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INDEPENDENT ACCOUNTANTS’ REPORT ON COMPLIANCE AND ON
INTERNAL CONTROL REQUIRED BY GOVERNMENT AUDITING STANDARDS

City of Solon

Cuyahoga County
34200 Bainbridge Road
Solon, Ohio 44139

We have audited the financial statements of the City of Solon, Cuyahoga County, Ohio, (the City) as of
and for the year ended December 31, 2002, and have issued our report thereon dated May 16, 2003. 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.

Compliance

As part of obtaining reasonable assurance about whether the City’s financial statements are free of
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts and grants, noncompliance with which could have a direct and material effect on the
determination of financial statement amounts. However, providing an opinion on compliance with those
provisions was not an objective of our audit and, accordingly, we do not express such an opinion. The
results of our tests disclosed 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 May 16, 2003.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the City’s internal control over financial reporting in
order to determine our auditing procedures for the purpose of expressing our opinion on the financial
statements and not to provide assurance on the internal control over financial reporting. Our
consideration of the internal control over financial reporting would not necessarily disclose all matters in
the internal control over financial reporting that might be material weaknesses. A material weakness is a
condition in which the design or operation of one or more of the internal control components does not
reduce to a relatively low level the risk that misstatements in amounts that would be material in relation to
the financial statements being audited may occur and not be detected within a timely period by
employees in the normal course of performing their assigned functions. We noted no matters involving
the internal control over financial reporting and its operation that we consider to be material weaknesses.
However, we noted other matters involving the internal control over financial reporting that do not require
inclusion in this report, that we have reported to management of the City in a separate letter dated May
16, 2003.

Lausche Building / 615 Superior Ave., NW / Twelfth Floor / Cleveland, OH 44113-1801
Telephone: (216) 787-3665 (800) 626-2297 Fax: (216) 787-3361
www.auditor.state.oh.us
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This report is intended for the information and use of management, and City Council, and is not intended
to be and should not be used by anyone other than these specified parties.
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Betty Montgomery
Auditor of State

May 16, 2003
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The City of Solon

CITY HALL

34200 Bainbridge Road
Solon, OH 44139-2955
Phone: (440) 248-1155

Fax: (440) 349-6322

May 16, 2003

Residents of the City of Solon
Honorable Mayor Kevin C. Patton and
Members of Solon City Council:

| am pleased to submit to you the 2002 Comprehensive Annual Financial Report (CAFR) for the
City of Solon. | believe this report, prepared by the Department of Finance, presents thorough
operating and financial information about the City’s activities during 2002 that should be useful to
taxpayers, citizens, investment firms, debt rating agencies and other interested parties.

Responsibility for both the accuracy of the data, and the completeness and fairness of the
presentation rests with the City. To the best of our knowledge, the data in this report is accurate in
all material respects. It is our intention to present this report in a manner that presents fairly the
financial position and results of operations of the various funds and account groups of the City in
conformity with generally accepted accounting principles (GAAP). All disclosures necessary to
provide the reader with a better understanding of the City’s financial activities have been included.

The Comprehensive Annual Financial Report is presented in three sections as follows:

1. The introductory section includes this transmittal letter, the City’s organizational
chart, a list of principal City officials and the GFOA Certificate of Achievement.

2. The financial section contains the independent accountants’ report, and includes the
general purpose financial statements and notes that provide an overview of the
City’s financial position and operating results, and the combining statements and
schedules of the individual funds and account groups that provide detailed
information relative to the general purpose financial statements.

3. The statistical section includes selected financial and demographic information,
generally presented on a multi-year basis.

Reporting Entity

The City of Solon is located in the southeast corner of Cuyahoga County about 15 miles southeast
of downtown Cleveland. It was originally organized as a township around 1825, and became a
village in 1938. On November 2, 1954, the voters of Solon approved a charter. Then, in 1960,
Solon became a city.



The form of government established by the Charter is the Mayor/Council type. There are seven
City Council members; each is elected from a ward, for a term of four years. The Mayor’s term is
also four years. The Mayor appoints all department directors, some with the required confirmation
of City Council.

Pursuant to Governmental Accounting Standards Board Statement No. 14, the City of Solon has
included in this report all funds, account groups, agencies, boards and commissions for which the
City is financially accountable.

City Services

The City of Solon provides a full range of services to its citizens. The police protection services
include patrol, investigations, jail facilities, drug resistance programs and safety schools. The fire
protection service includes regular safety inspections, emergency medical (paramedic) services
and fire safety education. In addition, the City has a very active service department that provides
free refuse, leaf and brush pickup, recycling, road maintenance and repair, storm sewer
maintenance and repair, two cemeteries and various other service department activities. The
recreation department sponsors a full range of activities from its headquarters in the City’s 40 acre
park, as does the seniors services department from its Senior Center.

Solon has two enterprise operations. They are Grantwood Golf Course and the Water
Reclamation (formerly wastewater) Plant. The operating expenses of both of these activities have
been and continue to be covered by user fees.

The administrative functions include planning and zoning, economic development, building permits
and inspection, engineering, budget and city income tax administration.

Economic Condition and Outlook

The City of Solon continues to have a vibrant industrial and commercial establishment. Evidence of
this can be found in key areas such as:

a. The number of employers increased from 2,483 in 2001 to 2,590 in 2002.

b. In the year 2002, there were 124 industrial and commercial building permits granted
for new buildings and additions to existing buildings, totaling over $16,800,000 in
market value.

Most of Solon’s industrial complex is in the western part of the City and separated from the
residential areas. Part of this complex includes an Enterprise Zone where a new company, or an
existing company planning an addition, is able to obtain property tax abatement on their new
construction and investment. This program has been successful in attracting new businesses and
retaining existing businesses. As of the end of 2002, Solon had 28 Enterprise Zone agreements.
These agreements have enabled new and existing firms to retain 3,253 jobs and create 1,045 jobs.

In addition, the City recently had a new shopping complex called “Uptown Solon” completed. This
shopping area was the result of a Tax Increment Financing (TIF) agreement between the
developer of this complex and the City. Under this agreement, the City built the new road where
the complex is located, and the developer will repay the City for this road over ten years in
exchange for property tax abatement in the same amount as the cost of the road.

Although the City has been growing rapidly since the 1960’s, there is still some property or room

available for new industry, business and housing. The Planning Development estimates about 278
acres are presently available for industrial development.
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Major Initiatives

The Mayor and Council continue to plan for several major capital projects. All of the following are
either in the design stage or under construction:

a. Community Center/Recreation Complex. This complex is scheduled to be
completed in June 2003. It will serve a variety of purposes, including a seniors’
activity center, fithess center, swimming pool, meeting rooms, etc. The estimated
cost at this time is about $19 million.

b. New Fire Station. This station is being built in the south side of the City and
scheduled to be opened in November 2003. It will complement the main fire station
that is on the north side of the City.

