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PARMS & COMPANY LLC @& 585 South Front Street & Office (614) 224-3078

Suite 220 Fax (614) 224-4616
CERTIFIED PUBLIC ACCOUNTANTS Columbus, Ohio 43215

REPORT OF INDEPENDENT AUDITORS

To the Board of Trustees
Campus Partners for Community Urban Redevelopment, Inc.

We have audited the statement of net assats of Campus Partners for Community Urban Redevel opment
(Campus Partners, a component unit of The Ohio State University) as of June 30, 2002, and the related
satement of revenues, expenses, and changesin net assets and cash flows for the year then ended. These
financid statements are the responsibility of the management of Campus Partners. Our respongbility isto
express an opinion on these financid statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America, and the standards applicable to the financid audits contained in Government Auditing
Sandards, issued by the Compitroller Genera 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 indudes examining, on atest basis, evidence supporting the amounts and
disclosuresin thefinancid statements. An audit dso includes assessing the accounting principles used and
sgnificant estimates made by management, aswdl|l asevauating theoveral financia statement presentation.
We bdlieve that our audit provides a reasonable basis for our opinion.

In our opinion, thefinancid statementsreferred to above present fairly, in al materia respects, thefinancia
position of Campus Partners as of June 30, 2002, and the results of its operations and changes in its net
assats and cash flows for the year then ended in conformity with accounting principles generdly accepted
in the United States of America

As described in Note 1 to the financid statements, Campus Partners adopted the provisons of
Governmenta Accounting Standards Board Statement Nos. 34, Basic Financial Statements - and
Management’s Discussion and Analysis - for State and Local Governments, 35, Basic Financial
Statements- and Management’ s Discussion and Analysis- for Public Collegesand Universities, 37,
Basic Financial Satements - and Management’s Discussion and Analysis - for State and Local
Governments: Omnibus, and 38, Certain Financial Statement Note Disclosures as of July 1, 2001.

The Management’s Discussion and Anaysis presented on pages 3 through 5 is not a required basic
financid gtatement but is supplementary information required by the Governmental Accounting Standards
Board. Thisinformation is the responsbility of management. We have applied certain limited procedures,
whichcons sted principally of inquiriesof management regarding methods of measurement and presentation
of the required supplementary information. However, we did not audit the information and express no
opinion oniit.



In accordance with Governmental Auditing Standards, we have also issued our report dated October
9, 2002, on our consideration of Campus Partners interna control over financid reporting and our tests
of its compliance with certain provisions of laws, regulations, contracts, and grants. That report is an
integra part of an audit performed in accordance with Governmental Auditing Standards and should be
read in conjunction with this report in congdering the results of our audit.

Parms & Company, LLC

October 9, 2002



CAMPUSPARTNERSFOR COMMUNITY
URBAN REDEVELOPMENT
Management’ s Discussion and Analysis
For the Year Ended June 30, 2002

The following Management Discussion and Analysis(MD&A) of Campus Partnersfor
Community Urban Redevel opment’ s(CampusPartners) financial performanceprovides
anintroductiontothefinancial statementsfor thefiscal year ended June 30, 2002. The
information contained in this MD& A should be considered in conjunction with the
information contained in Campus Partners' financial statements.

Overview of the Financial Statements

Campus Partners’ audited financial statements are prepared on the accrual basisin
accordance with generally accepted accounting principles promulgated by the
Governmental Accounting StandardsBoard (GASB). Campus Partnersisstructured as
a not-for-profit community development corporation with revenues recognized when
earned, not when received. Expenses are recognized when incurred, not when they are
paid. Capital assets are capitalized and (except land) are depreciated over their useful
lives. See the notes to the financial statements for a summary of Campus Partners’
significant accounting policies.

Since thisis a transition year for the new format, only one year of information is
presented in the audited financial statements. In future years, a comparative analysis
of Campus Partners’ financial datawill be presented.

Following thisMD&A are the basic financial statements of Campus Partnerstogether
with the notes, which are essential to afull understanding of the data contained in the
financial statements. Campus Partners basic financial statements are designed to
provide readers with a broad overview of Campus Partners’ finances.

