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Independent Accountants’ Report 

Members of City Council 
City of Lima, Lima Ohio 

We were engaged to audit the accompanying general purpose financial statements of the City of Lima, 
Ohio (the City), as of and for the year ended December 31, 2000.  These financial statements are the 
responsibility of the City's management.  

The City did not maintain its accounting records currently during 2000, thus requiring reconstruction of 
certain records subsequent to December 31, 2000, and substantial adjustments to accounts.  Adequate 
evidential matter in support of recorded transactions and adjustment was not available in all cases.  
Additionally, management did not provide knowledgeable representation of facts and circumstances 
regarding certain transactions arising during 2000.  It was impracticable to extend our procedures 
sufficiently to determine the extent to which the general purpose financial statements as of and for the year 
ended December 31, 2000 may have been affected by these conditions. 

Because of the matters discussed in the preceding paragraph, the scope of our work was not sufficient to 
enable us to express, and we do not express an opinion on the accompanying general purpose financial 
statements as of and for the year ended December 31, 2000. 

 

December 11, 2002 

191 West Nationwide Boulevard 
Suite 500 
Columbus, OH  43215-2568 

Telephone 614 249 2300 
Fax 614 249 2348 
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CITY OF LIMA - ALLEN COUNTY

Combined Balance Sheet
All Fund Types and Account Groups

December 31, 2000

Governmental Fund Types

Special Debt Capital
General Revenue Service Projects

Assets and Other Debits   

Assets
  Assets:
    Equity in Pooled Cash and Cash Equivalents 2,040,408$           1,253,223$           75,088$                699,767$              
    Cash and Cash Equivalents in Segregated
      Accounts 0 0 211,753 0
    Cash and Cash Equivalents with Fiscal and
      Escrow Agents 0 0 49,138 0
    Receivables:
      Taxes 3,542,901 17,039 0 0
      Accounts 122,407 6,325 0 0
      Intergovernmental 335,160 464,702 0 20,758
      Special Assessments 0 623,554 1,653,464 0
      Accrued Interest 115,305 0 556 0
    Interfund Receivable 380,457 0 11,448 0
    Materials and Supplies Inventory 0 34,696 0 0
    Due From Other Funds 0 0 101,612 0
    Notes Receivable 0 1,693,824 0 0
    Prepaid Items 30,171 0 0 0
    Unamortized Bond Issuance Costs 0 0 0 0
    Restricted Assets:
      Equity in Pooled Cash and Cash Equivalents 0 0 0 0
      Cash and Cash Equivalents with Fiscal and
        Escrow Agents 0 0 0 0
    Advances to Other Funds 0 0 0 0
    Fixed Assets (net, where applicable,
      of accumulated depreciation) 0 0 0 0
      Total Assets 6,566,809 4,093,363 2,103,059 720,525

  Other Debits:
    Amount Available In Debt Service Fund for
      Retirement of Special Assessment Bonds 0 0 0 0
    Amount to be Provided from General
      Governmental Resources 0 0 0 0
    Amount to be Provided from Special
      Assessments 0 0 0 0
      Total Other Debits 0 0 0 0

    Total Assets and Other Debits 6,566,809$           4,093,363$           2,103,059$           720,525$              

See accompanying notes to General Purpose Financial Statements.
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Fiduciary
Proprietary Fund Types Fund Types Account Groups

General Totals
 Internal Trust and General Long-Term (Memorandum

Enterprise Service Agency Fixed Assets Obligations Only)

12,291,273$         513,507$              307,080$              0$                          0$                          17,180,346$         

719,256 47,866 284,379 0 0 1,263,254

0 0 0 0 0 49,138

0 0 0 0 0 3,559,940
2,658,314 0 0 0 0 2,787,046

0 0 0 0 0 820,620
0 0 0 0 0 2,277,018

1,008 0 221 0 0 117,090
79,056 0 17,496 0 0 488,457

105,551 0 0 0 0 140,247
181,163 0 40,093 0 0 322,868

0 0 0 0 0 1,693,824
46,313 0 0 0 0 76,484

319,754 0 0 0 0 319,754

3,891,577 0 0 0 0 3,891,577

1,227,787 0 0 0 0 1,227,787
212,240 0 0 0 0 212,240

35,913,530 0 0 24,213,094 0 60,126,624
57,646,822 561,373 649,269 24,213,094 0 96,554,314

0 0 0 0 387,202 387,202

0 0 0 0 4,882,676 4,882,676

0 0 0 0 217,645 217,645
0 0 0 0 5,487,523 5,487,523

57,646,822$         561,373$              649,269$              24,213,094$         5,487,523$           102,041,837$       

(continued)

See accompanying notes to General Purpose Financial Statements.
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CITY OF LIMA - ALLEN COUNTY

Combined Balance Sheet
All Fund Types and Account Groups

December 31, 2000

Governmental Fund Type

Special Debt Capital
General Revenue Service Projects

Liabilities and Fund Equity     

Liabilities     
    Accounts Payable 624,553$              67,959$                0$                          37,680$                
    Contracts Payable 83,006 59,378 0 0
    Interfund Payable 0 488,457 0 0
    Accrued Wages 251,809 10,762 0 1,079
    Compensated Absences Payable 0 0 0 0
    Intergovernmental Payable 392,963 37,809 0 1,872
    Deferred Revenue 3,366,861 623,554 1,653,464 0
    Undistributed Assets 0 0 0 0
    Deposits Held and Due to Others 0 0 0 0
    Matured Bonds and Interest Payable 0 0 62,393 0
    Accrued Interest Payable 0 0 0 0
    Claims Payable 0 0 0 0
    Loans Payable 0 0 0 0
    Due to Other Funds 0 322,868 0 0
    Payables from Restricted Assets:
      Refundable Deposits 0 0 0 0
      Interest Payable 0 0 0 0
    Judgments Payable 0 0 0 0
    Advances from Other Funds 0 0 0 0
    Capital Leases Payable 0 0 0 0
    OWDA Loans Payable 0 0 0 0
    General Obligation Bonds Payable (Net, where
      applicable, of unamortized discount and
      accounting loss) 0 0 0 0
    Revenue Bonds Payable 0 0 0 0
    Special Assessment Debt with Governmental
      Commitment 0 0 0 0
      Total Liabilities 4,719,192 1,610,787 1,715,857 40,631

  Fund Equity and Other Credits:
    Investment in General Fixed Assets 0 0 0 0
    Contributed Capital 0 0 0 0
    Retained Earnings:
      Reserved:
        Reserved for Plant Improvement and Replacement 0 0 0 0
        Reserved for Operations 0 0 0 0
        Unreserved (Deficit) 0 0 0 0
    Fund Balance:
      Reserved for Encumbrances 507,072 253,441 0 126,482
      Reserved for Notes Receivable 0 1,693,824 0 0
      Reserved for Inventory 0 34,696 0 0
      Reserved for Prepaids 30,171 0 0 0
      Unreserved 1,310,374 500,615 387,202 553,412
        Total Fund Equity (Deficit) and Other Credits 1,847,617 2,482,576 387,202 679,894

Total Liabilities, Fund Equity and Other Credits 6,566,809$           4,093,363$           2,103,059$           720,525$              

See accompanying notes to General Purpose Financial Statements.
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Fiduciary
Proprietary Fund Types Fund Types Account Groups

General Totals
 Internal Trust and General Long-Term (Memorandum

Enterprise Service Agency Fixed Assets Obligations Only)

  

  
802,029$              33,013$                2,476$                  0$                          0$                          1,567,710$           

0 0 0 0 0 142,384
0 0 0 0 0 488,457

77,611 0 0 0 0 341,261
676,028 0 0 0 2,218,532 2,894,560
138,101 0 0 0 350,801 921,546

0 0 0 0 0 5,643,879
0 47,866 373,004 0 0 420,870
0 0 115,183 0 0 115,183
0 0 0 0 0 62,393

31,432 0 0 0 0 31,432
0 709,605 0 0 0 709,605
0 0 0 0 133,572 133,572
0 0 0 0 0 322,868

236,007 0 0 0 0 236,007
30,244 0 0 0 0 30,244

0 0 0 0 110,000 110,000
212,240 0 0 0 0 212,240

0 0 0 0 308,618 308,618
8,200,653 0 0 0 0 8,200,653

5,047,220 0 0 0 1,865,000 6,912,220
7,750,000 0 0 0 0 7,750,000

0 0 0 0 501,000 501,000
23,201,565 790,484 490,663 0 5,487,523 38,056,702

0 0 0 24,213,094 0 24,213,094
11,548,749 0 0 0 0 11,548,749

1,600,000 0 0 0 0 1,600,000
2,055,570 0 0 0 0 2,055,570

19,240,938 (229,111) 0 0 0 19,011,827

0 0 0 0 0 886,995
0 0 0 0 0 1,693,824
0 0 0 0 0 34,696
0 0 0 0 0 30,171
0 0 158,606 0 0 2,910,209

