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Rot h & Conpany, CPA's
215 W National Road
Engl ewood, Chio 45322

Report of | ndependent Certified Public Accountants

Honor abl e Mayor, Menbers of the City
Council and City Manager
Cty of Union, Chio

We have audited the acconpanying general purpose financi al
statenents of the City of Union, Chio, as of and for the year
ended Decenber 31, 2001, as listed in the foregoing table of
contents. These general purpose financial statenments are the
responsibility of the City's nmanagenment. Qur responsibility is
to express an opi nion on these general purpose financial
statenments 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 Governnent
Audi ting Standards, issued by the Conptroller CGeneral of the
United States. Those standards require that we plan and perform
the audit to obtain reasonabl e assurance about whether the
general purpose financial statements are free of materi al

m sstatenment. An audit includes exam ning, on a test basis,

evi dence supporting the anounts and di sclosures in the general
pur pose financial statenments. An audit also includes assessing
t he accounting principles used and significant estimtes made by
managenent, as well as evaluating the overall general purpose
financial statenent presentation. W believe that our audit
provi des a reasonabl e basis for our opinion.

I n our opinion, the general purpose financial statenents referred
to above present fairly, in all nmaterial respects, the financial
position of the City of Union, Ohio, at Decenber 31, 2001 and the
results of its operations and cash flows of its proprietary fund
types for the year then ended in conformty wi th accounting
principles generally accepted in the United States of Anmerica.

I n accordance with Governnent Auditing Standards, we have al so

i ssued our report dated June 3, 2003, on our consideration of
City of Union's internal control over financial reporting and our
tests of its conpliance with certain provisions of |aws,

regul ations, contracts and grants. That report is an integral
part of an audit performed in accordance with Governnent Auditing
St andards and should be read in conjunction with this report in
considering the results of our audit.

Rot h & Conpany
Engl ewood, Ohio
June 3, 2003



Cty of Union, Onhio -

Mont gonery County

COMBI NED BALANCE SHEET
ALL FUND TYPES AND ACCOUNT GROUPS

December

ASSETS AND OTHER DEBI TS
Asset s
Equity in pool ed cash and cash
equi val ent s
Recei vabl es
Taxes
Account s
Speci al assessnents
| nt ergover nnent al receivabl e
Prepaid itens
Supplies inventory

Fi xed assets
Land
Bui | di ngs
Equi prent
I nfrastructure
Construction in progress

Less: Accunul at ed depreciation

Net fi xed assets

Q her debits
Anmount to be provided for

retirement of general |ong-term

obl i gati ons

Total assets and other debits

31, 2001

GOVERNMENTAL FUND TYPES

CGener al Speci al Capita
Fund Revenue Proj ects

$ 356,163 $ 533,755 $ 52,019
131, 749 605, 063 203, 157

21, 340 7,672

- 277,372 -
11, 161 14, 070 -
2, 805 530 -
3, 869 9,951 -

$_527,087 $1,448,413 $_255,176




PROPRI ETARY  FI DUCI ARY

FUND TYPE FUND TYPE ACCOUNT  GROUPS
CGener al CGener al Tot al
Expendabl e Fi xed Long- Term  ( Menorandum
Ent er pri se Tr ust Asset s bl i gati ons Ol y)
$ 521, 560 $ 1,154 % - % - $ 1,464, 651
- 20, 980 - - 960, 949
80, 030 - - - 109, 042
- - - - 277,372
- - - - 25,231
1, 292 - - - 4,627
1, 257 - - - 15, 077
- - 561, 586 - 561, 586
2,929, 656 - 385, 865 - 3, 315, 521
723, 655 - 1, 491, 116 - 2,214,771
8, 581, 915 - - - 8, 581, 915
- - 142, 635 - 142, 635
12, 235, 226 - 2,581, 202 - 14, 816, 428
<4, 224, 308> - - - <4, 224, 308>
8, 010, 918 - 2,581, 202 - 10, 592, 120
- - - 355, 470 355, 470

$_8, 615, 057 $__ 22,134 $2,581,202 $_355,470 $13, 804, 539




Cty of Union, Onhio -

Mont gonery County

COVBI NED BALANCE SHEET ( CONTI NUED)
ALL FUND TYPES AND ACCOUNT GROUPS

December

31, 2001

GOVERNMENTAL FUND TYPES

CGener al Speci al Capi t al
Fund Revenue Projects
LIABI LI TIES, FUND EQUI TY AND OTHER
CREDI TS
Liabilities
Accounts payabl e $ 7,235 % 2,374 $ 283
Contracts payabl e 38, 021 17, 062 -
Accrued sal ari es payabl e 1,134 10,773 -
Accrued interest payable 2,155 1, 357 -
| nt er gover nnent al payabl e 480 12, 890 -
Def erred revenue 131, 749 882,435 203, 157
Conpensat ed absences payabl e - 771 -
Not es payabl e 157, 200 99, 000 -
Ceneral Obligation Bonds Payabl e - - -
Capital |ease obligation - - -
Total liabilities 337,974 1, 026,662 203, 440
Fund equity and other credits
Contri buted capital
Less depreciation on fixed assets - - -
Net contributed capital - - -
| nvestment in general fixed assets - - -
Ret ai ned ear ni ngs
Unr eser ved - - -
Fund bal ances
Reserved for supplies inventory 3, 869 9,951 -
Unr eser ved
Unr eser ved 185, 244 411, 800 51, 736
Total fund equity and other credits 189,113 421, 751 51, 736
Total liabilities, fund equity and
other credits $_527,087 $1,448,413 $255,176

The acconpanyi ng notes are an integral

part of this statenent.



PROPRI ETARY FI DUCI ARY
FUND TYPE FUND TYPE ACCOUNT GROUPS
Gener al Gener al Tot al
Expendabl e Fi xed Long- Term  ( Menorandum
Enterpri se Trust Asset s bl i gati ons Ol y)
$ 10, 367 $ - 3 - $ - 20, 259
- - - - 55, 083
5,501 - - - 17, 408
6, 001 - - - 9,513
9, 590 - - 29, 122 52,082
- 20, 980 - - 1, 238, 321
55, 232 - - 67, 988 123, 991
366, 600 - - - 622, 800
276, 640 - - 258, 360 535, 000
107,117 - - - 107,117
837, 048 20, 980 - 355, 470 2,781,574
7,021, 565 - - - 7,021, 565
2,042,560 - - - 2,042,560
4,979, 005 - - - 4,979, 005
- - 2,581, 202 - 2,581, 202
2,799, 004 - - - 2,799, 004
- - - - 13, 820
- 1,154 - - 649, 934
7,778,009 1,154 2,581, 202 - 11, 022, 965
$8, 615, 057 $ 22,134 $2,581,202 $ 355,470 $13, 804, 539



Cty of Union, Chio - Mntgonery County

COMBI NED STATEMENT OF REVENUES, EXPENDI TURES, AND
CHANGES | N FUND BALANCES
ALL GOVERNMENTAL FUND TYPES AND EXPENDABLE TRUST FUND

Year Ended Decenber 31, 2001

REVENUES
Property and ot her taxes
| nt er gover nnent a
Speci al assessnents
Charges for services
Fines, licenses and permts
| nt er est
O her
Total revenues

EXPENDI TURES

Current
Security of persons and property
Public health services
Leisure tinme activities
Communi ty environment
Transportation
Ceneral gover nnent

Capital outl ay

Debt service
Principal retirenent
Interest and fiscal charges

Tot al expenditures

Excess of revenues over <under> expenditures
O her financing sources <uses>
Proceeds fromthe sale of fixed assets
Qperating transfers - in
OQperating transfers - out
Total other financing sources <uses>

Excess of revenues and other financing sources over
<under > expendi tures and ot her financing uses

Fund bal ance at January 1, 2001
I ncrease in reserve for inventory
Fund bal ance at Decenber 31, 2001

The acconpanying notes are an integral part of this statenent.
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FI DUCI ARY

GOVERNMVENTAL FUND TYPES FUND TYPE
Tot al
Speci al Capi t al Expendabl e (Menorandum
CGener al Revenue Proj ects Tr ust Only)

$ 119,658 $ 553,796 $ 149,673 $ 18,978 $ 842, 105
185, 356 386, 920 18, 867 2,473 593, 616
- 243, 911 - - 243,911
43,512 338, 061 - - 381, 573
107, 978 4,900 - - 112, 878
15, 708 16, 266 2,189 176 34, 339
38,433 26, 359 257 - 65, 049
510, 645 1,570, 213 170, 986 21, 627 2,273,471
- 828, 339 - 53, 424 881, 763

- 10, 307 - - 10, 307

- 63, 279 - - 63, 279

- 268, 631 - - 268, 631

- 136, 259 54, 331 - 190, 590

406, 350 - - - 406, 350
177, 703 177, 458 28,114 - 383, 275
- 8, 750 51, 250 - 60, 000

5, 207 3,269 8,468 - 16, 944
589, 260 1, 496, 292 142, 163 53, 424 2,281, 139
<78, 615> 73, 921 28, 823 <31, 797> <7, 668>
- 269 - - 269

201, 000 64, 300 - 31, 000 296, 300
<67,175> <145, 571> <2, 310> - <215, 056>
133, 825 <81, 002> <2, 310> 31, 000 81, 513
55, 210 <7,081> 26, 513 <797> 73, 845
134, 384 419, 554 25, 223 1, 951 581, 112
<481> 9,278 - - 8, 797

$_ 189,113 $_ 421,751 $ 51, 736 $ 1,154 $ 663, 754
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City of Union, Chio -

Mont gonery

COMBI NED STATEMENT OF REVENUES, EXPENDI TURES, AND

CHANGES | N FUND BALANCES -

ALL GOVERNMENTAL FUND TYPES

Year Ended Decenber

REVENUES
Property and ot her taxes
I nt er gover nnent a
Speci al assessnents
Charges for services
Fines, licenses, permts
I nt er est
O her

Total revenues

EXPENDI TURES
Cur r ent
Security of persons and
property
Publ i c health services
Leisure tinme activities
Conmuni ty Envi ronnent
Transportation
General gover nnent
Capital outlay

Debt service
Principal retirenment
Interest and fiscal charges
Total expenditures

EXCESS OF REVENUES OVER <UNDER>
EXPENDI TURES

OTHER FI NANCI NG SOURCES <USES>
Proceeds from sal e of notes
Proceeds fromsale of fixed

assets
Operating transfers - in
Qperating transfers - out
Total other financing
sour ces <uses>

EXCESS OF REVENUES AND OTHER
FI NANCI NG SOURCES OVER <UNDER>
EXPENDI TURES AND OTHER
FI NANCI NG USES

FUND BALANCES AT JANUARY 1, 2001

FUND BALANCES AT DECEMBER 31, 2001

The acconpanyi ng not es

GENERAL FUND

31, 2001

BUDGET AND ACTUAL (BUDGCET BASIS)

Vari ance
Revi sed Favor abl e Revi sed
Budget Actual <Unfavorabl e> Budget
$ 113,300 $ 119,658 $ 6,358 $ 512,423
159, 269 185, 429 26, 160 317, 239
- - - 237, 749
- 43,512 43,512 220, 206
37,080 107, 978 70, 898 4,000
4,500 15, 708 11, 208 5, 750
- 37,693 37,693 15, 411
314, 149 509, 978 195, 829 1,312,778
. - - 839, 514
- - - 11, 407
- - - 65, 030
- - - 269, 946
. - - 144, 343
383, 769 371, 643 12,126 -
182, 827 177, 703 5,124 306, 296
65, 000 65, 000 - 17, 500
3,053 3,052 1 3,825
634, 649 617, 398 17, 251 1, 657, 861
<320, 500> <107, 420> 213, 080 <345, 083>
229,634 358, 200 128, 566 -
- - - 64, 300
<68, 175> <67, 175> 1, 000 <31, 000>
161, 459 291, 025 129, 566 33, 300
<159, 041> 183, 605 342, 646 <311, 783>
172,561 172,561 - 449, 957
$_ 13,520 $_ 356,166 $ 342,646 $_ 138,174
are an integral part of this statenent.
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SPECI AL REVENUE FUNDS CAPI TAL PRQJECT FUND EXPENDABLE TRUST FUND

Vari ance Vari ance Vari ance
Favor abl e Revi sed Favor abl e Revi sed Favor abl e

Act ual <Unf avor abl e> Budget Act ual <Unf avor abl e> Budget Act ual <Unf avor abl e>
$ 553,796 $ 41,373 $136,277 $ 149,673 $ 13,396 $ 18,200 $ 18,978 $ 778

385, 835 68, 596 - 18, 867 18, 867 4,020 2,473 <1, 547>
243, 911 6, 162 - - - - - -
330, 389 110, 183 - - - - - -
4,900 900 - - - - - -

16, 266 10, 516 1, 000 2,189 1,189 1, 319 176 <1, 143>
26, 359 10, 948 - 257 257 - - -

1, 561, 456 248,678 137,277 170, 986 33, 709 23,539 21, 627 <1, 912>
830, 818 8, 696 - - - 54, 559 53, 424 1,135
10, 407 1, 000 - - - - - -
63, 480 1, 550 - - - - - -
267, 823 2,123 - - - - - -
139, 922 4,421 57, 741 56, 760 981 - - -
177, 458 128, 838 28,115 28,114 1 - - -
17, 500 - 51, 250 51, 250 - - - -
3,824 1 8,470 8,468 2 - - -
1, 511, 232 146, 629 145,576 144, 592 984 54, 559 53, 424 1, 135

50, 224 395, 307 <8, 299> 26, 394 34, 693 <31, 020> <31, 797> <777>
269 269 - - - - - -
64, 300 - - - - 31, 000 31, 000 -
<31, 000> - - - - - - -
33, 569 269 - - - 31, 000 31, 000 -

83, 793 395, 576 <8, 299> 26, 394 34, 693 <20> <797> <777>
449, 957 - 25, 626 25, 626 - 1, 953 1, 953 -

$ 533,750 % 395,576 $_ 17,327 % 52,020 $ 34,693 $ 1,933 $ 1,156 $ <777>
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Cty of Union, Ohio - Montgonery County
COVBI NED STATEMENT OF REVENUES, EXPENSES AND
CHANGES | N RETAI NED EARNI NGS
ALL PROPRI ETARY FUND TYPES

Year Ended Decenber 31, 2001

Enterprise

Funds
Operating revenues
Charges for services $ 937, 934
Tap-in-fees 61, 800
O her 62, 922
Total operating revenues 1, 062 656
Oper ati ng expenses
Per sonal services 394, 803
Contractual services 343, 152
Supplies and nmaterials 54,912
Depr eci ati on 300, 217
Total operating expenses 1,093,084
Operating | oss <30, 428>
Non- operati ng revenues <expenses>
O her financing sources
| nt er est 17, 269
G ants 9, 257
Gain on disposal of fixed assets 751
Interest and fiscal charges <36, 342>
Total non-operating revenues <expenses> <9, 065>
Net | oss before operating transfers <39, 493>
Qperating transfers - in 40, 947
Qperating transfers - out <122,191>
Net | oss <120, 737>
Depreci ation on contributed fixed assets 143, 377
I ncrease in retai ned earnings 22,640
Ret ai ned earnings at January 1, 2001 2,776, 364
Ret ai ned earnings at Decenber 31, 2001 $2, 799, 004

The acconpanying notes are an integral part of this statenent.
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Cty of Union, Ohio - Montgonery County

COMBI NED STATEMENT OF REVENUES, EXPENSES AND
CHANGES | N FUND EQUI TY - BUDGET AND ACTUAL (BUDGET BASIS)

ALL PROPRI ETARY FUND TYPES
Year Ended Decenber 31, 2001

ENTERPRI SE_FUNDS

Vari ance
Revi sed Favor abl e
Budget Act ual <Unf avor abl e>
Revenues
Charges for services $ 732,678 $ 953,388 $ 220,710
Tap-in-fees 48, 000 61, 800 13, 800
O her 9, 507 62, 922 53,415
| nt er est 7, 853 17, 269 9,416
Proceeds from sal e of
not es 264, 500 264, 600 100
G ants 89, 219 98, 511 9, 292
Total revenues 1,151,757 1,458, 490 306, 733
Expenses
Per sonal services 396, 662 387, 426 9, 236
Contractual services 279, 220 291, 372 <12, 152>
Mat erial s and supplies 58, 255 52, 614 5,641
Capi tal outlay 331,173 294, 525 36, 648
Debt service
Principal retirenent 388, 650 388, 650 -
I nterest and fi scal
char ges 32, 097 32,094 3
Tot al expenses 1,486, 057 1, 446, 681 39, 376
Excess of revenues over
<under > expenses before
operating transfer <334, 300> 11, 809 346, 109
Transfer - in - 2,875 2,875
Excess of revenues over
<under > expenses <334, 300> 14, 684 348, 984
Fund equity at
January 1, 2001 506, 877 506, 876 -
Fund equity at
Decenber 31, 2001 $_ 172,577 $_ 521, 560 $_348, 984

The acconpanying notes are an integral part of this statenent.
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Cty of Union, Ohio - Montgonery County
COMBI NED STATEMENT OF CASH FLOWS

ALL PROPRI ETARY FUND TYPES
Year Ended Decenber 31, 2001

CASH FLOWS FROM OPERATI NG ACTI VI TI ES

Enterpri se

Cash received from custoners $1, 078, 110
Cash paynents to enpl oyees for services

and benefits <387, 426>
Cash paynments to suppliers for goods

and services <389, 190>

NET CASH PROVI DED BY OPERATI NG ACTI VI TI ES 301, 494
CASH FLOANS FROM NONCAPI TAL FI NANCI NG ACTIVITI ES

Qperating transfer - in 40, 947

Qperating transfer — out

NET CASH FLOAS PROVI DED BY NONCAPI TAL

<122, 191>

FI NANCI NG ACTI VI TI ES <81, 244>
CASH FLONS FROM CAPI TAL AND RELATED FI NANCI NG
ACTI VI TI ES
Acqui sition of capital assets <138, 409>
Proceeds from state grant 9, 257
Proceeds from sale of notes 366, 600
Principal paid on notes payable <332, 400>
I nterest paid on notes payabl e <17,071>
Principal paid on general obligation
bonds payabl e <65, 000>
Interest paid on general obligation
bonds payabl e <16, 935>
Principal paid on capital |ease obligation <24, 225>

Interest paid on capital |ease obligation

NET CASH USED | N CAPI TAL AND RELATED

<4, 652>

FI NANCI NG ACTI VI TI ES <222, 835>
NET CASH PROVI DED BY | NVESTI NG ACTI VI TI ES —

I nterest and di vidends on investnents 17, 269
NET | NCREASE | N CASH AND CASH EQUI VALENTS 14, 684
CASH AND CASH EQUI VALENTS JANUARY 1, 2001 506, 876
CASH AND CASH EQUI VALENTS DECEMBER 31, 2001 $_ 521, 560
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Cty of Union, Ohio - Montgonery County

COMVBI NED STATEMENT OF CASH FLOWS ( CONTI NUED)
ALL PROPRI ETARY FUND TYPES

Year Ended Decenber 31, 2001

Enterpri se

RECONCI LI ATI ON OF OPERATI NG | NCOVE TO
NET CASH PROVI DED BY OPERATI NG ACTI VI TI ES
Qperating | oss $ <30, 428>
Adjustnents to reconcil e operating incone
to net cash provided by operating activities

Depr eci ati on 300, 217
Changes in assets and liabilities

Decrease in accounts receivable 15, 454
Increase in prepaid itens <734>
| ncrease in accounts payabl e 9, 608
I ncrease in accrued sal aries 373
I ncrease in intergovernnmental payable 1, 144
| ncrease in conpensat ed absences payabl e 5, 860

Net cash provi ded by operating
activities $_ 301,494

NONCASH CAPI TAL FI NANCI NG ACTI VI TI ES

Devel opers contributed water |lines, sewer lines in the anmount of
$391, 221 and $375, 318, respectively.