The Statement of Net Assets presentsinformation on all Campus Partners’ assets and
liabilities, with the difference between the two reported as net assets. Over time,
increasesor decreasesin net assetsmay serveasauseful indicator of CampusPartners’
financial position.

The Statement of Revenues, Expenses, and Changes in Net Assets presents
information showing how Campus Partners’ net assets changed during the most recent
fiscal year. All changesin net assetsare reported as soon asthe underlying event giving
rise to the change occurs, regardless of the timing of related cash flows. Thus,
revenues and expenses are reported in this statement for some itemsthat will result in
cash flowsin future periods.



The Statement of Cash Flows relates to the flows of cash and cash equivaents. Consequently,
only transactions that affect Campus Partners cash accounts are recorded in this statement. A
reconciliation of cash flows is provided at the bottom of the Statement of Cash Flowsto assstin
the understanding of the difference between cash flows from operating activities and operating
income.

Financial Pogtion

The following represents Campus Partners' financid position for the fiscal year ended June 30,
2002:

Assts,
Current Assets $ 900,346
Net Property & Equipment 24,448,728
Total Assets 25,349,074
Lidbilities
Current Liabilities 572,611
Totd Liabilities 572,611
Net Assets,
Invested in Capital Assats, net Debt 24,448,728
Net Assets Unrestricted 327.735
Total Net Assets $24.776.463

Campus Partners assets exceeded liabilities by $24.8 million. The largest portion of Campus
Partners net assats ($24.5 million or 99% a June 30, 2002) represents its investment in capital
assets net of debt. Campus Partners has acquired these red estate capital assets in order to
further its primary mission of helping to revitaize the neighborhoods surrounding The Ohio State
Universty.

The following represents Campus Partners summary of changesin net assats

Operating Revenues $ 1,903,692
Operating Expenses 1,337,929
Net Operating Income 565,763
Non-Operating Revenues 5,439,420
Net Income Before other Transfers 6,005,183
Return of OSU Endowment Funds ( 863.961)
Increase in Net Assets 5,141,222
Net Assets, Beginning of the Year 19,635,241
Net Assets, End of the Year $24,776,463



Themajority of CampusPartners’ operating revenues($1.2 million or 61%) camefrom
rental and lease/license income from real estate holdings. Nearly all of the non-
operating revenues came from funds contributed by The Ohio State University. The
returnof cash to the OSU Endowment Fund wasfor the repayment of ashort-termloan
used to acquire the Long’s College Book Company in August, 2000, and a return on
equity made for the purchase of that investment.

The Campus Partners’ major operating expenses for the year ended June 30, 2002,
included payroll and benefits (33.2%), professional service fees (19.1%), real estate
taxes(11.2%), and depreciation (9.4%). All other operating expense categoriestotaled
less than $100,000 during the year.

Economic Factors That Will Effect Future Economic Position and Results of
Operations

During thefiscal year ended June 30, 2002, Campus Partners compl eted acquisition of
the remaining properties needed to assemble the University Gateway Center re-
development site. Demolition of the existing buildingson the site was completed early
infiscal year 2003. Also, early in fiscal year 2003, Campus Partners and its private
development partner mutually agreed that the Gateway project should be developed by
Campus Partners with the assistance of a development services manager. Campus
Partners purchased the previous devel oper’s work product for the University Gateway
Center and has begun developing the project with the assistance of a development
services manager.



CAMPUS PARTNERSFOR COMMUNITY
URBAN REDEVELOPMENT
STATEMENT OF NET ASSETS

As of June 30, 2002

ASSETS
Current Assets
Cash $ 735,679
Accounts receivable 23,899
Grants receivable 92,387
Prepaid insurance 19,055
Deposits 29,326
Tota Current Assets 900,346
Capital assets, net of accumulated depreciation 24,448,728
Total Assets 25,349,074
LIABILITIES

Current Liabilities

Accounts payable 257,583
Accrued expenses 133,149
Deferred revenues 81,313
Rent deposits 20,566
Loans payable 80,000
Total Liabilities 572,611
NET ASSETS
Invested in capital assets 24,448,728
Unrestricted 327,735
Total Net Assets $ 24,776,463

See accompanying notes to the financial statements.
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CAMPUSPARTNERSFOR COMMUNITY
URBAN REDEVELOPMENT

