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STATE OF OHIO ’ 35 North Fourth Street, 1% Floor

Columbus, Ohio 4321
OFFICE OF THE AUDITOR olumbus, Chio 43215
Telephone 614-466-4514
Jim PETRO, AUDITOR OF STATE 800-282-0370

Facsimile 614-728-7398

The Honorable John Rogers, Mayor
and Members of Council

City of Mentor-On-The-Lake

5860 Andrews Road

Mentor-on-the-Lake, Ohio 44060

We have reviewed the Independent Auditor's Report of the Ciéy of Mentor-On-The-Lake, Lake
County, prepared by Trimble, Julian & Grube, Inc., for the audit period January 1, 1999 through
December 31, 1999. Based upon this review, we have accepted these reports in lieu of the audit
required by Section 117.11, Revised Code. The Auditor of State did not audit the accompanying
financial statements and, accordingly, we are unable to express, and do not express an opinion
on them,

Our review was made in reference to the applicable sections of legislative criteria, as reflected
by the Ohio Constitution, and the Revised é)ode, policies, procedures and guidelines of the
Auditor of State, regulations and grant requirements. The City of Mentor-On-The-Lake is
responsible for compliance with these laws and regulations.

June 21, 2000



TRIMBLE, JULIAN & GRUBIE, IINC.

“"SERVING OHIO LOCAL GOVERNMENTS”

1445 WORTHINGTON WOCDS BOUL EVARD TELEPHONE & (4.846.1899
SurE B FACSIMILE 614.846.2799
WORTHINGTON, OHIC 43085

Independent Auditor’s Report

The Honorable John Rogers, Mayor
and Members of Council

City of Mentor-On-The-Lake

5860 Andrews Road

Mentor-On-The-Lake, Ohio 44060

We have audited the accompanying general purpose financial statements of the City of Mentor-On-The-Lake
as of and for the year ended December 31, 1999. These general-purpose financial statements are the
responsibility of the City of Mentor-On-The-Lake’s management. Qur responsibility is to e:\press an opinion
on these general-purpose financial statements based on our audit.

We conducted our andit 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. Those standards require that we plan and perform the audit fo obtain
reasonable assurance about whether the general-purpose financial statements are free of material
misstatement. Anaudit includes examining, on a test basis, evidence supporting the amounts and disclosures
in the general-purpose financial statements. An audit also includes assessing the accounting principles used
and significant estimates made by management, as well as evaluating the overall general-purpose financial
statement presentation. We believe that our audit provides a reasonable basis for our opinion,

In our opinion, the general-purpose financial statements referred to above present fairly, in all material -
respects, the financial position of the City of Mentor-On-The-Lake, as of December 31, 1999, and the results
of its operations for the year then ended in conformity with generally accepted accounting principles.

In accordance with Government Auditing Standards, we have also issued a report dated June 8, 2000 on our
consideration of the City of Mentor-On-The-L.ake’s internal control over financial reporting and our tests
of its compliance with certain provisions of laws, regulations, contracts and grants.

il bians ¢ Jocke, the

Trimble, Julian & Grube, Inc.
June 8, 2000



"INIWILYLS SIHL 40 L¥vYd TYUDILNI NV 34V SLNIWALYLS TVIONYNIH 3504uN<4-TvHINID 2HL OL 8310N IHL

ceg'aer'9g €0180'1¢  vISEPSZS  I6EV6E vE68R.ZE 6969518 61z I8 116°i66% SHRP 18I0 PUE SIPISSE B0 [,
905'LE o0’ 0 0 0 0 o . 0 SPUNY 0SS JGaP U) SIGEEAR RINOWY
I6L'080'} 61050} 0 0 0 0 0 0 suotefiino uuei-Suo) jesusd
Jo0 Juswaljal Joj papioid aq o} Junotuy
'81ig30 YIHLO
yIS'ebS'z 0 pIS®SZ 0 0 0 0 i) sypsse paxd
ovs's 0 0 0 0 0 880'z Zob'L sjsuedsld
¥a1'l 0 0 0 ] o 1434 0LL EoelU) pentooy
Lo 0 0 ] 0 219'€L 0 0 spuslssasse [eads
86e'se 0 0 0 006's ) 0 0 asb'al - SILNGOY
50.'09%' 1 0 0 0 0 90985 SI0' 1AL §80°15Z saxe |,

:[ssouemolte Jo 19U) SajgeARbey

L 'E' g 0s 0t 16e'ves bvzo'zozs eag'pet ¥29°1L18 a0l'vh$  siusteanba used pue yses pajood i Aynb3
‘§13SSY

{Auo suogebiigo spsey fousfly sosload EYITNTES anuaAay fesaliag
wnpuetowsly)  uua L-Huoy paxid pueisnil  reuded oty Jetoads
e JRIBUSE) lelaugs) ajqepuadxg
sdnolo) Junodoy sadAL pund sadAl pund [BRiBUILIBADS)
Aregonply

6661 ' MA8WI0I]
SANOUD LNNODDY ONY S3dAL GNNA 1TV

133HS IONYTIVE JINIEINOD
NVTIHLNG-HOINIW 40 ALID



“INBWHLYLS SHL 40 18Vd TWUOILKI NY SHY SINGWILYLS WIONYANIL ISQdUNG-TVHENTD SHL O S3LON IHL

£20'287'98 £0L(80°1$ PIS'BYSTS 16258 #6228 626'9915 I6L'GEE LS 1161665
819'z86'T 0 ¥IG'6rS'T ) (106'98E) 209'LE 1ogerL §59'8¥9
¥I6'8S ] 0 Lre (129'c09) 0 699'55L [erazgias
905'1E 0 0 ] 0 905'1E 0 0
o¥s's ] 0 ] 0 0 B80'2 zap's
b J34 0 o 0 026902 g s BIGCIL
FLOBYS'T (] PIGBYS'Z ] 0 o 0 0
L00's05'S gos'1ag’t 0 0GL'e8 §Z8'.9 £ew'stl [N 95Z'ere
T, a ] [ [ wo'e BLLT 6642
052'e8 0 0 052'¢6 ] 0 0 0
000'989 ] o ] 006'298 0 0 00522
000'09E 000'08¢ 0 0 ] 0 0 0
460988 660'G8E 0 o ¢ 0 o 0
000084 00008} 0 0 0 ] 0 0
0GE'E6Y'L ] 0 0 0 $ZH'ZEL el V¥E' 12T
08028 060'LE ) 0 0 0 o 0
g19'64} 815611 0 0 o 0 0 0
TELYE 0 0 o 0 0 ¥ A HE'L
Ops'0LS 0. of o4 SZEELS 0% LY'HLS Lye'ees
(AD suoliebiIa0 $i1vesy Aouely spololg BOIAIRS SNUSATY [eTE T Ta)
WiNPURICWBIN) e ]-buo] pax 4 pue 1sngf 1eude e jerpeds
leyoy jeseuas JRIBUSS) 2|epusadx3
$tnaIO) JUNcIoY sadf) s2di1 punJ esuRLaA0S
pung
Kuetonprt

