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STATE OF OHIO Floor 12
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JiM PETRO, AUDITOR OF STATE 800-626-2297
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www.auditor.state.oh.us

REPORT OF INDEPENDENT ACCOUNTANTS

City of Warrensville Heights
Cuyahoga County

4301 Warrensville Center Road
Warrensville Heights, Ohio 44128

To the Members of City Council:

We have audited the accompanying general-purpose financial statements of the City of Warrensville
Heights, Cuyahoga County, Ohio, (the City) as of and for the year ended December 31, 2000, as listed in
the table of contents. These general-purpose financial statements are the responsibility of the City's
management. Our responsibility is to express an opinion on these general-purpose financial statements
based on our audit.

We conducted our audit in accordance with generally accepted auditing standards and the standards
applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller
General of the United States. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material misstatement. An audit
includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements. An auditalso includes assessing the accounting principles used and significant estimates made
by management, as well as evaluating the overall financial statement presentation. We believe that our audit
provide 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 Warrensville Heights, Cuyahoga County, Ohio, as of December
31, 2000, 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 our report dated June 18, 2001
on our consideration of the City’s internal control over financial reporting and our tests of its compliance with
certain provisions of laws, regulations, contracts and grants. That report is an integral part of an audit
performed in accordance with Government Auditing Standards and should be read in conjunction with this
report in considering the results of our audit.

Jim Petro
Auditor of State

June 18, 2001
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CITY OF WARRENSVILLE HEIGHTS

CUYAHOGA COUNTY
COMBINED BALANCE SHEET - ALL FUND TYPES AND ACCOUNT GROUPS

DECEMBER 31, 2000

Account Groups

Governmental Fund Types Fiduciary Generd Total
Special Debt Capita Fund Type  Genera Long-Term  (Memorandum
Genera Revenue Service Projects Agency  Fixed Assets  Obligations Only)
Assets and Other Debits
Cash and Cash Equivalents $ 285909 $ 454,404 $ 321,415 $ 865717 $ 16993 $ 0 $ 0 $ 1,944,438
Cash in Segregated Accounts 0 0 0 0 28,617 0 0 28,617
Receivables:
Taxes 2,625,489 643,707 590,542 0 0 0 0 3,859,738
Accounts 74,198 879 0 0 0 0 0 75,077
Specia Assessments 0 0 258,532 0 0 0 0 258,532
Accrued Interest 1,443 0 0 0 0 0 0 1,443
Due from Other Funds 126,483 0 0 0 0 0 0 126,483
Due from Other Governments 221,282 84,581 0 0 0 0 0 305,863
Inventory 36,031 0 0 0 0 0 0 36,031
Prepaid Items 49,416 0 0 0 0 0 0 49,416
Fixed Assets 0 0 0 0 0 6,385,756 0 6,385,756
Other Dehits:
Amount Availablein Debt
Service Funds 0 0 0 0 0 0 321,415 321,415
Amount to be Provided for
Lease Payments 0 0 0 0 0 0 550,775 550,775
Amount to be Provided for
Retirement of General Long-
Term Obligations 0 0 0 0 0 0 8,493,969 8,493,969
Total Assets and
Other Debits $3,420,251 $1,183571 $1,170,489 $ 865717 $ 45610 $6,385756 $ 9,366,159 $ 22,437,553

The accompanying notes are an integral part of these financia statements.



CITY OF WARRENSVILLE HEIGHTS
CUYAHOGA COUNTY

COMBINED BALANCE SHEET - ALL FUND TYPES AND ACCOUNT GROUPS
DECEMBER 31, 2000
(CONTINUED)

Account Groups

Governmental Fund Types Fiduciary Generd Total
Special Debt Capita Fund Type  Genera Long-Term  (Memorandum
Genera Revenue Service Projects Agency  Fixed Assets  Obligations Only)
Liabilities, Fund Equity,
and Other Credits
Liabilities:
Accounts Payable $ 327111 $ 31500 $ 0 $ 1,228 $ 0 0 $ 0 $ 359,839
Contracts Payable 0 0 0 76,364 0 0 0 76,364
Due to Other Funds 0 126,483 0 0 0 0 0 126,483
Due to Other Governments 20,861 0 0 0 28,617 0 277,630 327,108
Funds on Deposit 0 0 0 0 16,993 0 0 16,993
Deferred Revenue 1,061,906 643,707 849,074 0 0 0 0 2,554,687
General Obligation Bonds
Payable 0 0 0 0 0 0 6,001,085 6,001,085
Capital Lease Commitment
Payable 0 0 0 0 0 0 550,776 550,776
Specia Assessment Bonds
Payable 0 0 0 0 0 0 1,408,915 1,408,915
Compensated Absences
Payable 55,790 0 0 0 0 1,127,753 1,183,543
Total Liabilities 1,465,668 801,690 849,074 77,592 45,610 9,366,159 12,605,793
Fund Equity and Other Credits:
Investment in General
Fixed Assets 0 0 0 0 0 6,385,756 0 6,385,756
Fund Balances
Reserved for Encumbrances 131,447 11,678 0 0 0 0 0 143,125
Reserved for Inventory 36,031 0 0 0 0 0 0 36,031
Reserved for Prepaid Items 49,416 0 0 0 0 0 0 49,416
Reserved for Debt Service 0 0 321,415 0 0 0 0 321,415
Unreserved:
Undesignated 1,737,689 370,203 0 788,125 0 0 0 2,896,017
Total Fund Equity
and Other Credits 1,954,583 381,881 321,415 788,125 0 6,385,756 0 9,831,760

Total Liabilities, Fund
Equity, and Other Credits $ 3,420,251

$1,183571 $1,170,489

$ 865717 $ 45610 $6,385756 $ 9,366,159 $ 22,437,553

The accompanying notes are an integral part of these financia statements.



COMBINED STATEMENT OF REVENUES, EXPENDITURES,

CITY OF WARRENSVILLE HEIGHTS
CUYAHOGA COUNTY

AND CHANGES IN FUND BALANCES - ALL GOVERNMENTAL FUND TYPES
FOR THE YEAR ENDED DECEMBER 31, 2000

Revenues

Local Income Tax

Property Tax

Other Taxes
Intergovernmental

Specia Assessments
Interest

Fines, Licenses, and Permits
Charges for Services
Miscellaneous

Total Revenues

Expenditures
Current

Security of Persons and Property 5,616,406 687,471

Public Health Services
Leisure Time Activities
Community Environment
Basic Utilities
Transportation
General Government
Capital Outlay
Debt Service
Principal Retirement

Interest and Fiscal Charges

Total Expenditures

Excess (Deficiency) of Revenues

Over(Under) Expenditures

Other Financing Sour ces (Uses)

Proceeds from Sale of Assets

Transfersin
Transfers Out
Other Uses

Total Other Financing Sour ces

(Uses)

Excess (Deficiency) of Revenue
and Other Financing Sources

Over (Under) Expenditures and

Other Financing Uses
Increase in Reserve
for Inventory
Fund Balances at
Beginning of Year

Governmental Fund Types Totals
Specia Capita (Memorandum

General Revenue  Debt Service Projects Only)
$ 8417674 $ 126,021 $ 0 % 0 $ 8,543,695
946,600 453,814 466,773 0 1,867,187
11,484 0 0 0 11,484
1,525,396 802,951 46,200 0 2,374,547
0 0 258,559 0 258,559
115,602 743 0 64,551 180,896
282,576 0 0 0 282,576
150,567 0 0 0 150,567
146,830 20,967 0 0 167,797
11,596,729 1,404,496 771,532 64,551 13,837,308
0 0 6,303,877
21,650 0 0 0 21,650
252,675 64,359 0 0 317,034
605,174 128,016 0 0 733,190
1,001,471 1,951 0 0 1,003,422
88,540 493,755 0 0 582,295
3,171,393 0 2,181 0 3,173,574
0 0 0 622,422 622,422
0 0 650,000 0 650,000
0 0 503,218 0 503,218
10,757,309 1,375,552 1,155,399 622,422 13,910,682
839,420 28,944 (383,867) (557,871) (73,374)
2,809 0 0 0 2,809
0 0 227,000 0 227,000
(227,000) 0 0 0 (227,000)
(298,812) 0 0 0 (298,812)
(523,003) 0 227,000 0 (296,003)
316,417 28,944 (156,867) (557,871) (369,377)
10,696 0 0 0 10,696
1,627,470 352,937 478,282 1,345,996 3,804,685
788,125 $ 3,446,004

Fund Balanceat End of Year $ 1,954583 $ 381,881 $ 321415 $

The accompanying notes are an integral part of these financia statements.
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Revenues

