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MANAGEMENT’S DISCUSSION AND ANALYSIS 
 

The following Management’s Discussion and Analysis (MD&A) section of the Franklin Park 
Conservatory’s financial report represents a discussion and analysis of the Conservatory’s financial 
performance during the fiscal years ended December 31, 2002 and 2001.  Please read it in 
conjunction with the Conservatory’s financial statements, which follow this section. 

 
OVERVIEW OF THE FINANCIAL STATEMENTS 

The Conservatory accounts for all transactions under a single enterprise fund and the financial 
statements are prepared using proprietary fund (enterprise fund) accounting.  Under this method of 
accounting, an economic resources measurement focus and an accrual basis of accounting are used.  
Revenue is recorded when earned and expenses are recorded when incurred.  The financial 
statements include a statement of net assets, a statement of revenues, expenses, and changes in net 
assets, and a statement of cash flows.  These are followed by notes to the financial statements. 

The Statement of Net Assets presents information on the assets and liabilities, with the difference 
between the two reported as net assets.  Over time, increases or decreases in net assets may serve as 
a useful indicator of whether the financial position of the Conservatory is improving or 
deteriorating. 

The Statement of Revenues, Expenses and Changes in Net Assets reports the operating revenues and 
expenses and non-operating revenue and expenses of the Conservatory for the fiscal year with the 
difference being combined with any capital contributions to determine the change in net assets for 
the fiscal year.  

The Statement of Cash Flows reports cash and cash equivalent activities for the fiscal year resulting 
from operating activities, capital and related financing activities, and investing activities.  The net 
result of these activities added to the beginning of the year’s cash and cash equivalents balance 
reconciles to the cash and cash equivalents balance at the end of the current fiscal year. 

- 2 - 



Financial Position 

The following summarizes the Conservatory’s financial position as of December 31, 2002 and 2001: 

2002 2001 % Change

ASSETS:
  Current assets 508,562$    412,800$    23.20 %
  Capital assets 5,351,532   5,563,688   (3.81)%
  Other noncurrent assets 179,231      159,868      12.11 %

           Total assets 6,039,325$ 6,136,356$ (1.58)%

LIABILITIES:
  Current liabilities 451,881$    351,258$    28.65 %
  Noncurrent liabilities 93,292        101,725      (8.29)%
           Total liabilities 545,173      452,983      20.35 %

NET ASSETS:
  Investment in capital assets,
    net of related debt 5,347,296   5,555,662   (3.75)%
  Restricted assets 321,149      328,896      (2.36)%
  Unrestricted net assets (174,293)     (201,185)     (13.37)%
           Total net assets 5,494,152   5,683,373   (3.33)%

Total liabilities and net assets 6,039,325$ 6,136,356$ (1.58)%
 

Capital Assets—During fiscal year 2002, the Conservatory expended $120,248 on capital assets.  
This included $12,681 for polyhut improvements, $19,052 for catwalk extensions, $66,798 for 
permanent improvements to the exhibits, and $21,717 for two vehicles. 

Long-Term Liabilities—At December 31, 2002 and 2001, the Conservatory had long-term liabilities 
of $93,292 and $101,725, respectively.  In 2002, this included $350 in capital lease obligations and 
$92,942 in accrued vacation and sick leave.   

Net Assets—The Conservatory’s assets exceeded liabilities by $5.5 million.  The largest portion of 
the Conservatory’s net assets each year ($5.3 million or 97.3% at December 31, 2002) represents its 
investment in capital assets, less related debt outstanding used to acquire those capital assets.  The 
Conservatory uses these assets to provide services to its visitors; consequently, these assets are not 
available for future spending. 

An additional portion of the Conservatory’s net assets represents resources that are subject to 
restrictions as follows:  Friends of the Conservatory $143,249, an endowment fund held at the 
Columbus Foundation $144,791, an endowment fund from Annie’s Fund for the Creative Arts of 
$31,109, and an endowment for the Master Plan Gateway Fund of $2,000.  The deficiency in 
unrestricted net assets decreased $26,892 from the prior year.  The fluctuation is due to changes in 
revenue and expenses as described below. 
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Financial Information 

Revenue   

The following chart shows the major sources of revenue for the year ended December 31, 2002. 