666} L€ ¥IAWIDAA
(penunuad) SdNOUD INNOOY OGNV S3dAL ONNL TV
153HS 3ONYIVE T3NISWOD
INVTIHL-NO-HOLNSN H0 ALID

SupuD et o KRnbe "SORGE] 110
SYPaL io pue Aunbs 1101
pateubisapur-perasain
SOALDS JgOp 10) BAIOSEY
spiedaud J0) SAIGERY
SOURIGUINDUR JO) SAIBION
Hyep) seousteq pund
siesse pax)) [eieuel W siRunseAl|
‘SLIAIHY HAHLO ONY ALINDE
SSfuhaE| e L
Foniide) ponsoe LD
Slaylo 0} 3NN pue PRy sysodeq
apeded ajou uopeddiius puog
oiqeied SPUOY JUGLISSESSE ol
,ﬁ sjgqeied saion
s)qeied spuoq uoReHIqo |BleUat)
enushal auaseQ
aeded veuefiiqo ussued
sIqeded sa3U0SqE pelesuadior)
s)aueg pue soem pantaoy
sqeded SuNoDY

SLMEVN



Revenues:

Property faxes . . . . .« .. .. ...

Municipal income taxes. . . . . .. ..

Intergovemnmental revenues. . . . . . .

Charges forservices . . . . . . . ...
Licenses, permits and fees . . . . . . .
Investmentincome. . . . .. .. ...
Special asgessments . . . . .. . oL
Finesand forfeitures . . . ... ...
Miscellaneous . . . . . . .. .. .-

Totalrevenues . . . . .. .. ...

Expenditures:

Current Operations:
Security of persans and property . . .
Public health and welfare . . . . . . .
Leisure time aclivittes . . . . . ...
Basic utility services . . . . .. ...
Transportation. . . . . .. ... ...
General govermment . . . . . .. ..

Capital outlay

Debt service:
Principal retirement . . . . . .. ...
Interest and fiscal charges. . . . . . .

Total expenditures . , . . .. - ...

Excess (deficiency) of revenues
ovar {under) expenditures . . . . .

Other financing sources (uses):
Proceeds of notes . . .
Operating transfers in

Operating transfers (oul} . . . . . . .

Qther financing sources . . . . . .
Other financinguses . . . . . . . .

Total other finanting sources (uses).

Excess {deficiency) of revenues and
other financing sources over (Under)

expenditures and other uses . | .

Fund balance at beginning of year. . . .

Fund balance atend ofyear. . . . . . .

CITY OF MENTOR-ON-THE-LAKE
COMBINED STATEMENT OF REVENUES, EXPENDITURES,

AND CHANGES IN FUND BALANCES
ALL GOVERNMENTAL FUND TYPES AND EXPENDABLE TRUST FUND
FOR THE YEAR ENDED DECEMBER 31, 1999

Fiduciary
Govemmental Fund Types Fund Type
ST Total
Special Debt Capifal Expendable {Memorandum
General Revenue Service Projects Trust Only)
$207,805 $1,156,168 $59,373 $1,423,346
699,357 - 699,357
811,675 219,081 $454,657 1,485,393
417,201 1,710 2,769 421,680
27,375 27,375
36,499 17,388 7,156 61,043
83,375 g3,375
49,060 1,676 50,636
15,439 743 16,184
2,264,411 1,396,648 142,748 454,582 4,268,382
542,449 1,149,808 1,652,357
39,831 39,821
50,756 449 $1,205
256,220 ) 256,220
178,731 268,794 91,882 539,407
506,809 1,087 507,865
257,662 11,055 713,885 982,602
114,625 114,625 )
44,341 10,250 54 591
1,832,458 1,430,206 158,966 817,074 4,238,704
431,853 {33.558) (16,218) (352,492) 29,685
121,801 121,901
500 19,630 60,250 80,380
(80,380) {80,380}
1.065 $551 1,616
{12,518) (13,034) (372) (25,525)
{91,834) {12,534} 19,630 182,151 179 97,592
340,119 (46,092) 3,412 {170,241} 179 127,277
308,536 195,203 28,084 (226,560) 462 305,825
$648,655 $149,201 $31,508 ($396,901) 5641 $433,102

THE NOTES TO THE GENERAL-PURPOSE FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THIS STATEMENT.

4
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CITY OF MENTOR-ON-THE-LAKE

NOTES TO THE GENERAL-PURPOSE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 1999

NOTE 1 - REPORTING ENTITY AND BASIS OF PRESENTATION
The City of Mentor-On-The-Lake, Ohio (the City) functions as a home-rule City in
accordance with Article XVIII of the Constitution of the State of Ohio under a city
charter originally adopted on Januvary 1, 1967. The City operates under a Council-Mayor

form of government.

A. Reporting Entity

The accompanying general-purpose financial statements comply with the provisions
of Governmental Accounting Standards Board (GASB) Statement No. 14, The
Financial Reporting Entity, in that the financial statements include all organizations,
activities and functions for which the City (the reporting entity) is financially
accountable. Financial accountability is defined as the appointment of voting
majority of a legally separate organization and either the City’s ability to impose its
will over the organization or the possibility that the organization will provide a
financial benefit to or impose a financial burden on the City. Based on the foregoing,
the reporting entity of the City includes the following services: public safety,
highways and streets, health and social services, culture-recreation, public
improvements, planning and zoning, and general administrative services.

Baged on the foregoing criteria, the following organization is not part of the City’s
reporting entity and is excluded from the financial statements:

Mentor Exempted Village School District - The members of the Board of Education
of the School District (Board) are elected by the voters within the District. The Board
is a body of politic and corporate, capable of suing, contracting, and possessing,
acquiring and disposing of real property. The Board controls its own operations and
budget.

B. Basis of Presentation - Fun ti

The accounting system is organized and operated on the basis of funds and account
groups, each of which is considered a separate accounting entity. The operations of
each fund are accounted for with a separate set of self-balancing accounts that
comprise its assets, liabilities, fund equity, revenues and expenditures. The
various funds are summarized by type in the general-purpose financial statements.
The following fund types and account groups are used by the City: '



CITY OF MENTOR-ON-THE-LAKE

NOTES TO THE GENERAL-PURPOSE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 1999

NOTE 1 - REPORTING ENTITY AND BASIS OF PRESENTATION - (Continued)

Governmental Funds

Governmental funds are those funds through which most governmental functions
typically are financed. The acquisition, use and balances of the City’s expendable
financial resources and the related cuwrent liabilities are accounted for through
governmental funds. The measurement focus is upon determination of financial
position and changes in financial position. The following are the City’s
governmental fund types:

General Fund - This fund is used to account for all financial resources except
those required to be accounted for in another fund. The general fund balance is
available to the City for any purpose provided it is expended or transferred
according to the general laws of Ohio, and the limitations of the City Charter.