Local Taxes - Income Taxes
Local Taxes- Property Taxes
Other Taxes
Intergovernmental Revenues
Special Assessments
Charges for Services

Fines, Licenses, and Permits
Interest Income
Miscellaneous

Total Revenues

Expenditures
Current

CITY OF WARRENSVILLE HEIGHTS

CUYAHOGA COUNTY
COMBINED STATEMENT OF REVENUES, EXPENDITURES,

AND CHANGES IN FUND BALANCES - BUDGET AND ACTUAL -

(NON-GAAPBUDGETARY BASIS) - ALL GOVERNMENTAL FUND TYPES (CONTINUED)

FOR THE YEAR ENDED DECEMBER 31, 2000

Security of Persons and Property 5,758,616

Public Health and Welfare
Leisure Time Activities
Community Environment
Basic Utility Services
Transportation
General Government
Capital Outlay
Debt Service
Principal Retirement
Interest and Other Charges

Total Expenditures

Excess (Deficiency) of Revenues
Over (Under) Expenditures

Other Financing Sour ces (Uses)

Sde of Fixed Assets
Transfers|n
Transfers Out
Advances In
Advances Out

Other Sources
Other Uses

Total Other Financing Sour ces
(Uses)

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

Fund Cash Balance at
Beginning of Y ear

Prior Year Encumbrances
Reappropriated

Fund Cash Balance at
End of Year

The accompanying notes are an integral part of these financia statements.

General Fund Speciad Revenue Funds

Variance Variance

Revised Favorable Revised Favorable
Budoget Actual (Unfavorable) Budget Actual (Unfavorable)

$8,435507 $8,264,919 $ (170588) $ 133435 $ 126021 $ (7,414

966,138 946,600 (19,538 480,513 453,814 (26,699

11,723 11,484 (239 0 0 0

1,387,333 1,359,278 (28,055 832,052 785,819 (46,233)

0 0 0 0 0 0

142,450 139,570 2,880 0 0 0

296,031 290,045 5,986 0 0 0

117,988 115,602 2,386 787 743 (44

152,858 149,767 3,091 22,814 21,546 (1,268

11,510,028 11,277,265 (232,763) 1,469,601 1,387,943 (81,658)

5,738,869 19,747 920,963 691,552 229,411

29,160 21,650 7,510 0 0 0

283,388 264,872 18,516 86,360 63,090 23,270

622,979 597,724 25,255 327,324 131,521 195,803

1,027,962 1,007,186 20,776 1,951 1,951 0

109,368 104,123 5,245 528,311 486,603 41,708

3,346,395 3,327,460 18,935 0 0 0

0 0 0 0 0 0

0 0 0 0 0 0

0 0 0 0 0 0

11,177,868 11,061,884 115,984 1,864,909 1,374,717 490,192

332,160 215,381 (116,779) (395,308) 13,226 408,534

0 2,809 2,809 0 0 0

0 45,489 45,489 0 0 0

(265,000) (227,000) 38,000 0 0 0

0 0 0 0 88,847 88,847

0 (88,847) (88,847) (2,500) 0 2,500

0 0 0 0 0 0

(305,419) (298,812) 6,607 0 0 0

(570,419) (566,361) 4,058 (2,500) 88,847 91,347

(238,259) (350,980) (112,721) (397,808) 102,073 499,881

292,316 292,316 0 332,576 332,576 0

258,673 258,673 0 8,068 8,068 0

$ 312,730 $ 200,009 $ (112,721) $ (57,164) $ 442,717 $ 499,881
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Revenues

Local Taxes- Income Taxes
Local Taxes- Property Taxes
Other Taxes
Intergovernmental Revenues
Special Assessments
Charges for Services

Fines, Licenses, and Permits
Interest Income
Miscellaneous

Total Revenues

Expenditures
Current

Security of Persons and Property
Public Health and Welfare
Leisure Time Activities
Community Environment
Basic Utility Services
Transportation
General Government
Capital Outlay
Debt Service
Principal Retirement
Interest and Other Charges

Total Expenditures

Excess gDefici ency) of Revenues
Over (Under) Expenditures

Other Financing Sour ces (Uses)

Sale of Fixed Assets

TransfersIn

Transfers Out

Advances In

Advances Out

Other Sources

Other Uses

Total Other Financing Sour ces
(Uses)

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

Fund Cash Balance at
Beginning of Year

Prior Y ear Encumbrances
Reappropriated

Fund Cash Balance at
End of Year

CITY OF WARRENSVILLE HEIGHTS
CUYAHOGA COUNTY
COMBINED STATEMENT OF REVENUES, EXPENDITURES,
AND CHANGES IN FUND BALANCES - BUDGET AND ACTUAL -
(NON-GAAPBUDGETARY BASIS) - ALL GOVERNMENTAL FUND TYPES (CONTINUED)

FOR THE YEAR ENDED DECEMBER 31, 2000

Debt Service Funds Capital Projects Funds

Variance Variance

Revised Favorable Revised Favorable
Budget Actual  (Unfavorable) Budget Actual (Unfavorable)
0 % 0 0 % 0 $ 0
612,212 466,773 (145,439) 0 0 0
0 0 0 0 0 0
61,694 46,200 15,494 0 0 0
339,678 258,559 81,119 0 0 0
0 0 0 0 0 0

0 0 0 0 0 0

0 0 0 151,220 22,065 (129,155)

0 0 0 0 0 0
1,013,584 771,532 (242,052) 151,220 22,065 (129,155)
0 0 0 0 0 0

0 0 0 0 0 0

0 0 0 0 0 0

0 0 0 0 0 0

0 0 0 0 0 0

0 0 0 0 0 0

2,248 2,181 67 0 0 0

0 0 0 1,942,948 1,023,696 919,252
670,380 651,181 19,199 0 0 0
502,106 502,037 69 0 0 0
1,174,734 1,155,399 19,335 1,942,948 1,023,696 919,252
(161,150) (383,867) (222,717)  (1,791,728) (1,001,631) 790,097
0 0 0 0 0 0

0 227,000 227,000 0 0 0

0 0 0 0 0 0

0 0 0 0 0 0

0 0 0 0 0 0

0 0 0 0 0 0

0 0 0 0 0 0

0 227,000 227,000 0 0 0
(161,150) (156,867) 4,283 (1,791,728) (1,001,631) 790,097
476,148 476,148 0 1,675,709 1,675,709 0
2,134 2,134 0 149,157 149,157 0

$ 317,132 $ 321415 $ 4283 $ 33,138 $ 823235 $ 790,097

The accompanying notes are an integral part of these financial statements.
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CITY OF WARRENSVILLE HEIGHTS

CUYAHOGA COUNTY

COMBINED STATEMENT OF REVENUES, EXPENDITURES,

AND CHANGES IN FUND BALANCES - BUDGET AND ACTUAL -
(NON-GAAP BUDGETARY BASIS) - ALL GOVERNMENTAL FUND TYPES (CONTINUED)
FOR THE YEAR ENDED DECEMBER 31, 2000

Revenues

Local Taxes - Income Taxes
Local Taxes- Property Taxes
Other Taxes
Intergovernmental Revenues
Special Assessments
Charges for Services

Fines, Licenses, and Permits
Interest Income
Miscellaneous

Total Revenues

Expenditures
Current

Security of Persons and Property
Public Health and Welfare
Leisure Time Activities
Community Environment
Basic Utility Services
Transportation
General Government
Capital Outlay
Debt Service
Principal Retirement
Interest and Other Charges

Total Expenditures

Excess (Deficiency) of Revenues
Over (Under) Expenditures

Other Financing Sour ces (Uses)
Sale of Fixed Assets

Transfersin

Transfers Out

Advances In

Advances Out

Other Sources

Other Uses

Total Other Financing Sour ces
(Uses)

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

Fund Cash Balance at
Beginning of Y ear

Prior Y ear Encumbrances
Reappropriated

Fund Cash Balance at
End of Year

Totals (Memorandum Only)

Variance

Revised Favorable

Budoget Actud (Unfavorable)
$ 8,559,960 $ 8,390,940 $ (169,020
2,037,309 1,867,187 170,122
11,723 11,484 (239
2,346,328 2,191,297 (155,031
339,678 258,559 (81,119
142,450 139,570 2,880
296,031 290,045 5,986
269,583 138,410 (131,173
172,033 171,313 (720
14,175,095 13,458,805 (716,290)
6,685,106 6,430,421 254,685
29,160 21,650 7,510
381,976 327,962 54,014
985,607 729,245 256,362
1,029,913 1,009,137 20,776
637,680 590,726 46,954
3,511,641 3,329,641 182,000
2,092,105 1,023,696 1,068,409
670,380 651,181 19,199
502,106 502,037 69
16,525,674 14,615,696 1,909,978
(2,350,579)  (1,156,891) 1,193,688
0 2,809 2,809

0 272,489 272,489
(290,839) (227,000) 63,839
0 88,847 88,847

0 (88,847) (88,847)

0 0 0
(305,419) (298,812) 6,607
(596,258) (250,514) 345,744
(2,946,837)  (1,407,405) 1,539,432
2,776,748 2,776,748 0
418,032 418,032 0

$ 247943 $ 1,787,375 $ 1,539,432

The accompanying notes are an integral part of these financia statements.