C. Infrastructure Projects. Solon continues to replace and upgrade its infrastructure
with funding from a permanent income tax levy of %2 of 1 percent that the voters
approved in 1995. Some of the current projects are;

SOM Center Road Widening

Aurora Road West Sanitary and Storm Sewers
Aurora Road-Liberty Road Intersection

Harper Road-Cannon Road Intersection

Briar Hill Storm Sewers

Meadowlane Storm Sewers

SOM Center-Miles Road Intersection

Aspen Glenn Sanitary Sewers

SOM Center Access Road

©CoNoOORWN =

Solon maintains a five year plan for capital projects and operating expenditures. This plan is
updated each year by the Mayor and Department Heads then submitted to City Council for review.

Financial Information
Internal Accounting Control

The City is responsible for establishing and maintaining an internal control system designed to
protect its assets from loss, theft or misuse. Furthermore, the accounting system must be
adequate to ensure that the financial statements are prepared in conformity with generally
accepted accounting principles. The internal control structure is designed to provide reasonable,
but not absolute assurance that these objectives are met. The concept of reasonable assurance
recognizes that the cost of internal control should not exceed the benefits likely to be derived, and
that the valuation of costs and benefits require estimates and judgements by management.

Summary of Accounting Policies and Budgetary Controls

The City of Solon’s financial statements for the Governmental Funds, Expendable Trust Funds and
Agency Funds are prepared using the modified accrual basis of accounting. Under this basis,
revenues are recognized in the period in which they become measurable and available to finance
current operations. Expenditures are recognized in the period in which the liability is incurred, if
measurable, except for interest on general long term debt, which is recognized when it is due.

The City’s Proprietary (Enterprise) Funds are accounted for using the accrual basis of accounting.

Therefore, revenues are recognized when they are earned and expenses are recognized when
they are incurred.
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The City’s budget process is governed by Ohio law. It starts with the annual tax budget adopted in
the July prior to January of the particular budget year. The main purpose of the annual tax budget
is to set the property tax rates for the forthcoming budget year. In December of each year, the City
adopts a temporary cash basis appropriations measure for the first three months of the forthcoming
budget year. Then, usually in February or March of the current budget year, the City adopts an
annual cash basis appropriation measure for the calendar year. Both appropriation measures are
prepared by the Mayor, Director of Finance and Department Heads. The annual appropriation
measure is reviewed in detail by City Council at its annual budget hearing meeting. Usually after
some revisions, it is adopted.

Amendments to the annual appropriations may be made by City Council throughout the budget
year as long as the amendment does not cause the total appropriations to exceed the estimated
resources for each fund. The estimated resources consist of the unencumbered cash balance at
January 1% plus the fund’s estimated revenue during the budget year.

The level of budgetary control at which expenditures cannot exceed an appropriated amount is
established at the function level within the general fund and at the fund level for all other funds.
Budgetary control is maintained by the fully automated accounting system, which utilizes a
purchase order/encumbrance system. All expenditures must have a purchase order prior to
payment certifying that moneys are legally appropriated and available for such purpose. The
outstanding purchase orders or encumbrances at year end carry forward to the succeeding fiscal
or budget year and need not be re-appropriated.

The finance department distributes budget reports every month to each department, or more often
if needed. Each department head reviews their department’s budget and will communicate with
the Finance Department about any related matter or potential problem.

General Government Functions
The following schedule presents a summary of governmental fund revenues for the year ended

December 31, 2002, increases or decreases from 2001 and percent of increase or decrease on a
generally accepted accounting principles (GAAP) basis.

2001 2002 Change Percent Change
Revenues
Municipal Income Taxes $27,350,350 $27,795,091 $444,741 1.63%
Property Taxes 3,842,118 4,370,359 528,241 13.75
Other Local Taxes 569,811 643,448 73,637 12.92
Charges for Services 1,440,499 1,864,193 423,694 29.41
Fees, Licenses and Permits 1,184,015 900,926 (283,089) (23.91)
Fines and Forfeitures 325,416 286,901 (38,515) (11.84)
Intergovernmental 2,964,830 6,670,848 3,706,018 125.00
Special Assessments 707,859 820,074 112,215 15.85
Investment Income 3,820,232 3,174,847 (645,385) (16.89)
Miscellaneous 595,535 224,486 (371,049) (62.31)
Total Revenues $42,800,665  $46,751,173 $3,950,508

The City Income Tax rate for 2001 and 2002 was 2.0 percent on earned income for individuals and
net profits for businesses. The City Income Tax is divided into the following 3 parts:
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1.0% Enacted by City Council in 1967 under the provisions of the Ohio Revised Code for
operating and capital expenditures.

0.5 Adopted by the voters in 1989 to assist the operation of the Police, Fire and Service
Departments.

0.5 Adopted by the voters in 1995 for infrastructure improvements and maintenance.

2.0% - Total City Income Tax Rate

Property tax increases are due to the annual increase in assessed valuation of real property. See
the table on page S-4 in the Statistical Data Section.

Other taxes consisted of the amusement tax, lodging tax and inheritance tax. The increase of
12.92 percent was due to increases in all three types.

Charges for services are primarily jail inmate revenue and registration fees for recreation programs
and facilities. The 29.41 percent increase was mostly due to increased inmate revenue.

Fees, licenses and permits revenues are mostly from Building Permits issued by the City’s Building
Department. The decrease of 23.91 percent was because of less building permits being issued in
2002 than in 2001.

Intergovernmental revenues increased 125 percent due to more grant monies being received in the
capital projects funds in 2002 than in 2001.

Special Assessments are levied and collected for the purpose of paying the cost of an
improvement that is considered a benefit to a property owner. The increase of 15.85 percent is
because new special assessments that were recently certified for collection.

Investment Income decreased 16.89 percent due to lower interest rates from the previous year and
less cash to invest in the current year.

Miscellaneous revenue consists of donations, miscellaneous activity fees, reimbursements and
other receipts that do not fit within the above categories. The reason for the 62.31 percent
decrease was mostly because the City had substantial one time reimbursements from the State of
Ohio in 2001 that didn’t occur again in 2002.
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The following schedule presents a summary of governmental fund expenditures for the year ended
December 31, 2002, increases or decreases from 2001 and percent of increase or decrease on a
generally accepted accounting principles (GAAP) basis.

