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April 25, 2003

Board of Trustees

Reno Area Water and Sewer District
Washington County

Route 6, Box 59

Marietta, Ohio 45750

INDEPENDENT AUDITOR'S REPORT

We have audited the accompanying statement of financial position of Reno Area Water
and Sewer District as of December 31, 2002 and 2001, and the related statements of
activities and cash flows for the years then ended. These financial statements are the
responsibility of the Association's management. Our responsibility is to express an
opinion on these financial statements based on our audit.

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

In our opinion, the financial statements referred to above present fairly, in all
material respects, the financial position of the Reno Area Water and Sewer District as of
December 31, 2002 and 2001, and the results of its operations and cash flows for the years
then ended in conformity with accounting principles generally accepted in the United
States of America.

In accordance with Government Auditing Standards, we have also issued our report
dated April 25, 2003, on our consideration of the District’'s internal control over
financial reporting and our tests of its compliance with certain provisions of laws,
regulations, contracts, and grants. That report is an integral part of an audit performed
in accordance with Government Auditing Standards and should be read in conjunction with
this report in considering the results of our audit.

Respectfully submitted,

MWW:%SJ L.

Per and Associates
Certified Public Accountants, A.C.



Reno Area Water and Sewer District
Washington County
Comparative Balance Sheets
As of December 31, 2002 and 2001

Assets 2002 2001

Current Assets

Cash on Hand and in Bank (Note 4) $ 123,852 $ 36,704
Investments-CDs 121,327 114,715
Repurchase Agreement (Note 4) 329,291 516,615
Accounts Receivable 105,239 100,292
Inventory 7,866 8,078
Prepaid Expenses 9,690 9,342

Total Current Assets 697,265 785,746

Property, Plant and Equipment: (Note 5)

Land 37,440 37,440
Building 69,938 69,938
Furniture and Equipment 162,870 145,500
Line Systems 2,739,846 2,524,841
CIP Reno II Tank 49,784 -0-
Less: Accumulated Depreciation (1,220,986) (1,130,393)
Net Property, Plant and Equipment 1,838,892 1,647,326
Total Assets $2,536,157 $2,433,072

Liabilities and Equity

Current Liabilities

Accounts Payable $ 56,025 $ 52,432
Compensated Absences Payable (Note3) 9,307 8,248
Accrued Expenses 4,547 3,715
Accrued Interest 21,750 27,203
Current Portion of Long-Term Debt (Note 6) 26,838 24,664
Customer Deposits 9,450 9,600

Total Current Liabilities 127,917 125,862

Long-Term Liabilities

Note Payable-GECC (Note 6) 435,000 555,000
Contract Payable-U.S. Government (Note 6) 19,499 20,249
Note Payable-OPWC (Note 6) 229,507 241,551
Less: Current Maturities (26,838) (24,664)
Total Long-Term Liabilities 657,168 792,136
Total Liabilities 785,085 917,998

The accompanying notes are an integral part of these statements.
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Reno Area Water and Sewer District
Washington County
Comparative Balance Sheet
As of December 31, 2002 and December 31, 2001

(Continued)
2002 2001
Equity:

Contributed Capital - FMHA Grant $ 200,000 $ 200,000
Contributed Capital - Customers 249,213 42,086
Contributed Capital - Ohio Public

Works Commission 202,793 202,793
Retained Earnings 1,099,066 1,070,195

Total Equity 1,751,072 1,515,074

Total Liabilities and Equity $ 2,536,157 $ 2,433,072

The accompanying notes are an integral part of these statements.

4



Reno Area Water and Sewer District
Washington County
Comparative Statements of Revenues, Expenses and
Changes in Retained Earnings
For the Years Ended December 31, 2002 and 2001

2002 2001
Operating Revenues:
Water and Sewer Sales $ 643,649 $ 615,337
New Taps 10,140 8,050
Miscellaneous 565 400
Total Operation Revenues 654,354 623,787
Operating Expenses:
Water Purchases 280,921 268,439
Insurance 6,916 6,529
Operating Supplies 2,621 3,220
Utilities 22,087 22,411
Repairs and Maintenance 15,905 15,812
Office and Legal Fees 36,050 43,278
Salaries 83,990 83,707
Contract Labor 9,938 8,361
Fringe Benefits (Note 7) 48,418 42,566
Depreciation 103,593 97,350
Total Operating Expenses 610,439 591,673
Net Income From Operations 43,915 32,114
Non-Operating Revenues (Expenses):
Interest Income 11,085 24,438
Interest Expense (26,129) (29,732)
Gain on Disposal of Asset -0- 6,850
Total Non-Operating Revenues (Expenses) (15,044) 1,556
Net Income 28,871 33,670
Retained Earnings, Beginning of Year 1,070,195 1,036,525
Retained Earnings, End of Year $ 1,099,066 $ 1,070,195

