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TRIMBLE, JULIAN & GRUBE, INC.

“SERVING OHIO LOCAL GOVERNMENTS”

1445 Worthington Woods Boulevard Telephone 614.846.1899
Suite B Facsimile 614.846.2799
Worthington, Ohio 43085

Independent Auditor’s Report

Members of Council and Mayor
City of Shelby

23 W. Main Street

Shelby, Ohio 44875

We have audited the accompanying general purposefinancial statements of the City of Shelby, Richland
County, (the " City”) as of and for the year ended December 31, 2000, as listed in the table of contents.
These general purpose financial statements are the responsibility of the City of Shelby’s management.
Our responsibility isto express an opinion on these general purpose financial statements based on our
audit.

We conducted our audit in accordance with generally accepted auditing standards and the standards
applicable to financial audits contained in Gover nment Auditing Standards, issued by the Comptroller
General of the United States. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the general purpose financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and
disclosuresinthe general purposefinancial statements. Anaudit also includes assessing the accounting
principles used and significant estimates made by management, aswell asevaluating the overall general
purpose financial statement presentation. We believe that our audit provides areasonable basisfor our
opinion.

In our opinion, the general purpose financial statements referred to above present fairly, in all material
respects, the financial position of the City of Shelby, as of December 31, 2000, and the results of its
operations and the cash flows of its proprietary fund types and nonexpendable trust funds for the year
then ended in conformity with generally accepted accounting principles.

In accordance with Gover nment Auditing Standar ds, we have al so issued areport dated June 25, 2001,
on our consideration of the City of Shelby’ sinternal control over financial reporting and our tests of its
compliance with certain provisions of laws, regulations, contracts and grants. That report isanintegral
part of an audit performed in accordance with Government Auditing Standards and should be read in
conjunction with this report in considering the results of our audit.

Trimble, Julian & Grube, Inc.
June 25, 2001
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CITY OF SHELBY, OHIO
COMBINED STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCES
ALL GOVERNMENTAL FUND TYPES
FOR THE YEAR ENDED DECEMBER 31, 2000

Governmental Fund Types

Total
Special Debt Capital (Memorandum
General Revenue Service Projects Only)
Revenues:
Municipal incometax . . . ... ... .... $1,202,364 $185,006 $1,295,123 $2,682,493
Property and other taxes. . . . .. ... ... 312,101 434,816 746,917
Chargesforservices . . . . .......... 335,000 30,767 55,000 420,767
Licenses, permitsandfees. . . . .. ... .. 13,348 18,587 31,935
Finesand forfeitures. . . . ... ... .. .. 162,395 6,212 24,630 193,237
Intergovernmental . . . .. ... ... .... 807,519 572,572 55,209 1,435,300
Special assessments . . .. ... L. $247,225 247,225
Investmentincome. . . . ... ... ... .. 249,184 4,005 54,292 160,571 468,052
Rentalincome . . . . ............. 8,230 8,230
Other. . . ....... ... . ........ 66,645 36,444 31,542 134,631
Totalrevenue . . . ... .......... 3,148,556 1.296.639 301,517 1,622,075 6.368.787
Expenditures:
Current Operations:
General government . . . . ... ... ... 835,577 231,845 1,067,422
Security of personsand property. . . . . . . 1,867,037 266,072 2,133,109
Public healthand welfare. . . . . . ... .. 236,482 236,482
Transportation . . . .. .. ......... 617,213 617,213
Community environment . . . . ... ... 204,188 204,188
Leisuretimeactivity . . . ... ....... 69,924 69,924
Capitaloutlay . . . .. ............ 2,881,197 2,881,197
Debt service:
Principal retirement . . .. ... ... ... 2,498 242,852 245,350
Interest and fiscal charges. . . . . ... .. 814 2,188 32,056 35,058
Total expenditures . . . . .. ... .... 2,705,926 1,627,912 274,908 2,881,197 7,489,943
Excess (deficiency) of revenues
over (under) expenditures . . . . .. .. 442,630 (331,273) 26,609 (1,259,122) (1,121,156)
Other financing sources (uses):
Operating transfersin. . . . ... ... ... 6,073 339,167 1,020,250 1,365,490
Operating transfersout . . . . .. ... ... (359.417) (6,073) (1,000,000) (1,365,490)
Total other financing sources (uses) . . . . (353,344) 339,167 (6,073) 20,250 0
Excess of revenues and other
financing sources over (under)
expendituresand other uses. . . . . . .. 89,286 7,894 20,536 (1,238,872) (1,121,156)
Fund balances, January 1. . . . .. ... ... 1,003,295 758,411 1,458,178 4,644,746 7,864,630
Increaseinreserve for inventory . . . . .. .. 3,088 20,134 23222
Fund balances, December 31. . . . . ... .. $1,095,669 $786.439 $1.478.714 $3.405,874 $6,766.696

THE NOTES TO THE GENERAL PURPOSE FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THIS STATEMENT.