34,445,257 (229,111) 158,606 24,213,094 0 63,985,135

57,646,822$         561,373$              649,269$              24,213,094$         5,487,523$           102,041,837$       

See accompanying notes to General Purpose Financial Statements.
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CITY OF LIMA - ALLEN COUNTY

Combined Statement of Revenues, Expenses,
and Changes in Retained Earnings

All Proprietary Fund Types

For the Year Ended December 31, 2000

 
Totals

 Internal (Memorandum
Enterprise Service Only)

Operating Revenue:
  Charges for Services 18,595,455$         4,795,769$           23,391,224$         
  Recycled Sales 174,376 475,981 650,357
  Miscellaneous 23,391 0 23,391
  Other Operating Revenues 72,375 22,378 94,753
    Total Operating Revenues 18,865,597 5,294,128 24,159,725

Operating Expenses:
  Salaries 3,882,383 0 3,882,383
  Fringe Benefits 1,663,364 0 1,663,364
  Claims Expense 0 3,630,932 3,630,932
  Other Services and Charges 7,541,294 525,063 8,066,357
  Depreciation 1,848,591 0 1,848,591
    Total Operating Expenses 14,935,632 4,155,995 19,091,627

    Operating Income 3,929,965 1,138,133 5,068,098

Non-Operating Revenues (Expenses):
    Investment Income 737,818 0 737,818
    Interest and Fiscal Charges (1,267,467) 0 (1,267,467)
      Total Non-Operating Revenues (Expenses) (529,649) 0 (529,649)

  Net Income 3,400,316 1,138,133 4,538,449

Depreciation on Fixed Assets Acquired by
  Contributed Capital 254,009 0 254,009

Retained Earnings (Deficit) at Beginning of Year 19,242,183 (1,367,244) 17,874,939

Retained Earnings (Deficit) at End of Year 22,896,508 (229,111) 22,667,397

Contributed Capital at Beginning of Year 11,206,175 0 11,206,175
Contributed Capital from Tap-in Fees 115,341 0 115,341
Assets acquired by Contributed Capital 481,242 0 481,242
Depreciation on Fixed Assets acquired by 0
   Contributed Capital (254,009) 0 (254,009)
Contributed Capital at End of Year 11,548,749 0 11,548,749

Total Fund Equity (Deficit) at End of Year 34,445,257$        (229,111)$            34,216,146$         

See accompanying notes to General Purpose Financial Statements.
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Total
Internal (Memorandum

Enterprise Service Only)

Cash Flows from Operating Activities
Cash Received from Customers 17,518,790$          475,981$               17,994,771$          
Cash Received from Quasi-External Operating
Transactions with Other Funds 0 4,560,492              4,560,492
Cash Payments for Personal Services (3,882,383)            0                            (3,882,383)
Cash Payments for Fringe Benefits (1,663,364)            0                            (1,663,364)
Cash Payments for Claims 0                            (4,469,853)            (4,469,853)
Cash Payments for Other Services and Charges (6,341,447)            (223,674)               (6,565,121)
Other Operating Receipts 72,375                   22,378                   94,753

Net Cash Provided by Operating Activities 5,703,971              365,324                 6,069,295              

Cash Flows from Capital and Related Financing Activities:
Acquisition and Construction of Capital Assets (2,343,401)            0                            (2,343,401)            
Cash Received from Tap-In Fees 115,341                 0                            115,341                 
Principal Paid on Revenue Bonds (580,000)               0                            (580,000)               
Principal Paid on General Obligation Bonds (140,000)               0                            (140,000)               
Principal Paid on Capital Leases (793)                      0                            (793)                      
Interest Paid on Debt Obligation (1,267,467)            0                            (1,267,467)            

Net Cash Used for Capital and Related Financing Activities (4,216,320)            0                            (4,216,320)            

Cash Flows from Investing Activities:
Proceeds from Investments 150,419                 0                            150,419                 
Cash Received from Interest 737,818                 0                            737,818                 

Net Cash Used for Investing Activities 888,237                 0                            888,237                 

Net Increase in Cash and Cash Equivalents 2,375,888              365,324                 2,741,212              

Cash and Cash Equivalents at Beginning of Year 15,754,005            196,049                 15,950,054            

Cash and Cash Equivalents at End of Year 18,129,893$          561,373$               18,691,266$          

CITY OF LIMA - ALLEN COUNTY

For the Year Ended December 31, 2000

All Proprietary Fund Types
Combined Statement of Cash Flows 

See accompanying notes to General Purpose Financial Statements.
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Total
Internal (Memorandum

Enterprise Service Only)
Reconciliation of Operating Income to Net Cash
 Provided by Operating Activities:

Operating Income 3,929,965$            1,138,133$            5,068,098$            

Adjustment to Reconcile Operating Income
  to Net Cash Provided by Operating Activities:
Depreciation Expense 1,848,591              0                            1,848,591              
Changes in Assets and Liabilities:
Decrease in  Accounts Receivable 263,282                 0                            263,282                 
Increase in Material and Supplies Inventory (25,279)                 0                            (25,279)                 
Decrease in Prepaid Items 6,659                     0                            6,659                     
(Decrease) Increase in Accounts Payable (365,055)               18,246                   (346,809)               
Decrease in Contracts Payable (24,580)                 0                            (24,580)                 
Increase in Accrued Wages 5,210                     0                            5,210                     
Increase in Compensated Absences 23,028                   0                            23,028                   
Decrease in Retainage Payable (24,146)                 0                            (24,146)                 
Increase in intergovernmental Payable 61,356                   0                            61,356                   
Decrease in Claims Payable 0                            (838,921)               (838,921)               
Increase in Deferred Revenue 0                            47,866                   47,866                   
Increase in Refundable Deposits 4,940                     0                            4,940                     

Net Cash Provided by Operating Activities 5,703,971$            365,324$               6,069,295$            

CITY OF LIMA - ALLEN COUNTY

Combined Statement of Cash Flows 
All Proprietary Fund Types

For the Year Ended December 31, 2000

See accompanying notes to General Purpose Financial Statements.
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CITY OF LIMA - ALLEN COUNTY 
NOTES TO THE GENERAL PURPOSE FINANCIAL STATEMENTS 

FOR THE YEAR ENDED DECEMBER 31, 2000 
 

 
 
 
 
 
NOTE 1 - REPORTING ENTITY 
 
The City of Lima (the “City”) is a home rule municipal corporation organized under the laws of the State of Ohio 
which operates under its own charter.  The municipal government, provided by the charter, operates under a 
mayor-council form of government.  Legislative power is vested in a nine-member council, each elected to four 
year terms.  The Mayor, City Auditor, and Director of Law are each elected to four year terms.  The Mayor 
appoints all officers, members of commissions, and classified and unclassified positions in the departments under 
his control.  Other elected officials appoint classified and unclassified positions in their departments. 
  
A reporting entity is composed of the primary government, component units, and other organizations that are 
included to ensure that the financial statements are not misleading.  The primary government of the City of Lima 
consists of all funds, departments, boards, and agencies that are not legally separate from the City.  The City is 
segmented into many different activities and smaller accounting entities.  These include police force, fire fighting 
force,  street maintenance force, park and recreation system, which includes a swimming pool, a water system, a 
sewer system, a refuse force, and the Sinking Fund Board of Trustees. 
 
Component units are legally separate organizations for which the City is financially accountable.  The City is 
financially accountable for an organization if the City appoints a voting majority of the organization's governing 
board and (1) the City is able to significantly influence the programs or services performed or provided by the 
organization; or (2) the City is legally entitled to or can otherwise access the organization's resources; the City is 
legally obligated or has otherwise assumed the responsibility to finance the deficits of, or provide financial 
support to, the organization; or the City is obligated for the debt of the organization.  Component units may also 
include organizations which are fiscally dependent on the City in that the City approves the budget, the issuance 
of debt, or the levying of taxes.  There are no component units included in the reporting entity of the City. 
 
 
NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
The significant accounting policies followed in the preparation of these financial statements are summarized 
below.  These policies conform to generally accepted accounting principles for local governmental units as 
prescribed in the statements issued by the Governmental Accounting Standards Board and other recognized 
authoritative sources.  The City also applies Financial Accounting Standards Board (FASB) statements and 
interpretations issued on or before November 30, 1989, to the proprietary funds provided they do not conflict with 
or contradict GASB pronouncements.  The more significant of the City’s accounting policies are described below. 
 