CITY OF WARRENSVILLE HEIGHTS
CUYAHOGA COUNTY
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2000

NOTE1l: DESCRIPTION OF REPORTING ENTITY, BASIS OF PRESENTATION, AND
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A. Description of the Entity

The City
The City of Warrensville Heights, Ohio (the*“ City”) operatesunder aCouncil-Mayor

form of government. Elected officialsinclude seven council membersand aMayor.
The City providesthefollowing servicesasauthorized by itscharter that was adopted
May 6, 1958: public safety, highway and streets, parks and recreation, and public
Improvements.

Reporting Entity

The accompanying general purpose financial statements of the City present the
financial position of the various fund types and account groups and the results of
operations of the various fund types. The financial statements are presented as of
December 31, 2000, and for the year then ended, and have been prepared in
conformity with generally accepted accounting principles(GAAP) applicabletolocal
governments. The Governmental Accounting Standards Board (GASB) is the
standard-setting body for establishing governmental accounting and financial
reporting principles, which are primarily set forth in the GASB’s Codification of
Gover nmental Accounting and Financial Reporting Standar ds(GASB Codification).

In evaluating how to define the governmental reporting entity, the City adopted the
provision of GASB Statement No. 14, The Financial Reporting Entity, under which
the financial statements include all the organizations, activities, functions, and
component unitsfor which the City (primary government) isfinancially accountable.
Financial accountability is defined as the appointment of a voting majority of the
component unit’s board, and either (1) the City’ s ability to impose itswill over the
component unit, or (2) the possibility that the component unit will provideafinancial
benefit to or impose afinancial burden on the City.

On this basis, the City’s financia reporting entity has no component units but
includes all funds, account groups, agencies, boards, and commissions that are part
of the primary government, including policeand fireprotection, parksand recreation,
health, certain social services, and general administrative services.



CITY OF WARRENSVILLE HEIGHTS
CUYAHOGA COUNTY
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2000
(CONTINUED)

NOTE1l: DESCRIPTION OF REPORTING ENTITY,BASISOF PRESENTATION, AND
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

B. Bass of Presentation

The accounting policies of the City conform to generally accepted accounting
principles (GAAP) as applicable to governments.

The financial transactions of the City are recorded in individual funds and account
groups. The various funds and account groups are reported by type in the general
purpose financial statements. The City uses the following fund categories, fund
types, and account groups:

Governmental Funds

Governmental fundsareaccounted for onaflow onfinancial resources measurement
focus. Only current assets and current liabilities are generally included on their
balance sheet. Their operating statements present sources (revenues and other
financing sources) and uses (expenditures and other financing uses) of “available
spendable resources’ during a period.

General Fund - the genera operating fund of the City; used to account for all
revenues and expenditures 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 the State of Ohio.

Special Revenue Funds - used to account for revenue from specific sources (other
than mgjor capital projects) which require separate accounting because of legal
restrictions requiring that expenditures be for specified purposes.

Debt Service Fund - to account for the accumulation of resources for, and the
payment of, general and special assessment long-term debt principal and interest.

Capital Projects Funds- used to account for revenuesand expendituresrelated to the
acquisition or construction of major capital facilities and to account for thefinancing
of public improvements or services deemed to benefit specific properties against
which assessments are levied.
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CITY OF WARRENSVILLE HEIGHTS
CUYAHOGA COUNTY
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2000
(CONTINUED)

NOTE1l: DESCRIPTION OF REPORTING ENTITY,BASISOF PRESENTATION, AND
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

B. Basisof Presentation (Continued)

Fiduciary Funds

Agency Funds - used to account for assets held by the City in atrustee capacity or as
an agent for individuals, private organizations, other governments, and other funds.
The City has no trust funds. Agency funds are purely custodial (assets equal
liabilities) and thus do not involve measurement of results of operations.

Account Groups
Account groups are used to establish accounting control and accountability for the
City’ s general fixed assets and general long term debt.

General Fixed Assets Account Group - used to account for capital assets used in
genera government operations with a useful life of greater than one year.

General Long-Term Obligations Account Group - used to account for all long-term
obligations of the City. These obligations are secured by the credit of the City asa
whole and are payable from general government resources or assessments against
property owners.

C. Basisof Accounting

Governmental and fiduciary funds types are accounted for on the modified accrual
basis of accounting. Under this basis revenues are recognized in the accounting
period when they become both measurable and available to finance expenditures of
the current period. The City uses 60 days as the measurable and available period.
Revenue items, which are recognized before the related cash is received and are
recorded as receivables, include income taxes arising from payroll tax withholding
during the year, investment income, and reimbursable-type grants. Expendituresare
recognized when the related fund liability is incurred, with the exception of
accumulated unpaid employee compensation which is not payable from expendable
financia resources and general long-term obligations principal and interest, which
are recorded when due.
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CITY OF WARRENSVILLE HEIGHTS
CUYAHOGA COUNTY
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2000
(CONTINUED)

NOTE1l: DESCRIPTION OF REPORTING ENTITY,BASISOF PRESENTATION, AND
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

C. Basis of Accounting (Continued)

In applying the susceptible to accrual concept under the modified accrual basis, the
following revenue sources are deemed both measurable and available, as they are
collectible within the current period or soon enough thereafter to be used to pay
obligationsof the current period: investment earnings, special assessmentsdueinthe
current year, income taxes withheld by employers and state-levied locally shared
taxes (including motor vehicle fees).

Property taxes and special assessments (in the debt service funds), though
measurable, are not available soon enough in the subsequent year to finance current
period obligations. Therefore, property tax and special assessment receivables are
recorded and deferred until they become available.

Other revenues, including licenses and permits, certain chargesfor services, income
taxes other than those withheld by employers and miscellaneous revenues are
recorded asrevenuewhen received in cash becausethey are generally not measurable
until actually received.

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 as expenditures when the related liability is incurred
except for unmatured principal and interest on general long-term debt which are
recognized when paid. Allocations of cost, such as depreciation and amortization,
are not recognized in the governmental funds.

D. Budgetary Accounting

The budgetary process is prescribed by provisions of the Ohio Revised Code and
entailsthe preparation of budgetary documentswithin an established timetable. The
major documents are the tax budget, the certificate of estimated 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 amendment throughout the year.
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CITY OF WARRENSVILLE HEIGHTS
CUYAHOGA COUNTY
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2000
(CONTINUED)

NOTE1l: DESCRIPTION OF REPORTING ENTITY,BASISOF PRESENTATION, AND
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

D. Budgetary Accounting (Continued)

All funds other than the 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 isat the object level within each department of the
City of Warrensville Heights. Budgetary modifications may only be made by
ordinance of the City Council.

The City’ s budgetary processis as follows:

Budget - A tax budget of estimated revenue and expenditures is submitted to the
County Auditor, as Secretary of the County Budget Commission, by July 20 of each
year for the period January 1 to December 31, of the following year. A proposed
budget of estimated revenues and expenditures is submitted by the Mayor to
members of City Council of the City by November 15 of each year for the period
January 1 to December 31 of the following year.

Estimated Resources - The County Budget Commission certifies its actions to the
City by September 1. As part of this certification, the City receives the official
Certificate of Estimated Resources, which statesthe projected revenue of each fund.
On or about January 1, the certificate is amended to include any unencumbered
balances from the preceding year. Prior to December 31, the City must revise its
budget so that the total contemplated expendituresfrom any fund during the ensuing
fiscal year will not exceed the amount stated in the Certificate of Estimated
Resources.