City Revenue
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County Revenue
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Donations and Grants
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The following schedule presents a summary of revenues for the fiscal years ended December 31, 
2002 and 2001. 

Increase
2002 2001  (Decrease)

Operating Revenues:
  Charges for goods and services 1,318,600$ 1,254,800$ 63,800$     
Non-operating Revenues:
  City revenue 900,894      1,091,000   (190,106)    
  County revenue 354,000      414,714      (60,714)      
Donations and grants 684,149      612,279      71,870       

Total revenue 3,257,643$ 3,372,793$ (115,150)$  

 
Revenue for 2002 decreased 3.41% from the previous year.  However, the decrease is largely the 
result of decreases in governmental funding.  The City of Columbus decreased its support by 17.4% 
or $190,000.  The decrease is mainly due to the increasing budget cuts experienced at the City level.  
Including capital contributions of $61,000, the total County revenue remained consistent with 2001. 
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Charges for Services revenues increased 5.08%.  Membership sales increased 14% or $22,600.  The 
Conservatory and the Columbus Museum of Art marketed a joint membership and we have earned 
over $8,000 from this promotion.  Our largest increase came in our facility rental area.  Sales in this 
area increased $95,000 over 2001, an increase of 31%.  Admissions are made up of individual ticket 
sales and group sales.  Individual ticket sales increased by 6.9% over 2001, however, group sales 
decreased by 24.1%.  School groups make up a large part of our attendance and this area lagged in 
2002.  Many schools faced budget cuts and field trips were reduced or eliminated.  Other cultural 
institutions in Franklin County experienced the same decreases. 

Donations and grants increased 11.7% over 2001.  This increase is mainly due to increases of 
$74,500 in corporate sponsorships and $97,000 in fundraising events. 

Due to decreases in governmental funding, we continue to develop ways to increase our income 
within the Conservatory.  This is an area where income opportunities exist and we continually focus 
on growth in this area. 

Expenses  

The following chart shows the major categories of operating expenses for the year ended 
December 31, 2002. 
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The following schedule presents a summary of expenses for the fiscal years ended December 31, 
2002 and 2001: 

Increase/ 
2002 2001 Decrease

Personnel 2,045,167$ 2,144,680$ (99,513)$    
Administrative 85,953        89,576        (3,623)        
Contract services 98,670        73,561        25,109       
Development department 237,390      238,134      (744)           
Education department 36,428        68,764        (32,336)      
Facilities management 146,590      116,501      30,089       
Horticulture and engineering 163,536      166,552      (3,016)        
Insurance 61,414        53,509        7,905         
Special exhibits department 101,146      176,559      (75,413)      
Utilities 184,261      247,144      (62,883)      
Gift shop 29,061        30,919        (1,858)        
Grants                  5,281          (5,281)        
Other 198             17,585        (17,387)      

Total operating expenses 3,189,814$ 3,428,765$ (238,951)$  
 

Due to the reduction in governmental funding, all departments closely monitored their spending 
needs throughout the year.  Overall, 2002 expenses were 7% less than 2001 expenses.  Personnel 
expense decreased 4.6%.  Many personnel changes occurred.  Departments were realigned and when 
personnel left the organization, they were often not replaced.  Contract services was 34% larger than 
2001.  The Conservatory reduced the number of security officers at night and hired a security 
company to cover those hours.  This expense was included in contract services.  Personnel expense 
was reduced as a result of this change.  Educational expenses decreased in comparison to 2001 due 
to a change in the butterfly program.  Utility expenses were less than 2001 because of a natural gas 
contract that was entered into to reduce our gas rates.  
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TOTAL LIABILITIES AND NET ASSETS 6,039,325$   6,136,356$   

See notes to financial statements.