2001 2002 Change Percent Change
Expenditures
Current:
Security of Persons and Property $10,200,788 $10,806,817 $606,029 5.94%
Public Health and Welfare 104,022 105,158 1,136 1.09
Leisure Time Activities 2,743,713 3,255,583 511,870 18.66
Community Environment 1,613,073 1,708,408 95,335 5.91
Basic Utility Services 1,314,350 1,467,022 152,672 11.62
Transportation 3,682,611 4,076,610 393,999 10.70
General Government 4,807,963 4,920,313 112,350 2.34
Capital Outlay 13,622,807 25,394,387 11,771,580 86.41
Debt Service:
Principal Retirement 8,079,702 4,648,819 (3,430,883) (42.46)
Interest and Fiscal Charges 1,452,452 1,301,427 (151,025) (10.40)
Refunding Bond Issuance Costs 0 90,645 90,645 0.00
Total Expenditures $47,621,481 $57,775,189  $10,153,708

Significant changes from 2001 were:

Leisure Time Activities is for Parks and Recreation programs, Senior Center activities, Cable TV
activities and the new Arts Center. Most of the 18.66 percent increase was due to the new Arts
Center.

Basic Utility Services is the City’s Service Department operations related to storm sewers, drains,
refuse hauling, environment, etc.. Although the City has a wastewater utility, it is not reported here
with the governmental funds. It is reported with the enterprise funds. The increase in basic utility
services of 11.62 percent was mostly due to increased personnel costs.

Transportation expenditures are for street maintenance and improvements. The increase of 10.70
percent can be attributed to additional personnel, street maintenance and equipment repairs.

Capital Outlay is for the construction of buildings, roads, sewers and other infrastructure. It is also
for the purchase of land, vehicles and equipment. The 86.41 percent increase was because of the
payments made for work started on the Community Center, more infrastructure projects and more
equipment purchases.

Debt Service expenditures are for the payment of principal and interest on all City debt. The
decrease of 42.46 percent in principal was due to the reduction in the amount of notes paid off this
year as compared to last year.

The reason for the decrease of 10.40 percent of interest expenditures is the same as mentioned
above for principal payments.

General Fund Balance

During 2002, the fund balance of the general fund increased by $3,737,420 from $30,598,732 to
$34,336,152. The fund balance increase is due primarily to an increase in total revenues.

- XX -



Enterprise Funds

Enterprise funds operated by the City consist of the Water Reclamation and the Grantwood
Recreation funds. Operating revenues in the enterprise funds totaled $6,698,870, with
depreciation expense of $1,485,927, an operating income of $1,700,399 and fund equity at year-
end of $41,916,602. The operating income resulted from an increase in operating revenues.

Fiduciary Funds
The City of Solon’s fiduciary funds are comprised of the expendable trust funds and agency funds.

The cemetery endowment expendable trust fund had a fund balance of $5,555 and the donations
trust expendable trust fund had a fund balance of $82,352 at December 31, 2002. The agency
funds included in the City’s financial statements are Deposits and Dare Scholarship. These funds
had assets totaling $994,265 at December 31, 2002.

Debt Administration

The gross indebtedness of the City of Solon at December 31, 2002, was $51,035,900. These
issues included $22,570,000 in general obligation bonds, $1,060,714 in special assessment bonds,
$19,190,442 in OWDA loans, $714,744 in OPWC loans and $7,500,000 in bond anticipation notes.
The overall legal debt margin at December 31, 2002, was $88,492,478 with an unvoted total debt
margin of $32,454,046.

The City of Solon’s current Bond Rating by Moody’s Investors Service is Aa1l. There are only two
other cities in the State of Ohio with a higher bond rating, that being Aaa.

Cash Management

The primary goal of the cash management program is to minimize the level of idle cash on hand to
meet the daily cash requirement while simultaneously maximizing the amount available for
investment. The City adopted a formal investment policy on August 18, 1997 with Ordinance No.
1997-186. This policy specifies the type of investments the City may purchase. The investment
bankers must acknowledge this investment policy by signing it and returning it to the Director of
Finance before an investment is made.

The eligible investments under the City’s investment policy are;

United States Treasury Bills, Notes and Bonds

Bonds, Notes or Debentures issued by any Federal
Government Agency (FNMA, FHLB, FHLMC, etc.)

Bonds and Notes of the State of Ohio or political Subdivisions
Repurchase agreements with any eligible depository
Certificates of Deposit with an eligible depository

STAROHIO

oo

~® Qo

At December 31, 2002, the City’s cash was invested as follows;

Overnight Sweep Account $1,060,000
STARONhio 8,434,916
Federal Government Agency Securities 55,830,436
Total $65,325,352
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Risk Management

The City of Solon belongs to the Northern Ohio Risk Management Association (NORMA). This is a
group of nine cities and one village organized for the purpose of enabling the City and other
members to obtain liability, property and automobile insurance, and provide for a formalized, jointly
administered self-insurance fund. Additional information about NORMA is in Note 16 of the general
purpose financial statements.

Independent Audit

In accordance with Ohio law, independent audits are required to be performed on all financial
operations of the City. Either the Auditor of the State of Ohio or, if the Auditor permits, an
independent public accounting firm conducts these audits. The Auditor of State’s Office performed
the audit on the City’s financial statements as of December 31, 2002. The City has met the
requirements set forth in State statutes. The auditor’s report on the general purpose financial
statements is included in the financial section of this report.

Although an audit citation appears in Financial Statement Footnote No. 5 for non-compliance with
Ohio Revised Code Section 5705.41 (D), our Law Director believes we did in fact comply with this
code section, and has issued an opinion saying that. As mentioned, the citation basically states
that we encumbered money prior to having sufficient amounts of money in respective funds to
cover the encumbrances (or contracts). We believe that because section 5705.41 (D) clearly
requires that money on hand plus money in the process of collection can be used to cover these
encumbrances, both of these elements must be used in the equation. Specifically, the money we
had in the process of collection was already on deposit in our Earned Interest Fund (merged with
the General Fund in this CAFR) and in excess of what was needed by the three construction funds
cited. This made the collection process an interfund transfer to pay forthcoming contractor
invoices. In the case of the Grantwood Golf Course Project Fund, it was an interfund loan where
City Council wanted transfers made for bills as they came due in order to minimize the interest cost
to the recipient fund. Furthermore, the appropriations for the Earned Interest Fund allowed
payments to be made directly from it for these capital projects if necessary, and the available
unencumbered cash balance in that fund throughout 2002 was obviously in excess of what was
needed.