Appropriations - A temporary appropriation measure to control disbursements may
be passed on or about January 1 of each year for the period from January 1 to March
31. The annual appropriations ordinance must be passed by April 1 and may be
amended or supplemented during the year as new information becomes available,
provided that total fund appropriationsdo not exceed current estimated resources, as
certified. Appropriations may not exceed the estimated resources.
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CITY OF WARRENSVILLE HEIGHTS
CUYAHOGA COUNTY
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2000
(CONTINUED)

NOTE1l: DESCRIPTION OF REPORTING ENTITY,BASISOF PRESENTATION, AND
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

D. Budgetary Accounting (Continued)

Budgeted Level of Expenditures - The City is required by Ohio law to establish
annual appropriations for al necessary funds. These appropriations distinguish the
personal servicesand other costsfor every division and expendituresmay not legally
exceed the amount appropriated at this level.

Encumbrances - The City isrequired to use, by Ohio law, the encumbrance method
of accounting. Under thissystem, purchaseorders, contracts, and other commitments
for the expenditures of funds are recorded in order to reserve a portion of the
applicable appropriation.

Lapsing of Appropriations- At the close of each year, the unencumbered balance of
each appropriation revertsto the respective fund from which it was appropriated and
becomes subject to future appropriations. The encumbered appropriation balanceis
carried forward to the succeeding year and is not reappropriated.

Budgetary Basis of Accounting

The City’s budget (budget basis) accounts for certain transactions are on a basis
which differs from generally accepted accounting principles (GAAP basis). The
major differences between the budget basis and GAAP basis are that:

1. Revenuesarerecorded when received in cash for budget purposes as opposed to
when susceptible to accrual for GAAP purposes;

2. Expenditures are recorded when paid in cash for budget purposes as opposed to
when the liability isincurred for GAAP purposes,

3. Encumbrancesaretreated asexpendituresfor al funds (budget basis) rather than
as areservation of fund balance for governmental fund types (GAAP basis).
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CITY OF WARRENSVILLE HEIGHTS
CUYAHOGA COUNTY
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2000
(CONTINUED)

NOTE1l: DESCRIPTION OF REPORTING ENTITY,BASISOF PRESENTATION, AND
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

D. Budgetary Accounting (Continued)

A reconciliation of the results of operationsfor the year from the GAAP basisto the
budgetary basis for governmental fund typesis asfollows:

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

Special Debt Capital
General Revenue Service Projects
Fund Funds Fund Funds
GAAPBasis $ 316417 $ 28944 $(156,867) $ (557,871)
Increase (Decrease) Due to:
Revenue Accruals 273,975 72,294 0 (42,485;
Expenditures Accruals 262,033 12,520 0 (401,275
Encumbrances Outstanding (131,389 (11,685) 0 0
Budgetary Basis $(350,980) $ 102,073 $ (156,867) $(1,001,631)

E. Cash and Cash Equivalents

To improve cash management, cash received by the City is pooled. Moniesfor all
fundsaremaintainedinthispool. Individual fundintegrity ismaintained throughthe
City’srecords. Each fund’s interest in the pool is presented as “Equity in Pooled
Cash and Cash Equivaents’ on the combined balance sheet.

During 2000, theportfolio of the City waslimited to nonpartici pating interest-earning
investment contracts (e.g., repurchase agreements) and State Treasurer's Asset
Reserve of Ohio (STAROhI0). Nonparticipating investments contracts such as non-
negotiable certificates of deposit and repurchase agreements are reported at cost.

The City aso invested funds in the State Treasury Asset Reserve of Ohio
(STARONhi0) during 2000. STAROhio isaninvestment pool managed by the State
Treasurer’ s Office which allows governmentswithin the Stateto pool their fundsfor
investment purposes. STARONhIo 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. Investmentsin STAROhio arevaued at STAROi0' sshare
price which is the price the investment could be sold for on December 31, 2000.
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CITY OF WARRENSVILLE HEIGHTS
CUYAHOGA COUNTY
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2000
(CONTINUED)

NOTE1l: DESCRIPTION OF REPORTING ENTITY,BASISOF PRESENTATION, AND
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

E. Cash and Cash Equivalents (Continued)

The City’ s policy isto hold investments until maturity.

The City has segregated bank accounts for monies held separate from the City’s
central bank account. These interest bearing depository accounts are presented on
the combined balance sheet as “ cash and cash equivalents in segregated accounts”
since they are not required to be deposited into the City’ s treasury.

For purposesof presentation on the combined balance sheet, investments of the cash
management pool and investments with original maturities of three months or less
at the time they are purchased by the City are considered to be cash equivalents.
Investments with an initial maturity of more than three months are reported as
Investments.

F. Fixed Assets

Fixed assets include land and land improvements, buildings, structures and
improvements, machinery and vehicles under capital |eases, vehiclesand machinery
and equipment owned by the City. Infrastructure, including street, bridges, lighting
systems, sewer lines, and sidewalks are not included.

Fixed assets acquired or constructed for general governmental purposesare reported
as expendituresin the fund that finances the asset acquisition and are capitalized in
the general fixed assets account group. The City’ s capitalization threshold is $500.
All purchased fixed assets are recorded at historical cost or estimated historical cost

if actual cost information is not available. All donated fixed assets are recorded at
estimated fair market value at time of donation.

G. Depreciation

No depreciation is provided on general fixed assets.
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CITY OF WARRENSVILLE HEIGHTS
CUYAHOGA COUNTY
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2000
(CONTINUED)

NOTE1l: DESCRIPTION OF REPORTING ENTITY,BASISOF PRESENTATION, AND

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

H.

Encumbrances

As part of formal budgetary control over all funds, purchase orders, contracts, and
other commitments for expenditures are encumbered and reported as expenditures
on the non-GAAP budget basis in order to reserve that portion of the applicable
appropriation. On the GAAP basis, encumbrances outstanding at year end are
reported as reservations of fund balance since they do not represent expenditures or
liabilities of the City.

Grantsand Other | ntergover nmental Revenues

State grants and assistance awards made on the basis of entitlement periods are
recorded as intergovernmental receivables and revenues when entitlement occurs.
Amounts received in excess of expenditures are reflected as deferred revenue.

I nterfund Transactions

During the course of normal operations, the City has numerous transactions between
funds, including expendituresand transfersof resourcesto provide services, construct
assets, and service debt. Operating subsidies are recorded as operating transfers.

| nventories

Inventoriesare stated at cost, on afirst-in, first-out basis. Thecost of inventory items
are recorded as an expenditure at the time inventory items are purchased. In the
governmental funds, reported inventoriesareequally offset by afund balancereserve
which indicates that they do not constitute “available expendable resources’ even
though they are a component of net current assets.
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CITY OF WARRENSVILLE HEIGHTS
CUYAHOGA COUNTY
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2000
(CONTINUED)

NOTE1l: DESCRIPTION OF REPORTING ENTITY,BASISOF PRESENTATION, AND
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

L. Compensated Absences

In accordancewith GASB Statement No. 16, Accounting for Compensated Absences,
vacation and compensatory time are accrued as liabilities when an employee’ sright
to receive compensation isattributableto servicesalready rendered and it isprobable
that the employee will be compensated through paid time off or some other means,
such as cash payments at termination or retirement. Leavetimethat has been earned
but is unavailable for use as paid time off or as some other form of compensation
because an employee has not met the minimum service time requirement, isaccrued
totheextent that it is considered to be probabl e that the conditionsfor compensation
will be met in the future.

Sick leave is accrued using the vesting method, whereby the liability is recorded on
the basis of leave accumulated by employeeswho are eligibleto receive termination
payments as of the balance sheet date, and on leave balances accumulated by other
employees who are expected to become €ligible in the future to receive such
payments.

Accrued employee benefitsfor governmental funds not currently due and payable at
year end are recorded in the general long-term obligations account group.

M. Prepaid Items

Payments made to vendors for services that will benefit periods beyond December
31, 2000 are recorded as prepaid items using the consumption method. A current
asset for the prepaid amount is recorded at the time of the purchase and an
expenditure/expenseisreported in theyear inwhich servicesare consumed. Prepaid
items are equally offset by afund balance reserve in the governmental funds, which
indicates that it does not constitute available spendable resources even though it is
a component of net current assets.
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CITY OF WARRENSVILLE HEIGHTS
CUYAHOGA COUNTY
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2000
(CONTINUED)

NOTE1l: DESCRIPTION OF REPORTING ENTITY,BASISOF PRESENTATION, AND
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

N. Long-Term Obligations

Long-term debt isrecognized asaliability of agovernmental fund when due, or when
resources have been accumulated in the debt service fund for payment early in the
following year. For other long-term obligations, only that portion expected to be
financed from expendable available financial resourcesisreported asafund liability
of agovernmental fund. Theremaining portion of such obligationsisreportedinthe
genera long-term debt account group.

