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REPORT OF INDEPENDENT ACCOUNTANTS

TheHonorable Mayor and M embers
of Village Council

Village of Donnelsville

Donnelsville, Ohio

Wewer eengaged to audit theaccompanying financial statementsof the Village of Donnelsville(theVillage), asof
and for theyear sended December 31, 2000 and 2001 aslisted in thetable of contents. Thesefinancial statements
aretheresponsibility of the Village's management.

Wewer e unableto obtain adequate supporting documentation regar ding disbur sementsfor the years2000 and
2001, nor were we ableto satisfy our selves asto those financial activities by other procedures. Those financial
activitiesareincluded in the gover nmental fund typesand represent approximately 29 per cent of disbur sements
in 2000 and 73 percent of disbur sementsin 2001.

Since we did not audit the financial statements of the Village referred to above, the scope of our work was not
sufficient to enable usto express, and we do not express, an opinion on these financial statements.

Thisreport isintended solely for theinfor mation and use of management and other officialsauthorized toreceive
thisreport under Section 117.26, Ohio Revised Code and isnot intended to be and should not be used by anyone
other than those specified parties.

CharlesE. Harris & Associates, | nc.
August 16, 2002



VILLAGE OF DONNELSVILLE
CLARK COUNTY, OHIO
COMBINED STATEMENT OF CASH, INVESTMENTS AND FUND CASH
BALANCES - ALL FUND TYPES
As of December 31, 2000 and 2001

2000 2001
Balances Balances
Cash and Cash Equivalents $ 43,409 $ 67,794
Investments 31,177 31,654
$ 74,586 $ 99,448

Cash Balances By Fund Class

Governmental Fund Types:

General Fund $ 35,934 $ 54,390
Special Revenue Funds 36,407 42,813
Capital Projects Funds 2,245 2,245
Total $ 74,586 $ 99,448

See accompanying Notes to the Financial Statements.



VILLAGE OF DONNELSVILLE
CLARK COUNTY, OHIO
COMBINED STATEMENT OF RECEIPTS, DISBURSEMENTS, AND CHANGES IN FUND
CASH BALANCES - ALL GOVERNMENTAL FUND TYPES
For the Year Ended December 31, 2000

(Memorandum
Governmental Fund Types Only)
Special Capital
General Revenue Projects Total
Receipts:

Taxes $ 24,684 $ 4,667 - $ 29,351

Intergovernmental 8,155 7,229 - 15,384

Interest Earnings 836 - - 836

Fines, Licenses, and Permits 457 - - 457

Miscellaneous 4,128 - - 4,128
Total Receipts 38,260 11,896 - 50,156
Disbursements:

Security of Persons & Property 7,929 - - 7,929

Public Health Services 2,195 - - 2,195

Basic Utility Services 2,267 - - 2,267

Transportation - 11,004 - 11,004

General Government 20,516 - - 20,516

Capital Outlay - - $ 123,368 123,368
Total Disbursements 32,907 11,004 123,368 167,279
Excess of Receipts Over/(Under)

Disbursements 5,353 892 (123,368) (117,123)
Other Financing Sources/(Uses):

Proceeds of O.W.D.A. Loan - - 123,368 123,368
Total Other Financing Sources/(Uses) - - 123,368 123,368
Excess of Receipts & Other Financing

Sources Over/(Under) Disbursements

and Other Financing Uses 5,353 892 - 6,245
Fund Balance January 1, 2000 30,581 35,515 2,245 68,341
Fund Balance December 31, 2000 $ 35,934 $ 36,407 $ 2,245 $ 74,586

See accompanying Notes to the Financial Statements.



VILLAGE OF DONNELSVILLE
CLARK COUNTY, OHIO
COMBINED STATEMENT OF RECEIPTS, DISBURSEMENTS, AND CHANGES IN FUND
CASH BALANCES - ALL GOVERNMENTAL FUND TYPES
For the Year Ended December 31, 2001

Receipts:

Taxes

Intergovernmental

Interest Earnings

Fines, Licenses, and Permits
Miscellaneous

Total Receipts

Disbursements:
Security of Persons & Property
Public Health Services
Basic Utility Services
Transportation
General Government
Capital Outlay

Total Disbursements

Excess of Receipts Over/(Under)
Disbursements

Other Financing Sources/(Uses):
Proceeds of O.W.D.A. Loan

Total Other Financing Sources/(Uses)

Excess of Receipts & Other Financing
Sources Over/(Under) Disbursements
and Other Financing Uses

Fund Balance January 1, 2001

Fund Balance December 31, 2001

$

(Memorandum
Governmental Fund Types Only)
Special Capital
General Revenue Projects Total

28,193 $ 4,520 - $ 32,713
9,930 7,154 - 17,084
1,536 - - 1,536
9,760 - - 9,760
5,478 - - 5,478
54,897 11,674 - 66,571
17,054 - - 17,054
2,200 - - 2,200
2,735 - - 2,735
- 5,268 - 5,268
12,132 - - 12,132
- - $ 192,119 192,119
34,121 5,268 192,119 231,508
20,776 6,406 (192,119) (164,937)
- - 192,119 192,119
- - 192,119 192,119
20,776 6,406 - 27,182
33,614 36,407 2,245 72,266
54,390 $ 42,813 $ 2,245 $ 99,448

See accompanying Notes to the Financial Statements.