Bl c]

VONVNHZEOR: Y TRENEDZHLOLSAIONTHL

sy TEWS B ey iz EDS 23 TS oroigsy oS poracze3 e w3 G0z feows)
0 g ) 0 g LS 0 0 0 0 73 WL 0 SELTE LT
0 £88E9 BBELYY 0 e8088¢E 9E8068E 0 UTEWT UTEYT o ToL08S TOLOBS 0 feiaaz: 4 SITYRY
Lgese sy (GBr0es) WIS (vesn) (e6zEy) %95 =04 wsvT :ued ez (rEm) o268 g [=2T0)
Greez) 0000t IIEER (=2 LELET LT = {209 (coo2) 08885 (tevene) (Tom9e) BT 66T268 T
(8a8T) 0000t YOB2E0C (cooooe) 0 aoooooe ETL Qo00oT =
62em (0eese) (188 0 (o) (aooooo) 3 €209 (on) fezicoc) (@sere) (oovene) 0 () ()
61869 S0EE8E BIELTE WS LECET LT e L9T6EE SISEE BT II9%TT SOWOT
SBTERLY @Ea0e) (w5ese9) £STEBE (oozgTe) toogrr) 6y 0% BT @sm2) FBTOBT owere T @ogm) (evoeT)
g ZISI078 TO7ZI0ET EE0%E5E I0vvE EL e WL ore% Ay USERT 66T 3 &0 Or9vore
woy w0 0TS Wov EE3 Q0TeE
e B [eesic74 8Te mBaT 00092
oot 6T0vorE oL €80%8E SI0VVE Ve
T we 2908 BTTE e fasloc)
aveE g 224 v Pt 244
Y80 Jic:i: 78 2IL600T ferizihc 4 L5892 21L60T
BE 272 eC0 =5 [ 4 620
Py aweee BB arke 4 16592 VIELE 95/ 08T TBO6T 1091602
SI06T TILETT BBEET LB eoctce4 UB0E SBE0T 8STY06 E00ETOT
(Ge%e) LY 06€%09 BT HIE 0T ewvo) 15T 000YCE (257 TLLEE EB0EEVY TRV 796866 ETTWLT
e SZeeT o) UET a5t £ ST S0E g3 1678 399 BT
% cesor o e cesor o
ITTEET eutsed H6BE e Tsoat 0sBYL fcard ;S 1662 e Eiod e oLTE G4 SR
[:73>2) e w4 Que a3 ooz
B HITIST TWELZYT L4 XS 8ZE (BTES) 065 TOTET9 e TESTER 6BLLL
[c23:4 LE286T 806191 €TES 9T LTEBT .4 farac) 08E L FEDT BT
@) FBTE wE g1zo) 28581 1204 T SEET QT
[r) o/ SEBE 2T fon=3 P73 %12 /e s ouz 0Ee [oosi4
6T fecclo=e) TILE® (e8ee) TELBE LTy L08%S ToB08ZS vy
(epevamm) feos:eer) OETEES () [eeclzer ) OUETESS
breoesn) DY Bomg eppoern) Bmg brpoern) PRy Bomg breoeyn) PRy #omg breoen) PRy womg
oo Py Py apporey pesiey apporey pesiey opporey pesvey
TN seen PN o e
(Arourpeowsig
BOL sweby pikd MBS XRA aneney posds EBLBD

OO TEXEENECRA GBANSMVAASHLAOY
SHALGWH VINGANSE/AOD TV

6BVE AVIFOANEdVYONON) VIOV ANV 13508

SIONV VA ANHNISTONVHO ONY

SRNUANEDE SHNE/R4-0 INSNELLYIS CENBINCD

OIHO ‘Ag13HS 40 ALID

uiseREfuREd0
) SIs BUpLELy B0

+-smpecde () B0
sl p (BDIED)s=0g

...... - - sapedo poL

s rsbEp psypee BB

1eueip! pdouly

2onesXPQ

Ty S
...... - Anpeanarse
JBULDIAG ALy

...... -
vvvvvvv [——
Aedo pesucsed p Auroes



CITY OF SHELBY, OHIO
COMBINED STATEMENT OF REVENUES, EXPENSES
AND CHANGES IN RETAINED EARNINGS/FUND BALANCE
ALL PROPRIETARY FUND TYPES AND NONEXPENDABLE TRUST FUNDS
FOR THE YEAR ENDED DECEMBER 31, 2000