The acconpanying notes are an integral part of this statenent.
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Cty of Union, Ohio - Montgonery County
NOTES TO THE CGENERAL PURPOSE FI NANCI AL STATEMENTS
Decenber 31, 2001

NOTE A - REPORTI NG ENTITY AND BASI S OF PRESENTATI ON

The Gty of Union (the "Gty") is a charter nmuni ci pal
corporation operating under the laws of the State of Chio. The
City was incorporated on July 15, 1907. A charter was first
adopt ed on Novenber 3, 1981

The nmuni ci pal governnent provided by the charter is known as a
Mayor - Counci | - Manager form of governnent. Legislative power is
vested in a seven-nenber council, each elected to four year
terms. The council appoints the Cty Manager. The City
Manager is the chief executive officer and the head of the

adm ni strative agencies of the Cty. He appoints al

depart nent heads and enpl oyees, except as otherw se provided in
the charter.

1. REPORTING ENTITY

The reporting entity is conprised of the primary governnent,
conponent units and other organi zations that are included to
ensure that the financial statements of the City are not

m sl eadi ng.

The primary governnment consists of all funds and departnents
whi ch provide various services including police protection,
rescue squad, parks and recreation, planning, zoning, street
mai nt enance and repair, community devel opnent, public health
and wel fare, water, sewer and refuse collection. Council and
the Gty Manager are directly responsible for these activities.

Conmponent units are legally separate organizations for which
the Gty is financially accountable. The Gty is financially
accountable for an organization if the Gty appoints a voting
majority of the organization's governing body and (1) the Gty
is able to significantly influence the progranms or services
performed or provided by the organization; or (2) the Gty is
legally entitled to or can otherw se access the organi zation's
resources; the City is legally obligated or has ot herw se
assuned the responsibility to finance the deficits of, or

provi de financial support to, the organization; or the Cty is
obligated for the debt of the organization. Conponent units
may al so include organizations for which the Gty approves the
budget, the issuance of debt or the |evying of taxes.

18



Cty of Union, Ohio - Montgonery County
NOTES TO THE GENERAL PURPOSE FI NANCI AL STATEMENTS ( CONTI NUED)
Decenber 31, 2001

NOTE A - REPORTI NG ENTITY AND BASI S OF PRESENTATI ON ( CONTI NUED)

1. REPORTI NG ENTITY ( CONTI NUED)

The foll ow ng potential conponent unit has been excluded from
the Gty's financial statenents because the Gty is not
financially accountable for it nor is the entity fiscally
dependent on the City:

The Union El enentary School is a distinct political

subdi vision of the State of Chio operated under the
direction of an el ected school board which possesses its
own budgeting and taxing authority and which is not
fiscally dependent on the City.

2. BASIS OF PRESENTATI ON - FUND ACCOUNTI NG

The City uses funds and account groups to report on its
financial position and the results of its operations. Fund
accounting is designed to denonstrate | egal conpliance and to
aid financial managenment by segregating transactions related to
certain Gty functions or activities.

A fund is defined as a fiscal and accounting entity with a

sel f - bal anci ng set of accounts recording cash and ot her
financial resources, together with all related liabilities and
residual equities or balances, and changes therein, which are
segregated for the purpose of carrying on specific activities
or attaining certain objectives in accordance with speci al

regul ations, restrictions or limtations. An account group is
a financial reporting device designed to provide accountability
for certain assets and liabilities that are not recorded in the
fund because they do not directly affect net expendable
avai |l abl e financi al resources.

For financial statenent presentation purposes, the various
funds of the Gty are grouped into the follow ng fund types
under the fund categories governnental, proprietary and
fiduciary.

3. GOVERNVMVENTAL FUND TYPES

Governnmental funds are those through which nost governnenta
functions typically are financed. The acquisition, use and
bal ances of the City's expendabl e financial resources and the
related current liabilities (except those accounted for in

19



Cty of Union, Ohio - Montgonery County

NOTES TO THE GENERAL PURPOSE FI NANCI AL STATEMENTS ( CONTI NUED)

December 31, 2001

NOTE A - REPORTI NG ENTITY AND BASI S OF PRESENTATI ON ( CONTI NUED)

3.

GOVERNVENTAL FUND TYPES ( CONTI NUED)

proprietary funds) are accounted for through governnental
funds. The followng are the CGty's governnental fund types:

4.

a. 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

bal ance is available to the City for any purpose provided
it is expended or transferred according to the general |aws
of Chio and the Charter of the Cty.

b. Special Revenue Funds

These funds are established to account for the proceeds of
specific revenue sources (other than anmpbunts relating to
expendabl e trusts or major capital projects) that are
legally restricted to expenditures for specific purposes.

c. 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 and trust funds).

PROPRI ETARY FUND TYPES

The proprietary funds are used to account for the Cty's
ongoing activities that are simlar to those found in the
private sector. The followng are the City's proprietary fund

t ypes:

a. Ent erpri se Funds

These funds are used to account for operations that are
financed and operated in a manner simlar to private

busi ness enterprises where the intent is that costs
(expenses, including depreciation) of providing services to
t he general public on a continuing basis be recovered or
financed primarily through user charges or where it has
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NOTE A — REPORTI NG ENTITY AND BASI S OF PRESENTATI ON ((CONTI NUED)

4. PROPRI ETARY FUND TYPES ( CONTI NUED)

a. Enterprise Funds (CONTI NUED)

been decided that a periodic determ nation of revenues earned,
expenses incurred, and/or net incone is appropriate for capital
mai nt enance, public policy, managenment control, accountability
or other purposes.

5.  FI DUCI ARY FUNDS

Fi duciary funds are used to account for assets the City holds in a
trustee capacity or as an agent for individuals, private

organi zati ons, other governnents and other funds. The City's
fiduciary funds include an expendable trust fund. Expendable trust
funds are accounted for in essentially the sane manner as
government al funds.

6. ACCOUNT GROUPS

To make a clear distinction between fixed assets related to specific
funds and those of general governnent, and between | ong-term
liabilities related to specific funds and those of a general nature,
the foll owi ng account groups are used:

a. General Fixed Assets Account G oup

This account group is used to account for all general fixed
assets of the City other than those accounted for in proprietary
or trust funds.

b. General Long-Term Obligations Account G oup

This account group is used to account for all unmatured general
| ong-term i ndebt edness of the City that is not a specific
liability of the proprietary funds or trust funds, including
speci al assessnent debt for which the City is obligated in sone
manner .

NOTE B - SUMVARY OF SI GNI FI CANT ACCOUNTI NG POLI CI ES

The significant accounting policies followed in the preparation of
these financial statenents are summari zed bel ow. These policies
conformto generally accepted accounting principles
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NOTE B - SUMVARY OF SI GNI FI CANT ACCOUNTI NG POLI O ES

for local governmental units as prescribed in the statenents
i ssued by the Governnental Accounting Standards Board and ot her
recogni zed authoritative sources.

1. MEASUREMENT FOCUS AND BASI S OF ACCOUNTI NG

Pursuant to GASB Statenment No. 20: Accounting and Fi nanci al
Reporting for Proprietary Funds and Other Governnental Entities
that use Proprietary Fund Accounting, the Gty foll ows GASB

gui dance as applicable to proprietary funds and Fi nanci al
Accounting Standards Board Statenments and | nterpretations,
Accounting Principles Board Opinions and Accounting Research
Bul l etins issued on or before Novenber 30, 1989 that do not
conflict wwth or contradi ct GASB pronouncenents.

The accounting and reporting treatnment applied to a fund is
determ ned by its nmeasurenent focus. Al governnental fund
types and expendabl e trust funds are accounted for using a flow
of current financial resources neasurenment focus. Wth this
measurenent focus, only current assets and current liabilities
are generally included on the bal ance sheet. Operating
statenents of these funds present increases (i.e., revenues and
ot her financing sources) and decreases (i.e., expenditures and
ot her financing uses) in net current assets.

Al proprietary funds are accounted for on a flow of economc
resources neasurenent focus. Wth this neasurenent focus, al
assets and all liabilities associated with the operation of

t hese funds are included on the bal ance sheet. Fund equity
(i.e., net total assets) is segregated into contributed capital
and retai ned earnings conponents. Proprietary fund type
operating statenents present increases (e.g., revenues) and
decreases (e.g., expenses) in net total assets.

Basis of accounting refers to the tine when revenues and
expenditures or expenses are recognized in the accounts and
reported in the financial statenents. Basis of accounting
relates to the timng of the neasurenents nade.

Al'l governmental fund types, expendable trust funds and agency
funds are accounted for using the nodified accrual basis of
accounting. Under this basis, revenues are recognized in the
accounting period when they becone both neasurabl e and
avai |l abl e. Measurabl e neans the anount of the transaction can
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1. MEASUREMENT FOCUS AND BASI S OF ACCOUNTI NG ( CONTI NUED)

be determ ned and avail abl e nmeans collectible within the
current fiscal year or soon enough thereafter to be used to pay
l[iabilities of the current year. The available period is
thirty-one days after year-end.

I n applying the susceptible to accrual concept under the
nodi fi ed accrual basis, the follow ng revenue sources are
deened both neasurabl e and avail able: investnent earnings,
state-levied locally shared taxes (including gasoline tax),
fines, and |icenses and permts.

The City reports deferred revenues in its conbined bal ance
sheet. Deferred revenues arise when a potential revenue does
not nmeet both the neasurable and available criteria for
recognition in the current period. |In the subsequent period,
when both revenue recognition criteria are nmet, the liability
for deferred revenue is renoved fromthe conbi ned bal ance sheet
and revenue is recogni zed. Current and delinquent property

t axes neasurabl e as of Decenber 31, 2001, whose availability is
i ndeterm nate and which are not intended to finance current
period obligations, have been recorded as a receivable and
deferred revenue. Levied special assessnents are neasurabl e,
and have been recorded as a receivable. Since all assessnents
are due outside the available period, the entire anmpbunt has
been deferred.

The neasurenent focus of governnental fund accounting is on
decreases in net financial resources (expenditures) rather than
expenses. Expenditures are generally recognized in the
accounting period in which the related fund liability is
incurred, if neasurable. Principal and interest on general

| ong-term debt are recorded as fund liabilities when due or
when anounts have been accunul ated in the debt service fund for
paynments to be nmade early in the follow ng year, and under GASB
16 the cost of accumul ated unpai d vacation and sick | eave are
reported as fund liabilities in the period in which they wll
be liquidated with available financial resources rather than in
the period earned by enployees. Allocations of cost, such as
depreci ation and anortization, are not recognized in the

gover nnent al funds.
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1. MEASUREMENT FOCUS AND BASI S OF ACCOUNTI NG ( CONTI NUED)

The accrual basis of accounting is utilized for reporting
pur poses by the proprietary funds. Revenues are recogni zed
when they are earned and becone neasurabl e, and expenses are
recogni zed when incurred if measurable. Unbilled service
charges receivable are recogni zed as revenue at year end.

2. BUDGETARY PROCESS

The budgetary process is prescribed by provisions of the Chio
Revi sed Code and entails the preparation of budgetary docunents
within an established tinetable. The major docunents prepared
are the tax budget, the certificate of estimted resources, and
t he appropriation ordinance, all of which are prepared on the
budgetary basis of accounting. The certificate of estinmated
resources and the appropriations ordi nance are subject to
anendnent throughout the year with the legal restriction that
appropriations cannot exceed estimated resources, as certified.
Al funds, other than agency funds, are legally required to be
budget ed and appropriated. The primary |evel of budgetary
control is at the object |evel (personal services and ot her
expenditures) within each departnent. Budgetary nodifications
may only be made by resolution of the Gty Council.

3. TAX BUDGET

A tax budget of estimated revenues and expenditures for all
budgeted funds is submtted to the County Auditor, as Secretary
of the County Budget Conm ssion, by July 20 of each year, for
the period January 1 to Decenber 31 of the follow ng year.

4. ESTI MATED RESOURCES

The County Budget Conmi ssion determnes if the budget
substantiates a need to levy all or part of previously

aut hori zed taxes and revises estimated revenues. The

comm ssion certifies its actions to the City by Septenber 1.
As part of this certification, the City receives the official
certificate of estinmated resources, which states the projected
revenue of each fund. Prior to Decenber 31, the City nust
revise its budget so that the total contenpl ated expenditures
fromany fund during the ensuing fiscal year will not exceed

t he anbunt available as stated in the certificate of estimted
resources. The revised budget then serves as the basis for the
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4. ESTI MATED RESOURCES ( CONTI NUED)

annual appropriation ordinance. On or about January 1, the
certificate of estinmated resources is anended to include
unencunbered fund bal ances at Decenber 31 of the preceding
year. The certificate may be further amended during the year
if the fiscal officer determnes that the revenue collected is
greater or less than the current estinmates. The anounts
reported on the budgetary statenents reflect the anmounts in the
final amended official certificate of estimted resources

i ssued during 2001.

5.  APPROPRI ATI ONS

A tenporary appropriation neasure to control expenditures may
be passed on or about January 1 of each year for the period
fromJanuary 1 to March 31. The annual appropriation ordi nance
must be passed by April 1 of each year for the period January 1
to Decenber 31. The appropriation ordi nance generally controls
t he spending authority at the fund, departnment and object

| evel. The appropriation ordinance may be anmended during the
year as new i nformation becones avail able, provided that total
fund appropriations do not exceed current estimated resources,
as certified. The allocation of appropriations anong
departnents and objects wthin a fund may be nodified during
the year only by an ordi nance of Council. During the year

suppl enental appropriation nmeasures were legally passed. The
budget figures which appear in the statenents of budgetary
conpari sons represent the final appropriation anounts,

i ncluding all amendnents and nodifications.

6. ENCUMBRANCES

As part of formal budgetary control, purchase orders, contracts
and other commtnents for the expenditures of nonies are
recorded as the equival ent of expenditures on the non- GAAP
budgetary basis in order to reserve that portion of the
appl i cabl e appropriation and to determ ne and nai ntain | egal
conpliance. The Chio Revised Code prohibits expenditures plus
encunbrances from exceedi ng appropriations. On the GAAP basi s,
encunbrances outstanding at year-end are reported as
reservations of fund bal ances for subsequent-year expenditure
for governnental funds and reported in the notes to the
financial statenents for proprietary funds.
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7. LAPSI NG OF APPROPRI ATl ONS

Al l encunbrances | apse at the close of each year and nust be
re-appropriated. At the close of each year, the unencunbered
bal ance of each appropriation reverts to the respective fund
fromwhich it was appropriated and beconmes subject to future
appropriations. The encunbered appropriation balance is
carried forward to the succeeding fiscal year and need not be
r eappropri at ed.

8. CASH AND CASH EQUI VALENTS

Cash bal ances of the Cty's funds, except cash held by fiscal
agent, are pooled and invested in short-terminvestnents in
order to provide inproved cash managenent. Individual fund
integrity is maintained through Gty records. Each fund's
interest in the pooled bank account is presented on the bal ance
sheet as "Equity in Pooled Cash and Cash Equi val ents" on the
conbi ned bal ance sheet. |Investnents are stated at cost which
approxi mates fair value. For purposes of the conbined
statenent of cash flows and for presentation on the conbi ned
bal ance sheet, investnents with original maturities of three
mont hs or | ess and investnents of the cash nanagenent pool are

considered to be cash equivalents. Interest incone is
distributed to the funds according to charter and statutory
requi renents. Interest revenue earned during 2001 anounted to
$51, 506.

9. SUPPLI ES | NVENTORY

| nventories of governnmental funds are stated at cost while
inventories of proprietary funds are stated at the | ower of
cost or market. For all funds, cost is determined on a first-
in, first-out basis. The costs of inventory itens are recorded
as expenditures in the governnental fund types when purchased
and as expenses in the proprietary fund types when used.
Reported supplies inventory is equally offset by a fund bal ance
reserve in the governnental funds which indicates that it does
not constitute avail abl e spendabl e resources even though it is
a conponent of net current assets.
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10. FI XED ASSETS AND DEPRECI ATI ON

The fixed asset values were initially determ ned at Decenber

31, 1993 assigning original acquisition costs when such
informati on was available. [In cases where information
supporting original costs was not avail able, estinmated

hi storical costs were developed. For certain fixed assets, the
estimates were determ ned by indexing estimated current costs
back to the estimted year of acquisition. Donated fixed
assets are capitalized at fair value on the date donat ed.

CGeneral Fi xed Assets

CGeneral fixed assets (fixed assets used in governnental fund
type operations) are not capitalized in the funds used to
acquire or construct them |Instead, capital acquisition and
construction are reflected as expenditures in governnental
funds, and the related assets are reported in the general fixed
assets account group. Assets in the general fixed assets
account group are not depreci ated. The costs of nornal

mai nt enance and repairs that do not add to the val ue of the
asset or materially extend asset lives are not capitalized.

| mprovenents which extend the useful life or increase the
capacity or operating efficiency are capitalized at cost in the
general fixed assets account group.

Public domain (infrastructure) general fixed assets consisting
of roads, bridges, curbs and gutters, streets and sidewal ks,
drai nage systens, and |lighting systens are not capitalized or
reported, as these assets are immovabl e and of value only to

t he gover nnent.