Awards

The Government Finance Officers Association of the United States and Canada (GFOA) awards a
Certificate of Achievement for Excellence in Financial Reporting to those governmental entities
whose CAFR is easily readable, efficiently organized, and conforms to GFOA reporting standards.
Such a report must satisfy both generally accepted accounting principles (GAAP) as well as
applicable legal requirements. The City of Solon received this honor for its Comprehensive Annual
Financial Report for the fiscal year ended December 31, 2001. A Certificate of Achievement is
valid for a period of one year only. The City of Solon believes the current report conforms to the
Certificate of Achievement Program requirements, and has submitted it to the GFOA to determine
its eligibility for another Certificate of Achievement.
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Auditor of State
Betty Montgomery

INDEPENDENT ACCOUNTANTS’ REPORT

City of Solon

Cuyahoga County
34200 Bainbridge Road
Solon, Ohio 44139

We have audited the accompanying general-purpose financial statements of the City of Solon, Cuyahoga
County, Ohio, (the City) as of and for the year ended December 31, 2002, as listed in the table of
contents. These general-purpose financial statements are the responsibility of the City’s management.
Our responsibility is to express an opinion on these general-purpose financial statements based on our
audit.

We conducted our audit in accordance with 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 financial statements are free of
material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts
and disclosures in the financial statements. An audit also includes assessing the accounting principles
used and significant estimates made by management, as well as evaluating the overall financial
statement presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the general-purpose financial statements referred to above present fairly, in all material
respects, the financial position of the City of Solon, Cuyahoga County, Ohio, as of December 31, 2002,
and the results of its operations and the cash flows of its proprietary fund types for the year then ended in
conformity with accounting principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated May 16, 2003
on our consideration of the City’s internal control over financial reporting and our tests of its compliance
with certain provisions of laws, regulations, contracts and grants. That report is an integral part of an
audit performed in accordance with Government Auditing Standards and should be read in conjunction
with this report in considering the results of our audit.

The combining and individual fund and account group financial statements and schedules listed in the
table of contents are presented for additional analysis and are not a required part of the general-purpose
financial statements. We subjected this information to the auditing procedures applied in the audit of the
general-purpose financial statements. In our opinion, it is fairly stated in all material respects, in relation
to the general-purpose financial statements taken as a whole.

Lausche Building / 615 Superior Ave., NW / Twelfth Floor / Cleveland, OH 44113-1801
Telephone: (216) 787-3665 (800) 626-2297 Fax: (216) 787-3361
www.auditor.state.oh.us
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City of Solon

Cuyahoga County

Independent Accountants’ Report
Page 2

We did not audit the data included in the introductory and statistical sections of this report and therefore
express no opinion thereon.

Toutty Mm#qmw[

Betty Montgomery
Auditor of State

May 16, 2003



General Purpose Financial Statements

The following general purpose financial statements, along with the notes to the general purpose
financial statements, present an overview of the City’s financial position at December 31, 2002,
and the results of operations and changes in cash flows of its proprietary funds for the year then
ended.




City of Solon, Ohio
Combined Balance Sheet
All Fund Types and Account Groups
December 31, 2002

Assets and Other Debits
Assets
Equity in Pooled Cash
and Cash Equivalents
Receivables:
Taxes
Accounts
Interfund
Special Assessments
Intergovernmental
Materials and Supplies Inventory

Fixed Assets (Net, where applicable,

of Accumulated Depreciation)

Other Debits

Amount Available in Debt Service
Fund for Retirement of General
Obligation Bonds

Amount Available in Debt Service
Fund for Retirement of Special
Assessment Bonds

Amount to be Provided from
General Government Resources

Amount to be Provided from
Special Assessments

Total Assets and Other Debits

Governmental Fund Types

Special Debt Capital

General Revenue Service Projects
$32,160,463 $3,999,366 $1,999,919 $21,914,705
3,396,488 648,123 2,700,519 1,421,426
24,550 1,349 0 0
508,348 0 0 0
0 0 1,810,743 0
799,261 395,366 131,340 21,044
355,450 0 0 0
0 0 0 0
0 0 0 0
0 0 0 0
0 0 0 0
0 0 0 0
$37,244,560 $5,044,204 $6,642,521 $23,357,175




Proprietary Fiduciary
Fund Type Fund Types Account Groups
General General Totals
Trust and Fixed Long-Term (Memorandum
Enterprise Agency Assets Obligations Only)
$7,944,090 $1,083,876 $0 $0 $69,102,419
0 0 0 0 8,166,556
316,305 0 0 0 342,204
0 0 0 0 508,348
0 0 0 0 1,810,743
0 0 0 0 1,347,011
91,773 0 0 0 447,223
51,083,621 0 62,589,006 0 113,672,627
0 0 0 1,596,515 1,596,515
0 0 0 399,129 399,129
0 0 0 27,196,577 27,196,577
0 0 0 661,585 661,585
$59,435,789 $1,083,876 $62,589,006 $29,853,806 $225,250,937

(continued)



City of Solon, Ohio
Combined Balance Sheet
All Fund Types and Account Groups (continued)
December 31, 2002

Governmental Fund Types

Special Debt Capital
General Revenue Service Projects

Liabilities, Fund Equity and Other Credits
Liabilities
Accounts Payable $234,757 $38,138 $0 $0
Contracts Payable 0 0 4,275 1,747,688
Interfund Payable 0 0 0 0
Accrued Wages and Benefits 321,070 12,540 0 0
Compensated Absences Payable 75,412 5,288 0 0
Intergovernmental Payable 257,629 13,257 0 0
Deferred Revenue 1,907,009 992,602 4,642,602 783,480
Deposits Held and Due to Others 0 0 0 0
Accrued Interest Payable 0 0 0 8,334
Notes Payable 0 0 0 7,500,000
Claims Payable 112,531 0 0 0
OPWC Loan Payable 0 0 0 0
OWDA Loan Payable 0 0 0 0
General Obligation Bonds Payable 0 0 0 0
Special Assessment Debt with

Governmental Commitment 0 0 0 0
Total Liabilities 2,908,408 1,061,825 4,646,877 10,039,502
Fund Equity and Other Credits
Investment in General Fixed Assets 0 0 0 0
Contributed Capital 0 0 0 0
Retained Earnings:

Unreserved (Deficit) 0 0 0 0
Fund Balances:

Reserved for Encumbrances 380,450 39,809 0 11,549,328

Reserved for Inventory 355,450 0 0 0

Reserved for Unclaimed Monies 50,778 0 0 0

Unreserved:

Designated for Construction 7,000,000 0 0 0
Undesignated 26,549,474 3,942,570 1,995,644 1,768,345

Total Fund Equity and Other Credits 34,336,152 3,982,379 1,995,644 13,317,673
Total Liabilities, Fund Equity and Other Credits $37,244,560 $5,044,204 $6,642,521 $23,357,175