Special Revenue Funds - These funds are used to account for the proceeds of
specific revenue sources (other than expendable trusts or major capital projects)
that are legally restricted to expenditure for specified purposes.

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

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

Fiduciary Funds

Fiduciary funds are used to account for assets held by the City in a trustee capacity or
as an agent for individuals, private organizations, other governmental units, and/or
other funds. The following are the City’s fiduciary fund types:

Expendable Trust Fund - This fund is accounted for and reported similarly to
governmental funds.

Agency Funds - These funds are custodial in nature (assets equal liabilities) and
do not involve measurement of results of operation.



CITY OF MENTOR-ON-THE-LAKE

NOTES TO THE GENERAL-PURPOSE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 1999

NOTE 1 - REPORTING ENTITY AND BASIS OF PRESENTATION - (Continued)

Account Groups

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

gig‘neral Fixed Assets Account Group - This account groﬁp is established to
account for all general fixed assets of the City. '

General Long-Term Obligation Account Group - This account group is
established to account for all unmatured long-term indebtedness of the City.

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The significant accounting policies followed in the preparation of these financial
statements are summarized below. These policies conform to generally accepted
accounting principles (GAAP) for local governmental unifs as prescribed in the
statements issued by the GASB and other recognized authoritative sources.

A. Basis of Accounting

Basis of accounting refers to when revenues and expenditures or expenses are
recognized in the accounts and reported in the financial statements. Basis of
accounting relates to the timing of the measurements made. The accounting and
reporting treatment applied to a fund is determined by its measurement focus. All
governmental funds and the expendable trust fund are accounted for using a flow of
current financial resources measurement focus. With this measurement focus, only
current assets and current liabilities generally are included on the balance sheet.

All governmental funds, expendable trust fund and agency funds are accounted for
using the modified accrual basis of accounting. Under this basis, revenues are
recognized in the account period in which they become measurable and available.
Expenditures are recognized in the accounting period in which the fund liability is
incurred, if measurable.



CITY OF MENTOR-ON-THE-LAKE

NOTES TO THE GENERAL-PURPOSE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 1999

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (Continued)

B. Revenue Recognition

In applying the susceptible to accrual concept under the modified accrual basis, the
following revenue sources are deemed both measurable and available (i.e., collectible
within the current period or within thirty days thereafter): investment earnings, state-
levied locally shared taxes (including motor vehicle license fees and gasoline tax)
fines and forfeitures, income taxes withheld by employers, and reimbursements due
from state funded projects for which corresponding expenditures have been made.

Current and delinquent property taxes measurable as of December 31, 1999 whose
availability is indeterminate, and which are not intended to finance current period
obligations, have been recorded as a receivable and deferred revenue as more fully
described later in Note 6.

Levied special assessments are measurable, and have therefore been recorded as a
receivable. Since all assessments are due outside of the available period, the entire
amount has been deferred.

C. Expenditure Recognition

The measurement focus of governmental fund accounting is on decreases in net
financial resources (expenditures) rather than expenses. Most expenditures are
measurable and are recorded for unmatured principal and interest on general and
special assessment long-term debt, which are recognized when due. Allocations of

cost, such as depreciation and amortization, are not recognized in the governmental
funds.

D. Budgetary Process

The budgetary process is preseribed by provision of the Ohio Revised Code and
entails the preparation of budgetary documents within an established timetable. The
major documents prepared are the tax budget, the certificate of cstimated resources
and the appropriation ordinance, all of which are prepared on the budgetary basis of
accounting. The certificate of estimated resources and the appropriation ordinance are
subject to amendments throughout the year.



CITY OF MENTOR-ON-THE-LAKE

NOTES TO THE GENERAL-PURPOSE FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 1999

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (Continued)

All funds, other than agency funds, are legally required to be budgeted and
appropriated; however, only governmental funds are required to be reported. The
primary level of budgetary control is at the object level for the General Fund, activity
level for the following Special Revenue funds: Police Pension Fund, Police Levy
Fund, Fire Levy Fund, Safety Forces Fund, Street Maintenance Fund and State
Highway Fund, all other funds are budgeted. at the fund level. Budgetary
modifications may only be made by ordinance of the City Council.

1.

Tax Budget

By July 15, the Mayor submits an annual tax budget for the following fiscal year
to City Council for consideration and passage. The adopted budget is submitted
to the County Auditor, as secretary of the County Budget Commission, by July
20th of each year, for the period January 1 to December 31 of the following year.

Estimated Resources

The County Budget Commission determines if the budget substantiates a need to
levy all or part of previously authorized taxes and reviews estimated revenue.
The Budget Commission then certifies its actions to the City by September 1st of
each year. As part of the certification process the City receives an official
certificate of estimated resources which states the projected receipts by fund.
Prior to December 31, the City must revise its budget so that the total
contemplated expenditures from any fund during the ensuing fiscal year will not
exceed the amount available as stated in the certificate of estimated resources.
The revised budget then serves as the basis for the annual appropriations measure.

On or about January 1, the certificate of estimated resources is amended to
include any unencumbered fund balances from the preceding year. The certificate
may be further amended during the year if a new source of revenue is identified
or actual receipts exceed current estimates. The amounts reported on the
budgetary statement reflect the amounts in the final amended official certificate of
estimated resources issued during 1999.
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CITY OF MENTOR-ON-THE-LAKE

NOTES TO THE GENERAL-PURPOSE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 1999

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (Continued)
3. Appropriations

A temporary appropriation ordinance to control expenditures may be passed on or
about January lst of each year for the period January 1 through March 31. An
annual appropriation ordinance must be passed by April 1st of each year for the
period January 1 through December 31. The appropriation ordinance establishes
spending controls at the fund, department and object level. The appropriation
ordinance may be amended during the year as additional information becomes
available, provided that total fund appropriations do not exceed the current
estimated resources as certified. The allocation of appropriations among
departments and object within a fund may be modified during the year by an
ordinance of City Council.

The budgetary figures which appear in the Combined Statement of Revenues,
Expenditures, and Changes in Fund Balances - Budget and Actual - Non-GAAP
Budgetary Basis - All Governmental Fund Types are provided on the budgetary
basis to provide a comparison of actual resuits with the final budget, including all
amendments and modifications.

4. Encumbrances

As part of formal budgetary control, purchase orders, contracts and other
commitments for expenditures, are encumbered and recorded as the equivalent of
expenditures in order to reserve that portion of the applicable appropriation and to
determine and maintain legal compliance.

Encumbrances outstanding at year-end are reported as a reserve of fund balance
for subsequent year expenditures in the accompanying general-purpose financial
statements. At the close of each fiscal year, the unencumbered balance of each
appropriation reverts to the respective fund from which it was appropriated and
becomes subject to future appropriations. The encumbered appropriation balance
is carried forward to the subsequent fiscal year.
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CITY OF MENTOR-ON-THE-LAKE

NOTES TO THE GENERAL-PURPOSE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 1999

NOTE 2 ~- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (Continued)
5. Budgetary Basis of Accounting
The City’s budgetary process accounts for certain transactions on a budgetary
basis of accounting instead of a GAAP basis. The major differences between the

budget basis and the GAAP basis are that:

A. Revenues are recorded when received in cash (budget basis) as oppoéed to
when susceptible to accrual (GAAP basis).

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

C. Outstanding vear-end encumbrances are freated as expenditures/expenses
(budget basis) rather than as a reservation of fund balance (GAAP basis) for
governmental funds.