FRANKLIN PARK CONSERVATORY
JOINT RECREATION DISTRICT

STATEMENTS OF NET ASSETS
DECEMBER 31, 2002 AND 2001

ASSETS 2002 2001
CURRENT ASSETS:
  Cash and cash equivalents 224,097$      167,055$      
  Restricted cash and cash equivalents 33,109          25,000          
  Investments 143,249        154,468        
  Receivables 53,271          15,669          
  Prepaids 13,199          10,539          
  Inventory 41,637          40,069          

           Total current assets 508,562        412,800        

NON-CURRENT ASSETS:
  Capital assets 8,154,934     8,034,686     
  Accumulated depreciation (2,803,402)    (2,470,998)    

           Total capital assets net of accumulated depreciation 5,351,532     5,563,688     

  Other non-current assets 179,231        159,868        

           Total non-current assets 5,530,763     5,723,556     

TOTAL ASSETS 6,039,325$   6,136,356$   

LIABILITIES AND NET ASSETS

CURRENT LIABILITIES:
  Accounts payable 129,924$      88,526$        
  Deferred revenue 10,934          1,354            
  Customer deposits 205,200        146,390        
  Accrued payroll 101,937        110,975        
  Current obligation under capital lease 3,886            4,013            

           Total current liabilities 451,881        351,258        

NON-CURRENT LIABILITIES:
  Accrued vacation and sick 92,942          97,712          
  Long-term obligation under capital lease 350               4,013                          
           Total non-current liabilities 93,292          101,725        

           Total liabilities 545,173        452,983        

NET ASSETS:
  Invested in capital assets, net of related debt 5,347,296     5,555,662     
  Restricted:
    Columbus Foundation 144,791        149,428        
    Expendable endowments 176,358        179,468        

           Total restricted net assets 321,149        328,896        

  Unrestricted net assets (deficiency) (174,293)       (201,185)       

           Total net assets 5,494,152     5,683,373     
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FRANKLIN PARK CONSERVATORY
JOINT RECREATION DISTRICT

STATEMENTS OF REVENUES, 
EXPENSES AND CHANGES IN NET ASSETS
FOR THE YEARS ENDED DECEMBER 31, 2002 AND 2001

2002 2001

OPERATING REVENUES—Charges for goods and services 1,318,600$   1,254,800$   

OPERATING EXPENSES:
  Personnel 2,045,167     2,144,680     
  Administrative 85,953          89,576          
  Contract services 98,670          73,561          
  Development 237,390        238,134        
  Education 36,428          68,764          
  Facilities management 146,590        116,501        
  Horticulture and engineering 163,536        166,552        
  Insurance 61,414          53,509          
  Special exhibits 101,146        176,559        
  Utilities 184,261        247,144        
  Gift shop 29,061          30,919          
  Grants                    5,281            
  Other 198               17,585          

           Total operating expenses 3,189,814     3,428,765     

OPERATING LOSS BEFORE DEPRECIATION (1,871,214)   (2,173,965)   

DEPRECIATION 332,404        321,199        

OPERATING LOSS (2,203,618)   (2,495,164)   

NON-OPERATING REVENUE:
  Intergovernmental: 
    City 900,894        1,091,000     
    County 354,000        414,714        
    Donations and grants 684,149        612,279        
  Investment income 3,982            15,843          

           Total non-operating revenue 1,943,025     2,133,836     

LOSS BEFORE CAPITAL CONTRIBUTIONS (260,593)      (361,328)      

CAPITAL CONTRIBUTIONS 71,372          60,012          

CHANGES IN NET ASSETS—Decrease in net assets (189,221)      (301,316)      
   
NET ASSETS—Beginning of year 5,683,373     5,984,689     

NET ASSETS—End of year 5,494,152$   5,683,373$   

See notes to financial statements.
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FRANKLIN PARK CONSERVATORY
JOINT RECREATION DISTRICT

STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2002 AND 2001

2002 2001
CASH FLOWS FROM OPERATING ACTIVITIES:
  Cash received from customers 1,259,790$   1,311,508$   
  Cash paid to employees (2,054,205)    (2,095,701)    
  Cash paid to others (1,022,649)    (1,420,649)    

           Net cash used in operating activities (1,817,064)    (2,204,842)    

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES:
  Cash received from governmental entities 1,254,894     1,505,714     
  Cash received from donations and grants 684,149        612,279        
           
           Net cash provided by noncapital financing activities 1,939,043     2,117,993     

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES:
  Purchases of property, plant and equipment (120,248)       (142,550)       
  Contributed capital 71,372          60,012          
  Membership payments to WOW! (17,600)         
  Payments on capital lease obligations (4,688)           (9,281)           

           Net cash used in capital and related financing activities (71,164)         (91,819)         