Fiduciary
Proprietary Fund Types Fund Type
Total
Internal Nonexpendable (Memorandum
Enterprise Sarvice Trust Only)
Operating revenues.
Chargesforservices . . . .. ... .. ... ... $8,648,738 $553,231 $9,201,969
Investmentearnings . . . . .. ... ....... $1,139 1,139
Other. . ... ...... ... ... ... . ... 272,270 5,463 277,733
Total operatingrevenues . . . . ... ... ... 8,921,008 558,694 1,139 9,480,841
Operating expenses.
Personal services. . . . . ... ... ... 2,322,641 2,322,641
Contract Services. . . . . . . . . .. 1,783,380 863 1,784,243
Materidlsandsupplies . . . . ... ... ..... 4,108,187 4,108,187
Utilities. . . . . . . . .. . . . . . . .. 265,727 265,727
Depreciation . . . ... ... ... ... ..... 893,077 893,077
Clams. . . . ... . 408,657 408,657
Other . . .. .. ... . . . .. .. ... ..... 866,603 866,603
Total operatingexpenses . . . . .. ... .... 10,239,615 408,657 863 10,649,135
Operatingincome(loss). . . . .. ... .. ... (1,318,607) 150,037 276 (1,168,294)
Nonoperating revenues (expenses):
Interest expense and fiscal charges. . . . . . . .. (171,810) (171,810)
Investmentearnings . . . . .. ... ....... 363,568 8,924 372,492
Other nonoperatingexpenses. . . . . . . ... .. (71,805) (71,805)
Total nonoperating revenues (expenses) . . . . . 119,953 8,924 128,877
Netincome(loss). . . . . ... ......... (1,198,654) 158,961 276 (1,039,417)
Retained earnings/fund balance, January 1. . . . . 19,955,837 (54,422) 23,261 19,924,676
Retained earnings/fund balance, December 31. . . 18,757,183 104,539 23,537 18,885,259
Contributed capital, January 1. . . . . . ... ... 2,040,760 2,040,760
Depreciation on fixed assets aquired by
contributed capital . . . .. ... ... .. ... (46,249) (46,249)
Contributed capital, december 31. . . . .. .. .. 1,994,511 1,994,511
Fund equity, December 31. . . . . ... ...... $20,751,694 $104,539 $23,537 $20,879,770

THE NOTESTO THE GENERAL PURPOSE FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THIS STATEMENT.



CITY OF SHELBY, OHIO

COMBINED STATEMENT OF CASH FLOWS
ALL PROPRIETARY FUND TYPES AND NONEXPENDABLE TRUST FUNDS
FOR THE YEAR ENDED DECEMBER 31, 2000

Cash flows from operating activities:
Cashreceived fromcustomers . . . . . . ... .. ..
Cash received from other operations. . . . . . .. ..
Cash payments for personal services. . . . . ... ..
Cash payments for contract services . . . . . ... ..
Cash payments for materials and supplies . . . . . . .
Cash payments for utilities. . . . ... ........
Cash paymentsforclams . . . ... .........
Cash payments for other expenses. . . . . . .. ...

Net cash provided by (used in)
operating activities . . . . .. ... ... L.

Cash flows from noncapital financing activities:
Transfersinfromother funds. . . . . . .. ... ...
Transfersouttoother funds . . . . . ... ... ...
Cash used for nonoperating expenses . . . . . . ...

Net cash used in noncapital
financing activities. . . . . ... ... ... ...,

Cash flows from capital and related financing activities:
Acquisition of capital assets. . . . . . ... ... ..
Proceeds fromthesadleofnotes . . . . . . ... ...
Principal retirement . . . . . ... ... L.
Interest and fiscal charges. . . . . . ... ... ...

Net cash used in capital and related
financing activities. . . . . . ... ... ... ...

Cash flows from investing activities:
Interestreceived. . . . ... ... ... ... ...

Net cash provided by
investing activities . . . . .. ... ... ...

Net increase (decrease) in
cashand cashequivalents. . . . . ... .......

Cash and cash equivalents, January1 . . . . . .. ..
Cash and cash equivalents, December 31. . . . . . ..

Reconciliation of operating income (loss) to net
cash provided by (used in) operating activities:
Operatingincome (l0ss). . . . . . ... ... ....
Adjustments to reconcile operating income
(loss) to net cash provided by (used in)
operating activities:
Depreciation. . . . . . ... ...
Interest reported as operatingincome . . . . . . . .
Changes in assets and liabilities:
Increase in materials and suppliesinventory . . . .
Increase in accountsreceivable. . . . . .. .. ..
Increaseinprepayments . . . . .. . ... ... .
Increasein accountspayable. . . . . . . ... ..
Increase in accrued wages and benefits, . . . . . .
Decrease in compensated absences payable . . . .
Increase in due to other governments. . . . . . . .
Decreaseinclamspayable. . . . . ... ... ..

Net cash provided by (used in)
operating activities. . . . ... ... ... ... ..