Under Ohio law, adebt retirement fund must be created and used for the payment of
all debt principal and interest. Generally accepted accounting principlesrequirethe
alocation of the debt liability among the capital projects funds and the general long-
term obligations account group, with principal and interest payments on matured
genera obligation long-term debt being reported in the debt servicefund. To comply
with GAAP reporting requirements, the City’ s debt retirement fund has been split
among the appropriate funds and account groups. Debt service fund resources used
to pay both principal and interest have also been allocated accordingly.

O. Reservations of Fund Balance

Reservationsof fund balanceindicatethat aportion of the balanceisnot availablefor
expenditureor islegally segregated for specific future use. Balancesarereservedfor
inventories of materials and supplies, prepaid expenses, and encumbrances (for
governmental funds).

P. Total Columnson Combined Financial Statements

Total columns on the combined statements are captioned “Memorandum Only” to
indicate that they are presented only to facilitate financial analysis. Datain these
columns does not present financial position or results of operations in conformity
with generally accepted accounting principles, nor is such data comparable to a
consolidation. Interfund eliminationshave not been madein aggregation of thisdata.
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CITY OF WARRENSVILLE HEIGHTS
CUYAHOGA COUNTY
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2000
(CONTINUED)

NOTE2: CASH, CASH EQUIVALENTS, AND INVESTMENTS

State statutes classify monies held by the City into three categories:

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

Inactive funds are public deposits that the City has identified as not required for use
within the current two year period of designation of depositories. Inactive deposits must
either be evidenced by certificates of deposit maturing not later than the end of the
current period of designation of depositors, or by savings or deposit accountsincluding,
but not limited to, passbook accounts.

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

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

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

« 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 payment of
principal and interest by the United States;

« Bonds, notes, debentures, or any other obligations or securitiesissued by any federal
government agency or instrumentality, including but not limited to, federal national
mortgage associ ation, federal homeloan 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.
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CITY OF WARRENSVILLE HEIGHTS
CUYAHOGA COUNTY
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2000
(CONTINUED)

NOTE2: CASH, CASH EQUIVALENTS, AND INVESTMENTS (Continued)

« Written repurchase agreements in 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 |east two percent and marked to market daily, and that

the term of the agreement must not exceed thirty days;

» Bonds and other obligations of the State of Ohio;

» No-load money market mutual funds consisting exclusively of obligations described
in the first two bullets of this section and repurchase agreements secured by such
obligations, provided that investments in securities described in this division are

made only through eligible institutions; and

e The State Treasurer’ s investment pool (STAROhi0).

The City may also invest any monies not required to be used for a period of six months

or more in the following:

e Bonds of the State of Ohio;

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

coupons; and

« Obligations of the City.

Investmentsin stripped principal or interest obligations, reverse repurchase agreements,
and derivativesareprohibited. Theissuance of taxablenotesfor the purpose of arbitrage,
the use of leverage, and 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 City and must be purchased with the expectation that it will be held until
maturity. Investmentsmay only be madethrough specified dealers and institutions.
Paymentsfor investments may be made only upon delivery of the securitiesrepresenting
the investments to the Treasurer or qualified trustee or, if the securities are not
represented by a certificate, upon receipt of confirmation of transfer from the custodian.
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CITY OF WARRENSVILLE HEIGHTS
CUYAHOGA COUNTY
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2000
(CONTINUED)

NOTE2: CASH, CASH EQUIVALENTS, AND INVESTMENTS (Continued)

The following information classifies deposits and investments by categories of risk, as
definedin GASB Statement No. 3, Depositswith Financial Institutions, Investments, and
Rever se Repurchase Agreements.

A. Deposits

At year end, the carrying amount of the City’s deposits was $137,681 and the bank
balance was $233,279. $220,682 of the bank balance was covered by federal
depository insurance and $12,597 was uninsured and uncollateralized. Although the
securities serving as collateral were held by the pledging financial institution’ s trust
department in the City’ sname and all State statutory requirementsfor the deposit of
money had been followed, non-compliance with federal requirements would
potentially subject the City to a successful claim by the FDIC.

B. Investments

GASB Statement No. 3 requires the City’s investments be categorized to give an
indication of the level of risk assumed by the City at fiscal year end. Category 1
includesinvestmentsthat areinsured or registered or for which the securitiesareheld
by the City or its agent in the City’s name. Category 2 includes uninsured and
unregistered investments which are held by the counterparty’s trust department or
agent in the City’s name. Category 3 includes uninsured and unregistered
investments for which the securities are held by the counterparty, or by its trust
department or agent but not in the City’s name. The City invested in the State
Treasury Asset Reserve of Ohio (STAROhNio) during the 2000 fiscal year.
STARONhIo are unclassified investments since they are not evidenced by securities
that exist in physical or book entry form.

Investments (as defined by GASB 3) as of December 31, 2000 were as follows:

Carrying
Value Fair Value
Repurchase Agreement (Category 3) $1,468,833  $1,468,833
STARONhIo (uncategorized) 366,541 366,541
Total Investments $1,835,374  $1,835,374
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CITY OF WARRENSVILLE HEIGHTS
CUYAHOGA COUNTY
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2000
(CONTINUED)

NOTE2: CASH, CASH EQUIVALENTS, AND INVESTMENTS (Continued)

B. Investments (Continued)

STARONhioisnot categorized sincethoseinvestmentsare not evidenced by securities

that exist in physical or book entry form.

Theinvestmentsare carried at cost except STAROhIo, which iscarried at fair value.

C. Reconciliation of Cash, Cash Equivalents, and | nvestments

The classification of cash and cash equivalents and investments on the combined
financial statements is based on criteria set forth in GASB Statement No. 9. A
reconciliation between the classifications of cash and investments on the combined
financia statements and the classification per GASB Statement No. 3isasfollows:

EquivalentsDeposits Investments

Cash & Cash

GASB Statement No. 9 $1,973,055
Investments:

Repurchase Agreement (1,468,833)

STAROhio (366,541)

GASB Statement No. 3 $ 137,681

$1,835,374

The City maintains a cash pool that is available for use by all funds and accounts
except for the Deputy Clerk of Courts fund, and Compliant Trust fund, which are

maintained separately.
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CITY OF WARRENSVILLE HEIGHTS
CUYAHOGA COUNTY
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2000
(CONTINUED)

NOTE 3: FIXED ASSETS

A summary of changesin general fixed assets follows:

Balance Balance
January 1, December 31,
2000 Additions Deletions 2000
Land and Land Improvements  $ 234,033 $ 0% 0 $ 234,033
Buildings, Structures, and
Improvements 1,825,192 0 0 1,825,192
Furniture and Fixtures 385,932 0 0 385,932
Machinery and Equipment 1,152,570 100,526 0 1,253,096
Vehicles 2,828,662 52,859 194,018 2,687,503
Total $6,426,389 $ 153,385 $ 194,018 $6,385,756
NOTE 4: INTERFUND RECEIVABLESAND PAYABLES
Interfund balances at December 31, 2000 consist of the following:
Interfund Interfund
Fund Receivable _ Payables
General Fund $ 126483 $ 0
Specia Revenue Funds: Exterior Maintenance Program 0 70,819
Special Revenue Funds: Master Plan 0 18,028
Special Revenue Funds: CDBG - Print Program 0 37,636
$ 126,483 $ 126,483
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CITY OF WARRENSVILLE HEIGHTS
CUYAHOGA COUNTY
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2000
(CONTINUED)

NOTES5: DUE FROM OTHER GOVERNMENTS

A summary of the principal items of Due from Other Governments follows:

Fund
General Fund
Local Government Support
Estate Taxes
Hotel/Motel Tax
Liquor Permit

Total General Fund

Special Revenue Fund
Street Maintenance
Local Government Support
Gasoline Tax
Motor Vehicle License Tax
Permissive Tax

State Highway
Local Government Support
Gasoline Tax
Motor Vehicle License Tax
Permissive Tax

Meals on Wheels

Community Development Grant
Total Special Revenue Funds
Total All Funds
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Amounts

$ 200,779
16,106

719

3,678

- 221282

26,444
6,569
5,153
3,996

42,162

5,144
533
418
324

6,419

31,000

5,000

84,581
$ 305,863



CITY OF WARRENSVILLE HEIGHTS
CUYAHOGA COUNTY
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2000
(CONTINUED)

NOTE 6: DEFINED BENEFIT PENSION PLANS

All of the City’'s full-time employees participate in one of two separate retirement
systems which are cost-sharing, multiple-employer defined benefit pension plans.

A. Public Employees Retirement System

The following information was provided by PERS of Ohio to assist the City in
complying with GASB Statement No. 27, Accounting for Pensions by Sate and
Local Government Employees.

