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Deloitte & Touche LLP Telephone: (218} 589-1300
A 127 Public Square Facsimile: (216} 588-1368
Suite 2500

Cleveland, Chic 4411413032

INDEPENDENT AUDITORS' REPORT

Board of Trustees
Regional Income Tax Agency
Brecksville, Ohio

We have audiied the accompanying general purpose financial statements of the Regional Income Tax
Agency ("R.IT.A."Y) as of December 31, 1999, and for the year then ended, listed in the foregoing table of
contents. These general purpose financial statements are the responsibility of the management of RIT.A.
QOur responsibility is to express an opinion on these general purpose financial statements based on our audit,

We conducted our andit in accordance with generally accepted anditing standards in the United States of
America and the standards applicabie to financial andits comtained in Government Auditing Standards issued
by the Comptrolier General of the United States. Those standards require that we plan and perform the
audit to obtain reasonable assurance shout whether the general purpose financial statements are free of
material misstatement. An avdit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the general purpose financial statements. An audit alse includes assessing the accounting
principles used and significant estimates made by management, as well as evalnating the overall financial
statement presentation. 'We believe that our audit provides a reasonable basis for our opinion.

in our opinion, such general purpose financial statements present fairly, in all material respects, the financial
position of R.1.T.A. at December 31, 1999, and the resuits of its operations and the cash flows of its
proprietary fund types for the year then ended in conformity with generally accepted accounting principles.

In accordance with Government Auditing Standards, we have also issued our report dated May 9, 2000 on

our consideration of R.1.T.A ’s internal control over financial reporting and our tests of its compliance with
certain provisions of laws. regulations, contracts and grants.

Delpittr ¥ Towehe LLP

May 9, 2000

DeloitieTouche
Tohmatsu



REGIONAL INCOME TAX AGENCY

COMBINED BALANCE SHEET - ALL FUND TYPES
DECEMBER 31, 1999
(With Comparative Totals for December 31, 1998)

Proprietary Fiduciary Totals
Fund Types Fund Type (Memorandum Only)
Internal
ASSETS: Enterprise Service Agency 1999 1998
Cash and cash equivalents $ 33,922 $ 5,165,237 $ 30,778,702 $ 35977861 $ 35085425
Investments 502,178 502,178
Receivables:
Trade accounts 45,205 6,578 51,783 61,313
Interest 3,812 3,812
Income taxes of member
municipalities 29,841,542 29,841,542 26,404,271
Due from other funds 92,198 1,684,035 1,776,233 1,662,076
Fixed assets:
Land 103,660 103,660 103,660
Building 1,957,000 1,957,000 1,957,000
Office equipment 25,648 1,139,072 1,164,720 945,656
Equipment leased to members 181,550 181,550 158,536
Vehicles 10,198 10,198 10,198
207,198 3,209,930 3,417,128 3,175,050
Less accumulated depreciation
and amortization 163,220 851,747 1,014,967 703,848
Net fixed assets 43,978 2,358,183 2,402,161 2,471,202
Other assets 33.156 54,341 87,497 72,558
TOTAL ASSETS $ 248459 $ 9,272,186 ¥ el,122422 § 70,643,067 § 65,756,845
LIABILITIES AND FUND
EQUITY:
Accoums payable 3 131 5 402,288 $ 402,419 5 307,396
Refunds pavable h 666,050 666,050 695,380
Accrued wages and benefits 37,267 499 924 537,191 484,802
Current portion of capital lease 99,393 99,393 94,957
Other liabilities 43,374 43,374 63,386
Capital lease 77,580 77,580 176,973
Due to other funds 92,198 1,684,035 1,776,233 1,662,076
Due to other governments 7,214,300 58,772,337 65,986,637 61,349,706
Deferred revenue 843,129 843,129 775,005
Total liabilitigs 37,398 9,272,186 61,122 422 70,432,006 65,609,681
FUND EQUITY - Retained
eamings - unreserved 211,061 211,061 147,164
TOTAL LIABILITIES AND
FUND EQUITY 5 248,459 $ 9,272,186 3 61,122422 $ 70,643,067 $ 65,756,845

See notes to combined financial statemenis.



REGIONAL INCOME TAX AGENCY

COMBINED STATEMENT OF REVENUES, EXPENSES AND CHANGES

IN RETAINED EARNINGS - PROPRIETARY FUND TYPES
FOR THE YEAR ENDED DECEMBER 31, 1999
{With Comparative Totals for December 31, 1998)

OPERATING REVENUES:
Tax collection fees
Charges for services and other revenues
Total operating revenues

OPERATING EXPENSES:
Personal services
Travel and transportation
Office rent and maintenance
Equipment and software maintenance
Cast of equipment purchased for members
Professional and processing
Telephone and utilities
Forms and envelopes
Insurance
Miscellaneous expenses
Material and supplies
Depreciation and amortization

Total operating expenses

OPERATING INCOME (LOSS)

NONOPERATING REVENUE - Interest income

NET INCOME (LOSS)

RETAINED EARNINGS, BEGINNING OF YEAR

RETAINED EARNINGS, END OF YEAR

See notes to combined financial siatements.

Proprietary Totals
Fund Types {Memorandum Only)}
Internal
Enterprise Service 1999 1968

$ 3,799,159 § 3,799,159 $ 3,083,965

$ 387,359 141,080 528,439 474,120

387,359 3,940,239 4327 598 3,558,085

222,410 3,640,752 3,863,162 3,316,391

10,798 53,755 64,553 37,725

6,116 108,057 114,173 199,257

23,582 174,194 197,776 163,780

15,834 15,834 13,470

19,668 568,160 587,828 692,357

6,442 170,243 176,685 175,605

261,950 261,950 187,701

110 38,325 38,435 38,231

37 20,944 20,981 46,302

6,660 479,595 486,255 461,027

18,947 296,092 315,039 156,221

330,604 5,812,067 6,142,671 5,488,067
56,755 (1,871,828) (1,815,073) (1,929.982)

7,142 1,871,828 1,878,970 1,923,547
63,897 - 63,897 (6,435}

147,164 147,164 153,599

$ 213,061 L) - $ 211,061 % 147,164




REGIONAL INCOME TAX AGENCY

COMBINED STATEMENT OF CASH FLOWS - PROPRIETARY FUND TYPES
FOR THE YEAR ENDED DECEMBER 31, 1999
(With Comparative Totals for December 31, 1998)

CASH FLOWS FROM OPERATING
ACTIVITIES:
Cash receipts from municipalities
Cash paymenis:
To suppliers for goods and services
To employees for services
For employee benefits
For retainer refund
Net cash provided by (used for)
operating activities

CASH FLOWS FROM CAPITAL AND

RELATED FINANCING ACTIVITIES:
Acquisition of fixed assets

Payments on capital lease obligations
Net cash used for capital and related
financing activities

CASH FLOWS FROM INVESTING
ACTIVITIES:
Interest on cash equivalents
Net cash provided by investing activitics

NET INCREASE (DECREASE) IN CASH
AND CASH EQUIVALENTS

CABH AND CASH EQUIVALENTS,
BEGINNING OF YEAR

CASH AND CASH EQUIVALENTS,
END OF YEAR

SUPPLEMENTAL DISCLOSURE OF CASH
FLOW INFORMATION AND
NONCASH FINANCING ACTIVITIES:
Cash paid for interest

Computer equipment acquired through
capital lease

See notes to combined financial statements.

Proprietary Totals
Fund Types (Memorandum Only)
Internal
Enterprise Service 1999 1998

$ 379,814 $ 10,354 481 $ 10,734,295 $10,741,663
(107,512) (1,796,383) (1,504,395 (1,881,175)
(190,285) (2,840,911} (3,031,196 (2,544,730)
(35,733) (741,867) (777,600) {674,399)
(7,187,538) (7,187,538) (6,516,984)
46,284 (2,212,718) (2,166,434) (875,625)
(26,316) (219,682) (245,998) (2,128,435
(94,957} (94,957) (23,070)
(26,316) (314,639 (340,955) (2,151,505)

7,142 1,871,828 1,878,970 1,923,547

7,142 1,871,828 1,878,970 1,923,547
27,110 (655,529) (628,419) (1,103,583)

6,812 5,820,766 5,827,578 6,931,161

$ 33922 $ 5,165237 $ 5,199,159 $ 5,827,578

3 - b 10,464 5 10,464 $ 3,286

S - 3 - 3 - $ 295,000

{Continued)



REGIONAL INCOME TAX AGENCY

COMBINED STATEMENT OF CASH FLOWS - PROPRIETARY FUND TYPES
FOR THE YEAR ENDED DECEMBER 31, 1999
(With Comparative Totals For December 31, 1998)

Reconclliation of operating income (loss)
to net cash provided by (used for)
operating activities:

Operating income (loss)

Adjustments to reconcile operating
income (loss) to nct cash provided by
(used for) operating activities:
Depreciation and amortization
Changes in assets and liabilities:

Trade accounts receivabie
Interest receivable

Due from other funds

Other assets

Accounts payable

Accrued wages and benefits
Other liabilities

Due to other funds

Due to other governments
Deferred revenues

NET CASH PROVIDED BY (USED FOR)
OPERATING ACTIVITIES

See notes to combined financial statements.

Proprietary Totals
Fund Types {Memorandum Only)
Internal
Enterprise Service 1999 1998
3 56,755 $(1,871,828) $(1,815,073) $(1,929,982)
18,947 296,092 315,039 156,221
(1,073) 10,603 9,530 {5,339)
(3.812) (3,812) 94
(6,469) (107,688) (114,157 (8,999)
(17,238) 2,299 (14,939) 41,186
(1,030} 96,053 95,023 68,621
(3,608) 55,997 52,389 97,289
{20,012) (20,012) 27,534
6,469 6,469 (1,432)
(745,015) (745,015) 719,823
68,124 68,124 (40,641)
$ 46,284 $(2,212,718) $(2,166,434) $ (875,625
{Concluded)



REGIONAL INCOME TAX AGENCY

NOTES TO COMBINED FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 1999

1.

DESCRIPTION OF OPERATIONS AND SUMMARY OF
SIGNIFICANT ACCOUNTING POLICIES

The Regional Income Tax Agency (“R.ILT.A.” or the “Agency”) is an independent entity set up to provide an
efficient collection of municipal income taxes for the member municipalitics of a Regional Council of
Govemments (the “Members”) formed under Section 167 of the Ohio Revised Code. The members elect a nine
member Board of Trustees to oversee the Agency operations. R.ILT A, has a fiduciary responsibility to collect
income taxes for its Members at the rates levied and then distribute the income taxes (net of related expenses
and refunds) to its Members. Distributions of tax coliections o Members are based upon information provided
by taxpayers on tax retumns and other supporting data. R.I.T.A. also provides data processing, printing and
purchasing services to Members who request such services.

The following summarizes the significant accounting policies applied in the preparation of the accompanying
combined financial statements,

General - The accompanying financial statements were prepared in accordance with generally accepted
accounting principles (GAAP). In accordance with Statement No. 20 of the Govemmental Accounting
Standards Board (GASB), “Accounting and Financial Reporting for Proprietary Funds and Other Governmental
Entities That Use Proprietary Fund Accounting,” R.I.T.A. has elected to apply the provisions of the Statements
and Interpretations of the Financial Accounting Standards Board issued after November 30, 1989, except those
that conflict or contradict GASB pronouncements.

Reporting Entity - For financial reporting purposes, R.I.T.A.’s general purpose financial statements include all
funds for which R.1. T.A. is financially accountable. Financial accountability, as defined by the GASB, exists if
R.I'T.A. appoints a voting majority of an organization’s governing board and is either able to impose its will

on that organization or there is a potential for the organization to provide specific financial benefits to, or
impose specific burdens on, R.1.T.A, The Agency may also be financially accountable for governmental
organizations with a separately elected governing board, a governing board appointed by another government,
or a jointly appointed board that is fiscally dependent on R.IT.A. Also taken into consideration are any other
organizations for which the nature and significance of their relationship with R.1.T.A. are such that exclusion
would cause the financial statements to be misleading or incomplete. On this basis, there were no other
organizations that required incorporation into the financial statements.

