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INDEPENDENT ACCOUNTANTS’ REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS
REQUIRED BY GOVERNMENT AUDITING STANDARDS

City of North Ridgeville
Lorain County

7307 Avon Belden Road
North Ridgeville, Ohio 44039

To the Members of Council:

We have audited the financial statements of the governmental activities, the business-type activities, each
major fund, and the aggregate remaining fund information of the City of North Ridgeville, Lorain County,
Ohio (the City) as of and for the year ended December 31, 2010, which collectively comprise the City’s
basic financial statements and have issued our report thereon dated June 23, 2011. We conducted our
audit in accordance with auditing standards generally accepted in the United States of America and the
standards applicable to financial audits contained in the Comptroller General of the United States’
Government Auditing Standards.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the City’s internal control over financial reporting as
a basis for designing our audit procedures for the purpose of expressing our opinions on the financial
statements, but not for the purpose of opining on the effectiveness of the City’s internal control over
financial reporting. Accordingly, we have not opined on the effectiveness of the City’s internal control
over financial reporting.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, when performing their assigned functions, to prevent, or detect and timely
correct misstatements. A material weakness is a deficiency, or combination of internal control
deficiencies resulting in more than a reasonable possibility that a material misstatement of the City’s
financial statements will not be prevented, or detected and timely corrected.

Our consideration of internal control over financial reporting was for the limited purpose described in the
first paragraph of this section and was not designed to identify all deficiencies in internal control over
financial reporting that might be deficiencies, significant deficiencies or material weaknesses. We did not
identify any deficiencies in internal control over financial reporting that we consider material weaknesses,
as defined above.

Lausche Building, 615 Superior Ave., NW, Twelfth Floor, Cleveland, Ohio 44113-1801
Phone: 216-787-3665 or 800-626-2297 Fax: 216-787-3361
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Compliance and Other Matters

As part of reasonably assuring whether the City’s financial statements are free of material misstatement,
we tested its compliance with certain provisions of laws, regulations, contracts, and grant agreements,
noncompliance with which could directly and materially affect the determination of financial statement
amounts. However, providing an opinion on compliance with those provisions was not an objective of our
audit and accordingly, we do not express an opinion. The results of our tests disclosed no instances of
noncompliance or other matters we must report under Government Auditing Standards.

We did note certain matters not requiring inclusion in this report that we reported to the City’s
management in a separate letter dated June 23, 2011.

We intend this report solely for the information and use of management, City Council, and others within
the City. We intend it for no one other than these specified parties.

)

Dave Yost
Auditor of State

June 23, 2011
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THE CITY OF NORTH RIDGEVILLE

7307 AVON BELDEN ROAD, NORTH RIDGEVILLE, OHIO 44039
TELEPHONE: (440) 353-0851 FAX: (440) 353-1542

Auditor’s Office

Members of City Council and
Citizens of North Ridgeville
North Ridgeville, Ohio

We are pleased to submit this Comprehensive Annual Financial Report (CAFR) of the City of North Ridgeville,
Ohio for its fiscal year ended December 31, 2010. Responsibility for both the accuracy of the data and the
completeness and fairness of the presentation including all disclosures rests with the City. To the best of our
knowledge and belief, the enclosed data are accurate in all material respects and are reported in a manner that
presents fairly the financial position and results of operations of the City. All disclosures necessary to enable
the reader to gain an understanding of the City's financial activities have been included.

Independent Audit

The City's financial statements for the year ended December 31, 2010 were examined by independent auditor
Dave Yost, Auditor of State of Ohio. The Independent Accountants' Report on the basic financial statements is
included in the Financial Section of this report.

Reporting Entity

For financial reporting purposes, the City includes all funds that comprise the primary government and all
agencies, boards and commissions for which the City is financially accountable and component units.
Component units are legally separate organizations for which the City is financially accountable. The City is
financially accountable for an organization if the organization is fiscally dependent on the City or if the City
appoints a majority of the organization’s governing board and 1) it is able to impose its will on the organization
or 2) there is a potential for the organization to provide specific financial benefits or impose specific financial
burdens on the City. The City has no component units.



CITY PROFILE

The City

The City of North Ridgeville is located in Lorain County in north central Ohio, approximately twenty miles
southwest of the City of Cleveland and approximately ten miles southeast of the City of Lorain. The City’'s area
is approximately 25 square miles. The City’s population was 29,465 according to the 2010 Federal census,
which is the third largest in Lorain County. The City is in the Cleveland-Elyria-Mentor Metropolitan Statistical
Area (MSA) and the Cleveland-Akron-Elyria Combined Statistical Area (CSA).

The City is provided with banking and financial services by eight local commercial banks and savings and loan
associations, operating a total of eight offices within the City. Three daily and two weekly newspapers serve the
City. The City is within the broadcast area of seven television stations and approximately thirty-one AM and FM
radio stations. Multi-channel cable TV service, including educational, governmental and public access channels
is provided by Time Warner Cable.

Within commuting distance are several public and private two-year and four-year colleges and universities,
including Cleveland State University, University of Akron, and Kent State University (three of Ohio’s twelve state
universities), Lorain County Community College, Cuyahoga Community College, Oberlin College (located in the
County), Baldwin Wallace College, John Carroll University and Case Western Reserve University. The Lorain
Business College is also located in the County.

The City is served by four acute-care hospitals, located in the cities of Lorain, Elyria, Westlake, and Fairview
Park within a ten mile radius of the City. A Medivac unit, providing emergency medical services, operates at the
Lorain County Regional Airport and a heliport has been built adjacent to Community Health Partners (Health
Center) in Lorain to provide for emergency transportation of patients by helicopter.

The City owns and operates five parks covering 118 acres and provides recreational facilities including
basketball, volleyball and tennis courts, baseball / softball fields, soccer fields, picnic areas and a stocked fishing
lake. An additional 66 acres has been leased for private use as a sports park. In addition, the City is within the
Lorain County Metropolitan Park District, created to preserve natural resources and provide park and recreation
facilities within the County. The Park District's Sandy Ridge Reservation, which is located within the City,
consists of 310 acres of wildlife preservation with small ponds, a trail complete with information signs,
observation mound, playground, educational center and picnic area.

City Government
The City of North Ridgeville was founded in 1810, incorporated as a village in 1958 and became a city in 1960.

The City operates under and is governed by its Charter, first adopted by voters in 1961 and which has been and
may be amended by the voters from time to time. The City is also subject to some general laws applicable to all
cities. Under the Ohio Constitution, the City may exercise all powers of local self-government and police powers
to the extent not in conflict with applicable laws. The Charter provides for a Mayor-Council form of government.

Legislative authority is vested in a seven-member Council, of whom three are elected at-large and four are
elected from wards, all for four-year terms. The Council fixes compensation of City officials and employees, and
enacts ordinances and resolutions relating to the City services, tax levies, appropriating and borrowing money,
licensing and regulating businesses and trades, and other municipal purposes. The presiding officer is the
President of Council, who is elected by the Council from the at-large members for a two-year term.

The City's chief executive and administrative officer is the Mayor, who is elected by the voters for a four-year
term. The Mayor appoints the directors of most City departments, subject to the approval of a majority of all the
members of Council. The major appointed officials are the Directors of Law, Safety-Service and the Treasurer.
The Mayor also appoints members to a number of boards and commissions, and appoints and removes, in
accordance with civil service requirements, all appointed officers and employees.

The Auditor, who is the City’s chief fiscal officer, and the Clerk of Council are appointed by Council. The Auditor
is appointed to a two-year term, subject to removal by a majority of all of the members elected to Council. The
Clerk of Council serves at the pleasure of Council.

All elected officials, except the Mayor, serve part-time.

The City provides a full range of municipal services. These include police, fire, emergency rescue, parks and
recreation, water and sewer utility, planning, zoning, general administrative services, and a Mayor’s court.

In 2010, the City celebrated the bicentennial of its founding with numerous activities including events led by the
North Ridgeville Historical Society and North Ridgeville Bicentennial Committee.

Vi



CITY ECONOMIC CONDITION

Local Economy and Outlook

The City is primarily a residential and agricultural area with many residents commuting daily to work in the City
of Cleveland and other areas in Lorain County and adjacent Cuyahoga County. Approximately one fourth of the
land in the City is undeveloped or used for agricultural purposes. Because of its location adjacent to the
substantially fully developed Cities of Westlake and North Olmsted and access to 1-80, 1-90, 1-480 and State
Route 10, and close proximity to Cleveland Hopkins International Airport, significant new residential,
commercial, light industrial and warehousing development is expected to continue within the next several years.

Because the City has a diverse workforce and is not reliant on any concentration of industry, it has been able to
weather the recent economic downturn without curtailing basic services. The City’s major sources of revenues
are municipal income taxes, property taxes and intergovernmental revenues consisting of state shared taxes
and grants. Over the past ten years, the City has been one of the fastest growing residential communities in the
State of Ohio. In 2009, the City completed an update of its comprehensive master plan that identifies areas for
residential, commercial, industrial and governmental development and infrastructure improvements to
encourage and accommodate responsible and orderly development.