The City of Warrensville Heights contributes to the Public Employees Retirement
System of Ohio (PERS), a cost-sharing, multiple-employer defined benefit pension
plan. PERS provides retirement and disability benefits, annual cost of living
adjustments, and death benefits to plan members and beneficiaries. Authority to
establish and amend benefitsis provided by State statute per Chapter 145 of the Ohio
Revised Code. PERS issues a stand alone financial report that includes financial
statements and required supplementary information for PERS. That report may be
obtained by writing to the Public Employees Retirement System, 277 East Town
Street, Columbus, Ohio  43215-4642 or by calling (614) 466-2085 or 1-800-222-
PERS (7377).

The Ohio Revised Code provides statutory authority for employee and employer
contributions. The employee contribution rate is 8.5%. The Retirement Board
instituted a temporary employer contribution rate rollback for calendar year 2000.
The rate rollback was 20% for state and local government divisions The 2000
employer contribution rate for local government employer units was 10.84 percent
of covered payroll, 6.54 percent to fund the pension and 4.3 percent to fund health
care. The 1999 and 1998 employer contribution rates were 13.55 percent. The
contribution requirements of plan members and the City are established and may be
amended by the Public Employees Retirement Board. The City’ scontributionstothe
PERS of Ohio for the years ending December 31, 2000, 1999 and 1998 were
$331,398, $388,989, and $351,976, respectively, which were equal to the required
contributions for each year.
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DECEMBER 31, 2000
(CONTINUED)

NOTE 6: DEFINED BENEFIT PENSION PL ANS (Continued)

A. Public Employees Retirement System (Continued)

The PERS of Ohio provides postemployment health care benefitsto age and service
retirants with ten or more years of qualifying Ohio service credit and to primary
survivor recipients of such retirants. Health care coverage for disability recipients
Is adso avallable. The health care coverage provided by the PERS of Ohio is
considered an Other Postemployment Benefit (OPEB) as described in GASB
Statement No. 12. A portion of each employer’s contribution to the PERS of Ohio
Is set aside for the funding of post retirement health care. The Ohio Revised Code
provides statutory authority requiring public employers to fund postemployment
health care through their contributionsto the PERS of Ohio. The portion of the 2000
employer contribution rate (identified above) that was used to fund health carefor the
year 2000 was 4.3 percent of covered payroll, which amounted to $14,250.

The significant actuarial assumptions and calculations relating to postemployment
health care benefits were based on the PERS of Ohio’s latest actuaria review
performed as of December 31, 1999. An entry age normal actuarial cost method of
valuation isused in determining the present value of OPEB. Thedifference between
assumed and actual experience (actuarial gainsand losses) becomespart of unfunded
actuarial accrued liability. All investmentsare carried at market value. For actuarial
valuation purposes, asmoothed market approach isused. Under thisapproach assets
are adjusted annually to reflect 25 percent of unrealized market appreciation or
depreciation on investments assets. The investment assumption rate for 1999 was
7.75 percent. An annual increase of 4.75 percent compounded annually isthe base
portion of the individual pay increase assumption. This assumes no change in the
number of activeemployees. Additionally, annual pay increases, over and abovethe
4.75 percent base increase, were assumed to range from 0.54 percent to 5.1 percent.
Health care costs were assumed to increase 4.75 percent annually.

Benefits are advanced-funded using the entry age normal cost method. The number
of active contributing participants was 401,339. The actuarial value of the PERS of
Ohio net assets available for OPEB at December 31, 1999 was $10,805.5 million.
The actuarialy accrued liability and the unfunded actuarial accrued liability, based
on the actuarial cost method used, were $12,473.6 million and $1,668.1 million,
respectively.

For 2000, PERS elected to return to an actuarially pre-funded type of disclosure

because it is a better presentation of PERS's actua methodology. Since 1997,
disclosures had been based on a pay-as-you-go funding basis.
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NOTE6: DEFINED BENEFIT PENSION PL ANS (Continued)

B. Ohio Police and Fire Pension Fund (the“ OP& F” Fund)

All City full-time police officers and full-time firefighters participate in the OP& F
Fund, a cost-sharing, multiple-employer defined benefit pension plan. The OP&F
Fund provides retirement and disability benefits, annual cost of living adjustment,
and death benefitsto plan membersand beneficiaries. Contribution requirementsand
benefit provisions are established by the Ohio State Legislature and are codified in
Chapter 742 of the Ohio Revised Code. The Ohio Police and Fire Pension Fund
Issues a stand-alone financial report that includes financial statements and required
supplementary information for the OP& F Fund. Interested parties may obtain acopy
by making awritten request to 140 East Town Street, Columbus, Ohio 43215-5164
or by caling (614) 228-2975.

Plan members are required to contribute 10.0 percent of their annual covered salary,
whileemployersarerequired to contribute 19.5 percent and 24.0 percent respectively
for policeofficersandfirefighters. The City’ scontributionsto the OP& F fund for the
years ending December 31, 2000, 1999 and 1998 were $387,984, $396,791, and
$361,906 for police and $469,613, $484,971, and $442,328 for firefighters,
respectively, which were equal to the required contributions for each year.

The OP& F Fund provides postemployment health care coverage to any person who
received or is eligible to receive a monthly benefit check or is a spouse or eligible
dependent child of such person. An eligible dependent child isany child under the
age of 18 whether or not the child is attending school, or under the age of 22 if
attending school on afull-timeor two-thirdsbasis. The Ohio Revised Code provides
that health care costs paid from the funds of the OP& F Fund shall be included inthe
employer’s contribution rate. The Ohio Revised Code also provides statutory
authority alowing the Fund’ s Board of Trustees to provide postemployment health
care coverage to al eigible individuals from the employer’s contributions to the
OP&F Fund.

The portion of the 2000 covered payroll that was used to fund postempl oyment health
care benefitswas $29,099 representing 7.25 percent of covered payroll for police and
$34,047 representing 7.25 percent of covered payroll to fire. Health care funding
and accounting was on a pay-as-you-go basis. In addition, since July 1, 1992 most
retirees have been required to contribute a portion of the cost of their health
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NOTE6: DEFINED BENEFIT PENSION PL ANS (Continued)

B. Ohio Police and Fire Pension Fund (the“OP& F” Fund) (Continued)

care coverage through a deduction from their monthly benefit payment. As of
December 31, 1999, the date of the last actuarial evaluation available, the number of
participants eligible to receive health care benefits was 12,467 for police and 9,807
for firefighters. The OP& F Fund does not provide separate data on the funded status
and funding progress of postemployment health care benefits. The Fund’s total
health care expensesfor theyear ended December 31, 1999 were $95,004,633, which
was net of member contributions of $5,518,098.

NOTE7: LONG-TERM OBLIGATIONS

Long-term obligations of the City, recorded in the General Long-Term Obligation
Account Group, are asfollows:

Balance Baance
January 1, December 31,
Apdons Retired 2000
Genera Obligation Bonds
10-1-90 Various Purpose $ 101,655 $ 0% 5570 $ 96,085
10-1-90 Various Purpose 240,000 0 115,000 125,000
6-1-92 Various Purpose 1,665,000 0 90,000 1,575,000
6-1-92 Various Purpose 380,000 0 120,000 260,000
9-1-99 Street Improvement 2,330,000 0 117,600 2,212,400
9-1-99 Various Purpose
City Hall Improvement 1,160,000 0 58,800 1,101,200
9-1-99 Street Improvement 665,000 0 33,600 631,400
Total Genera Obligation Bonds 6,541,655 0 540,570 6,001,085

Special Assessment Bond

10-1-90 Various Purpose 628,345 0 34,430 593,915
10-1-88 Street Improvement 125,000 0 10,000 115,000
9-1-86 Street Improvement 270,000 0 40,000 230,000
6-1-92 Various Purpose 495,000 0 25,000 470,000
Total Special Assessment Bonds 1,518,345 0 109,430 1,408,915
Other Obligations
Accrued Compensated Absences 1,286,892 0 159,139 1,127,753
Capital Leases 810,076 0 259,300 550,776
Due to Other Governments 318,568 277,630 318,568 277,630
Total Other Obligations 2,415,536 277,630 737,007 1,956,159
Total General Obligation Bonds

and Other Obligations $ 10475536 $ 277,630 $ 1,387,007 $ 9,366,159
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NOTE 7:

NOTE 8:

CITY OF WARRENSVILLE HEIGHTS
CUYAHOGA COUNTY
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2000
(CONTINUED)

LONG-TERM OBLIGATIONS (Continued)

Outstanding general obligation bonds consist of street improvements which are payable
from proceeds received from the collection of City income tax. Outstanding special
assessment bonds consist of street and sewer improvements which are payable from the
proceedsof tax assessmentslevied against individual property owners. Capital |easeswill
be paid from fund revenuesin the general fund. Accrued compensated absencesand due
to other governmentswill be paid by the fund from which the employee’ ssalary ispaid.
Due to other governments consists of the pension obligations which will be paid from
the fund from which the employees’ salaries are paid.