The accompanying notes are an integral part of these statements.
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Reno Area Water and Sewer District
Washington County

Comparative Statements of Cash Flows

For the Years

Ended December 31, 2002 and December 31,

Cash Flows from Operating Activities:

Excess (Deficiency) of Operating Revenues

Over (Under) Operating Expenses $

Adjustments to Reconcile Excess (Deficiency)

Of Operating Revenues Ove
Expenses to Net Cash Prov
Operating Activities:

Depreciation

(Increase) decrease
(Increase) decrease
(Increase) decrease
Increase (decrease)
Increase (decrease)
Increase (decrease)
Increase (decrease)

in
in
in
in
in
in
in

Total adjustments

Net Cash Provided (used) by

Operating Activities

Cash Flows from Capital and Related Financing

Activities:

Additions to Property, Pl
Interest Payments on Debt

Principal Payments on Long-Term Debt

Cash proceeds from the sa
Proceeds from Contributed

Net Cash Provided (used) by Capital and

Related Financing Activities

Cash Flow from Investing Activities:

Cash Receipts for Interes

Net Cash Provided (Used) by Investing

Activities

Net Increase (Decrease) in
Equivalents

Cash and Cash Equivalents,

Cash and Cash Equivalents,

2002
43,915
r (Under) Operating
ided (Used) by
103,593
Accounts Receivable (4,947)
prepaid expenses (348)
inventories 212
accounts payable 3,593
accrued expenses 832
customer deposits (150)
compensated absences payable 1,059
103,844
147,759
ant, and Equipment (295,159)
(31,582)
(132,794)
le of property -0-
Capital 207,127
(252,408)
t Income 11,085
11,085
Cash and Cash
(93,564)
Beginning of Year 668,034
End of Year $ 574,470

2001

2001

$ 32,114

97,351
(4,141)
(1,320)
(2,178)

9,279

875

925

1,922

102,713

134,827

(79,614)
(31,801)
(80,623)

6,850
-0-

(185,188)

24,438
24,438

(25,923)
693,957

S 668,034

The accompanying notes are an integral part of these statements.
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Note 1.

Note 2.

Reno Area Water and Sewer District
Washington County
Notes to the General Purpose Financial Statements
For the Years Ended December 31, 2002 and December 31, 2001

Description of the Entity

The Reno Area Water and Sewer District is a regional water and sewer district
organized under the provisions of Chapter 6119 of the revised Code by the
Common Please Court of Washington County on July 2, 1975. The District
operations under the direction of a five-member Board of Trustees. An appointed
Secretary/Treasurer is responsible for the fiscal control of the resources of
the District. The District was established to provide an adequate and
uncontaminated water supply and a sanitary system for the District’s
residential and business users. The District serves all or parts of the
following subdivisions:

Washington County
Fearing Township
Marietta Township
Newport Township

As required by accounting principles generally accepted in the United States of
America, the general purpose financial statements present the District(the
primary government) and any component units. In determining whether to include
a governmental department, agency, commission or organization as a component
unit, the District must evaluate each entity as to whether they are legally
separate and financially accountable based on criteria set forth by the
Governmental Accounting Standards Board(GASB) . Legal separateness is evaluated
on the basis of (1) its corporate name, (2) the right to sue or be sued and (3)
the right to buy, sell, lease and mortgage property. Financial accountability
is based on (1) the appointment of the governing authority and (2) the ability
to impose will or (3) the providing of specific financial benefit or imposition
of a specific financial burden. Another factor to consider in this evaluation
is whether an entity is fiscally dependent on the District.

The District has no component units.

Summary of Significant Accounting Policies

The financial Statements of the District have been prepared in conformity with
accounting principles generally accepted in the United States of America as
applied to governmental units. The Governmental Accounting Standards
Board (GASB) is the accepted standard-setting body for establishing governmental
accounting and financial reporting principles. The District also applies
Financial Accounting Standards Board(FASB) statements and interpretations
issued on or before November 30, 1989, to its proprietary activities provided
they do not conflict with or contradict GASB pronouncements. The more
significant of the District’s accounting policies are described below.