VILLAGE OF DONNELSVILLE
CLARK COUNTY, OHIO
COMBINED STATEMENT OF RECEIPTS, DISBURSEMENTS, AND CHANGES
IN FUND CASH BALANCES - FIDUCIARY FUND TYPE
For the Year Ended December 31, 2000

(Memorandum
Only)
Agency Total
Receipts:

Fines, Licenses and Permits $ 1,642 $ 1,642
Total Receipts 1,642 1,642
Disbursements:

Village Treasurer 1,342 1,342

State of Ohio 300 300
Total Disbursements 1,642 $ 1,642

Excess Receipts Over/(Under) Disbursements - -

Fund Balance January 1, 2000 - -

Fund Balance December 31, 2000 $ - $ -

See accompanying Notes to the Financial Statements



VILLAGE OF DONNELSVILLE
CLARK COUNTY, OHIO
COMBINED STATEMENT OF RECEIPTS, DISBURSEMENTS, AND CHANGES
IN FUND CASH BALANCES - FIDUCIARY FUND TYPE
For the Year Ended December 31, 2001

(Memorandum
Only)
Agency Total
Receipts:

Fines, Licenses and Permits $ 10,950 10,950
Total Receipts 10,950 10,950
Disbursements:

Village Treasurer 8,920 8,920

State of Ohio 2,030 2,030
Total Disbursements 10,950 10,950

Excess Receipts Over/(Under) Disbursements

Fund Balance January 1, 2001

Fund Balance December 31, 2001 $

See accompanying Notes to the Financial Statements



VILLAGE OF DONNELSVILLE
CLARK COUNTY, OHIO
COMBINED STATEMENT OF RECEIPTS - BUDGET AND ACTUAL
For the Year Ended December 31, 2000

Variance
Favorable/
Fund Types/Funds: Budget Actual (Unfavorable)
Govermental Fund Types:
General Fund $ 39,007 $ 38,260 $ (747)
Special Revenue 11,717 11,896 179
Capital Projects 250,000 123,368 (126,632)
Fiduciary Fund Type:
Agency Fund - 1,642 1,642
Total (Memorandum Only) $ 300,724 $ 175,166 $ (125,558)

See Accompanying Notes to the Financial Statements.



VILLAGE OF DONNELSVILLE
CLARK COUNTY, OHIO
COMBINED STATEMENT OF RECEIPTS - BUDGET AND ACTUAL
For the Year Ended December 31, 2001

Variance
Favorable/
Fund Types/Funds: Budget Actual (Unfavorable)
Govermental Fund Types:
General Fund $ 46,733 $ 54,897 $ 8,164
Special Revenue 11,867 11,674 (193)
Capital Projects 50,000 192,119 142,119
Fiduciary Fund Type:
Agency Fund - 10,950 10,950
Total (Memorandum Only) $ 108,600 $ 269,640 $ 161,040

See Accompanying Notes to the Financial Statements.



VILLAGE OF DONNELSVILLE
CLARK COUNTY, OHIO
COMBINED STATEMENT OF DISBURSEMENTS AND
ENCUMBRANCES COMPARED WITH EXPENDITURE AUTHORITY
For the Year Ended December 31, 2000

Year Ending Actual Encumbrances Variance
Carryover 2000 2000 as of Favorable/
Fund Types/Funds Appropriations  Appropriations Total Disbursements 12/31/00 Total (Unfavorable)
Governmental Funds:
General Fund $ - $ 48,385 $ 48,385 $ 32,907 $ - 32,907 15,478
Special Revenue Funds - 30,000 30,000 11,004 - 11,004 18,996
Capital Projects Funds - 250,000 250,000 123,368 - 123,368 126,632
Fiduciary Fund:
Agency Fund - - - 1,642 - 1,642 (1,642)
Total (Memorandum Only) $ - $ 328,385 $ 328,385 $ 168,921 $ - $ 168,921 159,464

See accompanying Notes to the Financial Statements.
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Fund Types/Funds

Governmental Funds:

General Fund
Special Revenue Funds

Capital Projects Funds
Fiduciary Fund:

Agency Fund

Total (Memorandum Only)

VILLAGE OF DONNELSVILLE
CLARK COUNTY, OHIO
COMBINED STATEMENT OF DISBURSEMENTS AND
ENCUMBRANCES COMPARED WITH EXPENDITURE AUTHORITY
For the Year Ended December 31, 2001

Year Ending Actual Encumbrances Variance
Carryover 2001 2001 as of Favorable/

Appropriations  Appropriations Total Disbursements 12/31/01 Total (Unfavorable)
$ - $ 61,330 $ 61,330 $ 34,121 $ - 34,121 $ 27,209
- 30,000 30,000 5,268 - 5,268 24,732
- 250,000 250,000 192,119 - 192,119 57,881

- - - 10,950 - 10,950 (10,950)

$ - $ 341,330 $ 341,330 $ 242,458 $ - 242,458 $ 98,872

See accompanying Notes to the Financial Statements.
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VILLAGE OF DONNELSVILLE
CLARK COUNTY, Ohio
Notesto the Financial Statements
For the Years Ended December 31, 2000 and 2001

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A.