In recent years, the City has constructed a two million gallon water tower and acquired additional water capacity
from the City of Avon Lake with the installation of new water mains through the eastern and most recently,
western portion of the City by the City of Avon Lake. The City believes that all of its foreseeable needs for
waterworks system capacity to support development in the City have been met. In 2004, the City completed a
major expansion of its French Creek Wastewater Treatment Plant to meet the anticipated needs of the City and
the adjacent City of Avon and Village of Sheffield, which the plant also serves. The City also completed
construction of an interceptor trunk sanitary sewer line to service the underdeveloped western area of the City.
Infrastructure is now in place to allow further residential and commercial development on the City’s westside.

To attract commercial developments, the City has established an enterprise zone (coterminous with the City)
and a community reinvestment area. Under its enterprise zone program and policy, the City offers businesses
abatements of up to 100% of real and tangible personal property taxes on new property added to the tax
duplicate, for a period of up to ten years. The amounts, types and duration of the actual abatements offered by
the City under this program are a function of the size of the proposed development and the number of jobs
created. Under its community reinvestment zone program and policy, the City offers an abatement of real
property taxes on new property added to the tax duplicate, for a period of up to 15 years.

Five separate industrial parks are under development in the City. The largest of these is Taylor Woods
Industrial Park, which includes facilities of Invacare Corp. (a manufacturer of wheelchairs), Beckett Gas, Inc. (a
manufacturer of gas burners), and Beckett Air, Inc. (a manufacturer of blower parts). The newest of these is
Bliss Industrial Park, which includes JBC Technology Incorporated (a manufacturer of seals and gaskets).
Building permits were issued in 2010 for commercial buildings and improvements with an estimated value of
$2,662,000. The City expects commercial development to expand as the result of its infrastructure
improvements completed in recent years, access to Interstate highways and close proximity to Cleveland
Hopkins International Airport.

Residential development continues within the City. In various stages of planning and construction in the
western half of the City are two planned community developments: Waterbury, a 640 acre development
representing approximately 2,000 residential units, and Meadow Lakes, a 570 acre development representing
approximately 1,900 residential units. Other developments in the western area include the subdivisions of
Avalon, Hampton Place, Hartford Oval, Stone Creek, Cypress Station and Timber Ridge, which together,
represent approximately 950 homes. Elsewhere in the City, Ridgefield Homes, an upscale development
represents approximately 1,000 homes, about two-thirds complete. Several other smaller subdivisions remain
under development throughout the City. The City’'s Building Department reflects approximately 3,400 residential
units projected to be constructed within the various developments. Building permits were issued in 2010 for new
residential units with an estimated value of $ 29,786,000, up from $ 28,268,800 in 2009.

As the economy continues its recovery, the City believes its infrastructure and planning are in place to allow it to
remain the fastest growing community in Northeast Ohio.
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Long-term Planning

Long-term financial planning is performed on a departmental basis and incorporated as a part of the annual
appropriation process.

Operating costs are forecast for governmental operations on a five-year basis for the following reason. Property
tax collections are the second highest source of general revenue to the City. The City’s voted property tax
levies are limited to five years in duration and must be “renewed” or “replaced” by voter approval upon
expiration. Property tax levies are voted on at a specific millage rate. Ohio House Bill 920, in effect since 1976,
removed the inflationary revenue growth resulting from increased property valuation by requiring annually, a
decrease in the millage rate proportional to the increase in property valuation. As a result, the amount of annual
tax collections generated by the levy remains approximately the same for the five-year period based on the
annually determined “effective tax rate”. Upon expiration of each levy, the City must seek voter approval to
“renew” or “replace” each levy. A renewal levy results in the continuation of tax collections at the effective rate
based on the property tax valuation when the original levy was first passed, resulting in the same annual tax
collections as the previous five years. A “replacement” levy results in the original tax rate applied to the current
property valuation, which results in additional tax revenue based on the updated most recent valuation. The
City’s policy in recent years has been to seek “replacement” levies, which have been supported by the voters.
Accordingly, in the initial years following passage, levy monies are allowed to accumulate for use in the later
years when increasing operating costs exceed the tax levy revenue collected.

Capital asset budgets for governmental operations are maintained by the departments, and capital asset
replacements are planned as part of the City’s annual appropriation process. Annually, 15% of net municipal
income tax collections, after deducting tax department operating costs, are earmarked for transfer to the City’'s
Capital Projects Fund for the acquisition of capital outlay and payment of debt service related thereto. In 2010,
however, the transfers to the Capital Projects Fund were reduced from 15% to 7%. Certain capital expenditures
were postponed due to the slow recovering economy.

Operating costs and capital outlay related to the City’s enterprise operations consisting of water and sanitary
sewer are paid from user fees and tap-in charges, as applicable. Historically, the City’'s water and sanitary
sewer operations have been self-sufficient. The City obtains independent rate studies periodically and adjusts
user fees as needed. Recent rate studies have resulted in water and sanitary sewer user rate increases.

Major Initiatives

Police Department

The Police Department provides basic and enhanced law enforcement services to this growing community with
a compliment of forty three full-time and seven part time officers and staff. Police services include directed
patrol, selective traffic patrol, bicycle patrol, K-9 units, a highly skilled detective bureau, and training staff. The
department participates with other law enforcement agencies to combat drugs as a member of the Lorain
County Drug Task Force, to secure national borders as part of the Lorain County Anti-terrorism Task Force and
the Department of Homeland Security’s Northern Border Initiative, and to confront special threats as a member
of the U.S. Marshal’'s Office Violent Fugitive Task Force and Lorain County Bomb Squad. The department
provides a unique service to the local schools through its Police Resources Enhancing School Security Program
(PRESS), which involves police officers visiting schools daily to interact with students and staff to provide a
more secure and enhanced educational environment. The Department maintains a motorcycle unit and its
Police Ride-Along program, under which residents can accompany an officer on patrol to obtain firsthand
experience about their city and its police. In 2010, the department responded to over 36,000 calls for service
and assistance.

viii



Fire Department

The Fire Department provides advanced life-support paramedic ambulances and fire protection on a twenty-four
hour basis with a staff of thirty-four including thirty fire suppression personnel whom are state certified
paramedics. Included also are the Chief, two assistant Chiefs and a civilian administrative secretary. The
Department maintains a dive rescue team, fire investigator, and is a member of the Lorain County Hazardous
Materials Team and the Lorain County Technical Rescue Team. The Department maintains an aggressive fire
prevention program that educates students, conducts fire safety inspections and provides CPR classes to its
residents. In 2010, the Department responded to 2,380 medical emergencies and 594 fire calls. The
department is a member of WESTCOM, a regional dispatch center which provides mutual aid emergency
support services to the City from various surrounding cities. The Department is involved in various safety
inspections and prevention programs. In 2010, the City received an ISO Public Protection Classification (PPC)
of #4 for its fire suppression services.

Building Department

The Building Department staffs six full-time building inspectors and two secretaries under the direction of the
Chief Building Official. The City maintains an ISO (Insurance Service Office) building code rating of #5 for
residential and #4 for commercial property owners. During 2010, building permits were issued for 243
residential dwellings and 5 commercial buildings, compared to 240 and 6, respectively, in 2009. The
Department continually strives to maintain or improve the City’s ISO ratings to minimize the insurance cost of its
citizens.

Engineering Department

The Engineering Department consists of eight full-time staff. In 2010, the Department’'s services included
engineering review for 13 commercial projects, and six residential subdivisions to provide an additional 353
residential lots receiving preliminary or final approval at various locations throughout the City. The Department
continues enhancements of its Geographic Information System for the City’s infrastructure systems including,
storm sewer, sanitary sewer, waterways, contouring, zoning and soil conditions.

Utilities Department

The Utilities Department serviced over 11,900 water, sewer and sanitation accounts in 2010 with its utilities
office staff of four full-time employees. In 2010, the City completed the replacement of water meters in the City
with the latest, state of the art “automatic meter reading” system which, in addition to providing
contemporaneous “read” information transmitted directly to the utility department computers, can identify
potential water leaks, broken and vandalized meters, greatly enhancing customer service. The replacement
project was funded by the issuance of $ 3,250,000 of bonds in 2008, which is being repaid through an increase
in user rates.

French Creek Wastewater Treatment Plant

The City’s French Creek Wastewater Treatment Plant services the City, the City of Avon and the Village of
Sheffield. The Plant’s staff consists of twenty-two full-time employees. In 2004, the City completed expansion
and upgrade of the plant which increased its capacity by fifty percent to 11.25 MGD. The land and plant
facilities were originally designed to accommodate a 33 MGD treatment facility to be constructed in four phases,
as the served communities continue to grow. In 2008, the Environmental Protection Agency changed the
composting standard for sludge, resulting in significant additional cost to the City for the storage and removal of
the byproduct. Although the additional cost was offset by increased user charges to the City and two other
communities serviced, the City has explored beneficial solutions to reduce these costs. In final study and
anticipated to be implemented in 2011 is utilization of an anaerobic digestion sludge treatment system that
would treat the sludge with high volatile organic content to produce renewable energy gas that can be converted
to electrical energy and compressed natural gas. Adaptation of this process would result in significant cost
savings to the City.

