percent of covered payroll;
4.30 percent was the portion that was used to fund health care for 2000. For 1999, the contribution rate was
13.55 percent of covered payroll; 4.20 percent was the portion that was used to fund health care.

Benefits are advance-funded using the entry age normal cost method. Significant actuarial assumptions, based
on PERSss latest actuarial review performed as of December 31, 1999, include arate of return on investments
of 7.75 percent, an annual increase in active employee total payroll of 4.75 percent compounded annually for
inflation (assuming no changein the number of active employees) and an additional increasein total payroll of
between .54 percent and 5.1 percent based on additional annual pay increases. Health care premiums were
assumed to increase 4.75 percent annually.

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

The number of active contributing participants was 401,339. The City's actual contributions for 2000 which
were used to fund postempl oyment benefitswere$200,174. Theactual contributionandtheactuarially required
contribution amounts are the same. PERS's net assets available for payment of benefits at December 31, 1999,
(the latest information available) were $10,805.5 million. The actuarially accrued liability and the unfunded
actuarial accrued liability were $12,473.6 million and $1,668.1 million, respectively.

For 2000, PERS elected to return to an actuarially pre-funded type of disclosure because it is a better
presentation of PERS sactual funding methodology. Since 1997, disclosurers had been based on a pay-as-you-
go funding basis.

B. Ohio Police and Fire Pension Fund

TheOhio Policeand Fire Pension Fund (OP& F) providespostretirement health care coverageto any personwho
receives or is eligible to receive a monthly benefit check or is a spouse or eligible dependent child of such
person. An eligibledependent childisany child under the age of 18 whether or not the child is attending school
or under the age of 22 if attending school full-time or on a 2/3 basis.

The health care coverage provided by the retirement system is considered an Other Postemployment Benefit
(OPEB) asdescribed in GASB Statement No. 12. The Ohio Revised Code provides the authority alowing the
Ohio Policeand Fire Pension Fund’ sboard of trusteesto provide health care coverage and statesthat health care
costs paid from the Ohio Police and Fire Pension Fund shall be included in the employer's contribution rate.
Health care funding and accounting is on apay-as-you-go basis. Thetotal police employer contributionis 19.5
percent of covered payroll and the total firefighter employer contribution rateis 24 percent of covered payrall,
of which 7.25 percent of covered payroll was applied to the postempl oyment health care program during 2000.
For 1999, the percent used to fund healthcarewas 7 percent. Inaddition, since July 1, 1992, most retirees have
been required to contribute a portion of the cost of their health care coverage through a deduction from their
monthly benefit payment.

The City's actual contributions for 2000 that were used to fund postemployment benefits were $116,993 for
police and $95,251 for fire. The OP& F stotal health care expensesfor the year ended December 31, 1999, (the
latest information available) were $95,004,633, which was net of member contributions of $5,518,098. The
number of OP& F participants eligible to receive health care benefits as of December 31, 1999, was 12,467 for
police and 9,807 for firefighters.
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Note 14 - Risk M anagement

The City isexposed to variousrisks of lossrelated to torts; theft of, damage to, and destruction of assets; errors
and omissions; injuries to employees and natural disasters. During 2000, the City contracted with Millers
Mutual Insurance for various types of insurance as follows:

Company Type Coverage
Millers Mutual Insurance Commercia Automobile $1,000,000
Commercia Inland Marine 1,000,000
Commercia Property 1,000,000
Public Officials Liability 2,000,000
Law Enforcement Liability 1,000,000
Employee Dishonesty 25,000
EDP Equipment 120,000

Claimshave not exceeded thiscoveragein any of the past threeyears and there hasbeen no significant reduction
in commercial coverage in any of the past three years.

The City has elected to provide medical benefits through a self insured program. The maintenance of these
benefitsare accounted for in the Self-Insurance Internal Servicefund. Anexcesscoverageinsurance (stop 10ss)
policy covers annual claims in excess of $50,000 per individual and $1,000,000 for the City as a whole.
Incurred but not reported claims of $262,779 have been accrued asaliability based on areview of January, 2001
billings provided by the City Auditor’s office.