Proprietary Fund Fi xed Assets

Fi xed assets associated with the enterprise funds are accounted
for in those funds. Depreciation is calculated using the
straight-line nethod over the assets estimted useful life.

The assets of the enterprise funds are depreciated on the
foll ow ng basi s:
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10. PROPRI ETARY FUND FI XED ASSETS ( CONTI NUED)

Bui | di ngs 45 years
Land | nprovenents other than

Bui | di ngs 45 years
Equi prent 6 - 15 years
Vehi cl es 6 years

| nfrastructure
Sewer Lines, Water Lines and
St orm Sewer s 45 years

11. COMPENSATED ABSENCES

The Gty has inplenmented Governnmental Accounting Standards
Board Statenment No. 16 "Accounting for Conpensated Absences”
Vacation | eave accumul ated by enpl oyees is accrued as a
l[iability as the benefits are earned when both of these
conditions are net:

a. The enployees' rights to receive conpensation are
attributable to services already rendered.

b. It is probable that the enployer will conpensate the
enpl oyees for the benefits through paid tinme off or sone
ot her neans, such as cash paynents at term nation or
retirenent.

Aliability for sick |eave is accrued using the vesting nethod
whi ch states that the Gty wll estimate its liability based on
sick | eave accunul ated at the bal ance sheet date by those

enpl oyees who currently are eligible to receive term nation
paynments as specified by the retirenment systemas well as other
enpl oyees who are expected to becone eligible in the future to
recei ve such paynents. The anmount is based on accumul ated sick
| eave and enpl oyees' wage rates at year end, taking into
consideration any limts specified inthe Cty's termnation

policy.

For governnmental funds, the Cty records a liability for
accunul ated, unpaid vacation and sick |eave for eligible

enpl oyees in the period in which the enpl oyee becones eligible
to receive paynent. The current portion of unpaid conpensated
absences is the anmount expected to be paid using expendable
avai l abl e resources. This anmount is recorded as a fund
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11. COVPENSATED ABSENCES ( CONTI NUED)

l[tability, while the balance of the liability is recorded in
the general |ong-termobligations account group.

In proprietary funds, conpensated absences are expensed when
earned. The entire anount of unpaid conpensated absences is
reported as a fund liability.

12. CONTRI BUTED CAPI TAL

Contributed capital represents resources from other funds,
federal and state grants, other governnents, and private
sources provided to the Cty's proprietary funds which are not
subj ect to repaynent.

Because the Cty, prior to 1993, had not prepared its financial
statenments in accordance with generally accepted accounting
principles, the exact amount of contributed capital pertaining
to years prior to 1993 cannot be determ ned. Only those
anmounts that could be specifically identified have been
classified as contributed capital in the acconpanyi ng general
pur pose financial statenents.

13. RESERVATI ONS AND DESI GNATI ON OF FUND EQUI TY

Reservations of fund bal ances are established to identify the
exi stence of assets that, because of their non-nonetary nature
or lack of liquidity, represent financial resources not

avail abl e for current appropriation or expenditure or the
portion of fund balance that is legally segregated for a
specific future use. Fund bal ances have been reserved for
supplies inventory.

14. | NTERGOVERNMVENTAL REVENUES

I n governnmental funds, grants awarded on a non-rei nbur senent
basi s, shared revenues, and entitlenents are recorded as

i nt ergovernnental receivabl es and revenues when neasurabl e and
avai |l able. Reinbursable grants are recorded as

i nt ergovernnent al receivabl es and revenues when the rel ated
expendi tures are made.
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14. | NTERGOVERNMENTAL REVENUES ( CONTI NUED)

Grants received for proprietary fund operations are recognized
as revenues when neasurabl e and earned. Such resources
restricted for the construction of capital assets are recorded
as contributed capital.

15. | NTERFUND TRANSACTI ONS

Quasi -external transactions are accounted for as revenues,
expendi tures or expenses. Transactions that constitute

rei nbursenents to a fund for expenditures/expenses initially
made fromit that are properly applicable to another fund, are
recorded as expenditures/expenses in the reinbursing fund and
as reductions of expenditures/expenses in the fund that is

rei mbur sed.

All other interfund transactions, except quasi-external
transaction and rei nbursenents, are reported as transfers.
Nonrecurring or nonroutine permanent transfers of equity are
reported as residual equity transfers. The residual equity
transfers represent a one tine transfer of start up noney.

16. LONG TERM OBLI GATI ONS

Long-term debt is recognized as a liability of a governnental
fund when due, or when resources have been accunul ated for
paynent early in the follow ng year. For other |long-term
obligations, only that portion expected to be financed from
expendabl e avail abl e financial resources is reported as a fund
l[itability of a governnental fund. The remaining portion of
such obligations are reported in the general |ong-term

obl i gations account group. Long-termliabilities expected to
be financed fromproprietary fund operations are accounted for
in those funds.
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16. LONG TERM OBLI GATI ONS ( CONTI NUED)

Long-termliabilities are being repaid fromthe foll ow ng
f unds:

Qoligation Fund
| nt er gover nnent al Payabl e Pol i ce Pensi on Fund
Capital Lease (bligation Street Fund, Street Levy

Fund, State H ghway Fund,
Storm Wat er Fund, Sewer Fund
and Wat er Fund

Conmpensat ed Absences WIIl be paid by the fund
fromwhich the enpl oyees
salary is paid

General Obligation Bonds

Payabl e Sewer fund, Water fund,
Storm Water fund, Street
fund, and Street Levy fund.

17. USE OF ESTI MATES

The preparation of financial statenments in conformty with
general |y accepted accounting principles requires managenent to
make estimates and assunptions that affect certain reported
anounts and di scl osures. Accordingly, actual results could
differ fromthose estinates.

18. TOTAL COLUWNS ON GENERAL PURPOSE FI NANCI AL STATEMENTS

Total colums on the General Purpose Financial Statenents are
captioned "Menorandum Only" to indicate that they are presented
only to facilitate financial analysis. Data in these columms
do not present financial position, results of operations or
cash flows in conformty with generally accepted accounting
principles nor is such data conparable to a consolidation.
Interfund elimnations have not been made in the aggregation of
t hi s dat a.
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1. BUDGETARY BASI S OF ACCOUNTI NG

Wi le reporting financial position, results of operations, and
changes in fund bal ance on the basis of generally accepted
accounting principles (GAAP), the budgetary basis, as provided by
| aw, is based upon accounting for certain transactions on a basis
of cash receipts, disbursenents, appropriations and encunbrances.
The Ohi o Revi sed Code prohibits expenditures plus encunbrances
from exceedi ng appropriations.

The Conbi ned St atenent of Revenues, Expenditures, and Changes in
Fund Bal ances, Budget and Actual (Budget Basis), Al Governnental
Fund Types and the Conbi ned Statenent of Revenues, Expenses and
Changes in Fund Equity - Budget and Actual (Budget Basis), Al
Proprietary Fund Types are presented on the budgetary basis to
provi de a neani ngful conparison of actual results with the
budget. The major differences between the budget basis and GAAP
basis are that:

a. Revenues are recorded when received in cash (budget
basis) as opposed to when susceptible to accrual (GAAP
basi s) .

b. Expenditures/expenses are recorded when paid in cash
(budget basis) as opposed to when the liability is
i ncurred (GAAP basis).

c. Proceeds fromand principal paynents on short-termnote
obligations are reported on the operating statenent
(budget basis) rather than as bal ance sheet transactions
( GAAP basi s).

The adj ustnents necessary to convert the results of operations

for the year on the GAAP basis to the budget basis are as
fol |l ows:
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1. BUDGETARY BASI S OF ACCOUNTI NG ( CONTI NUED)

Excess (Deficiency) of Revenues and O her
Fi nanci ng Sources Over (Under) Expenditures
and O her Financing Uses

Gover nnental Fund Types and Expendabl e Trust Fund
Speci al Capi t al Expendabl e
CGener al Revenue Projects Tr ust
Fund Funds Funds Fund
GAAP Basi s $ 55,210 $ <7,081> % 26,513 % <797>
Revenue Accrual s <667> <8, 757> - -
Expendi ture Accrual s 399 <5, 635> <2, 429> -
Debt Princi pal
Paynment s <65, 000> <8, 750> - -
Capital outlays 34, 308 - - -
Debt Interest Paynments 2,155 <555> - -
Not e Proceeds 358, 200 - - -
Transfers <201, 000> 114,571 2,310 -
Budget Basi s $_183,605 $__ 83,793 $_26,394 $ <797>
Net | ncone/ Excess of Revenues Over <Under>
Expenses and Operating Transfers
Proprietary Fund Types
Enterprise
GAAP Basis (as reported) $ <120, 737>
Adj ust nent s
Revenue Accrual s 104, 708
Expense Accrual s 65, 703
Capital CQutl ay <294, 525>
Depr eci ati on 300, 217
Debt Principal Paynment <388, 650>
Not e Proceeds 264, 600
Transfers 84,119
Gain on disposal of Fixed assets <751>
Budget Basi s $_ 14,684
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NOTE D - DEPCSI TS AND | NVESTMENTS

1. POLICIES AND PROCEDURES

Moni es of substantially all funds of the Cty are naintained or
invested in a comon group of bank accounts and in short-term
investnments. This is done in order to maxim ze the rate of
interest that can be earned on invested funds. Interest incone
is distributed to the funds according to charter and statutory
requirenents.

The i nvestnent and deposit of Gty nonies are governed by the
provi sions of the Charter and Codified Odinances of the Cty
and the Chio Revised Code. |In accordance with these
provisions, only financial institutions |ocated in GChio and
primary security dealers are eligible to hold public deposits.
The provisions also permt the Cty to invest its nonies in
certificates of deposit, savings accounts, noney narket
accounts, the State Treasurer's investnent pool (STAR OH O and
obligations of the United States governnment or certain agencies
thereof. The Cty may also enter into repurchase agreenents
with any eligible depository for a period not exceeding five
years.

Publ i c depositories nust give security for all public funds on
deposit. According the Cty's Deposit and |Investnent Policy,
these institutions may either specifically collateralize

i ndi vi dual accounts in lieu of anmounts insured by the Federa
Deposit I nsurance Corporation (FDIC) or may pl edge a pool of
governnment securities the face value of which is at |least 110
percent of the total value of public nonies on deposit at the
I nstitution.

2. DEPGSITS

At year end, the carrying amount of the City's deposits were
$322,150 and the rel ated bank bal ance was $416,874. O the
bank bal ance, $100, 000 was covered by federal deposit insurance
and the renmai ni ng anounts were uni nsured and uncol | ateralized
as defined by GASB Statenment No. 3 because the securities held
as collateral by the financial institutions or their trust
departnents or agents were held in an investnents and
securities pool but not in the financial institution's nane.
As authorized by state statute, the pledgi ng bank has
established an investnent and securities pool to collateralize
all public deposits.
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3.

| N\VESTMENTS

GASB Statenent No. 3 "Deposits with Financial Institutions,

| nvest nents and Reverse Repurchase Agreenents" requires that the
Cty's investnments be classified in categories of risk.
Category 1 includes investnents that are insured or registered
or for which the securities are held by the Cty. Category 2
i ncl udes uninsured and unregi stered i nvestnent for which the
securities are held by the counterparty's trust departnent or
agent in the Cty's nane. Category 3 includes uninsured and
unregi stered investnents for which the securities are held by
the counterparty or by its trust departnment but not in the
Cty's nane. The City has no investnents which neet the
definition of category 1, 2 or 3 as defined in GASB No. 3 and,
accordingly, are reported herein as unclassified.

Carrying Fair
Val ue Val ue
Uncl assi fi ed
Star Chio $1,142, 501 $1, 142,501

The classification of cash and cash equival ents, and investnents
on the financial statenments is based on criteria set forth in
GASB Statenent No. 9. Cash equivalents are defined to include
investnments with original maturities of three nonths or |ess.

A reconciliation between classifications of cash and i nvestments
on the financial statenents and the classifications per GASB
Statenent No. 3 is as follows

Cash and Cash

Equi val ent s/

Deposits | nvest nent's
GASB St at enent 9 $1, 464, 651 $ -
| nvest nent s:
Star Ohio <1, 142,501> 1,142,501
GASB St at enent 3 $_ 322, 150 $1,142, 501
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NOTES TO THE GENERAL PURPOSE FI NANCI AL STATEMENTS ( CONTI NUED)
Decenber 31, 2001

NOTE E - PROPERTY TAXES

Property taxes include anounts | evied against all real, public
utility and tangi bl e personal property located in the Gty. Taxes
collected fromreal property taxes (other than public utility) in
one cal endar year are levied in the preceding cal endar year on the
assessed val ue as of January 1 of that preceding year, the lien
date. Assessed values are established by the County Auditor at 35
percent of appraised market value. All property is required to be
reval uated every six years. The last revaluation was conpleted in
1996. Real property taxes are payable annually or sem -annually.
The first paynent is due January 20, with the remai nder payabl e by
June 20.

Taxes col l ected on tangi bl e personal property (other than public
utility) in one calendar year are levied in the prior cal endar
year on assessed values |isted on Decenber 31 of the prior year,
and at tax rates determned in the preceding year. Tangible
personal property used in business (except for public utilities)
is currently assessed for ad val oremtaxation purposes at 25
percent of its true value. Anmounts paid by nmulti-county taxpayers
are due Septenber 20. Single county taxpayers nmay pay annually or
sem -annually. |If paid annually, paynent is due April 30; if paid
sem -annual ly, the first paynent is due April 30, with the

remai nder payabl e by Sept enber 20.

Public utility real and tangible personal property taxes collected
in one cal endar year are levied in the precedi ng cal endar year on
assessed val ues determ ned as of Decenber 31 of the second year
preceding the tax collection year, the lien date. Certain public
utility tangi bl e personal property currently is assessed at 88
percent of its true value; public utility real property is
assessed at 35 percent of true value. Public utility property
taxes are payable on the sanme dates as real property taxes

descri bed previously.
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Cty of Union, Chio - Montgonery County
NOTES TO THE GENERAL PURPOSE FI NANCI AL STATEMENTS ( CONTI NUED)
Decenber 31, 2001

NOTE E - PROPERTY TAXES ( CONTI NUED)

The County Treasurer collects property taxes on behalf of al
taxing districts in the County, including the Gty of Union.

The County Auditor periodically remts to the Gty its portion
of the taxes collected. The full tax rate for all Cty
operations for the year ended Decenber 31, 2001, was $16. 03 per
$1, 000 of assessed value. The assessed value of real and
tangi bl e personal property upon which 2001 property tax receipts
were based are as foll ows:

Real Property Tax Assessed
Val uat i on $63, 647, 700

Public Uility Tangible
Personal Property Assessed

Val uati on 1, 797, 440

Tangi bl e Personal Property
Assessed Val uation 2,544,217
$67, 989, 357

Property taxes receivable represent real and tangi bl e personal
property taxes, public utility taxes and outstandi ng

del i nquenci es which are neasurable as of Decenber 31, 2001.

Al t hough total property tax collections for the next fiscal year
are nmeasurabl e, anmounts to be received during the avail able
period are not subject to reasonable estimation at Decenber 31,
nor are they intended to finance 2001 operations. The
receivable is therefore offset by a credit to deferred revenue.

NOTE F - RECEI VABLES

Recei vabl es at Decenber 31, 2001, consisted of taxes,

i ntergovernnmental receivables arising formgrants, entitlenents
and shared revenues, special assessnents, interest on
investnments and utility accounts. All receivables are
considered fully collectible. Uility Accounts Receivabl e at
Decenber 31, 2001 were $80, 030.

A summary of intergovernnental receivables foll ows:
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NOTES TO THE GENERAL PURPOSE FI NANCI AL STATEMENTS ( CONTI NUED)
Decenber 31, 2001

NOTE F — RECEI VABLES ((CONTI NUED)

GENERAL FUND

Local government assistance $ 10, 387
Fi nes and forfeitures 774
Total general fund 11, 161
SPECI AL REVENUE FUNDS
State H ghway Fund
Gas tax 688
Mot or vehicle |icense tax 177
Street Mi ntenance and Repair Fund
Gas tax 8, 480
Mot or vehicle |icense tax 2,180
Perm ssi ve tax 2,545
Total special revenue funds 14,070
Total all funds $_ 25,231

By statute, |ocal property taxes are reduced 10% w th additional
reductions for the elderly and the disabled. The anount of these

reductions, estimated to be approximately $118,279, will be paid
to the Gty by the State of Chio in 2002.
NOTE G - FI XED ASSETS
General Fixed Assets
Changes in general fixed assets during the year ended
Decenber 31, 2001 were as foll ows:
Bal ance at Bal ance at
January 1, Decenber 31
2001 Additions Deletions 2001
Land $ 561,586 $ - $ - $ 561,586
Bui | di ngs 384, 525 1, 340 - 385, 865
Equi pnent 1, 387, 046 143, 730 39, 660 1,491,116
Construction
i n progress - 142, 635 - 142, 635
Total s $2, 333, 157 $_287,705 $_ 39, 660 $2, 581, 202
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Cty of Union, Chio - Montgonery County
NOTES TO THE GENERAL PURPOSE FI NANCI AL STATEMENTS ( CONTI NUED)
Decenber 31, 2001

NOTE H - DEFI NED BENEFI T PENS|I ON PLANS

Both the Police and Firenen's Disability Pension Fund and the
Publ i ¢ Enpl oyees Retirenment System are reported usi ng GASB
Statenment No. 27 "Accounting for Pensions by State and Local
Gover nnent al Enpl oyer s”

Substantially all Gty enployees are covered by one of two cost-
sharing nultipl e-enployer defined benefit pension plans, nanely,
the Police and Firenen's Disability Pension Fund or the Public
Enpl oyees Retirenent System of Chio (PERS). Both funds provide
retirement and disability benefits, annual cost of |iving

adj ustnents, and death benefits to plan nenbers and
beneficiaries.

Publi c Enpl oyees Retirenent System

Authority to establish and anmend benefits is provided by state
statute per Chapter 145 of the Ohio Revised Code. The Public
Enpl oyees Retirenment Systemissues a publicly available financial
report that includes financial statenents and required

suppl enentary information for the fund. Interested parties my
obtain a copy by making a witten request to 277 East Town
Street, Colunbus, Onhio 43215-4642, or by calling (614) 466-2085
or 1-800-222-PERS (7377).