Basis of Presentation - Fund Accounting - R 1. T.A's accounting system is organized on the basis of funds,
each of which is considered a separate accounting entity. The operations of each fund are accounted for using a
separate set of self-balancing accounts that comprise its assets, liabilities, equity, revenues and expenses. The
various funds are summarized by type in the combined financial statements.



The following fund types are used by RIT.A.:

Proprietary Fund Types - Proprietary fund types are used to account for activities similar to those found
in the private sector, where the determination of net income is necessary or useful to achieve sound
financial administration. The following are R.1.T.A.'s proprietary fund types:

Enterprise Fund - This fund is used to account for operations that are financed and operated in a
manner similar to private business enterprises where the intent of R 1.T.A. is that the costs of
providing goods or special services to the Members and tax collection services to non-members on a
continuing basis be financed or recovered primarily through user charges.

Internal Service Fund - This fund is used to account for the tax collection services provided to
Members on a cost sharing basis. '

Fiduciary Fund Type - Fiduciary funds are used to account for assets that are held by RIT.A.ina
fiduciary capacity.

Agency Fund - This fund is used to account for assets held by R.I.T A. as an agent for other
govemments. This fund is custodial in nature (assets equal liabilities) and does not involve the
measurement of results of operations.

Measurement Focus/Basis of Accounting - Measurement focus refers to what is being measured; basis of
accounting refers to when revenues and expenditures are recognized in the accounts and reported in the
financial statements, regardless of the measurement focus applied. Proprietary fund types are accounted for on
a flow of economic resources measurement focus. With this measurement focus, all assets and liabilities
associated with the operation of these funds are included on the balance sheet. Proprietary fund type operating
statements present increases (i.e. revenue) and decreases (i.e. expenses) in net total assets. Proprietary fund
types are accounted for using the accrual basis of accounting. Under this basis of accounting, revenues are
recognized when eamed, and expenses are recognized when the related liabilities are incurred.

Even though the fiduciary fund type does not involve the measurement of results of operations, the modified
accrual basis of accounting is followed for recognizing assets and liabilities. Amounts due to RI1.T.A. are
recognized when received in cash except for those amounts susceptible to accrual, which are recorded as
receivables when measurable and available to satisfy current obligations. “Measurable™ means that the amount
of the transaction can be determined and “available” means that the amount of the transaction is collectible
within the current period or soon enough thereafier to be used to pay liabilities of the current period. Amounts
susceptible to accrual at the end of the year consist of income taxes, penalties and interest received within the
first 31 days after year end. Under the modified accrual basis of accounting, liabilities are recognized when
incurred, if measurable.

Budgetary Accounting - Although not required under the Ohio Revised Code, an annual operating budget,
which lapses as of the end of the year, is adopted for management purposes. The budget is adopted for the
proprietary funds on the same accounting basis used to reflect actual revenues and expenses. The Executive
Director is authorized to transfer budget amounts between departments and between line items within any fund;
however, any change in the total amount budgeted for 2 particular fund requires the approval of the Board of
Trustees of R.1.T.A. The Board of Trustees of R.I.T.A. passed an appropriation amendment to R.1.T.A.’s fiscal
1999 budget.



Cash and Cash Equivalents - A substantial portion of R.LT.A.'s cash balances is invested on a daily basis
principally in cash equivalents which represent highly liquid investments with a maturity of three months or
less when purchased. At December 31, 1999, R.1.T.A.’s cash equivalents consisted of repurchase agreements
and investments with STAROhio, Huntington Capital Corporation, and First MeritBank carried at cost, which
approximates fair value. Interest income eamed on investments is allocated to the funds based upon investment
balances.

Fixed Assets - All fixed assets are recorded at historical cost and are capitalized in the fund that utilizes the
assets.

Depreciation is charged to operations of proprietary fund types over the assets' estimated useful lives using the
straight-line method, with one half yvear’s depreciation in the year of acquisition. Estimated useful hives are as
follows:

Building 16 years
Office equipment 5 years
Equipment leased to members 3 years
Vehicles 3 years

Allocation of Expenses to Members - R.1.T A, allocates to Members net operating expenses in the intemal
service fund, after reduction for interest income and charges for services. The Members' allocation is based
upon the average of the percentage of cach Member's transactions to total transactions and the percentage of
each Member's revenue to total revenue.

Compensated Absences - R1.T.A’s employees accumulate earned but unused vacation and sick pay benefits.
Vacation and sick pay benefits are accrued when incurred in propriety funds and are reported as a fund liability.

Claims - As described in Note 10, R.I.T.A. is self-insured within certain limits for employee health care
benefits. R.I.T.A. recognizes a liability for heaith care ciaims if information prior to the issuance of the
financijal statements indicates that it is probable that a liability has been incurred at the date of the financial
statements and the amount of this loss can be reasonably estimated.

Interfund Transactions - During the course of normal operations, R.I.T.A. has transactions between funds
including transfers of resources to provide services. Such transfers are generally reflected as operating transfers
or as reimbursements (reduction in expense) in the accompanying combined financial statements.

Deferred Revenue - Deferred revenue represents tax collection fees that will be eamed in the subsequent
month.

Comparative Data - Comparative totals for the prior year have been presented in the accompanying combined
financial statements in order to provide an understanding of changes in R.LT.A."s financial position and
operations. However, presentation of prior vear totals by fund type have not been presented in each of the
statements since their inclusion would make the statements unduly complex and difficult to read.

Total Columns on Combined Financial Statements - The total columns on the accompanying combined
financial statements are captioned "Memorandum Only" to indicate that they are presented only to facilitate
financial analysis. The data in these columns do not present financial information in accordance with GAAP.
The totals include funds that use different bases of accounting and include interfund transactions that have not
been eliminated. Consequently, such data is not comparable to a consolidation.

Reclassifications - Certain reclassifications were made to the 1998 financial statements to conform 1o the
presentation used in the 1999 financial statements.



DEPOSITS AND INVESTMENTS

R.IT.A.’s funds are required to be deposited and invested under the terms of R LT.A.’s investment policy and
the Ohio Revised Code. In accordance with these provisions, only banks located in Ohio and domestic
building and loan associations are eligible to hold public deposits. The provisions also permit R.I1.T.A. to
invest in certificates of deposit, savings accounts, money market accounts, the State Treasurer’s investment
pool (STAROhio), and obligations of the United States Government or certain agencies thereof. RI.T.A. may
also enter into repurchase agreements with any eligible depository or security dealers who are members of the
National Association of Securities Dealers, for a period not exceeding 30 days,

Public depositories must give security for all public funds on deposit. These institutions may either
specifically collateralize individual accounts in lieu of amounts insured by the Federal Deposit Insurance
Corporation (FDIC) or may pledge a pool of government securities that have a face value that is at least 110%
of the total value of public monies on deposit at the institution. Repurchase agreements must be secured by the
specific government securities upon which the repurchase agreements are based. These securities must be
obligations of or guaranteed by the United States and mature or be redeemable within five years of the date of
the related repurchase agreement. The market value of the securities subject to a repurchase agreement must
exceed the value of the principal by 2% and be marked to market daily. State law does not require security for
public deposits and investments to be maintained in R.I.T.A's name.

Deposits - At December 31, 1999, the carrying amount of RI.T.A's deposits was $3,755,047 and the bank
balance was $3,898,166. Of the bank balance, $286,050 was covered by federal depository insurance and
$3,612,116 was uninsured and uncollateralized as defined by GASB. However, the bank balance of
$3,612,116 was covered by a pool of government securities as described above.

Investments - R1.T.A's investments are categorized below to give an indication of the level of credit risk
assumed at year-end. Category 1 includes investments that are insured or registered, or for which securities are
held by RIT.A. orits agent in R.I.T.A.'s name. Category 2 includes uninsured and unregistered investments
for which the securities are held by the counterparty's trust department or agent in R.1.T A.'s name. Category 3
includes uninsured and unregistered investments for which securities are held by the counterparty, or by their
trust department or agent but not in R.I.T.A.'s name.

Risk Category Carrying Fair
1 2 3 Amount Value
FNMA Term Notes $ 502,178 $ 502,178 $ 502,178
Repurchase agreements 27,460,000 27.460,000 27,460,000
Subtotal 27,962,178 27,962,178 | 27,962,178
STAR Ohio Investments 4,762,513 4,762,513
Total $32,724,691 $32,724,691

STAR Ohio investments are not classified by risk category because they are not evidenced by securities that
exist in physical or book entry form as defined by GASB Statement No. 3.

R.LT.A.’s investments (including cash equivalents) are recorded at cost, which approximates market. Under
Statement No. 31 of the Governmental Accounting Standards Board, “Accounting and Financial Reporting for
Certain Investments and External Investment Pools” (the “Statement™), R.ILT.A. is required to report
investments with maturities greater than one year at fair value.



DUE TO/FROM OTHER FUNDS

Amounts due to/from other funds at December 31, 1999 are as follows:

Amount Due To Due From
$ 92,198 Enterprise Fund Intemal Service Fund
1,684,035 Internal Service Fund Tax Receipts Agency Fund

$1,776,233

CAPITAL LEASE COMMITMENTS AND RELATED PARTY TRANSACTIONS

Computer equipment under a capital lease included in property consists of:

Amount at
December 31,
Description 1999
Computer equipment $ 295,000
Accumulated amortization 118,027
Total $ 176,973

The following is a schedule of future minimum lease payments under the capital lease, together with the
present value of the net minimum lease payments, as of December 31, 1999:

2000 $ 105421
2001 75,066
Total minimum lease payments T 184,487
Less amount representing interest 7,514
Present value of net minimum lease payments 176,973
Less current portion 99,393
Total $ 77380

TAX COLLECTION FEES

During each year, R.1.T.A. withholds, as its tax collection fee, a portion of the taxes, penalties and interest
collected. At year-end, the amounts withheld in excess of operating expenses less other revenues is determined
and recorded as amounts due to other governments in the intemal service fund. In the subsequent year, this
excess is distributed to the Members. At December 31, 1999, the amount due to other governments is
calculated as follows:

Amounts withheld for tax collection fees $11,013,459

Charges for services and other revenues 141,080
Interest income 1,871,828
Subtotal U206,
Operating expenses 5,812,067
Excess of amounts withheld (due to other governments) $ 7,214,300

- 10-



COMPENSATED ABSENCES

R.LT.A. employees accumulate vacation leave and unlimited sick leave based upon hours worked and years of
service. Upon retirement or death, employees are paid 25% of accumulated sick leave, not to exceed 250
hours. Sick leave in excess of the 250 hour maximum is not paid upon retirement or death but will be paid
only upon illness while in the employment of R.IT.A.

During the first six years of employment, employees can earn ten days of vacation leave per year. During the
next seven years of employment, employees can cam 15 days per year. After 13 vears of employment, an
employee can earn 20 days and after 21 years of service, employees can gam 25 days per year. Employees may
accrue, and be paid upon termination of employment with R.1.T.A., up to a maximum of 20 days in the first six
years of employment, 30 days during the next seven vears of service, 40 days in the subsequent eight vears and
50 days thereafter,

As of December 31, 1999, the liability accrued for vacation and sick leave is $328,130. The amounts
applicable to the Enterprise Fund of $14,620 and Internal Service Fund of $313,510 are included in accrued
wages and benefits on the combined balance sheet.

OPERATING LEASE COMMITMENTS

R.I.T.A. as Lessor - A portion of the revenue included in the Enterprise Fund for 1999 is derived from the
rental of computer hardware to members. The rentals primarily consist of three-year agreements and provide
for monthly payments to RI1.T.A. The following schedule provides an analysis of R 1.T.A.’s investment in
computer equipment subject to operating leases as of December 31, 1999:

Computer equipment leased to members $ 181,550
Accumulated depreciation (155,604)
Net computer equipment leased to members $ 25,946

In addition to computer hardware, R.I.T.A. also leases computer software to Members. These leases are
primarily three-year agreements and provide for monthly payments to R1.T.A. The total rental income
recognized by the Enterprise Fund under R.LT.A.’s hardware and software leases during 1999 was $350,272.
Future minimum rentals under all software and hardware leases as of December 31, 1999 are as follows:

2000 - : $ 243857
2001 162,204
2002 _ 60,868
Total $ 466,929

The camying value of the computer software leased to others at December 31, 1999 was not significant.