DESCRIPTION OF THE ENTITY

The Village of Donnelsville, Clark County, (the Village) is a body corporate and politic
established for the purpose of exercising the rights and privileges conveyed to it by the
congtitution and laws of the State of Ohio. The Village is directed by a publicly elected, six-
member Council. TheVillage providesgeneral gover nmental services, including water, sewer,
police, fire and ambulance services.

TheVillage'smanagement believesthese financial statementsincluded in thisreport represent
all of thefunds of the Village over which the Village hasthe ability to exercise direct operating
control.

REPORTING ENTITY

In evaluating how to define the Village for financial reporting purposes, management has
consider ed all agencies, departments and or ganizations making up the Village of Donnelsville
(the primary government) and its potential component units consistent with Gover nmental
Accounting Standar dsBoard Statement No. 14, “ TheFinancial Reporting Entity.” Therewere
no significant changesin thereporting entity related to theimplementation of thisstatement for
the current audit period.

Component units are legally separate organizations for which the Village, as the primary
government, is financially accountable. The Village is financially accountable for an
organization if theVillage appointsavoting majority of theor ganization’ sgover ning board and
1) theVillageisableto significantly influence the programsor servicesperformed or provided
by the organization; or 2) the Village is legally entitled to or can otherwise access the
organization’s resources, the Village is legally obligated or has otherwise assumed the
responsibility to financethedeficitsof, or providefinancial support to, theorganization; or the
Village is obligated for the debt of the organization. Component units may also include
organizationsfor which the Village approvesthe budget, theissuance of debt, or thelevying of
taxes.

Based on the above definitions, the Village hasdeter mined that ther ewer e no component units
required to beincluded the financial statements.

BASIS OF ACCOUNTING

Thesefinancial statementsfollow the basisof accounting prescribed or per mitted by the Auditor
of State, which issimilar to thecash receiptsand disbur sement basisof accounting. Receiptsare
recognized when received in cash rather than when ear ned, and disbur sementsar e recognized
when paid rather than when aliability isincurred. Budgetary presentationsreport budgetary
expenditures when a commitment is made (i.e. when an encumbranceis approved.)

The statementsinclude adequate disclosur e of material matters, asprescribed or per mitted by
the Auditor of State.

-11 -
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VILLAGE OF DONNELSVILLE
CLARK COUNTY, Ohio
Notesto the Financial Statements
For the Years Ended December 31, 2000 and 2001

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES- (continued)

D.

INVESTMENTSAND INACTIVE FUNDS

Investment proceduresarerestricted by the provisions of the Ohio Revised Code. Purchased
investments are valued at purchase cost. Interest earned is recognized and recorded when
received. See Note 2 for further description.

FUND ACCOUNTING

The Village maintains its accounting records in accordance with the principles of " Fund"
accounting. Fund accountingisa concept developed to meet the needsof gover nmental entities
in which legal or other restraintsrequiretherecording of specific receiptsand disbur sements.
Thetransactionsof each fund arereflected in a self-balancing gr oup of accounts, an accounting
entity which stands separate from the activities reported in other funds. The restrictions
associated with each class of funds are asfollows:

Governmental Fund Types:

General Fund: The General Fund isthe general operating fund of the Village. It is
used to account for all financial resour ces except those required by law or contract to
be accounted for in another fund.

Special Revenue Funds: To account for the proceeds of specific revenue sour ces that
arelegally restricted to disbursementsfor specified purposes.

Capital Project Funds: Thisfund isused to account for receiptsthat arerestricted for
theacquisition or construction of major capital projects(except thosefinanced through
enterprise funds).

Fiduciary Fund Type:

Thisfund isused to account for resourcesheld by the Villagein atrustee capacity or agent for
individuals or private organizations. The Village has an agency fund for the Mayor’s court.
Thisfund ispurely custodial in nature.

BUDGETARY PROCESS

1. Budget

A budget of estimated cash receipts and disbursements is prepared by the
Clerk/Treasurer, approved by Council, and submitted to the county auditor, as
secretary of the County Budget Commission, by July 20 of each year, for the period
January 1to December 31 of the following year.

2. Estimated Resour ces

The county auditor calculates the estimated revenues available to the Village. He
preparesa certificate of estimated resour ces based upon this calculation and upon the
other financial information supplied in thebudget sent by theVillage. Thecertificateis
approved by the county budget commission and sent to the Village Treasurer by
September 1.