The following table summarizes the adjustments necessary to reconcile the GAAP basis
statements to the budgetary cash basis statements for the governmental funds:

Excess (Deficiency) of Revenues and Other Sources
Over Expenditures and Other Uses

Special Debt Capital
General Revenue Service Projects
Fund Funds Funds Funds
GAAP Basis -$ 340,119 $ (46,092) -3 3412 $(170,341)
Net Adjustment for
Revenue Accruals (14,877} 10,139 1,769
Net Adjustment for
Expenditure Accruals (194,586) {11,156) {263,503) (323,173)
Net Adjustment for Due te
Other Financial Sources
and Uses 22,468 7 260,250 402,250
Reserve for Encumbrances 113,678 11,544 206.920
Budget Basis $ 266802 $ (35.558) b 159 $ 117425
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CITY OF MENTOR-ON-THE-LAKE

NOTES TO THE GENERAL-PURPOSE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 1999

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (Continued)

E. Cash and Investments

To improve cash management, cash received by the City if pooled. Monies for ali
funds are maintained in this pool. Individual fund integrity is maintained through the
City’s records. Each fund’s interest in the pool is presented as “Equity in Pooled
Cash and Cash Equivalents” (both unrestricted and restricted) on the combined.
balance sheet.

During 1999 investments were limited to the State Treasury Asset Reserve of Ohio
(STAR Ohio) and certificate of deposits.

Investments are reported at cost except for investments in STAR Ohio which are
reported at fair value. Fair value is based on quoted market prices.

STAR Ohio is an investment pool managed by the State Treasurer’s Office which
allows governments within the State to pool their funds for investment purposes.
STAR Ohio is not registered with the SEC as an investment company, but does
operate in a manner consistent with Rule 2a7 of the Investment Company Act of
1940. Investments in STAR Ohio are valued at STAR Ohio’s share price which is
the price the investment could be sold for on December 31, 1999.

Under existing Ohio statutes all investment earnings are assigned to the General Fund
unless statutorily required to be credited to a specific fund. Interest revenue credited
to the General fund during fiscal 1999 totaled $36,499, which included $2,573
assigned from other funds of the City.

An analysis of the Treasurer’s investment account at year end is provided in Note 4.

F. Fixed Assets and Depreciation

Fixed assets acquired or constructed for general governmental purposes are recorded
as expenditures in the governmental funds and are capitalized at cost (or estimated
historical cost for assets not purchased in recent years) in the General Fixed Assets
Account Group. Contributed fixed assets are recorded at fair market value at the date
received.
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CITY OF MENTOR-ON-THE-LAKE

NOTES TO THE GENERAL-PURPOSE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 1999

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (Continued)

Fixed assets consisting of certain improvements other than buildings, including roads,
bridges, curbs and gutters, streets and sidewalks, drainage system and lighting
system, have not been capitalized. Such assets normally are immovable and of value
only to the City. Therefore, the purpose of stewardship for capital expenditures can
be satisfied without recording these assets.

The City has elected not to record depreciation in the General Fixed Asset Account
Group. Only fixed assets valued at $250 and over are recognized.

G. Long-Tenmn Obligations

Long-term liabilities are being repaid from the following funds:

__Obligation ' Fund
General Obligation Bond General Bond Retirement
Special Assessment Bonds Special Assessment Fund
Bond Anticipation Notes Capital Projects Fund
OPWC Notes General Bond Retirement
Compensated Absences Various Funds

H. Compensated Absences

The City implements the provisions of GASB Statement No. 16, “Accounting for
Compensated Absences.” The City records a liability for vacation and compensation
time benefits when the obligation is attributable to services previously rendered, the
obligation relates to rights that are vested, or payment of the obligation is probable
and the amount of the obligation can be reasonably determined. Sick leave benefits
are accrued as a liability using the fermination method. An accrual for sick leave is
made to the extent that is probable that benefits will result in termination payments.
The liability is an estimate based on the City’s past experience of making termination

payments.
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CITY OF MENTOR-ON-THE-LAKE

NOTES TO THE GENERAL-PURPOSE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 1999

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (Continued)

For governmental funds, the portion of unpaid leave expected to be paid using current
available financial resources is reported as an expenditure in the fund from which the
individuals earning the leave are paid, with corresponding liability retlected in the
account “Compensated Absences Payable”. The long-term portion of the liability is
reported in the General Long-Term Obligation Account Group.

1. Pensions

The provision for pension costs is recorded when the related payroll is accrued and
the obligation is incurred. '

J. Interfund Transaction

During the course of normal operations, the City has numerous transactions between
funds. The most significant include:

1. Transfers of resources from one fund to another fund. The resources transferred
are to be expended for operations by the receiving fund and are recorded as
operating transfers.

2. Reimbursements from one fund to another are treated as expenditures/expenses in
the reimbursing fund and a reduction in expenditures/expenses in the reimbursed
fund.

3. Short-term interfund loans and accrued interfund reimbursements and accrued
operating transfers are reflected as “interfund loans receivable or payable”. The
City did not have short-term interfund loans receivable or payable at December
31, 1999.

4. Long-term interfund loans that will not be repaid within the next year are termed
“advances™ and are shown as reservations of fund balances on the combined
balance sheet for those funds that report advances to other funds as assets because
they are not spendable, available resources. The City had no long-term advances
receivable or payable at December 31, 1999.
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CITY OF MENTOR-ON-THE-LAKE

NOTES TO THE GENERAL-PURPOSE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 1999

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (Continued)

K. Reservations of Fund Balance

Reserves indicate that a portion of fund balance is not available for expenditure or is
legally segregated for a specified future uvse. Fund balances are reserved for
encumbrances, prepaid expenditures and debt service.

L. Intersovernmental Revenues

Unrestricted intergovernmental revenues received on the basis of entitlement are
recorded as receivables and revenues when the entitlement occurs (to the extent they
are intended to finance the current fiscal year). Reimbursement type grants are
recorded as receivables and revenues when the related expenditures are incurred.

M. Estimates
The preparation of the GPFS in conformity with GAAP requires management to
make estimates and assumptions that affect the amounts reported in the GPFS and
accompanying notes. Actual results may differ from those estimates.