A. Basis of Presentation

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




Note 2.

Reno Area Water and Sewer District
Washington County
Notes to the General Purpose Financial Statements

For the Years Ended December 31, 2002 and December 31, 2001

Summary of Significant Accounting Policies (Continued)

B.

Measurement Focus and Basis of Accounting

The District’s operations are accounted for on a flow of economic
resources measurement focus. With this measurement focus, all assets and
all liabilities associated with the operation are included on the
balance sheet. Equity (i.e., net total assets) is segregated into
contributed capital and retained earnings components. The operating
statement presents increase (i.e., revenues) and decrease (i.e.,
expenses) in net total assets.

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

The District wuses the accrual basis of accounting. Revenues are
recognized in the accounting period in which they are earned, and
expenses are recognized at the time they are incurred.

Budgetary Process

The District does not follow the budgeting procedures required by Ohio
Rev. Code Chapter 5705. The District relied on Ohio Attorney General
Opinion No. 77-068, which concluded that taxing districts that do not
levy property taxes are not subject to Ohio Rev. Code Chapter 5705
budgetary requirements.

The Ohio Attorney General opinion No. 99-020 concerning the
applicability of Ohio Rev. Code Chapter 5705 to regional water and sewer
districts, formed under Ohio Rev. Code Chapter 6119, was issued in March
1999. This Opinion concluded that various requirements of Ohio Rev. Code
Chapter 5705 are applicable to regional water and sewer districts.

The District began implementation of these procedures in the year ending
December 31, 2000.

Cash and Cash Equivalents

For the purpose of the Statement of Cash Flows, the District’s
participation in a repurchase agreement is treated as a demand account
and reported as cash equivalent. Cash in the District’s operating
account is considered cash for the purposes of the Statement of Cash
Flows.

Fixed Assets and Depreciation

Fixed assets acquired or constructed for the general use of the District
in providing services are recorded at cost. Construction costs of the
water systems are <capitalized, including interest incurred on
construction projects, when they are substantially completed. Donated
assets are recorded at their fair market value at the time recorded.
Depreciation of fixed assets of the District is calculated utilizing the
straight-line method. No depreciation is charged in the year of
acquisition. All assets reported in the financial statements are at cost
less accumulated depreciation. The estimated useful lives by major fixed
asset range from 5 to 32.75 years.




Note 2.

Note 3.

Reno Area Water and Sewer District
Washington County
Notes to the General Purpose Financial Statements
For the Years Ended December 31, 2002 and December 31, 2001

Summary of Significant Accounting Policies (Continued)

F.

Allowance for Doubtful Accounts

The District uses the direct method of writing off bad debts. As a
result, no allowance for doubtful accounts has been established. This
method is not in conformity with accounting principles generally
accepted in the United States of America. However, any differences are
considered to be immaterial to the general-purpose financial
statements.

Inventory
The inventory is valued at cost, which approximates market, utilizing

first in, first out (FIFO) method. The inventory of the District
consists of expendable materials and supplies. The cost is recorded as
an expense at the time individual inventory items are used.

Prepaid Items

Payments made to vendors for services that will benefit periods beyond
December 31, 2002 and December 31, 2001, are recorded as prepaid items
using the consumption method. A current asset for the prepaid amount
is recorded at the time of the purchase and an expenditure/expense is
reported in the year in which services are consumed.

Compensated Absences

GASB Statement 16 establishes criteria for compensated absences.

Compensated absences for vacation leave and benefits with similar
characteristics should be recorded as a liability when earned by

employees if the following conditions are satisfied:

1. Compensated absence is earned on the basis of services already
performed by employees.

2. It is probable that the compensated absence will be paid in a
future period.

Contributed Capital

Contributed capital is recorded by the District for receipts of
capital grants or contributions from developers or customers.
Contributed capital of the District has been from customers, donated
assets and grants. Grant amounts are reported as contributed capital
in the period in which the entitlement occurs.

Tax-exempt Status
The District is a nonprofit governmental agency and is, therefore,
exempt from federal, state, and local income and sales taxes.

Change in Accounting Principles

The District has implemented GASB Statement No. 16, Accounting for Compensated
Absences. GASB Statement No. 16 establishes accounting and reporting guidelines
for governmental recognition of Compensated Absences. The implementation of

this

statement required no change in the prior period balances of the

District’s financial statements.