The Chi o Revised Code provides statutory authority for enpl oyee
and enpl oyer contributions. The enployee contribution rate is
8.5% for enpl oyees other than | aw enforcenent. |n January 2001,
House Bill 416 divided the PERS | aw enforcenent programinto two
separate divisions with separate enpl oyee contribution rates and
benefits. The | aw enforcenent classification consist of Sheriff,
Deputy Sheriff and township police with an enpl oyee contri bution
rate of 10.1% All other nenbers of the PERS | aw enf or cenent
program were placed in a newWy nanmed public safety division and
continue to contribute 9% no enpl oyees of the city fit the new
PERS | aw enforcenent program The 2001 enpl oyer contribution
rate for |ocal governnment enployers units was 13.55% of city
payroll. The Cty's contributions to the plan for the years
endi ng Decenber 31, 1999, 2000, and 2001 were $88, 427, $78, 709
and $107,751. The anount paid by the Cty includes both the
enpl oyer's contribution as well as the enpl oyee's contribution
(pi ck-up) for certain enployees. The unpaid contribution for
2001 was $24,542 with $16,934 recorded in the general |ong-term
debt account group and the remai ning $7,608 recorded in the
respective enterprise funds.
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NOTE H - DEFI NED BENEFI T PENSI ON PLANS ( CONTI NUED)

Police and Firenen's Disability Pensi on Fund

The Gty of Union contributes to the Police and Firenen's
Disability and Pension Fund (PFDPF), a cost-sharing multiple-
enpl oyer defined benefit pension plan. PFDPF provides retirenent
and disability benefits, annual cost-of-Iliving adjustnents, and
death benefits to plan nenbers and beneficiaries. Benefit

provi sions are established by the Chio State Legislature and are
codified in Chapter 742 of the Ohio Revised Code. The Police and
Firemen's Disability Pension Fund issues a publicly avail able
financial report that includes financial statenents and required
suppl ementary information for the plan. Interested parties may
obtain a copy by making a witten request to 140 East Town
Street, Colunbus, Onhio 43215-5164, or by calling (614) 228-2975.

The Ohi o Revised Code provides statutory authority for enpl oyee
and enpl oyer contributions. Plan nenbers are required to
contribute 10.0% of their annual covered salary and the City
contributed 19.5% for Police enployees. The Cty contributions
to the plan for the years ended Decenber 31, 1999, 2000, and 2001
were $41, 050, $50,540 and $54,069. The City's contributions
include a full pick-up on the police chief. The unpaid
contribution for 2001 was $12,188 and is recorded as a |l ong-term
ltability in the general |ong-term debt account group.

NOTE | - POSTEMPLOYMENT BENEFI TS

1. PUBLI C EMPLOYEES RETI REMENT SYSTEM ( PERS)

The Public Enpl oyees Retirenment System of Chio provides
post enpl oynent health care coverage to age and service retirees
with ten or nore years of qualifying Ghio service credit.

Heal th care coverage for disability recipients and primary
survivor recipients is available. A portion of each enployer's
contribution to PERS is set aside for the funding of
postretirenment health care based on authority granted by State
statute. The enployer contribution rate was 13.55 percent; 4.3
percent was the portion that was used to fund health care for the
year 2001.
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NOTES TO THE GENERAL PURPOSE FI NANCI AL STATEMENTS ( CONTI NUED)
Decenber 31, 2001
NOTE | - POSTEMPLOYMENT BENEFI TS ( CONTI NUED)

1. PUBLIC EMPLOYEES RETI REMENT SYSTEM ( PERS) ( CONTI NUED)

O her postenpl oynent benefits are financed through enpl oyer
contributions and investnent earnings thereon. The
contributions allocated to retiree health care, along with

i nvestment incone on allocated assets and periodi ¢ adjustnents
in health care provisions are expected to be sufficient to
sustain the programindefinitely.

The City's actual contributions for 2001 which were used to fund
post enpl oynent benefits were $30, 191.

The actual contribution and the actuarially required
contributions anounts are the sane. As of Decenber 31, 2000,
the unaudited estimted net assets available for future other
post enpl oyment benefits paynents were $11, 735, 900, 000. The
nunber of benefit recipients eligible for other postenploynent
benefits at Decenber 31, 2001 was $411, 076.

2. POLICE AND FIREMEN S DI SABI LI TY AND PENSI ON FUND ( P&FDPF)

The Police and Firenen's Disability and Pensi on Fund provi des
post retirenment health care coverage to any person who

receives or is eligible to receive a nonthly benefit check or is
a spouse or eligible dependent child of such person. An eligible
dependent child is any child under the age of 18 whether or not
the child is attending school or under the age of 22 if
attending full-time or on a 2/3 basis. The Onhio Revised Code
provi des the authority allowi ng the System s board of trustees
to provide health care coverage and states that health care cost
paid fromthe Systemshall be included in the enployer's
contribution rate. The total police enployer contribution is
19.5 percent of covered payroll of which 7.5 percent was applied
to the postenpl oynent health care program The actuarially
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NOTES TO THE GENERAL PURPOSE FI NANCI AL STATEMENTS ( CONTI NUED)
Decenber 31, 2001

NOTE | - POSTEMPLOYMENT BENEFI TS ( CONTI NUED)

2. POLICE AND FIREMEN S DI SABI LI TY AND PENSI ON FUND ( P&FDPF)
(_(CONTI NUED)

accrued liability and the unfunded actuarial accrued
liability , based on the actuarial cost nethod used, were
$14, 364, 600, 000 and $2, 628, 700, 000. Health care fundi ng and
accounting is on a pay-as-you-go basis.

The nunber of participants eligible to receive health care
benefits was 12,853 for police. The Cty's actual
contributions for 2001 that were used to fund postenpl oynent
benefits were $18,873. The fund's total health care expenses
for the year ending Decenber 31, 2000 (the latest information
avai |l abl e) were $106, 160, 054, which was net of nenber
contributions of $5, 657, 431.

NOTE J - OTHER EMPLOYEE BENEFI TS

1. COMPENSATED ABSENCES

a. Accunul ated Unpai d Vacati on

City enpl oyees earn vacation |eave at varying rates
based upon length of service. |In the case of death or
retirement, an enployee (or his estate) is paid for his
unused vacation | eave. The total obligation for va-
cation accrual for the Gty as a whole anpunted to

$56, 293 at Decenber 31, 2001.

b. Accunul ated Unpaid Sick Leave

Al'l hourly enpl oyees earn 4.6 hours of sick | eave per
80 hours worked. All salaried enployees earn sick

| eave at the rate of 1.25 days per nonth. Upon quail -
fying to retire under one of the two pension systens an
enpl oyee who has unused accunul ated sick | eave of up to
60 days is eligible to be paid for a portion of these
hours. An enployee with between 10 and 20 years of
service will be paid at a rate of one day's pay for
every two days accrued. An enployee with over twenty
years of service shall receive one day's pay for each
day of accumul ated sick | eave. The total obligation
for sick |leave accrual for the Cty as a whol e as of
Decenber 31, 2001 was $67, 698.
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NOTES TO THE GENERAL PURPOSE FI NANCI AL STATEMENTS ( CONTI NUED)
Decenber 31, 2001

NOTE K - RI SK MANAGEMENT

The City is exposed to various risks of loss related to torts,
theft of, damage to, and destruction of assets, errors and

om ssions, injuries to enployees and natural disasters. During
2001 the City renewed their contract wth the Chi o Governnent

Ri sk Managenent Plan. This Plan does not operate as a risk
pool , but provides conventional insurance protection and
reinsures these coverages 100 percent. The type of coverage
and deductible for each is as foll ows:

Type of Coverage Per Qccurrence Deducti bl e
Ceneral Liability $3, 000, 000 no deducti bl e
Police Liability $3, 000, 000 $ 2,500
Errors and Om ssions $3, 000, 000 2,500

Aut onobi | e $3, 000, 000 1, 000
Property | nsurance $3, 243, 758 1, 000

| nl and Mari ne $ 698, 737 250
Fire Vehicle $ 495, 000 1, 000
Crinme $ 10, 000 100

EDP $ 25, 000 250

Settled clains have not exceeded commercial coverage in any of
the past five years.

The Gty joined a workers' conpensation group rating plan,
which allows | ocal governnments to group the experience of

enpl oyers for workers' conpensation rating purposes. The City
pays the State Wrkers' Conpensation System a prem um based on
a rate per $100 of sal ari es.

The City has el ected to provide enpl oyee nedi cal insurance
benefits through John Alden Life Insurance Conpany. The City
covers the enployee's prem unms and deducti bl es by budgeting
$72,000 each year for health insurance expenditures. This
nmoney i s set aside to cover each enployee's nonthly prem um and
deducti bl e of $2,500 after the enpl oyee pays the first $100.

| f the noney set aside is not depleted, the City places the
excess into a savings account. In 2001, the City made no
contribution to the savings account and the account has a

bal ance of $105,355. This anmobunt is reflected in the cash
bal ance of each fund based on the original contribution.

Dental benefits are also provided by the Cty.
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Decenber 31, 2001

NOTE L - CAPI TALI ZED LEASES- LESSEE DI SCLOSURE

The City entered into a | ease agreenent in 1999 for a VacCon
Sewer Cl eaner and in 2001 for a Kut Kwi ck Mower. The | eases
neet the criteria of capital |eases as defined by statenent of
financial accounting standards No. 13 “Accounting for Leases”,
whi ch defines a capital |ease generally as one which transfers
benefits and risks of ownership to the | essee.

Capital |ease paynents have been reclassified and are refl ected
as debt service in the Conbined Financial Statenents for the
Enterprise Fund Type. These expenditures are reflected as
contractual service expenses on a budgetary basis. The assets
have been capitalized as equipnent in the Sewer Fund for
$186,117. The city has borrowed $150,000 and $27,717 as a

| ease purchase and a liability has been recorded in the sewer
fund. Principal paynents in 2001 for The VacCon and Kut Kw ck
were $24, 225 and -0- respectively. Principal paynents for the
mower will begin in 2002.

The followng is a schedule of the future m ninum | ease
paynents required under the capital | eases and present val ue of
the m ni mum | ease paynents as of Decenber 31, 2001.

Capi t al

Lease
Decenber 31, Qoligation

2002 $ 35,232

2003 35, 235

2004 35, 233

2005 6, 356

2006 6, 355

Total M ni num Lease Paynents $118, 411
Less: Amount Representing |Interest <11, 294>

Present Val ue of M ni num Lease Payments $107, 117
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Decenber 31, 2001

NOTE M - SHORT- TERM OBLI GATI ONS

A sunmary of the short-termnote transactions for the year ended
Decenber 31, 2001 foll ows:

Bal ance Bal ance
January 1, Decenber 31,
Fund Type 2001 | ncrease Decrease 2001

General Fund
Martindale Rd 3.29% $ 65, 000 $ 58,200 $ 65,000 $ 58, 200

City building 3.29% 99, 000 99, 000
Total General Fund $_65, 000 $157, 200 $_65, 000 $157, 200
Speci al Revenue Fund

City Building — 3.29% $ - $.99,000 $ - $_99, 000
Enterpri se Fund

PhilI'i psburg — Union

Uility — 3.29% $164, 700 $108, 200 $164, 700 $108, 200

Water Line — 3.29% 167, 700 156, 400 167, 700 156, 400

City building — 3.29% - 102, 000 - 102, 000

Total Enterprise Fund $332, 400 $366, 600 $332, 400 $366, 600

The City classifies these notes as short-termbecause it is the Gty's
plan to renew these notes each year and to pay off a portion of the
princi pal each year.
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Decenmber 31, 2001

NOTE N - LONG TERM OBLI GATI ONS

The changes in the City's long-termobligations for the year consi st

of the follow ng:

GCeneral Long-Term oligation

Conpensat ed absences

Long-term note

| nt er gover nnent a
payabl e

Vari ous purpose
general obligation
bonds payabl e

Total general | ong-
term obl i gations

Ent er pri se Funds

Vari ous purpose gener al

obl i gati on bonds
payabl e

Capital |ease obligation

Total - Enterprise
Fund type

Bal ance Bal ance
January 1, Decenber 31
2001 | ncr ease Decr ease 2001

59,037 $ 8,951 $ - $ 67, 988

47,038 - 47,038 -

19, 151 9,971 - 29,122

318, 360 - 60, 000 258, 360

443,586 $_ 18,922 $_ 107,038 $_ 355,470

Bal ance Bal ance

January 1, Decenber 31
2001 | ncr ease Decr ease 2001

$ 341,640 $ - $ 65000 $ 276,640

103, 625 27,717 24,225 107,117

$_ 445,265 $.27,717 $_ 89,225 $_ 383, 757
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Cty of Union, Ohio - Montgonery County

NOTES TO THE GENERAL PURPOSE FI NANCI AL STATEMENTS ( CONTI NUED)

Decenber 31, 2001
NOTE N - LONG TERM OBLI GATI ONS ( CONTI NUED)
As of Decenber 31, 2001, the GCty's overall |egal debt margin (the

ability to issue additional amounts of general
was $6, 950, 151. Principal and interest
obl i gati ons outstandi ng at Decenber 31,

obl i gati on bonded debt)
requirenent to retire long-term
2001 are as foll ows:

Enterprise

CGener al CGener al

Year ol i gation ol i gation
Endi ng Bond Bond
2002 $ 70,801 $ 76,702
2003 70,771 76, 669
2004 70, 582 76, 463
2005 74, 256 77,052
Total Principal

and | nterest 286, 410 306, 886
Less I nterest 28, 050 30, 246
Total Principal

Qut st andi ng $258, 360 $276, 640

a7




Cty of Union, Ohio — Montgonery County
NOTES TO THE GENERAL PURPOSE FI NANCI AL STATEMENTS ( CONTI NUED)
DECEMBER 31, 2001

NOTE O - SEGVENT | NFORVATI ON

The City's enterprise funds account for the provision of pool, sewer, water
and stormwater services. Key financial information for the year ended
Decenber 31, 2001, for each enterprise fund is as foll ows:

Storm Sanitary Wat er -
Pool Wat er Sewer Wor ks
Fund Fund Fund Fund Tot al
Oper ati ng Revenues $ 10 $ 79,522 $ 575,466 $ 407,658 $1, 062, 656
Oper ati ng Expenses
Bef ore Depreci ation 6, 852 77,891 382, 690 325, 434 792, 867
Depr eci ati on Expense - 47,160 140, 394 112,663 300, 217
Operating | ncone
<Loss> <6, 842> <45, 529> 52, 382 <30, 439> <30, 428>
Net Non- Qperati ng
Revenues <Expenses> 347 9,916 <11,138> <8, 190> <9, 065>
Qperating Transfers 2,875 <17,592> <34, 252> <32, 275> <81, 244>

Net | nconme <Loss> $_<3,620>%__<53, 205> $ 6,992 $_ <70,904>$_<120, 737>

Current Contri buted

Capi t al $ - $_ 89,254 $_ 375,318 $_ 391,221 $_ 855, 793
Additions to Property,
Pl ant and Equi prent $ -$ 19,178 $_ 47,246 $_ 71,985 $_ 138, 409

Net Working Capital $__6,484 $_ 18,220 $_ 224,722 $_ <43, 346>$__ 206, 080

Total Assets $__ 6,484 $1,410,302 $3,962, 053 $3, 236, 218 $8, 615, 057

O her Long-Term
Liabilities Payabl e
from Revenue $ - $ 3,211 $_ 298,210 $_ 137,568 $_ 438, 989

Total Equity $__ 6,484 $1, 405,868 $3,488,584 $2,877,073 $7, 778, 009
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NOTE O - SEGVENT | NFORVATI ON ( CONTI NUED)

During 2000, contributed capital increased by the foll ow ng anounts:

Storm Sanitary
Wat er Sewer Wat er wor ks
Sour ce Fund Fund Fund Tot al

Contri buted capital
at January 1, 2001 $1, 235,427 $1,728,125 $1, 303,037 $4, 266, 589

Devel opers - 375, 318 391, 221 766, 539
| nt er gover nnent al 89, 254 - - 89, 254
Less depreciation <41, 634> <57, 278> <44, 465> _<143, 377>

Contri buted capital
at Decenber 31,
2001 $1, 283,047 $2,046,165 $1,649, 793 $4, 979, 005

NOTE P - FEDERAL AND STATE GRANTS

For the period January 1, 2001 to Decenber 31, 2001 the City
received federal and state grants for specific purposes that are
subj ect to review and audit by grantor agencies or their designee.
Such audits could lead to a request for reinbursenent to the grantor
agency for expenditures disallowed under the ternms of the grant.
Based on prior experience, the Gty believes such disallowance, if
any, would be immuaterial.
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Rot h & Conpany, CPA's
215 W National Road
Engl ewood, Chio 45322

Report of | ndependent Certified Public Accountants

Honor abl e Mayor, Menbers of the City
Council and City Manager
Cty of Union, Chio

We have audited the acconpanying general purpose financi al
statenents of the City of Union, Chio, as of and for the year
ended Decenber 31, 2002, as listed in the foregoing table of
contents. These general purpose financial statenments are the
responsibility of the City's nmanagenment. Qur responsibility is
to express an opi nion on these general purpose financial
statenments 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 Governnent
Audi ting Standards, issued by the Conptroller CGeneral of the
United States. Those standards require that we plan and perform
the audit to obtain reasonabl e assurance about whether the
general purpose financial statements are free of materi al

m sstatenment. An audit includes exam ning, on a test basis,

evi dence supporting the anounts and di sclosures in the general
pur pose financial statenments. An audit also includes assessing
t he accounting principles used and significant estimtes made by
managenent, as well as evaluating the overall general purpose
financial statenent presentation. W believe that our audit
provi des a reasonabl e basis for our opinion.

I n our opinion, the general purpose financial statenents referred
to above present fairly, in all nmaterial respects, the financial
position of the City of Union, Ohio, at Decenber 31, 2002 and the
results of its operations and cash flows of its proprietary fund
types for the year then ended in conformty wi th accounting
principles generally accepted in the United States of Anmerica.

I n accordance with Governnent Auditing Standards, we have al so

i ssued our report dated June 3, 2003, on our consideration of
City of Union's internal control over financial reporting and our
tests of its conpliance with certain provisions of |aws,

regul ations, contracts and grants. That report is an integral
part of an audit performed in accordance with Governnent Auditing
St andards and should be read in conjunction with this report in
considering the results of our audit.