Parks and Recreation

The Parks and Recreation Department provides affordable programs and services for residents that include
leisure activities, special events, cultural enrichment and education. The City's park system includes South
Central park, a 30 acre woodland park with a fishing lake; Shady Drive Complex, a 59 acre baseball/softball
complex; Frontier Park, a 13 acre football complex; and Root Road Soccer Complex, a 12 acre soccer complex.
The City has also leased sixty-six acres of park land for a privately owned sports complex which includes lighted
baseball and softball fields. In 2010, the Department completed a structure for indoor activities including
mechanical baseball and softball practice equipment. The Department’s programs continue to grow.



Office of Older Adults

The North Ridgeville Senior Center (Office of Older Adults) is a multi-functioning center that strives to keep older
adults independent and in their homes as long as possible with assistance through its Meals-on-Wheels,
transportation, socialization, supportive services and snow plowing programs. The Center provides nutritional
meals to homebound seniors through its Meals-on-Wheels program for the City and surrounding townships, and
provides transportation services for doctor appointments, grocery shopping, and other special trips. Help clinics
and screenings are provided at no charge for various health matters including hearing, blood pressure,
glucose/cholesterol, and memory testing. Other services include recreational programs, CPR classes, flu shots
and periodic outings. Activities at the Center include bingo, line-dancing, yoga and numerous other fun and
fellowship events. The Senior Center provides a “CareCall” program consisting of an automated telephone
service to communicate with seniors and other needy citizens on a daily basis. The Office continues to explore
and enhance its programs and activities for the seniors of the City.

Financial Information

Internal Control

Management of the City is responsible for establishing and maintaining an internal control structure designed to
ensure that the assets of the government are protected from loss, theft or misuse and to ensure that adequate
accounting data is compiled to allow for the preparation of financial statements in conformity with generally
accepted accounting principles. The internal control structure is designed to provide reasonable, but not
absolute, assurance that these objectives are met. The concept of reasonable assurance recognizes that 1) the
cost of a control should not exceed the benefits likely to be derived, and 2) the valuation of costs and benefits
requires estimates and judgments by management. We believe that the City’s system of internal control is
adequate to safeguard assets and provide reasonable assurance of proper recording of transactions.

Basis of Accounting

The City prepares its annual financial statements under the reporting model required by Government Accounting
Standards Board Statement No. 34 (GASB 34), “Basic Financial Statements and Management’s Discussion and
Analysis for State and Local Governments”. Under GASB 34, the basic financial statements consist of:

Government-wide financial statements These statements are prepared on an accrual basis of
accounting, which is similar to the basis of accounting followed by many businesses. The government-
wide statements distinguish between those activities of the City that are governmental and those that
are considered business-type activities.

Fund financial statements These statements present information for individual major funds rather
than by fund type. Nonmajor funds are combined and presented in total in one column. Governmental
funds use the modified accrual basis of accounting and include reconciliation to the governmental
activities accrual information presented in the governmental-wide financial statements. Proprietary and
fiduciary funds use the accrual basis of accounting.

Statements of budgetary comparisons These statements present comparison of actual information
to the legally adopted budget. The budgetary basis, as provided by Ohio law, is on the basis of cash
receipts, disbursements and encumbrances.

For a more detailed description, see the Management’s Discussion and Analysis and the Notes to the Basic
Financial Statements.



Budgetary Controls
Detailed provisions for budgeting, tax levies and appropriations are set forth in the Ohio Revised Code and the
City Charter.

The City prepares an annual budget of estimated receiﬁts and expenditures far the upcoming year, which is filed
with the Lorain County Budget Commission by July 20" preceding the budget year. Estimated resources, which
includes estimated receipts taken from the City's budget, property tax and focal government assistance as
revised by the County, and unencumbered balances, is certified by the County Budget Committee, which
estimated resources serve as the basis for appropriations. A temporary appropriation resolution to control
expenditures may be passed by City Council around January 1 of each year for the period January 1 to
March 31. An annual appropriation measure must be passed by April 1 each year for the peried January 1 to
December 31. Appropriations by fund-type cannot exceed the estimated resources as certified by the County
Budget Commission. Revisions to its estimated resources may be made during the year as new information
becomes available which, upon written request is certified by the County Budget Commission. City Council can
pass supplemental appropriation ordinances, as long as total appropriations by fund-type do not exceed the
amount of estimated resources certified by the County, as reflected on the most recent Amended Certificate of
Estimated Resources.

For management purposes, the City maintains budgetary control on a non-GAAP basis by fund and within each
fund by department at major object levels, which include personal services, other expenditures, and transfers.
Budgetary control is maintained by an encumbrance of purchase commitment amounts prior to the release of
purchase orders to vendors. Purchase order requests for the expenditure of monies are submitted to the Mayor
or Safety-Service Director for approval. The purchase order is forwarded to the Auditor’s office for certification
of the availability of funds. The estimated expenditure is then encumbered against available appropriation.
Encumbrances, which would exceed the avaiiable appropriation are not approved or recorded until the City
Councit authorizes additional appropriations or transfers. The Auditor's office prepares monthly financial
statements on the budgetary basis for City Council and the Administration, which reflect detailed annual budget
information, monthly and year-to-date receipts, expenditures, encumbrances and unencumbered balances.

AWARDS AND ACKNOWLEDGEMENTS

GFOA Certificate of Achievement

The Government Finance Officers Association of the United States and Canada (GFOA) awarded a Certificate
of Achievement for Excellence in Financial Reporting to the City of North Ridgeville, Ohio for its comprehensive
annual financial report for the fiscal year ended December 31, 2009. In order to be awarded a Certificate of
Achievement, a government must publish an easily readable and efficiently organized comprehensive annual
financial report. This report must satisfy both generally accepted accounting principles and applicable legal
requirements.

A Certificate of Achievement is valid for a period of one year only. We believe that our current comprehensive
annual financiat report continues to meet the Certificate of Achievemnent Program’s requirements and we are
submitting it to the GFOA to determine its eligibility for another certificate.
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commitment to responsible fiscal reporting.
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Dave Yost - Auditor of State

INDEPENDENT ACCOUNTANTS’ REPORT

City of North Ridgeville
Lorain County

7307 Avon Belden Road
North Ridgeville, Ohio 44039

To the Members of Council:

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, each major fund, and the aggregate remaining fund information of the City of North Ridgeville,
Lorain County, Ohio (the City), as of and for the year ended December 31, 2010, which collectively
comprise the City's basic financial statements as listed in the table of contents. These financial
statements are the responsibility of the City’s management. Our responsibility is to express opinions on
these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in the Comptroller General of the
United States’ Government Auditing Standards. Those standards require that we plan and perform the
audit to reasonably assure 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 our
audit provides a reasonable basis for our opinions.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, the business-type activities, each major fund,
and the aggregate remaining fund information of the City of North Ridgeville, Lorain County, Ohio, as of
December 31, 2010, and the respective changes in financial position and where applicable, cash flows,
thereof and the respective budgetary comparisons for the General Fund and Income Tax Fund for the
year then ended in conformity with accounting principles generally accepted in the United States of
America.

In accordance with Government Auditing Standards, we have also issued our report dated June 23, 2011,
on our consideration of the City’s internal control over financial reporting and our tests of its compliance
with certain provisions of laws, regulations, contracts and grant agreements and other matters. While we
did not opine on the internal control over financial reporting or on compliance, that report describes the
scope of our testing of internal control over financial reporting and compliance and the results of that
testing. That report is an integral part of an audit performed in accordance with Government Auditing
Standards. You should read it in conjunction with this report in assessing the results of our audit.

Lausche Building, 615 Superior Ave., NW, Twelfth Floor, Cleveland, Ohio 44113-1801
Phone: 216-787-3665 or 800-626-2297 Fax: 216-787-3361
www.auditor.state.oh.us
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City of North Ridgeville

Lorain County

Independent Accountants’ Report
Page 2

Accounting principles generally accepted in the United States of America require this presentation to
include Management’s discussion and analysis, as listed in the table of contents, to supplement the basic
financial statements. Although this information is not part of the basic financial statements, the
Governmental Accounting Standards Board considers it essential for placing the basic financial
statements in an appropriate operational, economic, or historical context. We have applied certain limited
procedures to the required supplementary information in accordance with auditing standards generally
accepted in the United States of America, which consisted of inquiries of management about the methods
of preparing the information and comparing the information for consistency with management’s responses
to our inquiries, the basic financial statements, and other knowledge we obtained during our audit of the
basic financial statements. We do not express an opinion or provide any assurance on the information
because the limited procedures do not provide us with sufficient evidence to express an opinion or
provide any other assurance.

We conducted our audit to opine on the financial statements that collectively comprise the City’s basic
financial statements taken as a whole. The introductory section, the financial section’s combining
statements, individual fund statements and schedules, and the statistical section information provide
additional analysis and are not a required part of the basic financial statements. The financial section’s
combining statements, individual fund statements and schedules are management’s responsibility, and
were derived from and relate directly to the underlying accounting and other records used to prepare the
basic financial statements. These statements and schedules were subject to the auditing procedures we
applied to the basic financial statements. We also applied certain additional procedures, including
comparing and reconciling this information directly to the underlying accounting and other records used to
prepare the basic financial statements or to the basic financial statements themselves, in accordance with
auditing standards generally accepted in the United States of America. In our opinion, this information is
fairly stated in all material respects in relation to the basic financial statements taken as a whole. We did
not subject the introductory section and statistical section information to the auditing procedures applied
in the audit of the basic financial statements and, accordingly, we express no opinion or any other
assurance on them.