-12 -



VILLAGE OF DONNELSVILLE
CLARK COUNTY, Ohio
Notesto the Financial Statements
For the Years Ended December 31, 2000 and 2001

1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (continued)

F. BUDGETARY PROCESS - (continued)

Prior to December 31, the Village must revise its budget so that the total budgeted
expenditures for a fund will not exceed the amount of stated in the certificate of
estimated resources. The revised budget serves as the basis for the annual
appropriation measure.

On or about January 1, the Clerk/Treasurer sendsthe county auditor a certificateto
which includestheactual unencumber ed balancesfrom theprecedingyear. Thecounty
auditor preparesan amended certificate, submitsit tothe County Budget Commission
for approval. This amended certificate may be further amended during the year if
projected increasesor decreasesin revenuear eidentified by theClerk/Treasurer. The
amountsreported in thebudgetary statementsr eflect theamountsin thefinal amended
certificatesissued during 2000 and 2001. The Village does not budget for the Agency
Fund in the certificate of estimated resour ces.

Budget receipts, asshown in theaccompanying financial statements, do not includethe
unencumbered fund balances as of January 1, 2000 and 2001. However, those fund
balances are available for appropriations.

3. Appropriations

A temporary appropriation measureto control cash expendituresmay be passed on or
about January 1 of each year for the period January 1 to March 31. An annual
appropriation measure must be passed by March 31 of each year for the period
January 1 to December 31. The appropriation measure may be amended or
supplemented during theyear asnew infor mation becomesavailable. Appropriations
may not exceed estimated resources. The Village doesnot appropriatefor the Agency
Fund.

Thelegal level of budgetary control isat the object level in all funds. Any budgetary
modifications at thislevel may only be made by ordinance of the Village Council.

4, Encumbrances

TheVillageisrequired to usethe encumbrance method of accounting by virtueof Ohio
law. Under this system, purchase orders, contracts and other commitments for the
expenditure of funds are recorded in order to reserve that portion of the applicable
appropriation and to determineand maintain legal compliance. TheVillagedid not use
the encumbrance method of accounting, asrequired.

G. Property, Plant and Equipment

Acquisitionsof property, plant and equipment ar er ecor ded asdisbur sementswhen paid. These
items are not reflected as assets on the accompanying financial statements.

-13 -



VILLAGE OF DONNELSVILLE
CLARK COUNTY, Ohio
Notesto the Financial Statements
For the Years Ended December 31, 2000 and 2001

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES- (continued)

H. Unpaid Vacation and Sick L eave

In certain circumstances, such as upon leaving employment, employees are entitled to cash
paymentsfor unused vacation and sick leave. Unpaid vacation and sick leave arenot reflected
as liabilities on the accompanying financial statements.

l. Total Columns on Financial Statements

Total columnson thefinancial statementsarecaptioned " M emorandum Only" toindicatethat
they are presented only to facilitate financial analysis. This data is not comparable to
consolidation. Interfund-typeeliminations have not been madein the aggregation of thisdata.

EQUITY IN POOLED CASH AND CASH EQUIVALENTS

TheVillagemaintainsa cash and investment pool used by all funds. Thebalance of thispool isdisplayed
on the " Combined Statement of Cash, Investments, and Fund Cash Balances - All Fund Types, As of
December 31, 2000 and 2001."

L egal Requirements

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

" Activedeposits' arepublic depositsnecessary to meet current demandson thetreasury. Such monies
must be maintained either as cash in the Village Treasury, in commercial accounts payable or
withdrawable on demand, including negotiable order of withdrawal (NOW) accounts, or in money
mar ket deposit accounts.

"Inactive deposits’ are public deposits that Council has identified as not required for use within the
current two year period of designation of depositories. Inactive deposits must either be evidenced by
certificatesof deposit maturing not later than theend of thecurrent period of designation of depositories,
or by savings or deposit accountsincluding, but not limited to, passhook accounts.

"Interim deposits' are deposits of interim monies. Interim monies are those monies which are not
needed for immediate use but which will be needed beforethe end of the current period of designation of
depositories. Interim depositsmust be evidenced by time certificatesof deposit maturing not morethan
oneyear from the date of deposit, or by savings or deposit accountsincluding passbook accounts.
Interim monies may be invested in the following securities:

1 United States treasury notes, hills, bonds, or any other obligations or security issued by the
United Statestreasury or any other obligations guaranteed asto principal or interest by the
United States;

-14 -



VILLAGE OF DONNELSVILLE
CLARK COUNTY, Ohio
Notesto the Financial Statements
For the Years Ended December 31, 2000 and 2001

EQUITY IN POOLED CASH AND CASH EQUIVALENTS - (continued)

L egal Requirements - (continued)