Rot h & Conpany
Engl ewood, Ohio
June 3, 2003



Cty of Union, Onhio -

COMBI NED BALANCE SHEET
ALL FUND TYPES AND ACCOUNT GROUPS

Decenber 31, 2002

ASSETS AND OTHER DEBI TS
Asset s
Equity in pool ed cash and cash
equi val ent s
Recei vabl es
Taxes
Account s
Speci al assessnents
| nt ergover nnent al receivabl e
Prepaid itens
Supplies inventory

Fi xed assets
Land
Bui | di ngs
Equi prent
| nfrastructure

Less: Accunul ated depreciation
Net fixed assets

O her debits
Anmount to be provided for
retirement of general |ong-term
obl i gati ons

Total assets and other debits

Mont gonery County

GOVERNMENTAL FUND TYPES

CGener al Speci al Capita
Fund Revenue Proj ects
$131,527 $ 406,414 $ 37,277
148, 918 613, 395 206, 227

23,530 7, 987 -

- 297, 361 -

10, 323 14, 887 -
1, 756 6, 096 -
3,525 734 -

$ 319,579 $1,346,874 $_ 243,504




PROPRI ETARY  FI DUCI ARY

FUND TYPE FUND TYPE ACCOUNT  GROUPS
CGener al CGener al Tot al
Expendabl e Fi xed Long- Term  ( Menorandum
Ent er pri se Tr ust Asset s bl i gati ons Ol y)
$ 612, 006 $ 9,682 $ - % - $ 1,196, 906
- 23,723 - - 992, 263
88, 570 - - - 120, 087
- - - - 297, 361
- - - - 25, 210
3, 445 - - - 11, 297
6, 763 - - - 11, 022
- - 561, 586 - 561, 586
2,954, 336 - 932, 536 - 3, 886, 872
743, 216 - 1, 655, 938 - 2,399, 154
8,882, 536 - - - 8,882, 536
12, 580, 088 - 3, 150, 060 15, 730, 148
<4,532, 552> - - - <4,532, 552>
8,047, 536 - 3, 150, 060 - 11, 197, 596
- - - 291, 167 291, 167

$_8,758,320 $ 33,405 $3,150,060 $_291,167  $14, 142, 909




Cty of Union, Onhio -

Mont gonery County

COVBI NED BALANCE SHEET ( CONTI NUED)
ALL FUND TYPES AND ACCOUNT GROUPS

December

LIABI LI TIES, FUND EQUI TY AND OTHER

CREDI TS

Liabilities
Account s payabl e
Contracts payabl e
Accrued sal ari es payabl e
Accrued i nterest payable
| nt ergover nnent al payabl e
Deferred revenue
Conpensat ed absences payabl e
Not es payabl e

General Obligation Bonds Payabl e
Capital |ease obligation
Total liabilities

Fund equity and other credits
Contri buted capital
Less depreciation on fixed assets

Net contributed capital
| nvestment in general fixed assets
Ret ai ned ear ni ngs
Unr eser ved
Fund bal ances
Reserved for supplies inventory
Unr eser ved
Unr eser ved
Total fund equity and other credits

Total liabilities,
other credits

fund equity and

The acconpanyi ng notes are an integral

31, 2002

GOVERNMENTAL FUND TYPES

CGener al Speci al Capi t al

Fund Revenue Projects
$ 10,708 $ 5 176 $ 5, 264
- 22,130 -
1, 965 11, 688 -
980 3,611 -
856 19, 187 2,989
148, 918 910, 756 206, 227
- 908 -
142, 600 236, 400 -
306, 027 1, 209, 856 214, 480
3,525 734 -
10, 027 136, 284 29,024
13, 552 137,018 29,024
$ 319,579 $1,346,874 $ 243,504

part of this statenent.



PROPRI ETARY FI DUCI ARY
FUND TYPE FUND TYPE ACCOUNT GROUPS
Gener al Gener al Tot al
Expendabl e Fi xed Long- Term  ( Menorandum
Enterpri se Trust Asset s bl i gati ons Ol y)
$ 22,263 $ - - $ - 43, 411
- - - - 22,130
5,674 - - 19, 327
2,705 - - 7, 296
14, 517 - - 27, 986 65, 535
- 23,723 - 1, 289, 624
50, 038 - - 64, 821 115, 767
283, 500 - - - 662, 500
211, 640 - - 198, 360 410, 000
76, 776 - - - 76,776
667, 113 23,723 - 291, 167 2,712, 366
7,290, 726 - - - 7,290, 726
2,203, 366 - - - 2,203, 366
5, 087, 360 - - - 5, 087, 360
- - 3, 150, 060 - 3, 150, 060
3, 003, 847 - - - 3, 003, 847
- - - - 4,259
- 9,682 - - 185, 017
8,091, 207 9, 682 3,150, 060 - 11, 430, 543
$8, 758, 320 $ 33, 405 $3,150,060 $ 291,167 $14,142,909



Cty of Union, Chio - Mntgonery County

COMBI NED STATEMENT OF REVENUES, EXPENDI TURES, AND
CHANGES | N FUND BALANCES
ALL GOVERNMENTAL FUND TYPES AND EXPENDABLE TRUST FUND

Year Ended Decenber 31, 2002

REVENUES
Property and ot her taxes
| nt er gover nnent a
Speci al assessnents
Charges for services
Fines, licenses and permts
| nt er est
O her
Total revenues

EXPENDI TURES

Current
Security of persons and property
Public health services
Leisure tinme activities
Communi ty environment
Transportation
Ceneral gover nnent

Capital outl ay

Debt service
Principal retirenent
Interest and fiscal charges

Tot al expenditures

Excess of revenues over <under> expenditures
O her financing sources <uses>
Proceeds fromthe sale of fixed assets
Qperating transfers - in
OQperating transfers - out
Total other financing sources <uses>

Excess of revenues and other financing sources over
<under > expendi tures and ot her financing uses

Fund bal ance at January 1, 2002
Decrease in reserve for inventory
Fund bal ance at Decenber 31, 2002

The acconpanying notes are an integral part of this statenent.
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FI DUCI ARY

GOVERNMVENTAL FUND TYPES FUND TYPE
Tot al
Speci al Capi t al Expendabl e (Menorandum
CGener al Revenue Proj ects Tr ust Only)
$ 123,577 $ 558,131 $191, 156 $ 19,596 $ 892, 460
250, 134 1, 534, 650 26,775 2,748 1, 814, 307
- 255, 616 - - 255, 616
49, 558 384, 324 - - 433, 882
64, 269 6, 600 - - 70, 869
2,808 9, 478 1, 597 159 14, 042
37,132 16, 644 98 85 53, 959
527, 478 2, 765, 443 219, 626 22,588 3, 535, 135
- 940, 567 - 54, 060 994, 627
- 6, 851 - - 6, 851
- 63, 660 - - 63, 660
- 285, 613 - - 285, 613
- 153, 124 102, 016 - 255, 140
278,718 - - - 278, 718
338, 924 1, 595, 681 77,536 - 2,012, 141
- 8, 750 51, 250 - 60, 000
4,003 7,066 9,226 - 20, 295
621, 645 3,061, 312 240, 028 54, 060 3,977, 045
<94, 167> <295, 869> <20, 402> <31, 472> <441, 910>
- 287 - - 287
- 75, 300 - 40, 000 115, 300
<81, 050> <55, 234> <2,310> - <138, 594>
<81, 050> 20, 353 <2, 310> 40, 000 <23, 007>
<175, 217> <275, 516> <22,712> 8, 528 <464, 917>
189, 113 421, 751 51, 736 1, 154 663, 754
<344> <9,217> - - <9,561>
$ 13,552 $ 137,018 $_ 29,024 $ 9,682 $_ 189,276
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City of Union, Chio - Montgomnery
COVBlI NED STATEMENT OF REVENUES, EXPENDI TURES, AND
CHANGES | N FUND BALANCES - BUDGET AND ACTUAL (BUDGET BASI S)

ALL GOVERNMENTAL FUND TYPES

Year Ended Decenber 31, 2002
GENERAL FUND
Vari ance
Revi sed Favor abl e Revi sed
Budget Actual <Unf avorabl e> Budget
REVENUES
Property and ot her taxes $ 123,577 $ 123,577 $ - $ 555,373
I nt er gover nnent al 250, 972 250, 972 - 1,627, 263
Speci al assessnents - - - 244,000
Charges for services 64, 558 49, 558 <15, 000> 353, 100
Fines, licenses, permts 64, 269 64, 269 - 4,000
I nt er est 6, 000 2,808 <3, 192> 11, 028
O her 51, 702 34,942 <16, 760> 983
Total revenues 561, 078 526, 126 <34, 952> 2,795,747
EXPENDI TURES
Cur rent
Security of persons and
property - - - 986, 626
Publ i c health services - - - 12, 758
Leisure tinme activities - - - 65, 414
Conmuni ty Envi ronnent - - - 294, 259
Transportation - - - 198, 257
General gover nnent 327, 262 311, 010 16, 252 -
Capital outlay 338, 925 338, 924 1 1, 663, 380
Debt service
Principal retirement 344, 800 344, 800 - 24,100
Interest and fiscal charges 5,178 5,178 - 6, 600
Total expenditures 1, 016, 165 999, 912 16, 253 3,251, 394
EXCESS OF REVENUES OVER <UNDER>
EXPENDI TURES <455, 087> <473, 786> <18, 699> <455, 647>
OTHER FI NANCI NG SOURCES <USES>
Proceeds from sal e of notes 330, 200 330, 200 - 143, 073
Proceeds fromsale of fixed
assets - - - 287
Operating transfers - in - - - 71, 900
Qperating transfers - out <99, 600> <81, 050> 18, 550 <40, 000>
Total other financing
sources <uses> 230, 600 249, 150 18, 550 175, 260
EXCESS OF REVENUES AND OTHER
FI NANCI NG SOURCES OVER <UNDER>
EXPENDI TURES AND OTHER
FI NANCI NG USES <224, 487> <224, 636> <149> <280, 387>
FUND BALANCES AT JANUARY 1, 2002 356, 166 356, 166 - 533, 750
FUND BALANCES AT DECEMBER 31, 2002 $_ 131,679 $ 131,530 $ <149> $_ 253, 363

The acconpanyi ng not es

are an integra

12

part of this statenent.



SPECI AL REVENUE FUNDS

CAPI TAL PRQJECT FUND

EXPENDABLE TRUST FUND

Vari ance Vari ance Vari ance
Favor abl e Revi sed Favor abl e Revi sed Favor abl e

Act ual <Unf avor abl e> Budget Act ual <Unf avor abl e> Budget Act ual <Unf avor abl e>
$ 558,131 % 2,758 $ 198,968 $ 191, 156 $ <7,812>% 19,294 $ 19,596 $ 302
1, 533, 833 <93, 430> 18, 750 26, 775 8, 025 2,420 2,748 328
255, 616 11, 616 - - - - - -
384, 009 30, 909 - - - - - -
6, 600 2,600 - - - - - -
9,478 <1, 550> 1, 000 1, 597 597 100 159 59
16, 644 15, 661 - 98 98 - 85 85
2,764, 311 <31, 436> 218, 718 219, 626 908 21,814 22,588 774
935, 979 50, 647 - - - 60, 845 54, 060 6, 785
6, 851 5, 907 - - - - - -
63, 555 1, 859 - - - - - -
281, 593 12, 666 - - - - - -
157, 093 41, 164 122, 764 96, 356 26, 408 - - -
1, 595, 681 67, 699 77,536 77,536 - - - -
24, 100 - 51, 250 51, 250 - - - -
6, 387 213 9, 300 9,226 74 - - -
3,071, 239 180, 155 260, 850 234, 368 26, 482 60, 845 54, 060 6, 785
<306, 928> 148, 719 <42, 132> <14, 742> 27, 390 <39, 031> <31, 472> 7,559
144, 000 927 - - - - - -
287 - - - - - - -
75, 300 3,400 - - - 40, 000 40, 000 -
<40, 000> - - - - - - -
179, 587 4,327 - - - 40, 000 40, 000 -
<127, 341> 153, 046 <42, 132> <14, 742> 27,390 969 8,528 7,559
533, 750 - 52,020 52,020 - 1,156 1,156 -
$ 406,409 $ 153,046 $ 9,888 $ 37,278 $ 27,390 $ 2,125 % 9,684 $ 7,559
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City of Union,

Chio -

Mont gomery County

COMBI NED STATEMENT OF REVENUES, EXPENSES AND
CHANGES | N RETAI NED EARNI NGS
ALL PROPRI ETARY FUND TYPES

Year

Ended Decenber 31,

2002

Enterprise

Funds
Oper ati ng revenues
Charges for services $1, 007, 478
Tap-in-fees 100, 800
O her 57,629
Total operating revenues 1, 165, 907
Oper ati ng expenses
Per sonal services 457, 831
Contractual services 309, 348
Supplies and materials 38, 341
Depr eci ati on 322,748
Total operating expenses 1,128, 268
OQperating i ncone 37,639
Non- operati ng revenues <expenses>
Q her financing sources
| nt er est 8,419
Interest and fiscal charges <25, 315>
Total non-operating revenues <expenses> <16, 896>
Net inconme before operating transfers 20, 743
Qperating transfers - in 43, 150
Qperating transfers - out <19, 856>
Net inconme 44,037
Depreciation on contributed fixed assets 160, 806
I ncrease in retai ned earnings 204, 843
Ret ai ned earnings at January 1, 2002 2,799, 004
Ret ai ned earnings at Decenber 31, 2002 $3, 003, 847

The acconpanying notes are an integral part of this statenent.
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Cty of Union, Ohio - Montgonery County
COVBI NED STATEMENT OF REVENUES, EXPENSES AND
CHANGES | N FUND EQUI TY - BUDGET AND ACTUAL (BUDGET BASIS)
ALL PROPRI ETARY FUND TYPES
Year Ended Decenber 31, 2002

ENTERPRI SE_FUNDS

Vari ance
Revi sed Favor abl e
Budget Act ual <Unf avor abl e>
Revenues
Charges for services $ 964,000 $ 998,938 $ 34,938
Tap-in-fees 48, 000 100, 800 52, 800
O her 8, 500 57, 629 49, 129
| nt er est 11, 100 8,419 <2, 681>
Proceeds from sal e of
not es 200, 900 188, 300 <12, 600>
Total revenues 1,232,500 1, 354, 086 121, 586
Expenses
Per sonal services 479, 335 457, 925 21, 410
Contractual services 354, 584 289, 936 64, 648
Mat erial s and supplies 68, 510 43, 247 25, 263
Capi tal outlay 392,071 128, 488 263, 583
Debt service
Principal retirenent 349, 900 327, 650 22, 250
I nterest and fi scal
char ges 23,100 22,144 956
Total expenses 1,667,500 1, 269, 390 398, 110
Excess of revenues over
<under > expenses before
operating transfer <435, 000> 84, 696 519, 696
Transfer - in 5, 750 5, 750 -
Excess of revenues over
<under > expenses <429, 250> 90, 446 519, 696
Fund equity at
January 1, 2002 521, 561 521, 561 -
Fund equity at
Decenber 31, 2002 $_ 92,311 $_ 612, 007 $519, 696

The acconpanying notes are an integral part of this statenent.
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Cty of Union, Ohio - Montgonery County
COMBI NED STATEMENT OF CASH FLOWS

ALL PROPRI ETARY FUND TYPES
Year Ended Decenber 31, 2002

CASH FLOWS FROM OPERATI NG ACTI VI TI ES

Enterpri se

Cash received from custoners $1, 157, 367
Cash paynents to enpl oyees for services

and benefits <457, 925>
Cash paynments to suppliers for goods

and services <343, 452>

NET CASH PROVI DED BY OPERATI NG ACTI VI TI ES 355, 990
CASH FLOANS FROM NONCAPI TAL FI NANCI NG ACTIVITI ES

Qperating transfer - in 43, 150

Qperating transfer — out

NET CASH FLOAS PROVI DED BY NONCAPI TAL

<19, 856>

FI NANCI NG ACTI VI TI ES 23,294
CASH FLONS FROM CAPI TAL AND RELATED FI NANCI NG
ACTI VI TI ES
Acqui sition of capital assets <90, 205>
Proceeds from sale of notes 283, 500
Princi pal paid on notes payable <366, 600>
I nterest paid on notes payabl e <12, 018>
Principal paid on general obligation
bonds payabl e <65, 000>
Interest paid on general obligation
bonds payabl e <11, 701>
Principal paid on capital |ease obligation <30, 341>

Interest paid on capital |ease obligation

NET CASH USED | N CAPI TAL AND RELATED

<4, 892>

FI NANCI NG ACTI VI TI ES <297, 257>
CASH FLOW5S FROM | NVESTI NG ACTI VI Tl ES:

I nterest and di vidends on I nvestnents 8,419
NET | NCREASE | N CASH AND CASH EQUI VALENTS 90, 446
CASH AND CASH EQUI VALENTS JANUARY 1, 2002 521, 560
CASH AND CASH EQUI VALENTS DECEMBER 31, 2002 $__ 612, 006
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City of Union,

Chio -

Mont gomery County

COVBI NED STATEMENT OF CASH FLOWS ( CONTI NUED)

Changes in

Decr ease
| ncr ease
| ncr ease
| ncr ease
| ncr ease
| ncr ease
| ncr ease

Year

Ended Decenber 3

RECONCI LI ATI ON OF OPERATI NG LGCSS TO
NET CASH PROVI DED BY OPERATI NG ACTI VI Tl ES
Operating gain

ALL PROPRI ETARY FUND TYPES

1, 2002

Adj ustnents to reconcil e operating incone
to net cash provided by operating activities
Depreci ati on

assets and liabilities

S
n
n
n
n
n
n
n

accounts receivabl
prepaid itens
supplies inventory
accounts payabl e
accrued sal ari es

i nt ergover nnent a

conpensat ed absences payabl e

e

payabl e

Net cash provi ded by operating
activities

NONCASH CAPI TAL FI NANCI NG ACTI VI TI ES

t he Storm Sewer

The acconpanying notes are an integral

17

Devel opers contributed water |ines and sewer |ines,
t he ambunt of $97,040, $77,090 and $76, 635,

The Sewer fund contributed $9,198 to the Water
Fund for the purchase of a | oader/backhoe.

Enterpri se

37,639

322, 748

<8, 540>
<2, 153>
<5, 506>
11, 896
173
4,927

<5, 194>

$__ 355, 990

storm sewers in
respectively.

Fund and $9, 198 to

part of this statenent.