/

Dave Yost
Auditor of State

June 23, 2011



CITY OF NORTH RIDGEVILLE, OHIO
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED DECEMBER 31, 2010
UNAUDITED

Management's discussion and analysis (MD&A) of the City of North Ridgeville’s financial performance
presents a narrative overview and analysis of the City’s financial activities for the year ended
December 31, 2010. The intent of the discussion and analysis is to present the City’s financial
performance as a whole. Readers are encouraged to consider this information in conjunction with the
basic financial statements and notes to the basic financial statements for an enhanced understanding of
the City’s financial performance.

Financial Highlights

As result of the most recent economic recession, the City’s growth trend has been negatively impacted
and the recovery has been slow. The City has continued to curtail controllable expenditures without a
significant reduction in City services. Labor costs were frozen through its collective bargaining
agreements. Certain unfunded capital expenditures have been delayed. These management initiatives
with employee cooperation have resulted in control of the City’'s costs. Favorably, following installation of
the City’s west side sanitary sewer trunkline in a recent prior year and acquiring additional drinking water
volume, residential new construction in the community has continued resulting in additional annual
revenues to the City including municipal income taxes, licenses and fees, charges for services, tap-in
fees and developer contributions. New revenues were also derived in 2010 from recent passage of
property tax replacement levies and utility user rate increases. The City’s financial condition has remained
stable.

As result of the aforementioned factors, the City's total net assets increased by $ 486,126 to
$ 133,759,415 at December 31, 2010. Total assets increased by $ 308,991 to $ 182,635,618, while total
liabilities (decreased) by ($ 177,135) to $ 48,876,203 at December 31, 2010. Net assets of Governmental
activities (decreased) by ($ 130,934) to $ 66,884,850. Business-type activities increased by $ 617,060 to
$ 66,874,565 at year-end December 31, 2010. Depreciation and amortization amounted to $ 6,940,594
in 2010, $ 4,311,388 related to Governmental activities and $ 2,629,206 related to Business-type
activities. The decrease in liabilities resulted from retirement of debt.

Total revenues increased by $ 1,812,955 or 5.3% to $ 35,887,876 in 2010 from $ 34,074,921 in 2009,
due primarily to an increase in charges for services, property taxes, grants and contributions. Total
program expenses (decreased) by ($ 2,389,872) or (6.3%) to $ 35,401,750 in 2010 from $ 37,791,622 in
2009, due to cost control measures and a reduction in the cost of sewer operations. The result of the
above was an increase in net assets of $ 486,126 in 2010, compared to a (decrease) of ($ 3,716,701) in
20009.

Overview of Financial Statements

This annual report includes the City’s basic financial statements which consist of government-wide
financial statements, fund financial statements, notes to the basic financial statements and other
information. The Government-wide financial statements provide information about the City as a whole,
providing an aggregate view of the City's finances. The fund financial statements provide an additional
level of detail focusing on spendable resources.

Government-wide Financial Statements

The government-wide financial statements provide a broad overview of the City’s finances in a manner
similar to a private-sector business. The Statement of Net Assets presents information on all the City’'s
assets and liabilities with the difference between total assets and total liabilities reported as net assets.
Increases or decreases in net assets over time serve as a useful indicator of whether or not the financial
position of the City is improving or deteriorating. The Statement of Activities presents information
reflecting the City’s financial activities and changes in net assets during the year. These two statements
use the accrual basis of accounting, under which revenue is generally recognized when earned and
expenses recognized when incurred, regardless of when cash is received or paid. These statements
distinguish between governmental activities which are those that are principally supported by taxes and
intergovernmental revenues, and business-type activities which are those that are intended to recover
their costs through user fees and charges. The City’s business-type activities consist of water system
operations and sanitary sewer system operations.



CITY OF NORTH RIDGEVILLE, OHIO
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED DECEMBER 31, 2010
UNAUDITED

Fund Financial Statements

The governmental fund financial statements, listed in the table of contents, focus on the City’'s most
significant, or major funds. The City’s major governmental funds are the General Fund, Income Tax Fund
and Capital Projects Fund. The remaining non-major funds are combined and reflected in one single
column. Governmental fund financial statements focus on near-term inflows and outflows of spendable
resources and on balances of spendable resources that are available at year-end. This information can
be useful in determining what financial resources are available to finance the City’s activities. A
Reconciliation of the Statement of Revenues, Expenditures and Changes in Fund Balances of
Governmental Funds to the Statement of Activities for the year ended December 31, 2010 is presented.
The City, similar to other local governments, uses fund accounting to ensure and demonstrate finance
related legal requirements.

Fund Categories
The City’s funds can be divided into three categories comprised of governmental funds, proprietary funds
and fiduciary funds.

Governmental funds

Most of the City’'s activities are reported in governmental funds, which are used to account for essentially
the same functions reported as governmental activities in the government-wide financial statements.
Governmental funds use the modified accrual method of accounting, which measures cash and other
financial assets readily convertible to cash.

Proprietary funds

Proprietary funds are generally used to account for activities for which the City will charge customers and
users. The City maintains two types of proprietary funds. The first type, enterprise funds are used to
account for those functions reported as business-type activities in the government-wide financial
statements, which for the City, consists of water system operations and sanitary sewer system
operations. The second type, internal service funds are used to accumulate and allocate costs of goods
and services among the City’s various functions. The City uses an internal service fund for its medical
self-insurance program. This internal service fund is included within the governmental activities in the
government-wide financial statements since the City was the only participant in the self-insurance
program. Proprietary funds use the accrual basis of accounting.

Fiduciary funds

Fiduciary funds are used to account for resources held for the benefit of parties outside the City and are
not included in the government-wide financial statements since the resources held are not available to
support City programs. The City uses agency funds included under the fiduciary funds category. Agency
funds are reported on a full accrual basis, for which only a statement of assets and liabilities is presented.

Notes to the Basic Financial Statements

Notes to the basic financial statements provide additional information that is essential for a full
understanding of the data provided in the government-wide and fund financial statements. These should
be read in conjunction with those financial statements.
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MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED DECEMBER 31, 2010
UNAUDITED

Other Information

In addition to the basic financial statements and accompanying notes to the basic financial statements,
also presented are combining statements for nonmajor governmental funds and individual budgetary
comparisons.

The City of North Ridgeville as a Whole

Analysis of Net Assets
The Statement of Net Assets presents the City as a whole. Following is a condensed summary of the
City’s net assets as of the current year-end compared to the prior year-end.

Net Assets
Governmental Activities Business-type Activities Total
2010 2009 2010 2009 2010 2009
Assets
Current and other assets $23,360,878 $22,743,071 $17,939,298 $ 19,003,442 $ 41,300,176 $ 41,746,513
Capital assets, net 65,051,948 65,510,193 76,283,494 75,069,921 141,335,442 140,580,114
Total assets 88,412,826 88,253,264 94,222,792 94,073,363 182,635,618 182,326,627
Liabilities
Current liabilities 8,946,167 8,081,858 1,503,951 575,811 10,450,118 8,657,669
Long-term liabilities 12,581,809 13,155,622 25,844,276 27,240,047 38,426,085 40,395,669
Total liabilities 21,527,976 21,237,480 27,348,227 27,815,858 48,876,203 49,053,338
Net assets
Invested in capital assets,
net of related debt 56,146,937 56,582,855 50,453,768 51,390,803 106,600,705 107,973,658
Restricted 5,549,186 5,577,303 - - 5,549,186 5,577,303
Unrestricted 5,188,727 4,855,626 16,420,797 14,866,702 21,609,524 19,722,328
Total net assets $ 66,884,850 $67,015,784 $66,874,565 $ 66,257,505 $133,759,415 $ 133,273,289

Total assets increased by $ 308,991 to $ 182,635,618 in year 2010, resulting primarily from higher taxes
and intergovernmental receivables and capital asset additions, offset by depreciation of capital assets.
Investment in capital assets (land, construction in progress, buildings and improvements, equipment and
vehicles and infrastructure, net of depreciation) less any debt related to acquire those assets still
outstanding represents the largest portion of net assets, which (decreased) by ($ 1,372,953) due to the
effect of depreciation. Capital assets are used to provide services to the City's citizens, however, are not
available for future spending. Total capital assets, net of depreciation and amortization, increased by
$ 755,328 to $ 141,335,442 in 2010. New additions to capital assets included $ 1,701,141 of developer
contributions of infrastructure related to residential real estate development. The City expended $ 700,598
for land and buildings, $ 5,686,084 for construction in progress, $ 3,177,697 for equipment and vehicles,
and $ 1,639,392 for infrastructure in 2010, in addition to developer infrastructure contributions added.
Depreciation and amortization of capital assets amounted to $ 6,872,242 and $ 68,352, respectively.
Current and other assets (decreased) by ($ 446,337) to $ 41,300,176 of which equity in pooled cash and
equivalents (decreased) by ($ 1,349,955), in large part, related to the expenditure of unspent bond
proceeds from the prior year, and utilization of carryover balances to finance the current year operations.
Total liabilities (decreased) by ($ 177,135) to $ 48,876,203 resulting primarily from debt repayments. Total
net assets increased by $486,126 to $ 133,759,415, comprised of a ($130,934) (decrease) in
Governmental activities and $ 617,060 increase in Business-type activities.
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Analysis of Changes in Net Assets
To understand what makes up changes in net assets, following is a summary of activities for the current
year compared to the prior year.