Note 4.

Reno Area Water and Sewer District
Washington County
Notes to the General Purpose Financial Statements
For the Years Ended December 31, 2002 and December 31, 2001

Equity in Pooled Cash and Investments

State statues classify monies held by the District into three categories.

Active deposits are deposits necessary to meet current demands on the treasury.
Such monies maintained either as cash in the District treasury, in commercial
accounts payable or withdraw able on demand, including negotiable order of
withdrawal (NOW) accounts, or in money market deposit accounts.

Inactive deposits are deposits that the Board Of Trustees have identified as
not required for use within the current two year period of designation of
depositories. Inactive deposits must either be evidenced by certificates of
deposit maturing not later than the end of the current period of designation of
depositories, or by savings or deposit accounts including, but not limited to,
passbook accounts.

Interim deposits are deposits of interim monies. Interim monies are those
monies which are not needed for immediate use but which will be needed before
the end of the current period of designation of depositories. Interim deposits
must be evidenced by time certificates of deposit maturing not more than one
year from the date of deposit, or by savings or deposit accounts including
passbook accounts. Interim monies may be deposited or invested in the following
securities:

1. United States treasury notes, bills, bonds, or any other obligation or
security issued by the United States treasury or any other obligation
guaranteed as to principal and interest by the United States;

2. Bonds, notes, debentures, or any other obligations or securities issued
by any federal government agency or instrumentality, including but not
limited to, the Federal National Mortgage Association, Federal Home Loan
Bank, Federal Farm Credit Bank, Federal Home Loan Mortgage Corporation,
Government National Mortgage Association, and Student Loan Marketing
Association. All federal agency securities shall be direct issuances of
federal government agencies or instrumentalities;

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

4. Bonds and other obligations of the State Of Ohio;

5. No-loan money market mutual funds consisting exclusively of obligations
described in division (1) of (2) of this section and repurchase
agreements secured by such obligations, provided that investments in
securities described in this division are made only through eligible
institutions;

6. The State Treasurer’s investment pool (STAR Ohio);

7. Certain banker’s acceptances and commercial paper notes for a period not
to exceed one hundred eighty days in an amount not to exceed twenty-five
percent of the interim monies available for investment at any one time;

and,
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Note 4.

Reno Area Water and Sewer District
Washington County
Notes to the General Purpose Financial Statements
For the Years Ended December 31, 2002 and December 31, 2001

Equity in Pooled Cash and Investments (Continued)

8. Under limited circumstance, corporate debt interests rated in either of
the two highest rating classifications by at least two nationally
recognized rating agencies.

The District may also invest any monies not required to be used for a period
of six months or more in the following:

1. Bonds of the State Of Ohio;

2. Bonds of any municipal corporation, village, county, township, or other
political subdivision of this State, as to which there is no default of
principal, interest or coupons; and,

3. Obligations of the District.

Investment is stripped principal or interest obligations, reverse repurchase
agreements and derivatives are prohibited. The issuance of taxable notes for
the purpose of arbitrage, the use of leverage and short selling are also
prohibited. An investment must with five years from the date of purchase
unless matched to a specific obligation or debt of the District, and must be
purchased with the expectation that it will be held to maturity.

Protection of the District’s deposits is provided by the Federal Deposit
Insurance Corporation, by eligible securities pledged by the financial
institution as security for repayment, by surety company bonds deposited with
the Treasurer by the financial institution, or by a single collateral pool
established by the financial institution to secure the repayment of all public
monies deposited with the institution.

Investments may only be made through specified dealers and institutions.
Payments for investments may be made only upon delivery of the securities
representing the investments to the Treasurer or, if the securities are not
represented by a certificate, upon receipt of confirmation of transfer from
the custodian.

Any depository that receives a District deposit or investment is required to
pledge to the investing authority as collateral eligible securies of aggregate
fair wvalue that, when added to the portion of the deposit by the Federal
Deposit Insurance Corporation, equals or exceeds the amount of District funds
deposited.

A public depository may, at its option, pledge a single pool of eligible
securities to secure the repayment of all public monies held by the
depository. The pool of securities so pledged must have a current fair value
at least equal to 110% of all public monies on deposit with the depository
including the amount covered by federal insurance.