Cty of Union, Ohio - Montgonery County
NOTES TO THE CGENERAL PURPOSE FI NANCI AL STATEMENTS
Decenber 31, 2002

NOTE A - REPORTI NG ENTITY AND BASI S OF PRESENTATI ON

The Gty of Union (the "Gty") is a charter nmuni ci pal
corporation operating under the laws of the State of Chio. The
City was incorporated on July 15, 1907. A charter was first
adopt ed on Novenber 3, 1981

The nmuni ci pal governnent provided by the charter is known as a
Mayor - Counci | - Manager form of governnent. Legislative power is
vested in a seven-nenber council, each elected to four year
terms. The council appoints the Cty Manager. The City
Manager is the chief executive officer and the head of the

adm ni strative agencies of the Cty. He appoints al

depart nent heads and enpl oyees, except as otherw se provided in
the charter.

1. REPORTING ENTITY

The reporting entity is conprised of the primary governnent,
conponent units and other organi zations that are included to
ensure that the financial statements of the City are not

m sl eadi ng.

The primary governnment consists of all funds and departnents
whi ch provide various services including police protection,
rescue squad, parks and recreation, planning, zoning, street
mai nt enance and repair, community devel opnent, public health
and wel fare, water, sewer and refuse collection. Council and
the Gty Manager are directly responsible for these activities.

Conmponent units are legally separate organizations for which
the Gty is financially accountable. The Gty is financially
accountable for an organization if the Gty appoints a voting
majority of the organization's governing body and (1) the Gty
is able to significantly influence the progranms or services
performed or provided by the organization; or (2) the Gty is
legally entitled to or can otherw se access the organi zation's
resources; the City is legally obligated or has ot herw se
assuned the responsibility to finance the deficits of, or

provi de financial support to, the organization; or the Cty is
obligated for the debt of the organization. Conponent units
may al so include organizations for which the Gty approves the
budget, the issuance of debt or the |evying of taxes.
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Cty of Union, Ohio - Montgonery County
NOTES TO THE GENERAL PURPOSE FI NANCI AL STATEMENTS ( CONTI NUED)
Decenber 31, 2002

NOTE A - REPORTI NG ENTITY AND BASI S OF PRESENTATI ON ( CONTI NUED)

1. REPORTI NG ENTITY ( CONTI NUED)

The foll ow ng potential conponent unit has been excluded from
the Gty's financial statenents because the Gty is not
financially accountable for it nor is the entity fiscally
dependent on the City:

The Union El enentary School is a distinct political

subdi vision of the State of Chio operated under the
direction of an el ected school board which possesses its
own budgeting and taxing authority and which is not
fiscally dependent on the City.

2. BASIS OF PRESENTATI ON - FUND ACCOUNTI NG

The City uses funds and account groups to report on its
financial position and the results of its operations. Fund
accounting is designed to denonstrate | egal conpliance and to
aid financial managenment by segregating transactions related to
certain Gty functions or activities.

A fund is defined as a fiscal and accounting entity with a

sel f - bal anci ng set of accounts recording cash and ot her
financial resources, together with all related liabilities and
residual equities or balances, and changes therein, which are
segregated for the purpose of carrying on specific activities
or attaining certain objectives in accordance with speci al

regul ations, restrictions or limtations. An account group is
a financial reporting device designed to provide accountability
for certain assets and liabilities that are not recorded in the
fund because they do not directly affect net expendable
avai |l abl e financi al resources.

For financial statenent presentation purposes, the various
funds of the Gty are grouped into the follow ng fund types
under the fund categories governnental, proprietary and
fiduciary.

3. GOVERNVMVENTAL FUND TYPES

Governnmental funds are those through which nost governnenta
functions typically are financed. The acquisition, use and
bal ances of the City's expendabl e financial resources and the
related current liabilities (except those accounted for in
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Cty of Union, Ohio - Montgonery County

NOTES TO THE GENERAL PURPOSE FI NANCI AL STATEMENTS ( CONTI NUED)

December 31, 2002

NOTE A - REPORTI NG ENTITY AND BASI S OF PRESENTATI ON ( CONTI NUED)

3.

GOVERNVENTAL FUND TYPES ( CONTI NUED)

proprietary funds) are accounted for through governnental
funds. The followng are the CGty's governnental fund types:

4.

a. 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

bal ance is available to the City for any purpose provided
it is expended or transferred according to the general |aws
of Chio and the Charter of the Cty.

b. Special Revenue Funds

These funds are established to account for the proceeds of
specific revenue sources (other than anmpbunts relating to
expendabl e trusts or major capital projects) that are
legally restricted to expenditures for specific purposes.

c. 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 and trust funds).

PROPRI ETARY FUND TYPES

The proprietary funds are used to account for the Cty's
ongoing activities that are simlar to those found in the
private sector. The followng are the City's proprietary fund

t ypes:

a. Ent erpri se Funds

These funds are used to account for operations that are
financed and operated in a manner simlar to private

busi ness enterprises where the intent is that costs
(expenses, including depreciation) of providing services to
t he general public on a continuing basis be recovered or
financed primarily through user charges or where it has

20



City of Union, Ohio - Montgonery County
NOTES TO THE GENERAL PURPOSE FI NANCI AL STATEMENTS ( CONTI NUED)
Decenber 31, 2002
NOTE A — REPORTI NG ENTITY AND BASI S OF PRESENTATI ON ((CONTI NUED)

4. PROPRI ETARY FUND TYPES ( CONTI NUED)

a. Enterprise Funds (CONTI NUED)

been decided that a periodic determ nation of revenues earned,
expenses incurred, and/or net incone is appropriate for capital
mai nt enance, public policy, managenment control, accountability
or other purposes.

5.  FI DUCI ARY FUNDS

Fi duciary funds are used to account for assets the City holds in a
trustee capacity or as an agent for individuals, private

organi zati ons, other governnents and other funds. The City's
fiduciary funds include an expendable trust fund. Expendable trust
funds are accounted for in essentially the sane manner as
government al funds.

6. ACCOUNT GROUPS

To make a clear distinction between fixed assets related to specific
funds and those of general governnent, and between | ong-term
liabilities related to specific funds and those of a general nature,
the foll owi ng account groups are used:

a. General Fixed Assets Account G oup

This account group is used to account for all general fixed
assets of the City other than those accounted for in proprietary
or trust funds.

b. General Long-Term Obligations Account G oup

This account group is used to account for all unmatured general
| ong-term i ndebt edness of the City that is not a specific
liability of the proprietary funds or trust funds, including
speci al assessnent debt for which the City is obligated in sone
manner .

NOTE B - SUMVARY OF SI GNI FI CANT ACCOUNTI NG POLI CI ES

The significant accounting policies followed in the preparation of
these financial statenents are summari zed bel ow. These policies
conformto generally accepted accounting principles
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Cty of Union, Ohio - Montgonery County
NOTES TO THE GENERAL PURPOSE FI NANCI AL STATEMENTS ( CONTI NUED)
Decenber 31, 2002

NOTE B - SUMVARY OF SI GNI FI CANT ACCOUNTI NG POLI O ES

for local governmental units as prescribed in the statenents
i ssued by the Governnental Accounting Standards Board and ot her
recogni zed authoritative sources.

1. MEASUREMENT FOCUS AND BASI S OF ACCOUNTI NG

Pursuant to GASB Statenment No. 20: Accounting and Fi nanci al
Reporting for Proprietary Funds and Other Governnental Entities
that use Proprietary Fund Accounting, the Gty foll ows GASB

gui dance as applicable to proprietary funds and Fi nanci al
Accounting Standards Board Statenments and | nterpretations,
Accounting Principles Board Opinions and Accounting Research
Bul l etins issued on or before Novenber 30, 1989 that do not
conflict wwth or contradi ct GASB pronouncenents.

The accounting and reporting treatnment applied to a fund is
determ ned by its nmeasurenent focus. Al governnental fund
types and expendabl e trust funds are accounted for using a flow
of current financial resources neasurenment focus. Wth this
measurenent focus, only current assets and current liabilities
are generally included on the bal ance sheet. Operating
statenents of these funds present increases (i.e., revenues and
ot her financing sources) and decreases (i.e., expenditures and
ot her financing uses) in net current assets.

Al proprietary funds are accounted for on a flow of economc
resources neasurenent focus. Wth this neasurenent focus, al
assets and all liabilities associated with the operation of

t hese funds are included on the bal ance sheet. Fund equity
(i.e., net total assets) is segregated into contributed capital
and retai ned earnings conponents. Proprietary fund type
operating statenents present increases (e.g., revenues) and
decreases (e.g., expenses) in net total assets.

Basis of accounting refers to the tine when revenues and
expenditures or expenses are recognized in the accounts and
reported in the financial statenents. Basis of accounting
relates to the timng of the neasurenents nade.

Al'l governmental fund types, expendable trust funds and agency
funds are accounted for using the nodified accrual basis of
accounting. Under this basis, revenues are recognized in the
accounting period when they becone both neasurabl e and
avai |l abl e. Measurabl e neans the anount of the transaction can
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NOTE B - SUMVARY OF SI GNI FI CANT ACCOUNTI NG PCOLI CI ES ( CONTI NUED)

1. MEASUREMENT FOCUS AND BASI S OF ACCOUNTI NG ( CONTI NUED)

be determ ned and avail abl e nmeans collectible within the
current fiscal year or soon enough thereafter to be used to pay
l[iabilities of the current year. The available period is
thirty-one days after year-end.

I n applying the susceptible to accrual concept under the
nodi fi ed accrual basis, the follow ng revenue sources are
deened both neasurabl e and avail able: investnent earnings,
state-levied locally shared taxes (including gasoline tax),
fines, and |icenses and permts.

The City reports deferred revenues in its conbined bal ance
sheet. Deferred revenues arise when a potential revenue does
not nmeet both the neasurable and available criteria for
recognition in the current period. |In the subsequent period,
when both revenue recognition criteria are nmet, the liability
for deferred revenue is renoved fromthe conbi ned bal ance sheet
and revenue is recogni zed. Current and delinquent property

t axes neasurabl e as of Decenber 31, 2002, whose availability is
i ndeterm nate and which are not intended to finance current
period obligations, have been recorded as a receivable and
deferred revenue. Levied special assessnents are neasurabl e,
and have been recorded as a receivable. Since all assessnents
are due outside the available period, the entire anmpbunt has
been deferred.

The neasurenent focus of governnental fund accounting is on
decreases in net financial resources (expenditures) rather than
expenses. Expenditures are generally recognized in the
accounting period in which the related fund liability is
incurred, if neasurable. Principal and interest on general

| ong-term debt are recorded as fund liabilities when due or
when anounts have been accunul ated in the debt service fund for
paynments to be nmade early in the follow ng year, and under GASB
16 the cost of accumul ated unpai d vacation and sick | eave are
reported as fund liabilities in the period in which they wll
be liquidated with available financial resources rather than in
the period earned by enployees. Allocations of cost, such as
depreci ation and anortization, are not recognized in the

gover nnent al funds.
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NOTE B - SUMVARY OF SI GNI FI CANT ACCOUNTI NG POLI CI ES ( CONTI NUED)

1. MEASUREMENT FOCUS AND BASI S OF ACCOUNTI NG ( CONTI NUED)

The accrual basis of accounting is utilized for reporting
pur poses by the proprietary funds. Revenues are recogni zed
when they are earned and becone neasurabl e, and expenses are
recogni zed when incurred if measurable. Unbilled service
charges receivable are recogni zed as revenue at year end.

2. BUDGETARY PROCESS

The budgetary process is prescribed by provisions of the Chio
Revi sed Code and entails the preparation of budgetary docunents
within an established tinetable. The major docunents prepared
are the tax budget, the certificate of estimted resources, and
t he appropriation ordinance, all of which are prepared on the
budgetary basis of accounting. The certificate of estinmated
resources and the appropriations ordi nance are subject to
anendnent throughout the year with the legal restriction that
appropriations cannot exceed estimated resources, as certified.
Al funds, other than agency funds, are legally required to be
budget ed and appropriated. The primary |evel of budgetary
control is at the object |evel (personal services and ot her
expenditures) within each departnent. Budgetary nodifications
may only be made by resolution of the Gty Council.

3. TAX BUDGET

A tax budget of estimated revenues and expenditures for all
budgeted funds is submtted to the County Auditor, as Secretary
of the County Budget Conm ssion, by July 20 of each year, for
the period January 1 to Decenber 31 of the follow ng year.

4. ESTI MATED RESOURCES

The County Budget Conmi ssion determnes if the budget
substantiates a need to levy all or part of previously

aut hori zed taxes and revises estimated revenues. The

comm ssion certifies its actions to the City by Septenber 1.
As part of this certification, the City receives the official
certificate of estinmated resources, which states the projected
revenue of each fund. Prior to Decenber 31, the City nust
revise its budget so that the total contenpl ated expenditures
fromany fund during the ensuing fiscal year will not exceed

t he anbunt available as stated in the certificate of estimted
resources. The revised budget then serves as the basis for the

24



City of Union, Ohio - Mntgonery County
NOTES TO THE GENERAL PURPOSE FI NANCI AL STATEMENTS ( CONTI NUED)
Decenber 31, 2002
NOTE B - SUMVARY OF SI GNI FI CANT ACCOUNTI NG POLI CI ES ( CONTI NUED)

4. ESTI MATED RESOURCES ( CONTI NUED)

annual appropriation ordinance. On or about January 1, the
certificate of estinmated resources is anended to include
unencunbered fund bal ances at Decenber 31 of the preceding
year. The certificate may be further amended during the year
if the fiscal officer determnes that the revenue collected is
greater or less than the current estinmates. The anounts
reported on the budgetary statenents reflect the anmounts in the
final amended official certificate of estimted resources

i ssued during 2002.

5.  APPROPRI ATI ONS

A tenporary appropriation neasure to control expenditures may
be passed on or about January 1 of each year for the period
fromJanuary 1 to March 31. The annual appropriation ordi nance
must be passed by April 1 of each year for the period January 1
to Decenber 31. The appropriation ordi nance generally controls
t he spending authority at the fund, departnment and object

| evel. The appropriation ordinance may be anmended during the
year as new i nformation becones avail able, provided that total
fund appropriations do not exceed current estimated resources,
as certified. The allocation of appropriations anong
departnents and objects wthin a fund may be nodified during
the year only by an ordi nance of Council. During the year

suppl enental appropriation nmeasures were legally passed. The
budget figures which appear in the statenents of budgetary
conpari sons represent the final appropriation anounts,

i ncluding all amendnents and nodifications.

6. ENCUMBRANCES

As part of formal budgetary control, purchase orders, contracts
and other commtnents for the expenditures of nonies are
recorded as the equival ent of expenditures on the non- GAAP
budgetary basis in order to reserve that portion of the
appl i cabl e appropriation and to determ ne and nai ntain | egal
conpliance. The Chio Revised Code prohibits expenditures plus
encunbrances from exceedi ng appropriations. On the GAAP basi s,
encunbrances outstanding at year-end are reported as
reservations of fund bal ances for subsequent-year expenditure
for governnental funds and reported in the notes to the
financial statenents for proprietary funds.
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NOTE B - SUMVARY OF SI GNI FI CANT ACCOUNTI NG PCOLI CI ES ( CONTI NUED)

7. LAPSI NG OF APPROPRI ATl ONS

Al l encunbrances | apse at the close of each year and nust be
re-appropriated. At the close of each year, the unencunbered
bal ance of each appropriation reverts to the respective fund
fromwhich it was appropriated and beconmes subject to future
appropriations. The encunbered appropriation balance is
carried forward to the succeeding fiscal year and need not be
r eappropri at ed.

8. CASH AND CASH EQUI VALENTS

Cash bal ances of the Cty's funds, except cash held by fiscal
agent, are pooled and invested in short-terminvestnents in
order to provide inproved cash managenent. Individual fund
integrity is maintained through Gty records. Each fund's
interest in the pooled bank account is presented on the bal ance
sheet as "Equity in Pooled Cash and Cash Equi val ents" on the
conbi ned bal ance sheet. |Investnents are stated at cost which
approxi mates fair value. For purposes of the conbined
statenent of cash flows and for presentation on the conbi ned
bal ance sheet, investnents with original maturities of three
mont hs or | ess and investnents of the cash nanagenent pool are

considered to be cash equivalents. Interest incone is
distributed to the funds according to charter and statutory
requi renents. Interest revenue earned during 2002 anounted to
$22, 461.

9. SUPPLI ES | NVENTORY

| nventories of governnmental funds are stated at cost while
inventories of proprietary funds are stated at the | ower of
cost or market. For all funds, cost is determined on a first-
in, first-out basis. The costs of inventory itens are recorded
as expenditures in the governnental fund types when purchased
and as expenses in the proprietary fund types when used.
Reported supplies inventory is equally offset by a fund bal ance
reserve in the governnental funds which indicates that it does
not constitute avail abl e spendabl e resources even though it is
a conponent of net current assets.
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10. FI XED ASSETS AND DEPRECI ATI ON

The fixed asset values were initially determ ned at Decenber

31, 1993 assigning original acquisition costs when such
informati on was available. [In cases where information
supporting original costs was not avail able, estinmated

hi storical costs were developed. For certain fixed assets, the
estimates were determ ned by indexing estimated current costs
back to the estimted year of acquisition. Donated fixed
assets are capitalized at fair value on the date donat ed.

CGeneral Fi xed Assets

CGeneral fixed assets (fixed assets used in governnental fund
type operations) are not capitalized in the funds used to
acquire or construct them |Instead, capital acquisition and
construction are reflected as expenditures in governnental
funds, and the related assets are reported in the general fixed
assets account group. Assets in the general fixed assets
account group are not depreci ated. The costs of nornal

mai nt enance and repairs that do not add to the val ue of the
asset or materially extend asset lives are not capitalized.

| mprovenents which extend the useful life or increase the
capacity or operating efficiency are capitalized at cost in the
general fixed assets account group.

Public domain (infrastructure) general fixed assets consisting
of roads, bridges, curbs and gutters, streets and sidewal ks,
drai nage systens, and |lighting systens are not capitalized or
reported, as these assets are immovabl e and of value only to

t he gover nnent.

Proprietary Fund Fi xed Assets

Fi xed assets associated with the enterprise funds are accounted
for in those funds. Depreciation is calculated using the
straight-line nethod over the assets estimted useful life.

The assets of the enterprise funds are depreciated on the
foll ow ng basi s:
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10. PROPRI ETARY FUND FI XED ASSETS ( CONTI NUED)

Bui | di ngs 45 years
Land | nprovenents other than

Bui | di ngs 45 years
Equi prent 6 - 15 years
Vehi cl es 6 years

| nfrastructure
Sewer Lines, Water Lines and
St orm Sewer s 45 years

11. COMPENSATED ABSENCES

The Gty has inplenmented Governnmental Accounting Standards
Board Statenment No. 16 "Accounting for Conpensated Absences”
Vacation | eave accumul ated by enpl oyees is accrued as a
l[iability as the benefits are earned when both of these
conditions are net:

a. The enployees' rights to receive conpensation are
attributable to services already rendered.

b. It is probable that the enployer will conpensate the
enpl oyees for the benefits through paid tinme off or sone
ot her neans, such as cash paynents at term nation or
retirenent.