Change in Net Assets

Governmental Activities Business-type Activities Total
Revenues 2010 2009 2010 2009 2010 2009
Program revenues
Charges for services $ 4,538,232 $ 4,576,813 $ 8,924,680 $ 7,800,984 $ 13,462,912 $ 12,377,797
Operating grants and
contributions 2,108,730 2,258,787 - - 2,108,730 2,258,787
Capital grants and
contributions 2,147,642 1,870,334 2,050,548 2,159,513 4,198,190 4,029,847
Total program revenues 8,794,604 8,705,934 10,975,228 9,960,497 19,769,832 18,666,431
General revenues
Property and
other local taxes 5,724,638 5,254,735 - - 5,724,638 5,254,735
Municipal income taxes 7,668,674 7,454,586 - - 7,668,674 7,454,586
Grants and entitlements 2,310,187 1,968,859 - - 2,310,187 1,968,859
Other 319,372 477,137 95,173 253,173 414,545 730,310
Total general revenues 16,022,871 15,155,317 95,173 253,173 16,118,044 15,408,490
Total revenues 24,817,475 23,861,251 11,070,401 10,213,670 35,887,876 34,074,921
Program expenses
Security of persons and
property 10,462,747 10,642,211 - - 10,462,747 10,642,211
Public health and w elfare 425,218 438,424 - - 425,218 438,424
Leisure time activities 377,164 426,346 - - 377,164 426,346
Community environment 1,457,665 1,461,279 - - 1,457,665 1,461,279
Transportation 5,852,535 6,372,633 - - 5,852,535 6,372,633
General government 6,081,311 6,259,737 - - 6,081,311 6,259,737
Interest 291,769 321,447 - - 291,769 321,447
Water - - 3,543,351 3,475,600 3,543,351 3,475,600
Sew er - - 6,909,990 8,393,945 6,909,990 8,393,945
Total program expenses 24,948,409 25,922,077 10,453,341 11,869,545 35,401,750 37,791,622
Increase (decrease)
in net assets (130,934) (2,060,826) 617,060 (1,655,875) 486,126 (3,716,701)
Net assets, beginning of year 67,015,784 69,076,610 66,257,505 67,913,380 133,273,289 136,989,990
Net assets, end of year $66,884,850 $67,015,784 $66,874,565 $ 66,257,505 $133,759,415  $ 133,273,289
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Governmental activities
Revenues by source of governmental activities in 2010 were comprised of:

Revenues by Source, Governmental Activities

Municipal income

taxes
Property and other 319%
local taxes
23% \
e
Capital grants and l\ Grants and
contributions entitlements and

9% Other
11%

Operating grants
and contributions

Charges for
8% services
18%

Total program revenues of Governmental Activities reflected a modest increase of $ 88,670 or 1.0% in
2010 over 2009. Charges for services (decreased) by ($ 38,581) and Operating grants and contributions
(decreased) by ($ 150,057), while Capital grants and contributions were $ 277,308 higher in 2010 versus
2009. In 2010, an increase in Ohio public works grants for road projects more than offset a decrease in
developer infrastructure contributions. Developer infrastructure contributions in recent years, consisting
primarily of road systems, amounted to $ 1,066,089 in 2010, $ 1,765,033 in 2009, $ 2,073,655 in 2008,
$ 5,231,564 in 2007, and $ 12,294,015 in 20086, reflecting the declining new housing market.

Total general revenues increased by $ 867,554 or 5.7% in 2010, resulting from higher property taxes from
a recent passage of property tax replacement levies, higher municipal income taxes and state-shared
taxes. Municipal income taxes of $ 7,668,674 represented the largest portion of general revenues and
31% of total revenues in 2010, followed by property and other local taxes which represented 23% of total
revenues in 2010. Municipal income taxes increased by $ 214,088 or 2.9%, while property and other
taxes increased by $ 469,903 or 8.9% in 2010.
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Program expenses of governmental activities in 2010 were comprised of:

Program Expenses, Governmental Activities

Leisuretime
activities Interest
2% 1%

General
gOV(zé‘rlg/ment Security of persons
b and property
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Transportation

Public health and
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2%

24% ‘

Community
environment
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Program expenses

Program expenses amounted to $ 24,948,409 in 2010, of which $ 8,794,604 was supported by program
revenue. Security of persons and property, which includes police, fire and paramedic services, in 2010,
represented $ 10,462,747 or 42% of total program expenses. Transportation, which includes street
maintenance, snow removal and storm channel maintenance, represented $ 5,852,535 or 24% of
program expenses. General government, which includes legislative and administrative services of
council, mayor, law, finance and computer services departments, utilities and maintenance of buildings
represented $ 6,081,311 or 24% of program expenses. Community environment represented
$ 1,457,665 or 5% of program expenses and included refuse collection and community development.
Leisure time activities, which includes recreation activities and maintenance of the City’'s park system,
represented $ 377,164 or 2% of total program expenses. Public health and welfare, which includes
senior citizen programs, payments to the County health department and cemetery maintenance,
represented $ 425,218 or 2% of total program expenses in 2010. Program expenses, in total were
$ 973,668 or 4% lower in 2010 than 2009. Expenses were lower in every program expense due primarily
to controlled spending cutbacks and a freeze in labor costs through its collective bargaining agreements.
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Business-type activities
Revenues by source for business-type activities for 2010 were comprised of:

Revenues by Source, Business-type Activities

Chargesfor
services
80%

Capital grants and
contributions
19%

Other
1%

Revenues

Program revenues of business-type activities represented 99% of total revenues in 2010. Charges for
services of $ 8,924,680 represented 80% of total revenues while capital grants and contributions
represented 19%. Tap-in fees of $ 1,689,296 comprised the majority of capital grants and contributions
total of $ 2,050,548 in 2010. The City’'s water rates were increased by 5.11% in February 2010 and its
sewer rates by 25% in August 2010. The volume of water usage billed increased by 4% in 2010. Other
general revenues of $ 95,173 represented the remaining 1% of total revenues, comprised primarily of
interest income.

Expenses, Business-type Activities

34%

Expenses

Water operations expenses amounted to $ 3,543,351 or 34% and sanitary sewer operations expenses
amounted to $ 6,909,990 or 66% of total program expenses for business-type activities in 2010. Both
water operations and sanitary sewer operations have historically been self-supporting through user fees
and charges. Water is purchased from three sources. The City’s wastewater treatment facility services
the City and two neighboring communities. The cost of the City’s sewer operations decreased in 2010
because the City had incurred significant expenses in 2009 for the removal of sludge resulting from a
down grade in its sludge classification by the federal Environmental Protection Agency.
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The City’s Funds

The City’s governmental funds financial information begins at page 18. As reflected on the Balance Sheet, total
governmental assets increased by $ 751,205 or 3.4%, while total governmental liabilities increased by
$ 1,413,115 or 10.0%, of which increase in liabilities was comprised primarily of an increase in deferred revenue
of $895,401. The net result was a (decrease) in governmental total fund balances of ($ 661,910) or (8.3%) to
$ 7,342,958 at year-end 2010. This resulted, in part, from the City using its carry over fund balances to help
finance current operations to avoid a curtailment of City services. As reflected on the Statement of Revenues,
Expenditures and Changes in Fund Balances, total governmental funds revenues increased by $ 1,238,162 or
5.6% in 2010, while total expenditures increased by $ 1,041,094 or 4.0%. Total other financing sources (uses)
increased by $ 144,976, which included note proceeds of $ 2,797,700 in 2010 compared to note proceeds of
$ 2,755,680 in 2009. The most significant changes in governmental revenues consisted of increases in
intergovernmental revenue of $ 844,936 resulting primarily from Ohio public works grants, municipal income tax
of $ 288,188, and charges for services of $ 134,824, The most significant changes in current governmental
expenditures were increases in security persons and property of $ 136,281 resulting from expending operating
grants, transportation of $ 645,216 from expending Ohio public works grants and general government of
$ 403,439 from contractual increases. Capital outlay was lower in 2010 due to completion of certain major
projects in the previous year, while principal debt payments were higher due to repayment of debt incurred
related to those capital projects.