Principal and Interest Requirements
A summary of the City’s future long-term debt requirements, including principa and
interest payments as of December 31, 2000 follows:

Specia
General Obligation Bonds _ Assessment Bonds Totals
Years Principal | nterest Principal Interest Principal Interest
2001 $ 556,266 $ 331,360 $ 118,734 $ 99,303 $ 675,000 $ 430,663
2002 456,266 301,471 118,734 91,095 575,000 392,566
2003 336,963 278,167 128,037 82,807 465,000 360,974
2004 352,659 261,568 137,341 73,777 490,000 335,345
2005 374,659 282,868 148,641 63,977 523,300 346,845

2006-2010 1,640,599 728,016 461,101 165,150 2,101,700 893,166
2011-2015 2,283,673 371,069 296,327 36,737 2,580,000 407,806

Totals $6,001,085 $2,554,519 $1,408,915 $612,846 $7,410,000 $3,167,365

LEASE COMMITMENT

Capital L eases

The City is obligated under eleven leases which are accounted for as a capital lease, as
defined by Statement of Financial Accounting Standards No. 13, Accounting for Leases.
The leased assets and related obligations are accounted for in the General Fixed Assets
Account Group and the General Long-Term Debt Account Group. Thefollowingisa
schedule by years of the future minimum lease paymentsfor capital |easestogether with
the present value of the net minimum lease payments as of December 31, 2000:
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NOTE 8:

NOTE 9:

CITY OF WARRENSVILLE HEIGHTS
CUYAHOGA COUNTY
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2000
(CONTINUED)

LEASE COMMITMENT (Continued)

Capital L eases

2001 264,467
2002 104,418
2003 80,427
2004 66,447
2005 60,374
2006-2008 50,781
Total Minimum Lease Payments 626,914
Less Amount Representing Interest (76,138)
Present Vaue of Net Minimum Lease Payments $ 550,776

City employees generally earn vacation ranging from two to five weeks based on length
of service and sick leave of 5 days after six months and 1 1/4 days per month for
continuousservice. Vacation and sick leave accumulate on amonthly basisand arefully
vested when earned. Normally, all vacation time is to be taken in the year available
unless written approval for carryover of vacation is obtained. 760 hours of unused sick
leave plus 336 hours of unused vacation leave is paid at retirement or death for
administrative personnel. 320 hours of unused sick |eave and the accumul ated vacation
leaveispaid at retirement or death for the Police Department. The Fire Department can
receive 360 hours of the first 960 hours or a percentage thereof for accumulated unused
sick leave and accumulated vacation leave at the time of retirement or death.

In addition, employees of the City’s Police and Fire departments can accumulate
compensatory timefor aportion of overtimehoursworked generally based upontimeand
a half of hourly rates. Employees are entitled to receive payments in cash for their
accumulated hours, up to 480 hours, upon retirement or termination from the City’s
payroll. Employees can also earn sick leave bonuswhich is granted to those employees
who do not use any sick time during the preceding calendar year.
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NOTE 9:

NOTE 10:

NOTE 11:

CITY OF WARRENSVILLE HEIGHTS
CUYAHOGA COUNTY
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2000
(CONTINUED)

ACCRUED COMPENSATED ABSENCES (Continued)

A summary of employee benefit obligations (calculated in accordance with GASB
Statement No. 16) at December 31, 2000 is as follows:

Government

Fund Types
Vacation $ 512,627

Sick Pay 615,126
$1,127,753

Government fund type liabilities are recorded in the General Long-Term Obligation
Account Group. The liability above excludes the amount of $55,790 which was paid
within the available period, which is reflected as afund liability in the general fund.

INCOME TAXES

The City levies an income tax of 1.75 percent on gross salaries, wages, and other
personal service compensation earned by residents of the City and on the earnings of
nonresidents working within the City. This tax aso applies to the net income of
businesses operating within the City.

Employers within the City are required to withhold income tax on employee
compensation and remit thistax to anintermediary collection agency (Central Collection
Agency) at least quarterly. Corporations and self-employed individual taxpayers are
required to pay their estimated tax quarterly and file a declaration annually with the
collection agency. The collection agency remits tax collected for the City each month,
net of afeefor their service. Income taxes are recorded in the general fund.

PROPERTY TAXES

Property taxes include amounts levied against al real, public utility, and tangible
personal property located inthe City. The assessed value upon which the 2000 levy was
based was approximately $246 million (per the Cuyahoga County Auditor). Ohio law
prohibitstaxation of property from all taxing authoritiesin excessof 10 millsof assessed
value without a vote of the people. A reevaluation of al property is required to be
completed nolessthan every six years, with astatistical update every third year. Thelast
reeval uation was completed in 1994.
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CITY OF WARRENSVILLE HEIGHTS
CUYAHOGA COUNTY
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2000
(CONTINUED)

NOTE 11: PROPERTY TAXES (Continued)

Real property taxes, excluding public utility property, are all assessed at 35 percent of
appraised market value. Pertinent real property tax dates are:

Collection Dates January 20 and June 20 of the current year
Lien Date January 1 of the year preceding the collection year
Levy Date October 1 of the year preceding the collection year

Tangible personal property taxes are based on assessed val ue determined at the close of
the most recent fiscal year of the taxpayer that ended on or before March 31 of the
current calendar year. For the collection year 2000, the percentage used to determine
taxable value of personal property and inventory was 25 percent. Pertinent tangible
personal property tax dates are:

Collection Dates April 30 and September 30 of the current year
Lien Date January 1 of the current year
Levy Date October 1 of the year preceding the collection year

Public utility tangible personal property currently is assessed at 100 percent of its true
value except for rural electric companies (50 percent) and railroads (25 percent).
Pertinent public utility tangible personal property tax dates are:

Collection Dates January 20 and June 20 of the current year
Lien Date January 1 of the year preceding the collection year
Levy Date October 1 of the year preceding the collection year

The County Treasurer collects personal property taxes on behalf of all taxing districts
within the County. The County Auditor periodically remitsto the City its portion of the
taxes collected.

The full property tax rate for al City operations for the year ended December 31, 2000
was $13.01 per $1,000 of assessed value. The assessed value upon which the 2000 tax
receipts were based was $210,651,232. This amount constitutes $158,927,820 in real
property assessed value, $13,396,510 in public utility assessed value and $38,326,902
in tangible personal property assessed value.
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NOTE 11:

NOTE 12:

NOTE 13:

CITY OF WARRENSVILLE HEIGHTS
CUYAHOGA COUNTY
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2000
(CONTINUED)

PROPERTY TAXES (Continued)

Taxes receivable represent current and delinquent real property, tangible personal
property, and public utility property taxes which are measurable at December 31, 2000.
These taxes are intended to finance the next fiscal year’s operations and are therefore
offset by acredit to deferred revenue. Taxesreceivable at December 31, 2000 amounted
to $906,236 in the general fund, $643,707 in the special revenuefunds, and $511,336in
the debt service funds.

CONTINGENCIESAND COMMITMENTS

The City is party to various legal proceedings. City management is of the opinion that
ultimate settlement of such claims not covered by insurance will not result in amaterial
adverse effect on the City’ s financial position.

Under the terms of federal and state grants, periodic auditsare required and certain costs
may be questioned as not being alowable expenditures under federal and state
regulations. Such audits could lead to reimbursement to the grantor agencies. City
management believes disallowances, if any, will be immaterial.

RISK MANAGEMENT

The City is exposed to various risks of loss related to torts, thefts of, damage to, and
destruction of assets; errors and omissions; injuries to employees; and natural disasters.
During 2000, the City contracted with several companiesfor various types of insurance
asfollows:

Company Type of Coverage Deductible

National Casualty Co. Public Officials Liability $ 10,000

($1,000,000 limit)
Nationa Casualty Co. Law Enforcement Liability

($1,000,000 limit) 10,000
Love Insurance Company Buildings and Contents 1,000
Love Insurance Company Commercial Property 250
Love Insurance Company Inland Marine 500
Love Insurance Company Boiler and Machiner 0
Love Insurance Company Automobile Comprehensive 100
Love Insurance Company Automobile Collision 250
Love Insurance Company General Liability 0

($3,000,000 Aggregate/$1,000,000 per occurrence)
American Alternative Insurance Fire Professional Liability 250
Dawson Insurance Bond - Finance Officials 0
Love Insurance Agency Bond - Public Employees 0



NOTE 13:

NOTE 14:

CITY OF WARRENSVILLE HEIGHTS
CUYAHOGA COUNTY
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2000
(CONTINUED)

RISK MANAGEMENT (Continued)

The City continues to carry commercial insurance for other risks of loss, including
employee health and lifeinsurance. There has been no significant reduction ininsurance
coverage as compared to the prior year. In addition, settled claims resulting from these
risks have not exceeded commercia insurance coveragesin any of the past three fiscal
years.