2. Bonds, notes, debenturesor any other obligationsor securitiesissued by any feder al gover nment
agency or instrumentality, including but not limited to, the Federal National Mortgage
Association, Federal Home Loan Bank, Federal Farm Credit Bank, Federal Home Loan
Mortgage Corporation, Government National Mortgage Association, and Student Loan
Marketing Association. All federal agency services shall be direct issuances of federal
gover nment agencies or instrumentalities;

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

4. Bond and other obligations of the State of Ohio;

5. No -load money market mutual fundsconsisting exclusively of obligationsdescribed in division
(2) or (2) of thissection and r epur chase agr eements secur ed by such obligations, provided that
investmentsin securitiesdescribed in theisdivision aremadeonly through digible ingtitutions;
and

6. The State Treasurer'sinvestment pool (STAR Ohio).

Investmentsin stripped principal or interest obligations, rever serepur chaseagreementsand derivatives
areprohibited. Theissuance of taxable notesfor the purpose of arbitrage, the use of lever ageand short
selling are also prohibited. An investment must mature within five years from the date of purchase
unless matched to a specific obligation or debt of the Village, and be purchased within the expectation
that it will beheld tomaturity. I nvestmentsmay only be madethrough specified dealer sand ingtitutions.
Payment for investmentsmay bemade only upon delivery of the securitiesrepresentingtheinvestments
to the treasurer or, if the securities are not representing the investments to the treasurer or, if the
securities are not represented by a certificate, upon receipt of confirmation of transfer from the
custodian.

Protection of the Village sdepositsisprovided by the Federal Deposit Insurance Cor por ation, by eligible
securities pledged by the financial institution as security for repayment, by surety company bonds
deposited with the Clerk/Treasurer by thefinancial institution, or by asingle collateral pool established
by thefinancial institution to secure the repayment of all public monies deposited with theinstitution.

Thefollowing information classifies deposits and investments by categoriesof risk asdefined by GASB
Statement No.3, “Deposits with Financial Institutions, Investments and Reverse Repurchase
Agreements’.

Deposits: At year end, the carrying amount of the Village' s deposits wer e $74,586 in 2000 and $99,448

in 2001 and the bank balance was $44,659 in 2000 and $68,585in 2001. Of the bank balance, all deposits
for both yearswere covered by federal depository insurance.
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VILLAGE OF DONNELSVILLE
CLARK COUNTY, Ohio
Notesto the Financial Statements
For the Years Ended December 31, 2000 and 2001

EQUITY IN POOLED CASH AND CASH EQUIVALENTS - (continued)

L egal Requirements - (continued)

| nvestments:

TheVillage' sinvestmentsar e categorized to give an indication of thelevel of risk assumed by the entity
at year-end. Category 1includesinvestmentsthat areinsured or registered or for which the securities
are held by the Village. Category 2 includes uninsured and unregistered investments for which the
securitiesareheld by thebroker'sor dealer'strust department or agent in theVillage'sname. Category
3includesuninsured and unregistered investmentsfor which the securitiesareheld by thebroker or by
itstrust department but not in the Village'sname. At December 31, 2000 and 2001, the Village held no
investmentsthat would be classified asinvestments under GASB Statement No. 3.

Theclassification of cash and cash equivalentsand investmentson the combined financial statementsis
based on criteria set forth in GASB Statement No. 9. Cash and cash equivalentsaredefined toinclude
investments with original maturities of three months or less and cash and investments of the cash
management pooal.

A reconciliation between the classifications of cash and investmentson thecombined financial statements
and the classification per GASB 3isasfollows:

Cash and Cash
2000 Equivalents I nvestments
GASB Statement 9 $ 43,409 $ 31177
Certificates of Deposit
over 90 days 31,177 (31,177)
GASB Statement 3 $ 74,586 $ -0-
Cash and Cash
2001 Equivalents I nvestments
GASB Statement 9 $ 67,794 $ 31654
Certificates of Deposit
over 90 days 31,654 (31,654)
GASB Statement 3 $ 99,448 -0 -
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VILLAGE OF DONNELSVILLE
CLARK COUNTY, Ohio
Notesto the Financial Statements
For the Years Ended December 31, 2000 and 2001

PROPERTY TAX

Real property taxesarelevied on assessed valueswhich equal 35 per cent of appraised value. Thecounty
auditor reappraises all real property every six years with a triennial update. The last update was
completed for tax year 2000.

Real property taxes becomealien on all non-exempt real property located in the county on January 1.
Real property taxesare payable annually or semiannually. If paid annually, payment isdue December
31; if paid semiannually, thefirst payment is due December 31 with theremainder payable by June 20
of the following year. Under certain circumstances, state statute permits later payment dates to be
established.