Aliability for sick |eave is accrued using the vesting nethod
whi ch states that the Gty wll estimate its liability based on
sick | eave accunul ated at the bal ance sheet date by those

enpl oyees who currently are eligible to receive term nation
paynments as specified by the retirenment systemas well as other
enpl oyees who are expected to becone eligible in the future to
recei ve such paynents. The anmount is based on accumul ated sick
| eave and enpl oyees' wage rates at year end, taking into
consideration any limts specified inthe Cty's termnation

policy.

For governnmental funds, the Cty records a liability for
accunul ated, unpaid vacation and sick |eave for eligible

enpl oyees in the period in which the enpl oyee becones eligible
to receive paynent. The current portion of unpaid conpensated
absences is the anmount expected to be paid using expendable
avai l abl e resources. This anmount is recorded as a fund
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11. COVPENSATED ABSENCES ( CONTI NUED)

l[tability, while the balance of the liability is recorded in
the general |ong-termobligations account group.

In proprietary funds, conpensated absences are expensed when
earned. The entire anount of unpaid conpensated absences is
reported as a fund liability.

12. CONTRI BUTED CAPI TAL

Contributed capital represents resources from other funds,
federal and state grants, other governnents, and private
sources provided to the Cty's proprietary funds which are not
subj ect to repaynent.

Because the Cty, prior to 1993, had not prepared its financial
statenments in accordance with generally accepted accounting
principles, the exact amount of contributed capital pertaining
to years prior to 1993 cannot be determ ned. Only those
anmounts that could be specifically identified have been
classified as contributed capital in the acconpanyi ng general
pur pose financial statenents.

13. RESERVATI ONS AND DESI GNATI ON OF FUND EQUI TY

Reservations of fund bal ances are established to identify the
exi stence of assets that, because of their non-nonetary nature
or lack of liquidity, represent financial resources not

avail abl e for current appropriation or expenditure or the
portion of fund balance that is legally segregated for a
specific future use. Fund bal ances have been reserved for
supplies inventory.

14. | NTERGOVERNMVENTAL REVENUES

I n governnmental funds, grants awarded on a non-rei nbur senent
basi s, shared revenues, and entitlenents are recorded as

i nt ergovernnental receivabl es and revenues when neasurabl e and
avai |l able. Reinbursable grants are recorded as

i nt ergovernnent al receivabl es and revenues when the rel ated
expendi tures are made.
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14. | NTERGOVERNMENTAL REVENUES ( CONTI NUED)

Grants received for proprietary fund operations are recognized
as revenues when neasurabl e and earned. Such resources
restricted for the construction of capital assets are recorded
as contributed capital.

15. | NTERFUND TRANSACTI ONS

Quasi -external transactions are accounted for as revenues,
expendi tures or expenses. Transactions that constitute

rei nbursenents to a fund for expenditures/expenses initially
made fromit that are properly applicable to another fund, are
recorded as expenditures/expenses in the reinbursing fund and
as reductions of expenditures/expenses in the fund that is

rei mbur sed.

All other interfund transactions, except quasi-external
transaction and rei nbursenents, are reported as transfers.
Nonrecurring or nonroutine permanent transfers of equity are
reported as residual equity transfers. The residual equity
transfers represent a one tine transfer of start up noney.

16. LONG TERM OBLI GATI ONS

Long-term debt is recognized as a liability of a governnental
fund when due, or when resources have been accunul ated for
paynent early in the follow ng year. For other |long-term
obligations, only that portion expected to be financed from
expendabl e avail abl e financial resources is reported as a fund
l[itability of a governnental fund. The remaining portion of
such obligations are reported in the general |ong-term

obl i gations account group. Long-termliabilities expected to
be financed fromproprietary fund operations are accounted for
in those funds.
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16. LONG TERM OBLI GATI ONS ( CONTI NUED)

Long-termliabilities are being repaid fromthe foll ow ng
f unds:

Qoligation Fund
| nt er gover nnent al Payabl e Pol i ce Pensi on Fund
Capital Lease (bligation Street Fund, Street Levy

Fund, State H ghway Fund,
Storm Wat er Fund, Sewer Fund
and Wat er Fund

Conmpensat ed Absences WIIl be paid by the fund
fromwhich the enpl oyees
salary is paid

General Obligation Bonds

Payabl e Sewer fund, Water fund,
Storm Water fund, Street
fund, and Street Levy fund.

17. USE OF ESTI MATES

The preparation of financial statenments in conformty with
general |y accepted accounting principles requires managenent to
make estimates and assunptions that affect certain reported
anounts and di scl osures. Accordingly, actual results could
differ fromthose estinates.

18. TOTAL COLUWNS ON GENERAL PURPOSE FI NANCI AL STATEMENTS

Total colums on the General Purpose Financial Statenents are
captioned "Menorandum Only" to indicate that they are presented
only to facilitate financial analysis. Data in these columms
do not present financial position, results of operations or
cash flows in conformty with generally accepted accounting
principles nor is such data conparable to a consolidation.
Interfund elimnations have not been made in the aggregation of
t hi s dat a.
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NOTE C - BUDGET TO GAAP RECONCI LI ATI ON

1. BUDGETARY BASI S OF ACCOUNTI NG

Wi le reporting financial position, results of operations, and
changes in fund bal ance on the basis of generally accepted
accounting principles (GAAP), the budgetary basis, as provided by
| aw, is based upon accounting for certain transactions on a basis
of cash receipts, disbursenents, appropriations and encunbrances.
The Ohi o Revi sed Code prohibits expenditures plus encunbrances
from exceedi ng appropriations.

The Conbi ned St atenent of Revenues, Expenditures, and Changes in
Fund Bal ances, Budget and Actual (Budget Basis), Al Governnental
Fund Types and the Conbi ned Statenent of Revenues, Expenses and
Changes in Fund Equity - Budget and Actual (Budget Basis), Al
Proprietary Fund Types are presented on the budgetary basis to
provi de a neani ngful conparison of actual results with the
budget. The major differences between the budget basis and GAAP
basis are that:

a. Revenues are recorded when received in cash (budget
basis) as opposed to when susceptible to accrual (GAAP
basi s) .

b. Expenditures/expenses are recorded when paid in cash
(budget basis) as opposed to when the liability is
i ncurred (GAAP basis).

c. Proceeds fromand principal paynents on short-termnote
obligations are reported on the operating statenent
(budget basis) rather than as bal ance sheet transactions
( GAAP basi s).

The adj ustnents necessary to convert the results of operations

for the year on the GAAP basis to the budget basis are as
fol |l ows:
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1. BUDGETARY BASI S OF ACCOUNTI NG ( CONTI NUED)

Excess (Deficiency) of Revenues and O her

Fi nanci ng Sources Over

(Under) Expenditures

and O her Financing Uses
Gover nnental Fund Types and Expendabl e Trust Fund

Speci al Capi t al Expendabl e

CGener al Revenue Projects Tr ust

Fund Funds Funds Fund
GAAP Basi s $<175, 217> $<275,516> $ <22,712> $ 8,528
Revenue Accrual s <1, 352> <1, 132> - -
Expendi ture Accrual s <32, 292> 4,744 5, 660 -

Debt Princi pal

Paynment s <344, 800> <15, 350> - -
Debt Interest Paynments <1, 175> 679 - -
Not e Proceeds 330, 200 144, 000 - -
Transfers - 15, 234 2,310 -
Budget Basi s $<224, 636> $<127,341> $_<14,742> $ 8,528

Net | ncome/ Excess of Revenues Over <Under>
Expenses and Operating Transfers
Proprietary Fund Types

GAAP Basis (as reported)
Adj ust nent s
Revenue Accrual s
Expense Accrual s
Capital CQutl ay
Depr eci ati on
Debt Principal Paynment
Not e Proceeds
Transfers

Budget Basis

Enterpri se
$ 44,037

<8, 540>
17, 583
<128, 488>
322, 748
<327, 650>
188, 300
<17, 544>

$__90, 446

33



Cty of Union, Ohio - Montgonery County
NOTES TO THE GENERAL PURPOSE FI NANCI AL STATEMENTS ( CONTI NUED)
Decenber 31, 2002

NOTE D - DEPCSI TS AND | NVESTMENTS

1. POLICIES AND PROCEDURES

Moni es of substantially all funds of the Cty are naintained or
invested in a comon group of bank accounts and in short-term
investnments. This is done in order to maxim ze the rate of
interest that can be earned on invested funds. Interest incone
is distributed to the funds according to charter and statutory
requirenents.

The i nvestnent and deposit of Gty nonies are governed by the
provi sions of the Charter and Codified Odinances of the Cty
and the Chio Revised Code. |In accordance with these
provisions, only financial institutions |ocated in GChio and
primary security dealers are eligible to hold public deposits.
The provisions also permt the Cty to invest its nonies in
certificates of deposit, savings accounts, noney narket
accounts, the State Treasurer's investnent pool (STAR OH O and
obligations of the United States governnment or certain agencies
thereof. The Cty may also enter into repurchase agreenents
with any eligible depository for a period not exceeding five
years.

Publ i c depositories nust give security for all public funds on
deposit. According the Cty's Deposit and |Investnent Policy,
these institutions may either specifically collateralize

i ndi vi dual accounts in lieu of anmounts insured by the Federa
Deposit I nsurance Corporation (FDIC) or may pl edge a pool of
governnment securities the face value of which is at |least 110
percent of the total value of public nonies on deposit at the
I nstitution.

2. DEPGSITS

At year end, the carrying amount of the City's deposits were
$40, 172 and the rel ated bank bal ance was $89, 853. O the bank
bal ance, $89, 853 was covered by federal deposit insurance and
t he remai ni ng anbunts were uni nsured and uncol |l ateralized as
defined by GASB Statenent No. 3 because the securities held as
collateral by the financial institutions or their trust
departnents or agents were held in an investnents and
securities pool but not in the financial institution's nane.
As authorized by state statute, the pledgi ng bank has
established an investnent and securities pool to collateralize
all public deposits.
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3. | NVESTMENTS

GASB Statenent No. 3 "Deposits with Financial Institutions,

| nvest nents and Reverse Repurchase Agreenents" requires that the
Cty's investnments be classified in categories of risk.
Category 1 includes investnents that are insured or registered
or for which the securities are held by the Cty. Category 2
i ncl udes uninsured and unregi stered i nvestnent for which the
securities are held by the counterparty's trust departnent or
agent in the Cty's nane. Category 3 includes uninsured and
unregi stered investnents for which the securities are held by
the counterparty or by its trust departnment but not in the
Cty's nane. The City has no investnents which neet the
definition of category 1, 2 or 3 as defined in GASB No. 3 and,
accordingly, are reported herein as unclassified.

Carrying Fair
Val ue Val ue
Uncl assi fi ed
Star Chio $1, 156, 734 $1, 156, 734

The classification of cash and cash equival ents, and investnents
on the financial statenments is based on criteria set forth in
GASB Statenent No. 9. Cash equivalents are defined to include
investnments with original maturities of three nonths or |ess.

A reconciliation between classifications of cash and i nvestments
on the financial statenents and the classifications per GASB
Statenent No. 3 is as follows

Cash and Cash

Equi val ent s/

Deposits | nvest nent's
GASB St at enent 9 $1, 196, 906 $
| nvest nent s:
Star Ohio <1, 156, 734> 1,156,734
GASB St at enent 3 $ 40,172 $1, 156, 734

35



Cty of Union, Chio - Montgonery County
NOTES TO THE GENERAL PURPOSE FI NANCI AL STATEMENTS ( CONTI NUED)
Decenber 31, 2002

NOTE E - PROPERTY TAXES

Property taxes include anounts | evied against all real, public
utility and tangi bl e personal property located in the Gty. Taxes
collected fromreal property taxes (other than public utility) in
one cal endar year are levied in the preceding cal endar year on the
assessed val ue as of January 1 of that preceding year, the lien
date. Assessed values are established by the County Auditor at 35
percent of appraised market value. All property is required to be
reval uated every six years. The last revaluation was conpleted in
2002. Real property taxes are payable annually or sem -annually.
The first paynent is due January 20, with the remai nder payabl e by
June 20.

Taxes col l ected on tangi bl e personal property (other than public
utility) in one calendar year are levied in the prior cal endar
year on assessed values |isted on Decenber 31 of the prior year,
and at tax rates determned in the preceding year. Tangible
personal property used in business (except for public utilities)
is currently assessed for ad val oremtaxation purposes at 25
percent of its true value. Anmounts paid by nmulti-county taxpayers
are due Septenber 20. Single county taxpayers nmay pay annually or
sem -annually. |If paid annually, paynent is due April 30; if paid
sem -annual ly, the first paynent is due April 30, with the

remai nder payabl e by Sept enber 20.

Public utility real and tangible personal property taxes collected
in one cal endar year are levied in the precedi ng cal endar year on
assessed val ues determ ned as of Decenber 31 of the second year
preceding the tax collection year, the lien date. Certain public
utility tangi bl e personal property currently is assessed at 88
percent of its true value; public utility real property is
assessed at 35 percent of true value. Public utility property
taxes are payable on the sanme dates as real property taxes

descri bed previously.
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Cty of Union, Chio - Montgonery County
NOTES TO THE GENERAL PURPOSE FI NANCI AL STATEMENTS ( CONTI NUED)
Decenber 31, 2002

NOTE E - PROPERTY TAXES ( CONTI NUED)

The County Treasurer collects property taxes on behalf of al
taxing districts in the County, including the Gty of Union.

The County Auditor periodically remts to the Gty its portion
of the taxes collected. The full tax rate for all Cty
operations for the year ended Decenber 31, 2002, was $16. 03 per
$1, 000 of assessed value. The assessed value of real and
tangi bl e personal property upon which 2002 property tax receipts
were based are as foll ows:

Real Property Tax Assessed
Val uati on $67, 179, 010

Public Uility Tangible
Personal Property Assessed

Val uati on 1, 399, 720

Tangi bl e Personal Property
Assessed Val uation 2,526, 559
$71, 105, 289

Property taxes receivable represent real and tangi bl e personal
property taxes, public utility taxes and outstandi ng

del i nquenci es which are neasurable as of Decenber 31, 2002.

Al t hough total property tax collections for the next fiscal year
are nmeasurabl e, anmounts to be received during the avail able
period are not subject to reasonable estimation at Decenber 31,
nor are they intended to finance 2002 operations. The
receivable is therefore offset by a credit to deferred revenue.

NOTE F - RECEI VABLES

Recei vabl es at Decenber 31, 2002, consisted of taxes,

i ntergovernnmental receivables arising formgrants, entitlenents
and shared revenues, special assessnents, interest on
investnments and utility accounts. All receivables are
considered fully collectible. Uility Accounts Receivabl e at
Decenber 31, 2002 were $88, 570.

A summary of intergovernnental receivables foll ows:
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Cty of Union, Chio - Montgonery County
NOTES TO THE GENERAL PURPOSE FI NANCI AL STATEMENTS ( CONTI NUED)

Decenber 31, 2002

NOTE F — RECEI VABLES ((CONTI NUED)

GENERAL FUND

Local government assistance $ 9,568

Fines and forfeitures 755

Total general fund 10, 323

SPECI AL REVENUE FUNDS
State Hi ghway Fund

Gas tax 722

Mot or vehicle license tax 185
Street Mi ntenance and Repair Fund

Gas tax 8, 900

Mot or vehicle |license tax 2,288

Per m ssive tax 2,792

Total special revenue funds 14, 887

Total all funds $_25, 210

By statute, |ocal property taxes are reduced 10% w th additional

reductions for the elderly and the disabled. The anount of these

reductions, estimated to be approximately $118,914, will be paid
to the Gty by the State of Chio in 2003.
NOTE G - FI XED ASSETS
General Fixed Assets
Changes in general fixed assets during the year ended
Decenber 31, 2002 were as foll ows:
Bal ance at Bal ance at
January 1, Decenber 31
2002 Additions Deletions 2002
Land $ 561,586 $ - $ - $ 561,586
Bui | di ngs 385, 865 546, 671 - 932, 536
Equi prent 1,491, 116 170, 222 5,400 1, 655, 938
Construction
i n progress 142, 635 - 142, 635 -
Total s $2, 581, 202 $_716,893 $_148, 035 $3, 150, 060
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Cty of Union, Chio - Mntgonery County
NOTES TO THE GENERAL PURPOSE FI NANCI AL STATEMENTS ( CONTI NUED)
Decenber 31, 2002

NOTE H - DEFI NED BENEFI T PENS|I ON PLANS

Both the Police and Firenen's Disability Pension Fund and the
Publ i ¢ Enpl oyees Retirenment System are reported usi ng GASB
Statenment No. 27 "Accounting for Pensions by State and Local
Gover nnent al Enpl oyer s”

Substantially all Gty enployees are covered by one of two cost-
sharing nultipl e-enployer defined benefit pension plans, nanely,
the Police and Firenen's Disability Pension Fund or the Public
Enpl oyees Retirenent System of Chio (PERS). Both funds provide
retirement and disability benefits, annual cost of |iving

adj ustnents, and death benefits to plan nenbers and
beneficiaries.

Publi c Enpl oyees Retirenent System

Authority to establish and anmend benefits is provided by state
statute per Chapter 145 of the Ohio Revised Code. The Public
Enpl oyees Retirenment Systemissues a publicly available financial
report that includes financial statenents and required

suppl enentary information for the fund. Interested parties my
obtain a copy by making a witten request to 277 East Town
Street, Colunbus, Onhio 43215-4642, or by calling (614) 466-2085
or 1-800-222-PERS (7377).

