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Honorable Mayor and Members of Council 
Village of Lockland 
101 North Cooper Avenue  
Lockland, OH 45215 
 
 
We have reviewed the Independent Auditor's Report of the Village of Lockland, Hamilton County, 
prepared by VonLehman & Company, Inc., for the audit period January 1, 2001 through 
December 31, 2002.  Based upon this review, we have accepted these reports in lieu of the audit 
required by Section 117.11, Revised Code.  The Auditor of State did not audit the accompanying 
financial statements and, accordingly, we are unable to express, and do not express an opinion on 
them. 
 
Our review was made in reference to the applicable sections of legislative criteria, as reflected by 
the Ohio Constitution, and the Revised Code, policies, procedures and guidelines of the Auditor of 
State, regulations and grant requirements.  The Village of Lockland is responsible for compliance 
with these laws and regulations. 
 
 
 
 
 
 
 
 
 
BETTY MONTGOMERY 
Auditor of State 
 
August 11, 2003  
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INDEPENDENT AUDITORS' REPORT 
 
 
 
Honorable Mayor and Members of Council 
Village of Lockland 
Lockland, Ohio 
 
 
We have audited the accompanying financial statements of the Village of Lockland, Hamilton County, 
Ohio, as of and for the years ended December 31, 2002 and 2001, as listed in the table of contents.  
These financial statements are the responsibility of the Village's management.  Our responsibility is to 
express an opinion on these financial statements based on our audits. 
 
We have conducted our audits in accordance with U.S. generally accepted auditing standards and the 
standards applicable to financial audits contained in Government Auditing Standards, issued by the 
Comptroller General of the United States.  Those standards require that we plan and perform the audits 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 audits provide a reasonable basis for our opinion. 
 
As described in Note 1, the Village of Lockland prepares its financial statements on the basis of 
accounting prescribed or permitted by the Auditor of State, which is a comprehensive basis of accounting 
other than U.S. generally accepted accounting principles. 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the 
combined cash and combined fund cash balances of the Village of Lockland, Hamilton County, Ohio, as of 
December 31, 2002 and 2001, its combined cash receipts and disbursements and its combined budgeted 
and actual receipts and budgeted and actual disbursements and encumbrances, for the years then ended 
on the basis of accounting described in Note 1. 



Honorable Mayor and Members of Council 
Village of Lockland 
Page Two 
 
 
 
In accordance with Government Auditing Standards, we have also issued a report dated June 10, 2003 on 
our consideration of the Village of Lockland's internal control over financial reporting and our tests of its 
compliance with certain provision 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 audits. 
 
This report is intended solely for the information and use of the management and Council of the Village of 
Lockland and other officials authorized to receive this report under Ohio Revised Code, Section 117.26, 
and is not intended to be and should not be used by anyone other than these specified parties. 
 
 

                              VonLehman & Company Inc. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Cincinnati, Ohio 
June 10, 2003 



VILLAGE OF LOCKLAND
COMBINED STATEMENT OF

FUND CASH BALANCES
ALL FUND TYPES

December 31, 2002

Cash $ 586,535         

FUND CASH BALANCES BY FUND TYPE

Governmental Fund Types
General Fund $ 62,714           
Special Revenue Funds 596,690         
Debt Service Fund (316,518)        
Capital Projects Funds (142,259)        

200,627         

Proprietary Fund Type
Enterprise Fund 385,599         

Fiduciary Fund Type
Agency Funds 309                

$ 586,535         

See accompanying notes.
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VILLAGE OF LOCKLAND
COMBINED STATEMENT OF

FUND CASH BALANCES
ALL FUND TYPES

December 31, 2001

Cash $ 1,386,515      

FUND CASH BALANCES BY FUND TYPE

Governmental Fund Types
General Fund $ 546,855         
Special Revenue Funds 585,030         
Debt Service Fund (38,727)          
Capital Projects Funds 137,908         

1,231,066      

Proprietary Fund Type
Enterprise Fund 155,449         

Fiduciary Fund Type
Agency Funds -                     

$ 1,386,515      

See accompanying notes.
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VILLAGE OF LOCKLAND
COMBINED STATEMENT OF CASH RECEIPTS, CASH DISBURSEMENTS

AND CHANGES IN FUND CASH BALANCES - ALL GOVERNMENTAL FUND TYPES

Year Ended December 31, 2002
Special Debt Capital Totals

General Revenue Service Projects (Memorandum
Fund Funds Fund Funds Only)

Receipts
  Property and Other Local Taxes $ 2,086,214     $ 181,069        $ -                    $ -                    $ 2,267,283     
  Intergovernmental Receipts 147,984        382,727        -                    -                    530,711        
  Special Assessments -                    50                 -                    -                    50                 
  Charges for Services 48,876          44,683          -                    -                    93,559          
  Fines, Licenses and Permits 217,964        18,348          -                    -                    236,312        
  Earnings from Investments 23,200          -                    5                   -                    23,205          
  Miscellaneous 44,039          21,751          -                    -                    65,790          

    Total Receipts 2,568,277     648,628        5                   -                    3,216,910     

Disbursements
  Security of Persons and Property 1,246,293     428,490        -                    -                    1,674,783     
  Public Health Services -                    -                    -                    -                    -                    
  Leisure Time Activities 17,769          -                    -                    -                    17,769          
  Community Environment 45,007          16,276          -                    -                    61,283          
  Basic Utilities Services 548,813        -                    -                    -                    548,813        
  Transportation 22,405          299,927        -                    -                    322,332        
  General Government 800,317        -                    -                    -                    800,317        
  Capital Outlay -                    12,463          -                    280,167        292,630        
  Debt Service -                    -                    950,105         -                    950,105        

    Total Disbursements 2,680,604     757,156        950,105         280,167        4,668,032     