GASB Statement No. 9 requires the District to report cash flows for its’

Enterprise Fund. For purpose of the Statement of Cash Flows, Enterprise Fund
participation in the repurchase agreement is treated as a cash equivalent.
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Note 4.

Reno Area Water and Sewer District
Washington County

Notes to the General Purpose Financial Statements

For the Years Ended December 31, 2002 and December 31, 2001

Equity in Pooled Cash and Investments (Continued)

The Governmental Accounting Standards Board (GASB Statement No. 3) has
established credit risk categories for deposits and investments as follows:

Category 1:

Category 2:

Category 3:

Based on the
December 31,

Deposits that are insured or collateralized with securities
held by the District of its agent in the District’s name;

Investments that are insured or registered, or securities held
by the District or its agent in the District’s name.

Deposits that are collateralized with securities held by the
pledging financial institution’s trust department or agent in
the District’s name.

Investments that are uninsured and unregistered, with
securities held by the counter-party’s trust department or
agent in the District’s name.

Deposits that are uncollateralized or collateralized with
securities held by the pledging financial institution, or its
trust department or agent but not in the District’s name.

Investments that are uninsured and unregistered, with
securities held by the counter-party or its trust department
or agent but not in the District’s name;

above criteria, the District’s deposits and investments at
2002 are classified as follows:

Category 1 Category 2 Carrying Fair
Amount Value

Deposits:
Demand Deposits $ 141,168 $ 123,761
Total Deposits $ 141,168 $ 123,761
Investments:
Repurchase Agreement $ 329,291 $ 329,291 $ 329,291
Certificate of Deposit 121,327 121,327 121,327
Total Investments $ 450,618 $ 450,618 $ 450,618
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Note 4.

Deposits:

Reno Area Water and Sewer District
Washington County
Notes to the General Purpose Financial Statements
For the Years Ended December 31, 2002 and December 31, 2001

Equity in Pooled Cash and Investments (Continued)

Based on the above criteria, the District’s deposits and investments at
December 31,2001 are classified as follows:

Category 1 Category 2 Carrying Fair
Amount Value

Demand Deposits $ 36,886 $ 33,051
Total Deposits $ 36,886 $ 33,051
Investments:
Repurchase Agreement $ 516,615 $ 516,615 $ 516,615
Certificate of Deposit 114,715 114,715 114,715
Total Investments $ 631,330 $ 631,330 $ 631,330

The classification of cash and cash equivalents, and investments on the
combined financial statements is based on criteria set forth in GASB Statement
No. 9 STAR Ohio and investments with an original maturity of three months or
less are treated as cash and cash equivalents. The classification of cash and
cash equivalents (deposits) for purposes of this Note is based on criteria set
forth in GASB Statement No. 3.

Reconciliation between classifications of cash and investments on the combined
financial statements and the classifications per GASB Statement No. 3 is as

follows as of December 31, 2002.

Cash and Cash Investments

Equivalents
Per Balance Sheet $123,852 $450,618
Certificate of Deposit 121,327 (121,327)
Repurchase Agreement 329,291 (329,291)
Per GASB Statement No. 3 $574,470 -0-

Reconciliation between classifications of cash and investments on the
combined financial statements and the classifications per GASB Statement No.
3 is as follows as of December 31, 2001.

Cash and Cash Investments

Equivalents
Per Balance Sheet $ 36,704 $631,330
Certificate of Deposit 114,715 (114,715)
Repurchase Agreement 516,615 (516,615)
Per GASB Statement No. 3 $668,034 S 0
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Note 5.

Reno Area Water and Sewer District
Washington County
Notes to the General Purpose Financial Statements
For the Years Ended December 31, 2002 and December 31, 2001

Fixed Assets

A summary of the fixed assets as of December 31, 2002 and December 31, 2001
is as follows:

December 31, 2002 December 31, 2001
Land $ 37,440 $ 37,440
Building 69,938 69,938
Furniture and Equipment 162,870 145,500
Line Systems 2,739,846 2,524,841
CIP Reno II Tank 49,784 -0-
Total $3,059,878 $2,777,719

Less Accumulated Depreciation

Building (38,877) (36,604)
Furniture and Equipment (94,807) (85,435)
Line Systems (1,087,302) (1,008,354)
Total Accum.Depreciation (1,220,986) (1,130,393)
Total Net Fixed Assets $1,838,892 $1,647,326

Long-Term Debt

Long-Term Debt outstanding at December 31, 2002, consisted of the
following:

General Electric Credit Corporation Current Long-Term Total

Notes dated February 25, 1979,
due 2019, with interest at 5% $11,000 $ 204,000 $ 215,000

Notes dated September 17, 1982,
due 2022, with interest at 5% 9,000 211,000 220,000

Totals $20,000 $ 415,000 $ 435,000

The notes payable to General Electric Credit Corporation are covered by a
water system grant agreement and security agreement which contains
conditions which the District is required to meet concerning use and
disposition of property included in the agreement. The agreement also
pledges accounts receivable and other property. The notes are serviced
through the General Motors Acceptance Corporation.