CASH FLOWS FROM INVESTING ACTIVITIES:
  Interest and dividends received on cash and investments 16,707          21,436          
  Purchase of investments (72,783)         (79,320)         
  Sale of investments 70,412          81,217          

           Net cash flows from investing activities 14,336          23,333          

INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS 65,151          (155,335)       

CASH AND CASH EQUIVALENTS—Beginning of year 192,055        347,390        

CASH AND CASH EQUIVALENTS—End of year (including restricted cash of $33,109
  and $25,000 in 2002 and 2001, respectively) 257,206$      192,055$      

RECONCILIATION OF OPERATING INCOME TO NET CASH 
  USED IN OPERATING ACTIVITIES:
  Operating loss (2,203,618)$  (2,495,164)$  
  Adjustments to reconcile loss from operations to net cash 
    used in operating activities:
    Depreciation 332,404        321,199        
    (Increase) decrease in assets:
      Accounts receivable (37,602)         (9,817)           
      Prepaids (2,660)           6,350            
      Inventory (1,568)           (5,265)           
    Increase (decrease) in liabilities:                    
      Accounts payable 41,398          (118,015)       
      Deferred revenue 9,580            (7,578)           
      Customer deposits 58,810          54,469          
      Accrued payroll (13,808)         48,979          

Net cash used in operating activities (1,817,064)$  (2,204,842)$  

See notes to financial statements.
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FRANKLIN PARK CONSERVATORY
JOINT RECREATION DISTRICT

STATEMENT OF NET ASSETS—AGENCY FUND
DECEMBER 31, 2002

ASSETS

Restricted cash 25,658$ 
Deposit with contractor 73,461   

           Total assets 99,119$ 

LIABILITIES AND NET ASSETS

Liabilities—Deposits due to WOW! 99,119$ 
  
Net assets -             

TOTAL LIABILITIES AND NET ASSETS 99,119$ 

See notes to financial statements.

 



FRANKLIN PARK CONSERVATORY 
JOINT RECREATION DISTRICT 

NOTES TO FINANCIAL STATEMENTS 
FOR THE YEARS ENDED DECEMBER 31, 2002 AND 2001 

1. REPORTING ENTITY 

The City of Columbus (City) and Franklin County (County) agreed in 1990 to establish the Franklin 
Park Conservatory Joint Recreation District (the “Conservatory”) pursuant to the authority contained 
in Section 755.14 (B) of the Ohio Revised Code (ORC) upon the conclusion of Ameriflora 1992, 
Inc.’s horticulture exposition held at Franklin Park Conservatory.  The original agreement allows the 
Conservatory to exist for a term of 40 years ending August 31, 2032.  However, the City and County 
may renew and extend the agreement for additional successive terms of 10 years, with the title to the 
Conservatory’s assets reverting back to the City at the end of the agreement. 

The Conservatory is governed by a 17-member board, eight of whom shall be appointed by the City 
of Columbus’ Mayor subject to confirmation by the City Council and six appointed by Franklin 
County.  Additionally, the Governor, the Speaker of the House of Representatives, and the President 
of the Senate of the State of Ohio shall each appoint one member to the Conservatory board.  State 
appointed members are non-voting members if they also serve as members of the Ohio General 
Assembly; no member presently serves both roles. 

The accompanying financial statements comply with the provisions of Governmental Accounting 
Standards Board (GASB) Statement No. 14, The Financial Reporting Entity, in that the financial 
statements include all organizations, activities, and functions for which the Conservatory is 
financially accountable.  Financial accountability is defined as the appointment of a voting majority 
of a component unit’s board and either (i) the Conservatory’s ability to impose its will over a 
component unit, or (ii) the possibility that the component unit will provide a financial benefit or 
impose a financial burden on the Conservatory.  On that basis, the reporting entity of the 
Conservatory includes the Friends of the Conservatory as a blended component unit. 

Friends of the Conservatory—In July 1999, the Conservatory created Friends of the Conservatory 
(Friends), a separate legal not for profit corporation, in accordance with section 501(c)(3) of the 
Internal Revenue Code, to support the common good of the general public through the support and 
assistance of and cooperation with the Conservatory.  Although it is legally separate from the 
Franklin Park Conservatory, Friends of the Conservatory is reported as if it were part of the primary 
government because its sole purpose is to promote the Conservatory and raise capital and solicit 
funds in support of the Conservatory. 