-11-



PENSION PLAN - PUBLIC EMPLOYEES RETIREMENT SYSTEM QOF OHIO

The Public Employees Retirement System of Ohio elected early adoption of Statement No. 27 of the
Govemmental Accounting Standards Board (GASB), “Accounting for Pensions by State and Local
Govemnmental Employers,” which has an effective date of 1998. Accordingly, the following footnote
disclosure has been prepared in accordance with GASB No. 27.

Plan Description - Effective July 1, 1991, all employees of R.1.T A. are required to be members of the Public
Employees Retirement System of Ohio (PERS), a cost-sharing, multiple-employer, defined benefit pension
plan. PERS provides retirement and disability benefits, annual cost of living adjustments, and death benefits to
plan members and beneficiaries. Authority to establish and amend benefits is provided by State statute per
Chapter 145 of the Ohic Revised Code. PERS issues a stand-alone financial report. The financial report may
be obtained by making a written request to the Public Employees Retirement System of Ohio, 277 East Town
Street, Columbus, Ohio 43215-4642 or by calling (614) 466-2085 or (800) 222-PERS (7377).

Funding Pelicy - The Ohio Revised Code provides statutory authority for employee and employer
contributions. Employees are required to contribute 8.5% of their covered payroll to PERS. The 1999
employer contribution rate for local government employer units is 13.55% of covered payroll including 4.2%
that is used to fund postretirement health care benefits. Required employer contributions are equal to 100% of
the doliar amount billed to each employer and must be extracted from the employer’s records. RILT.A.’s total
contributions to PERS for pension benefits (excluding the amount relating to postretirement benefits) for the
years ended December 31, 1999, 1998 and 1997 were $274,571, $250,819 and $197,214, respectively, which
equaled the required contribution in each year.

POSTRETIREMENT HEALTHCARE BENEFITS

In addition to the pension benefits described previously, PERS provides postretirement healthcare coverage to
age and service retirants with ten or more yvears of qualifying Obhio service credit. Healthcare coverage for
disability recipients is available. The healthcare coverage provided by the retirement system is considered an
Other Postemployment Benefit (OPEB) as described in GASB Statement No. 12.

A portion of each employer’s contribution to PERS is set aside for the funding of postretirement healthcare.
The Ohio Revised Code provides statutory authority for employer contrdbutions. The portion of the employer
contribution rate used to fund healthcare for 1999 and 1998 was 4.2 percent of covered payroll in each year.
During 1999 and 1998, $128,660 and $109,915, respectively, of R 1.T.A.’s total contribution to PERS was
used for postretirement benefits. At December 31, 1999, R.I.T.A. was not responsible for paying premiums,
contributions, or claims for OPEB under PERS for any retirees, terminated employees, or other beneficiaries.

The Ohio Revised Code provides the statutory authority requiring public employers to fund postretirement
healthcare through their contributions to PERS.

OPEB is financed through employer contributions and investment earings thereon. The contributions
allocated to retiree health and Medicare, along with investment income on allocated assets and periodic
adjustments in healthcare provisions are expected to be sufficient to sustain the program indefinitely.

During 1997, the Retirement Board adopted a new calculation method for determining employer contributions
applied to OPEB. Under the new method, effective January 1, 1998, employer contributions, equal to 4.2
percent of member covered payroll, are used to fund healthcare expenses. Under the prior method, accrued
liabilities and normal cost rates determined for retiree healthcare coverage.
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Total PERS expenditures for OPEB during 1999 were $524 million. As of December 3 1, 1999, the unaudited
estimated net assets available for future OPEB payments were $9.9 billion. The number of benefit recipients
eligible for OPEB at December 31, 1999 was 118,062,

INSURANCE COVERAGE

R.IT.A. is exposed to various risks of loss including employee health care costs, errors and omissions, torts
and legal judgments, and damage and destruction of assets.

R.IT.A. carries $1,000,000 of comprehensive general liability insurance coverage, a $2,000,000 umbrella
policy, as well as insurance coverage for R.1T A, business intermuption and property losses, RLT A, is insured
through the State of Ohio for workers’ compensation. R.1.T.A. employees have threc health care options, two
of which are standard premium based insurance coverage and one that is a self-insurance policy. RIT.A’s
self-insurance costs related to employee health care cover up to 2 maximum exposure of $27,500 per employee,
with an aggregate annual exposure of $270,450. As of December 31, 1999, the liability accrued for health care
claims is $119,528. The amounts applicable to the Enterprise Fund of $16,724 and Internal Service Fund of
$102,804 are included in accrued wages and benefits on the combined balance sheet. The liabilities represent
R.LT.A."s best estimates based upon available information and include an estimate for claims that have been
incurred but not reported. Settled claims have not exceeded R.1.T.A.’s commercial coverage in any of the past
three fiscal years.

Changes in R1.T.A’s health care claims liability were as follows:

Current Year

Balance at Ciaims and Balance

Beginning Changes in Claim at End

December 31, of Year Estimates Payments of Year
1998 5 05,883 $ 198,251 $ (174,606) $119,528
1999 119,528 165,037 (165,037) 119,528

NEW ACCOUNTING STANDARDS

The Government Accounting Standards Board has issued Statement No. 33, “Accounting and Financial
Reporting for Nonexchange Transactions,” and Statement No, 34, “Basic Financial Statements — and
Management’s Discussion and Analysis — for State and Local Governments.” These statements establish
accounting standards for nonexchange transactions such as grants and other assistance provided to the Agency
by other governmental units and revise accounting and reporting standards for general purpose external
financial reporting by governmental units. Statement No. 33 is effective for the Agency’s year ending
December 31, 2001 and Statement No. 34 is effective for the year ending December 31, 2003. The Agency has
not completed an analysis of the impact of these two statements on its reported financial condition and results
of operations.

* % % k% %k %
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Deloitte &
~ Touche

, - Deloitte & Touche LLP Telephone: [216) 583-1300
- 127 Public Square Facsimile: {216} 589-1369
Suite 2500

Cleveland, Ohio 441141303

INDEPENDENT AUDITORS® REPORT ON COMPLIANCE AND ON INTERNAL CONTROL
OVER FINANCIAL REPORTING BASED UPON THE AUDIT PERFORMED IN ACCORDANCE
WITH GOVERNMENT AUDITING STANDARDS

Board of Trustees
Regional Income Tax Agency
Brecksville, Ohio

We have audited the financial statements of the Regional Income Tax Agency (“R.LT.A.™), as of and for
the year ended December 31, 1999, and have issued our report thereon dated May 9, 2000. We conducted
our audit in accordance with generally accepted auditing standards 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 R LT .A.’s financial statements are free of material
misstatement, we performed tests of its compliance with certain provisions of laws, regulations, coniracts,
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 no instances of noncompliance that are required to be reported under Government Auditing
Standards. However, we noted a certain immaterial instance of noncompliance that we have reported to
RIT.A., in a separate letter dated May 9, 2000.

Internal Contrel Over Financial Reporting

In planning and performing our audit, we considered R.1. T A.’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. Our consideration
of the intemai control over financial reporting would not necessarily disclose all matters in the internal
control over financial reporting that might be material weaknesses. A material weakness is a condition in
which the design or operation of one or more of the internal conirol 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. We noted no matters involving the internal control over
financial reporting and its operation that we consider 1o be material weaknesses. However, we noted other
matters involving the internal control over financial reporting that we have reported to the management of
R.LT.A,, in a separate letter, as referred to above, dated May 9, 2600,

This report is intended solely for the information and use of the Board of Trustees, management of R1.T A,
and the Ohio Auditor of State and is not intended to be and should not be used by anyone other than these
specified parties.

Bolsitte §Towehe LLP

—— e

DaloitteTouche
Tohmatsu
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STATUS OF PRIOR YEAR
COMMENTS ON INTERNAL CONTROL
AND LEGAL COMPLIANCE

There were no comments on intemal control and legal compliance included in the prior year reports.
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-1 L 10107 Brecksville Road - Brecksville, Ohic 441413275
(RE.GIONAL INCOME TAX AGENCD ] TDD 440/526-5332 1-800-860-RITA  440/526-0900

Y femdammn . T T FaxA40/526-8013

May 9, 2000~ - o

The Board of Trustees of the
Regional Income Tax Agency
and Member Municipalities

We are pleased to present the Comprehensive Annual Financial Report (“CAFR™) for the Regional
Income Tax Agency (“R.1.T.A.” or the “Agency”) for the year ended December 31, 1999.

The responsibility for the accuracy of this CAFR rests with the Finance Department of R.IT.A.

We believe the information, as presented, is accurate in all material respects, The data is presented
in a manner designed to faitly set forth the financial position and results of operations of R1LT. A, as
measured by the financial activity of its various funds. All disclosures necessary to enable the
reader to gain the maximum understanding of R.1.T.A_’s financial activities are included.. = _

The CAFR is organized into threc sections:

. The Introductory Section presents the letter of transmittal, a listing of officials, an
organization chart, and a copy of the Certificate of Achievement for Excellence in Financial
Reporting for 1998, ’

. The Financial Section includes the general purpose financial statements and individual fund
statements that provide additional detailed information relative to the general purpose
financial statements. . .

. The Statigtical Section contains pertinént finan¢ial, economic and demographic information
for comparative years.

REPORTING ENTITY AND GENERAL GOVERNMENTAL FUNCTIONS

R.1.T.A. was established to collect and distribute municipal income taxes. The Agency was créated
by the members of a Regional Council of Governments, under Scction 167 of the Ohio Revised
Code. Membership has grown from 38 municipalities in 1971 to 85 municipalities in 1999.

The Agency also offers data processing services to member municipalities. Services include
systems development, technical assistance, and the procurement of hardware, software, and
computer supplies.



For financial reporting purposes, R.I.T.A.’s general purpose financial statements include all funds for which
the Agency is financially accountable. Financial accountability, as defined by the Govemmental Accounting
Standards Board, exists if the Agency appoints a voting majority of an organization’s g0vemmg board and is
either able to impose its will on that organization or there is a potential for the organization to provide
specific financial benefits to, or impose specific burdens on, R.I.T.A. The Agency may also be financially
accountable for govemmental organizations with a scparatcly elected governing board, a governing board
appointed by another govemment, or a jointly appoinied board that is fiscally dependent on R.IT.A. Also
taken into consideration arc any other organizations for which the nature and significance of their relationship
with R.1.T.A. are such that exclusion would cause R.I.T.A.’s financial statements to be misleading or
incomplete. On this basis, there were no other organizations that reqmred mcorporatwn into the financial
statements, :

ECONOMIC INFORMATION

R.LT.A. primarily serves municipalitics that are suburbs of the City of Cleveland, Ohio, which is the County
Seat of Cuyahoga County. The two major business sections in Cuyahoga County arc the service and
manufacturing industries. The primary employers in the service industry provide health care services and
business services. The primary employers in the manufacturing industry produce fabricated metal products
and machinery. :

The 1999 annual unemploymcnt rate for the anary Metropohtan Statistical Area was 4.4 percent, which is
comparable to the rate for the State of Chio (4.2 percent) and the national rate (4.2 percent).

The diversity of Cuyahoga County’s economy is demonstrated in the industrics that make up the 25 largest
companies submitting withholding tax payments to RI.T.A. Ofthe 25 largest withholders, ten are service
providers, nine are manufacturing concems, four are governmerits, one is a utlhty, and one is a sports
organization,

MAJOR INITIATIVES

In 1999, R1.T A. recorded rccord high tax collections of $358.3 million and a low, average percentage net
cost of collections of 1.06 percent. In other words, on average, it costs about a penny to collect a dollar.

The municipalities of Mt. Gilead, Vermilion, Hunting Valley, and Sunbury became members in 1999, The
City of North Royalton became a member on January 1, 2000. Several other municipalities have shown
interest in R.LT.A."s tax collection services. Ma.nagement is continually monitoring the nceds that result
from R.IT.A.’s growth. R.I.T.A’s mission to provide high quality, cost cffectlw, mumclpa.l services has
remained the same.