    Deficit of Receipts Under Disbursements (112,327)       (108,528)       (950,100)        (280,167)       (1,451,122)    

Other Financing Sources (Uses)
  Reissuance of Bond Anticipation Notes -                    -                    500,000         -                    500,000        
  Transfers - In -                    200,000        172,309         -                    372,309        
  Transfers - Out (376,024)       (79,812)         -                    -                    (455,836)       
  Other Sources 4,210            -                    -                    -                    4,210            

    Total Other Financing Sources (Uses) (371,814)       120,188        672,309         -                    420,683        

    (Deficit) Excess of Receipts and Other Financing
      Sources (Under) Over Disbursements and Other
      Financing Uses (484,141)       11,660          (277,791)        (280,167)       (1,030,439)    

    Beginning Fund Cash Balance 546,855        585,030        (38,727)          137,908        1,231,066     

    Ending Fund Cash Balance $ 62,714          $ 596,690        $ (316,518)        $ (142,259)       $ 200,627        

See accompanying notes.
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VILLAGE OF LOCKLAND
COMBINED STATEMENT OF CASH RECEIPTS, CASH DISBURSEMENTS

AND CHANGES IN FUND CASH BALANCES - ALL PROPRIETARY
AND FIDUCIARY FUND TYPES

Year Ended December 31, 2002
Proprietary Fiduciary
Fund Type Fund Type Totals
Enterprise Agency (Memorandum

Fund Funds Only)

Operating Receipts
  Charges for Services $ 956,647          $ -                      $ 956,647               
  Miscellaneous 4,545              -                      4,545                   

    Total Operating Income 961,192          -                      961,192               

Operating Disbursements
  Personnel Services 270,797          -                      270,797               
  Contract Services 447,429          -                      447,429               
  Supplies and Materials 31,931            -                      31,931                 
  Other 64,412            -                      64,412                 

    Total Operating Disbursements 814,569          -                      814,569               

    Operating Income 146,623          -                      146,623               

Other Financing Sources (Uses)    
  Transfers - In 113,417          -                      113,417               
  Transfers - Out (29,890)           -                      (29,890)                
  Other Non-Operating Receipts -                      255,679          255,679               
  Other Non-Operating Disbursements -                      (255,370)         (255,370)              

    Total Other Financing
      Sources (Uses) 83,527            309                 83,836                 

    Net Income 230,150          309                 230,459               

  Beginning Fund Cash Balance 155,449          -                      155,449               

  Ending Fund Cash Balance $ 385,599          $ 309                 $ 385,908               

See accompanying notes.
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VILLAGE OF LOCKLAND
COMBINED STATEMENT OF CASH RECEIPTS, CASH DISBURSEMENTS

AND CHANGES IN FUND CASH BALANCES - ALL GOVERNMENTAL FUND TYPES

Year Ended December 31, 2001
Special Debt Capital Totals

General Revenue Service Projects (Memorandum
Fund Funds Fund Funds Only)

Receipts
  Property and Other Local Taxes $ 2,055,818     $ 231,162        $ -                    $ -                    $ 2,286,980     
  Intergovernmental Receipts 205,684        278,296        -                    740,595        1,224,575     
  Special Assessments -                    620               -                    -                    620               
  Charges for Services 49,847          60,554          -                    -                    110,401        
  Fines, Licenses and Permits 257,628        29,071          -                    -                    286,699        
  Earnings from Investments 81,921          -                    -                    -                    81,921          
  Miscellaneous 136,142        5,196            -                    -                    141,338        

    Total Receipts 2,787,040     604,899        -                    740,595        4,132,534     

Disbursements
  Security of Persons and Property 1,334,128     518,788        -                    -                    1,852,916     
  Public Health Services 4,042            75                 -                    -                    4,117            
  Leisure Time Activities 45,870          -                    -                    -                    45,870          
  Community Environment 50,109          111,596        -                    -                    161,705        
  Basic Utilities Services 667,646        131,775        -                    -                    799,421        
  Transportation 11,741          14,439          -                    -                    26,180          
  General Government 794,897        10,417          -                    -                    805,314        
  Capital Outlay -                    -                    -                    753,863        753,863        
  Debt Service -                    -                    958,074         -                    958,074        

    Total Disbursements 2,908,433     787,090        958,074         753,863        5,407,460     

    Deficit of Receipts Under Disbursements (121,393)       (182,191)       (958,074)        (13,268)         (1,274,926)    

Other Financing Sources (Uses)
  Reissuance of Bond Anticipation Notes -                    -                    750,000         -                    750,000        
  Transfers - In -                    315,146        169,160         -                    484,306        
  Transfers - Out (433,611)       (102,696)       -                    -                    (536,307)       
  Other Sources (Uses) (8,061)           -                    -                    -                    (8,061)           

    Total Other Financing Sources (Uses) (441,672)       212,450        919,160         -                    689,938        

    (Deficit) Excess of Receipts and Other Financing
      Sources (Under) Over Disbursements and Other
      Financing Uses (563,065)       30,259          (38,914)          (13,268)         (584,988)       

    Beginning Fund Cash Balance 1,109,920     554,771        187               151,176        1,816,054     
.