WOW! Collaborative—In 2002, Franklin Park Conservatory became a member of the WOW! 
collaborative.  Five conservatories and botanical gardens joined together to create traveling 
exhibitions.  During the year this group met several times and hired a designer to design the 
traveling exhibit.  The Conservatory is currently holding all assets of WOW! until it becomes a 
separate legal entity.  These assets are held in a separate agency fund.  Agency funds are custodial in 
nature and do not involve measurement of results of operations. 

Joint Venture—The arrangement between the City and the County establishing the Conservatory 
possesses the characteristics of an entity classified as a joint venture.  The City contributed certain 
fixed assets to the Conservatory at the time of its inception and both the City and County have 
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historically agreed to annual operating subsidies.  In 2002 and 2001, the subsidies totaled 
$1,315,894 and $1,526,000, respectively.  This represents 39% and 45%, respectively, of the 
Conservatory’s 2002 and 2001 revenue.  In the event of the Conservatory’s liquidation, its assets 
will be transferred to the City.  Based on the above, the Conservatory is a joint venture between the 
City and the County.  Future capabilities of the Conservatory to operate at current service levels are 
dependent upon annual operating subsidiaries from the City and the County. 

Reclassifications—Certain prior year amounts have been reclassified to conform with the current 
year’s presentation. 

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

The financial statements of the Conservatory have been prepared in conformity with accounting 
principles generally accepted in the United States of America (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 preparation 
of 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 reported 
amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the 
financial statements and the reported amounts of revenues and expenses during the reported period.  
Actual results could differ from those estimates.  The Conservatory’s significant accounting policies 
are described below. 

Basis of Accounting—The accompanying financial statements have been prepared on the accrual 
basis of accounting, whereby revenues and expenses are recognized in the period earned or incurred.  
All transactions are accounted for in a single enterprise fund. 

Revenue from charges for services are reported as operating revenues.  Transactions, which are 
capital, financing or investment related, are reported as non-operating revenues.  Expenses from 
employee wages and benefits, purchases of services, materials and supplies and other miscellaneous 
expenses are reported as operating expenses.  

Pursuant to GASB Statement No. 20, Accounting and Financial Reporting for Proprietary Funds 
and Other Governmental Entities That Use Proprietary Fund Accounting, the Conservatory follows 
GASB guidance as applicable to proprietary funds and FASB Statements and Interpretations, 
Accounting Principles, Board Opinions and Accounting Research Bulletins issued on or before 
November 30, 1989 that do not conflict or contradict GASB pronouncements. 

Cash and Cash Equivalents—For the purposes of the statement of cash flows, the Conservatory 
considers all highly liquid investments with a maturity of three months or less when purchased to be 
cash equivalents. 

Investments—In accordance with GASB Statement No. 31, Accounting and Financial Reporting for 
Certain Investments and for External Investment Pools, the Conservatory records all its investments 
at fair value, as required by the Statement. 

Inventory—Inventories are valued at cost using the first-in, first-out method.   
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Plant Collection—The Conservatory does not capitalize their plants, they are expensed as 
purchased.  The plant collection is held for public exhibition and education, is protected, kept 
unencumbered, cared for and preserved and is subject to a Conservatory policy that requires 
proceeds from sales of the plant collection be used to acquire other plant collections. 

Capital Assets—Capital assets are capitalized at cost (or estimated historical cost) and updated for 
the cost of additions and retirements during the year.  Donated fixed assets are recorded at their fair 
market values as of the date donated.  The Conservatory capitalizes all assets over $2,500.  The 
Conservatory does not possess any infrastructure.  Depreciation has been provided, where 
appropriate, on a straight-line basis over the estimated useful lives ranging from 3 to 30 years.  For 
2002 and 2001, there were no capitalized interest costs. 

Compensated Absences—The Conservatory follows GASB Statement No. 16, Accounting for 
Compensated Absences, which requires that a liability be accrued for sick leave if it is probable that 
the employee will be compensated through a cash payment. 

Long-Term Obligations—Capital leases are recognized as a liability.   

Budgetary Accounting and Control—The Conservatory’s annual budget is prepared on the accrual 
basis of accounting and approved by the Board of Directors.  The budget includes anticipated 
amounts for current year revenues and expenses as well as new capital projects. 