See accompanying notes to the general purpose financial statements



Proprietary Fiduciary
Fund Type Fund Types Account Groups
General General Totals
Trust and Fixed Long-Term (Memorandum
Enterprise Agency Assets Obligations Only)
$84,595 $1,704 $0 $0 $359,194
0 0 0 0 1,751,963
508,348 0 0 0 508,348
30,463 0 0 0 364,073
519,478 0 0 2,328,678 2,928,856
22,577 0 0 342,954 636,417
0 0 0 0 8,325,693
0 994,265 0 0 994,265
0 0 0 0 8,334
0 0 0 0 7,500,000
0 0 0 0 112,531
0 0 0 714,744 714,744
16,353,726 0 0 2,836,716 19,190,442
0 0 0 22,570,000 22,570,000
0 0 0 1,060,714 1,060,714
17,519,187 995,969 0 29,853,806 67,025,574
0 0 62,589,006 0 62,589,006
94,738,857 0 0 0 94,738,857
(52,822,255) 0 0 0 (52,822,255)
0 0 0 0 11,969,587
0 0 0 0 355,450
0 0 0 0 50,778
0 0 0 0 7,000,000
0 87,907 0 0 34,343,940
41,916,602 87,907 62,589,006 0 158,225,363
$59,435,789 $1,083,876 $62,589,006 $29,853,806 $225,250,937




City of Solon, Ohio
Combined Statement of Revenues, Expenditures
and Changes in Fund Balances
All Governmental Fund Types and Expendable Trust Funds
For the Year Ended December 31, 2002

Governmental Fund

Special Debt
General Revenue Service

Revenues
Municipal Income Taxes $21,324,203 $0 $0
Property Taxes 734,010 599,856 2,599,377
Other Local Taxes 643,448 0 0
Charges for Services 768,281 1,066,065 0
Fees, Licenses and Permits 658,765 158,863 83,298
Fines and Forfeitures 286,901 0 0
Intergovernmental 1,646,131 788,456 186,903
Special Assessments 0 0 820,074
Investment Income 3,174,847 0 0
Miscellaneous 67,828 11,502 0
Total Revenues 29,304,414 2,624,742 3,689,652
Expenditures
Current:

Security of Persons and Property 9,572,256 1,234,561 0

Public Health and Welfare 105,158 0 0

Leisure Time Activities 0 3,255,583 0

Community Environment 1,708,408 0 0

Basic Utility Services 1,377,269 89,753 0

Transportation 3,499,610 577,000 0

General Government 4,815,783 13,600 10,858
Capital Outlay 9,860 0 0
Debt Service:

Principal Retirement 0 0 2,257,847

Interest and Fiscal Charges 0 0 1,073,037

Refunding Bond Issuance Costs 0 0 90,645
Total Expenditures 21,088,344 5,170,497 3,432,387
Excess of Revenues Over (Under) Expenditures 8,216,070 (2,545,755) 257,265
Other Financing Sources (Uses)
Note Premium 0 0 0
Proceeds of Bonds 0 0 831,530
Bond Refunding Escrow 0 0 (2,860,468)
Operating Transfers In 0 2,553,817 0
Operating Transfers Out (4,580,540) 0 0
Total Other Financing Sources (Uses) (4,580,540) 2,553,817 (2,028,938)
Excess of Revenues and Other Financing Sources

Over (Under) Expenditures and Other Financing Uses 3,635,530 8,062 (1,771,673)
Fund Balances Beginning of Year - Restated Note 3 30,598,732 3,974,317 3,767,317
Increase in Reserve for Inventory 101,890 0 0
Fund Balances End of Year $34,336,152 $3,982,379 $1,995,644

See accompanying notes to the general purpose financial statements



Types

Totals
Capital Expendable (Memorandum
Projects Trust Only)

$6,470,888 $0 $27,795,091
437,116 0 4,370,359

0 0 643,448

29,847 0 1,864,193

0 0 900,926

0 0 286,901
4,049,358 0 6,670,848
0 0 820,074

0 0 3,174,847

145,156 12,306 236,792
11,132,365 12,306 46,763,479
0 1,322 10,808,139

0 0 105,158

0 3,459 3,259,042

0 1,415 1,709,823

0 0 1,467,022

0 0 4,076,610

80,072 67 4,920,380
25,384,527 0 25,394,387
2,390,972 0 4,648,819
228,390 0 1,301,427

0 0 90,645
28,083,961 6,263 57,781,452
(16,951,596) 6,043 (11,017,973)
35,810 0 35,810
11,363,991 0 12,195,521
0 0 (2,860,468)
2,350,000 0 4,903,817
(1,500,000) 0 (6,080,540)
12,249,801 0 8,194,140
(4,701,795) 6,043 (2,823,833)
18,019,468 81,864 56,441,698
0 0 101,890
$13,317,673 $87,907 $53,719,755




City of Solon, Ohio
Combined Statement of Revenues, Expenditures and Changes
In Fund Balances - Budget (Non-GAAP Basis) and Actual
All Governmental Fund Types and Expendable Trust Funds
For the Year Ended December 31, 2002

General Fund

Budgeted Amounts Variance
Favorable
Original Final Actual (Unfavorable)
Revenues
Municipal Income Taxes $23,568,754  $22,000,000  $21,411,541 ($588,459)
Property Taxes 767,247 724,448 727,501 3,053
Other Local Taxes 369,898 350,600 643,448 292,848
Charges for Services 406,460 380,540 778,124 397,584
Fees, Licenses and Permits 645,265 611,600 655,494 43,894
Fines and Forfeitures 296,467 281,000 286,045 5,045
Intergovernmental 1,206,393 1,146,223 1,579,707 433,484
Special Assessments 0 0 0 0
Investment Income 2,141,740 2,030,000 2,834,349 804,349
Miscellaneous 4,537 4,300 67,828 63,528
Total Revenues 29,406,761 27,528,711 28,984,037 1,455,326
Expenditures
Current:

Security of Persons and Property 10,419,947 10,419,947 9,779,505 640,442

Public Health and Welfare 110,316 110,316 105,158 5,158

Leisure Time Activities 0 0 0 0

Community Environment 2,092,158 2,092,158 1,798,918 293,240

Basic Utility Services 1,447,426 1,447,426 1,364,470 82,956

Transportation 3,697,797 3,697,797 3,593,445 104,352

General Government 5,298,724 5,298,724 4,842,594 456,130

Capital Outlay 0 0 0 0
Debt Service:

Principal Retirement 0 0 0 0

Interest and Fiscal Charges 0 0 0 0

Refunding Bond Issuance Costs 0 0 0 0
Total Expenditures 23,066,368 23,066,368 21,484,090 1,582,278
Excess of Revenues Over