A.  Basis of Presentation - Fund Accounting 
 
The City uses funds and account groups to report on its financial position and the results of its operations.  Fund 
accounting is designed to demonstrate legal compliance and to aid financial management by segregating 
transactions related to certain City functions or activities. 
 

 
 
 
 

(continued) 
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CITY OF LIMA – ALLEN COUNTY 
NOTES TO THE GENERAL PURPOSE FINANCIAL STATEMENTS 

FOR THE YEAR ENDED DECEMBER 31, 2000 
 

 
 
NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 
 
A fund is defined as a fiscal and accounting entity with a self-balancing set of accounts recording cash and other 
financial resources, together with all related liabilities and residual equities or balances, and changes therein, 
which are segregated for the purpose of carrying on specific activities or attaining certain objectives in accordance 
with special regulations, restrictions, or limitations.  An account group is a financial reporting device designed to 
provide accountability for certain assets and liabilities that are not recorded in the funds because they do not 
directly affect net available expendable financial resources. 
 
For financial statement presentation purposes, the various funds of the City are grouped into the following generic 
fund types under the broad fund categories governmental, proprietary, and fiduciary. 
 
Governmental Fund Types: 
 
Governmental funds are those through which most governmental functions typically are financed. The 
acquisition, use, and balances of the City's expendable financial resources and the related current liabilities, 
except those accounted for in the proprietary funds, are accounted for through governmental funds.  The 
measurement focus is upon determination of financial position and changes in financial position.  The following 
are the City's governmental fund types: 
 
General Fund.  The general fund is the general operating fund of the City.  This fund is used to account for all 
financial resources of the City 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 an ordinance of 
the City and/or the general laws of Ohio. 
 
Special Revenue Funds.  The special revenue funds are used to account for the proceeds of specific revenue 
sources, other than for major capital projects, that are legally restricted to expenditure for specified purposes.  
 
Debt Service Funds.  The debt service funds are used to account for the accumulation of financial resources for, 
and the payment of, general long-term debt principal, interest, and related costs and special assessment long-term 
debt principal, interest, and related costs. 
 
Capital Projects Funds.  The capital projects funds are used to account for financial resources used for the 
acquisition or construction of major capital facilities, other than those financed by proprietary funds.  
 
Proprietary Fund Types:  
 
The proprietary funds are used to account for the City's ongoing organizations and activities which are similar to 
those often found in the private sector.  The measurement focus is upon determination of net income, financial 
position, and cash flows.  The following proprietary fund types are utilized by the City:  
 
Enterprise Funds.  The enterprise funds are used to account for operations that are financed and operated in a 
manner similar to private business enterprises where the intent is that costs (expenses, including depreciation) of 
providing services to the general public on a continuing basis be financed or recovered primarily through user 
charges; or where the City has decided that periodic determination of revenues earned, expenses incurred, and/or 
net income is appropriate for capital maintenance, public policy, management control, accountability, or other 
purposes. 
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CITY OF LIMA – ALLEN COUNTY 
NOTES TO THE GENERAL PURPOSE FINANCIAL STATEMENTS 

FOR THE YEAR ENDED DECEMBER 31, 2000 
 
 

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 
 
Internal Service Funds.  The internal service funds are used to account for the financing of goods and services 
provided by one department or agency to other departments or agencies of the City, or to other governmental 
units, on a cost-reimbursement basis. 
 
Fiduciary Fund Types: 
 
These funds are used to account for assets held by the City in a trustee capacity or as an agent for individuals, 
private organizations, other governments, and/or other funds.  Expendable trust funds are accounted for in 
essentially the same manner as governmental funds.  The City's agency funds are purely custodial (assets equal 
liabilities) and thus do not involve measurement of results of operations.  
 
Account Groups: 
 
To make a clear distinction between fixed assets related to specific funds and those of general government, and 
between long-term liabilities related to specific funds and those of a general nature, the following account groups 
are used: 
 
General Fixed Assets Account Group.  The general fixed assets account group is used to account for all fixed 
assets of the City, other than those accounted for in the proprietary funds.  These assets do not represent financial 
resources available for expenditure. 
 
General Long-Term Obligations Account Group.  The general long-term obligations account group is used to 
account for all unmatured long-term obligations of the City, except that which are accounted for in the proprietary 
funds.  
 
B.  Measurement Focus and Basis of Accounting 
 
The accounting and financial reporting treatment applied to a fund is determined by its measurement focus. All 
governmental funds and expendable trust funds are accounted for using a flow of current financial resources 
measurement focus.  With this measurement focus, only current assets and current liabilities are generally 
included on the balance sheet.  Operating statements of these funds present increases (i.e., revenues and other 
financing sources) and decreases (i.e., expenditures and other financing uses) in net current assets. 
 
All proprietary funds are accounted for on a flow of economic resources measurement focus.  With this 
measurement focus, all assets and all liabilities associated with the operation of these funds are included on the 
balance sheet. Fund equity (i.e., net total assets) is segregated into contributed capital and retained earnings 
components. Proprietary fund type operating statement present increases (e.g., revenues) and decreases (e.g., 
expenses) in net total assets. 
 
Basis of accounting refers to when revenues and expenditures or expenses are recognized in the accounts and 
reported in the financial statements.  Basis of accounting relates to the timing of the measurements made. 
 
The modified accrual basis of accounting is used for reporting purposes by the governmental fund types, 
expendable trust fund, and agency funds.  Under this basis, revenues are recognized in the accounting period 
when they become both measurable and available.  Measurable means the amount of the transaction can be 
determined.  Available means collectible within the current year or soon enough thereafter to be used to pay  
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CITY OF LIMA – ALLEN COUNTY 
NOTES TO THE GENERAL PURPOSE FINANCIAL STATEMENTS 

FOR THE YEAR ENDED DECEMBER 31, 2000 
 

 
 
NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 
 
liabilities of the current year end, which the City considers thirty-one days after year end.  
 
In applying the susceptible to accrual concept under the modified accrual basis, the following revenue sources are 
deemed both measurable and available:  municipal income taxes, shared revenues, reimbursements due from state 
or federally funded projects for which corresponding expenditures have been made, and investment earnings.  
Other revenues, including licenses, permits, certain charges for services, income taxes other than those withheld 
by employers, and miscellaneous revenues are recorded as revenue when received in cash because they are 
generally not measurable until actually received. 
 
The City reports deferred revenues on its combined balance sheet.  Deferred revenues arise when a potential 
revenue does not meet both the measurable and available criteria for recognition in the current period.  In 
subsequent periods, when both revenue recognition criteria are met, the liability for deferred revenue is removed 
from the combined balance sheet and revenue is recognized.  Special assessments are recorded as deferred 
revenue because they do not meet the availability criteria.  Property taxes measurable as of December 31, 2000, 
and delinquent property taxes, whose availability is indeterminable and which are intended to finance 2001 
operations, have also been recorded as deferred revenue. 
 
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 when the related fund liability is 
incurred.  Principal and interest on general long-term and special assessment long-term obligations are recorded as 
fund liabilities when due or when amounts have been accumulated in the debt service fund for payments to be 
made early in the following year.  Allocations of costs, such as depreciation and amortization, are not recognized 
in the governmental funds. 
 
The accrual basis of accounting is used for reporting purposes by the proprietary funds.  Revenues are recognized 
in the accounting period in which they are earned, and expenses are recognized at the time they are incurred.  
Unbilled service charges receivable are recognized as revenue at year end.  
 
C.  Budgetary Data 
 
The budgetary process is prescribed by provisions of the Ohio Revised Code and entails the preparation of 
budgetary documents within an established timetable.  The major documents prepared are the tax budget, the 
certificate of estimated resources, and the appropriations ordinance, all of which are prepared on the budgetary 
basis of accounting.  All funds, other than agency funds, are legally required to be budgeted and appropriated.  
 
Budgetary information of the Sinking Fund Board of Trustees and the trustee accounts for the revenue bonds is 
not presented because they are not included in the entity for which the “appropriated budget” is adopted and 
separate budgetary records are not maintained. 
 
Tax Budget: 
 
Prior to July 15, the City Auditor submits to the City Council a proposed operating budget for the year 
commencing the following January 1.  The budget includes proposed expenditures and the means of financing for 
all funds.  Public hearings are publicized and conducted to obtain taxpayers' comments.  The express purpose of 
this budget document is to reflect the need for existing or increased tax rates. 
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CITY OF LIMA – ALLEN COUNTY 
NOTES TO THE GENERAL PURPOSE FINANCIAL STATEMENTS 

FOR THE YEAR ENDED DECEMBER 31, 2000 
 

 
 
 
 
NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 
 
By no later than July 20, the Council-adopted budget is filed with the Allen County Budget Commission for rate 
determination. 
 