United States Department of Army-Corps of Engineers
Current Long-Term Total

Contract dated June 30, 1998, due 2029 S 750 $ 18,749 $ 19,499

Reno Area Water and Sewer District is required to make payments of $750 per
year for forty years, beginning July 1, 1989, to the United States
Government for credits on the Willow Island Project.

14



Note 6.

Reno Area Water and Sewer District
Washington County
Notes to the General Purpose Financial Statements
For the Years Ended December 31, 2002 and December 31, 2001

Long-Term Debt

Ohio Public Works Commission Current Long-Term Total

Note dated November 8, 1996,
due 2016 $1,645 $42,760 $44,405

1% Note dated May 17, 1999,
due 2020 4,443 180,659 185,102

Reno Area Water and Sewer District is required to make payments of $1,645,
semi-annually for twenty years, beginning January 1, 1997 and $6,294, semi-
annually for twenty years, beginning January 1, 2001 [with an interest only
payment of $1,401 on July 1, 2000], to the Ohio Public Works commission
for credits on the Grub Road and System II Storage and Pressure Upgrade
Projects, respectively.

The annual requirements to amortize all long-term debt outstanding as of
December 31, 2002 are as follows:

Year Ending 1979 GECC 1982 GECC Army Corps OPWC Loans Totals
December 31 Note Note of Engineers CR933 CR11B

2003 $ 11,000 $ 9,000 $ 750 $ 1,645 $ 4,443 $26,838
2004 12,000 9,000 750 3,290 9,020 34,060
2005 12,000 10,000 750 3,290 9,201 35,241
2006 13,000 10,000 750 3,290 9,386 36,426
2007 14,000 11,000 750 3,290 9,575 38,615
Subsequent 153,000 171,000 15,749 29,600 143,477 512,826
Total $215,000 $220,000 $19,499 544,405 $185,102 684,006
Note 7. Pension Obligations

Public Employees Retirement System

Plan Description: The district contributes to the Public Employees
Retirement System of Ohio(PERS), a cost-sharing multiple-employer defined
pension plan administered by the State. PERS provides retirement and
disability benefits, annual cost-of-living adjustments, and death benefits
to plan members and beneficiaries. Benefits are established and amended by
state statute per Chapter 145 of the Ohio Revised Code.

The PERS issues a stand-alone, publicly available annual financial report
that includes financial statements and required supplementary information.
This report may be obtained by writing to Public Employees Retirement
System, 277 East Town Street, Columbus, Ohio 43215-4642 or by calling
(614) 466-2085 or 1-800-222-PERS(7377).
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Note 7.

Note 8.

Note 9.

Reno Area Water and Sewer District
Washington County
Notes to the General Purpose Financial Statements
For the Years Ended December 31, 2002 and December 31, 2001

Pension Obligations (Continued)

Funding Policy: Plan members are required to contribute 8.5% of their annual
covered salary and the District is required to contribute 13.55%. The Ohio
Revised Code provides statutory authority for employee and employer
contribution rates. The percentage of the employer contribution rate used to
fund healthcare was 4.3% for 2002 and 2001. The District’s required
contributions to PERS for the years ending December 31, 2002 and 2001 were
$11,288 and $10,052, respectively. 100% has been contributed for 2002 and
2001.

Post employment Benefits: The PERS of Ohio also provides post employment
health care benefits to age and service retirees with ten(10) or more years
of qualifying Ohio service credit and to primary survivor recipients of such
retirants. Health care coverage for disability recipients. A portion of each
employer’s contribution to PERS 1is set aside for the funding of post
retirement health care which 1is considered an Other Post Employment
Benefit (OPEB). The Ohio Revised Code provides statutory authority for
employer contributions and requires public employers to fund post retirement
health care through their contributions to PERS. Of the 10.84% employer
contribution rate for the District, 4.3% was used to fund health care for the
year 2002 and 2001, which amounted to $4,041 and $3,599, respectively.
Through the contributions of employers and the investment earnings thereon,
the amount allocated to retiree health care is expected to be sufficient to
maintain the program indefinitely.