N. Total Columns on Combined Financial Statements-Overview

Total columns on the Combined Statements-Overview are captioned Memorandum
Only to indicate that they are presented only to facilitate financial analysis. Data in
these columns do not present financial position, results of operations or changes in
financial posttion in conformity with generally accepted account principles, nor is
such data comparable to a consolidation. Interfund eliminations have not been made
in the aggregation of this data.
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CITY OF MENTOR-ON-THE-LLAKE

NOTES TO THE GENERAL-PURPOSE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 1999

NOTE 3 - ACCOUNTABILITY AND COMPLIANCE

A. Accountability

The City has also impiemented GASB Statement No. 32, “Accounting and Financial
Reporting for Internal Revenue Code Section 457 Deferred Compensation Plans,” for
its deferred compensation plans through the Ohio Public Employees Deferred
Compensation Program, the Aetna Life Insurance and Annuity Company, and the
Equitable Financial Companies Deferred Compensation Plan. In 1999, the Public
Employees Deferred Compensation Program, the Aetna Life Insurance and Annuity
Company and the Equitable Financial Companies Deferred Compensation and created
trusts for the assets of their respective plans for which the City has no fiduciary
responsibility. At December 31, 1999, the balance of these Deferred Compensation
Programs is $317,085.

B. Deficit Fund Balances

Fund balances at December 31, 1999 included the following fund deficits:

Deficif Balance
Canital Projects _
Library Branch $(199,903)
OPWC-99/Reynolds Road (216.287)
Total 3(416,190)

These funds complied with Ohio State law, which does not permit a cash basis deficit
at year end. The deficit balance in the Capital Projects fund is due to the recording of
the bond anticipation note as a fund liability for GAAP purposes.

C. Compliance

The following fund had expenditures plus outstanding encumbrances in excess of
appropriations for the year ended December 31, 1999 in noncompliance with Ohio
Revised Code Section 5705.41 (B).

Qutstanding
Encumbrances plus
Fund Type/Fund Appropriations Expenditures Excess
CAPITAL PROJECTS FUND:
OPWC-99/Reynolds Road $905,000 $926,503 - $21,503
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CITY OF MENTOR-ON-THE-LAKE

NOTES TO THE GENERAL-PURPOSE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 1999

NOTE 4 - POOLED CASH, CASH EQUIVALENTS AND INVESTMENTS

Cash resources of several individual funds are combined to form a pool of cash and

investments. In addition, investments are separately held by a number of individual
funds.

Statutes require the classifications of funds held by the City into three categories.

Category 1 consists of active funds - those funds required to be kept in a cash or cash
equivalent status for immediate use by the City. Such funds must be maintained
either as cash in the City treasury or in depository accounts payable or withdrawable
on demand, including negotiable order of withdrawal (NOW) accounts.

Category 2 consists of inactive funds - those funds not required for use within the
current two year period of designation of depositories. Inactive funds may be
deposited or invested only as certificates of deposit maturing not later than the end of
the current period of designation of depositories.

Category 3 consists of interim funds - those funds that are not needed for immediate
use but which will be needed before the end of the current period of designation of
depositories. Interim funds may be invested or deposited in the following securities;

Interim monies may be deposited or invested in the following securities:

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

2. Bonds, notes, debentures, or any other obligations or securities issued by any
federal government agency, or instrumentality, including but not limited to,
the federal national mortgage association, federal home loan bank, federal
farm credit bank, federal home loan mortgage corporation, government
national mortgage. association, and student loan marketing association. All
federal agency securities shall be direct issuances of federal government
agencies or instrumentalities;

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

4, Bonds and other obligations of the State of Ohio;
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CITY OF MENTOR-ON-THE-LAKE

NOTES TO THE GENERAL-PURPOSE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 1999

NOTE 4 - POOLED CASH, CASH EQUIVALENTS AND INVESTMENTS - (Continued)

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

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

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

1. Bonds of the State of Ohio;

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

3. Obligations to the City.

Investments in stripped principal or interest obligations, reverse repurchase agreements
and derivatives are prohibited. The issuance of taxable notes for the purpose of arbitrage,
the use of leverage and short selling are also prohibited. Historically, the City has not
purchased these types of investments or issued these types of notes. An investment must
mature within five years from the date of purchase unless matched to a specific
obligation or debt of the City, and must be purchased with the expectation that it will be
held to maturity.

Protection of the City’s deposits is provided by the Federal Deposit Insurance

- Corporation (FDIC) by eligible securities pledged by the financial institution as security
for repayment, by surety company bonds deposited with the treasurer by the financial
institution, or by a single collateral pool established by the financial institution to secure
the repayment of all public monies deposited with the institution.

Investments may only be made through specified dealers and instituttons. Payment for
investments may be made only upon delivery of the securities representing the
investments to the Treasurer or, if the securities are not represented by a certificate, upon
receipt of confirmation of the transfer from the custodian.
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CITY OF MENTOR-ON-THE-LAKE

NOTES TO THE GENERAL-PURPOSE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 1999

NOTE 4 - POOLED CASH, CASH EQUIVALENTS AND INVESTMENTS - (Continued)
The GASB has established risk categories for deposits and investments as follows:
Deposits:

Category 1 - Insured or collateralized with securities held by the City or by its agent
in the City’s name.

Category 2 - Collateralized with securities held by the pledging financial
institution’s trust department or agent but not in the City’s name.

Category 3 - Uncollateralized
Investments:

Category 1 - Insured or registered, or securities held by the City or its agent in the
City’s name.

Category 2 - Uninsured and unregistered, with securities held by the counterparty’s
trust department or agent in the City’s name.

Category 3 - Uninsured and unregistered, with securities held by the counterparty’s
trust department or agent in the City’s name.

A. Deposits

At year-end the carrying amount of the City’s Deposits were $644,503 and the bank
balance was $652,903. Of the bank balance:

(1) $182,903 was covered by federal depository insurance; and
(2) $470,000 was uninsured and uncollateralized. Although all State statutory
requirements for the deposit of money has been followed, non-compliance with
federal requirements could potentially subject the City to a successful claim by
the FDIC.
B. Investments
Investments in the STAR Ohio are not evidenced by securities that exist in physical

or book entry form and therefore, are not categorized as to the level of risk assumed
by the City. The City’s investments at December 31, 1999 are summarized below:
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CITY OF MENTOR-ON-THE-LAKE

NOTES TO THE GENERAL-PURPOSE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 1999

NOTE 4 - POOLED CASH, CASH EQUIVALENTS AND INVESTMENTS - (Continued)

Carrying Market

Amount Value
STAR Chio $632.258 $632.258
Total Investments . 5632258 §632.258

A reconciliation between the classifications of pooled cash and investments on the
Combined Balance Sheet and the classifications of deposits and investments
presented above per GASB Statement No. 3 is as follows:

Equity with
City Investments
Per Combined Balance Sheet $ 1,276,761 $ 0
Reclassifications: '
State Treasurer’s Investment Pool {632.258) 632,258
Per GASB Statement No. 3 L 644,503 £632.258

Ohio Revised Code Chapter 135, Uniform Depository Act, authorizes pledging of
pooled securities in lieu of pledging specific securities. Specifically, a designated
public depository may pledge a single pool of eligible securities to secure the
repayment of all public monies deposited in the financial institution, provided that at
all times the total value of the securities so pledged is at least equal to 110% of the
total amount of all public deposits secured by the pool, including the portion of such
deposits covered by any federal deposit insurance.