The Conservatory maintains budgetary control by not permitting total operating expenses and 
expenditures for individual programs to exceed their respective budget amounts without the 
appropriate approvals.  All budget amounts lapse at year end. 

New Accounting Standards Not Yet Implemented—During May 2002 the GASB issued Statement 
No. 39, Determining Whether Certain Organizations are Component Units, which clarifies existing 
accounting guidance and provides greater consistency in accounting for organizations that are 
closely related to a primary government.  The standard, which is effective for fiscal years beginning 
after June 15, 2003, provides criteria for determining whether certain organizations should be 
reported as component units based on the nature and significance of their relationship with a state or 
local government.  The Conservatory has not completed an analysis of the impact of this statement 
on its reported financial statements. 

3. CASH AND INVESTMENTS 

Cash and Cash Equivalents—The investment and deposit of the Conservatory’s monies are 
governed by the provisions of the Ohio Revised Code (ORC).  In accordance with these statutes, the 
Conservatory is authorized to invest in United States and State of Ohio bonds, notes and other 
obligations; bank certificates of deposit; banker acceptances; commercial paper notes rated prime 
and issued by United States corporations; repurchase agreements secured by United States 
obligations; and STAROhio.   

STAROhio is an investment pool managed by the State Treasurer’s Office, which allows 
governments within the State to pool their funds for investment purposes.  STAROhio is not 
registered with the Securities Exchange Commission as an investment company, but does operate in 
a manner similar to Rule 2a-7 of the Investment Company Act of 1940.  Investments in STAROhio 
are valued at STAROhio’s share price, which is the price the investment could be sold for on 
December 31, 2002. 
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According to state law public depositories must give security for all public funds on deposit.  These 
institutions may either specifically collateralize individual accounts in lieu of amounts insured by 
the FDIC, or may pledge a pool of government securities valued at least 105% of the total value of 
public monies on deposit at the institution.  Repurchase agreements must be secured by the specific 
government securities upon which the repurchase agreements are based.  These securities must be 
obligations of or guaranteed by the United States and mature or be redeemable within 5 years of the 
date of the related repurchase agreement.  State law does not require security for public deposits and 
investments to be maintained in the Conservatory’s name. 

Deposits with Financial Institutions—At year-end, the carrying amount of the Conservatory’s 
deposits was $252,940 and the total bank balance was $219,924, all of which was insured by the 
FDIC. 

Investments—The Conservatory’s entire investment balance of $912 is invested in STAROhio and 
is not required to be categorized due to the fact that it does not exist in physical or book entry form. 

Friends of the Conservatory—Friends of the Conservatory’s investments are categorized to give an 
indication of the level of risk assumed by the Friends of the Conservatory.  Category 1 includes 
investments that are insured or registered or for which the securities are held by the Friends of the 
Conservatory or its agent in the Friends of the Conservatory’s name.  Category 2 includes uninsured 
and unregistered investments for which the securities are held by the counterparty’s trust department 
or agent in the Friends of the Conservatory’s name.  Category 3 includes uninsured and unregistered 
investments for which the securities are held by the counterparty or its trust department or agent and 
not in the Friends of the Conservatory’s name. 

Category Fair
2 Value

U.S. treasury and agency 26,445$   26,445$   
Money market and mutual funds 116,804   116,804   

Total investments 143,249$ 143,249$ 
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4. CAPITAL ASSETS 

A summary of the changes in capital assets for the fiscal year follows: 

Balance Balance
December 31, Disposals/ December 31,

2001 Additions Deletion 2002

Capital Assets:
  Land 100,000$    -     $          -     $     100,000$    
  Buildings 6,980,580   6,980,580   
  Building improvements 688,583      31,733       720,316      
  Equipment and fixtures 236,138      66,798       302,936      
  Vehicles 29,385        21,717                  51,102        
  
           Total capital assets 8,034,686   120,248                8,154,934   

Less accumulated depreciation:
  Buildings 2,210,517   232,686     2,443,203   
  Building improvements 127,600      39,551       167,151      
  Equipment and fixtures 118,187      52,118       170,305      
  Vehicles 14,694        8,049                    22,743        

           Total accumulated
             depreciation 2,470,998   332,404                2,803,402   