Fiduciary
Proprietary Fund Types Fund Type
Total
Internal Nonexpendable (Memorandum
Enterprise Service Trust Only)

$8,358,587 $553,231 $8,911,818
272,270 5,463 277,733
(2,184,551) (2,184,551)
(1,587,792) ($863) (1,588,655)
(3,909,991) (3,909,991)
(265,727) (265,727)
(513,975) (513,975)
(866,603) (866,603)
(183,807) 44,719 (863) (139,951)
2,906 2,906
(2,906) (2,906)
(71,805) (71,805)
(71,805) (71,805)
(3,356,239) (3,356,239)
3,600,000 3,600,000
(4,000,000) (4,000,000)
(173,120) (173,120)
(3,929,359) (3,929,359)
363,568 8,924 1,139 373,631
363,568 8,924 1,139 373,631
(3,821,403) 53,643 276 (3,767,484)
8,361,829 155,253 23,261 8,540,343
$4,540,426 $208,896 $23,537 $4,772,859
($1,318,607) $150,037 $276 ($1,168,294)
893,077 893,077
(1,139) (1,139)
(51,403) (51,403)
(290,151) (290,151)
(12,501) (12,501)
457,688 457,688
35,326 35,326
24,865 24,865
77,899 77,899
(105,318) (105,318)
($183,807) $44,719 ($863) ($139,951)

THE NOTES TO THE GENERAL PURPOSE FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THIS STATEMENT.



CITY OF SHELBY, OHIO
NOTES TO THE GENERAL PURPOSE FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2000

NOTE 1- DESCRIPTION OF THE CITY

The City isahome rule municipal corporationincorporated asa City in 1922 under the laws
of the State of Ohio. The City operates under its own charter and is governed by a mayor-
council form of government, which was adopted on January 1, 1923.

The Mayor, elected by the voters for a four-year term, is the head of the municipal
government for ceremonial, administrative, and executive purposes. As chief conservator
of the peace, the mayor oversees the enforcement of all laws and ordinances. The mayor
also executes al contracts, conveyances, and evidences of indebtedness of the City.

Legidlative authority is vested in a five member council with four members elected from
wards and the president of Council elected at large. Members of Council are elected to two
year terms. Council enactsordinancesand resolutionsrelatingtotax levies, appropriatesand
borrows money, and accepts bids for materials and services and other municipal purposes.

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The general purpose financial statements (GPFS) of the City have been prepared in
conformity with generally accepted accounting principles (GAAP) asapplied to government
units. The Governmental Accounting Standards Board (GASB) is the accepted standard
setting body for establishing governmental accounting and financia reporting principles.
The City aso applies Financial Accounting Standards Board (FASB) Statements and
Interpretationsissued on or before November 30, 1989, to its proprietary activities provided
they do not conflict with or contradict GASB pronouncements. Themost significant of the
City’ s accounting policies are described below.



CITY OF SHELBY, OHIO
NOTES TO THE GENERAL PURPOSE FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2000

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (Continued)
A. Reporting Entity

For financial reporting purposes, the City’s GPFS include al funds, agencies, boards,
commissions, and departments for which the City isfinancially accountable. Financial
accountability, as defined by the GASB, existsif the City appoints a voting majority of
an organization’s governing board and is either able to impose its will on that
organization or there is a potentia for the organization to provide specific financial
benefits to, or impose specific burdens on, the City. The City may also be financially
accountable for governmental organizations with a separately elected governing board,
agoverning board appointed by another government, or ajointly appointed board that is
fiscally dependent onthe City. The City also took into consideration other organizations
for which the nature and significance of their relationship with the City are such that
exclusion would cause the City’ s GPFS to be misleading or incomplete. Based upon the
foregoing criteria, the City has no component units, but is a member of one insurance
purchasing pool which is described in Note 14.

The primary government of the City consists of all funds, agencies, departments and
officesthat are not legally separate from the City. The primary government includesthe
City departmentsand agenciesthat providethefollowing services: police protection, fire
fighting and prevention, street maintenance and repairs, building inspection, parks and
recreation and wastewater.

B. Basisof Presentation - Fund Accounting

The accounts of the City are organized on the basis of fund or account groups, each of
whichisconsidered aseparate account entity. Theoperationsof each fund are accounted
for with a set of self-balancing accountsthat compriseits assets, liabilities, fund equity,
revenues, and expenditures/expenses, asappropriate. Thevariousfundsaresummarized
by type in the GPFS.



CITY OF SHELBY, OHIO
NOTES TO THE GENERAL PURPOSE FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2000

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (Continued)

A fund is defined as afiscal and accounting entity with a self balancing set of accounts
recording cash and other financial resources, together with all related liabilities and
residual equities or balances, and changes therein, which are segregated for the purpose
of carrying on specific activitiesor attaining certain obj ectivesin accordance with special
regulations, restrictions or limitations. An account group isafinancial reporting device
designed to provide accountability for certain assets and liabilities that are not recorded
in the funds because they do not directly affect net expendable available financial
resources.

GOVERNMENTAL FUNDS:

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

General Fund - Thisfund accountsfor the general operating revenues and expenditures
of the City not recorded elsewhere.

Special Revenue Funds - These funds are used to account for specific governmental
revenues (other than for major capital projects) requiring separate accounting because of
legal or regulatory provisions or administrative action.