The Agency’s computerized tax collection system has encountered no difficulties with processing in 2000.
The Year 2000 compliance plan and testing resulted in a successful year end transition.

The Agency is now focusing on business re~engineering. All Agency functions, processes and services are
being reviewed and new technologies will be evaluated. We have engaged KPMG as consultants to assist us
in this effort. The project objective is to streamline operations, expand Agency services and continue
significant growth,



INTERNAL ACCOUNTING CONTROLS

Emphasis is placed on the adequacy of R.LT.A’s interal accounting controls. Such controls are designed to
provide reasonable, but not absolute, assurance regarding (1) the safeguarding of assets against loss from
unauthorized use or disposition, and (2} the reliability of financial records for preparing financial statements
and maintaining accountability for assets. The concept of reasonable assurance recognizes that the cost of
intemal control should not exceed the benefits likely to be derived and that the valuation of cost and benefits
requires estimates and judgments by management.

All intemnal control evaluations occur within the above framework. We believe that R.IT.A’s internal
accounting controls adcquately safeguard assets and provide reasonable assurance of proper rccordmg of
financial transactions,

BUDGETARY CONTROLS

Although not required under the Ohio Revised Code, an annual operating budget is adopted for management
purposes in accordance with the by-laws of RLT.A's charter. R.I.T.A.'s budget is prepared on the same
basis of accounting as the financial statements. The Executive Director is authorized to transfer budget
amounts between departments and between line items within any fumd; however, any budget amendment that
changes the total budget of an individual fund requires the approval of the Board of Trustees of R.LT. A
Therc was one amcndment in 1999,

FUND STRUCTURE

The fund structurc of R LT A. includes the following fund types and categories:
Fund Type . Fund Category

Proprietary Enterprise Fund. This fund is used to account for the data processing and other
services provided to member municipalitics. Accounting for this fund is on the
accrual basis using a flow of economic resources measurement focus.

Internal Service Fund. This fund is used to account for the tax collection
services provided to member municipalities. Accounting for this fund is on the
accrual basis using a flow of economic resources measurement focus.

Fiduciary - Agency Fund. This fund is used to account for all income taxes held by
R.LT.A. as an agent for its member mumcnpalltxeb Accounting for the fund is
on the modified accrual basis of accounting. Agency funds are custodial in
natore and do not involve measurement of the results of operations.



FINANCIAL INFORMATION

The following table presents a summary of combmed balance sheet mfom‘lanon (amounts in thousands

of dollars): .. _
Percentage

December 31, Increase
1955 1853 (Decrease)

Cash, cash equivalents and investments $ 364800 $§ 350854 4.0 %
Rececivables 29.897.1 26,465.6 13.0
Fixed assets {net) A 24022 24712 {2.8)
Total assets S - 70,643.1 65,756.8 7.4
Total liabilitics 70,4320 65,609.7 " 73
Retained eamings of proprigtary fund types 21i.1 147.1 43.5

In total, both assets and liabilities incréased apprommately seven percent The increases are primarily due to
the growth in tax collections, :

The following table presents a summary of operating information (amounts in thousands of dollars):

Percentage
Years Ended December 31, Increase
1999 1998 (Decrease)
Operating revenues: e ) -
Tax collection fees - $ 3,7992 $ 3,084.0 232 %
Charges for services e 5284 . 4741 11.5
Total operating revenues : 4,327.6.. 3,558.1 216
Total nonoperating revenues - interest income T LET9.0 1,9235 . 2.3)
Total revenues e .8 620606 $ 54816 13.2
Operating cxpenscs: - L L. . e -
Personal services ' ' % 38632 $ 33164 16.5
Travel and transportation 64.6 317 71.4
Facilities and telephone 290.8 3749 (22.4)
Equipment/sofiware maintenance and other 213.6 y 177.2 20.5
Profcssional and processing 587.8 692 4 (15.1)
Forms and envelopes - 261.9 187.7 395
Insurance and miscellaneous ' 59.4 34.5 . {29.7)
Material and supplies 486.3 461.0 5.5
Depreciation and amortization 315.0 1562 . 1017
Total operating expenses ' § 61426 $ 5,488.0 11.9




Overall, total revenues and cxpenses for 1999 are higher than 1998, The growth in charges for services
revenue is due to a greater demand for software program updates as requested by member municipalities.
Despite the lower rates in 1999, interest income is comparable to 1998 due to the significant growth in tax
collections available for short-term investment.

Personal services expense increased in 1999 as a result of filling 1998 vacancies and the addition of new
employees nceded for processing our growing tax collections.  The purchase of the R.I.T.A. building in July
1998 caused the deerease in facilities expense and a corresponding increase in depreciation and amortization;
new computer equipment also contributed to the additional depreciation expense. Finally, the decrease in
professional and processing expense occurred because 1998 tax consulting services did not reoccur in 1999,

ENTERPRISE FUND

R.I.T.A.’s Enterprise Fund is used to account for revenues from data processing and other services provided
to member municipalities and tax collection services provided to nonmembers. During 1999, there were no
tax collections for nonmembers.

Primarily, operating revenues increased over 1998 due to the software updates noted above. Personal service
expenses declined due to a decrease in staffing levels in 1999, '

INTERNAL SERVICE FUND

R.I.T.A's Internal Service Fund rcflects the results of operations for tax processing services. The member
municipalities advance monies (retainers) during the year to R LT A, for operations. The retainers are a
percentage of the taxes collected for the municipalities. At year end, costs are allocated to the members, and
any cxcess retainer (retainer over costs) or shortfall {costs over retainer} is refunded to/recovered from the
municipalities in the subsequent year. Overall, operating expenses, interest income and tax collection fees
increased for the reaseons noted previously.

AGENCY FUND

R.IT.A.'s Agency Fund is used to account for the income tax receipts collected, held, and distributed by the
Agency for member municipalities.

DEBT ADMINISTRATION

Under the laws of the State of Ohito, R.LT.A is prohibited from entering into debt arrangements.

CASH MANAGEMENT

Daily tax receipts are invested as received in accordance with Ohio Revised Code Sections 135 and 167,
Monies can be invested in certificates of deposit, repurchase agreements, obligations of the United States
Government or certain of its agencies. - : C - . ST Z _



Investments in certificates of deposit and repurchase agreements are collateralized by U.8. Government
securitics or pools of securities as authorized by Ohio law. Repurchase agreements are usually limited to
overnight or very short periods of time. All repurchases are made with institutions under master repurchase
agreements, '

With respect to the level of credit risk assumed, R.1.T.A.'s repurchase agrecments are in category three, as
established by the Governmental Accounting Standards Board. This category includes uninsured or
unregistered investments for which securitics are held by the counterparty, or by their trust department or
agent, but not in R.I.T.A's name, The StarOhio investments are not classificd by risk categories because
they arc not evidenced by securities that exist in physical or book entry form as defined by GASB Statement
No. 3.

Investment emphasis is on sceurity, liquidity and yield, in that order.

RISK MANAGEMENT

Acting as a fiduciary for its members, R.IT.A.'s management is risk aversc. Policies have becn established
with stringent limitations to minimize risk and profect the member municipalities from financial loss
R.IT.A. also employs several measures to keep taxpayer data strictly confidential.

R.LT.A. is exposed to the risk of a variety of accidental losses. The primary technique used for risk
mitigation is the purchase of insurance policies. R.LT.A. carries $1,000,000 of comprehensive gencral
liability insurance coverage and a $2,000,000 umbrella policy, as well as insurance coverage for RIT.A.
busincss interruption and property losses. R.IT.A, is also insured through the State of Ohio for workers'
compensation.

INDEPENDENT AUDIT

The financial statements of the Regional Income Tax Agency for the fiscal year ended December 31, 1999
have been audited by the independent public accounting firm of Deloitte & Touche LLP. Their mdepcndent
auditors’ report is included in the Financial Section of this CAFR.

The financial statements are the responsibility of R 1, T.A.'s management. The responsibility of the
independent public accountants is to express an opinion on R.LT.Al's financial statements based on their
audit. An audit is conducted in accordance with generally accepted auditing standards. Those standards
require that the audit be planned and performed in a manncer to obtain rcasonable assurance as to whether the
financial statements are frec of material misstatement.

CERTIFICATE OF ACHIEVEMENT FOR EXCELLENCE IN FINANCIAL REPORTING

The Government Finance Officers Association of the United States and Canada (G.F.0.A.) awarded a
Certificate of Achievement for Excellence in Financial Reporting to the chlonal Income Tax Agency for its
Comprehensive Annual Financial Report for the fiscal year ended December 31, 1998, The award is the
highest form of official recognition in govemmental accounting and financial reporting, A copy of the 1998
Certificate of Achievement has been included in this report. This is the fourteenth consecutive year R1.T.A.
has received this award.
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In order to be awarded a Certificate of Achievement for Excellence in Financial Reporting, a govemmental
unit must publish an casily readable and efficiently organized Comprehensive Annual Financial Report with
contents that conform to program standards. Such reports must satisfy both generally accepted accounting
principles for govemments and applicable legal requirements.

A Certificate of Achievement for Excellence in Financial Reporting is valid for a period of one year only.
We believe our current report conforms to the Certificate of Achievement for Excellence in Financial
Reporting program reguirements, and we are submitting it to the G.F.0.A. to determine its eligibility for a
1999 award. : :

ACKNOWLEDGMENTS

The preparation of the Comprehensive Annual Financial Report could not have been accomplished without
the dedication of the Finance Department staff. 1wish to thank my staff members for their efforts and
assistance in the preparation of this document. I also thank R I1.T.A.’s Executive Director and Board of
Trustces for their interest and support of this endeavor and for the manner in which they have directed the
financial operations of R.LT.A.

The Administration Department staff has my appreciation for its assistance in the preparation and asseinbly
of this document. Finally, I express my thanks to all department heads and their staffs for their cooperation
during the past year in the financial matters of RIT.A,

Sincerely,

Christy J. P
Director of Finance and Administration
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Delpitte &
Touche

’\ Deloitte & Touche LLP  Telephone: {216) 5881300
A 127 Public Square Facsimile: (216) £89-1369
Suite 2500

Cleveland, Ohio 44114-1303

INDEPENDENT AUDITORS' REPORT

Board of Trustecs
Regional Income Tax Agency
Brecksville, Ohio

We have audited the accompanying general purpose financial staterents of the Regional Income Tax Agency
(“R.ILT.A.") as of December 31, 1999, and for the year then ended, listed in the foregoing table of contents.
These general puipose financial statements are the responsibility of the management of R1LT.A. Our
responsibility is to express an opinion on these general purpose financial statements based on our audit.

We conducted our andit in accordance with generally accepted auditing standards. Those standards require
that we plan and perform the andit to obtain reasonable assurance about whether the general pupose financial
statements are free of material misstatement. An andit inclndes examining, on a test basis, evidence
supporting the amounts and disclosures in the general pupose 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 andit provides a reasonable basis for our
opinion.

In our opinion, such general purpose financial statements present fairly, in ait material respects, the financial
position of RI.T.A. at December 31, 1999, and the resulis of its operations and the cash flows of its
proprietary fund types for the year then ended in conformity with generally accepted accounting principles,

Our audit was conducted for the purpose of forming an opinion on the general purpose financial statements
taken as a whele. The combining and individual fund financial statements and schedules listed in the
foregoing table of contents, which are also the responsibility of the management of R.I.T.A., arc presented for
purposes of additional analysis and are niot a required part of the general purpose financial staternents of
RLT.A. Such additional information has been subjected to the auditing procedures applied in onr andit of the
general purpose financial statements and, in our opinion, is fairly stated in all material respects when
considered in relation to the general purpose financial statements taken as a2 whole.

The statistical data on pages 44 - 60 is presented for purposes of additional analysis and is not a required part
of the general purpose financial statements of R.LT.A. Such additional information has not been subjected to
the anditing procedures applied in the andit of the general purpose financial statements, and, accordingly, we
express no opinion on it.