Net capital assets 5,563,688$ (212,156)$  -     $     5,351,532$ 

 
5. PENSION PLANS AND OTHER POSTEMPLOYMENT BENEFITS 

All conservatory employees are required to participate in the statewide Ohio Public Employees 
Retirement System (OPERS).  The plan is a cost sharing, multiple employer defined benefit pension 
plan.  OPERS provides retirement and disability benefits, annual cost of living adjustments, and 
death benefits to plan members and beneficiaries.  Authority to establish and amend benefits is 
provided by state statute per Chapter 145 of the Ohio Revise Code.  In 2002 the employer was 
required to contribute 13.31% of active member payroll.  For full-time employees, the portion of an 
employee’s contribution is equal to 8.5% to be picked up (assumed and paid) on behalf of the 
employee, and in lieu of payment by the employee, by the Conservatory. 

Total required employer contributions billed to the Conservatory were approximately $229,000, 
$237,000 and $169,000 in 2002, 2001 and 2000, respectively, which were equal to the required 
contributions each year. 

OPERS issues a publicly available stand-alone financial report that includes its financial statements 
and required supplementary information.  That report may be obtained by writing to Ohio Public 
Employees Retirement System, 277 East Town Street, Columbus, Ohio  43215-4642 or by calling 
614-222-6705 or 1-800-222-7377. 
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Other post-employment benefits for health care costs provided by OPERS are as follows: 

OPERS provides postretirement health care coverage to age and service retirees with 10 or more 
years of qualifying Ohio service credit.  Health care coverage for disability recipients and primary 
survivor recipients is available.  The health care coverage provided by the retirement system is 
considered an Other Post-employment Benefit (OPEB) as described in GASB Statement No. 12 
“Disclosure of Information on Postemployment Benefits other than Pension Benefits by State and 
Local Government Employers.”  A portion of each contribution to OPERS is set aside for the 
funding of postretirement health care.  The Ohio Revised Code provides statutory authority for 
employer contributions.  The 2002 employer contribution rate for state employers was 13.31% of 
covered payroll; 5.00% was the portion that was used to fund health care for the year.  These rates 
are the actuarially determined contribution requirement for OPERS.  The portion of the 
Conservatory’s 2002 and 2001 contributions that were used to fund postemployment benefits was 
$85,000 and $90,000, respectively.  The ORC provides the statutory authority requiring public 
employers to fund postretirement health care through their contributions to OPERS. 

The assumptions and calculations below were based on the Retirement System’s latest Actuarial 
Review performed as of December 31, 2001.  An entry age normal actuarial cost method of 
valuation is used in determining the present value of OPEB.  The difference between assumed 
and actual experience (actuarial gains and losses) becomes part of unfunded actuarial accrued 
liability.  All investments are carried at market value.  For actuarial valuation purposes, a 
smoothed market approach is used.  Under this approach, assets are adjusted annually to reflect 
25% of unrealized market appreciation or depreciation on investment assets.  The investment 
assumption rate for 2001 was 8.00%.  An annual increase of 4.00% compounded annually is the 
base portion of the individual pay increase assumption.  This assumes no change in the number of 
active employees.  Additionally, annual pay increases, over and above the 4.00% base increase, 
were assumed to range from 0.50% to 6.30%.  Health care costs were assumed to increase 4.00% 
annually. 

OPEB are advance-funded on an actuarially determined basis.  As of December 31, 2001, the 
actuarial value of the Retirement System’s net assets available for OPEB was $11.6 billion.  The 
number of active contributing participants was 402,041.  The actuarially accrued liability and the 
unfunded actuarial accrued liability, based on the actuarial cost method used, were $16.4 billion 
and $4.8 billion, respectively. 

In December 2001, the Board adopted the Health Care “Choices” Plan in its continuing effort to 
respond to the rise in the cost of health care.  The Choices Plan will be offered to all persons 
newly hired under OPERS after January 1, 2003, with no prior service credit accumulated toward 
health care coverage.  Choices, as the name suggests, will incorporate a cafeteria approach, 
offering a more broad range of health care options.  The Plan uses a graded scale from ten to 
thirty years to calculate a monthly health care benefit.  This is in contrast to the ten-year “cliff” 
eligibility standard for the present Plan. 