Debt Service Funds - These funds are used to account for revenues received and used to
pay principal and interest on debt reported in the City’s general long-term obligations
account group.

Capital Projects Funds - These funds are used to account for the acquisition or
construction of major capital assets other than those financed by proprietary funds.
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (Continued)
PROPRIETARY FUNDS:

The proprietary funds are used to account for the City’s ongoing activities which are
similar to thosefound inthe private sector. Thefollowing arethe City’ sproprietary fund

types:

Enterprise Funds - These funds are established to account for operations that are
financed and operated inamanner similar to private business enterpriseswheretheintent
isthat the costs (expenses, including depreciation) of providing goods or servicesto the
general public on a continuing basis be financed or recovered primarily through user
charges.

Internal Service Fund - This fund is used to account for the financing of goods or
services provided by one department or agency to other departments or agencies of the
City, or to other governmental units, on a cost-reimbursement basis.

FIDUCIARY FUNDS:

Fiduciary funds are used to account for assets held by the City in atrustee capacity or as
an agent for individuals, private organizations, other governmental units and/or other
funds. Theseinclude nonexpendabletrust funds and agency funds. The nonexpendable
trust funds are accounted for in the same manner as proprietary funds. The agency funds
arecustodial in nature (assetsequal liabilities) and do not invol ve measurement of results
of operations.

The agency funds are presented on a budget basis, with note disclosure, regarding items
which, in other fund types, would be subject to accrual. At December 31, 2000, there
were no accruals for the agency funds which, in other fund types, would be subject to
accrual.

ACCOUNT GROUPS:
To make a clear distinction between fixed assets related to specific funds and those of

genera government, and between long-term liabilitiesrelated to specific fundsand those
of ageneral nature, the following account groups are used:
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (Continued)

General Fixed Assets Account Group - Thisaccount group isused to present the general
fixed assetsof the City utilized initsgeneral operations, exclusive of those accounted for
intheenterprisefunds. General fixed assetsincludeland, landimprovements, buildings,
building improvements, computer equipment, vehicles, and furniture and equipment
owned by the City.

General Long-Term Obligations Account Group - Thisaccount group is used to account
for al long-term obligations of the City, except those that are accounted for in the
proprietary funds.

C. Measurement Focus and Basis of Accounting

Basis of accounting refers to when revenues and expenditures are recognized in the
accounts and reported in the financial statements. Basis of accounting also relatesto the
timing of the measurements made.

Themodified accrual basisof accountingisfollowed for thegovernmental funds. Under
this basis, revenues are recognized in the accounting period when they become both
measurable and available. Available means collectible within the sixty days after year-
end to be used to pay liabilities of the current year. This is known as the “available
period”.

In applying the susceptible to accrual concept under the modified accrual basis, the
following revenue sources are deemed both measurable and available: reimbursements
from other governments, amountsreceivablefrom city incometax withholdings, charges
for services, interest on investments and state-levied, locally-shared taxes (including
motor vehicle license fees, gasoline taxes, and local government assistance). Other
revenues including: licenses, permits, certain charges for services, and miscellaneous
revenuesarerecorded asrevenueif they are deemed to be both measurableand avail able.
Property taxes measurable as of December 31, 2000, and delinquent property taxes,
whose availability is indeterminate and which are not intended to finance current year
activities, have been recorded as deferred revenue.
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FOR THE YEAR ENDED DECEMBER 31, 2000

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (Continued)

The City reports deferred revenues on its combined balance sheet. Deferred revenues
arise when a potential revenue does not meet both the measurable and available criteria
for recognition in the current period. In subsequent periods, when both revenue
recognition criteria are met, the liability for deferred revenue is removed from the
combined balance sheet and revenue is recognized.

Themeasurement focus of governmental fund accounting ison decreasesin net financial
resources (expenditures) rather than expenses. Expenditures are recognized when the
related liability isexpected to beliquidated with expendabl eavail ablefinancial resources
with the following exceptions. genera long-term obligation principal and interest is
reported only when paid; and the costs of accumulated unpaid vacation and sick leave
are reported in the period due rather than in the period earned by employees.

Theaccrual basisof accountingisutilized for reporting purposesby the proprietary funds
and the nonexpendable trust funds. Revenues are recognized when they are earned and
become measurable and expenses are recognized when they areincurred, if measurable.

The accounting and financial reporting treatment applied to afund is determined by its
measurement focus. All governmental funds are accounted for using a flow of current
financial resourcesmeasurement focus. With thismeasurement focus, only current assets
and current liabilities generally areincluded on the balance sheet. Operating statements
of thesefundspresentincreases(i.e., revenuesand other financing sources) and decreases
(i.e., expenditures and other financing uses) in net current assets.