Dbyt § Touehe LLP

May 9, 2000

DeloittaTouche
Tohmatsu
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GENERAL PURPOSE FINANCIAL STATEMENTS



REGIONAL INCOME TAX AGENCY

COMBINED BALANCE SHEET - ALL FUND TYPES

DECEMBER 31, 1999

(With Comparative Totals for December 31, 1998)

ASSETS:
Cash and cash equivalents
Investments
Receivables:
Trade accounts
Interest
Income taxes of member
municipalitics
Due from other funds
Fixed assets:
Land
Building
Office equipment
Equipment leased to members
Vehicles

Less accumulated depreciation
and amortization
Net fixed assets

Other assets

TOTAL ASSETS

LIABILITIES AND FUND
EQUITY:
Accounts payable
Refunds payable
Accrued wages and benefits
Current portion of capital lease
Other liabilitics
Capital lease
Due to other funds
Due to other governments
Deferred revenue

Total liabilities

FUND EQUITY - Retained
earnings - unreserved

TOTAL LIABILITIES AND
FUND EQUITY

Proprietary Fiduciary Totals
Fund Types Fund Type {Memorandum Only)
[nternal

Enterprise Service Agency 1999 1998

$ 33922 § 5165237 $ 30,778,702 $ 35977861 $ 35085425
502,178 502,178
45,205 6,578 51,783 . .61,313
3,812 3,812

29,841,542 29,841,542 26,404,271
92,198 1,684,035 1,776,233 1,662,076
103,660 103,660 103,660
1,957,000 1,957,000 - 1,957,000
25,648 1,139,072 1,164,720 945,656
181,550 181,550 158,536
10,198 i 10,198 10,198
207,198 3,209,930 3,417,128 3,175,050
163,220 851,747 1,014,967 703,848
43,978 2,358,183 2,402,161 2,471,202
33,156 54,341 ] 87,497 72,558
$ 248,459 5 9,272,186 $ 61,122,422 $ 70,643,067 § 65,756,845
5 131 5 402,288 b 402,419 $ 307,396
$ 666,050 666,050 695,380
37,267 499,924 537,191 484,802
99,393 . .. 99,393 94,957
43,374 43,374 63,386
77,580 77,580 176,973
92,198 1,684,035 1,776,233 1,662,076
7.214,300 58,772,337 . 65,986,637 61,349,706
843,129 843.129 775,003
37,398 9,272,186 61,122,422 70,432,006 63,609,681
211,061 211,061 147,161
§ 248,459 $ 9,272,186 3 61,122,422 £ 70,643,067 $ 065,756,845

See notes to combined financial statements.

-17 -




REGIONAL INCOME TAX AGENCY

COMBINED STATEMENT OF REVENUES, EXPENSES AND CHANGES
IN RETAINED EARNINGS - PROPRIETARY FUND TYPES

FOR THE YEAR ENDED DECEMBER 31, 1999
(With Comparative Totals for December 31, 1998)

See notes to combined financial staternents.
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Proprietary Totals
Fund Types {Memorandum Only)
Internal
Enterprise Service 1999 1988
OPERATING REVENUES:
Tax collection fees $ 3,799,159 $ 3,799,159 $ 3,083,965
Charges for services and other revenues $ 387,359 141,080 528,439 474,120
Total operating revenues 387,359 3,940,239 4,327,598 3,558,085
OPERATING EXPENSES: :
Personal services 222,410 3,640,752 3,863,162 3,316,391
Travel and transportation 10,798. . 53,755 64,553 _...37,725
Office rent and maintenance 6,116 108,057 114,173 199,257
Equipment and software maintenance : 23,582 174,194 197,776 163,780
Cost of equipment purchased for membess 15,834 15,834 13,470
Professional and processing 15,668 568,160 587,828 692,357
Telephone and utilities 6,442 170,243 176,685 175,605
Forms and envelopes 261,950 261,950 187,701
Insurance 110 38,325 - 38,435 38,231
Miscellancous expenses 37 20,944 20,981 46,302
Material and supplics 6,660 479,595 486,255 461,027
Depreciation and amortization 18,947 296092 315,039 . 156,221
Total operating expenses 330,604 5,812,067 6,142,671 5,488,067
OPERATING INCOME {LOSS) - ' 56,755 (1,871,828) (1,815,073} (1,929,982)
NONOPERATING REVENUE - Interest income 7,142 1,871,828 ~ 1,878,970 1,923,547
NET INCOME (LOSS) " 63,897 - 63,897 (6.435)
RETAINED EARNINGS, BEGINNING OF YEAR 147,164 147,164 153,599
RETAINED EARNINGS, END OF YEAR $ 211,061 $ - ] 211,061 s 147,164




REGIONAL INCOME TAX AGENCY

COMBINED STATEMENT OF CASH FLOWS - PROPRIETARY FUND TYPES
FOR THE YEAR ENDED DECEMBER 31, 1999
{(With Comparative Totals for December 31, 1998)

CASH FLOWS FROM OPERATING
ACTIVITIES:
Cash receipts from municipalitics
Cash payments:
To suppliers for goods and services
Te employecs for services
For employee benefits
For retainer refund
Net cash provided by (used for)
operating activities

CASH FLOWS FROM CAPITAL AND

RELATED FINANCING ACTIVITIES:
Acquisition of fixed assets

Payments on capital lease obligations
Net cash used for capital and related
financing activities

CASH FLOWS FROM INVESTING
ACTIVITIES: .
Interest on cash equivalents
Net cash provided by investing activities

NET INCREASE (DECREASE) IN CASH
AND CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS,
BEGINNING OF YEAR

CASH AND CASH EQUIVALENTS,
END OF YEAR

SUPPLEMENTAL DISCLOSURE OF CASH
FLOW INFORMATION AND
NONCASH FINANCING ACTIVITIES:
Cash paid for interest

Computer equipment acquired through
capital lease

See notes to combined financial statements.
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Proprietary Totals
Fund Types {Memorandum Only)
Internal
~ Enterprise Service 1988 1998

$ 379,814 $ 10,354,481 $ 10,734,295 $10,741,663
(107,512) (1,796,883 {1,904,395) (1,881,175)
(190,285} (2,840,911) (3,031,196) (2,544,730)
{35,733) (741,867) (777,600} (674,399
(7,187,538) (7,187,538} (6,516,984)
46,284 (2,212,718) (2,166,434) (875,625)
(26,3 16) {219,682) (245,998) (2,128,435
{94,957) {94,957y (23,070)
(26,316) {314,639 (340,955} (2,151,505)
7,142 1,871,828 1,878,970 1,923,547

7,142 1,871,828 1,878,970 1,923,547
27,110 (655,529} (628,419) (1,103,583)
6,812 5,820,766 5,827,578 6,931,161

$ 33,922 $ 5165237 - $ 5,199,159 $ 5,827,578
b - 3 10,464 3 10,464 3 3,286
$ - 3 - $ - § 295000

{Continued)



REGIONAL INCOME TAX AGENCY

COMBINED STATEMENT OF CASH FLOWS - PROPRIETARY FUND TYPES
FOR THE YEAR ENDED DECEMBER 31, 1999
(With Comparative Totals For December 31, 1998)

Reconciliation of operating income (loss)
to net cash provided by (used for)
operating activities:

Operating income (loss)

Adjustments to reconcile opcrating
income (loss) to net cash provided by
(used for) operating activitics:
Depreciation and amortization
Changes in assets and liabilitics:

Trade accounts receivable
Iuterest receivable

Due from other funds

Other assets

Accounts payable

Accrued wages and benefits
Other liabilities

Duce to other funds

Due to other governments
Deferred revenues

NET CASH PROVIDED BY (USED FOR)
OPERATING ACTIVITIES

Sec notes to combined financial statements.

Proprietary Totals
Fund Types (Mernorandum Only)
Internal
Enterprise Service 1999 1988
b 56,755 $(1,871,828) §(1,815,073) $(1,925,982)
18,947 290,092 315,039 156,221
(1,073) 10,603 9,530 (5,33%)
{3,812) (3,812) 94
(6,46%9) {107,688 (114,157) {8,999}
(17,238) 2,299 (14,939) 41,186
(1,030) 96,053 . 95,0237 68,621
(3,008) 55,997 52,389 97,289
' (20,012) (20,012) 27,534
6,46% 6,469 (1,432)
{745,015) (745,015) 719,823
68,124 68,124 (40,641
b} 46,284 $(2,212,718) $(2,166,434) $ (875,625

-20 -
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REGIONAL INCOME TAX AGENCY

NOTES TO COMBINED FINANCIAL STATEMENTS

YEAR ENDED DECEMBER 31, 1999

1.

DESCRIPTION OF OPERATIONS AND SUMMARY OF
SIGNIFICANT ACCOUNTING POLICIES

The Regional Income Tax Agency (“R.U.T.A.” or the “Agency”) is an independent entity set up to provide an
efficient collection of municipal income taxes for the member municipalities of a Regional Council of
Governments (the “Members™) formed under Section 167 of the Ohio Revised Code. The members elect a nine
member Board of Trustees to oversee the Agency operations. R.IT.A. has a fiduciary responsibility to collect
income taxes for its Members at the rates levied and then distribute the income taxes (net of related expenses
and refunds) to its Members. Distributions of tax collections to Members are based upon information provided
by taxpayers on tax returns and other supporting data, R.I.T.A. also provides data processing, printing and
purchasing services to Members who request such services.

The following summarizes the significant accounting policies applied in the preparation of the accompanying
combined financial statements,

General - The accompanying financial statements were prepared in accordance with generally accepted
accounting principles (GAAP). In accordance with Statement No. 20 of the Governmental Accounting
Standards Board (GASB), “Accounting and Financial Reporting for Proprietary Funds and Other Governmental
Entities That Use Proprietary Fund Accounting,” R.I.T.A. has elected to apply the provisions of the Statemcents
and Interpretations of the Financial Accounting Standards Board issued after November 30, 1989 except those
that conflict or contradict GASB pronouncements. =~

Reporting Entity - For financial reporting purposes, R.I.T.A.’s general purposc financial statements include all
funds for which R.L.T.A. is financially accountable. Financial accountability, as defined by the GASB, exists if
R.I.T.A. appoints a voting majority of an organization’s goveming board and is cither able to impose its will

on that organization or there is a potential for the organization to provide specific financial benefits {o, or
impose specific burdens on, R.IT.A. The Agency may also be financially accountable for governmental
organizations with a separately elected goveming board, a governing board appointed by another govermment,
or a jointly appointcd board that is fiscally dependent on R.LT.A. Also taken into consideration are any other
organizations for which the nature and significance of their relationship with R.I.T.A. are such that exclusion
would cause the financial statements to be misleading or incomplete. On this basis, there were no other
organizations that required incorporation into the financial statements.

Basis of Presentation - Fund Accounting - R1.T A 's accounting system is organizcd on the basis of funds,
each of which is considered a separate accounting entity. The operations of cach fund are accounted for using a
separatc set of self-balancing accounts that comprise its assets, Habilities, equity, revenues and expenses. The
various funds are summarized by type in the combined financial statements.
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The following fund types arc used by RLT. AL S

Proprietary Fund Types - Proprietary fund types are used to account for activities similar to those found
in the private sector, where the determination of net income is necessary or useful to achieve sound
financial administration. The following are R.1.T.A's proprietary fund types:

Enterprise Fund - This fund is used to account for operations that are financed and operated in a
manner similar to private business enterprises where the intent of R.ILT.A. is that the costs of
providing goods or special services to the Members and tax collection services to non-members on a
continuing basis be financed or recovered primarily through user charges.

Internal Service Fund - This fund is used to account for the tax collection services provided to
Members on a cost sharing basis. -

Fiduciary Fund Type - Fiduciary funds are used to account for assets that are held by R1T.A.ina
fiduciary capacity.

Agency Fund - This fund is used to account for assets held by R.I.T.A. as an agent for other
governments, This fund is custodial in nature (asscts equal liabilities) and does not involve the
measurement of results of operations.