STATEMENT OF REVENUES, EXPENSES, AND CHANGESIN NET ASSETS

For the Year Ended June 30, 2002

REVENUES
Operating Revenues
Grant Income
Barnes & Noble Income
The Ohio State University Operating Revenues
Rental Income
Total Operating Revenues

EXPENSES

Operating Expenses
Salaries and wages
Payroll taxes and benefits
Professional services
Travel and conferences
Postage and delivery
Printing
Office supplies and expense
Occupancy
Utilities
Public relations
Consulting
Real estate taxes
Real estate expenses
Restructuring grant
Miscellaneous
Depreciation expense

Total Operating Expenses
Net Operating Income

NONOPERATING REVENUES (EXPENSES)
The Ohio State University Endowment Capital Funding

Interest income
Miscellaneous income
Total honoperating revenues

CHANGE IN NET ASSETS
Changein Net Assets before other transfers
Return of OSU Endowment Funds
Net Change in Net Assets

NET ASSETS
Net Assets - beginning of year
Net Assets - end of year

See accompanying notes to the financial statements.
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$ 92,387
833,949
650,000
327,356

1,903,692

343,205
101,286
256,156
10,455
2,682
5,139
6,056
3,810
65,845
5,883
10,049
149,831
91,035
65,667
95,451
125,379
1,337,929
565,763

5,426,874
11,176
1,370
5,439,420

6,005,183

(863,961)
5,141,222

19,635,241
$ 24,776,463



CAMPUS PARTNERS FOR COMMUNITY
URBAN REDEVELOPMENT
STATEMENT OF CASH FLOWS

For the Year Ended June 30, 2002

CASH FLOWS FROM OPERATING ACTIVITIES:

Cash received from tenants
Cash received from Barnes & Noble
Cash received from OSU
Cash paid to employees
Cash paid to suppliers
Cash provided by operating activities

CASH FLOWS FROM INVESTING ACTIVITIES:

Endowment Funds received from OSU
Purchases of property, plant, and equipment
Return of OSU Endowment Funds
Interest received on cash and investments
Return of escrow funds

Cash used in investing activities

CASH FLOWS FROM FINANCNG ACTIVITIES:
Cash received from short term loans

Net increase in cash
Beginning cash balance
Ending cash balance

Reconciliation of Operating Income to
Net cash provided by operating activities:

Net operating income
Adjustments to reconcile decrease in net
assets to net cash provided by operations:
Depreciation:
(Increase)/Decrease in Assets:
Accounts & Grants Receivable
Prepaid Insurance, and Accrued Income
Increase/(Decrease) in Liabilities:
Accounts Payable
Rent Deposits
Accrued Liabilities
Deferred Revenues

Net cash provided by operating activities:

See accompanying notes to the financial statements.
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$

334,243
965,686
650,000

(439,286)

(638,263)

872,380

5,403,255
(5,435,572)
(863,961)
12,546
376,821

(506,911)

80,000

445,469
290,210

735,679

565,763

125,379

(92,387)
38,280

245,122
6,886
(97,976)
81,313

872,380



CAMPUSPARTNERSFOR COMMUNITY
URBAN REDEVELOPMENT

NOTESTO THE FINANCIAL STATEMENTS
For the Year Ended June 30, 2002

Summary of Significant Accounting Policies:

Organization

Campus Partners for Community Urban Redevel opment (Campus Partners) is a component unit
of The Ohio State Univerdity (OSU). The financid activity of Campus Partnersisblended within
the financid statements of OSU. Campus Partners operates under funding primarily from OSU,
whereby Campus Partners directs the revitaization of the area immediately adjacent to OSU’s
Main Campus in Columbus, Ohio. Campus Partners was incorporated on January 12, 1995.