All proprietary funds and the nonexpendabl e trust funds are accounted for on the flow
of economic resources measurement focus. With this measurement focus, all assetsand
all liabilities associated with the operation of these funds are included on the balance
sheet. Fund equity (i.e., net total assets) is segregated into contributed capital and
retained earnings components. Proprietary fund type operating statements present
increases (i.e., revenues) and decreases (i.e., expenses) in net total assets.
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FOR THE YEAR ENDED DECEMBER 31, 2000

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (Continued)
D. Budgetary Data

The budgetary processis prescribed by provisions of the Ohio Revised Code and entails
the preparation of budgetary documents within an established timetable. The major
documents prepared are the tax budget, the certificate of estimated resources and the
appropriationsresolution, all of which are prepared on thebudgetary basi sof accounting.
The certificate of estimated resources and the appropriations ordinance are subject to
amendment throughout the year with the legal restriction that appropriations cannot
exceed estimated resources, as certified. The legal level of budgetary control is at the
fund, department and object level. Budgetary modifications may only be made by
resolution of the City Council at the legal level of control.

TAX BUDGET

During the first Council meeting in July, the Mayor presents the following fiscal year’s
annual operating budget to City Council for consideration and passage. The adopted
budget 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.

ESTIMATED RESOURCES

The County Budget Commission determinesif the budget substantiatesaneedtolevy al
or part of previously authorized taxes and reviews estimated revenue. The Commission
certifies its actions to the City by September 1. As part of this certification, the City
receivestheofficial certificate of estimated resources, which statesthe projected revenue
of each fund. Prior to December 31, the City must revise its budget so that the total
contemplated expenditures from any fund during the ensuing fiscal year will not exceed
the amount available as stated in the certificate of estimated resources. The revised
budget then serves as the basis for the annual appropriations measure. On or about
January 1, the certificate of estimated resources is amended to include encumbered cash
balances at December 31 of the preceding year. The certificate may be further amended
during the year if the Finance Director determines, and the Budget Commission agrees,
that an estimates need to be either increased or decreased. The amounts reported on the
budgetary statement reflect the amounts in the final amended official certificate of
estimated resources issued during 2000.
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NOTES TO THE GENERAL PURPOSE FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2000

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (Continued)

APPROPRIATIONS

A temporary appropriation ordinance to control expenditures may be passed on or about
January 1 of each year for the period January 1 to March 31. An annual appropriation
ordinance must be passed by April 1 of each year for the period January 1 to December
31. The appropriation ordinance fixes spending authority at the fund, department, and
object level. The appropriation ordinance may be amended during the year as new
information becomes available, provided that total fund appropriations do not exceed
current estimated resources, as certified. The appropriations for a fund may only be
modified during the year by an ordinance of Council. The amounts on the budgetary
statement reflect the fina appropriation amounts, including all amendments and
modifications legally enacted by Council.

LAPSING OF APPROPRIATIONS

At the close of each year, the unencumbered balance of each appropriation revertsto the
respective fund from which it was appropriated and becomes subject to future
appropriations. Encumbrances are carried forward and are not reappropriated as part of
the subsequent year appropriations.

ENCUMBRANCES

As part of formal budgetary control, purchase order, contracts and other commitments
for the expenditure of monies are recorded as the equivalent of expenditures on the non-
GAAPbudgetary basisinorder to reservethat portion of the applicableappropriationand
to determine and maintain lega compliance. The Ohio Revised Code prohibits
expenditures plus encumbrances from exceeding appropriations. On the GAAP basis,
encumbrances outstanding at year-end are reported as areservation of fund balancesfor
subsequent-year expenditures for governmental funds and as a note disclosure for the
proprietary fund.
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NOTE 2- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES- (Continued)
E. Health Care

The Comprehensive OmnibusBudget Reconciliation Act (COBRA) of 1986 requiredthe
City to offer and provide terminated or retired employees continued participation in the
City's employee health care benefits program, provided that the employees pay the rate
established by the plan administrator. The City incurred no expenditures or revenuesin
providing these services. The participating former employees make premium payments
directly to the City’' s Insurance Provider and the Provider isresponsible for al claims.

F. Cash and Cash Equivalents

Toimprove cash management, cash received by the City ispooled. Moniesfor all funds,
including proprietary funds, are maintained in this pool. Individual fund integrity is
maintained through the City’ srecords. Each fund’s interest in the pool is presented as
“Equity in Pooled Cash and Cash Equivalents’ on the combined balance sheet.

During fiscal year 2000, investments were limited to repurchase agreements and
nonnegotiable certificates of deposit. Nonparticipating investment contracts, such as
repurchase agreements and nonnegotiable certificates of deposit, are reported at cost.

Following Ohio statutes, the Council has, by resolution, specified thefundsto receivean
alocation of interest earnings. During fiscal 2000, interest revenue credited to the
genera fund amounted to $249,184 which includes $202,781 assigned from other City
funds.

The City has segregated bank accounts for monies held separate from the City’ s central
bank account. This interest bearing depository account is presented on the combined
balance sheet as “ Cash in Segregated Accounts’ sinceit is not required to be deposited
into the City treasury.