    Ending Fund Cash Balance $ 546,855        $ 585,030        $ (38,727)          $ 137,908        $ 1,231,066     

See accompanying notes.
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VILLAGE OF LOCKLAND
COMBINED STATEMENT OF CASH RECEIPTS, CASH DISBURSEMENTS

AND CHANGES IN FUND CASH BALANCES - ALL PROPRIETARY
AND FIDUCIARY FUND TYPES

Year Ended December 31, 2001
Proprietary Fiduciary
Fund Type Fund Type Totals
Enterprise Agency (Memorandum

Fund Funds Only)

Operating Receipts
  Charges for Services $ 869,923          $ -                      $ 869,923               
  Miscellaneous 4,227              -                      4,227                   

    Total Operating Income 874,150          -                      874,150               

Operating Disbursements
  Personnel Services 240,129          -                      240,129               
  Contract Services 510,817          -                      510,817               
  Supplies and Materials 85,698            -                      85,698                 
  Other 25,644            -                      25,644                 

    Total Operating Disbursements 862,288          -                      862,288               

    Operating Income 11,862            -                      11,862                 

Other Financing Sources (Uses)    
  Transfers - In 77,000            -                      77,000                 
  Transfers - Out (25,000)           -                      (25,000)                
  Other Non-Operating Receipts -                      324,402          324,402               
  Other Non-Operating Disbursements -                      (338,676)         (338,676)              

    Total Other Financing
      Sources (Uses) 52,000            (14,274)           37,726                 

    Net Income (Loss) 63,862            (14,274)           49,588                 

  Beginning Fund Cash Balance 91,587            14,274            105,861               

  Ending Fund Cash Balance $ 155,449          $ -                      $ 155,449               

See accompanying notes.
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VILLAGE OF LOCKLAND
COMBINED STATEMENT OF RECEIPTS

BUDGET AND ACTUAL

Year Ended December 31, 2002
Variance

Favorable
Fund Type/Funds Budget Actual (Unfavorable)

Governmental Fund Types
General Fund $ 2,904,193      $ 2,572,487      $ (331,706)              
Special Revenue Funds 1,074,333      848,628         (225,705)              
Debt Service Fund 2,437,331      672,314         (1,765,017)           
Capital Projects Funds -                     -                     -                           

  Total Governmental Fund Types 6,415,857      4,093,429      (2,322,428)           

Proprietary Fund Type
Enterprise Fund 983,917         1,074,609      90,692                 

    December 31, 2002
      (Memorandum Only) $ 7,399,774      $ 5,168,038      $ (2,231,736)           

See accompanying notes.

7



VILLAGE OF LOCKLAND
COMBINED STATEMENT OF RECEIPTS

BUDGET AND ACTUAL

Year Ended December 31, 2001
Variance

Favorable
Fund Type/Funds Budget Actual (Unfavorable)

Governmental Fund Types
General Fund $ 2,822,426      $ 2,832,793      $ 10,367                 
Special Revenue Funds 1,237,091      920,045         (317,046)              
Debt Service Fund 817,973         919,160         101,187               
Capital Projects Funds 11,273           741,016         729,743               

  Total Governmental Fund Types 4,888,763      5,413,014      524,251               

Proprietary Fund Type
Enterprise Fund 1,020,278      951,150         (69,128)                

    December 31, 2001
      (Memorandum Only) $ 5,909,041      $ 6,364,164      $ 455,123               

See accompanying notes.
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VILLAGE OF LOCKLAND
COMBINED STATEMENT OF DISBURSEMENTS AND ENCUMBRANCES

COMPARED WITH EXPENDITURE AUTHORITY

Prior Year Encumbrances Variance
Carryover 2002 Actual 2002 Outstanding Favorable

Fund Type/Funds Appropriations Appropriations Total Disbursements at 12/31/02 Total (Unfavorable)

Governmental Fund Types
General Fund $ 43,972                      $ 3,346,934                 $ 3,390,906       $ 3,056,628                 $ 67,472                      $ 3,124,100       $ 266,806                 
Special Revenue Funds 70,965                      1,467,669                 1,538,634       836,968                    80,927                      917,895          620,739                 
Debt Service Fund -                                2,463,954                 2,463,954       950,105                    499                           950,604          1,513,350              
Capital Projects Funds -                                23,256                      23,256            280,167                    -                                280,167          (256,911)                

  Total Governmental Fund Types 114,937 7,301,813 7,416,750 5,123,868 148,898 5,272,766 2,143,984

Proprietary Fund Type
Enterprise Fund -                                1,061,680                 1,061,680       844,459                    -                                844,459          217,221                 

     December 31, 2002
      (Memorandum Only) $ 114,937                    $ 8,363,493                 $ 8,478,430       $ 5,968,327                 $ 148,898                    $ 6,117,225       $ 2,361,205              

See accompanying notes.

9



VILLAGE OF LOCKLAND
COMBINED STATEMENT OF DISBURSEMENTS AND ENCUMBRANCES

COMPARED WITH EXPENDITURE AUTHORITY

Prior Year Encumbrances Variance
Carryover 2001 Actual 2001 Outstanding Favorable

Fund Type/Funds Appropriations Appropriations Total Disbursements at 12/31/01 Total (Unfavorable)

Governmental Fund Types
General Fund $ 6,888                        $ 3,566,268                 $ 3,573,156       $ 3,350,105                 $ 43,972                      $ 3,394,077       $ 179,079                 
Special Revenue Funds 13,250                      1,171,932                 1,185,182       889,786                    70,965                      960,751          224,431                 
Debt Service Fund -                                827,795                    827,795          958,074                    -                                958,074          (130,279)                
Capital Projects Funds -                                140,711                    140,711          800,037                    -                                800,037          (659,326)                

  Total Governmental Fund Types 20,138 5,706,706 5,726,844 5,998,002 114,937 6,112,939 (386,095)

Proprietary Fund Type
Enterprise Fund -                                955,330                    955,330          887,288                    -                                887,288          68,042                   

     December 31, 2001
      (Memorandum Only) $ 20,138                      $ 6,662,036                 $ 6,682,174       $ 6,885,290                 $ 114,937                    $ 7,000,227       $ (318,053)                

See accompanying notes.
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 VILLAGE OF LOCKLAND 
 HAMILTON COUNTY, OHIO 
 NOTES TO THE FINANCIAL STATEMENTS 
 
 
NOTE 1 - ACCOUNTING POLICIES 
 

The Village of Lockland, Hamilton County, Ohio (the Village) is a body corporate and politic established 
to exercise the rights and privileges conveyed to it by the constitution and laws of the state of Ohio.  
The Village operates under a council-mayor form of government and provides security of persons and 
property, public health and welfare and community development.  Educational services are provided by 
Lockland Local School District.  The District is a separate governmental entity and its financial 
statements are not included in those presented in this report. 