During 2001, the expenditures for OPEB were $559,606,294. As of December 31,
2001, the unaudited estimated net asset available for future OPEB payments
were $10,965,429,369 and the number of recipients eligible for OPEB payments
were 131,428. During 1998, the Retirement Board adopted a new calculation
method for determining employer contributions applied to OPEB. This was
effective January 1, 1998, and under this new method employer contributions
equal to 4.3% of member covered payroll will be used to fund health care
expense.

Risk Management

The District maintains comprehensive insurance coverage with private carriers
for real property, building contents, and vehicles. Vehicle policies include
liability coverage for bodily injury and property damage. The District has
also obtained coverage for general liability and errors and omissions.

Settled claims have not exceeded any aforementioned commercial coverage in
any of the past three years.

The District pays the State Worker’s Compensation System a premium based on a
rate per $100 of salaries. The rate is calculated based on accident history

and administrative costs.

Concentrations of Credit Risk

Financial instruments that potentially subject the District to concentrations
of credit risk consist principally of accounts receivable. Concentrations of
credit risk with respect to receivables are limited due to the large number
of customers comprising the District’s customer base. As of December 31, 2002
and December 31, 2001, the District had no significant concentrations of
credit risk.
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Perry & Associates

Certified Public Accountants, A.C.

: MARIETTA
1035 Murdoch Avenue 428 Second Street
Parkersburg, WV 26101 Marietta, Ohio 45750
(304) 422-2203 (740) 373-0056

April 25, 2003

Board of Trustees

Reno Area Water and Sewer District
Washington County .
Route 6, Box 59

Marietta, Ohio 45750

INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE AND ON INTERNAL CONTROL
OVER FINANCIAL REPORTING BASED ON AN AUDIT OF FINANCIAL STATEMENTS
PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

We have audited the financial statements of the Reno Area Water and Sewer District
as of and for the years ended December 31, 2002 and 2001, and have issued our report
thereon dated April 25, 2003. We conducted our audit in accordance with auditing
standards generally accepted in the United States of America and the standards applicable
to financial audits contained in Government Auditing Standards, issued by the Comptroller
General of the United States.

Compliance

As part of obtaining reasonable assurance about whether the financial statements are
free of material misstatement, we performed tests of its compliance with certain
provisions of laws, regulations, contracts, and grants, noncompliance with which could
have a direct and material effect on the determination of financial statement amounts.
However, providing an opinion on compliance with those provisions was not an objective of
our audit, and accordingly, we do not express such an opinion. The results of our tests
disclosed instances of noncompliance that are required to be reported under Government
Auditing Standards which are described in the accompanying schedule of findings and
recommendations as items 1 through 6.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the Association's internal
control over financial reporting in order to determine our auditing procedures for the
purpose of expressing our opinion on the financial statements and not to provide assurance
on the internal control over financial reporting. However, we noted a certain matter
involving the internal control over financial reporting and its operation that we consider
to be a reportable condition. Reportable conditions involve matters coming to our
attention relating to significant deficiencies in the design or operation of the internal
control over financial reporting that, in our judgment, could adversely affect the
Association’s ability to record, process, summarize, and report financial data consistent
with the assertions of management in the financial statements. The reportable condition
is described in the accompanying schedule of findings and questioned costs as item 7.
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Board of Trustees

Reno Area Water and Sewer District
April 25, 2003

Page Two

A material weakness is a reportable condition in which the design or operation of
one or more of the internal control components does not reduce to a relatively low level
the risk that misstatements in amounts that would be material in relation to the financial
statements being audited may occur and not be detected within a timely period by employees
in the normal course of performing their assigned functions. Our consideration of the
internal control over financial reporting would not necessarily disclose all matters in
the internal control that might be reportable conditions and, accordingly, would not
necessarily disclose all reportable conditions that are also considered to be material
weaknesses. However, we believe that the reportable condition described above is not a

material weakness.

This report is intended for the information and use of the Board of Trustees,
management and various regulatory agencies and is not intended to be and should not be
used by anyone other than these specified parties.

Respectfully submitted,

WW&J44 c.