The benefit recipient will be free to select the option that best meets their needs.  Recipients will 
fund health care costs in excess of their monthly health care benefit.  The Plan will also offer a 
spending account feature, enabling the benefit recipient to apply their allowance toward specific 
medical expenses, much like a Medical Spending Account. 
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6. ACCRUED VACATION AND SICK LEAVE LIABILITY 

A summary of changes in the long-term accrued vacation and sick leave follows: 

December 31, December 31,
2001 Increases Decreases 2002

Vacation and sick leave 97,712$  -     $    4,770$  92,942$  

 
7. LEASES 

The Conservatory is leasing certain equipment under capital and operating leases.  Future minimum 
payments, by year, and in the aggregate, under these leases with initial or remaining terms of one 
year or more, consisted of the following at December 31, 2002: 

Capital Operating
Leases Leases

2003 3,886$ 8,054$   
2004 350      3,356     
2005                       
Total minimum lease payments 4,236   11,410$ 
Less:  amount representing interest (371)     

Present value of minimum lease payments under capitalized lease 3,856$ 
 

The interest rate for capital leases ranged from approximately 11.8% to 14.7% at December 31, 
2002 and 2001, respectively.  The book value of this equipment at December 31, 2002 and 2001 was 
$7,190 and $14,519, respectively. 

In 2002 and 2001, the Conservatory had $9,514 and $14,009, respectively, in operating lease 
expense. 

8. COMMITMENTS AND CONTINGENCIES 

Grants—Amounts received or receivable from grantor agencies are subject to audit and adjustment 
by grantor agencies.  Any disallowed claims, including amounts already collected, may constitute a 
liability of the applicable funds.  The amount, if any, of expenditures which may be disallowed by 
the grantor cannot be determined at this time although the Conservatory expects such amounts, if 
any, to be immaterial. 

Line of Credit—During 2002, the Conservatory negotiated a revolving credit agreement of 
$200,000 with a bank.  The line bears interest at prime plus 1% and is due monthly when the line 
has been drawn.  These borrowings are collateralized by all assets now owned and those to be 
acquired.  At December 31, 2002 there were no amounts outstanding on the line of credit.   
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9. RISK MANAGEMENT 

The Conservatory maintains comprehensive insurance coverage with private carriers for real 
property, building contents, directors and officers’ liability insurance and vehicles.  Vehicle policies 
include liability coverage for bodily injury and property damage. 

In addition, the Conservatory provides medical benefits to most of its employees on a fully insured 
basis with an independent insurance company.  The premium rate is calculated based on claim 
history and administrative costs. 

The Conservatory is part of the state-wide plan for workers’ compensation insurance coverage. 

There were no changes to the above policies during the current fiscal year.  Claims experience over 
the past three years indicates that there were no instances of losses exceeding insurance coverage. 

10. ENDOWMENT FUNDS 

In 1996, the Women’s Sustaining Board created an Endowment Fund (the “Fund”) for the 
Conservatory at the Columbus Foundation, an Ohio not-for-profit corporation.  As of December 31, 
2002 and 2001, the Fund had assets with a fair value of $144,791 and $149,428, respectively.  The 
Fund is included in the Conservatory’s financial statements. 

In July 1999, the Conservatory created Friends of the Conservatory (Friends), a separate legal not 
for profit corporation, in accordance with section 501(c)(3) of the Internal Revenue Code, to support 
the common good of the general public through the support and assistance of and cooperation with 
the Conservatory.  The Board of Trustees of the Conservatory has reserved the right to suggest to the 
Committee the manner of distribution of the principal and income of the endowment.  As of 
December 31, 2002 and 2001, Friends had assets with a fair value of $143,249 and $154,468, 
respectively.  Friends is included in the Conservatory’s financial statements. 

In 2001, Annie’s Fund for the Creative Arts created an Endowment Fund for the Conservatory in the 
form of a collection of Koi (Japanese carp) fish.  All donations received for this endowment fund are 
reserved for the care and support of these fish and their environment.  At December 31, 2002 and 
2001 the endowment was valued at $31,109 and $25,000, respectively. 

In December 2002, the Master Plan Gateway Fund was established for gateway development in 
Franklin Park.  All donations received for this endowment fund will be used to build gateways in 
Franklin Park.  At December 31, 2002, $2,000 had been contributed to this fund. 

*  *  *  *  *  
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