The City pays the State Worker’ s Compensation system a premium based on arate per

$100 of salaries. Thisrate is calculated based on accident history and administrative
costs.

SUBSEQUENT EVENT

In May of 2001, the City passed an income tax rate increase, raising the City income tax
from 1.75 percent to 2 percent. Thistax rate increase has an effective date of January 1,
2002 andisexpected to generate additional revenueof approximately $975,600 annually.
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Lausche Bldg
615 W Superior Ave

STATE OF OHIO Floor 12

OFFICE OF THE AUDITOR Cleveland OH 44113 - 1801
Telephone 216-787-3665

JiM PETRO, AUDITOR OF STATE 800-626-2297

Facsimile 216-787-3361
www.auditor.state.oh.us

REPORT ON COMPLIANCE AND ON INTERNAL CONTROL REQUIRED BY
GOVERNMENT AUDITING STANDARDS

City of Warrensville Heights
Cuyahoga County

4301 Warrensville Center Road
Warrensville Heights, Ohio 44128

To the Members of City Council:

We have audited the financial statements of the City of Warrensville Heights, Cuyahoga County, Ohio, (the
City) as of and for the year ended December 31, 2000, and have issued our report thereon dated June 18,
2001. We conducted our audit in accordance with generally accepted auditing standards and the standards
applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller
General of the United States.

Compliance

As part of obtaining reasonable assurance about whether the City’s financial statements are free of material
misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts
and grants, noncompliance with which could have a direct and material effect on the determination of
financial statement amounts. However, providing an opinion on compliance with those provisions was not
an objective of our audit and, accordingly, we do not express such an opinion. The results of our tests
disclosed instances of noncompliance that are required to be reported under Government Auditing
Standards which are described in the accompanying schedule of findings as items 2000-20818-001 and
2000-20818-002. We also noted certain immaterial instances of noncompliance that we have reported to
management in a separate letter dated June 18, 2001.

Internal Control Over Financial Reporting

In planning and performing our audit we considered the City’s internal control over financial reporting in
order to determine our auditing procedures for the purpose of expressing our opinion on the financial
statements and not to provide assurance on the internal control over financial reporting. However, we noted
certain matters involving the internal control over financial reporting and its operations that we consider to
be reportable conditions. Reportable conditions involve matters coming to our attention relating to significant
deficiencies in the design or operation of the internal control over financial reporting that, in our judgement,
could adversely affect the City’s ability to record, process, summarize, and report financial data consistent
with the assertions of management in the financial statements. A reportable condition is described in the
accompanying schedule of findings as item 2000-20818-003.
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City of Warrensville Heights

Cuyahoga County

Report on Compliance and on Internal Control Required by
Government Auditing Standards

Page 2

Internal Control Over Financial Reporting
(Continued)

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. Our consideration of the
internal control over financial reporting would not necessarily disclose all matters in the internal control that
might be reportable conditions and, accordingly, would not necessarily disclose all reportable conditions that
are also considered to be material weaknesses. However, we believe the reportable condition described
above is not a material weakness. We also noted other matters involving the internal control over financial
reporting that do not require inclusion in this report, that we have reported to management in a separate
letter dated June 18, 2001.

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

Jim Petro
Auditor of State

June 18, 2001
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CITY OF WARRENSVILLE HEIGHTS
CUYAHOGA COUNTY
SCHEDULE OF FINDINGS

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

NONCOMPLIANCE CITATIONS

Finding Number 2000-20818-001

Ohio Revised Code § 5705.41(D) states no subdivision shall make any contract or order any expenditure
of money unless the certificate of the fiscal officer is attached. The fiscal officer must certify that the amount
required to meet such a commitment has been lawfully appropriated and is in the treasury or in the process
of collection to the credit of an appropriate fund free from any previous encumbrance.

This section also provides two exceptions to the above requirements:

« Ifnocertificate is furnished as required, upon receipt of the fiscal officer’s certificate that a sufficient
sum was appropriated and free of any previous encumbrances, City Council may authorize the
issuance of awarrantin payment of the amount due upon such contract or order by resolution within
30 days from the receipt of such certificate (a then and now certificate), if such expenditure is
otherwise valid.

« Ifthe amountinvolved is less than one thousand dollars, the fiscal officer may authorize it to be paid
without the affirmation of City Council.

A test of expenditures disclosed that 37% of the purchase orders were dated after the invoice date and the
instances noted did not fall within any exceptions to this Section. As a result, the City did not record a
reservation of the applicable appropriation (encumber) at the time a commitment for the expenditure of funds
was made and encumbrances were understated at year end. Failure to encumber commitments could result
in deficit fund balances.

Finding Number 2000-20818-002

Ohio Revised Code § 1901.31 lists the duties of the clerk of court. Ohio Revised Code § 1901.311
authorizes a municipal court to establish branch office(s) and appoint a special deputy clerk. Each deputy
clerk is to perform the duties of the clerk as described in Ohio Revised Code § 1901.31.

The clerk of the Waiver Bureau failed to:

e maintain a complete docket, listing the disposition of all cases;
e maintain a general index; and
* pursue past due accounts.

We recommend the Clerk of the Waiver Bureau maintain all records in compliance with the above Sections
of the Ohio Revised Code. The City should consider automating the system and require the Clerk to obtain
training in court procedures. Furthermore, procedures for collecting outstanding parking tickets should be
established and enforced because monies due the City is not being collected and there is a two-year statute
of limitations. The City should consider contacting the Ohio Bureau of Motor Vehicles and restrict the
issuance of annual registrations to drivers that have outstanding parking tickets.
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CITY OF WARRENSVILLE HEIGHTS

CUYAHOGA COUNTY
SCHEDULE OF FINDINGS
(Continued)
REPORTABLE CONDITION
Finding Number 2000-20818-003

Waiver Bureau

During our review of activity related to the Waiver Bureau, we noted the following with regard to accounting
procedures:

The docket record of citations issued reflected only those citations which were satisfied by payment
at the Waiver Bureau. The Clerk did not post the dispositions of all other citations to the docket
which were heard at the Bedford Municipal Court. A review of the Record of Arrest ledgers for 2000
disclosed that nearly half of the docket numbers remained blank indicating the Waiver Bureau and
Police Department have not determined the case or violation status. The Bedford Municipal Court
does provide the Waiver Bureau with a monthly distribution report indicating the allocated
distribution due to the City for resolved cases involving the City, however, it is not reviewed and
posted to the Record of Arrest ledgers. This causes the records of the Waiver Bureau to be
incomplete concerning the disposition of all citations issued;

The Clerk of the Waiver Bureau failed to maintain an index of all cases on the docket. This resulted
in an inability to trace individual cases from one record to another easily; and

The City does not have a system in place to collect outstanding parking tickets. This results in a
loss of revenue for the City.

The Clerk of the Waiver Bureau is required by law to maintain a complete set of records for the Waiver
Bureau including a complete docket, index, and cash book. The clerk also is required to issue receipts for
all monies collected and pursue collection of all monies due the Waiver Bureau.

We recommend the following:

The Clerk of Bedford Municipal Court establish a written policy to insure that the Clerk of the Waiver
Bureau maintains a complete set of records (docket, index, cash book) and reconciles all such
records on a timely basis. The Clerk should also reconcile the police department bond logs to the
Waiver Bureau cash book on a monthly basis;

The monthly distribution report of cases pertaining to the City provided by the Bedford Municipal
Court should be reviewed and posted to the Record of Arrest ledgers; and

The Waiver Bureau should establish procedures for the collection of past due parking tickets. The
City should continue its efforts to computerize the Waiver Bureau records. Additional court training
and software training should be provided for personnel at the Waiver Bureau.
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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

CITY OF WARRENSVILLE HEIGHTS

CUYAHOGA COUNTY

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

desan Toubbitt

CLERK OF THE BUREAU

CERTIFIED
JULY 12, 2001
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