Mayor’s Estimate 
 
On or before December 15, the Mayor prepares an estimate of the cost of conducting the affairs of the City for the 
following year to be used for the preparation of the annual appropriations.  The estimate includes an itemized 
estimate of each department’s cost, comparisons of the estimate with the prior two year’s actual cost for each 
department, explanations for increases or decreases, and an itemization of anticipated revenue from all sources. 
 
Estimated Resources: 
 
Prior to October 1, the City accepts, by formal resolution, the tax rates as determined by the County Budget 
Commission and receives the commission's certificate of estimated resources, which states the estimated 
beginning of year fund balance and the projected revenue of each fund.  Prior to December 31, the City must 
revise its budget so that total contemplated expenditures from any fund during the ensuing year will not exceed 
the amount available as stated in the certificate of estimated resources.  The revised budget then serves as the 
basis for the appropriations measure.  On or about January 1, the certificate of estimated resources is amended to 
include the actual unencumbered fund balances from the preceding year.  The certificate may be further amended 
during the year if projected increases or decreases in revenue are identified by the City Auditor and the County 
Budget Commission finds the revised estimates to be reasonable.  The amounts reported in the financial 
statements reflect the amounts in the final amended certificate issued during the year 2000. 
 
Appropriations: 
 
By March 31, the annual appropriation resolution must be legally enacted by the City at the fund, department, and 
function level of expenditures, which are the legal levels of budgetary control.  Prior to the passage of the annual 
appropriation measure, the City may pass a temporary appropriations measure to control the level of expenditures 
for all funds.  The appropriation ordinance, by fund, must be within the estimated resources as certified by the 
County Budget Commission.  The City may pass supplemental fund appropriations so long as the total 
appropriations by fund do not exceed the amounts set forth in the most recent amended certificate of estimated 
resources.  During the year, several supplemental appropriations were legally enacted.  The budget figures, which 
appear in the statements of budgetary comparisons, represent the final appropriation amounts, including all 
supplemental appropriations. 
 
Budgeted Level of Expenditure: 
 
Administrative control is maintained through the establishment of detailed line-item budgets.  Appropriated funds 
may not be expended for purposes other than those designated in the appropriation ordinance without authority 
from Council.  Expenditures plus encumbrances may not legally exceed appropriations at the level of 
appropriation adopted by Council.  For all funds, appropriations are made by department and major object levels, 
which include salaries, fringe benefits, other expenditures/expenses, capital outlay, and transfers-out.  
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CITY OF LIMA – ALLEN COUNTY 
NOTES TO THE GENERAL PURPOSE FINANCIAL STATEMENTS 

FOR THE YEAR ENDED DECEMBER 31, 2000 
 

 
 
NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 
 
Encumbrances: 
 
As part of formal budgetary control, purchase orders, contracts, and other commitments for the expenditure of 
monies are encumbered and recorded as the equivalent of expenditures on the non-GAAP budgetary basis in order 
to reserve that portion of the applicable appropriation and to determine and maintain legal compliance.  On the 
GAAP basis, encumbrances outstanding at year end are reported as reservations of fund balances for subsequent 
year expenditures for governmental funds and disclosed in the notes to the financial statements for proprietary 
funds. 
 
Lapsing of Appropriations: 
 
At the close of each year, the unencumbered balance of each appropriation reverts to the respective fund from 
which it was appropriated and becomes subject to future appropriations.  The encumbered appropriation balance 
is carried forward to the succeeding year and is not reappropriated.  
 
D.  Cash and Cash Equivalents 
 
Cash received by the City, except cash held by a trustee or fiscal agent and cash in segregated accounts, is pooled 
in a common group of bank accounts.  Monies for all funds are maintained in these accounts.  Individual fund 
integrity is maintained through City records.  Each fund’s interest in the pool is presented as “Equity in Pooled 
Cash and Cash Equivalents” on the combined balance sheet. 
 
The City utilizes a financial institution to service bonded debt as principal and interest payments come due.  The 
balance in this account is presented on the combined balance sheet as "cash and cash equivalents with fiscal and 
escrow agents" and represents deposits.  Cash and cash equivalents that are held separately by the City’s sinking 
fund trustees are recorded on the balance sheet as “Cash and Cash Equivalents in Segregated Accounts.”  Cash 
and cash equivalents held separately by fiscal agents which are limited in use due to applicable bond covenants 
are recorded on the balance sheet as “Cash and Cash Equivalents with Fiscal and Escrow Agents - Restricted.” 
 
Investments, except for repurchase agreements and non-negotiable certificates of deposit, are reported at fair 
value, which is based on quoted market prices.  Repurchase agreements and non-negotiable certificates of deposit 
are reported at cost.  STAR Ohio is an investment pool, managed by the Ohio State Treasurer’s Office, which 
allows governments within the State to pool their funds for investment purposes.  STAR Ohio is not registered 
with the SEC as an investment company, but does operate in a manner consistent with Rule 2a7 of the Investment 
Company Act of 1940.  Investments in STAR Ohio are valued at STAR Ohio’s shared price, which is the price 
the investment could be sold for at December 31, 2000. 
 
The City records all investment income in the General Fund except for interest earned on monies held by trustee 
in accordance with the bond covenants and federal grants.  Investment income credited to the General Fund 
during 2000 amounted to $1,428,429. 
 
For purposes of the combined statements of cash flows and for presentation on the combined balance sheet,  
investments of the cash management pool and investments with a maturity of three months or less at the time they 
are purchased by the City are considered to be cash equivalents. 
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CITY OF LIMA – ALLEN COUNTY 
NOTES TO THE GENERAL PURPOSE FINANCIAL STATEMENTS 

FOR THE YEAR ENDED DECEMBER 31, 2000 
 

 
 
 
NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 
 
E.  Materials and Supplies Inventory 
 
Inventories of governmental funds are stated at cost while inventories of proprietary funds are stated at the lower 
of cost or market.  For all funds, cost is determined on a first-in, first-out basis.  The costs of inventory items are 
recorded as expenditures in the governmental fund types when purchased and as expenses in the proprietary fund 
type when used.  The reserve for inventory within the governmental funds indicates that a portion of the fund 
balance is not available for future expenditures.  At December 31, 2000, the street repair and recreation activity 
special revenue funds and the water and sewer enterprise funds maintained  inventories. 
 
F.  Notes Receivable 
 
Notes receivable represent the right to receive repayment for certain loans made by the City.  The loans are based 
upon written agreements between the City and the various loan recipients. 
 
G.  Prepaid Items 
 
Payments made to vendors for services that will benefit periods beyond December 31, 2000, are recorded as 
prepaid items by using the consumption method.  A current asset for the prepaid amount is recorded at the time of 
the purchase and an expenditure/expense is reported in the year in which services are consumed. 
 
H.  Unamortized Bond Issuance Costs 
 
In governmental fund types, bond issuance costs are expended in the current period.  Bond issuance costs for 
proprietary fund types are deferred and amortized over the term of the bonds using the bonds-outstanding method, 
which approximates the effective interest method. 
 
I.  Restricted Assets/Liabilities 
 
Certain proceeds of enterprise fund revenue bonds, as well as certain resources set aside for their repayment, are 
classified as restricted assets on the balance sheet because their use is limited by applicable bond covenants.  
Also, the City has utility deposits from customers that are classified as restricted cash and cash equivalents on the 
balance sheet because their use is limited to the payment of unpaid utility bills or the refunding of the deposit to 
the customer. 
 
J.  Interfund Assets/Liabilities 
 
Receivables and payables arising between funds for goods or services rendered are classified as "due from other 
funds" or "due to other funds" on the balance sheet.  Short-term interfund loans or the short-term portion of 
advances are classified as "interfund receivables/payables.” 
 
Long-term interfund loans are reported as advances to/from other funds.  Advances to other funds are equally 
offset by a fund balance reserve account in governmental funds which indicates that they do not constitute 
“available expendable resources” since they are not a component of net current assets. 
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CITY OF LIMA – ALLEN COUNTY 
NOTES TO THE GENERAL PURPOSE FINANCIAL STATEMENTS 

FOR THE YEAR ENDED DECEMBER 31, 2000 
 

 
 
 
NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 
 
K.  Fixed Assets and Depreciation 
 
General fixed assets are not capitalized in the funds used to acquire or construct them.  Instead, capital acquisition 
and construction costs are reflected as expenditures in governmental funds, and the related assets are reported in 
the general fixed assets account group.  Fixed assets utilized in the proprietary funds are capitalized in the 
respective fund.   All fixed assets are capitalized at cost (or estimated historical cost) and updated for additions 
and retirements during the year.   Donated fixed assets are recorded at their fair market values as of the dates 
received. 
 