(Under) Expenditures 6,340,393 4,462,343 7,499,947 3,037,604

Other Financing Sources (Uses)
Proceeds of Notes 0 0 0 0
Bond Refunding Escrow 0 0 0 0
Proceeds of Bonds 0 0 0 0
Advances In 90,360 90,360 90,360 0
Operating Transfers In 0 0 0 0
Operating Transfers Out (16,280,573)  (15,845,250) (4,580,540) 11,264,710
Total Other Financing Sources (Uses) (16,190,213)  (15,754,890) (4,490,180) 11,264,710
Excess of Revenues and Other

Financing Sources Over (Under)

Expenditures and Other Financing Uses (9,849,820)  (11,292,547) 3,009,767 14,302,314
Fund Balances Beginning of Year 27,717,952 27,717,952 27,717,952 0
Prior Year Encumbrances Appropriated 511,963 511,963 511,963 0
Fund Balances End of Year $18,380,095  $16,937,368  $31,239,682  $14,302,314
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Special Revenue Funds Debt Service Funds

Budgeted Amounts Variance Budgeted Amounts Variance
Favorable Favorable
Original Final Actual (Unfavorable) Original Final Actual (Unfavorable)
$0 $0 $0 $0 $0 $0 $0 $0
608,738 609,738 599,856 (9,882) 2,633,533 2,633,533 2,599,377 (34,156)
0 0 0 0 0 0 0 0
1,059,860 1,116,200 1,065,800 (50,400) 0 0 0 0
173,000 173,000 207,064 34,064 100,000 100,000 83,298 (16,702)
0 0 0 0 0 0 0 0
780,200 780,200 787,088 6,888 276,093 276,093 276,093 0
0 0 0 0 900,000 900,000 820,074 (79,926)
0 0 0 0 0 0 0 0
19,000 20,800 11,502 (9,298) 0 0 0 0
2,640,798 2,699,938 2,671,310 (28,628) 3,909,626 3,909,626 3,778,842 (130,784)
1,507,500 1,507,500 1,234,561 272,939 0 0 0 0
0 0 0 0 0 0 0 0
3,726,799 3,807,105 3,327,036 480,069 0 0 0 0
0 0 0 0 0 0 0 0
100,000 100,000 89,553 10,447 0 0 0 0
577,000 577,000 577,000 0 0 0 0 0
100,000 100,000 13,600 86,400 209,230 209,230 6,583 202,647
0 0 0 0 0 0 0 0
0 0 0 0 3,109,630 9,353,230 9,257,847 95,383
0 0 0 0 1,411,302 1,411,302 1,263,137 148,165
0 0 0 0 90,645 90,645 90,645 0
6,011,299 6,091,605 5,241,750 849,855 4,820,807 11,064,407 10,618,212 446,195
(3,370,501) (3,391,667) (2,570,440) 821,227 (911,181) (7,154,781) (6,839,370) 315,411
0 0 0 0 0 5,000,000 5,035,810 35,810
0 0 0 0 (2,860,468) (2,860,468) (2,860,468) 0
0 0 0 0 2,724,875 2,896,630 2,896,630 0
0 0 0 0 0 0 0 0
2,525,000 2,528,000 2,553,817 25,817 0 0 0 0
0 0 0 0 0 0 0 0
2,525,000 2,528,000 2,553,817 25,817 (135,593) 5,036,162 5,071,972 35,810
(845,501) (863,667) (16,623) 847,044 (1,046,774) (2,118,619) (1,767,398) 351,221
3,864,246 3,864,246 3,864,246 0 3,767,317 3,767,317 3,767,317 0
102,005 102,005 102,005 0 0 0 0 0
$3,120,750 $3,102,584 $3,949,628 $847,044 $2,720,543 $1,648,698 $1,999,919 $351,221

(continued)
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City of Solon, Ohio

Combined Statement of Revenues, Expenditures and Changes
In Fund Balances - Budget (Non-GAAP Basis) and Actual
All Governmental Fund Types and Expendable Trust Funds (continued)
For the Year Ended December 31, 2002

Revenues

Municipal Income Taxes
Property Taxes

Other Local Taxes
Charges for Services
Fees, Licenses and Permits
Fines and Forfeitures
Intergovernmental
Special Assessments
Investment Income
Miscellaneous

Total Revenues

Expenditures

Current:
Security of Persons and Property
Public Health and Welfare
Leisure Time Activities
Community Environment
Basic Utility Services
Transportation
General Government

Capital Outlay

Debt Service:
Principal Retirement
Interest and Fiscal Charges
Refunding Bond Issuance Costs

Total Expenditures

Excess of Revenues Over
(Under) Expenditures

Other Financing Sources (Uses)
Proceeds of Notes

Bond Refunding Escrow
Proceeds of Bonds

Advances In

Operating Transfers In

Operating Transfers Out

Total Other Financing Sources (Uses)

Excess of Revenues and Other
Financing Sources Over (Under)

Expenditures and Other Financing Uses

Fund Balances Beginning of Year

Prior Year Encumbrances Appropriated

Fund Balances End of Year

Capital Projects Funds

Budgeted Amounts Variance
Favorable

Original Final Actual (Unfavorable)
$6,814,600 $6,705,250 $6,500,000 ($205,250)
441,783 441,783 437,116 (4,667)

0 0 0 0

18,000 18,000 30,050 12,050

0 0 0 0

0 0 0 0
5,169,667 5,518,267 4,122,794 (1,395,473)
0 0 0 0

0 0 0 0

0 60,000 145,156 85,156
12,444,050 12,743,300 11,235,116 (1,508,184)
0 0 0 0

0 0 0 0

0 0 0 0

0 0 0 0

0 0 0 0

0 0 0 0

80,072 80,072 80,072 0
46,929,840 49,115,501 38,013,053 11,102,448
2,391,100 2,391,100 2,390,972 128
75,000 75,000 74,900 100

0 0 0 0
49,476,012 51,661,673 40,558,997 11,102,676
(37,031,962)  (38,918,373) _ (29,323,881) 9,694,492
2,500,000 2,500,000 2,500,000 0
0 0 0 0
7,290,072 9,293,072 9,298,891 5,819
0 0 0 0
10,750,000 10,750,000 2,350,000 (8,400,000)
(1,500,000) (1,500,000) (1,500,000) 0
19,040,072 21,043,072 12,648,891 (8,394,181)
(17,991,890) (17,875,301)  (16,674,990) 1,200,311
19,207,806 19,207,806 19,207,806 0
6,098,601 6,098,601 6,098,601 0
$7,314,517 $7,431,106 $8,631,417 $1,200,311