Measurement Focus/Basis of Accounting - Measurement focus refers to what is being measured; basis of
accounting rcfers to when revenucs and expenditures are recognized in the accounts and reported in the
financial statements, regardless of the measurement focus applied. Proprietary fund types are accounted for on
a flow of economic resources measuremerit focus. With this measurement focus, all assets and lisbilities
associated with the operation of these funds are included on the balance sheet. Proprietary fund type operating
staterncnts present increases (i.c. revenue) and decreases (i.e. expenses) in nef total assets. Proprietary fund
types are accounted for using the accrual basis of accounting. Under this basis of accounting, revenues arc
recognized when samed, and expenses are recognized when the related liabilities are incurred.

Even though the fiduciary fund type does not involve the measurement of results of operations, the modified
accrual basis of accounting is followed for recognizing assets and liabilitics. Amounts due to R.I.T.A. are
recognized when received in cash except for those amounts susceptible to accrual, which are recorded as
receivables when measurable and available to satisfy current obligations. “Measurable” means that the amount
of the transaction can be determined and “available” means that the amount of the transaction is collectible
within the current period or soon enough thercafter to be used to pay liabilities of the current period. Amounts
susceptible to accrual at the end of the vear consist of income taxes, penaltics and interest received within the
first 31 days after year end. Under the modified accrual basis of accounting, liabilities are recognized when
incurred, if measurable. . - . . :

Budgetary Accounting - Although not required under the Ohio Revised Code, an annual operating budget,
which lapses as of the end of the year, is adopted for management purposes. The budget is adopted for the
proprietary funds on the same accounting basis used to reflect actual revenues and expenses. The Executive
Director is authorized to transfer budget amounts between departments and between line items within any fund;
however, any change in the total amount budgeted for a particular fund requires the approval of the Board of
Trustees of RLT.A. The Board of Trustees of R.1.T.A. passed an appropriation amendment to R.LT.A’s fiscal
1999 budget.
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Cash and Cash Equivalents - A substantial portion of R.LT A.'s cash balances is invested on a daily basis
principally in cash equivalents which represent highly liquid investments with a maturity of three months or
less when purchased. At December 31, 1999, R.I.T.A.’s cash equivalents consisted of repurchase agreements
and investments with STAROhio, Huntington Capital Corporation, and First MeritBank carried at cost, which
approximates fair value. Interest income eamcd on investments is aIIocated to the funds based upon investment
balances.

Fixed Assets - All fixed assets are recorded at historical cost and are capttahzed in the fund that uuhzes the
assets.

Depreciation is charged to operations of proprietary fiid types over the assets' cstimated useful lives using the
straight-line method, with one half year’s deprec:lauon in the year of acqmsmon Estimated useful lives are as
follows:

Building 16 years
Office equipment 5 years
Equipment leased to members ' 3 years
Vehicles - - 3 years

Allocation of Expenses to Members - R1.T.A. allocates to Members net operating expenses in the internal
service find, after reduction for interest income and charges for services. The Members' allocation is based
upon the average of the percentage of each Member's transactions to total transactions and the percentage of
each Member's revenue to total revenue.

Compensated Absences - R.1.T.A.’s employees accumulate earned but unusced vacation and sick pay bencfits.
Vacation and sick pay benefits are accrued when incurred in propricty funds and are reported as a fund liability.

Claims - As described in Note 10, R.LT.A, is self-insured within certain limits for employec health care
benefits. RIT.A, recognizes a liability for health care claims if information prior to the issuance of the
financial statements indicates that it is probable that a liability has been incurred at the date of the financial
statements and the amount of this loss can be reasonably estimated.

Interfund Transactions - During the course of normal operations, R.ILT.A. has transactions between funds
including transfers of resources to provide services., Such transfers are generally reflected as operating transfers
or as reimbursements (reduction in expense) in the accompanying combined financial staterents.

Deferred Revenue - Deferred revenue represents tax collection fees that will be carned in the subsequent
month,

Comparative Data - Comparative totals for the prior year have been presented in the accompanying combined
financial statements in order to provide an understanding of changes in R1.T.A.’s financial position and
operations. However, presentation of prior year totals by fund type have not been presented in cach of the
statements since their inclusion would make the statements unduly complex and difficult to read.

Total Columns on Combined Financial Statements - The total columas on the accompanying combined
financial statements are captioned "Memorandum Oaly" to indicate that they are presented only to facilitate
financial analysis. The data in these columns do not present financial information in accordance with GAAP.
The totals include funds that use différent bases of accounting and include interfund transactions that have not
been eliminated. Consequently, such data is not comparable to a consolidation.

Reclassifications - Certain reclassifications were made to the 1998 financial statements to conform to the
presentation used in the 1999 financial statements,
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DEPOSITS AND INVESTMENTS

R.IT.A.’s funds are required to be deposited and invested under the terms of RLT.A’s investment policy and
the Ohio Revised Code. In accordance with these provisions, orly banks located in Ohio and domestic
building and loan associations are eligible to hold public deposits. The provisions also permit RI1T.A. to
invest in certificates of deposit, savings accounts, money market accounts, the State Treasurer’s investment
pool (STAROhio), and obligations of the United States Government or certain agencies thereof R.LT.A. may
also enter into repurchase agreements with any eligible depository or security dealers who are members of the
National Association of Securities Dealers, for a period not exceeding 30 days.

Public depositories must give sccurity for all public funds on deposit. These institutions may cither
specifically collateralize individual accounts in licu of amounts insured by the Federal Deposit Insurance
Corporation (FDIC) or may pledge a pool of government securities that have a face value that is at least 110%
of the total value of public monies on deposit at the institution. Repurchase agreements must be secured by the
specific government securities upon which the repurchase agreements are based. These securities must be
obligations of or guaranteed by the United States and mature or be redeemable within five years of the date of
the related repurchase agreement. The market value of the securities subject to a repurchase agreement must
exceed the value of the principal by 2% and be marked to market daily. State law does not require security for
public deposits and investments to be maintained in R.I.T.Al's name.

Deposits - At Decernber 31, 1999, the camrying amount of RULT.A's deposits was $3,755,047 and the bank
balance was $3,898,166. Of the bank balance, $286,050 was covered by federal depository insurance and
$3,612,116 was uninsured and uncollateralized as defined by GASB. However, the bank balance of
$3,612,116 was covered by a pool of government securities as described above.

Investments - R1.T.A.'s investments are categorized below to give an indication of the level of credit risk
assumed at vear-end. Category 1 includes investments that are insured or registered, or for which securities are
held by RULT.A. orits agent in R.IT.A's name. Category 2 includes uninsured and unrcgistered investments
for which the securities are held by the counterparty's trust department or agent in R.1.T.A.'s name. Category 3
includes uninsured and unregistered investments for which securities are held by the counterparty, or by their
trust department or agent but not in R.I.T.A.'s name,

Risk Category ) , Carrying Fair
1 2 3 Amount Value
FNMA Term Notes : % 502,178 0 % 502,178 § 502,178
Repurchase agreements 27,460,000 27,460,000 - 27,460,000
Subtotal 27,962,178 27,962,178 27,962,178
STAR Ohio Investments 4,762,513 4,762,513
Total _ o 7 $32,724,691 £32,724,691

STAR Ohio investments are not classified by risk category because they are not evidenced by securities that
exist in physical or book entry form as defined by GASB Statement No. 3.

R.LT.A’s investments (including cash equivalents) are recorded at cost, which approximates market. Under
Statement No. 31 of the Governmental Accounting Standards Board, “Accounting and Financial Reporting for
Certain Investments and External Investment Pools” (the “Statement™), RIT.A. is required to report
investments with maturities greater than one year at fair value.
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DPUE TO/FROM OTHER FUNDS

Amounts due to/from other funds at December 31, 1999 are as follows:

Amount Due To Bue From
$ 92,198 Enterprise Fund Internal Service Fund
1,684,035 Intemal‘S‘er\_,fice Fund o Tax Rcce_ipts Agency Fund
$1,776,233 B - o C

CAPITAL LEASE COMMITMENTS AND RELATED PARTY TRANSACTIONS

Computer equipment under a capital lease included in property consists of;

Amount at
December 31,
Description 1968
Computer equipment $ 295,000
Accumulated amortization 118,027
Total $ 176,973
L

The following is a schedule of future minimum lease payments under the capital lease, together with the
present value of the net minimum leasc payments, as of December 31, 199%:

2000 ' $ 105421
2001 79,066
Total minimum leasc payments -~ S A48T T
Less amount representing interest 7,514
Present value of net minimum lease payments
Less current portion 99,393
Total s

TAX COLLECTION FEES T ST

During each year, R.LT.A. withholds, as its tax collection fee, a portion of the taxes, penaltics and interest
collected. At year-end, the amounts withheld in excess of operating expenses less other revenues is determined
and recorded as amounts due to other governments in the internal service fund. In the subsequent year, this
excess is distributed to the Members. At December 31, 1999, the amount duc to other governments is
calculated as follows:

Amounts withheld for tax collection fees $11,013,459
Charges for services and other revenues 141,080
Interest income 1,871,828
Subtotal ,026,
Operating expenses 5,812,067
Excess of amounts withheld {due to other govemments) $ 7,214,300
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COMPENSATED ABSENCES

R.LT.A. employees accumulate vacation leave and unlimited sick leave based upon hours worked and years of
service. Upon retirement or death, employees are paid 25% of accumulated sick leave, not to exceed 250
hours. Sick leave in excess of the 250 hour maximum is not paid upon retirement or death but will be paid
only upon illness while in the employment of R1.T.A.

During the first six years of employment, employees can earn ten days of vacation leave per year. During the
next seven years of employment, employees can earn 15 days per year. After 13 years of cmployment, an
cmployee can earn 20 days and after 21 years of service, employees can earn 235 days per year. Employces may
accrue, and be paid upon temmination of employment with RLT.A., up to a maximum of 20 days in the first six
years of employment, 30 days during the next seven years of service, 40 days in the subsequent cight years and
50 days thereafier,

As of December 31, 1999, the liability accrued for vacation and sick leave is $328,130. The amounts
applicabie to the Enterprise Fund of $14,620 and Internal Service Fund of $313,510 are included in accrued
wages and benefits on the combined balance shect.

OPERATING LEASE COMMITMENTS

R.IT.A. as Lessor - A portion of the revenue included in the Enterprise Fund for 1999 is derived from the
rental of computer hardware to members. The rentals primarily consist of three-year agrecments and provide
for monthly payments to R.1.T.A. The following schedule provides an analysis of R1.T.A.’s investment in
computer equipment subject to operating leases as of December 31, 1999:

Computer equipment leased to members $ 181,550 .
Accumulated depreciation (155,604)
Net computer equipment leased to members 5 25,946

In addition to computer hardware, R.I.T.A. also leases computer software to Members. These leases are
primarily three-year agreements and provide for monthly payments to R.IT.A. The total rental income
recognized by the Enterprise Fund under R 1. T.A."s hardware and sofiware leases during 1999 was $350,272.
Future minimum rentals under all software and hardware leases as of December 31, 1999 are as foltows:

2000 § 243,857
2001 162,204
2002 ' : 60,868
Total § 466,929

The carrying value of the computer software leased to others at December 31, 1998 was not significant.
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PENSION PLAN - PUBLIC EMPLOYEES RETIREMENT SYSTEM OF OHIO

The Public Employees Retirement System of Ohio elected earty adoption of Statement No. 27 of the
Governmental Accounting Standards Board (GASB), “Accounting for Pensions by State and Local
Governmental Employers,” which has an effective date of 1998. Accordingly, the following footnote
disclosure has been prepared in accordance with GASB No. 27.

Plan Description - Effective July 1, 1991, all employees of RI1.T.A. are required to be members of the Public
Employees Retirement System of Ohio (PERS), a cost-sharing, multiple-employer, defined benefit pension
plan. PERS provides retirement and disability benefits, annual cost of living adjustments, and death benefits to
plan members and beneficiaries. Authority to establish and amend bencfits is provided by State statute per
Chapter 145 of the Ohio Revised Code. PERS issues a stand-alone financial report. The financial report may
be obtained by making a written request to the Public Employees Retirement System of Ohio, 277 East Town
Street, Columbus, Ohio 43215-4642 or by calling (614) 466-2085 or (800) 222-PERS (7377).