The claims liability of $262,779 reported in the internal service fund at December 31, 2000, is based on
reguirements of Governmental Accounting StandardsBoard Statement No. 10 which requiresthat aliability for
unpaid claims costs, including estimates of costs relating to incurred but not reported claims, be reported. The
estimate was not affected by incremental claim adjustment expenses and does not include other allocated or
unallocated claims adjustment expenses Changesin the fund’s claimsliability for 1998, 1999 and 2000 were:

Balance at Current Balance

Beginning Year Claim End

of Year Claims Payments of Year
1998 $36,992 $876,949 $847,758 $66,183
1999 66,183 748,837 785,505 29,515
2000 29,515 1,272,249 1,038,985 262,779

The City paysthe State Workers' Compensation System a premium based on arate per $100 of salaries. This
rate is calculated based on accident history and administrative costs.

Note 15 - Note Payable

Changesin the City’ s note activity for the year ended December 31, 2000, were as follows:

Outstanding Outstanding
1/1/00 Additions (Reductions) 12/31/00
Sewer Improvement 4.72% July 18, 2001 $2,000,000 $2,000,000 (%$2,000,000) $2,000,000
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The noteis backed by the full faith and credit of the City. The note liability is reflected in the enterprise fund,
the fund which received the proceeds. Notes are generally issued in anticipation of long-term bond financing
and are refinanced until such bonds are issued.

Note 16 - Segment Infor mation

The City’s enterprise funds accounts for the provision of water, light and sewer services. The table below
reflects, in a summarized format, the more significant datarelating to the enterprise funds of the City of Niles

as of and for the year ended December 31, 2000:

Water Light Sewer

Fund Fund Fund Total
Operating Revenues $3,803,143 $18,931,906 $2,466,923 $25,201,972
Depreciation Expense 75,278 295,360 143,381 514,019
Operating Income (L0ss) (1,132,242) 1,035,857 561,309 464,924
Net Income (L0ss) (1,212,732) 1,029,936 115,718 (67,078)
Net Working Capital 862,255 10,998,061 3,430,580 15,290,896
Fixed Asset Additions 47,578 488,651 166,561 702,790
Total Assets 3,416,118 16,145,123 5,530,650 25,091,891
Long-Term Liabilities 2,287,263 176,533 5,185,631 7,649,427
Total Equity 698,375 15,127,030 (89,085) 15,736,320
Encumbrances 535,367 286,737 485,570 1,307,674

Note 17 - Jointly Governed Organizations
A. Eastgate Development and Transportation Agency

The Eastgate Devel opment and Transportation Agency (EDATA) isajointly governed organi zation committed
to foster cooperative regional efforts in the planning, programming and implementation of public sector
activities. EDATA has forty-eight participating members. These include representatives from Trumbull
County, Mahoning County, township trustees, participating cities and villages. The operation of EDATA is
controlled by ageneral policy board which consistsof arepresentative fromeach member. Funding comesfrom
each of the participants. For 2000, the City contributed $7,395 to the Eastgate Devel opment and Transportation
Aqgency.

B. Emergency Management Agency

The Emergency Management Agency is ajointly governed organization among the thirty-four subdivisions
located within Trumbull County. The eight members of the advisory board are appointed by the thirty-four
member subdivisions. The degree of control exercised by any participating government is limited to its
representation on the Board. The Agency adopts its own budget, authorizes expenditures and hires and fires
its own staff. In 2000, the City contributed $4,437 to the Emergency Management Agency.
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Note 18 - Joint Venture

Ohio Municipal Electric Generation Agency Joint Venture 5 (JV5)

The City is a participant with forty-two subdivisions within the State of Ohio in ajoint venture to construct a
hydroel ectric plant and associated transmission facilitiesin West Virginiaon the Oho River at Belleville Locks
and Dam and receive electricity from its operation. The Ohio Municipal Electric Generation Agency Joint
Venture 5 (JV5) was created for that purpose. On dissolution of thejoint venture, the net assets of JV5 will be
shared by the participants on a percentage basis. The JV5 is managed by AMP-Ohio, who acts as the joint
venture' sagent. The participants are obligated by the agreement to remit monthly for those costsincurred by
using electricity generated by the joint venture and a portion of the $153,415,000 Certificates of Beneficial
Interest debt that was issued to construct the fixed asset. In accordance with the joint venture agreement, the
City remitted $2,079,511 to the joint venture for 2000 for electricity. The City’s net investment and its share
of the operating resultsof JV5 arereported in the City’ selectric enterprisefund. The City equity interestin V5
was $464,148 at December 31, 2000. Financial information can be obtained from AMP-Ohio, 601 Dempsey
Road, Westerville, Ohio 43081, or from the City’ s utility department.