Perry #nd Associates
Certified Public Accountants, A.C.

18



Reno Area Water and Sewer District
Washington County
Schedule of Findings and Recommendations
For the Years Ended December 31, 2002 and December 31, 2001

Legal Compliance Citations

Ohio Revised Code

1.

Ohio Revised Code 5705.28 (B) (2) (a) states the taxing authority of a taxing unit that
does not levy a tax is not required to adopt a tax budget pursuant to division (A) of
this section. Instead, on or before the fifteenth day of July each year, such taxing
authority shall adopt an operating budget for the taxing unit for the ensuring fiscal
year. The operating budget shall include an estimate of receipts from all sources, a
statement of all taxing unit expenses that are anticipated to occur, and the amount
required for debt charges during the fiscal year. The operating budget is not
required to be filed with the county auditor or the county budget commission.

The District did not formally adopt an operating budget for fiscal year 2002 or 2001.

We recommend the District formally adopt an operating budget on or before the
fifteenth day of July, and duly record such action in the Official Record of
Proceedings.

Ohio Revised Code 5705.36 (A) (1) states on or about the first day of each fiscal
year, the fiscal officer of each subdivision shall certify the total amount from all
sources available for expenditures from each fund created by or on behalf of the
taxing authority. The amount certified shall include any unencumbered balances that
existed at the end of the proceeding year.

The District fiscal officer did not certify available revenue for fiscal year 2002 or
2001.

We recommend the fiscal officer design or procure forms to certify available revenue
and properly prepare such forms at the prescribed time.

Ohio Revised Code 5705.38 states on or about the first day of each year, the taxing
authority of each subdivision or other taxing unit shall pass an appropriation
measure, and thereafter during the year it may pass any supplemental measures as it
finds necessary, based upon the revised operating budget and certificate of estimated
resources or amendments thereto.

The District did not pass an appropriation measure for fiscal year 2002 or 2001.

We recommend the District pass an appropriation measure or make temporary
appropriations on or about the first day of each year. If the District chooses to
make temporary appropriations; then they must pass a permanent appropriation measure
by the first day of April of the current year, and the appropriations in the annual
appropriations measure for that fiscal year when passed.

Ohio Revised Code 5705.41 (B) states that no subdivision or taxing unit shall make
any expenditure of money unless it has been appropriated as provided in such chapter.

The District failed to pass any such appropriation measure for fiscal year 2002 or
2001.

We recommend the District Fiscal Officer not make any expenditure of District funds
unless an appropriation has been properly passed.
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Board of Trustees

Reno Area Water and Sewer District
Schedule of Findings and Recommendations
Page Two

Legal Compliance Citations (continued)

Ohio Revised Code (continued)

Ohio Revised Code 5705.41 (D) (1) states that no subdivision or taxing unit shall
make any contract or give any order involving expenditure of money unless there is
attached thereto a certificate of the fiscal officer of the subdivision that the
amount required to meet the obligation or, in the case of a continuing contract to be
performed in whole or in part in an ensuring fiscal year, the amount required to meet
the obligation in the fiscal year in which the contract is made, has been lawfully
appropriated for such purpose and is in the treasury or in the process of collection
to the credit of an appropriate fund free from any previous encumbrances.

There were several disbursements noted during the audit period that did not have a
properly completed certificate prepared. Purchase orders were issued and signed by
the initiator or special approval was noted in the minutes for most transactiomns.
Recurring transactions (i.e., utilities, payroll, water) did not have a properly
completed purchase order. This could result in errors and irregularities occurring
and not being detected in a timely manner.

We recommend that a properly completed purchase order and certification be prepared
for all disbursements issued by the District.

Ohio Revised Code 117.38 states at the time the financial report is filed with the
Auditor of State, the chief fiscal officer shall publish notice in a newspaper
published in the political subdivision or taxing district, and if there is no such
newspaper, then a newspaper of general circulation in the political subdivision or
taxing district. The notice shall state that the financial report has been completed
by the public office and is available for public inspection at the office of the
chief fiscal officer.

The District did not present any evidence that the required notice was published.

We recommend the District publish the required notice and retain a copy of such
notice in their files for future audits.

Internal Control Recommendation

7.

It was noted that due to the small size of the District, that nearly all of the
office duties are performed by one individual.

We recommend that the Board of Trustees continue to provide detail oversight and
review all transactions processed by the District.
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