The Chi o Revised Code provides statutory authority for enpl oyee
and enpl oyer contributions. The enployee contribution rate is
8.5% for enpl oyees other than | aw enforcenent. The |aw
enforcenment classification consist of Sheriff, Deputy Sheriff and
township police wwth an enpl oyee contribution rate of 10.1%
Public safety division nmenber contribute at 9% No enpl oyees of
the city fit the new PERS | aw enforcenent program The 2002

enpl oyer contribution rate for | ocal governnent enployers units
was 13.55% of covered payroll. The City's contributions to the
plan for the years endi ng Decenber 31, 2000, 2001 and 2002 were
$78, 709, $107,751 and $122,737. The anount paid by the Cty

i ncl udes both the enployer's contribution as well as the

enpl oyee's contribution (pick-up) for certain enployees. The
unpaid contribution for 2002 was $27,986 with $15,654 recorded in
t he general |ong-term debt account group and the renaining
$12,302 recorded in the respective enterprise funds.
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NOTES TO THE GENERAL PURPOSE FI NANCI AL STATEMENTS ( CONTI NUED)
Decenber 31, 2002

NOTE H - DEFI NED BENEFI T PENSI ON PLANS ( CONTI NUED)

Police and Firenen's Disability Pensi on Fund

The Gty of Union contributes to the Police and Firenen's
Disability and Pension Fund (PFDPF), a cost-sharing multiple-
enpl oyer defined benefit pension plan. PFDPF provides retirenent
and disability benefits, annual cost-of-Iliving adjustnents, and
death benefits to plan nenbers and beneficiaries. Benefit

provi sions are established by the Chio State Legislature and are
codified in Chapter 742 of the Ohio Revised Code. The Police and
Firemen's Disability Pension Fund issues a publicly avail able
financial report that includes financial statenents and required
suppl ementary information for the plan. Interested parties may
obtain a copy by making a witten request to 140 East Town
Street, Colunbus, Onhio 43215-5164, or by calling (614) 228-2975.

The Ohi o Revised Code provides statutory authority for enpl oyee
and enpl oyer contributions. Plan nenbers are required to
contribute 10.0% of their annual covered salary and the City
contributed 19.5% for Police enployees. The Cty contributions
to the plan for the years ended Decenber 31, 2000, 2001, and 2002
were $50, 540, $54, 069 and $56,972. The City's contributions
include a full pick-up on the police chief. The unpaid
contribution for 2002 was $12,332 and is recorded as a |long-term
ltability in the general |ong-term debt account group.

NOTE | - POSTEMPLOYMENT BENEFI TS

1. PUBLI C EMPLOYEES RETI REMENT SYSTEM ( PERS)

The Public Enpl oyees Retirenment System of Chio provides
post enpl oynent health care coverage to age and service retirees
with ten or nore years of qualifying Ghio service credit.

Heal th care coverage for disability recipients and primary
survivor recipients is available. A portion of each enployer's
contribution to PERS is set aside for the funding of
postretirenment health care based on authority granted by State
statute. The enployer contribution rate was 13.55 percent; 5.0
percent was the portion that was used to fund health care for the
year 2002.
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NOTES TO THE GENERAL PURPOSE FI NANCI AL STATEMENTS ( CONTI NUED)
Decenber 31, 2002
NOTE | - POSTEMPLOYMENT BENEFI TS ( CONTI NUED)

1. PUBLIC EMPLOYEES RETI REMENT SYSTEM ( PERS) ( CONTI NUED)

O her postenpl oynent benefits are financed through enpl oyer
contributions and investnent earnings there on. The
contributions allocated to retiree health care, along with

i nvestment incone on allocated assets and periodi ¢ adjustnents
in health care provisions are expected to be sufficient to
sustain the programindefinitely.

The City's actual contributions for 2002 which were used to fund
post enpl oynment benefits were $45, 290.

The actuarially accrued liability and the unfunded actuari al
accrued liability, based on the actuarial cost nethod used, were
16.4 billion and 4.8 billion respectively. As of Decenber 31,
2001, the unaudited estimated net assets available for future

ot her postenpl oynent benefits paynments were $11, 600, 000, 000.

The nunber of benefit recipients eligible for other
post enpl oynment benefits at Decenber 31, 2001 was $402, 021.

2. POLICE AND FIREMEN S DI SABI LI TY AND PENSI ON FUND ( P&FDPF)

The Police and Firenen's Disability and Pension Fund provi des post
retirenent health care coverage to any person who receives or is
eligible to receive a nonthly benefit check or is a spouse or

el i gi bl e dependent child of such person. An eligible dependent
child is any child under the age of 18 whether or not the child is
attendi ng school or under the age of 22 if attending full-tinme or
on a 2/ 3 basis. The Chio Revised Code provides the authority
all owm ng the Systemls board of trustees to provide health care
coverage and states that health care cost paid fromthe System
shall be included in the enployer's contribution rate. The total
police enployer contribution is 19.5 percent of covered payroll of
which 7.75 percent was applied to the postenpl oynent health care
program Health care funding and accounting is on a pay-as-you-go
basi s.

The nunber of participants eligible to receive health care benefits
was 13,174 for police. The CGty's actual contributions for 2002
that were used to fund postenpl oynment benefits were $22,618. The
fund's total health care expenses for the year endi ng Decenber 31,
2001 (the latest information avail able) were $122,298, 771, which
was net of nenber contributions of $6, 874, 699.
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NOTES TO THE GENERAL PURPCSE FI NANCI AL STATEMENTS ( CONTI NUED)

NOTE J -

Decenber 31, 2002

OTHER EMPLOYEE BENEFI TS

1. COMPENSATED ABSENCES

a.

Accunul at ed Unpai d Vacati on

City enpl oyees earn vacation |eave at varying rates
based upon length of service. 1In the case of death or
retirement, an enployee (or his estate) is paid for his
unused vacation | eave. The total obligation for va-
cation accrual for the Gty as a whole anpunted to

$54, 718 at Decenber 31, 2002.

Accunul at ed Unpaid Sick Leave

Al'l hourly enpl oyees earn 4.6 hours of sick | eave per
80 hours worked. All salaried enployees earn sick

| eave at the rate of 1.25 days per nmonth. Upon quail -
fying to retire under one of the two pension systens an
enpl oyee who has unused accunul ated sick | eave of up to
60 days is eligible to be paid for a portion of these
hours. An enployee with between 10 and 20 years of
service will be paid at a rate of one day's pay for
every two days accrued. An enployee with over twenty
years of service shall receive one day's pay for each
day of accumul ated sick | eave. The total obligation
for sick |leave accrual for the Cty as a whol e as of
Decenber 31, 2002 was $61, 372.
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NOTES TO THE GENERAL PURPOSE FI NANCI AL STATEMENTS ( CONTI NUED)
Decenber 31, 2002

NOTE K - RI SK MANAGEMENT

The City is exposed to various risks of loss related to torts,
theft of, damage to, and destruction of assets, errors and

om ssions, injuries to enployees and natural disasters. During
2002 the City renewed their contract wth the OChio Governnent

Ri sk Managenent Plan. This Plan does not operate as a risk
pool , but provides conventional insurance protection and
reinsures these coverages 100 percent. The type of coverage
and deductible for each is as foll ows:

Type of Coverage Per Qccurrence Deducti bl e
CGeneral Liability $3, 000, 000 no deducti bl e
Police Liability $3, 000, 000 $ 2,500
Errors and Om ssions $3, 000, 000 2,500

Aut onobi | e $3, 000, 000 1, 000
Property | nsurance $3, 339, 231 1, 000

| nl and Mari ne $ 698, 437 250
Fire Vehicle $ 495, 000 1, 000
Crinme $ 10, 000 100

EDP $ 25, 000 250

Settled clains have not exceeded commercial coverage in any of
the past five years.

The Gty joined a workers' conpensation group rating plan,
which allows | ocal governnments to group the experience of

enpl oyers for workers' conpensation rating purposes. The City
pays the State Wrkers' Conpensation System a prem um based on
a rate per $100 of sal ari es.

The City has el ected to provide enpl oyee nedi cal insurance
benefits through John Alden Life Insurance Conpany. The City
covers the enployee's prem unms and deducti bl es by budgeting
$76, 600 each year for health insurance expenditures. This
nmoney i s set aside to cover each enployee's nonthly prem um and
deducti bl e of $5,000 after the enpl oyee pays the first $100.

| f the noney set aside is not depleted, the City places the
excess into a savings account. In 2002, the City made no
contribution to the savings account and the account has a

bal ance of $107,260. This anmount is reflected in the cash
bal ance of each fund based on the original contribution.

Dental benefits are also provided by the Cty.
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Decenber 31, 2002

NOTE L - CAPI TALI ZED LEASES- LESSEE DI SCLOSURE

The City entered into a | ease agreenent in 1999 for a VacCon
Sewer Cl eaner and in 2001 for a Kut Kwi ck Mower. The | eases
neet the criteria of capital |eases as defined by statenent of
financial accounting standards No. 13 “Accounting for Leases”,
whi ch defines a capital |ease generally as one which transfers
benefits and risks of ownership to the | essee.

Capital | ease paynents have been reclassified and are refl ected
as debt service in the Conbined Financial Statenents for the
Enterprise Fund Type. These expenditures are reflected as
contractual service expenses on a budgetary basis. The assets
have been capitalized as equipnent in the Sewer Fund for
$186,117. The city has borrowed $150,000 and $27,717 as a

| ease purchase and a liability has been recorded in the sewer
fund. Principal paynents in 2002 for The VacCon and Kut Kw ck
were $25,312 and $5, 029 respectively.

The followng is a schedule of the future m ninum | ease
paynents required under the capital | eases and present val ue of
the m ni num | ease paynents as of Decenber 31, 2002.

Capi t al

Lease
Decenber 31, Qoligation

2003 $ 35,235

2004 35, 233

2005 6, 355

2006 6, 355

Total M ni mum Lease Paynents $ 83,178
Less: Amount Representing |nterest <6, 402>

Present Val ue of M ni mum Lease Paynents $_ 76,776
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NOTES TO THE GENERAL PURPOSE FI NANCI AL STATEMENTS ( CONTI NUED)
Decenber 31, 2002

NOTE M - SHORT- TERM OBLI GATI ONS

A sunmary of the short-termnote transactions for the year ended
Decenber 31, 2002 foll ows:

Bal ance Bal ance
January 1, Decenber 31,
Fund Type 2002 | ncrease Decrease 2002

General Fund
Martindale Rd 1.65% $ 58, 200 $ 50,200 $ 58, 200 $ 50, 200

City building 1.65% 99, 000 92,400 99, 000 92, 400
Total General Fund $157, 200 $142, 600 $157, 200 $142, 600

Speci al Revenue Fund
City Building — 1.65% $ 99, 000 $ 92,400 $ 99,000 $ 92, 400

St. Rt. 48 - 2.48% 144, 000 144, 000
Total Special Revenue

Fund $_99, 000 $236, 400 $_99, 000 $236, 400
Enterpri se Fund

PhilI'i psburg — Union

Uility — 1. 65% $108, 200 $ 46,700 $108, 200 $ 46, 700

Water Line — 1.65% 156, 400 141, 600 156, 400 141, 600

City building — 1. 65% 102, 000 95, 200 102, 000 95, 200

Total Enterprise Fund $366, 600 $283, 500 $366, 600 $283, 500

The City classifies these notes as short-termbecause it is the Gty's
plan to renew these notes each year and to pay off a portion of the
princi pal each year.
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NOTES TO THE GENERAL PURPOSE FI NANCI AL STATEMENTS ( CONTI NUED)

Decenmber 31, 2002

NOTE N - LONG TERM OBLI GATI ONS

The changes in the City's long-termobligations for the year consi st

of the follow ng:

General Long-Term Obligation
Bal ance Bal ance
January 1, Decenber 31
2002 | ncr ease Decr ease 2002
Conpensat ed absences $ 67,988 $ - $ 3,167 $ 64, 821
| nt er gover nnent a
payabl e 29, 122 - 1,136 27,986
Vari ous purpose
general obligation
bonds payabl e 258, 360 - 60, 000 198, 360
Total general | ong-
term obl i gations $ 355,470 $ - $ 64,303 $_ 291,167
Bal ance Bal ance
January 1, Decenber 31
2002 | ncr ease Decr ease 2002
Enterpri se Funds
Vari ous purpose general
obl i gati on bonds
payabl e $ 276,640 $ - $ 65,000 $ 211,640
Capital |ease obligation 107,117 - 30, 341 76,776
Total -Enterprise
Fund type $ 383,757 % - $_ 95,341 $_ 288,416
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NOTES TO THE GENERAL PURPOSE FI NANCI AL STATEMENTS ( CONTI NUED)

Decenmber 31, 2002

NOTE N - LONG TERM OBLI GATI ONS ( CONTI NUED)

As of Decenber 31, 2002, the Gty's overal
ability to issue additional ambunts of general obligation bonded debt)
was $7,466,055. Principal and interest requirenment to retire long-term
obl i gati ons outstandi ng at Decenber 31, 2002 are as foll ows:

| egal debt margin (the

Enterprise

Cener al Cener al

Year ol i gation ol i gation
Endi ng Bond Bond
2003 $ 70,771 $ 76, 669
2004 70, 582 76, 463
2005 74, 256 77,052
Total Principal

and | nterest 215, 609 230, 184
Less Interest 17, 249 18, 544
Total Principal

Qut st andi ng $198, 360 $211, 640
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Cty of Union,

Chio — Montgonery County

NOTES TO THE GENERAL PURPOSE FI NANCI AL STATEMENTS ( CONTI NUED)

DECEMBER 31, 2002

NOTE O - SEGVENT | NFORVATI ON

The City's enterprise funds account for the provision of pool,
Key financi al
for each enterprise fund is as foll ows:

and storm wat er servi ces.
Decenmber 31, 2002,

sewer, water
information for the year ended

Storm Sanitary Wat er -
Pool Wat er Sewer Wor ks
Fund Fund Fund Fund Tot al
Oper ati ng Revenues $ - $ 83,827 $ 607,145 $ 474,935 $1, 165, 907
Oper ati ng Expenses
Bef ore Depreciation 1,091 37,414 470, 930 296, 085 805, 520
Depreci ati on Expense - 49, 775 149, 837 123,136 322,748
Operating | ncone
<Loss> <1,091> <3, 362> <13, 622> 55,714 37,639
Net Non- Qperati ng
Revenues <Expenses> 86 593 <10, 380> <7,195> <16, 896>
Operating Transfers 5, 750 <17, 256> 16, 750 18, 050 23,294
Net |ncone <Loss> $ 4,745 $ <20,025> $ _ <7,252>% 66,569 $__ 44,037
Current Contri buted
Capi t al $ -$ 85,833 $ 77,090 $_ 106,238 $_ 269, 161
Addi tions to Property,
Pl ant and Equi prent $ - $ 9,176 $__ 46,019 $_ 35,010 $__ 90, 205
Net Working Capital $_11,229 $ 39,272 $_ 251,297 $ 80,327 $_ 382,125

Total Assets

O her Long-Term
Liabilities Payable
from Revenue $

$_11,229 $1,478, 220

- $

$3, 901, 086 $3,367, 785 $8, 758, 320

3,689 $_ 228,219 $_ 106,546 $_ 338, 454

Total Equity

$_11,229 $1,471, 676

$3, 558, 422 $3, 049, 880 $8, 091, 207
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NOTE O - SEGVENT | NFORVATI ON ( CONTI NUED)

During 2002, contributed capital increased by the foll ow ng anounts:

Storm Sanitary
Wat er Sewer Wat er wor ks
Sour ce Fund Fund Fund Tot al

Contri buted capital
at January 1, 2002 $1, 283, 047 $2, 046, 165 $1, 649, 793 $4, 979, 005

Devel opers 76, 635 77,090 97, 040 250, 765
| nt er gover nnent al 9,198 - 9,198 18, 396
Less depreciation <43, 863> <64, 474> <62 469> <160, 806>

Contri buted capital
at Decenber 31,
2002 $1, 325,017 $2,058, 781 $1, 703,562 $5,087, 360

NOTE P - FEDERAL AND STATE GRANTS

For the period January 1, 2002 to Decenber 31, 2002 the City received
federal and state grants for specific purposes that are subject to
review and audit by grantor agencies or their designee. Such audits
could lead to a request for reinbursenent to the grantor agency for
expendi tures disall owed under the terms of the grant. Based on prior
experience, the Cty believes such disallowance, if any, would be

i mmaterial .

NOTE Q — DEFICI T FUND EQUI TY

The Police Special Revenue Fund has deficit fund equity of $34,566 due
to a note being classified as short-termwithin the fund. The note is
being rolled over each year with a portion of principal paid.

The State Hi ghway Special Revenue Fund has deficit fund equity of
$118, 733 due to a note being classified as short-termw thin the fund.
The note is being rolled over each year with a portion of principal
pai d.
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Rot h & Conpany, CPA's
215 W National Road
Engl ewood, Chio 45322

| NDEPENDENT ACCOUNTANTS' REPORT ON COVPLI ANCE AND ON | NTERNAL
CONTROL REQUI RED BY GOVERNMENT AUDI TI NG STANDARDS

To the Gty Council,
Mayor and City Manager
Cty of Union, Chio

We have audited the general purpose financial statenments of the
City of Union, Ohio as of and for the years ended Decenber 31,
2002 and 2001, and have issued our report thereon dated June 3,
2003. W conducted our audit in accordance with auditing
standards generally accepted in the United States of Anerica and
the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Conptroller Ceneral
of the United States.

Conpl i ance

As part of obtaining reasonabl e assurance about whether the Gty
of Union, Chio's general purpose financial statenents are free of
mat erial m sstatenment, we perfornmed tests of its conpliance with
certain provisions of laws, regulations, contracts and grants,
nonconpl i ance with which could have a direct and naterial effect
on the determ nation of financial statenent anmounts. However,
provi di ng an opi nion on conpliance with those provisions was not
an objective of our audit and, accordingly, we do not express
such an opinion. The results of our tests disclosed no instances
of nonconpliance that are required to be reported under

Gover nnment  Audi ting Standards.

| nternal Control Over Financial Reporting

I n planning and perform ng our audit, we considered the Cty of
Union, Chio's internal control over financial reporting in order
to determine our auditing procedures for the purpose of
expressi ng our opinion on the general purpose financial
statenents and not to provide assurance on the internal control
over financial reporting. Qur consideration of the internal
control over financial reporting would not necessarily disclose
all matters in the internal control over financial reporting that



m ght be material weaknesses. A material weakness is a condition
in which the design or operation of one or nore of the internal
control conponents does not reduce to a relatively low level the
risk that msstatenents in anounts that would be material in
relation to the general purpose financial statenents being

audi ted may occur and not be detected within a tinely period by
enpl oyees in the normal course of performng their assigned
functions. W noted no matters involving the internal control
over financial reporting and its operation that we consider to be
mat eri al weaknesses.

This report is intended for the information and use of the city
council and managenent, and is not intended to be and shoul d not
be used by anyone other than these specified parties.

Rot h & Conpany
Engl ewood, Ohio
June 3, 2003
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