For purposes of the combined statement of cash flows and for presentation on the
combined bal ance sheet, investments of the cash management pool and investmentswith
origina maturities of three months or less at the time they are purchased by the City, are
considered to becash equivalents. Investmentswith maturitiesgreater than three months
at the time of purchase are not considered to be cash equivalents.

An analysis of the Treasurer's investment account at year-end is provided in Note 3.
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NOTE 2- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES- (Continued)
G. Inventoriesof Materials and Supplies

Inventories of materials and supplies of governmental funds are stated at cost while
inventories of proprietary funds are stated at the lower of cost or market. For all funds,
cost is determined on a first-in, first-out basis. The costs of inventory items are
recognized as expenditures in governmental funds when purchased and as expensesin
the proprietary funds when used. The total of inventories at year-end is reported as a
reservation of fund balance in the governmental funds because it does not represent
available, spendable resources.

H. Fixed Assetsand Depreciation

1. General Fixed Assets Account Group

Fixed assets include land, buildings, improvements, and equipment owned by the
City. When purchased such assets are recorded as expendituresin the governmental
funds and are accounted for in the general fixed assets account group.

Infrastructure fixed assets such as streets, sidewalks, curbs and gutters are not
capitalized by the City and are not reported as part of the general fixed assets account

group.

All fixed assets are valued at historical cost or estimated historical cost if actual
historical costisnot available. Donated fixed assetsarevalued at their estimated fair
value on the date donated. Depreciation expenseisnot recorded in the general fixed
asset account group.

2. Proprietary Fund Fixed Assets
Fixed assetsin the proprietary funds are capitalized in the individual fundsin which
they areutilized. All fixed assetsarevalued at historical cost or estimated historical

cost if actual historical cost isnot available. Donated fixed assets are valued at their
estimated fair value on the date donated.
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NOTES TO THE GENERAL PURPOSE FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2000

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (Continued)

Depreciation on fixed assets used in proprietary funds is computed and recorded
using the straight-line method. Estimated useful lives of the various classes of fixed
assets are asfollows:

Description Estimated Life
Building 30-50 years
Improvements/Infrastructure 10-50 years
Equipment 5-10 years

I. Compensated Absences

Compensated absences of the City consist of vacation leave and sick leave to the extent
that payment to the employee for these absences are attributable to services already
rendered and are not contingent on a specific event that is outside the control of the City
and the employee.

In conformity with GASB Statement No. 16, “ Accounting for Compensated A bsences,”
vacation benefits are accrued as a liability as the benefits are earned if the employees
rights to receive compensation are attributable to services already rendered and it is
probable that the City will compensate the employees for the benefits through paid time
off or some other means. Sick leave benefits are accrued as aliability using the vesting
method. The liability isbased on the sick leave accumulated at December 31 by those
employees who are currently eligible to receive termination payments and by those
employees for whom it is probable they will become eligible to receive termination
benefitsin the future.

The total liability for vacation and sick leave payments has been calculated using pay
ratesin effect at the balance sheet date, and reduced to the maximum payment allowed
by labor contract and/or statute, plus applicable additional salary related payments. City
employees are granted vacation and sick leave in varying amounts. In the event of
termination, an employee is reimbursed for accumulated vacation and sick leave at
various rates. Payment of vacation and sick leave recorded in the general long-term
obligations account group is dependent upon many factors; therefore, timing of future
payments is not readily determinable. However, management believes that sufficient
resources will be made available for the payment of vacation and sick leave when such
payments become due.

18
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FOR THE YEAR ENDED DECEMBER 31, 2000

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (Continued)

For governmental funds, the current portion of unpaid compensated absences is the
amount expected to be paid using expendable available resources. These amounts are
recorded in the amount “compensated absences payable”’ in the fund from which the
employees who have accumulated unpaid leave are paid. The remainder is reported in
the general long-term obligations account group. In the proprietary funds, the entire
amount of compensated absencesis reported as afund liability.

J. Intergovernmental Revenues

Unrestricted intergovernmental revenues received on the basis of entitlement are
recorded as receivables and revenues when the entitlement occurs (to the extent they are
intended to finance the current fiscal year). Reimbursement type grants are recorded as
receivablesand revenueswhen therelated expendituresareincurred. Intergovernmental
receivables are reported as revenue if they are both measurable and available and
intended to finance fiscal 2000 operations. Intergovernmental receivables that are
measurable asof December 31, 2000, but areintended to finance 2001 operations, whose
availability isindeterminable, have been recorded as deferred revenue.

K. Long-Term Obligations

Long-term debt is recognized as a liability of a governmental fund when due, or when
resources have been accumulated in the debt service fund for payment early in the
following year. For other long-term obligations, only that portion expected to be
financed from expendable available financial resourcesisreported asafund liability of
a governmental fund. The remaining portion of such obligations is reported in the
general long-term obligations account group. Long-term liabilities expected to be
financed from proprietary fund operations are accounted for in that fund.