Basis of Presentation:

Thefinandd statements have been prepared in accordance with generaly accepted accounting
principles as prescribed by the Governmental Accounting Standards Board (GASB), including
Statement No. 34,Basic Financial Satements - and Management’ s Discussion and Analysis-
For Sate and Local Governments, Statement No. 35, Basic Financial Statements and
Management’ s Discussion and Analysis of Public College and Universities, Statement No.
37, Basc Financial Statements - and Management’ s Discussion and Analysis- for State and
Local Governments: Omnibus, and Statement No. 38, Certain Financial Statement Note
Disclosures issued in June and November, 1999. While these Statements are scheduled for a
phased implementation according to the size of the governmenta unit, Campus Partners, as a
component unit of The Ohio State Univergty, isrequired to adopt the Statement in the year that
the State adoptsit, and the State has e ected adoption for the year ended June 30, 2002. Campus
Partners now reportsasaspecia purpose government engaged solely in “business-typeactivities’
under GASB Statement No. 34.

Accrud Basis

The financid statements of Campus Partners have been prepared on the accrua basis in
accordance with generaly accepted accounting principles for dtate-asssted colleges and
universtieswhich isthe basisused by OSU. Under the accrua basis of accounting, resourcesare
classfied for accounting and reporting purposes into funds that reflect the specific activities,
objectives, or regtrictions of the resources.



CAMPUSPARTNERSFOR COMMUNITY
URBAN REDEVELOPMENT

NOTESTO THE FINANCIAL STATEMENTS
For the Year Ended June 30, 2002

Summary of Significant Accounting Policies (continued):

Physica Properties:

Capital assats with aunit cost of over $500 are recorded at cost at the date of acquisition, or, if
donated, a fair market vaue at the date of donation. Depreciation iscomputed using the straight-
line method over the estimated useful life of the asset and is not alocated to the functiona
expenditure categories.

Deferred Grant and Rental Revenues:

Grant and renta revenues received and related to the period after June 30, 2002 have been
deferred.

Compensated Absences:

Compensated absence costs are accrued when earned by employees.

Public Support and Revenues:

All revenues from rental sources are considered to be operating revenues. Included in non-
operating revenues are funds from OSU and interest income.

Campus Partnersreceivesfunding primarily through OSU. During the yearsended June 30, 2002,
Campus Partners derived 86%, of its total support from these sources. Revenue from these
sources is recognized when received.

Concentration of Risk:

Cash congists of demand deposits held at financid indtitutions. At June 30, 2002, $100,000 of
Campus Partners cash balance of $723,998 was covered by Federad Deposit Insurance
Corporation.

At June 30, 2002, Campus Partners had $623,998 of cashinafinancia inditution thet exceeded
the $100,000 of FDIC coverage. Consequently, these amounts were unsecured and uninsured.
However, to mitigate risk of any loss, Campus Partners maintains its cash in large financid
inditutions. Consequently, management believesit is not exposed to any significant concentration
of credit risk in relation to cash.

-10-



CAMPUSPARTNERSFOR COMMUNITY
URBAN REDEVELOPMENT

NOTESTO THE FINANCIAL STATEMENTS
For the Year Ended June 30, 2002

Summary of Significant Accounting Policies: (Continued)

Use of Management's Estimates:

Preparation of Campus Partners financid statements in conformity with accounting principles
generdly accepted in the United States of Americarequiretheuse of management'sestimates. The
nature of those estimates, however, issuch that variancesin actud results are generaly immaterid.

Income Taxes

Campus Partners is exempt from federa income taxes under Section 501(c)(3) of the Interna
Revenue Code.

Net Assets:

GASB Statement No. 34 reports equity as “Net Assats’ rather than “fund baance” Net assets
are classfied according to externa donor redtrictions or availability of assets for

satidfaction of Univergty obligations.

Cash

Statement No. 3 of the Governmental Accounting Standards Board requires entities to
categorize depositsto give an indication of the leve of risk assumed by Campus

Partners a year end. These categories of risk follow:

Category 1 - Depositsthat are either insured or collaterdized with securities held by Campus
Partners or by an agent in Campus Partners name.

Category 2 - Depodits collaterdized with securitiesheld by the pledging financid indiitutions strust
department or agent in Campus Partners name.

Category 3 - Depoditsthat are uncollaterdized (including any bank baancethat is

collateraized with securities held by the pledging financid inditution, or by itstrust department or
agent, but not in Campus Partners name).