Thefull tax rate applied to real property for the yearsended December 31, 1999 and 2000 (received in
2000 and 2001) wer e $10.30 and $10.30, r espectively, per $1,000 of assessed valuation. After adjustment
of the rate for inflationary increases in property values, the effective tax rate was $9.076733 and
$8.321498, respectively, per $1,000 of assessed valuation for real property classified as
residential/agricultural and $10.1066965 and $9.635186 for 1999 and 2000, respectively, per $1,000 of
assessed valuation for commercial property. Real property owners tax bills are further reduced by
homestead and rollback deductions when applicable. The amount of these homestead and rollback
reductionsisreimbursed to the Village by the State of Ohio.

Ownersof tangible personal property arerequired tofilealist of such property including costs, by April
30 of each year. Theproperty isassessed for tax purposesat varying statutory percentages of cost.

Thefollowing represents the assessed property valuesfor therevenuesreceived during the years 2000
and 2001:

Real Property: 2000 2001
Residential/Agricultural $2,563,380 $2,914,580
Commer cial/Industrial 154,000 158,440

Tangible Personal Property:

General 291,980 324,680
Public Utilities 244,480 200,770
Total Valuation $3,253,840 $3,598,470

The Clark County Treasurer collects property tax on behalf of all taxing Villages within the County.
TheClark County Auditor periodically remitstothetaxing Villagestheir portionsof thetaxescollected.
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VILLAGE OF DONNELSVILLE
CLARK COUNTY, Ohio
Notesto the Financial Statements
For the Years Ended December 31, 2000 and 2001

DEBT

Debt outstanding at December 31, 2000 was as follows:

Balance Balance
1/1/00 Additions Deletions 12/31/00
OWDA 3171 5.54%
12/31/14 maturity $ 69,044 $ 123,368 - $ 192,412
Total Debt $ 69044 _ 123,368 - $ 192,412

Debt outstanding at December 31, 2001 was as follows:

Balance Balance
1/1/01 Additions Deletions 12/31/01
OWDA 3466 5.65%
12/31/07 maturity $ - $135,403 - $ 135,403
OWDA 3171 5.54%
12/31/14 maturity 192,412 56,716 - $249,128
Total Debt $ 192,412 $192,119 - - $ 384,531

The OWDA loanswerefor improvementstotheVillage swastewater treatment plant. Asof thedate of
this report, these loans had not been finalized by OWDA and no amortization schedules had been
prepared. Theloanswill be paid with balloon payments on their maturity dates.
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VILLAGE OF DONNELSVILLE
CLARK COUNTY, Ohio
Notesto the Financial Statements
For the Years Ended December 31, 2000 and 2001

RISK MANAGEMENT

The Village is exposed to various risks of lossrelated torts, theft of, damage to, destruction of assets,
errorsand omissions, injuriesto employeesand natural disasters. During thefiscal years2000 and 2001,
the Village contracted with one insurance company for cover age of buildings and contents.

Thefollowingisalist of insurance coverage of the Village and the deductibles associated with each:

Type of Coverage Limits Deductible
Business Personal Property $ 10,000 $ 100
Building 66,000 100
Vehicle 50,000 -

All employees of the Village ar e cover ed by a blanket bond, while certain individualsin policy-making
roles are covered by separate, higher limit bond cover age.

The Village pays the State Worker’s Compensation System a premium based on a rate per $100 of
salaries. Thisrateiscalculated based on accident history and administrative costs.

Settled claimsresulting from theseriskshave not exceeded commer cial insurance coveragein any of the
past threeyears. Also, the Village did not reduceitsinsurance cover ages significantly during the year.

RETIREMENT SYSTEMS

The Public Employees Retirement System of Ohio (PERS) is a state operated, cost sharing, multiple
employer public employee retirement system. PERS providesretirement benefitsto vested employees
who are dligible to retire based upon years of service. PERS also provides survivor and disability
benefitsto vested employees.

Contributionsratesareprescribed by the Ohio Revised Code. TheVillage sSPERSmember scontributed
8.5% of their grosssalaries. The Village contributed an amount equal to 10.84% for 2000 and 13.55%
for 2001 of participant’s gross salaries. The Village has paid all contributions required through
December 31, 2001.
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VILLAGE OF DONNELSVILLE
CLARK COUNTY, Ohio
Notesto the Financial Statements
For the Years Ended December 31, 2000 and 2001

CONTINGENT LIABILITIES

Amountsreceived or receivable from grantor agencies ar e subject to audit and adjustment by grantor
agencies, principally the federal government. Any disallowed claims, including amounts already
collected, may constitute a liability of the applicable funds. Theamount, if any, of expenditureswhich
may be disallowed by the grantor cannot be determined at thistime although the gover nment expects
such amounts, if any, to beimmaterial.

TheVillageisa defendant in variouslawsuits. Although the outcome of these lawsuitsisnot presently

determinable, in the opinion of the Village Solicitor, theresolution of thismatter will not havea material
adver se effect on the financial condition of the gover nment.