Note 19 - Electric Deregulation

Beginning January 1, 2001, retail electric customers of investor owned utilities (IOUs) will have the option of
choosing power suppliers. Electric services are broken down into three components: distribution, generation
and transmission. Thisderegulation will affect only the generation of electricity. The City of Nilesisplanning
on completing a cost study analysis to identify the costs associated with each of these components. The City
has several optionsavailableto themrelated to thisderegulation. First, the City can chooseto protect their lines.
This decision will allow the City to charge any other electric suppliers who may want to use their lines. The
City also hasthe option of closing its borders, meaning no other electric suppliers could deliver servicesin the
City of Niles. The City has not made a decision as of the date of these financial statements.

Note 20 - I nterfund Transactions

The Capital Improvement capital projects fund had an interfund payable that was owed to the Community
Development specia revenue fund in the amount of $9,521.
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TRUMBULL COUNTY

SCHEDULE OF FEDERAL AWARDS EXPENDITURES

FOR THE YEAR ENDED DECEMBER 31, 2000

(Cash Basis)

Federal Grantor/ Pass Through Federal
Pass Through Grantor Entity CFDA
Program Title Number Number Receipts Disbursements
U.S. DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT
Passed Through Ohio Department of Development:
Community Development Block Grant A-C-98-156-1 14.228 32,900 $47,816
Small Cities Program A-F-99-156-1 106,000 105,670
A-F-98-156-1 11,800 1,000
Direct Program:
Home Investment Partnership Program (HOME) A-C-98-156-2 14.239 144,919 170,755
Total U.S. Department of Housing and Urban Development 295,619 325,241
U.S. DEPARTMENT OF JUSTICE/OFFICE OF JUSTICE PROGRAM
Public Safety & Community Policing
Grant COPS Program 95-CF-WX-4807 16.710 46,786
Total U.S. Department of Justice 46,786
Total $342,405 $325,241

The accompanying notes to this schedule are an integral part of this schedule.
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CITY OF NILES
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NOTES TO SCHEDULE OF FEDERAL AWARDS EXPENDITURES
DECEMBER 31, 2000

NOTE A--SIGNIFICANT ACCOUNTING POLICIES

The accompanying Schedule of Federal Awards Expenditures (the Schedule) summarizes activity of the
City's federal award programs. The schedule has been prepared on the cash basis of accounting.

NOTE B-- COMMUNITY DEVELOPMENT BLOCK GRANT (CDBG) REVOLVING LOAN PROGRAM

The Mahoning Valley Economic Development Corporation, on behalf of the City of Niles, also administers
an economic revolving loan program with funds provided by the United States Department of Housing and
Urban Development, through the Ohio Department of Development, under the Community Development
Block Grant Program (CFDA #14.228). The purpose of the program is to provide loans to various
businesses to assist in expansion and/or modernization of equipment. As of December 31, 2000, the
account balance (including notes receivable) held in trust was $330,787.
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Voinovich Government Center

STATE OF OHIO 242 Federal Plaza West

OFFICE OF THE AUDITOR
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Y oungstown, Ohio 44503
Jim PETRO, AUDITOR OF STATE Telephone 390-797-9800
800-443-9271
Facsimile 330-797-9949

www.auditor.state.oh.us

REPORT OF INDEPENDENT ACCOUNTANTS ON COMPLIANCE AND ON INTERNAL CONTROL
REQUIRED BY GOVERNMENT AUDITING STANDARDS

City of Niles
Trumbull County

34 West State Street
Niles, OH 44406

To City Council:

We have audited the financial statements of City of Niles, Trumbull County as of and for the year ended
December 31, 2000, and have issued our report thereon dated September 6, 2001. 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.