Funding Policy - The Ohio Reviscd Code provides statutory authority for employee and employer
contributions. Employees are required to contribute 8.5% of their covered payroll to PERS. The 1999
employer contribution rate for local govermment employer units is 13.55% of covered payroll including 4.2%
that is used to fund postretirement health care benefits. Required employer contributions are equal to 100% of
the dollar amount billed to each employer and must be extracted from the employer’s records. R.LT.A.’s total
contributions to PERS for pension benefits (excluding the amount relating to postretirement benefits) for the
years ended December 31, 1999, 1998 and 1997 were $274,571, $250,819 and $197,214, respectively, which
equaled the required contribution in each year.

POSTRETIREMENT HEALTHCARE BENEFITS

In addition to the pension benefits described previously, PERS provides postretirement healthcare coverage to
age and scrvice retirants with ten or more years of gqualifying Ohio service credit. Healthcare coverage for
disability recipients is available. The healthcare coverage provided by the rctirement system is considered an
Other Postemployment Benefit (OPEB) as described in GASB Statement No. 12. -

A portion of cach employer’s contribution to PERS is set aside for the funding of postretirement healtheare.
The Ohio Revised Code provides statutory authority for employer contributions. The portion of the employer
contribution rate used to fund healthcare for 1999 and 1998 was 4.2 percent of covered payroll in each year.
During 1999 and 1998, $128,660 and $109,913, respectively, of R.L.T.A.’s total contribution to PERS was
used for postretirement benefits. At December 31, 1999, R.LT.A. was not responsible for paying premiums,
contributions, or claims for OPEB under PERS for any retirces, terminated employees, or other beneficiaries.

The Ohio Revised Code provides the statutory authorty requiring public employers to fund postretirement
healthcare through their contributions to PERS. ' '

OPEB is financed through employer contributions and investment camings thereon. The contributions
allocated to retiree health and Medicare, along with investment income on allocated assets and periodic
adjustments in healthcare provisions are expected to be sufficient to sustain the program indefinitely.

During 1997, the Retirement Board adopted a new calculation method for determining employer contributions
applied to OPEB. Under the new method, effective January 1, 1998, employer contributions, equal to 4.2
percent of member covered payroll, are used to fund healthcare expenses. Under the prior method, accrued
liabilities and normal cost rates determined for retiree healthcare coverage.
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10.

11.

Total PERS expenditures for OPEB during 1999 were $524 million. As of December 31, 1999, the unaudited
estimated net assets available for future OPEB payments were $9.9 billion. The number of benefit recipients
eligible for OPEB at December 31, 1999 was 118,062,

INSURANCE COVERAGE

R.IT.A. is exposed to various risks of loss including employce health care costs, errors and omissions, torts
and legal judgments, and damage and destruction of assets.

R.ILT.A. carries $1,000,000 of comprehensive generat liability insurance coverage, a $2,000,000 umbrella
policy, as well as insurance coverage for R.1.T.A. business interruption and property losses. R T.A. is insured
through the Statc of Ohio for workers’ compensation. R.LT.A. cmployees have three health care options, two
of which are standard premium based insurance coverage and one that is a self-insurance policy. RI1.T.A’s
self-insurance costs related to employee health care cover up to a maximum cxposure of $27,500 per employee,
with an aggregate annual exposure of $270,450. As of December 31, 1999, the liability accrued for health carc
claims is $119,528. The amounts applicable to the Enterprise Fund of $16,724 and Internal Service Fund of
$102.804 are included in accrued wages and benefits on the combined balance sheet. The liabilities represent
R.LT.A s best estimates based upon available information and include an estimate for claims that have been
incurred but not reported. Settled cla.tms have not exceeded R.LT.A’s commermal coverage in any of the past
three fiscal years.

Changes in R.1.T.A’s health care claims liability were as follows:

Current Year

Balance at Claims and Balance

Beginning Changes in Claim at End

December 31, of Year Estimates Payments of Year
1998 $ 95,883 $ 198,251 $ _( 1774_,__606)' ) 5t 19,528
1999 119,528 © 165,037 (165,627 119,528

NEW ACCOUNTING STANDARDS

The Government Accounting Standards Board has issued Statement No. 33, “Accounting and Financial
Reporting for Nonexchange Transactions,” and Statement No, 34, “Basic Financial Statements ~ and
Management’s Discussion and Analysis — for State and Local Governments.” These statements establish
accounting standards for nonexchange transactions such as grants and other assistance provided to the Agency
by other governmental units and revise accounting and rcporting standards for general purpose extemnal
financial reporting by governmental units. Statement No. 33 is effective for the Agency’s year endmg
December 31, 2001 and Statement No. 34 is effective for the year ending December 31, 2003. The Agency has
not completc.d an analysis of the impact of these two statements on its reported ﬁnanclal condition and resuits
of operations.

¥ % % ok % %

-28 -



COMBINING AND INDIVIDUAL

FUND FINANCIAL STATEMENTS AND SCHEDULES



ENTERPRISE FUND



ENTERPRISE FUND

Enterprise Funds are established to account for operations that are financed and operated in a
manner similar to private sector business where the intent is that the expense (including
depreciation) of providing goods or services be financed or recovered primarily through user
charges. R.I.T.A.'s Enterprise Fund is used to account for tax collection services to non-members (if
any) and for the data processing and other services provided to member municipalities.
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REGIONAL INCOME TAX AGENCY

ENTERPRISE FUND
BALANCE SHEETS
DECEMBER 31, 1999 AND 1998

ASSETS:
Cash and cash equivalents
Receivables - Trade accounts
Due from other funds
Fixed assets:
Office equipment
Equipment leased to members

Less accumnulated depreciation and amortization
Net fized assets
Other assets
TOTAL ASSETS
LIABILITIES AND FUND EQUITY:
Accounts payable
Accrued wages and benefits

Total liabilities

FUND EQUITY - Retained eamings - unreserved

TOTAL LIABILITIES AND FUND EQUITY

-30 -

1999 1998
$ 33922, $ 6812
45265 . . 44,132
92,198 85,729
25648 22345
181,550 158,536
707,198 180,381
163,220 144,272
IR 36,500
33,156 15,918
$248,459  $189,200
$ 131§ 1,161
37,267 40,875
37,398 42,036
211,061 147,164
$248459  $189,200




REGIONAL INCOME TAX AGENCY

ENTERPRISE FUND

STATEMENTS OF REVENUES, EXPENSES AND CHANGES IN RETAINED EARNINGS

FOR THE YEARS ENDED DECEMBER 31, 1999 AND 1998

OPERATING REVENUES: -
Charges for services and other revenues

Total operating revenues

OPERATING EXPENSES:
Personal services
Travel and transportation
Office rent and maintenance
Equipment and software maintenance
Cost of equipment purchased for members
Professional and processing
Telephone and utilities
Insurance
Miscellaneous expenses
Material and supplies
Depreciation and amortization

Total operating expenses
OPERATING INCOME (LOSS)
NONOPERATING REVENUES - Interest income
NET INCOME (LOSS)
RETAINED EARNINGS, BEGINNING OF YEAR .

RETAINED EARNINGS, END OF YEAR

=31 -

1999 1998
$ 387,359 § 347,780
387359 347,780
222410 264,967
10,798 4735
6.116 8.451
23.582 33121
15.834 13.470
19,668 545
6,442 7210
110 102
37 248
6,660 — 7334
18,947 21,068
330,604 361,251
56,755 (13.471)
7,142 7.036
63,897 (6,435)
147,164 153599
$ 147,164

$ 211,061
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REGIONAL INCOME TAX AGENCY

ENTERPRISE FUND
STATEMENTS OF CASH FLOWS

FOR THE YEARS ENDED DECEMBER 31, 1999 AND 1998

CASH FLOWS FROM OPERATING ACTIVITIES:
Cash rcceipts from municipalitics
Cash payments:
To suppliers for goods and services
To employees for services
For emplovee bencfits
For depreciation

Net cash provided by operating activities
CASH FLOWS FROM CAPITAL AND RELATED
FINANCING ACTIVITIES -

Acquisition of fixed assets

Net cash used for capital and related
financing activities

CASH FLOWS FROM INVESTING ACTIVITIES -
Interest on cash cquivalents

Net cash provided by investing activities

NET INCREASE (DECREASE) IN CASH AND
CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR

CASH AND CASH EQUIVALENTS, END OF YEAR

~32-

1999 1998
$ 379814  § 345219
(107.512) (68,692)
(190,285) (216,583)
(35,733) (48,882)
: (3,061)
46,284 8,001
(26,316)  (26,305)
(26,316) (26,305}
7,142 7,036
7,142 7,036
27,1100 (11,268)
6,812 18,080
$ 33922 § 6812
(Continued}



REGIONAL INCOME TAX AGENCY

ENTERPRISE FUND
STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 1999 AND 1998

1999 1998

RECONCILIATION OF OPERATING INCOME (LOSS) TO NET
CASH PROVIDED BY OPERATING ACTIVITIES:
Operating income (loss) $ 56,755 $ (13,471)
Adjustments to reconcile operating incomc (loss) )
to net cash provided by operating activities:

18,007

Depreciation and amortization 18,947

Changes in assets and liabilities; T L
Trade accounts receivable (1,073) (3,994)
Due from other funds {6,469) 1,432
Other asscts - ' {17,238) 8,082
Accounts payable (1,030) {1,558)
Accrued wages and benefits (3.608) (497)

Total adjustments ' (10,471) 21,472

NET CASH PROVIDED BY OPERATING ACTIVITIES $ 46,284 § 8,001
{(Concluded)
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REGIONAL INCOME TAX AGENCY

ENTERPRISE FUND
SCHEDULE OF REVENUES AND EXPENSES

BUDGET AND ACTUAL (GAAP BASIS)
FOR THE YEAR ENDED DECEMBER 31, 1999

REVENUES:
Charges for services
Interest income

TOTAL REVENUES

EXPENSES:
Personal services
Other

TOTAL EXPENSES

NET INCOME (LOSS)

Variance
Budget Actual Favorable
$ 379,000 $ 387,359 $ 8,359
4,200 7,142 2,942
383,200 394,501 . 11,301
276,110 222,410 53,700
115,530 108,194 7,336
391,640 330,604 61,036
$  (8,440) $ 63,897 $ 72337

Note: Although not required by law, an annual operating budget is

adopted for management purposes.
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INTERNAL SERVICE FUND

Internal Service Funds are used to account for the financing of significant goods or services
provided to other governments on a cost reimbursement basis. R.1.T.A. operates one Internal
Service Fund which is the Operating Fund. The member municipalities advance monies (tax
collection fees) durlng the year to R.L.T.A. for operations. These tax collection fees are a percentage
of the taxes collected for the member municipalities. At year-end, costs are allocated to members
and any excess tax collection fees (amounts withheld over costs} is refunded to member
municipalities in the following year.
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REGIONAL INCOME TAX AGENCY

INTERNAL SERVICE FUND
BALANCE SHEETS
DECEMBER 31, 1999 AND 1998

ASSETS:
Cash and cash equivalents
Receivables:
Trade accounts
Interest
Due from other funds
Fixed assets:
Land
Building
Office equipment
Vehicles

Less accumnlated depreciation and amortization
Net fized assets
Other assets

TOTAL ASSETS

LIABILITIES AND FUND EQUITY:
Accounts payable
Accrued wages and benefits
Current portion of capital lease
Other liabilitics
Capital lease
Due to other funds
Bue to other governiments
Deferred revenue

Total liabilities
FUND EQUITY - Retained camings

TOTAL LIABILITIES AND
FUND EQUITY

-36 -

1999 1998
$ 5165237  $ 5820766
6,578 17.181
3.812
1,684,035 ... 1,576,347
103,660 . 103.660
1,957,000 1,957,000
1130072 923311
10,198 10,198
3769.030 5.094,169
851,747 559.576
7.358.183 3434503
54,341 56.640