ADJUSTMENTS REQUIRED

TheVillage sdepository balanceswerenot in balancewith itsfund balancesat December 31, 2000 and
December 31, 2001 respectively. The differenceswere dueto the Village not posting revenues such as
interest income or reconciling itsbank account in a proper and timely manner. Asaresult, theVillage
made an adjustment of $2,320 in 2000 and $6,401 in 2001 to its General Fund in order to bring theits
fund balancesin linewith its bank balances.
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Rockefeller Building
614 W Superior Ave Ste 1242
Cleveland OH 44113-1306

Charles E. Harris & Associates, Inc. Office phone - (216) 575-1630

Certified Public Accountants Fax - (216) 436-2411
- - - - - ]

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

TheHonorable Mayor and M embers of Village Council
Village of Donnelsville
Donnelsville, Ohio

We wer e engaged to audit the financial statements of the Village of Donnelsville (the Village), as of and for the
year sended December 31, 2000 and 2001, and haveissued our report thereon dated August 16, 2002. Wedid not
express an opinion on the financial statement because we were unable to obtain adequate supporting
documentation regar ding disbur sementsfor the years 2000 and 2001.

Compliance

Aspart of obtaining reasonable assurance about whether the Village' sfinancial statementsare free of material
misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts and
grants, noncompliance with which could have a direct and material effect on the determination of financial
statement amounts. However, providing an opinion on compliancewith those provisionswasnot an objective of
our audit and, accor dingly, wedo not expresssuch an opinion. Theresultsof our testsdisclosed several instances
of noncompliancethat isrequired to bereported under Government Auditing Standardswhich isdescribed inthe
accompanying schedule of findings asitem 2001-001 to 2001-08. Wealso noted certain immaterial instances of
noncompliance that we have reported to management in a separ ate letter dated August 8, 2002.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the Village' sinternal control over financial reportingin
order todetermineour auditing proceduresfor the pur pose of expressing our opinion on thefinancial statements
and not to provideassuranceon theinternal control over financial reporting. However, wenoted certain matters
involving the internal control over financial reporting and its operation that we consider to be reportable
conditions. Reportable conditionsinvolve matterscoming to our attention relating to significant deficienciesin
the design or operation of the internal control over financial reporting that, in our judgment, could adver sely
affect the Village sability torecord, process, summarizeand report financial data consistent with theassertions
of management in thefinancial statements. Reportable conditionsaredescribed in theaccompanying schedule of
findings asitems 2001-09 and 2001-10. A material weaknessisa conditionsin which the design or operation of
oneor moreof theinternal control componentsdoesnot reducetoarelatively low level of risk that misstatements
in amounts that would be material in relation to the financial statements being audited may occur and not be
detected within atimely period by employeesin the normal cour se of performing their assigned functions. Our
consideration of the internal control over financial reporting would not necessarily disclose all mattersin the
internal control over financial reporting that might be reportable conditions and, accordingly, would not
necessarily discloseall reportable conditionsthat arealso consider ed to be material weaknesses. However, of the
reportable conditions described above, we consider items 2001-09 and 2001-10 to be material weaknesses.
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Thisreport isintended solely for the information and use of management, and the Village Council and is not
intended to be and should not be used by anyone other than these specified parties.

CharlesE. Harris & Associates, | nc.
August 16, 2002
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VILLAGE OF DONNELSVILLE
CLARK COUNTY, OHIO

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

FINDING NUMBER 2001 -01

Ohio Rev. Code Section 5747.06, requiresthat every employer, including the state and its political subdivisions
who make payment of any compensation to an employee who isataxpayer shall deduct and withhold from such
compensation for each payroll period state income tax with respect to his grossincome for the calendar year.

The Village did not withhold state income tax from the compensation paid to its police department personnel.

FINDING NUMBER 2001 —02

Ohio Rev. Code Section 145.034, states that a public employee as defined in Ohio Rev. Code Section 145.01
Division (A) (2) and whose ear ningsfrom employment areor become subject to thetax on wagesimposed by the
“Federal Insurance ContributionsAct,” 68A State. 415 (1954). 26 U.S.C. A 3101, asamended, may elect to have
such ear ningsexempted from contributionsto the Public Employees Retirement System by filing with the Public
EmployeesRetirement Board awritten request. Therequest isto befiled nolater than ninety daysafter thedate
themember becomes subject to such tax on wages. On receipt of therequest, the Board shall notify themember’s
employer that therequest has been made.

The Village's elected officials were not contributing to the Public Employees Retirement System (PERS) and
exemption formscould not belocated for theseofficials. Theseofficialsshould obtain the proper exemption forms
or become participating members of PERS.

FINDING NUMBER 2001 —-03

Internal Revenue Code, 26 USC, Section 3402, states* ...every employer making payment of wages shall deduct
and withhold upon such wages a tax determined in accordance with tables of computational procedures
prescribed by the Secretary (of the Treasury).”

The Village did not withhold federal income taxes from the compensation paid to its police personnel.

FINDING NUMBER 2001 - 04

26 CFR, Section 1.6041-2, providesthat wages areto bereported on the formsW-2. This section also provides
that all other payments of compensation, including fringe benefits, are to be reported on Form W-2, if the
aggr egate compensation, that is, wages and other compensation, exceed $600.