Improvements are capitalized.  The costs of normal maintenance and repairs that do not add to the value of the 
asset or materially extend an asset's life are not capitalized.   Interest incurred during the construction of general 
fixed assets is also not capitalized. 
 
Public domain (infrastructure) general fixed assets consisting of roads, bridges, curbs and gutters, streets and 
sidewalks, drainage systems, and lighting systems are not capitalized or reported, as these assets are immovable 
and of value only to the City. 
 
Fixed assets associated with proprietary fund activities are accounted for in those funds. Depreciation is calculated 
using the straight line method over the assets' estimated useful lives.  Depreciation expense on assets constructed 
or acquired through capital grants is closed to retained earnings.  The assets of the enterprise funds are depreciated 
on the following basis: 
 

Description  Estimated Lives 
Buildings  45 - 50 years 
Equipment  5 - 20 years 
Vehicles  6 - 10 years 
Water and Sewer Lines  30 - 99 years 

 
Capitalization of Interest: 
 
Interest is capitalized on proprietary fund assets acquired with tax-exempt debt.  The City's policy is to capitalize 
net interest on construction projects until substantial completion of the project.  The amount of capitalized interest 
equals the difference between the interest cost associated with the tax-exempt borrowing used to finance the 
project from the date of borrowing until completion of the project and the interest earned from temporary 
investment of the debt proceeds over the same period.  Capitalized interest is amortized on the straight-line basis 
over the estimated useful life of the asset.  For 2000, there was no interest capitalized. 
 
L.  Compensated Absences 
 
Vacation benefits are accrued as a liability as the benefits are earned if the employees' rights to receive the 
compensation are attributable to services already rendered and it is probable that the City will compensate the 
employees for the benefits through paid time off or some other means.  Sick leave benefits are accrued as a 
liability using the termination method.  The liability is based on an estimate of the amount of accumulated sick 
leave that will probably be paid as a termination benefit.  
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CITY OF LIMA – ALLEN COUNTY 
NOTES TO THE GENERAL PURPOSE FINANCIAL STATEMENTS 

FOR THE YEAR ENDED DECEMBER 31, 2000 
 

 
 
 
NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 
 
For governmental funds, the current portion of unpaid compensated absences is the amount expected to be paid 
using available expendable resources.  These amounts are recorded in the account  "compensated absences 
payable" in the fund from which the employees who have accumulated unpaid leave are paid.  The remainder is 
reported in the general long-term obligations account group.  In proprietary funds, the entire amount of 
compensated absences is reported as a fund liability. 
 
M.  Accrued Liabilities and Other Long-Term Obligations 
 
In general, governmental fund payables and accrued liabilities are reported as obligations of the funds regardless 
of whether or not they will be liquidated with current resources.  However, compensated absences, and 
contractually required pension contributions are reported as a liability in the general long-term obligation account 
group to the extent that they will not be paid with current available expendable financial resources.  Payments 
made more than 31 days after year end are considered not to have used current available expendable financial 
resources.  Bonds, capital leases, and long-term loans are recognized as a liability of the general long-term 
obligations account group until due. 
 
Long-term debt and other obligations financed by enterprise funds are reported as liabilities in the appropriate 
enterprise fund. 
 
N.  Contributed Capital 
 
Contributed capital represents resources from other funds, other governments, and private sources provided to 
proprietary funds and is not subject to repayment.  These assets are recorded at their fair market value on the date 
contributed.  Depreciation on those assets acquired or constructed with capital grants is expensed and closed to 
contributed capital at year end. 
 
O.  Reserves of Fund Equity 
 
Reserves of fund equity indicate that a portion of fund balance is not available for expenditure or is legally 
segregated for a specific future use.  Governmental fund balances are reserved for encumbrances, inventory, and 
notes receivable.  In proprietary funds, reservations of retained earnings indicate the accumulation of earnings to 
be used for plant improvement and replacement and operations in accordance with revenue bond covenants.  
 
P.  Intergovernmental Revenues 
 
For governmental funds, intergovernmental revenues, such as grants awarded on a non-reimbursement basis, 
shared revenues, and entitlements are recorded as receivables and revenues when measurable and available.  
Reimbursement type grants are recorded as receivables and revenues when the related expenditures are incurred.  
Grants, entitlements, or shared revenues received for proprietary fund operating purposes are recognized as non-
operating revenues in the accounting period in which they are earned and become measurable.  Such resources 
restricted for the construction of capital assets are recorded as contributed capital. 
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CITY OF LIMA – ALLEN COUNTY 
NOTES TO THE GENERAL PURPOSE FINANCIAL STATEMENTS 

FOR THE YEAR ENDED DECEMBER 31, 2000 
 

 
 
 
 
NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 
 
Q.  Interfund Transactions 
 
During the course of normal operations, the City has numerous transactions between funds, most of which are in 
the form of transfers of resources to provide services, construct assets, and service debt.  The accompanying 
financial statements generally reflect such transactions as operating transfers.  Operating subsidies are also 
recorded as operating transfers. 
 
Nonrecurring and nonroutine transfers of equity between funds, capital contributions to the enterprise funds, the 
subsequent return of all or part of such contributions, the transfer of residual balances of discontinued funds or 
projects to the general fund, capital projects fund, or debt service funds (when financed with debt proceeds), and 
the transfer of fixed assets from the proprietary funds to the general fixed assets account group are classified as 
residual equity transfers. 
 
Transactions that constitute reimbursements for expenditures or expenses initially made from a fund that are 
properly allocable to another fund are recorded as expenditures or expenses in the reimbursing fund and as 
reductions of the expenditures or expenses in the fund that is reimbursed.  Quasi-external transactions are 
accounted for as revenues and expenditures or expenses. 
 
R.  Use of Estimates 
 
The preparation of the financial statements in conformity with accounting principles generally accepted in the 
United States of America requires management to make estimates and assumptions that affect the amounts 
reported in the financial statements and accompanying notes.  Actual results could differ from those estimates. 
 
S.  Total Columns on Combined Financial Statements 
 
Total columns in the general purpose financial statements are captioned “Totals - (Memorandum Only)” to 
indicate that they are presented only to facilitate financial analysis.  Data in these columns do not present financial 
position, results of operations, or changes in cash flows in conformity with generally accepted accounting 
principles.  Neither is such data comparable to a consolidation.  Interfund eliminations have not been made in the 
aggregation of this data. 
 
 
NOTE 3 - COMPLIANCE AND ACCOUNTABILITY 
 
A. Compliance 
 
The following accounts had expenditures (including encumbrances) in excess of appropriations, at the legal level 
of appropriation for the year ended December 31, 2000: 
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CITY OF LIMA – ALLEN COUNTY 
NOTES TO THE GENERAL PURPOSE FINANCIAL STATEMENTS 

FOR THE YEAR ENDED DECEMBER 31, 2000 
 

 
 
 
 
NOTE 3 - COMPLIANCE AND ACCOUNTABILITY (CONTINUED) 
    
 Appropriations Expenditures     Excess     
General Fund: 
Council Office 
 Total Salaries $      194,473 $      195,082 $         (609) 
Public Defender’s Office  
 Total Salaries 675,191 678,890 (3,699) 
Department of Taxation 
 Total Salaries 541,492 541,797 (305) 
Schoonover Pool  
 Total Salaries 683,320 687,032 (3,712) 
Special Revenue Fund: 
DWI Enforcement & Education 
 Total Salaries 7,000 7,530 (530) 
Traffic/Parking Control Fund    
 Total Salaries 50,000 50,014 (14) 
Chip-Housing Improvement Fund 
 Total Expenses 530,000 553,570 (23,570) 
 
 
The following funds had appropriations in excess of estimated resources plus available balances for the year 
ended December 31, 2000. 

 
 Estimated     
   Resources   Appropriations     Excess      
 

                          Fund Type/Fund                              
 Special Revenue Fund: 
 Traffic/Parking Control $      179,254 $      688,155 $     (508,901) 
 Street Repair Fund 1,450,831 1,640,331 (189,500) 
 Law Enforcement Block 217,089 241,761 (24,672) 
 Fed Block Grants 2,580,035 3,327,066 (747,031) 
 Enterprise Fund: 
 Water Improvement Fund 8,643,352 9,340,664 (697,312) 
 Internal Service Funds: 
 Public Works Gasoline 169,026 171,944 (2,918) 
 
 
 
Section 5705.10, Revised Code, states that money paid into any fund shall be used only for the purposes for 
which such fund was established.  The existence of a deficit cash balance in any fund indicates that money from 
another fund or funds has been used to pay the obligations of the fund or funds carrying the deficit cash balance.  
The Street Repair special revenue fund had a deficit cash balance on a budgetary basis at year end in the amount 
of $380,457.  On a GAAP basis, the deficit cash is reported as an interfund payable to the General Fund. 
 