The City’s major funds in 2010 consisted of the General Fund, Income Tax Fund, and Capital Projects Fund.
General Fund revenues were $ 163,786 or 4.1% lower in 2010 than 2009, resulting from lower property and
other local taxes, lower intergovernmental revenue, and miscellaneous. General fund total expenditures
increased by $ 278,735 or 2.6%, due primarily to contractual increases. Other financing sources, primarily
comprised of transfers-in from the City’s income tax fund, were $ 1,216,756 lower in 2010 than 2009 due to an
intentional reduction in total transfers from the Income tax fund. Accordingly, the General Fund balance
decreased by $ 855,453 or 36.2 % to $ 1,509,919 at year-end 2010. The Income Tax (Special Revenue) Fund
collects the City’'s 1% municipal income tax and, after payment of the department’'s expenses and taxpayer
refunds, transfers available monies ratably to the General Fund and Capital Projects Fund, at the discretion of
City Council. Transfers made in 2010 were allocated 93% to the General Fund and 7% to the Capital Projects
Fund, versus 85% and 15%, respectively, in 2009. Municipal income tax collections increased by $ 288,188,
which is attributable to continued housing growth in the City. Income tax revenues exceeded expenditures by
$ 7,269,223 in 2010 versus $ 7,051,863 in 2009. The Income Tax Fund balance increased by $ 627,737 to
$ 2,100,881 at year-end 2010 due to a reduction in transfers-out to $ 6,650,000 in 2010, down from $ 8,800,000
in 2009 to rebuild economic reserves. The Capital Projects Fund is supported primarily by transfers from the
Income Tax Fund, which were reduced to $ 465,500 in 2010 from $ 1,320,000 in 2009. Proceeds from the
issuance of notes of $ 2,546,000 in 2010 were used primarily to repay existing notes, which are issued for a one
year term. Capital outlay expended from the Capital Projects Fund in 2010 amounted to $ 25,810 in 2010 due
to postponement of projects. Accordingly the Capital Projects Fund ending fund balance reflected a net
(decrease) of ($ 434,150) in 2010.

The City’s proprietary funds information begins at page 24. Drinking water operations are reflected in the Water
Fund. Water Fund net assets increased by $ 732,839 to $ 19,085,583 at year-end 2010. Charges for services
included a 5.11 percent water rate increase in early 2010 to offset the increased cost of water operations.
Water consumption increased by 4% in 2010. Water operating revenues increased by $ 625,270 or 19.7% in
2010 as the result of user rate increases. Capital contributions were $ 446,488 in 2010, consisting primarily of
developers’ contributions of waterlines infrastructure and tap-in fees, which amounted to $ 15,865 or 3% less
than in 2009. Sanitary sewer operations are reflected in the Sewer Fund. The City’s wastewater treatment
facility services the City, the City of Avon and Village of Sheffield. Sewer fund net assets (decreased) by
($139,027) to $ 47,777,084 at year-end 2010. Charges for services included a 7% wholesale rate increase to
Avon and Sheffield in early 2010 and a 25% rate increase in late 2010 to the City’'s users to offset the
increased cost of sewer operations. Sewer operating revenues increased by $ 498,426 or 10.8% in 2010,
resulting from the rate increases. Capital contributions were $ 1,604,060 in 2010, comprised primarily of
developer contributions of sewer system infrastructure and tap-in fees, which was $ 93,101 or 5% less than
2009. The City’s water and sewer operations have historically been self-sufficient.
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CITY OF NORTH RIDGEVILLE, OHIO
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED DECEMBER 31, 2010
UNAUDITED

Budgetary Highlights

The City prepares its budget in accordance with Ohio law on the basis of cash receipts, disbursements and
encumbrances. The City's original budget and amendments are enacted by City Council upon recommendation
of Council’'s Finance Committee. Budgetary expenditure modifications at the legal level of control may only be
made by ordinance of City Council. The City’s final budget differs from the original budget due to various
amendments during the year to reflect changes in unanticipated revenue receipts and amended appropriations.
Revised budgeted receipts and amended appropriations were adopted in 2010 primarily for additional projects
funding obtained and personnel expense revisions.

The General Fund is the City’s most significant budgeted fund. Original budgeted receipts (excluding other
sources) for the General Fund were $ 3,696,107. Final budgeted receipts were $ 3,862,107. The City actually
received $ 4,025,647. Actual receipts were greater than estimated which resulted primarily from the City's
conservative approach during the economic slowdown. Original budget revenue is conservatively estimated.
Actual transfers-in of $ 6,184,500 from the Income Tax (Special Revenue) Fund were higher than originally
budgeted. Original budgeted appropriations (excluding Other uses) were $ 12,061,830 and final amended
appropriations were $ 12,075,658. The City actually expended $ 11,083,432, which was $ 992,226 less than
finally appropriated, which resulted from the intended curtailment of expenditures. The City historically spends
less than appropriated. In 2010 actual expenditures were 92% of final appropriations. Amended appropriations
provided for certain unanticipated overtime and employee termination payments. Other financing sources
(uses) included advances-in of $ 150,000 from the Federal Grants (Special Revenue) Fund representing
repayment of prior year advances, and advances-out of $ 445,000 consisting of $ 175,000 to the State Grants
(Special Revenue) Fund and $ 270,000 to the Federal Grants (Special Revenue) Fund. These advances
provide funds needed to expend under cost-reimbursement grants until the grant proceeds are subsequently
received.

Capital Assets
Capital assets, net of depreciation, at December 31, consisted of:

Governmental Activities Business-type Activities Total

2010 2009 2010 2009 2010 2009
Land $ 1,685,299 $ 1,214,309 $ 786,184 $ 786,184 $ 2,471,483 $ 2,000,493
Construction in progress 2,857,874 2,236,756 458,911 583,241 3,316,785 2,819,997
Buildings and improvements 3,024,913 2,892,984 502,332 519,431 3,627,245 3,412,415
Equipment and vehicles 2,724,904 3,015,971 10,623,643 8,490,257 13,348,547 11,506,228
Infrastructure 54,758,958 56,150,173 62,388,802 63,098,834 117,147,760 119,249,007
Intangible assets - 1,523,622 1,591,974 1,523,622 1,591,974

$65,051,948 $65,510,193 $76,283,494 $75,069,921 $141,335,442 $140,580,114

Capital assets are major assets that benefit more than one fiscal year. The City’s capitalization threshold is
$ 2,500, that is, asset cost must equal $ 2,500 or more to be capitalized. Infrastructure assets are long-lived
capital assets that are normally stationary in nature with a useful life significantly greater than most capital
assets. The City’s governmental infrastructure includes streets, bridges, culverts, sidewalks and storm drainage
systems.

The City's total capital assets, net of depreciation amounted to $ 141,335,442 at December 31, 2010, which was
$ 755,328 higher than the previous year, since additions exceeded depreciation. Capital assets, net of
depreciation under governmental activities (decreased) by ($ 458,245) in 2010, which included $ 1,066,089 from
developers’ contributions of infrastructure of road systems. Business-type capital assets, net of depreciation
increased by $ 1,213,573 to $ 76,283,494, which additions included $ 635,052 of developers’ contributions of
waterlines and sewer lines infrastructure. Total depreciation and amortization increased by $ 107,799 or 1.6%
to $ 6,940,594 in 2010 from $ 6,832,795 in 2009.

For more information about the City's capital assets, see Note 2J and Note 7 of Notes to the Basic Financial
Statements.
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CITY OF NORTH RIDGEVILLE, OHIO
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED DECEMBER 31, 2010
UNAUDITED

Debt
Outstanding debt obligations of the City at December 31 consisted of:

Governmental Activities Business-type Activities Total

2010 2009 2010 2009 2010 2009
Notes payable $ 3,027,380 $ 2,755,680 $ 1,124,000 $ 299,000 $ 4,151,380 $ 3,054,680
Water rights ETL-2 loan - - 760,284 782,265 760,284 782,265
OPWC loans 683,565 739,742 80,282 88,733 763,847 828,475
OWDA loan - - 1,899,345 2,033,249 1,899,345 2,033,249
Capital lease 104,066 - 5,815 - 109,881 -
General obligation bonds 4,950,000 5,700,000 19,805,000 21,185,000 24,755,000 26,885,000
Special assessment bonds 140,000 165,000 2,155,000 2,245,000 2,295,000 2,410,000
Leave benefits 3,676,798 3,795,200 614,550 606,800 4,291,348 4,402,000

$12,581,809 $13,155,622 $26,444,276 $27,240,047 $ 39,026,085 $ 40,395,669

As of December 31, 2010, the City had $ 39,026,085 of total debt outstanding, of which $ 6,542,472 is due
within one year. Total debt outstanding (decreased) by ($ 1,369,584) in 2010, which resulted from debt
payments.

The general obligation bonds outstanding at year-end 2010 include various purposes consisting of road
improvements, service garage addition, waterlines and sanitary sewer improvements. Sources for the debt
service payments include property tax collections, general revenues of the City, and water and sewer
operations, as applicable. The special assessment bonds were for infrastructure improvements, which debt
service is repaid from collections from property owners. The City’s general obligation bonds and special
assessment bonds mature in various increments through 2028. The OWDA loan financed an elevated water
storage tank, which debt is repaid from water system revenues. The OPWC loans consist of several zero
percent interest loans with twenty year terms, used primarily for road reconstruction which are repaid from the
City's capital projects and street funds, and a sewer line reconstruction which is repaid from sanitary sewer
system revenues. The water rights ETL-2 loan consists of the cost of water rights, to purchase a specified
amount of drinking water, financed over 258 months.

In October 2008, Moody’s Investors Service affirmed the City’'s general obligation long-term rating of A-1 in
connection with the issuance of $ 12,000,000 of general obligation capital improvement and equipment bonds in
November 2008. The A-1 rating applied to the general obligation long-term bonded debt outstanding at that
date in addition to the new Series 2008 issue. The City has not requested a rating update since 2008.