See accompanying notes to the general purpose financial statements
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Expendable Trust Funds

Totals (Memorandum Only)

Budgeted Amounts Variance Budgeted Amounts Variance
Favorable Favorable

Original Final Actual (Unfavorable) Original Final Actual (Unfavorable)
$0 $0 $0 $0  $30,383,354  $28,705,250  $27,911,541 ($793,709)
0 0 0 0 4,451,301 4,409,502 4,363,850 (45,652)

0 0 0 0 369,898 350,600 643,448 292,848

0 0 0 0 1,484,320 1,514,740 1,873,974 359,234

0 0 0 0 918,265 884,600 945,856 61,256

0 0 0 0 296,467 281,000 286,045 5,045
0 0 0 0 7,432,353 7,720,783 6,765,682 (955,101)
0 0 0 0 900,000 900,000 820,074 (79,926)

0 0 0 0 2,141,740 2,030,000 2,834,349 804,349
21,500 21,500 12,306 (9,194) 45,037 106,600 236,792 130,192
21,500 21,500 12,306 (9,194) 48,422,735 46,903,075 46,681,611 (221,464)
3,000 3,000 1,322 1,678 11,930,447 11,930,447 11,015,388 915,059

0 0 0 0 110,316 110,316 105,158 5,158
23,225 23,225 6,541 16,684 3,750,024 3,830,330 3,333,577 496,753
50,000 50,000 1,415 48,585 2,142,158 2,142,158 1,800,333 341,825
0 0 0 0 1,547,426 1,547,426 1,454,023 93,403

0 0 0 0 4,274,797 4,274,797 4,170,445 104,352

8,000 8,000 67 7,933 5,696,026 5,696,026 4,942,916 753,110

0 0 0 0 46,929,840 49,115,501 38,013,053 11,102,448

0 0 0 0 5,500,730 11,744,330 11,648,819 95,511

0 0 0 0 1,486,302 1,486,302 1,338,037 148,265

0 0 0 0 90,645 90,645 90,645 0
84,225 84,225 9,345 74,880 83,458,711 91,968,278 77,912,394 14,055,884
(62,725) (62,725) 2,961 65,686 (35,035,976) _ (45,065,203)  (31,230,783) 13,834,420
0 0 0 0 2,500,000 7,500,000 7,535,810 35,810

0 0 0 0 (2,860,468) (2,860,468) (2,860,468) 0

0 0 0 0 10,014,947 12,189,702 12,195,521 5,819

0 0 0 0 90,360 90,360 90,360 0

0 0 0 0 13,275,000 13,278,000 4,903,817 (8,374,183)

0 0 0 0 (17,780,573)  (17,345,250) (6,080,540) 11,264,710

0 0 0 0 5,239,266 12,852,344 15,784,500 2,932,156
(62,725) (62,725) 2,961 65,686 (29,796,710)  (32,212,859) (15,446,283) 16,766,576
81,864 81,864 81,864 0 54,639,185 54,639,185 54,639,185 0
2,225 2,225 2,225 0 6,714,794 6,714,794 6,714,794 0
$21,364 $21,364 $87,050 $65,686  $31,557,269  $29,141,120  $45,907,696  $16,766,576
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City of Solon, Ohio
Combined Statement of Revenues, Expenses
and Changes in Fund Equity
Proprietary Fund Type
For the Year Ended December 31, 2002

Enterprise

Operating Revenues
Charges for Services $6,171,734
Tap-in Fees 508,054
Other 19,082
Total Operating Revenues 6,698,870
Operating Expenses
Personal Services 2,245,026
Materials and Supplies 474,376
Contractual Services 488,361
Depreciation 1,485,927
Other 304,781
Total Operating Expenses 4,998,471
Operating Income 1,700,399
Non-Operating Expenses
Interest and Fiscal Charges (275,671)
Income Before Operating Transfers 1,424,728
Operating Transfers In 1,176,723
Net Income 2,601,451
Retained Earnings (Deficit) Beginning

of Year - Restated Note 3 (55,423,706)
Retained Earnings (Deficit) End of Year (52,822,255)
Contributed Capital Beginning and End of Year 94,738,857
Total Fund Equity End of Year $41,916,602

See accompanying notes to the general purpose financial statements
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City of Solon, Ohio

Combined Statement of Cash Flows

Proprietary Fund Type

For the Year Ended December 31, 2002

Increase (Decrease) in Cash and Cash Equivalents

Cash Flows from Operating Activities

Cash Received from Customers

Cash Received from Tap-in Fees

Cash Received from Other Sources

Cash Payments for Goods and Services

Cash Payments to Employees for Services and Benefits
Cash Payments for Other Operating Expenses

Net Cash Provided by Operating Activities

Cash Flows from Noncapital Financing Activities
Transfer In
Advances Out

Net Cash Provided by (Used for) Noncapital
Financing Activities

Cash Flows from Capital and Related Financing Activities

Acquisition of Capital Assets
Principal Paid OWDA Loans
Interest Paid on OWDA Loans

Net Cash Used In Capital and Related Financing Activities

Net Increase in Cash and Cash Equivalents

Cash and Cash Equivalents Beginning of Year

Cash and Cash Equivalents End of Year

-15-

Enterprise

$6,142,604

505,154

19,082
(951,999)
(2,245,958)
(304,781)

3,164,102

1,176,723
(90,360)

1,086,363

(2,237,089)
(521,831)
(275,671)

(3,034,591)

1,215,874

6,728,216

$7,944,090

(continued)



City of Solon, Ohio
Combined Statement of Cash Flows
Proprietary Fund Type (continued)
For the Year Ended December 31, 2002

Reconciliation of Operating Income to Net
Cash Provided by Operating Activities

Operating Income

Adjustments:

Depreciation

(Increase)/Decrease in Assets:
Accounts Receivable
Intergovernmental Receivable
Materials and Supplies Inventory

Increase/(Decrease) in Liabilities:
Accounts Payable
Accrued Wages and Benefits
Compensated Absences Payable
Intergovernmental Payable

Total Adjustments

Net Cash Provided by Operating Activities

See accompanying notes to the general purpose financial statements
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Enterprise

$1,700,399

1,485,927

(125,425)
92,303
9,297

1,441

(1,709)
36
1,833

1,463,703

$3,164,102




City of Solon, Ohio

Combined Statement of Revenues, Expenses and Changes

In Fund Equity - Budget (Non-GAAP Basis) and Actual

Proprietary Fund Type

For the Year Ended December 31, 2002

Revenues

Charges for Services
Tap-In Fees
Other

Total Revenues

Expenses

Personal Services
Materials and Supplies
Contractual Services
Other

Capital Outlay

Debt Service:

Principal Retirement
Interest and Fiscal Charges

Total Expenses

Excess of Revenues Under Expenses

Advances Out
Operating Transfers In
Operating Transfers Out

Excess of Revenues Over (Under) Expenses
and Operating Transfers and Advances

Fund Equity Beginning of Year
Prior Year Encumbrances Appropriated

Fund Equity End of Year

Enterprise Funds

Budgeted Amounts Variance

Favorable
Original Final Actual (Unfavorable)
$6,365,671 $6,417,250 $6,141,512 ($275,738)
400,000 400,000 505,154 105,154
21,000 21,000 19,082 (1,918)
6,786,671 6,838,250 6,665,748 (172,502)
2,300,896 2,306,731 2,247,917 58,814
552,427 554,370 473,850 80,520
1,072,524 1,074,708 685,095 389,613
313,921 401,083 312,438 88,645
3,549,131 3,662,779 2,789,711 773,068
1,034,908 1,034,908 521,831 513,077
560,101 560,101 275,671 284,430
9,383,908 9,494,680 7,306,513 2,188,167
(2,597,237) (2,656,430) (640,765) 2,015,665
(89,507) (90,360) (90,360) 0
2,280,000 2,280,000 1,176,723 (1,103,277)
(150,000) (150,000) 0 150,000
(556,744) (616,790) 445,598 1,062,388
5,878,578 5,878,578 5,878,578 0
851,022 851,022 851,022 0
$6,172,856 $6,112,810 $7,175,198 $1,062,388

See accompanying notes to the general purpose financial statements

-17 -



City of Solon, Ohio
Notes to the General Purpose Financial Statements
For Year Ended December 31, 2002

Note 1 - Reporting Entity and Basis of Presentation

The City of Solon is a home rule municipal corporation established under the laws of the State of Ohio
which operates under its own Charter. The current Charter, which provides for a mayor-council form of
government, was adopted November 2, 1954. The mayor is elected for a four-year term and seven
Council members are elected at large for four year staggered terms.

A reporting entity is comprised 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 Solon consists of all funds, departments, boards and agencies that are not legally separate from the
City. For the City of Solon this includes: police and fire protection, emergency medical, parks and
recreation, planning, zoning, street maintenance and repair, a public golf course, sanitation system and
general administrative services.

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 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 for which
the City approves the budget, the issuance of debt, or the levying of taxes. The City has no
component units.

The City participates in a shared risk pool and a jointly governed organization. These organizations
are the Northern Ohio Risk Management Association and the Northeast Ohio Public Energy Council.
These organizations are presented in Notes 16 and 17 to the general purpose financial statements.

Note 2 - Summary of Significant Accounting Policies

The financial statements of the City have been prepared in conformity with generally accepted
accounting principles (GAAP) as applied to governmental units. The Governmental Accounting
Standards Board (GASB) is the accepted standard-setting body for establishing governmental
accounting and financial reporting principles. The City also applies Financial Accounting Standards
Board (FASB) statements and interpretations issued on or before November 30, 1989, to its
proprietary activities 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.

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
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City of Solon, Ohio
Notes to the General Purpose Financial Statements
For Year Ended December 31, 2002

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 expendable available 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 of the City are financed. The acquisition, use and balances of the City's expendable financial
resources and the related current liabilities (except those accounted for in proprietary funds) are
accounted for through governmental funds. The following are the City's governmental fund types:

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

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

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

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

Proprietary Fund Type Proprietary funds are used to account for the City's ongoing activities which
are similar to those found in the private sector. The following is the City's proprietary fund type:

Enterprise Funds This fund is 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 it has been 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.

Fiduciary Fund Types Fiduciary funds are used to account for assets held by the City in a trustee
capacity or as an agent for individuals, private organizations, other governmental units and/or other
funds. There are two types of fiduciary funds, trust and agency. The City has two expendable trust
funds which 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:
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City of Solon, Ohio
Notes to the General Purpose Financial Statements
For Year Ended December 31, 2002

General Fixed Assets Account Group This account group accounts for all general fixed
assets of the City other than those accounted for in proprietary funds.

General Long-Term Obligations Account Group This account group accounts for all
unmatured long-term indebtedness of the City that is not a specific liability of proprietary funds,
including special assessment debt for which the City is obligated in some manner.

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 fund types 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
presentincreases (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 statements presentincreases (i.e.,
revenues) and decreases (i.e., 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 followed for the governmental, expendable trust and
agency funds. The full accrual basis of accounting is followed for the proprietary fund.

Revenues — Exchange and Nonexchange Transactions Revenue resulting from exchange
transactions, in which each party gives and receives essentially equal value, is recorded on the accrual
basis when the exchange takes place. On a modified accrual basis, revenue is recorded in the fiscal
year in which the resources are measurable and become available. Available means that the
resources will be collected within the current fiscal year or are expected to be collected soon enough
thereafter to be used to pay liabilities of the current fiscal year. For the City, available means expected
to be received within thirty-one days of year-end.

Non-exchange transactions, in which the City receives value without directly giving equal value in
return, include income taxes, property taxes, grants, entitlements and donations. On an accrual basis,
revenue from income taxes is recognized in the year in which the exchange on which the tax is
imposed takes place. Revenue from property taxes is recognized in the fiscal year for which the taxes
are levied. (See Note 7) Revenue from grants, entitlements and donations is recognized in the fiscal
year in which all eligibility requirements have been satisfied. Eligibility requirements include timing
requirements, which specify the year when the resources are required to be used or the fiscal year
when use is first permitted, matching requirements, in which the City must provide local resources to
be used for a specified purpose, and expenditure requirements, in which the resources are provided to
the City on a reimbursement basis. On a modified accrual basis, revenue from non-exchange
transactions must also be available before it can be recognized.
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City of Solon, Ohio
Notes to the General Purpose Financial Statements
For Year Ended December 31, 2002

Under the modified accrual basis, the following revenue sources are considered to be both measurable
and available at year-end: income tax, state-levied locally shared taxes, interest, grants, fees and
rentals.

Deferred Revenue Deferred revenue arises when assets are recognized before revenue recognition
criteria have been satisfied.

Property taxes for which there is an enforceable legal claim as of December 31, 2002, but which were
levied to finance year 2003 operations, have been recorded as deferred revenue. Grants and
entitlements received before eligibility requirements are met are also recorded as deferred revenue.
On the modified accrual basis, receivables that will not be collected within the available period have
also been reported as deferred revenue.

Expenses/Expenditures On the accrual basis of accounting, expenses are recognized at the time
they are incurred.

The measurement focus of governmental fund accounting is on decreases in net financial resources