 
The Village's management believes these financial statements present all activities for which the 
Village of Lockland, Hamilton County, Ohio is financially accountable.   

 
Basis of Accounting 
 
These financial statements follow the basis of accounting prescribed or permitted by the Auditor of 
State, which is similar to the cash receipts and disbursements basis of accounting.  Receipts are 
recognized when received in cash rather than when earned, and disbursements are recognized when 
paid rather than when a liability is incurred.  Budgetary presentations report budgetary expenditures 
when a commitment is made (i.e., when an encumbrance is approved). 
 
These statements include adequate disclosure of material matters, as prescribed or permitted by the 
Auditor of State. 

 
Fund Accounting 

 
The Village uses fund accounting to segregate cash that is restricted as to use.  Fund accounting is a 
concept developed to meet the needs of governmental entities in which legal or other restraints require 
the recording of specific receipts and disbursements.  The transactions of each fund are reflected in a 
self-balancing group of accounts, an accounting entity which stands separate from the activities 
reported in other funds.  The Village classifies its funds into the following types: 

 
General Fund 

 
The General fund is the general operating fund.  It is used to account for all financial resources except 
those required by law or contract to be restricted. 

 
Special Revenue Funds 

 
These funds are used to account for proceeds from specific sources (other than from trusts or for 
capital projects) that are restricted to disbursements for specific purposes. 
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 VILLAGE OF LOCKLAND  
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NOTE 1 - ACCOUNTING POLICIES (Continued) 
 

These funds include the following: 
 

• Alcohol Enforcement Fund - This fund is used for DUI enforcement.  Revenue is derived from DUI 
fines. 

• Cops Fast Fund - This fund is specifically for salaries of two full-time police officers.  Revenue is 
derived from grant funds over a period of four (4) years. 

• Drug Law Enforcement Fund - This fund is used exclusively for drug related investigations, 
training and equipment. 

• Federal Emergency Management Agency Fund (FEMA) - This fund receives monies from FEMA 
to help the Village repair areas damaged by flooding. 

• Fire/Life Squad Levy Fund - This fund receives taxes levied for the purchase of fire equipment and 
the payment of firemen's salaries. 

• Hamilton County Solid Waste Grant - This fund receives monies from Hamilton County for the 
disposal of hazardous materials and waste. 

• Law Enforcement Fund - This fund is used for equipment purchase not specifically drug related 
and training.  Revenue is derived from seized or forfeited contraband/sale. 

• Mayor's Court Computer Fund - This fund is used for staff expenses related to operating the 
computer system, supplies, etc.  Revenue is generated from each court fine.  A percentage of 
each fine is posted to the Mayor's Court Computer Fund. 

• Recycling Grant Fund - This fund was established to provide specific programs.  Funds must be 
used for specific purpose upon application of grant. 

• Street Construction, Maintenance and Repair Fund - This fund receives gasoline tax and motor 
vehicle tax money for constructing, maintaining and repairing Village streets. 

• Urban Development Block Grant (UDBG) Fund - This fund received funds from the sale of bonds 
and fixed assets for the purpose of remediating an old industrial site and redeveloping some of the 
lost industrial bases in the Village. 

• U.S. EPA Brownfield Fund - This fund is funded by the U.S. EPA for projects relating to Phase I 
and Phase II environmental testing of old factory property sites.  Revenue is derived from grants. 

 
Debt Service Funds 

 
The debt service funds are used to account for the accumulation of resources for, and the payment of, 
general long-term debt principal, interest and related costs. 
 
The Village had the following significant debt service funds: 
 
• General Obligation Bond Retirement - This fund receives transfers from the general fund to retire 

bonds used for street improvements. 
• Mortgage Notes Payable Fund - This fund receives transfers from the general fund to retire bond 

anticipation notes whose proceeds were used to acquire real estate and vehicles. 
• Other Debt Service Fund - This fund receives transfers of money from the general fund to pay for 

capital leases held by the Village. 
 

 



 VILLAGE OF LOCKLAND  
 
 
NOTE 1 - ACCOUNTING POLICIES (Continued) 

 
Capital Projects Funds 
 
The capital projects funds are utilized to account for resources used in the acquisition and construction 
of certain capital facilities.  The Village had the following significant capital projects funds: 
 
• Commerce Park Capital Improvement Fund - This fund receives proceeds from state grants and 

sale of bonds.  The proceeds were used for the acquisition of a 14.5 acre brownfield site and an 
access road into the park. 

• Community Development Block Grant Fund - This fund provides for road projects (Worthington 
Avenue).  Revenue is derived from HUD grants.  Expenditures are related directly to the project. 

• Highland Avenue I-75 Waterline Fund - This fund was established to cover expenditures for the 
reconstruction of the water main under I-75 at Highland Avenue. 

• MRF/Shepherd Smalley Improvement Fund - This fund provides for road projects for Shepherd 
and Smalley Roads.  Funding for these projects is from SCIP grants, Ohio Department of 
Development grant and MRF (Municipal Road Fund) grant, with local match appropriated within 
the General Fund. 

• Shepherd Avenue Improvement Fund - This fund received proceeds from the sale of property.  
The proceeds are being used for street improvement and repairs on Shepherd Avenue. 

• South Cooper Project Fund - This fund was established for road improvements to South Cooper 
Avenue, which have been completed.  This fund was municipally funded and the balance will be 
transferred to another active road project. 