NOTE 5 - TAXES

A. Properiy Taxes

Property taxes include amounts levied against all real estate and public utility
property and tangible personal property which is used in business, located in the City.
Real property taxes (other than public utility) are collected in one calendar year on
assessed values as of January 1 of the preceding year, the lien date. Assessed values
are established by the county auditor at 35% of appraised market value. All property
is required to be reappraised every three years. The last reappraisal was completed in
1997. Real property taxes are payable annually or semi-annually. The first payment
is due January 20, with the remainder payable by June 20.
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CITY OF MENTOR-ON-THE-LAKE

NOTES TO THE GENERAL-PURPOSE FINANCIAL STATEMENTS |
FOR THE YEAR ENDED DECEMBER 31, 1999

NOTE 5 - TAXES - (Continued)

Taxes collected from tangible personal property (other than public utility) in one
calendar year are levied in the prior calendar year on assessed values during and at
the close of the most recent fiscal year of the taxpayer that ended on or before March
31 of that calendar year, and at the tax rates determined in the preceding year.
Tangible personal property used in business (except for public utilities) is currently
assessed for advalorem taxation purposes at 25% of its true value. Amounts paid by
multi-county taxpayers are due September 20 of the year assessed. Single county
taxpayers may pay annually or semi-annually. The first payment is due April 30,
with the remainder payable by September 20.

Public utility real and tangible personal property taxes collected in one calendar year
are levied in the preceding calendar year on assessed values determined as of
December 31 of the second year preceding the tax collection year, the lien date.
Certain public utility tangible personal property is currently assessed at 88% of its
true value. Public utility property taxes are payable on the same dates as real
property described previously.

The County Treasurer collects property taxes on behalf of all taxing districts in the
County including the City of Mentor-On-The-Lake. The County Auditor periodically
remits to the City its portion of the taxes collected.

The full tax rate for all City operations for the year ended December 31, 1999, was
$24.00 per $1,000 of assessed value. The assessed value for 1998 was $99,668,777.
This amount constitutes $93,937,610 in real property assessed value, $3,980,010 in
public utility assessed value and $1,751,157 in tangible personal property assessed
value.

B. Income Tax

The City levies a tax of 2% on all salaries, wages, commissions and other
compensation and on net profits eamed within the City as well as on incomes to
residents eamed outside the City. In the latter case, the City allows a credit of 100%
of the tax paid to another municipality to a maximum of the total amount assessed.

Employers within the City are required to withhold income tax on employee’s
compensation and remit the tax to the City either monthly or quarterly. Corporation
and other individual taxpayers are required to pay their estimated tax quarterly and
file a declaration annually. Income tax revenue is reported to the extent that it was
measurable and available to finance current operations at December 31. Income tax
revenue for 1999 was $699,357,
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CITY OF MENTOR-ON-THE-LAKE

NOTES TO THE GENERAL-PURPOSE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 1999

NOTE 6 - RECEIVABLES

Receivables at December 31, 1999 consisted of taxes, interest, accounts receivable,

special assessments and intergovernmental receivables. All receivables are considered
collectible.

The following is a summary of principal items that were receivable at December 31:

Fund Type/Fund _ Amounts
General Fund
Income Tax S 41,591
Property Tax 205,128
Other 22 864
Total General Fund $ 269583
Special Revenue Funds
Police Pension Fund
Property Tax 5 20,304
Police Levy Fund
Property Tax 294,766
Fire Levy Fund
Property Tax 370,558
Street Maintenance Fund
Other Tax 15,502
State Highway Fund _
Other Tax 1,327
Safety Forces Levy Fund
Property Tax 439,558
Total Special Revenue Funds $1.151.015
Debt Service Funds
General Obligation Bond Retirement Fund
Property Tax $ 358,606
Lakeway Special Assessment Fund _
Special Assessments 73.817
Total Debt Service Funds $ 132423
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CITY OF MENTOR-ON-THE-LAKE

NOTES TO THE GENERAL-PURPOSE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 1999

NOTE 6 - RECEIVABLES - (Continued)

Fund Tvpe/Fund Amounts
Capital Projects Funds
OPWC 93- Salida Road
Accounts 16,900
Total Capital Projects Funds 16,900
Grand Total $1,569921

NOTE 7 - INTERFUND TRANSACTIONS

Following is a summary of operating transfers in and out for all funds for 1999:

Fund ' B Transfers In Transfers Qut

General $30,380
Special Revenue Funds:

ODNR-Fishing $ 500
Debt Service Fund:

General Bond Retirement 19,630
Capital Fund:

OPWC 93/Salida Rd. 29,180

Library Fund 31.070
TOTAL 80,330 $80.380

NOTE 8 - FIXED ASSETS

General Fixed Assets - Summary by category of changes in general fixed assets:

December 31, December 31,
Category 1998 Additions Deletiong 1999

Land £ 357,067 $ 30,170 $ 387,237
Buildings 600,100 600,100
Machinery and .

Equipment 528,209 89,444 $(25,724) 591,929
Furniture and

Fixtures 28,384 28,384
Vehicles 933,317 42.253 (33.706) 941,864
TOTAL $2.447.077 $161.867 $(59.430) $2.549.514
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CITY OF MENTOR-ON-THE-LAKE

NOTES TO THE GENERAL-PURPOSE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 1999 7

NOTE 9 - DEFINED BENEFIT PENSION PLANS

A. Public Emplovees Retirement System

All City full-time employees, other than uniformed employees, participate in the
Public Employees Retirement System of Ohio (PERS), a cost sharing multiple-
employer public employee retirement system created by the State of Ohio. The PERS
provides basic 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 Ohio Revised
Code. The PERS issues a stand-alone financial report, which may be obtained by
writing to the Public Employees Retirement System, 277 East Town Street,
Columbus, Ohio 43215-4642.

The Ohio Revised Code provides statutory authority for employee and employer
contributions. The employee contribution rate for 1999 was 8.5 percent for
employees other than law enforcement. Law enforcement employees contribute 9.0
percent of covered salary. The employer contribution rate was 13.55 percent of
covered payroll; 4.2 percent was the portion used to fund health care for 1999. The
City’s contributions for pension obligations to the PERS for the years ended
December 31, 1999, 1998 and 1997 were $113,824, $104,013 and $106,359.

B. Police and Fireman’s Disability Pension Fund

Full-time uniformed employees of the City participate in the Police and Fireman’s
Disability and Pension Fund of Ohio (PFDPF), a cost-sharing multiple employer
defined benefit pension plan. The PFDPF provides retirement and disability benefits,
annual cost-of-living adjustments, and death benefits to plan members and
beneficiaries. Contribution requirements and benefit provisions are established by
Ohio State Legislature and are codified by Ohio Revised Code Chapter 742. The
PFDPF issues a publicly available financial report that includes financial statements
and required supplementary information for the PFDPF. That report may be obtained
by writing to the Police and Fireman’s Disability and Pension Fund of Ohio, 140 East
Town Street, Columbus, Ohio 43215-5164.