Compliance

As part of obtaining reasonable assurance about whether the City’s financial statements are free of material
misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts
and grants, 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 an instance of noncompliance that is required to be reported under Government Auditing
Standards which is described in the accompanying schedule of findings as item 2000-21178-01. We also
noted certain immaterial instances of noncompliance that we have reported to management of the City in
a separate letter dated September 6, 2001.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the City’s internal control over financial reporting in
order to determine our auditing procedures for the purpose of expressing our opinion on the financial
statements and not to provide assurance on the internal control over financial reporting. However, we noted
a certain matter involving the internal control over financial reporting and its operation that we consider to
be a reportable condition. Reportable conditions involve matters coming to our attention relating to
significant deficiencies in the design or operation of the internal control over financial reporting that, in our
judgment, could adversely affect the City’s ability to record, process, summarize and report financial data
consistent with the assertions of management in the financial statements. A reportable condition is
described in the accompanying schedule of findings as item 2000-21178-002.

A material weakness is a condition in which the design or operation of one or more of the internal control
components does not reduce to a relatively low level the risk that misstatements in amounts that would be
material in relation to the financial statements being audited may occur and not be detected within a timely
period by employees in the normal course of performing their assigned functions. Our consideration of the
internal control over financial reporting would not necessarily disclose all matters in the internal control that
might be reportable conditions and, accordingly, would not necessarily disclose all reportable conditions that
are also considered to be material weaknesses.
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However, we believe the reportable condition described above to not be a material weakness. We also
noted other matters involving the internal control over financial reporting that do not require inclusion in this
report, that we have reported to management of the City in a separate letter dated September 6, 2001.

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

Jim Petro
Auditor of State

September 6, 2001
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REPORT OF INDEPENDENT ACCOUNTANTS ON COMPLIANCE WITH REQUIREMENTS
APPLICABLE TO THE MAJOR FEDERAL PROGRAM AND INTERNAL CONTROL OVER
COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133

City of Niles
Trumbull County

34 West State Street
Niles, OH 44406

To City Council:
Compliance

We have audited the compliance of the City of Niles, Trumbull County 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 its major federal program for the year ended December 31, 2000. The
City’s major federal program is identified in the summary of auditor’s results section of the accompanying
schedule of findings. Compliance with the requirements of laws, regulations, contracts and grants applicable
to its major federal program is the responsibility of the City’s management. Our responsibility is to express
an opinion on the City’'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
occurred with the types of compliance requirements referred to above that could have a direct and material
effect on a major federal program. An audit includes examining, on a test basis, evidence about the City’'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 City’s compliance with those requirements.

In our opinion the City 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, 2000. We noted certain
instances of noncompliance that do not require inclusion in this report that we have reported to the
management of the City in a separate letter dated September 6, 2001.

Internal Control Over Compliance

The management of the City 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 City’'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 and to test and report on
internal control over compliance in accordance with OMB Circular A-133.
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Our consideration of the internal control over compliance would not necessarily disclose all matters in the
internal control that might be material weaknesses. A material weakness is a condition in which the design
or operation of one or more of the internal control components does not reduce to a relatively low level the
risk that noncompliance with applicable requirements of laws, regulations, contracts and grants that would
be material in relation to a major federal program being audited may occur and not be detected within a
timely period by employees in the normal course of performing their assigned functions. We noted no
matters involving the internal control over compliance and its operation that we consider to be material
weaknesses. We noted other matters involving the internal control over federal compliance that do not
require inclusion in this report, that we have reported to management of the City in a separate letter dated
September 6, 2001.

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

Jim Petro
Auditor of State

September 6, 2001
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CITY OF NILES
TRUMBULL COUNTY

SCHEDULE OF FINDINGS
OMB CIRCULAR A -133 § .505
DECEMBER 31, 2000

1. SUMMARY OF AUDITOR'S RESULTS

(d)(D)() Type of Financial Statement Opinion Unqualified
(d)(Q)(ii) Were there any material control weakness conditions | No
reported at the financial statement level (GAGAS)?
(d)(1)(ii) Were there any other reportable control weakness Yes
conditions reported at the financial statement level
(GAGAS)?
(d)(1)(iii) Was there any reported material non-compliance at Yes
the financial statement level (GAGAS)?
(d)(1)(iv) Were there any material internal control weakness No
conditions reported for major federal programs?
(d)(1)(iv) Were there any other reportable internal control No
weakness conditions reported for major federal
programs?
(d)(D)(V) Type of Major Programs’ Compliance Opinion Unqualified
(d)(1)(vi) Are there any reportable findings under § .5107? No
(d)(D)(vii) Major Programs (list): Home Investment
Partnership Program-
CFDA# 14.239
(d)(L)(viii) Dollar Threshold: Type A\B Programs Type A: > $ 300,000
Type B: all others
(d)(1)(ix) Low Risk Auditee? No