 
Enterprise Funds 

 
These funds account for operations that are similar to private business enterprises where management 
intends that the significant costs of providing certain goods or services will be recovered through user 
charges.  The Village had the following significant enterprise funds: 

 
• Sanitary Sewer Fund - This fund receives charges for services from residents to cover the cost of 

providing this utility.  The Village serves as a collection agency for the Metropolitan Sewer District. 
• Water Fund - This fund receives charges for services from residents to cover the cost of providing 

this utility. 
 

Fiduciary Fund (Agency Fund) 
 

Funds for which the Village is acting in an agency capacity are classified as agency funds.  The Village 
had the following agency fund: 

 
• Mayor's Court - This fund receives funds and forfeitures for violation of ordinances within the 

Village limits. 
 

Budgetary Process 
 

The Ohio Revised Code requires that each fund (except certain agency funds) be budgeted annually.  
A budget of estimated cash receipts and disbursements is submitted to the county auditor, as secretary 
of the County Budget Commission, by July 20 of each year, for the period January 1 to December 31 of 
the following year. 
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NOTE 1 - ACCOUNTING POLICIES (Continued) 
 

Appropriations 
 

Budgetary expenditures (that is, disbursements and encumbrances) may not exceed appropriations at 
the fund, function or object level of control, and appropriations may not exceed estimated resources.  
The Village Council must annually approve appropriation measures and subsequent amendments.  The 
County Budget Commission must also approve the annual appropriation measure.  Unencumbered 
appropriations lapse at year end. 

 
A temporary appropriation measure to control cash disbursements may be passed on or about 
January 1 each year for the period January 1 to March 31.  An annual appropriation measure must be 
passed by April 1 of each year for the period January 1 to December 31.  The appropriation measure 
may be amended or supplemented during the year as new information becomes available. 

 
Estimated Resources 

 
Estimated resources include estimates of cash to be received (budgeted receipts) plus unencumbered 
cash as of January 1.  The County Budget Commission must also approve estimated resources.  The 
County Budget Commission certifies its actions to the Village by September 1.  As part of this 
certification, the Village receives the official certificate of estimated resources which states the 
projected receipts of each fund.  On or about January 1, this certificate is amended to include any 
unencumbered balances from the preceding year. 

 
Prior to December 31, the Village must revise its budget so that the total contemplated disbursements 
from a fund during the ensuing fiscal year will not exceed the amount stated in the certificate of 
estimated resources.  The revised budget then serves as the basis for the annual appropriation 
measure.  Budget receipts as shown in the accompanying financial statements do not include prior year 
unencumbered fund balances.  However, those fund balances are available for appropriation. 

 
Encumbrances 

 
The Ohio Revised Code requires the Village to reserve (encumber) appropriations when commitments 
are made.  Encumbrances outstanding at year end are carried over, and need not be reappropriated.  
The Village did not encumber all commitments required by Ohio law.  The Village is required to use the 
encumbrance method of accounting by virtue of Ohio law.  Under this system, purchase orders, 
contracts and other commitments for the disbursement of funds are recorded in order to reserve the 
portion of the applicable appropriation. 

 
At the close of each fiscal year, the unencumbered balance of each appropriation reverts to the 
respective fund from which it was appropriated and becomes subject to future appropriations.  The 
encumbered appropriation balance is carried forward to the succeeding fiscal year and need not be 
reappropriated. 
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NOTE 1 - ACCOUNTING POLICIES (Continued) 
 
 Cash and Investments 
 

The Village's cash balances consisted of cash in checking accounts and investments in STAROhio (the 
State Treasurer’s investment pool).  STAROhio is not registered with the Securities and Exchange 
Commission (SEC) as an investment company, but does operate in a manner consistent with 
Rule 2(a)(7) of the Investment Company Act of 1940.  Investments in STAROhio are valued at 
STAROhio’s share price, which is equal to the price the investment could be sold for at December 31. 

 
Investment procedures are restricted by the provisions of the Ohio Revised Code.  Purchased 
investments are valued at cost, and interest earned is recognized and recorded when received. 
 
Investments are reported as assets.  Accordingly, purchases of investments are not recorded as 
disbursements, and sales, redemptions or maturity of investments are not recorded as receipts.  Gains 
or losses at the time of sale are recorded as receipts or disbursements, respectively. 
 
Property, Plant and Equipment 

 
Acquisitions of property, plant and equipment are recorded as disbursements when paid.  These items 
are not reflected as assets on the accompanying financial statements. 
 
Accumulated Leave 

 
In certain circumstances, such as upon leaving employment, employees are entitled to cash payments 
for unused leave.  These items are not reflected as liabilities under the Village's basis of accounting. 

 
Interfund Transactions 
 
During the course of normal operations, the Village had transactions between funds.  The most 
significant include transfers of resources from one fund to another fund.  The resources transferred are 
to be expended for operations by the receiving fund and are recorded as operating transfers. 

 
Intergovernmental Revenues 
 
Intergovernmental revenues, such as entitlements and grants awarded on a non-reimbursable basis, 
are recorded when received in accordance with the Village’s cash basis method of accounting. 

 
Total Columns on Financial Statements 

 
Total columns on the financial statements are captioned "Memorandum Only" to indicate that they are 
presented only to facilitate financial analysis.  This data is not comparable to a consolidation.  Interfund-
type eliminations have not been made in the aggregation of this data. 
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NOTE 2 - EQUITY IN POOLED CASH AND INVESTMENTS 
 

The Village of Lockland maintains a cash and investments pool used by all funds.  Each fund type's 
portion of this pool is displayed on the "Combined Statement of Cash and Fund Cash Balances" as 
"Fund Cash Balances by Fund Type".  The Ohio Revised Code prescribes allowable deposits and 
investments.  The carrying amount of cash at December 31, 2002 and 2001 was as follows: 

 
               December 31,  

    2002       2001    
 

Demand Deposits $157,108 $   355,996 
STAROhio 429,427 1,030,519 
 
 $586,535 $1,386,515 

 
Deposits 

 
Deposits are either (1) insured by the Federal Depository Insurance Corporation or (2) collateralized by 
the financial institution's public entity deposit pool. 
 