-11-



CAMPUSPARTNERSFOR COMMUNITY

URBAN REDEVELOPMENT

NOTESTO THE FINANCIAL STATEMENTS
For the Year Ended June 30, 2002

Cash (Continued)

At June 30, 2002, the carrying amount of Campus Partners' cash deposits was $723,998 and
the bank balance was $946,829. The differences represent norma reconciling items associated
withtiming differences and cash on hand. At June 30, 2002, $100,000 of the bank baanceswas
insured by the FDIC (Category 1), the remaining bank balances were Category 3. Of the tota
cash balance, $11,681 isheld in custody by Buckeye Red Estate and is considered Category 3.

Capitad Assts:

Capital asst activity for the year ended June 30, 2002 were asfollows:

Beginning Ending

Balance Additions Disposds  Transfers Balance
Land $8982898 5294518 - 7315313 $21,592,729
Depreciable Assets
Buildings 10,222,613 133,025 - (7,315,313) 3,040,325
Equipment 54,725 8,029 - - 62,754
Total Depreciable Assets 10,277,338 141,044 - (7.315,313) 3.103,079
Total Capital Assets 19,260,236 5435572 - - 24,696,308
Less accumulated depreciation for:
Buildings 84,877 118,156 - - 202,033
Equipment 36,825 7,222 - - 44,047
Total Accum..Depreciation 121,702 125,378 - - 247,080
Net Capital Assets $19,138534 $ 24,448,728

The following estimated useful lives are used to compute depreciation:

Buildings 27.5-39 years

Equipment

5-7 years

-12-



CAMPUSPARTNERSFOR COMMUNITY
URBAN REDEVELOPMENT

NOTESTO THE FINANCIAL STATEMENTS
For the Year Ended June 30, 2002

Capital Assets - (Continued)

In order to prepare for new construction on the land purchased, Campus Partners demolished
dl buildings in the Gateway Didrict. The building costs for the buildings demolished were
therefore transferred to the land costs.

Operdting Lease

As lessor, Campus Partner leasesvarious property under operating leasesexpiringinvariousyears
and with various options for renewd, through August 2005. The minimum future renta payments
to be received on non-cancelable leases as of June 30, 2002 for each of the next 3 yearsand in
the aggregate are included below:

2003 $1,047,312
2004 907,492
2005 850,950
Totd minimum future rentds $2.806.204

One of Campus Partners' propertieswhich origindly had renewal options through October 2034,
was sold to OSU in September 2002. No gain or loss was incurred from this sdle.

Loans Payable

During the year, Campus Partners received four $20,000 non-interest bearing loansto finance the
development and implementation of community and economic development activities. The loans
had an origina payment date of June 30, 2002, and subsequently have been extended to August
10, 2002.

Retirement Plan

Pan Description

All staff of Campus Partners are employees of the Ohio State University and are therefore covered
by the Public Employees Retirement System of Ohio (PERS).  This retirement program is a
statewide cost-sharing multiple-employer defined benefit pension plan. PERS providesretirement
and disability benefits, annud cogt-of-living adjustments, and death benefits to plan members and
beneficiaries. Authority to establish and amend benefitsis provided by Sate Satute.

-13-



CAMPUSPARTNERSFOR COMMUNITY
URBAN REDEVELOPMENT

NOTESTO THE FINANCIAL STATEMENTS
For the Year Ended June 30, 2002

Retirement Plan - (Continued)

PERS issues separate publicly available financid reports that include financid statements and
required supplementary information. The PERS financia report may be obtained by writing to
Public Employees Retirement System of Ohio, 277 East Town Street, Columbus, Ohio 43215 or
by calling (614) 466-2085 or 1-800-222-7377.

Funding Policy

The Revised Code of Ohio (ORC) provides PERS statutory authority for employee and employer
contributions. Therequired contribution ratesfor PERS plan membersand employersfor caendar
year 2001 were 8.50% and 13.31% of covered payroll, respectively. Campus Partners
contributions, which represent 100% of the required contributions, for the year ended June 30,
2002 and each of the preceding two years, are asfollows:

2002 $ 45,063
2001 41,554
2000 42,129

Inaddition to the retirement benefits described above, PERS provides podt-retirement hedlth care
benefits.