Plan members are required to contribute 10.0 percent of their annual covered salary,
while the City is required to contribute 19.5 percent and 24.0 percent for police
officers and firefighters, respectively. The City’s contributions for pension
obligations to the PFDPF for the years ended December 31, 1999, 1998, and 1997
were $153,571, $133,529 and $158,898, respectively.
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NOTES TO THE GENERAL-PURPOSE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 1999

NOTE 9 - DEFINED BENEFIT PENSION PLANS — (Continued)

During Fiscal year 1999, the Police and Firemen’s Disability and Pension Fund
offered a discounted payoff program for the City’s outstanding accrued liability. At
the end of December 31, 1998, the City had an unfunded liability of $33,047. On
August 13, 1999, the City excrcised the discount payoff option whereby the
outstanding liability balance was reduced by 32% leaving a payoff amount of
$22,685 which was paid in full. Therefore, there is no longer a pension liability
shown in the General Long-Term Obligations Account Group.

NOTE 10 - POSTEMPLOYMENT BENEFITS OTHER THAN PENSION BENEFITS

A. Public Employees Retirement System

Public Employees Retirement System of Ohio provides post retirement health care
coverage to age and service retirants with 10 or more years of qualifying Ohio service
credit and to primary survivor recipients of such retirants. Health care coverage for
disability recipients is available. The health care coverage provided by the retirement
system is considered an Other Postemployment Benefit (OPEB) as described in
GASB Statement No. 12, “Disclosure of Information on Postemployment Benefits
other than Pension Benefits by State and Local Government Emplovers”. A portion
of each employer's contribution to PERS is set aside for the funding of post
retirement health care. The Ohio Revised Code provides statutory authority for
employer contributions. The 1999 employer contribution rate for local employers
was 13.55% of covered payroll; 4.2% was the portion that was used to fund health
care. The law enforcement employer rate for 1999 was 16.70% of covered payroll;
4.2% was the portion used to fund health care.

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

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

Expenditures for OPEB during 1999 were $523 million. As of December 31, 1999,
the unaudited estimated net assets available for future OPEB payments were $9.8
billion. The number of benefit recipients eligible for OPEB at December 31, 1999
was 118,062. o
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NOTES TO THE GENERAL-PURPOSE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 1999

NOTE 10 - POSTEMPLOYMENT BENEFITS OTHER THAN PENSION BENEFITS —
(Continued)

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% of member covered
payroll, are used to fund health care expenses. Under the prior method, accrued
liabilities and normal cost rates were determined for retiree health care coverage.

Additional information on the PERS, including historical trend information showing
the progress in accumulating sufficient assets to pay benefits when due is available in
the PERS December 31, 1999, Comprehensive Annual Financial Report.

B. Police and Fireman’s Disability Pension Fund

The PFDPF provides postretirement health care coverage to any person who receives
or is eligible to receive a monthly benefit check or is a spouse or eligible dependent
child of such person. An eligible dependent child is any child under the age of 18
whether or not the child is attending school or under the age of 22 if attending full-
time or on a 2/3 basis. The health care coverage provided by the retirement system is
considered an Other Postemployment Benefit (OPEB) as described in GASB
Statement No. 12, “Disclosure of Information on Postemployment Benefits Other

than Pension Benefits by State apd lLocal Government Emplovers™ The Ohio
Revised Code provides that health care cost paid from the funds of the PFDPF shall

be included in the employer’s contribution rate. The total police officer employer
contribution rate is 19.5% of covered payroll and the total firefighter’s employer
contribution rate is 24.0% of covered payroll. Health care funding and accounting is
on a pay-as-you-go basis. Currently, 6.5% of covered payroll, the Board-defined
allocation, is used to pay retiree health care expenses. In addition, since July 1, 1992
most retirees have been required to contribute a portion of the cost of their health care
coverage through a deduction from their monthly benefit payment.

The number of participants eligible to receive health care benefits as of December 31,
1998, are 11,424 for police officers and 9,186 for firefighters. The amount of
employer contributions used to pay postemployment benefits for police officers and
firefighters were $41,340 and 11,218, respectively. The PFDPE’s total health care
expenses for the year ending December 31, 1998, were $78.596 million.
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NOTE 11 - OTHER EMPLOYEE BENEFITS

A. Deferred Compensation Plan

City employees may participate in the Ohio Municipal League Master Deferred
Compensation Plan, through The Ohio Public Employees Deferred Compensation
Program, The Aetna Life Insurance and Annuity Company or The Equitable
Financial Companies Deferred Compensation Plan, in accordance with Internal
Revenue Code Section 457. Participation is on a voluntary payroll deduction basis.
The plans permit deferral of compensation until future years. According to the plans,
the deferred compensation is not available to employees until termination, retirement,
death or unforeseeable emergency.

B. Compensated Absences

Employees earn vacation and sick leave at varying rates depending on the duration of
employment. Vacation leave can be carried over for use in the following year. Sick
leave accrual is continuous, without limit. Overtime worked is always paid to
employees on the paycheck for the period in which it was earned, or it may be taken
in the form of compensatory time, not to exceed one week of their normal work
schedule for non-union employees, 48 hours for union employees and 60 hours for
full-time firemen.

Upon retirement or death employees are paid one-half of their leave balance, not to
exceed a maximum of 480 hours of sick leave, except fire department employees who
can receive a maximum of 600 hours of sick leave pay. Upon retirement,
termination, or death of the employee all accrued vacation and compensatory time is
paid.

The current portion of unpaid compensated absences, for governmental funds, are
recorded as a current liability in the fund from which the employees who have
accumulated unpaid leave are paid. The remainder is reported in the General Long-
Term Obligations Account Group.
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NOTE 12 - LONG-TERM OBLIGATIONS

Long-Term Obligations Account Group of the City as of December 31, 1999 were as

follows:

Classification

Special Asgsessment Bond:

Lakeway Street Improvement - 1987

General Obligation Bond:

Fire Department Equipment - 1993
Notes:

1996 15 year
OPWC - 93 (Salida Rd.)

1996 20 year
OPWC - 94 (Harbor Creek)

1999 20 year
QOPWC - 99 (Reynolds Rd.)