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

FINDING NUMBER 2000-21178-001

Noncompliance Citation

Ohio Rev. Code Section 5705.41(D) states that no subdivision shall make any contract or order any
expenditure of money unless the certificate of the fiscal officer is attached. The fiscal office must certify that

the amount

required to meet such a commitment has been lawfully appropriated and is in the treasury or

in the process of collection to the credit of an appropriate fund free from any previous encumbrance. The
amount so certified shall be recorded against the applicable appropriation account.

This section also provides two exceptions to the above requirements:

A.

Then and Now Certificate- If no certificate is furnished as required, upon receipt of the fiscal
officer’s certificate that a sufficient sum was, both at the time of the contract or order and at the
time of the certificate, appropriated and free of any previous encumbrances, the City may
authorize the issuance of a warrant in payment of the amount due upon such contract or order
by resolution within 30 days from the receipt of such certificate, if such expenditure is otherwise
valid.
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B.

Prio

Findings
FINDING NUMBER 2000-21178-001
(Continued)
If the amount involved is less than one thousand dollars the fiscal officer may issue a warrant

upon completing a then and now certificate, but may authorize it to be paid without affirmation
of the City Council.

r certification was not obtained in 71% of the expenditures tested. In addition, certification of

funds by the City Auditor was not obtained for utility expenditures, training expenditures, and
Community Development Fund Expenditures.

Unless the certification meets one of the two above exceptions, the City Auditor should certify funds
before the City monies are obligated using a regular, blanket or super blanket certificate (as further
permitted by ORC 5705.41(D)). This certificate should be signed by the City Auditor.

Reportable
The

a.

The

FINDING NUMBER 2000-21178-002
Condition - Fixed Asset Listing
following internal control weaknesses were noted related to the City’s fixed asset accounting:

A complete fixed asset listing for the General Fixed Asset Account Group is not maintained by
the City. The list maintained does not state the location of the assets (buildings, departments,
etc.), does not account for changes to the original fixed asset list, and does not account for
changes in asset values due to renovations or replacements incurred (i.e. swimming pool).

The fixed asset listing for the Enterprise Fund has not been updated for the cost and
depreciation of additions since 1996. Additions were calculated during the audit and
communicated to the City by the Auditor of State. However the details of the additions were not
posted by the Auditor’s Office.

The City does not have a system in place to identify fixed asset purchases and deletions
throughout the year.

The City does not maintain any type of inventory identification system for capitalized items, such
as inventory tag numbers.

above weaknesses can result in inaccurate reporting of fixed assets on the City’s financial

statements and an inability to manage and monitor the City’s fixed assets in an effective manner.

To help ensure that fixed assets are reported accurately:

a.

The City should conduct a complete physical inventory and construct an accurate fixed asset
listing. Also, the City should develop policies and procedures for periodically conducting a
physical inventory with reconciliation of the inventory to the fixed asset listing.

The Enterprise fund fixed asset listing should be updated for all assets acquired since 1996 and
appropriate depreciation should also be calculated.

The City should establish a system in which City departments notify the City Auditor’s office of
any fixed assets acquired and fixed assets disposed. The notifications should be used to make
yearly updates to the fixed asset listing maintained by the City Auditor’s office.

The City should identify all capitalized fixed assets by assigning inventory tag numbers and
including this identification number as part of the fixed asset listing.
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3. FINDINGS FOR FEDERAL AWARDS

None

51






88 East Broad Street
STATE OF OHIO P.O. Box 1140

OFFICE OF THE AUDITOR Columbus, Ohio 43216-1140

Telephone  614-466-4514
JiM PETRO, AUDITOR OF STATE 800-282-0370

Facsimile  614-466-4490

CITY OF NILES

TRUMBULL COUNTY

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

desan Toubbitt

CLERK OF THE BUREAU

CERTIFIED
OCTOBER 11, 2001
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