 
 
 

  
23 

 



CITY OF LIMA – ALLEN COUNTY 
NOTES TO THE GENERAL PURPOSE FINANCIAL STATEMENTS 

FOR THE YEAR ENDED DECEMBER 31, 2000 
    

 
 
 
 
NOTE 3 - COMPLIANCE AND ACCOUNTABILITY (CONTINUED) 
 
B.  Accountability 
 
At December 31, 2000, the Refuse enterprise fund had a deficit of $(225,813) which was caused by the operating 
loss in the current year.  The Health Benefits internal service fund had a deficit retained earnings of $(229,111) 
caused by the accumulation of operating losses.  The general fund provides transfers to cover deficit balances; 
however, this is done when cash is needed rather than when deficits occur. 
 
 
NOTE 4 - BUDGETARY BASIS OF ACCOUNTING 
 
While reporting financial position, results of operations, and changes in fund balances/retained earnings on the 
basis of generally accepted accounting principles (GAAP), the budgetary basis as provided by law is based upon 
accounting for certain transactions on a basis of cash receipts, disbursements, and encumbrances. 
 
The Combined Statement of Revenues, Expenditures, and Changes in Fund Balance - Budget (Non-GAAP 
Budgetary Basis) and Actual - All Governmental Fund Types and Expendable Trust Fund and the Combined 
Statement of Revenues, Expenses, and Changes in Fund Balance - Budget (Non-GAAP Budgetary Basis) and 
Actual - All Proprietary Fund Types are presented on the budgetary basis to provide a meaningful comparison of 
actual results with the budget.  The major differences between the budget basis and the GAAP basis are that: 
 
 
(1) Revenues are recorded when received in cash (budget basis) as opposed to when susceptible to accrual 

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

incurred (GAAP basis); 
 
(3) Cash accounts which are held separately by the City, the Sinking Fund Board of Trustees, and the trustee 

accounts for the revenue bonds are not budgeted but are recorded on the GAAP basis; 
 
(4) Outstanding year-end encumbrances are treated as expenditures/expenses (budget basis) rather than as a 

reservation of fund balance for governmental fund types (GAAP basis).  Material encumbrances are 
disclosed in the notes to the general purpose financial statements for proprietary fund types (GAAP 
basis); 

 
(5) Proceeds from and principal payments on short-term note obligations are reported on the operating 

statement (budget basis) rather than as balance sheet transactions (GAAP basis); and 
 
(6) For proprietary funds, the acquisition and construction of capital assets are reported on the operating 

statement (budget basis) rather than as balance sheet transactions (GAAP basis); 
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CITY OF LIMA – ALLEN COUNTY 
NOTES TO THE GENERAL PURPOSE FINANCIAL STATEMENTS 

FOR THE YEAR ENDED DECEMBER 31, 2000 
    

 
 
 
 
NOTE 4 - BUDGETARY BASIS OF ACCOUNTING (CONTINUED) 
 
 
The adjustments necessary to convert the results of operations for the year on the GAAP basis to the budget basis 
are as follows: 

 
Excess of Revenues and Other Financing Sources Over (Under) 

Expenditures and Other Financing (Uses) 
All Governmental Fund Types and Expendable Trust Fund 

 
 

   Special     Debt       Capital    Expandable 
      General        Revenue        Service        Projects         Trust        
 
GAAP Basis $    (1,800,881) $      97,876 $       48,067 $     115,145 $     12,566 
Adjustments for: 
 Revenue Accruals 571,809 1,024 322,897 5,874 0 
 Expenditure Accruals 369,511 (629,781) (383,749) 28,605 365 
Changes in Encumbrances Outstanding  
 at Year End       (955,663)      (344,134)                 0      (126,482)                0 
Budget Basis $ (1,815,224) $   (875,015) $    (12,785) $      23,142 $     12,931 
 
 
 
NOTE 5 - DEPOSITS AND INVESTMENTS 
 
Protection of the City’s deposits is provided by the Federal Deposit Insurance Corporation (FDIC), by eligible 
securities pledged by the financial institution as security for repayment, by surety company bonds deposited with 
the Treasurer by the financial institution, or by a single collateral pool established by the financial institution to 
secure the repayment of all public monies deposited with the institution. 
 
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 deposits are public deposits that Council has identified as not required for use within the current two year 
period of designation of depositories.  Inactive deposits must either be evidenced by certificates of deposit 
maturing not later than the end of the current period of designation of depositories, or by savings or deposit 
accounts including, but not limited to, passbook accounts. 
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CITY OF LIMA – ALLEN COUNTY 

NOTES TO THE GENERAL PURPOSE FINANCIAL STATEMENTS 
FOR THE YEAR ENDED DECEMBER 31, 2000 

    
 
 
 
 
NOTE 5 - DEPOSITS AND INVESTMENTS (CONTINUED) 
 
Interim deposits are deposits of interim monies.  Interim monies are those monies which 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 pass book accounts.  
 
Interim monies may be deposited or invested in the following: 
 
 1. United States Treasury notes, bills, bonds, or any other obligation or security issued by the United 

States Treasury or any other obligation guaranteed as to principal and interest by the United 
States; 

 
 2. Bonds, notes, debentures, or any other obligations or securities issued by any federal government 

agency or instrumentality, including but not limited to, the Federal National Mortgage 
Association, Federal Home Loan Bank, Federal Farm Credit Bank, Federal Home Loan Mortgage 
Corporation, Government National Mortgage Association, and Student Loan Marketing 
Association.  All federal agency securities shall be direct issuances of federal government 
agencies or instrumentalities; 

 
 3. Written repurchase agreements in the securities listed above provided that the market value of the 

securities subject to the repurchase agreement must exceed the principal value of the agreement 
by at least 2 percent and be marked to market daily, and that the term of the agreement must not 
exceed thirty days; 

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

 
5. No-load money market mutual funds consisting exclusively of obligations described in division 

(1) or (2) of this section and repurchase agreements secured by such obligations, provided that 
investments in securities described in this division are made only through eligible institutions; 
and, 

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

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

1. Bonds of the State of Ohio; 
 

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

 
 3. Obligations of the City. 
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CITY OF LIMA – ALLEN COUNTY 
NOTES TO THE GENERAL PURPOSE FINANCIAL STATEMENTS 

FOR THE YEAR ENDED DECEMBER 31, 2000 
    

 
 
 
 
 
NOTE 5 - DEPOSITS AND INVESTMENTS (CONTINUED) 
 
 
Investments in stripped principal or interest obligations, reverse repurchase agreements and derivatives are 
prohibited.  The issuance of taxable notes for the purpose of arbitrage, the use of leverage and short selling are 
also prohibited.  An investment must mature within five years from the date of purchase unless matched to a 
specific obligation or debt of the City, and must be purchased with the expectation that it will be held to maturity. 
 
 
Investments may only be made through specified dealers and institutions.  Payment for investments may be made 
only upon delivery of the securities representing 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.  
 
 
Prior to September 1996, the effective date of changes in State statutes, the City invested in collateralized 
mortgage obligations to maximize yields.  These securities are based on cash flows from interest payments on the 
underlying mortgages; therefore, the securities are sensitive to prepayments by mortgagees, which may result 
from a decline in interest rates. 
 
 
The following information classifies deposits and investments by categories of risk as defined in GASB Statement 
No. 3,  “Deposits with Financial Institutions, Investments (Including Repurchase Agreements), and Reverse 
Repurchase Agreements.” 
 
At year end, the carrying amount of the City's deposits was $3,334,206 and the bank balance was $3,660,438.  Of 
the bank balance, $437,937 was covered by federal depository insurance, by collateral held by the City or by 
collateral held by the City's agent in the name of the City.  The remaining balance was uninsured and 
uncollateralized.  Although the deposit’s collateral were held by the pledging financial institutions' trust 
department and are in the City's name and all State statutory requirements for the investment of money had been 
followed, noncompliance with federal requirements could potentially subject the City to a successful claim by the 
FDIC. 
 