The Village did not report grossincome and other pertinent data of its employees of the police department.
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VILLAGE OF DONNELSVILLE
CLARK COUNTY, OHIO

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

(continued)

FINDING NUMBER 2001 - 05

Ohio Admin. Code Section 117-5-09 requiresthat each villager ecord each expenditur e of Village money and each
receipt of Village money in a cash journal.

The Village did not maintain a cash journal for 2000.

This section wasrepealed for 2001.

FINDING NUMBER 2001 —06

Ohio Admin. Code Section 117-5-13 requires the Village to use the encumbrance method of accounting. All
pur chase or der sshall be number ed consecutively and certified by the Village Clerk that fundsareavailableor in
the processof collection freefrom a previousencumbrance. Each encumbrance char ged against an appropriation
shall be posted and subtracted from the appropriated balance producing a declining unencumber ed balance.

The Village did not use the encumbrance method of accounting for 2000.

This section wasrepealed for 2001.

FINDING NUMBER 2001 —-07

Ohio Admin. Code Section 117-5-14, requires the Village to complete a voucher which is a written order
authorizing the drawing of awarrant in payment of a lawful obligation of the Village.

A completed voucher should include the date, purchase order number, amount and other relevant infor mation
determined by the Council. Approval by each council member should beindicated by hisher signature.

The Village did not complete vouchersduring the fiscal year 2000.

This section wasrepealed for 2001.

FINDING NUMBER 2001 - 08

For fiscal year 2001, Ohio Administrative Code Section 117-2-02(A)* requires governments to maintain an
accounting system and accounting recor ds sufficient to identify, assemble, analyze, classify, record and report its
transactions, maintain accountability for related assets, document compliance with finance-related legal and
contractual requirementsand preparefinancial statements. Per Ohio Administrative Code Section 117-2-02 (D),
accounting recordsthat can help achieve these objectivesinclude:

1. Cashjournal, whichtypically includesthe amount, date, receipt number, check number, account code,
purchase order number, and any other information necessary to properly classify the transaction.
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VILLAGE OF DONNELSVILLE
CLARK COUNTY, OHIO

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

(continued)

FINDING NUM BER 2001-08 (continued)

2. Receiptsledger, which typically assembles and classifiesreceiptsinto separate accountsfor each type
of receipt of each fund.

3. Appropriation ledger, which assembles and classifies disbur sementsinto separ ate accounts, for at
minimum, each account listed in the appropriation resolution.

Ohio Administrative Code Section 117-9-01* providessuggested account classifications. Theseaccountsclassify
receiptshby sour ces(taxesor chargesfor services, for example) and classify disbur sementsby program (security of
personsand property, for example) or object (per sonal services, for example). Using these classificationsand the
aforementioned accounting records will provide the Village with information required to monitor compliance
with the budget, and prepare annual reportsin the format required by the Auditor of State.

* Prior to July 1, 2000, these requirementswer e included in Ohio Administrative Code Section 117-3.

FINDING NUMBER 2001 - 09

The Village did not complete receipts/pay-in ordersduring the fiscal years 2000 and 2001. The Village should
prepare cash receiptsg/pay-in orders for all funds received. The receipt/pay-in order should show account
distribution for postingtothe cash receiptsjournal and receiptsledger. I naddition, remittanceadvicesand other
supporting documentation should be attached aswell.

FINDING NUMBER 2001-10

TheVillagewasnot reconciling itsbank accountson amonthly basisnor wasit reconcilingitsbank balancestoits
carrying balances. Thelack of reconciliationsled totheVillage sbalancesnot equalingitsfund balancesand an
audit adjustment beingmade. M onthly reconciliationsshould be perfor med asof thedate of thebank statement
and any errorsor irregularities should be investigated and corrected. In addition, a cash reconciliation that
reconciles bank balancesto the carrying balanceswill enablethe Village to determinethat all cash transactions
have been properly recorded. The reconciliation should be prepared by a person independent of the cash
receipting and disbursement process. This will reduce the risk that misappropriation of cash assets could be
concealed.

In addition, the Villagewas not booking theinterest earned on itsinvestments. Thisled totheVillage srevenue
being under stated on itsfinancial statements.

Werecommend that the Village book itsinter est ear ningswhen theinvestment matures. Wealsorecommend that
the Village prepare a cash reconciliation that reconciles bank balancesto the carrying balances each month.

-25-




STATUSOF PRIORYEAR'SCITATIONSAND RECOMMENDATIONS

Theprior audit report, for theyear sended December 31, 1998 and 1999 included material citationsand
recommendations. Theseissueswereeither corrected or arerepeated in the current report.
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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

VILLAGE OF DONNELSVILLE

CLARK COUNTY

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

desan Toubbitt

CLERK OF THE BUREAU

CERTIFIED
OCTOBER 10, 2002
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