 

NOTE 3 - COMPLIANCE 
 

Budgetary Activity 
 
For the years ended December 31, 2002 and 2001, the capital projects fund had disbursements in 
excess of appropriations, and for the year ended December 31, 2002, the debt service fund had 
disbursements in excess of appropriations as well.  This is not in compliance with Ohio Revised Code, 
Section 5705.41(b), which states that no subdivision or taxing unit is to expend money unless it has 
been appropriated (see Report on Compliance and on Internal Control Over Financial Reporting Based 
on an Audit of Financial Statements Performed in Accordance with Government Auditing Standards). 
 
Fund Balances 
 
For the year ended December 31, 2002, certain debt service and capital projects funds had negative 
(cash) fund balances and for the year ended December 31, 2001, a debt service fund also had a 
negative (cash) fund balance.  This was a violation of Ohio Revised Code, Section 5705.10 (see 
Report on Compliance and on Internal Control Over Financial Reporting Based on an Audit of Financial 
Statements Performed in Accordance with Government Auditing Standards). 
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NOTE 3 - COMPLIANCE (Continued) 
 

Other 
 
In addition to the budgetary activity, fund balance and encumbrance already mentioned in the 
Accounting Policies and Compliance footnotes, the Village incurred the following compliance violations: 
 
• Appropriations Exceeded Estimated Resources (Ohio Revised Code, Section 5705.39) 
• Estimated Resources Exceeded Actual Revenues (Ohio Revised Code, Section 5705.36) 
• Code Receipts and Expenditures to Proper Funds (Ohio Revised Code, Section 733.28) 
• Organize Information for Better Record Retention (Ohio Revised Code, Section 149.351) 
• Obtain Proper Approval for Transfer of Funds (Ohio Revised Code, Section 5705.14) 

 
 
NOTE 4 - PROPERTY TAX 
 

Real property taxes become a lien on January 1, preceding the October 1 date for which rates are 
adopted by Hamilton County.  The State Board of Tax Equalization adjusts these rates for inflation.  
Property taxes are also reduced for applicable homestead and rollback deductions.  Homestead and 
rollback amounts are then paid by the state, and are reflected in the accompanying financial statements 
as Intergovernmental Receipts.  Payments are due to the county by December 31.  If the property 
owner elects to make semi-annual payment, the first half is due December 31.  The second half 
payment is due the following June 20. 

 
Public utilities are also taxed on personal and real property located within the Village. 

 
Tangible personal property tax is assessed by the property owners, who must file a list of such property 
to the county by each April 30. 

 
The county is responsible for assessing property, and for billing, collecting and distributing all property 
taxes on behalf of the Village. 
 

 
NOTE 5 - RISK MANAGEMENT 
 

The Village of Lockland is exposed to various risks of loss related to torts; theft, damage to and 
destruction of assets; errors and omissions; injuries to employees; and natural disasters.  These risks 
are covered by the purchase of commercial insurance.  The Village assumes liability for any 
deductibles and claims in excess of coverage limitations.  Settled claims from these risks have not 
exceeded commercial insurance coverage in any of the past three fiscal years. 

 
The Village has obtained commercial insurance for the following risks: 

 
- Comprehensive property and general liability 
- Vehicles 
- Errors and omissions 
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NOTE 6 - LOCAL INCOME TAX 
 

This locally levied tax of 2.1% is applied to gross salaries, wages and other personal service 
compensation earned by residents both in and out of the Village and to earnings of nonresidents 
(except certain transients) who worked in the Village.  It also applies to net income of business 
organizations' earnings conducted within the Village.  Income tax receipts credited to the general fund 
amounted to $1,766,450 and $1,791,153 in 2002 and 2001, respectively. 

 
 
NOTE 7 - RETIREMENT SYSTEMS 
 

The Village's law enforcement officers belong to the Ohio Police & Firemen's Disability and Pension 
Funds (O P & F).  Other full-time employees belong to the Public Employees Retirement System 
(PERS) of Ohio.  O P & F and PERS are cost-sharing, multiple-employer plans.  These plans provide 
retirement benefits, including post-retirement health care and survivor and disability benefits to 
participants as prescribed by the Ohio Revised Code. 
 
Contribution rates are also prescribed by the Ohio Revised Code.  For 2002, members of O P & F 
contributed 10% of their wages to the O P & F.  The Village contributed an amount equal to 19% of 
police wages and 24% of fire wages.  Also, for 2002, PERS members contributed 4.5% of their gross 
salaries, and the Village contributed an amount equal to 9% of participants' gross salaries.  The Village 
has paid all contributions required through December 31, 2002. 
 
For 2001, members of O P & F contributed .5% of their wages to the O P & F.  The Village contributed 
an amount equal to 28.5% of police wages and 33.5% of fire wages.  Also, for 2001, the Village 
contributed the entire 13.55% of PERS members' gross salaries.  The Village has paid all contributions 
required through December 31, 2001. 