The State of Ohio statute limits the amount of general obligation debt, including both voted and unvoted debt,
but excluding certain exempt debt, that may be issued to 10 Y2 % of the total tax valuation of all property within
the City. The City’'s overall debt limitation at December 31, 2010 was $ 75,489,000 against which $ 7,091,000
of debt has been issued, leaving significant additional debt capacity within the debt limitation, in the amount of
$ 68,398,000.

For more information about the City’s debt, see Note 2M, Note 8, Note 9 and Note 10 of Notes to the Basic
Financial Statements.
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CITY OF NORTH RIDGEVILLE, OHIO
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED DECEMBER 31, 2010
UNAUDITED

Economic Factors and Next Year’'s Budget

As the result of infrastructure improvements in recent years, including construction of an interceptor trunk sewer
to serve the western portion of the City, new housing construction has continued in recent years resulting in new
annual revenues to the City including municipal income taxes, licenses and fees, charges for services and tap-in
fees. The City’s real property assessed value increased by two percent in 2010 following its first decline in
decades of two percent in 2009.

While the City continues to use a conservative economic forecast for revenue growth and a zero-based
approach to expenditure appropriations for 2011, the economic outlook remains positive, as the economic
recovery began its anticipated slow improvement. A continued modest increase in revenues from new housing
construction is expected in year 2011. Municipal income taxes are anticipated to increase slightly, as result of
the continuation of residential and commercial growth within the City. Property tax collections are expected to
remain relatively consistent with the prior year. The City is anticipating a reduction in certain intergovernmental
revenues from the State of Ohio after mid-2011 as contained in the Governor's budget, which also contains
provisions intended to reduce the City’s labor cost. City's management anticipates additional water and sewer
rate increases over the next few years, as necessary, to offset the rising cost of operations.

The City has renegotiated its labor agreements with the employee bargaining units resulting in anticipated cost
reductions to the City in 2011. Other inflationary cost increases are anticipated to be offset by revenue
increases.

Request for Information

This financial report is designed to provide our citizens, taxpayers and creditors with a general overview of the
City's finances and show the City’'s accountability for the money it receives and spends. If you have any
guestions about this report or need additional financial information, contact the Auditor's Office, City of North
Ridgeville, 7307 Avon Belden Road, North Ridgeville, Ohio 44039; telephone (440) 353-0851.
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Assets
Equity in pooled cash and equivalents
Accounts receivable
Due from other governments
Internal balances
Inventories and supplies
Prepaid and deferred expenses
Income taxes receivable
Taxes receivable - property and other
Special assessments receivable
Claims advance deposit
Capital assets
Nondepreciable capital assets
Depreciable capital assets, net
Intangible assets, net
Total assets

Liabilities
Accounts and contracts payable
Accrued salaries, w ages and benefits
Accrued interest payable
Claims payable
Due to other governments
Unearned revenue
Notes payable
Long-term liabilities
Due w ithin one year
Due in more than one year
Total liabilities

Net assets

Invested in capital assets, net of related debt

Restricted for:
Debt service
Capital projects
Highw ay and streets
Public safety
Recreation
Community environment
Other purposes

Unrestricted

Total net assets

CITY OF NORTH RIDGEVILLE, OHIO
STATEMENT OF NET ASSETS

DECEMBER 31, 2010

Governmental Business-Type
Activities Activities Total

$ 7,932,278 $ 13,318,626 $ 21,250,904
458,622 1,038,000 1,496,622
2,339,876 286,874 2,626,750
(11,898) 11,898 -
- 210,900 210,900
46,200 19,800 66,000
5,326,700 - 5,326,700
6,686,200 - 6,686,200
140,000 3,053,200 3,193,200
442,900 - 442,900
4,543,173 1,245,095 5,788,268
60,508,775 73,514,777 134,023,552
- 1,523,622 1,523,622
88,412,826 94,222,792 182,635,618
873,878 643,327 1,517,205
333,312 74,151 407,463
36,500 87,400 123,900
385,000 - 385,000
742,553 99,073 841,626
6,574,924 - 6,574,924
- 600,000 600,000
3,698,957 2,243,515 5,942,472
8,882,852 23,600,761 32,483,613
21,527,976 27,348,227 48,876,203
56,146,937 50,453,768 106,600,705
446,721 - 446,721
700,751 700,751
2,160,637 - 2,160,637
1,194,660 - 1,194,660
233,247 - 233,247
539,255 - 539,255
273,915 - 273,915
5,188,727 16,420,797 21,609,524
$ 66,884,850 $ 66,874,565 $ 133,759,415

See accompanying notes to the basic financial statements.
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Functions/Programs

Governmental activities:
Security of persons and property  $
Public health and w elfare
Leisure time activities
Community environment

Transportation

General government

Interest

Total governmental activities

Business-type activities:

Water
Sew er

Total business-type activities

Total

CITY OF NORTH RIDGEVILLE, OHIO

STATEMENT OF ACTIVITIES

FOR THE YEAR ENDED DECEMBER 31, 2010

Program Revenues

Charges for Operating Grants, Capital

Services Interest and Grants and

Expenses and Sales Contributions Contributions
10,462,747 $ 1,234,542 $ 81,443 $ 24,115
425,218 23,056 31,309 -
377,164 212,659 - 52,407
1,457,665 549,313 137,860 107,591
5,852,535 - 1,724,972 1,963,529
6,081,311 2,518,662 133,146 -
291,769 - - -
24,948,409 4,538,232 2,108,730 2,147,642
3,543,351 3,806,474 - 446,488
6,909,990 5,118,206 - 1,604,060
10,453,341 8,924,680 - 2,050,548
$ 35,401,750 $ 13,462,912 $ 2,108,730 $ 4,198,190

General revenues

Property taxes levied for:

General purpose

Other

Municipal income taxes levied for:

General purpose

Grants and entitlements not restricted to specific purposes

Investment earnings

Miscellaneous

Total general revenues

Change in net assets

16

Net assets at beginning of year
Net assets at end of year

See accompanying notes to the basic financial statements.



Net (Expense) Revenue and Changes in Net Assets

Governmental Business-Type

Activities Activities Total
$  (9122647) 3 - $  (9,122,647)
(370,853) - (370,853)
(112,098) - (112,098)
(662,901) - (662,901)
(2,164,034) - (2,164,034)
(3,429,503) - (3,429,503)
(291,769) - (291,769)
(16,153,805) - (16,153,805)
- 709,611 709,611
- (187,724) (187,724)
- 521,887 521,887
(16,153,805) 521,887 (15,631,918)
1,090,355 - 1,090,355
4,634,283 - 4,634,283
7,668,674 - 7,668,674
2,310,187 - 2,310,187
56,592 95,173 151,765
262,780 - 262,780
16,022,871 95,173 16,118,044
(130,934) 617,060 486,126
67,015,784 66,257,505 133,273,289
$ 66,884,850 $ 66,874,565 $ 133,759,415
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CITY OF NORTH RIDGEVILLE, OHIO

BALANCE SHEET -
GOVERNMENTAL FUNDS

DECEMBER 31, 2010

Assets
Equity in pooled cash and equivalents
Income taxes receivable
Taxes receivable - property and other
Special assessments receivable
Due from other governments
Accounts receivable and other
Interfund receivables
Prepaid items

Total assets

Liabilities and fund balances
Liabilities
Accounts and contracts payable
Accrued wages and benefits
Due to other governments
Interfund payables
Deferred revenue
Total liabilities

Fund balances
Reserved for encumbrances
Reserved for prepaid items
Unreserved, reported in
General Fund
Special Revenue Funds
Debt Service Funds
Capital Projects Funds
Total fund balances
Total liabilities and fund balances

Other Total
Income Capital Governmental Governmental

General Tax Projects Funds Funds
$ 1,739,143 $ 1,352,650 $ 337,015 $ 4,126,618 $ 7,555,426
- 5,326,700 - - 5,326,700
1,166,100 - - 5,520,100 6,686,200
- - - 140,000 140,000
802,604 - - 1,537,272 2,339,876
54,800 - 164,622 239,200 458,622
366,211 - - - 366,211
46,200 - - - 46,200
$ 4,175,058 $ 6,679,350 $ 501,637 $ 11,563,190 $ 22,919,235
$ 87,203 $ 4,972 $ 16,242 $ 576,163 $ 684,580
198,305 4,982 - 130,025 333,312
447,927 6,615 - 288,011 742,553
- - - 366,211 366,211
1,931,704 4,561,900 - 6,956,017 13,449,621
2,665,139 4,578,469 16,242 8,316,427 15,576,277
68,222 8,417 63,292 389,815 529,746
46,200 - - - 46,200
1,395,497 - - - 1,395,497
- 2,092,464 - 2,670,806 4,763,270
- - - 325,021 325,021
- - 422,103 (138,879) 283,224
1,509,919 2,100,881 485,395 3,246,763 7,342,958
$ 4,175,058 $ 6,679,350 $ 501,637 $ 11,563,190 $ 22,919,235

See accompanying notes to the basic financial statements
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CITY OF NORTH RIDGEVILLE, OHIO

RECONCILIATION OF TOTAL GOVERNMENTAL FUND BALANCES

TO NET ASSETS OF GOVERNMENTAL ACTIVITIES

DECEMBER 31, 2010

Total governmental funds balances

Amount reported for governmental activities in the
statement of net assets are different because:

Capital assets used in governmental activites are not financial
resources and therefore not reported in the funds.