Other Post-Retirement Benefits

PERS provides post-retirement health care coverage to age and service retirees with 10 or more
years of qudifying Ohio service credit. Healthcare coveragefor disability recipientsand primary
aurvivor recipients is avalable. The hedth care coverage provided by the retirement system is
considered an Other Post-Employment Benefits (OPEB) as described in GASB Statement No.
12. A portion of each employer’ s contribution to PERS is set asde for funding of post retirement
hedlth care. The ORC provides statutory authority for employer contributions. The 2001
employer contribution rate for state employers for year 2001 was13.31% of covered payroll;
4.30% was the portion that was used to fund health care for the year. The Ohio Revised Code
provides statutory authority requiring public employersto fund posiretirement hedth care through
their contributionsto PERS. In caendar year 2000, the Retirement Board redllocated employer
contributions from 4.20% to 4.30% at the beginning of the year to improve hedth care financing.

-14-



CAMPUSPARTNERSFOR COMMUNITY
URBAN REDEVELOPMENT

NOTESTO THE FINANCIAL STATEMENTS
For the Year Ended June 30, 2002

Retirement Plan - (Continued)

OPEB are advanced-funded on an actuaridly determined bagis. The portion of the employer
contributions that was made to fund postemployment benefits can be determined by multiplying
actuad employer contributions times .3231.

As of December 31, 2000, $11,735.9 million wasthe actuarid value of the Retirement System'’s
net assets available for OPEB. The actuaridly ligbility and the unfunded actuarid ligbility, based
ontheactuaria cost method used, were $14,364.6 million and $2,628.6 million, respectively. The
number of active participants was 411,076

Redatement of Beginning Net AssHs:

In conjunction with the implementation of GASB Statements No. 34 and No. 35, the following
adjustments have been made to reflect the cumulative effect of this accounting change:

Recording of accumulated depreciation on capital assets $ (121,702)
Fund balances reported at June 30, 2001 19,756,943
Redtated net asset balance at July 1, 2001 $9.635.241
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PARMS & COM PANY LLC @& 585 South Front Street & Office (614) 224-3078

Suite 220 Fax (614) 224-4616
CERTIFIED PUBLIC ACCOUNTANTS Columbus, Ohio 43215

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

To the Officers and Trustees of
Campus Partners For Community Urban Redevel opment

We have audited the financid statements of Campus Partners For Community Urban Devel opment
(Campus Partners) as of and for the year ended June 30, 2002, and have issued our report thereon dated
October 9, 2002, which included an explanatory paragraph regarding the adoption of a new accounting
standard. We conducted our audit in accordance with auditing standards generdly accepted in the United
States of America and the standards applicable to financia audits contained in Government Auditing
Sandards, issued by the Comptroller Generd of the United States.

Compliance

As part of obtaining reasonable assurance about whether Campus Partners financid statements are free
of materia misstatement, we performed tests of its compliance with certain provisons of laws, regulations,
contractsand grants, noncompliancewith which could have adirect and materid effect onthedetermination
of financid statement amounts. However, providing an opinion on compliance with those provisons was
not an objective of our audit and, accordingly, we do not express such an opinion. Theresultsof our tests
disclosed no instances of noncompliance that are required to be reported under Gover nment Auditing
Sandards.

Internal Control Over Financid Reporting

In planning and performing our audit, we consdered Campus Partners internd control over financid
reporting in order to determine our auditing procedures for the purpose of expressng our opinion on the
financid statements and not to provide assurance on the internd control over financia reporting. Our
congderationof theinterna control over financia reporting would not necessarily disclosedl mattersinthe
internal control over financia reporting that might be material wesknesses. A materia weskness is a
condition in which the design or operation of one or more of the interna control components does not
reduce to ardativey low levd therisk that misstatements in amounts that would be materid in rdation to
the financid statements being audited may occur and not be detected within atimely period by employees
in the norma course of performing the assgned functions.  We noted no matters involving the interna
control over financia reporting and its operation that we consider to be material weaknesses.

This report is intended for the information of the board of trustees, management and federa awarding
agencies and pass-through entities and is not intended to be and  should not be used by anyone other than

these specified parties.
Parms & Company, LLC

October 9, 2002
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Auditor of State Columbus, Ohio 43216-1140
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