 
 
NOTE 8 - LONG-TERM DEBT  
 

Long-term debt outstanding at December 31, 2002 was as follows: 
 
    Principal Interest Rate 
 
 Street Improvement Bonds $440,000 4.7 - 7.0% 
 Real Estate Acquisition Bond Anticipation Note 500,000 3.2% 
 
   $940,000 

 
Long-term debt payments for the years ended December 31, 2002 and 2001 were as follows: 

 
              December 31,  
    2002    2001    
 

Real Estate Acquisition Bond Anticipation Note 
   Principal $750,000 $750,000 
   Interest   25,368   40,295 
 
 775,368 790,295 
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NOTE 8 - LONG-TERM DEBT (Continued) 
 
              December 31,  
    2002    2001    
 
 Real Estate Acquisition Bond Amounts Brought Forward $775,368 $790,295 
  

Street Improvement Bonds 
Principal   15,000 15,000 
Interest   24,264   24,798 
 
   39,264   39,798 

 
  Capital Lease Obligations 135,473 141,498 
 

 950,105 971,591 
  Reimbursement from Hamilton County          -    ( 13,517) 
 
    $950,105 $958,074 

 
Real Estate Acquisition Bond Anticipation Note 

 
In July, 2000, the Village received a bond anticipation note of $750,000 from the bank for acquisition of 
real estate.  The note, including interest, was renewed July, 2002 and 2001 for $500,000 and 
$750,000, respectively. 

 
Street Improvement Bonds 
 
In August, 1998, the Village received bond proceeds of $500,000 from the bank for street 
improvements.  The bonds are being repaid in yearly installments of $15,000 plus interest for the first 
five years, $20,000 plus interest for the next four years, $25,000 plus interest for the next four years, 
$30,000 plus interest for the next two years, $35,000 plus interest for the next three years and $40,000 
plus interest for the last two years.  These bonds mature in September, 2018.  The street improvement 
bonds have interest payable semi-annually on March 1 and September 1, and the principal is not 
subject to early redemption.   
 
Amortization of the debt, including interest, is as follows: 
 
  Real Estate Street 
 Year Ending Acquisition Bond Improvement 
 December 31, Anticipation Note        Bonds   Total 
 
 2003 $516,000 $  38,215 $   554,215 
 2004 -    42,165 42,165 
 2005 -    40,765 40,765 
 2006 -    39,505 39,505 
 2007 -    38,565 38,565 
 Thereafter           -    481,608    481,608 
 
   $516,000 $680,823 $1,196,823
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NOTE 8 - LONG-TERM DEBT (Continued) 
 

Capital Lease Obligations 
 
The Village has four capital leases that charge interest at rates ranging from 4.5% to 7.5% and expire 
on various dates through August, 2006.  At the conclusion of the capital leases, the Village will either 
take possession of the equipment or has the option to purchase the equipment for $1. 
 
The following is a summary of the remaining capital lease payments and the associated interest 
expense: 
 
  Year Ending 
  December 31, 
 
  2003 $37,148 
  2004 12,845 
  2005 12,845 
  2006   9,634 
 

    72,472 
  Less Interest Portion   5,189 
 
  Net Capital Lease  
    Obligation $67,283 

 
 
NOTE 9 - GRANTS 
 

U.S. EPA Revolving Loan Fund 
 
The Village was awarded a federal grant from the U.S. EPA in July, 2000 in the form of a revolving loan 
in the amount of $500,000.  At December 31, 2002 and 2001, $0 and $90,000, respectively, was drawn 
on this loan. 

 
Hamilton County Street Improvement Fund 
 
The Village was awarded a grant for street improvements from both Hamilton County and the state of 
Ohio in the amount of $200,000 and $600,000, respectively.  The funds are disbursed directly by the 
county and state when costs are incurred.  At December 31, 2002 and 2001, $0 and $800,000, 
respectively, was disbursed from this fund from the county and state. 

 
 
NOTE 10 - COMMUNITY IMPROVEMENT CORPORATION 
 

The Village oversees a Community Improvement Corporation (CIC) which acts as the agent for the 
Village in certain real estate and bonding transactions.  Those transactions were audited as a part of a 
separate, independent audit reported separately to the state of Ohio. 
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NOTE 11 - SUBSEQUENT EVENT 
 

Subsequent to December 31, 2002, the Village requested that a fiscal watch review be performed by 
the Local Government Services Section of the Auditor of State's office.  This analysis will consist of a 
forecast of Village financial activities for 2003. 
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REPORT ON COMPLIANCE AND ON INTERNAL CONTROL OVER FINANCIAL 
 REPORTING BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED 
 IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 
 
 
Honorable Mayor and Members of Council 
Village of Lockland 
Lockland, Ohio 
 
We have audited the financial statements of the Village of Lockland as of and for the years ended 
December 31, 2002 and 2001, and have issued our report thereon dated June 10, 2003.  We conducted 
our audits in accordance with U.S. generally accepted auditing standards and the standards applicable to 
financial audits contained in Government Auditing Standards issued by the Comptroller General of the 
United States. 
 
Compliance 
 
As part of obtaining reasonable assurance about whether the Village of Lockland'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 audits and, accordingly, we do not express such an opinion.  The 
results of our tests disclosed eight instances of noncompliance that are required to be reported under 
Government Auditing Standards as follows: 
 
1. Negative Fund Balances - Certain special revenue, debt service and capital projects funds had 

negative (cash) fund balances as of December 31, 2002 and 2001 as follows: 
 
  December 31, 2002 
 
  Special Revenue 
    Recycling Grant Fund $(  10,047) 
  Debt Service 
    General Obligation Bond Retirement (  11,345) 
    Mortgage Note Payable (305,173) 
  Capital Projects 
    Shepherd Avenue Improvement Fund (188,013) 
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Honorable Mayor and Members of Council 
Village of Lockland 
 
 
  December 31, 2001 
 
  Special Revenue 
    Recycling Grant Fund $(    5,871) 
  Debt Service 
    Mortgage Note Payable (  40,295) 
 
 These deficit balances indicate that cash from other funds has been used to pay obligations of these 

funds.  This is a violation of Ohio Revised Code, Section 5705.10, which requires that money paid into 
any fund shall be used only for the purpose for which the fund is established.  The Village should 
adopt procedures to properly monitor fund balances. 