Other long- term assets are not available to pay for current period
expenditures and therefore are deferred in the funds:
Property and other local taxes
Municipal income tax
Intergovernmental
Special assessments
Miscellaneous

353,600
4,561,900
1,764,397

140,000

54,800

Total

In the statement of activities, interest is accrued on outstanding long-term
obligations, w hereas in governmental funds, an interest expenditure
is reported w hen due.

Long-term liabilities are not due and payable in the current
period and therefore are not reported in the funds:
Notes payable
Loans payable
Bonds payable
Special assessment bonds
Capital leases
Compensated absences

(2,546,000)
(1,164,945)
(4,950,000)
(140,000)
(104,066)
(3,676,798)

An internal service fund is used by management to charge the costs
of insurance to individual funds. The assets and liabilities of the
internal service fund are included in governmental activities
in the statement of net assets.

Net assets
Internal balances

Net assets of governmental activities

See accompanying notes to the basic financial statements.
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7,342,958

65,051,948

6,874,697

(36,500)

(12,581,809)

245,454
(11,898)

66,884,850




CITY OF NORTH RIDGEVILLE, OHIO

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES -
GOVERNMENTAL FUNDS

Revenues
Property and other local taxes
Municipal income taxes
Intergovernmental
Special assessments
Charges for services
Fines, licenses and permits
Interest
Miscellaneous

Total revenues

Expenditures
Current
Security of persons and property
Public health and w elfare
Leisure time activities
Community environment
Transportation
General government
Capital outlay
Debt service
Principal
Capital lease
Interest and fiscal charges
Total expenditures

Excess (deficiency) of revenues over
expenditures

Other financing sources (uses)
Transfers in
Transfers out
Issuance of notes and loans
Proceeds from capital leases
Total other financing sources (uses)

Net change in fund balances

Fund balances, beginning of year

Fund balances, end of year

FOR THE YEAR ENDED DECEMBER 31, 2010

Other Total
Income Capital Governmental Governmental
General Tax Projects Funds Funds

$ 1,057,570 $ - $ - $ 4,491,170 $ 5,548,740
- 7,751,774 - - 7,751,774
1,242,413 - - 3,962,710 5,205,123
- - - 134,140 134,140

- - - 2,971,112 2,971,112
1,039,539 - - 91,455 1,130,994
6,878 12,298 4,826 30,516 54,518
442,086 1,383 - 192,797 636,266
3,788,486 7,765,455 4,826 11,873,900 23,432,667
5,663,200 - - 4,672,770 10,335,970
367,492 - - 63,102 430,594
217,026 - - 175,507 392,533
1,465,810 - - - 1,465,810
- - - 3,015,750 3,015,750
3,189,875 495,823 - 2,752,491 6,438,189
- - 25,872 1,229,879 1,255,751

- - 3,191,328 165,849 3,357,177

2,431 263 - 621 3,315
1,349 146 263,200 39,874 304,569
10,907,183 496,232 3,480,400 12,115,843 26,999,658
(7,118,697) 7,269,223 (3,475,574) (241,943) (3,566,991)
6,184,500 - 465,500 - 6,650,000
- (6,650,000) - - (6,650,000)

- - 2,546,000 251,700 2,797,700

78,744 8,514 - 20,123 107,381
6,263,244 (6,641,486) 3,011,500 271,823 2,905,081
(855,453) 627,737 (464,074) 29,880 (661,910)
2,365,372 1,473,144 949,469 3,216,883 8,004,868
$ 1,509,919 $ 2,100,881 $ 485,395 $ 3,246,763 $ 7,342,958

See accompanying notes to the basic financial statements.

20



CITY OF NORTH RIDGEVILLE, OHIO

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN
FUND BALANCES OF GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES

FOR THE YEAR ENDED DECEMBER 31, 2010

Net change in fund balances - total governmental funds $ (661,910)

Amounts reported for governmental activities in the
statement of activities are different because:

Governmental funds report capital outlays as expenditures. How ever in the
statement of activities, the cost of those assets is allocated over their useful
lives and reported as depreciation expense. This is the amount by w hich
depreciation expense exceeded net capital outlay in the current period.

Capital outlay, net 3,853,143
Depreciation expense (4,311,388)
(458,245)
Revenues in the statement of activities that do not provide current
financial resources are not reported as revenues in the funds
Municipal income tax (83,100)
Property and other local taxes 175,898
Miscellaneous (46,500)
Special assessments (25,000)
Intergovernmental 295,347
316,645
Other financing sources in the governmental funds that increase long-term
liabilities in the statement of net assets are not reported as revenue in
the statement of activities.
Note proceeds (2,797,700)
Capital lease proceeds (107,381)
(2,905,081)
Repayment of debt principal is an expenditure in the governmental
funds, but the repayment reduces long-term liabilities in the statement
of net assets.
Note principal paid 2,526,000
Loan principal paid 56,177
Capital lease principal paid 3,315
Bond principal paid 775,000
3,360,492
In the statement of activities, interest is accrued on outstanding debt,
w hereas in governmental funds, an interest expenditure is
reported w hen due. 12,800
Some expenses reported in the statement of activities do not require
the use of current financial resources and therefore are not reported
as expenditures in governmental funds.
Compensated absences 118,402
The internal service fund used by management to charge the costs of
insurance to individual funds is not reported in the entity-w ide statement
of activities. Governmental expenditures and related internal service
fund revenues are eliminated. The net revenue (expense) of the internal
service fund is allocated among governmental activities.
Change in net assets 109,211
Internal balances (23,248)
85,963
Change in net assets of governmental activities $ (130,934)

See accompanying notes to the basic financial statements.
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CITY OF NORTH RIDGEVILLE, OHIO

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES
BUDGET (NON-GAAP BUDGETARY BASIS) AND ACTUAL

FOR THE YEAR ENDED DECEMBER 31, 2010

General Fund

Variance w ith

Final Budget
Budget Amounts Positive
Qriginal Final Actual (Negative)
Revenues
Local taxes $ 1,084,945 $ 1,058,945 $ 1,057,570 $ (1,375)
Intergovernmental revenue 963,462 1,119,462 1,222,074 102,612
Fines, licenses, and permits 998,300 998,300 1,037,539 39,239
Interest 10,000 10,000 6,878 (3,122)
Miscellaneous 639,400 675,400 701,586 26,186
Total revenues 3,696,107 3,862,107 4,025,647 163,540
Expenditures
Current
Security of persons and property 6,370,303 6,332,881 6,000,123 332,758
Public health and w elfare 376,898 377,618 368,994 8,624
Leisure time activities 260,482 260,972 218,115 42,857
Community development 1,598,059 1,601,579 1,495,060 106,519
General government 3,456,088 3,502,608 3,001,140 501,468
Total expenditures 12,061,830 12,075,658 11,083,432 992,226
Excess (deficiency) of revenues
over expenditures (8,365,723) (8,213,551) (7,057,785) 1,155,766
Other financing sources (uses)
Transfers-in 6,138,000 6,324,000 6,184,500 (139,500)
Advances-in 150,000 150,000 150,000 -
Advances-out (200,000) (445,000) (445,000) -
Transfers-out - (7,000) (3,360) 3,640
Total other financing sources (uses) 6,088,000 6,022,000 5,886,140 (135,860)
Excess (deficiency) of revenues over
expenditures and other financing sources (uses) (2,277,723) (2,191,551) (1,171,645) 1,019,906
Prior year encumbrances 142,612 142,612 142,612 -
Fund balances, beginning of year 2,611,076 2,611,076 2,611,076 -
Fund balances, end of year $ 475,965 $ 562,137 $ 1,582,043 $ 1,019,906

See accompanying notes to the basic financial statements.
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CITY OF NORTH RIDGEVILLE, OHIO

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES
BUDGET (NON-GAAP BUDGETARY BASIS) AND ACTUAL

FOR THE YEAR ENDED DECEMBER 31, 2010

Income Tax Fund

Variance with

Final Budget
Budget Amounts Positive
Original Final Actual (Negative)
Revenues

Local taxes $ 7,500,000 $ 7,500,000 $ 7,619,773 $ 119,773

Interest 20,000 20,000 12,298 (7,702)

Miscellaneous - - 1,383 1,383
Total revenues 7,520,000 7,520,000 7,633,454 113,454
Expenditures

Current

General government

Personal services 233,170 233,730 225,273 8,457

Materials and supplies 84,929 84,929 58,099 26,830

Contractual services 19,152 19,152 10,125 9,027

Capital outlay 20,110 20,110 2,110 18,000

Other 265,007 265,007 205,622 59,385
Total expenditures 622,368 622,928 501,229 121,699
Excess (deficiency) of revenues

over expenditures 6,897,632 6,897,072 7,132,225 235,153
Other financing sources (uses)

Transfers-out (6,600,000) (6,800,000) (6,650,000) (150,000)
Total other financing sources (uses) (6,600,000) (6,800,000) (6,650,000) (150,000)
Excess (deficiency) of revenues over expenditures

and other financing sources (uses) 297,632 97,072 482,225 385,153