 
The City’s investments are categorized below to give an indication of the level of custodial risk assumed by the 
City at year end.  Category 1 includes insured or registered or for which the securities are held by the City or its 
agent in the City's name.  Category 2 includes uninsured and unregistered for which the securities are held by the 
counterparty's trust department or agent in the City's name.  Category 3 includes uninsured and unregistered for 
which the securities are held by the counterparty, or by its trust department or agent but not in the City's name.  
STAR Ohio and mutual funds are an unclassified investment since it is not evidenced by securities that exist in 
physical or book entry form. 
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Independent Auditors’ Report on the 
Schedule of Expenditures of Federal Awards 

The Honorable City Mayor 
City of Lima, Ohio 

       and 

The Honorable Jim Petro 
Auditor of State 

We have audited the accompanying schedule of expenditures of federal awards (the Schedule) of the City 
of Lima, Ohio (the City), for the year ended December 31, 2000.  This Schedule is the responsibility of the 
City’s management.  Our responsibility is to express an opinion on this Schedule 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 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 Schedule is free of material misstatement.  An 
audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the Schedule.  
An audit also includes assessing the accounting principles used and significant estimates made by 
management, as well as evaluating the overall Schedule presentation.  We believe that our audit provides a 
reasonable basis for our opinion. 

As described in Note 2 to the schedule of expenditures of federal awards, the Schedule was prepared on the 
basis of cash disbursements, which is a comprehensive basis of accounting other than generally accepted 
accounting principles.  

In our opinion, the schedule of expenditures of federal awards referred to above presents fairly, in all 
material respects, the expenditures of federal awards of the City of Lima, Ohio, as described above, for the 
year ended December 31, 2000, on the basis of accounting described in Note 2 to the schedule of 
expenditures of federal awards. 

 

December 11, 2002 

191 West Nationwide Boulevard 
Suite 500 
Columbus, OH  43215-2568 

Telephone 614 249 2300 
Fax 614 249 2348 



CITY OF LIMA, OHIO

Schedule of Expenditures of Federal Awards

Year ended December 31, 2000

Agency or
CFDA Pass

Federal Grantor/Program Title Number through Number Expenditures

U.S. Department of Housing and Urban Development

Direct Programs:
Community Development Block Grant 14.218 MC-39-0014 $ 3,042,672    
HOME Renewal Program 14.239 MC-39-0219 450,027       
HOME Renewal Loan Program 14.239 MC-39-0219 41,816         
HUD Drug Elimination Grant FY96 14.193 N/A 544              

Total U.S. Department of Housing and Urban Development 3,535,059      

U.S. Department of Justice
Direct Programs:

Weed & Seed Core 16.595 WS-Q8-0056 151,320       
Asset for forfeiture 16.000 N/A 34,007         
Family First 16.000 N/A 2,034           
Parks not Prisons 16.523 JB-013-A049 17,333         
Violence Against Women 16.588 WF-VA38115 12,671         
Restorative Justice Grant 16.579 DG-B01-702 9,585           
Local Law Enforcement Block Grant 16.592 LB-VX-3299 169,059       

Total Direct Programs 396,009         

Pass through Ohio Dept. of Justice Byrne Grant 16.540 DG-BO2-7032 35,442           

Total U.S. Department of Justice 431,451         

Total federal assistance $ 3,966,510      

See accompanying independent auditors' report.

See accompanying notes to schedule of expenditures of federal awards.
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CITY OF LIMA, OHIO 

Notes to Schedule of Expenditures of Federal Awards 

Year ended December 31, 2000 
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(1) General 

The accompanying schedule of expenditures of federal awards (the Schedule) presents the activity of 
all federal financial assistance programs of the City of Lima, Ohio (the City). The City's reporting 
entity is defined in note 1 to the City's general purpose financial statements. All federal financial 
assistance received directly from federal agencies as well as federal financial assistance passed 
through other government agencies are included on the schedule. 

(2) Basis of Accounting 

The accompanying schedule of expenditures of federal awards is presented using the cash basis of 
accounting.  Accordingly, expenditures are recognized when paid (disbursed). 

(3) Loan Program 

The City had the following loan balances outstanding at December 31, 2000. These loan balances 
outstanding are also included in the federal expenditures presented in the Schedule. 

 
CFDA 

Program Number
Amount 

Outstanding 
     

Home Renewal Loan Program (Rental Assistance) 14.239 41,816 
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Independent Auditors’ Report on Compliance and on Internal Control 
Over Financial Reporting Based on Criteria for Audits of Financial Statements 

Performed in Accordance With Government Auditing Standards 

The Honorable City Mayor 
City of Lima, Ohio 

       and 

The Honorable Jim Petro 
Auditor of State 

We were engaged to audit the general purpose financial statements of the City of Lima, Ohio (the City), as 
of and for the year ended December 31, 2000, and have issued our report thereon dated December 11, 
2002. The scope of our work was not sufficient to enable us to express, and we did not express an opinion 
on the general purpose financial statements as of and for the year ended December 31, 2000. 

Compliance 

In connection with our engagement to audit the general purpose financial statements of the City, 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 general purpose 
financial statement amounts. However, providing an opinion on compliance with those provisions was not 
an objective of our engagement and, accordingly, we do not express such an opinion. The results of our 
tests disclosed no instances of noncompliance that are required to be reported under Government Auditing 
Standards. However, we noted certain immaterial instances of noncompliance that we have reported to 
management of the City in a separate letter dated December 11, 2002.  Additionally, if the scope of our 
work had been sufficient to enable us to express an opinion on the general purpose financial statements, 
other matters may have been identified and reported herein. 

Internal Control Over Financial Reporting 

In connection with our engagement to audit the general purpose financial statements of the City, we 
considered the City’s internal control over financial reporting in order to determine our auditing procedures 
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 operation that we consider to be 
reportable conditions. Reportable conditions involve matters coming to our attention relating to significant 
deficiencies in design or operation of the internal control over financial reporting that, in our judgment, 
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. The reportable conditions are described in 
the accompanying schedule of findings and questioned costs as items 00-1 and 00-2.   
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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 consider the reportable 
condition described above as item 00-1 to be a material weakness. Additionally, if the scope of our work 
had been sufficient to enable us to express an opinion on the general purpose financial statements, other 
matters may have been identified and reported herein. 

This report is intended solely for the information and use of the City’s management, the Ohio Auditor of 
State and federal awarding agencies and pass-through entities and is not intended to be and should not be 
used by anyone other than these specified parties. 

 

December 11, 2002 
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Independent Auditors’ Report on Compliance with Requirements  
Applicable to Each Major Program and on Internal Control over Compliance  

in Accordance with OMB Circular A-133  

The Honorable City Mayor 
City of Lima, Ohio 

        and 

The Honorable Jim Petro 
Auditor of State Board of Trustees: 

Compliance 

We have audited the compliance of The City of Lima, Ohio (the City) with the types of compliance 
requirements described in the U.S. Office of Management and Budget (OMB) Circular A-133 Compliance 
Supplement that are applicable to each of its major federal programs for the year ended 
December 31, 2000. The City’s major federal programs are identified in the “Summary of Auditors’ 
Results” section of the accompanying schedule of findings and questioned costs. Compliance with the 
requirements of laws, regulations, contracts, and grants applicable to each of its major federal programs is 
the responsibility of the City’s management. Our responsibility is to express an opinion on the City’s 
compliance based on our audit. 

We conducted our audit of compliance in accordance with auditing standards generally accepted in the 
United States of America; the standards applicable to financial audits contained in Government Auditing 
Standards, issued by the Comptroller General of the United States; and OMB Circular A-133, Audits of 
States, Local Governments, and Non-Profit Organizations. Those standards and OMB Circular A-133 
require that we plan and perform the audit to obtain reasonable assurance about whether noncompliance 
with the types of compliance requirements referred to above that could have a direct and material effect on 
a major federal program occurred. An audit includes examining, on a test basis, evidence about the City’s 
compliance with those requirements and performing such other procedures as we considered necessary in 
the circumstances. We believe that our audit provides a reasonable basis for our opinion. Our audit does 
not provide a legal determination on the City’s compliance with those requirements. 

As described in items 00-3 and 00-4 in the accompanying schedule of findings and questioned costs, the 
City did not comply with requirements regarding allowable and unallowed activities and allowable 
costs/cost principles that are applicable to its Community Development Block Grant; and special tests and 
provisions that are applicable to its HOME Renewal Program. Compliance with such requirements is 
necessary, in our opinion, for the City to comply with requirements applicable to those programs. 
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In our opinion, except for the noncompliance described in the preceding paragraph, the City complied, in 
all material respects, with the requirements referred to above that are applicable to each of its major federal 
programs for the year ended December 31, 2000. 