 
2. Appropriations Exceeded Estimated Resources - Ohio Revised Code, Section 5705.39, requires that 

appropriations do not exceed the amended estimate of resources.  Appropriations exceeded the 
estimate of resources for the year ended December 31, 2001 for the debt service fund in the amount 
of $9,635.   

 
3. Estimated Revenues Exceeded Actual Revenues - Ohio Revised Code, Section 5705.36, requires that 

an amended certificate of estimated resources be obtained upon determination by the fiscal officer 
that revenues collected will be less than the amount in the official certificate of estimated resources. 

   
 It was noted that the general, special revenue and debt service funds were not in compliance for the 

year ended December 31, 2002 in the amounts of $331,706, $225,705 and $1,765,017, respectively.  
Similarly, for the year ended December 31, 2001, the special revenue and enterprise funds were not in 
compliance in the amounts of $317,046 and $69,128, respectively. 

 
4. Expenditures Exceeded Appropriations (repeated from prior audit) - Expenditures exceeded 

appropriations in the capital projects fund by $256,911 for the year ended December 31, 2002.  
Expenditures exceeded appropriations in the debt service and capital projects funds by $130,279 and 
$659,326, respectively, for the year ended December 31, 2001.  This is a violation of Ohio Revised 
Code, Section 5705.41(b), which states that no subdivision or taxing unit is to expend money unless it 
has been appropriated. 

 
5. Code Receipts and Expenditures to Proper Funds (repeated from prior audit) - An accurate record 

was not maintained for all monies received and expended by the Village.  Various errors were found in 
the annual reports that were corrected during the audit.  This is a violation of Ohio Revised Code, 
Section 733.28, which requires the Village clerk to keep the books of the Village, exhibit accurate 
statements of all monies received and expended and maintain records of all the property owned by the 
Village and the income derived therefrom and of all taxes and assessments. 
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Honorable Mayor and Members of Council 
Village of Lockland 
 
 
6. Organize Information for Better Record Retention (repeated from prior audit) - Village employees 

struggled to locate proper documentation we requested during the audit.  Some documents were not 
found, and copies had to be obtained through alternate means.  This violates Ohio Revised Code, 
Section 149.351, which establishes guidelines against the destruction or damage of records.  All 
records are the property of the public office and shall not be removed, destroyed, mutilated, 
transferred or otherwise damaged or disposed of, in whole or in part, except as provided by law or 
under the rules adopted by the records commission provided for under Ohio Revised Code, 
Section 149.38 to 149.42. 

 
7. Obtain Proper Approval for Transfer of Funds - During 2002 and 2001, the Village transferred $29,890 

and $25,000, respectively, from its sewer fund to its water fund without obtaining the approval of the 
Tax Commissioner and the Court of Common Pleas as required by Ohio Revised Code, Section 
5705.14.  Such approval is needed and should be obtained prior to transferring funds other than 
general fund money. 

 
8. Record All Encumbrances - The Village recorded some encumbrances as of December 31, 2002 and 

2001, but not all encumbrances required by Ohio law. 
 
Internal Control Over Financial Reporting 
 
In planning and performing our audits, we considered the Village of Lockland's internal control over 
financial reporting in order to determine our auditing procedures for the purpose of expressing our opinion 
on the financial statements and not to provide assurance on the internal control over financial reporting.  
However, we noted certain matters involving the internal control over financial reporting and its operation 
that we consider to be reportable conditions.  Reportable conditions involve matters coming to our 
attention relating to significant deficiencies in the design or operation of the internal control over financial 
reporting that, in our judgment, could adversely affect the Village of Lockland’s ability to record, process, 
summarize and report financial data consistent with the assertions of management in the financial 
statements.  Reportable conditions are described as follows in Items 1 and 2.   
 
A material weakness is a condition in which the design or operation of one or more of the internal control 
components does not reduce to a relatively low level the risk that misstatements in amounts that would be 
material in relation to the financial statements being audited may occur and not be detected within a timely 
period by employees in the normal course of performing their assigned functions.  Our consideration of the 
internal control over financial reporting would not necessarily disclose all matters in the internal control that 
might be reportable conditions and, accordingly, would not necessarily disclose all reportable conditions 
that are also considered to be material weaknesses.  However, we believe none of the reportable 
conditions described below are material weaknesses. 
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Honorable Mayor and Members of Council 
Village of Lockland 
 
 
Material Weaknesses 
 
1. Reconcile Bank Statements Monthly (repeated from prior audit) - The Village did have a bank 

reconciliation prepared when we arrived to start fieldwork.  However, the reconciliation was not 
accurate.  An adjustment was made during the audit in the amounts of $933,241 and $435,933 for the 
years ended December 31, 2002 and 2001, respectively.  An accurate bank reconciliation should be 
done on a monthly basis for all accounts, including the mayor's court. 

 
2. Provide Independent Oversight of Disbursement Activity (repeated from prior audit) - Because of the 

lack of segregation of duties due to a small staff, the Financial Services Manager has access to both 
cash and the records - a situation that would permit a misappropriation of assets to go undetected.  
The Village should have an individual independent of the disbursement function receive the unopened 
bank statement and perform the bank reconciliation. 

 
In addition to the items noted on compliance and internal control over financial reporting, we have 
submitted to the Village and Auditor of State additional recommendations to assist the Village in 
enhancing the effectiveness and efficiency of its accounting procedures. 
 
This report is intended solely for the information and use of the management and Council of the Village of 
Lockland and other officials authorized to receive this report under Ohio Revised Code, Section 117.26, 
and is not intended to be and should not be used by anyone other than these specified parties. 
 
 

                              VonLehman & Company Inc. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Cincinnati, Ohio 
June 10, 2003
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