$ 9,272,186

$ 9,905,527

$ 402288 § 306,235
499,924 443,927
99,393 94,957
43,374 63,386
77,580 176,973
92,198 85,729
7,214,300 7,959,315
843,129 775,005
9,272,186 9,605,527
$ 9,272,186  $ 9,905,527




REGIONAL INCOME TAX AGENCY

INTERNAL SERVICE FUND

STATEMENTS OF REVENUES, EXPENSES AND
CHANGES IN RETAINED EARNINGS

FOR THE YEARS ENDED DECEMBER 31, 1999 AND 1998

OPERATING REVENUES:
Tax collection fees
Charges for services and other revenues

Total operating revenues

OPERATING EXPENSES:
Personal scrvices
Travel and transportation
Dffice rent and maintenance
Equipment and software maintenance
Professional and processing
Telephone and utilities
Forms and envelopes
Insurance
Miscellaneous expenses
Material and supplies
Depreciation and amortization

Total operating expenses
OPERATING LOSS
NONOPERATING REVENUE - Interest income
NET INCOME : .
RETAII\-IED EARNINGS, BEGINNING OF YEAR

RETAINED EARNINGS, END OF YEAR

-37-

1999 1998
$ 3,799,159 . § 3,083,965
141,080 . 126,340
3,940,239 13,210,305
- 3,640,752 3,051,424
53,755 32,990
108,057 190,306
174,194 130,659
568,160 691,812
170,243 168,395
261,950 187,701
38,325 - 38,120
20,944 46,054
479,595 453,693
296.092 . . . 135,153
5,812,067 5,126,816
(1,871,828) (1,916,511)
1,871,828 1,916,511




REGIONAL INCOME TAX AGENCY

INTERNAL SERVICE FUND
STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 1999 AND 1998

CASH FLOWS FROM OPERATING ACTIVITIES:
Cash receipts from municipalities
Cash payments:
To suppliers for goods and services
To employees for services
For employee benefits
For retainer refund

Net cash used for operating activities
CASH FLOWS FROM CAPITAL AND RELATED
FINANCING ACTIVITIES:
Acquisition of fixed assets
Payments on capital lease obligations

Net cash used for capital and related
financing activitics

CASH FLOWS FROM INVESTING ACTIVITIES -
Interest on investments

Net cash provided by investing
activitics

NET DECREASE IN CASH AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR

CASH AND CASH EQUIVALENTS, END OF YEAR

SUPPLEMENTAL DISCLOSURE OF CASH FLOW
INFORMATION AND NONCASH FINANCING ACTIVITIES:

Cash paid for interest

Computer equipment acquired through capital lease

-38 -

1999 1998
$10,354,481  $10,396,444
(1,796,883) (1,809,422)
(2,840,911) (2,328,147
(741,867) . (625.517)
(7,187 538) (6.516,984)
(2,212,718) (883,626)
(219,682) (2,102,130)
(94,957) (23,070)
(314,639) (2,125,200)
1,871,828 1,916,511
1,871,828 1,916,511
(655,529) (1,092,315)
5,820,766 6,913,081
$ 5165237 8§ 5,820,766
$§ 10464 $ 3,286
$ - $§ 295,000
(Continued)



REGIONAL INCOME TAX AGENCY

INTERNAL. SERVICE FUND
STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 1999 AND 1998

RECONCILIATION OF OPERATING LOSS TO NET CASH
USED FOR OPERATING ACTIVITIES:

Operating loss
Adjustments to reconcile operating loss to net cash used for
operating activities: B ’
Depreciation and amortization
Changes in assets and liabilities:
Trade accounts receivable
Interest receivable
Due from other funds
Other assets
Accounts payable
Accrued wages and benefits
Other liabilities
Due to other funds
Due to other governments
Deferred revenues

NET CASH USED FOR OPERATING ACTIVITIES
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1999 1998

$(1,871,828)  $(1,916,511)
296,092 138,214
10,603 (1,345)
(3,812) 94
(107,688) (10,431)
2,299 33,104
96,053 70,179
55,997 97,785
(20,012) 27,534
6,469 (1,431)
(745,015) 719,823
68,124 | (40.641)
$(2,212,718) 3 (883,626)
(Concluded)



REGIONAL INCOME TAX AGENCY

INTERNAL SERVICE FUND

SCHEDULE OF REVENUES AND EXPENSES
BUDGET AND ACTUAL (GAAP BASIS)

FOR THE YEAR ENDED DECEMBER 31, 1999

Variance
Favorable
Budget Actual {(Unfavorable}
Tax collection fees $ 4,876,920 3,799,159 $ (L077,761)
Charges for services and othier revenues 125,060 141,080 16,080
Interest income 1,591,500 1,871,828 280,328
TOTAL REVENUES e 6,593,420 5,812,067 (781,353)
EXPENSES:
Personal services 3,995,770 3,640,752 355,018
Other 2,597,650 02,171,315 426,335
TOTAL EXPENSES ’ T ] 6,593,420 5,812,067 781,353
NET INCOME $ - - b -

Note: Although not required by law, an annual operating budget is
adopted for management purposes,
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AGENCY FUND

Agency Funds are used to account for assets held by a governmental unit as an agent for others. R1T.A.
operates one Agency Fund which is the Tax Receipts Fund. This fund is used to account for the i income tax
teceipts collected for member municipalitics. : -
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REGIONAL INCOME TAX AGENCY

AGENCY FUND
BALANCE SHEETS

DECEMBER 31, 1999 AND 1998

ASSETS:
Cash and cash equivalents
Investments
Income taxes of member
municipalitics receivable

TOTAL ASSETS

LIABILITIES:
Refunds payable
Due to other funds
Due to other povemments

TOTAL LIABILITIES

-42 .

1999

$30,778,702
502,178

29,841,542

1998

$20,257,847

26,404,271

$61,122.422

$55,662,118

$ 666,050

§ 695,380

1,684,035 1,576,347
58,772,337 53,390,391
$61,122,422  $55662,118




REGIONAL INCOME TAX AGENCY

AGENCY FUND

STATEMENT OF CHANGES IN ASSETS AND LIABILITIES
FOR THE YEAR ENDED DECEMBER 31, 1999

ASSETS:
Cash and cash equivalents
Investmcents
Income taxes of member
municipalities receivable

TOTAL ASSETS

LIABILITIES:
Refunds payable
Due to other funds
Duc to other governments

TOTAL LIABILITIES

Balance at Balance at
January 1, December 31,
1999 Additions Deductions 1999
$29,257,847 $366,983,739  $365,462,884  $30,778,702
502,178 502,178
26,404,271 29,841,542 26,404,271 29,841,542
$55,662,118  $397,327,459  $391,867,155  $61,122,422
$ 695380 § 9465735 $§ 9495065 . $§ 666,050
1,576,347 11,928,874 11,821,186 1,684,035
53,390,391 361,987,306 356,605,360 58,772,337
$55,662,118  $383381,915  $377,921,611  $61,122,422
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REGIONAL INCOME TAX AGENCY

MEMBERSHIP AS OF DECEMBER 31, 1999
TABLE OF CENSUS DATA (UNAUDITED)

Calendar
Estimated 1998 Year 1989
Population Per capita income
CHAMPAIGN COUNTY
North Lewisburg : ' 1,841 $ 11,168
St. Paris 1,774 11,033
COLUMBIANA COUNTY
Satineville 1,432 8,126
CUYAHOGA COUNTY
Bay Village 15,859 23,439
Beachwood 10,955 o . 29871
Bedford Heights 11,471 14,234
Bentleyville 875 29,260
Berea 18,380 14,867
Brecksville 12,623 25,356
Broadview Heights 14,187 17,960
Brooklyn Heights 1,445 15,395
Chagrin Falis 3945 . 26235
Cuyahoga Heights 626 ’ 13,246
East Cleveland 29,937 . 9,020
Fairview Park 16,397 18,768
Garfield Heights 29,160 12,491
Glenwillow 475 14,658
Highland Heights 7,144 18,796
Hunting Valley - 787 - 60,782
Independence 6,690 18,165
Lakewood 55,682 16,258
Lyndhurst 15,109 21,194
Maple Heights 25,302 12,792
Mayficld Heights 18,519 16,099
Mayficld Village _ 3,332 . 23,837
Middleburg Heights 14,877 18,158
Moreland Hills 3,249 50,366
Newburgh Heights 2,046 o 11,325 .
North Olmsted . , 33,546 16,567
Oakwood Village 3,370 12,362
Olmsted Falls 7,334 16,252 -
Orange 3,055 .. 35,285
Pepper Pike 6,105 54,473
Richmond Heights 9,520 - 18,927
Seven Hills 12,276 17,063
Shaker Heights 28,116 32,708
South Euclid 22 355 16,114
Strongsville 41304 20,217
University Heights 13,409 18,705
Valley View 2,151 15,657
Walton Hills 2,407 18,152
Westlake 29,740 24,000
Woodmere 176 14,540
{Continued})
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REGIONAL INCONE TAX AGENCY

MEMBERSHIP AS OF DECEMBER 31, 1999
TABLE OF CENSUS DATA {UNAUDITED)

Calendar
Estimated 1998 Year 1989
Population Per capita income

DELAWARE COUNTY

Galena 379 £ 12,262

Powell 4,668 38,620

Shawnee Hills 424 13,956 .

Sunbury 2,143 12,147
ERIE COUNTY

Milan 1,397 14,760

Vermilion 11,344 14,710
FRANKLIN COUNTY .

Bexley 12,216 28,698

Grandview Heights 6,559 17,699

New Albany 2,883 16,668

Reynoldsburg ' ' 29,473 -. 15,670

Upper Ardington ' 31,699 30,388
HAMILTON COUNTY

Lockland 3,940 - 10,121

Newtown 1,973 12,811
HURON COUNTY

Wakeman 1,021 11,428
JEFFERSON COUNTY

Steubenville 20,224 11,362

Toronto 5,662 12,525

Wintersville 3,771 12,860
LAKE COUNTY

Kirtland , 6,538 . . . 19215

Willowick 14,448 14,215
LORAIN COUNTY

Avon 10,615 14,536

Avon Lake 17,171 18,627

Elyria 56,278 11,980

LaGrange 1,614 12,136

Sheffield Village 2,394 14,121
MADISON COUNTY

Mount Stetling 1,803 11,019

Plain City 2,588 10,829

South Solon 411 9617
MONTGOMERY COUNTY

Riverside 26,000 15,008

(Continued)
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REGIONAL INCOME TAX AGENCY

MEMBERSHIP AS OF DECEMBER 31, 1999
TABLE OF CENSUS DATA (UNAUDITED)

MORROW COUNTY
Mount Gilead

PICKAWAY COUNTY
Ashville

PORTAGE COUNTY
Aurora
Brady Lake
Strectsboro

PUTNAM COUNTY
Ottawsa

SUMMIT COUNTY
Boston Heights
Hudson
Lakemore
Mogadore
Reminderville
Silver Lake

UNION COUNTY
Milford Center
Richwood

Source: -
Per Capita Income
U.S. Department of Commerce
Economics and Statistical Administration
Bureau of the Census
1990 CPH - 5 - 37
Table 1 and Table 9

Population

Estimated 1998
Population

3,085

2,679

11,330
521
- 11,996

4,197

1,225
21,226

2,622

3,968
2,343
2,652

618
2,096

Calendar
Year 1989

Per capita income

. $ 10,622
12,022. .

22,778
11,659
13.545

13,298

15,258
27,050
10,303
12,621

. 18,660
25,286

13,5427

10,321

"1990 Census & 1991-1998 Estimates of Ohio's Population State, Countics, and Places.”
Data Source: Bureau of the Census, U.S. Department of Commerce,

Prepared and distributed by the Office of Strategic Research, Ohio Department of

Development, June, 1

-50-
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88 East Broad Street
STATE OF OHIO P.O. Box 1140

OFFICE OF THE AUDITOR Columbus, Ohio 43216-1140

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

Facsimile 614-466-4490

REGIONAL INCOME TAX AGENCY

CUYAHOGA COUNTY

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

desarn Poabbtt

CLERK OF THE BUREAU

CERTIFIED
SEPTEMBER 21, 2000
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