Internal Control Over Compliance 

The management of the City is responsible for establishing and maintaining effective internal control over 
compliance with requirements of laws, regulations, contracts, and grants applicable to federal programs. In 
planning and performing our audit, we considered the City’s internal control over compliance with 
requirements that could have a direct and material effect on a major federal program in order to determine 
our auditing procedures for the purpose of expressing our opinion on compliance and to test and report on 
internal control over compliance in accordance with OMB Circular A-133. 

We noted certain matters involving the internal control over compliance and its operation that we consider 
to be reportable conditions. Reportable conditions involve matters coming to our attention relating to 
significant deficiencies in design or operation of the internal control over compliance that, in our judgment, 
could adversely affect the City’s ability to administer a major program in accordance with the applicable 
requirements of laws, regulations, contracts, and grants. The reportable conditions are described in the 
accompanying schedule of findings and questioned costs as items 00-3, 00-4, and 00-5. 

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 noncompliance with the applicable 
requirements of laws, regulations, contracts, and grants that would be material in relation to a major federal 
program 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 compliance 
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 consider all of the reportable conditions described above as items 00-3, 00-4, 
and 00-5 to be material weaknesses. 

This report is intended solely for the information and use of the City’s management, the Ohio Auditor of 
State and federal awarding agencies and pass-through entities and is not intended to be and should not be 
used by anyone other than these specified parties. 

 

December 11, 2002 



CITY OF LIMA, OHIO 

Part III – Schedule of Findings and Questioned Costs 

Year ended December 31, 2000 

 8 (Continued) 

 (1) Summary of Auditors’ Results: 

(a) Type of report issued on the general purpose financial 
statements  

Disclaimer 
 

(b) Reportable conditions in internal control were disclosed by the 
audit of the financial statements  Yes 

 Material weaknesses  Yes 

(c) Noncompliance which is material to the general purpose 
financial statements  No 

(d) Reportable conditions in internal control over major programs  Yes 

 Material weaknesses  Yes 

(e) Type of report issued on compliance for major programs 
 

 

  

Qualified for HOME Renewal 
Program and Community 
Development Block Grant 

(f) Any audit findings which are required to be reported under 
Section 510(a) of OMB Circular A-133  Yes 

(g) Major programs 

 

 

 

  

HOME Renewal Program (HOME) 
(CFDA #14.239)  

 Community Development Block 
Grant (CDBG) (CFDA #14.218) 

(h) Dollar threshold used to distinguish between Type A and 
Type B programs  $300,000 

(i) Auditee qualified as a low-risk auditee under Section 530 of 
OMB Circular A-133  No 

   

 



CITY OF LIMA, OHIO 

Part III – Schedule of Findings and Questioned Costs 

Year ended December 31, 2000 
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(2) Findings Relating to the Financial Statements Reported in Accordance with Government Auditing 
Standards: 

Finding 00-1 (repeat of 99-1)  -- Understanding of Generally Accepted Accounting Principles 

Throughout our audit, we noted that City personnel had difficulty in explaining transactions that occurred 
during the year on a cash basis and at year-end on an accrual basis (GAAP basis). Even though the City 
receives accrual assistance at year-end, one of the City’s fundamental responsibilities is to take 
responsibility for its financial reporting process, which includes an understanding of the basic general 
purpose financial statements and the related notes to these statements. We extended audit procedures to 
assist management in the area of account analysis to understand and ascertain the propriety of the 
fluctuations of balances throughout the year. 

The City should review financial statements and related accounts throughout the year. This review 
will 1) enhance the City’s understanding of day to day activities, 2) help ensure consistent 
classification of revenues and expenditures from year to year, and 3) help to mitigate the potential 
for errors and/or irregularities to occur. 

Finding 00-2 (repeat of 99-2)  -- Bank Account Reconciliation 

Timely account reconciliations of subsidiary accounting records is a critical component of a system of 
internal control, as well as of timely and accurate financial reporting. During our audit we noted that cash 
and investments were not properly reconciled to the bank balances. The District performed a portion of the 
bank reconciliation monthly; however, the District did not investigate differences, which fluctuated each 
month, to determine if they were appropriate reconciling items. Failure to timely and properly reconcile 
these accounts enhances risk that potential error or fraud could go undetected. 

Reconciliations between the bank statements and the general ledger should be performed monthly 
and all reconciling items should be fully investigated and resolved promptly.  The Auditor should 
review the reconciliations and any adjusting journal entries and document approval by initialing the 
reconciliation. 

(3) Findings and Questioned Costs Relating to Federal Awards 

Finding 00-3 (repeat of 99-3); CDBG (14.218) – Allowable Costs/Cost Principles 

Criteria: 

OMB Circular A-87, Cost Principles for State, Local, and Indian Tribal Governments, establishes 
principles and standards for determining costs for federal awards carried out through grants, cost 
reimbursement contracts, and other agreements with state and local governments. To be allowable under 
federal awards, costs must meet certain general criteria. Those criteria require, among other things, that the 
expenditure be adequately documented. If an employee works solely on one federal program and 100% of 
their salary or wages are charged to the program, the City must obtain a certification from the employee 
that 100% of their time is spent on the single federal program. This certification must be kept on file and is 
required to be obtained at least every six months. 



CITY OF LIMA, OHIO 

Part III – Schedule of Findings and Questioned Costs 

Year ended December 31, 2000 
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Condition: 

Employees whose salaries were fully funded by the CDBG program did not obtain semiannual 
certifications to support their payroll costs.  Total payroll expenditures charged to the CDBG program for 
the year ended December 31, 2000 was $586,237.  The City did begin obtaining semiannual certifications 
in 2001. 

Questioned Costs: 

Although the City did not require its employees to provide certification of their time, the City does have 
adequate controls in place to monitor the amount of payroll charged to CDBG.  Additionally, the Director 
of Community Planning is fully aware of which employees spends 100% of their time on CDBG programs.  
Consequently, it appears that payroll costs have been properly charged to CDBG and therefore, the amount 
of questioned costs is $0. 

Effect: 

Lack of required semiannual certifications may result in the City’s expending grant funds for unallowed 
items. 

Cause: 

The City was not aware of the fact that they must obtain proper certification from employees who spend 
100% of their time on a single Federal award or cost objective.  As the City is now aware of the 
requirement, quarterly certifications have been obtained beginning in 2001.   

Recommendation: 

We recommend the City continue to obtain semi-annual certifications of federal employee time. 

Finding 00-4 (repeat of 99-4); HOME (14.239) –Special Tests and Provisions 

Criteria: 

During the period of affordability (i.e., the period for which the non-Federal entity must maintain 
subsidized housing) for HOME assisted rental housing, the participating jurisdiction must perform on-site 
inspections to determine compliance with property standards and verify the information submitted by the 
owners no less than every three years for projects containing 1 to 4 units. The participating jurisdiction 
must perform on-site inspections of rental housing occupied by tenants receiving HOME-assisted tenant-
based rental assistance to determine compliance with housing quality standards (24 CFR sections 92.251, 
92.252, and 92.504(b)). 

Condition: 

The City only performed inspection on 1 of 7 required rental properties in 2000.  Additionally, the City did 
not retain documentation of this inspection. 
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Part III – Schedule of Findings and Questioned Costs 

Year ended December 31, 2000 

 11 

Questioned Costs: 

None. 

Effect: 

Not performing required inspections may result in the City expending grant funds for unallowed items. 

Cause: 

The City sent out letters informing residents of the required inspections; however, the City has not received 
responses from these parties nor permission to enter into the premise. 

Recommendation: 

We recommend the City continue to follow up the required parties in order to complete the inspection 
requirement. 

City’s Response: 

The City will follow up with required parties to complete the inspection requirement as noted in the grant 
provisions. 

Finding 00-5 (repeat of 99-5 and 98-1); General Administration 

Criteria: 

The Federal Register § 300 states that it is the auditees responsibility to prepare the Schedule of 
Expenditures of Federal Awards (Schedule) and the Schedule should be a complete listing of federal 
awards, including the related expenditures for the year and the CFDA number. 

Condition: 

The City has no monitoring system to ensure that all Federal Awards are properly identified and reported 
upon in the Schedule. 

Questioned Costs: 

None. 

Effect: 

The lack of an identification and monitoring system may result in incomplete financial information being 
reported on the Schedule, thus resulting in the potential for fines and or loss of future funding. 
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Part III – Schedule of Findings and Questioned Costs 
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Cause: 

The City does not completely identify each federal grant separately in the general ledger, and does not 
investigate new grants programs to determine if the funds are federal or not.  The City has begun to better 
identify federal grant funds separately in its general ledger, but needs to continue the process to aid in the 
preparation of the Schedule. 

Recommendation: 

We recommend the City continue to implement and enhance its procedures to ensure a complete and 
accurate Schedule is prepared annually. 
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