Total Notes

Qther Long-Term Obligations:
Pension Obligations

Police and Firemens
Accrued Liability

Compensated Absences

Total Other Long-Term Obligations

Total General Long-Term Obligations

Interest Balance
Rate _ 12/31/98
725%  $410.000
5.9% $225.000

0% 8§ 132,198

0% 150,621
0% 0
$ 282819

N/A 33,300
N/A 33,047

N/A 109,796

176,143

b e

$1,093.962

29

Qutstanding
Additions (Reductions) _12/31/99
2 0 50,000 360,000
0 3 (450000 $180.000
0 (11,017) § 121,181
0 (8,608) 142,013
121,901 g 121.901
$121.901 $ (19.625) § 385,095
37,090 (33,300) 37,090
0 (33,047) 0
9.722 0 119,518
46,812 {66.347) 156,608
$168,713 $(180.972y $i.081.703




CITY OF MENTOR-ON-THE-LAKE

NOTES TO THE GENERAL-PURPOSE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 1999

NOTE 12 - LONG-TERM OBLIGATIONS - (Continued)

Principal and interest requirements to retire long-term bond obligations and notes
outstanding at December 31, 1999 are as follows:

Special Assessment General Obligation Bond QPWC Notes
Year Principal Interest Principal Interest  Principal
2000 $ 50,000 $ 26,100 "$ 45,000 $10,620 - § 19,624
2001 50,000 22,475 45,000 7.965 19,624
T2002 50,000 18,850 45,000 5310 19,624
2003 -2007 210,000 38,788 45,000 2,655 98,118
2008 - 2012 76,085
2013 -2016 7 A 7 30.119
Total $360.900 $106.213 $180.000 326,550 $263.194
Interest Balance Balance

Rate 12/31/98 Additions {Reductions) 12/31/99

Capital Projects:

Various Purpose Improvements

Bond Anticipation Note 3.85%  $250.000 $683.000 $(250,006) $685.000

As of December 31, 1999, the 1999 OPWC - 99 Reynolds Road note had disbursements
of $121,901, full disbursement will take place in 2000 at which time a loan amortization
repayment schedule will be compiled.

NOTE 13 - CONTINGENT LIABILITIES
A. Grants

The City receives financial assistance from numerous federal and state agencies in
the form of grants. The disbursement of funds received under these programs
generally requires compliance with terms and conditions specified in the grant
agreements and is subject to audit by the grantor agencies. Any disallowed claims
resulting from such audits could become a liability of the General Fund or other
applicable funds. However, in the opinion of management, any such disallowed
claims will not have a material effect on any of the financial statements of the
individual fund types included herein or on the overall financial position of the City
at December 31, 1999.

B. Litigation
The City was involved in no litigation as either plaintiff or defendant.
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NOTE 14 - RISK MANAGEMENT

The City is exposed to various risks of loss related torts; theft of, damage to, and
destruction of assets; errors and omissions; injuries to employees; and natural disasters.
The City has obtained risk management by traditional means of insuring through a
commercial company. With the exception of a deductible, the risk of loss transfers
entirely from the City to the commercial company. The City continues to carry
commercial insurance for other risks of loss, including employee health and accident
insurance. Settled claims resulting from these risks have not exceeded commercial
insurance in any of the past three fiscal years.

City of Mentor-on-the-Lake participates in the Ohio Municipal League public risk pool
for workers’ compensation. The Group Rating Plan is administered by Gates McDonald.
The OML Group Rating Plan is intended to achieve lower workers’ compensation
premium rates for the participants, and result in the establishment of a safer working
environment. There are no additional contributions required by a participant other than
their annual fee. -
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TRIMBLE, JULIAN & GRUBLE, IINC.

“SERVING OHIO LOCAL GOVERNMENTS”

1445 WORTHINGTON WCODS BOULEVARD ) TELEPHCNE 614.846.1899
SuITE B FACSIMILE 614.846.2799
WORTHINGTON, OHIO 43085

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

The Honorable John Rogers, Mayor
and Members of Council

City of Mentor-on-the-Lake

5860 Andrews Road
Mentor-on-the-Lake, Chio 44060

We have audited the general-purpose financial statements of the City of Mentor-on-the-Lake as
of and for the year ended December 31, 1999, and have issued our report thereon dated June 8,
2000. We conducted our audit in accordance with generally accepted auditing standards and
standards applicable to financial audits contained in Government Auditing Standards, issued by
the Comptroller General of the United States.

Compliance

As part of obtaining reasonable assurance about whether the City of Mentor-on-the-Lake's
general-purpose financial statements are free of material misstatement, we performed tests of its
compliance with certain provisions of laws, regulations, contracts and grants, noncompliance
with which could have a direct and material effect on the determination of financial statement
amounts. However, providing an opinion on compliance with those provisions was not an
objective of our audit and, accordingly, we do not express such an apinion. The results of our
tests disclosed an instance of noncompliance that is required to be reported under Government
Auditing Standards which is described in the accompanying schedule of findings as item 1999-
43-0786-04-001.
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The Honorable John Rogers, Mayor
and Members of Council

City of Mentor-on-the-Lake

Page 2

Internal Control Qver Financial Reporting

In planning and performing our audit, we considered the City of Mentor-on-the-Lake's internal
control over financial reporting in order to determine our auditing procedures for the purpose of
expressing our opinion on the general-purpose financial statements and not to provide assurance
on the internal control over financial reporting. Our consideration of the internal control over
financial reporting would not necessarily disclose all matters in the internal control that might be
material weaknesses. A material weakness is a condition in which the design or operation of one
or more of the internal control components does not reduce to a relatively low level the risk that
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 to be material weaknesses.

This report is intended for the information of the Council and management of the City of
Mentor-on-the-Lake, and is not intended to be and should not be used by anyone other than these
specified parties.

M , guﬁaﬂu & m‘. Lﬁ( e,
Trimble, Julian & Grube, Inc.
June 8, 2000
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CITY OF MENTOR-ON-THE-LAKE
LAKE COUNTY, OHIO
DECEMBER 31, 1999

SCHEDULE OF FINDINGS

- - — r oy o e T b T P T o g e 3 o8 e
1. FINDINGS RELATED TO THE FINANCIAL STATEMENTS
REQUIRED TO BE REPORTED IN ACCORDANCE WITH GAGAS

Finding Number 1999-43-0786-04-001

- Ohio Revised Code Section 5705.41 (B) requires that no. subdivision is to expend money unless
it has been appropriated.

It was noted during the audit that for the year ended December 31, 1999 the City has
expenditures plus encumbrances exceeding appropriations in the following funds:

Expenditures
Fund Type/Fund Appropriations Plus Encumbrances Excess
CAPITAL PROJECTS FUND:
OPWC-99/Reynolds Road $905,000 . $926,503 $21,503

With expenditures exceeding appropriations, the City is unlawfully expending monies that have
not been appropriated.

We recommend that the City comply with the Chio Revised Code and the Auditor of State
Bulletin 97-010 by monitoring expenditures so they do not exceed lawful appropriations and
amending the budget prior to year end. This may be achieved by monitoring the budget more
closely on a continual basis.
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STATE OF OHIO T . 28 East Broad Street

P.O. Box 1140
OFFICE OF THE AUDITOR Columbus, Ohio 43216-1140

JiM PETRO, AUDITOR OF STATE Telephone614-466-4514
800-282-0370

Facsimile 614-466-4490

CITY OF MENTOR-ON-THE-LAKE

LAKE 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.

By: ,MV W o

Date:_JULY 13, 2000
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