Under Ohio law, a debt retirement fund must be created and used for the payment of all
debt principal and interest. GAAP requires the presentation of short-term note liability
in the fund that received the note proceeds, with long-term obligations presented in the
genera long obligations account group. Principal and interest payments on matured
genera long-term obligationsand special assessment debt arereported inthe debt service
fund. Tocomply with GAAP reporting requirements, the City’ sdebt retirement hasbeen
split among the appropriate funds and account group. Debt service fund resources used
to pay both principal and interest have also been allocated accordingly.
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (Continued)

L.

I nterfund Transactions

During the course of normal operations, the City has numerous transactions between
funds. The most significant include:

1. Transfersof resourcesfrom onefund to another fund. Theresourcestransferred are
to be expended for operations by the receiving fund and are recorded as operating
transfers, with the exception of agency funds, which do not show transfers of
resourcesasoperating transfers. Interfund transfers have been eliminated for GAAP

reporting.

2. Reimbursementsfrom onefundto another aretreated asexpenditures/expensesinthe
reimbursing fund and a reduction in expenditures/expenses in the reimbursed fund.

An analysis of interfund transactions is presented in Note 4.

. Fund Balance Reserves

Reserved fund balances indicate that portion of fund equity which is not available for
current appropriation or use. The unreserved portions of fund equity reflected in the
governmental funds are available for use within the specific purposes of the funds.

The City reports amounts representing encumbrances outstanding, amount available for
debt service, prepayments, and materials and supplies inventory as reservations of fund
balance in the governmental funds. In addition, although the nonexpendable trust fund
usesthetotal economic resources measurement focus, the fund equity isreserved for the
amount of the principal endowment.

. Estimates

The preparation of the GPFS in conformity with GAAP requires management to make
estimates and assumptions that affect the amounts reported in the financial statements
and accompanying notes. Actual results may differ from those estimates.
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NOTE 2- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES- (Continued)
O. Contributed Capital

Contributed capital representsresourcesfrom other funds, other governmentsand private
sources provided to the enterprise funds that is not subject to repayment. The assetsare
recorded at their fair market value on the date contributed. Depreciation on those assets
acquired or constructed with contributed resourcesis expensed and closed to contributed
capital at year end.

P. Total Columnson GPFS

Total columns on the GPFS are captioned "Memorandum Only" to indicate that they are
presented only to facilitate financial analysis. Data in these columns do not present
financial position, resultsof operations, or cash flowsinconformity with GAAP. Neither
is such data comparable to a consolidation. Interfund-type eliminations have not been
made in the aggregation of this data.

NOTE 3- EQUITY IN POOLED CASH AND CASH EQUIVALENTS
Monies held by the City are classified by State statute into three categories:

Activedepositsare public deposits necessary to meet current demands on thetreasury. Such
monies must be maintained either as cash in the City Treasury, in commercial accounts
payable or withdrawable on demand, including negotiable order of withdrawal (NOW)
accounts, or in money market deposit accounts.

Inactive depositsare public depositsthat Council hasidentified asnot required for usewithin
the current two year period of designation of depositories. Inactive deposits must be
evidenced by certificates of deposit maturing not later than the end of the current period of
designation of depositories, or by savings or deposit accounts including, but not limited to,
passbook accounts.

Interim deposits are depositsin interim monies. Interim monies are those monieswhich are

not needed for immediate use but which will be needed before the end of the current period
of designation of depositories.
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NOTE 3-EQUITY IN POOLED CASH AND CASH EQUIVALENTS - (Continued)

Interim monies may be deposited or invested in the following:

1.

United States Treasury Notes, Bills, Bonds, or any other obligation or security issued by
the United States Treasury or any other obligation guaranteed as to principal or interest
by the United States;

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

Written repurchase agreements in the securities listed above provided that the market
value of the securities subject to the repurchase agreement must exceed the principal
value of the agreement by at least two percent and be marked to market daily, and that
the term of the agreement must not exceed thirty days;

Bonds and other obligations of the State of Ohio;

No-load money market mutual funds consisting exclusively of obligations described in
division (1) or (2) and repurchase agreements secured by such obligations, provided that
investments in securities described in this division are made only through eligible
institutions;

The State Treasurer’ sinvestment pool (STAR Ohio);

High grade commercial paper for a period not to exceed 180 days in an amount not to
exceed twenty-five percent of the City’s interim monies available for investment; and

Bankers acceptancesfor aperiod not to exceed 180 days and in an amount not to exceed
twenty-five percent of the City’s interim monies available for investment.
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NOTE 3-EQUITY IN POOLED CASH AND CASH EQUIVALENTS - (Continued)

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

1. Bonds of the State of Ohio;

2. Bonds of any municipal corporation, village, county, township, or other political
subdivision of this State, asto which thereisno default of principal, interest or coupons;

3. Obligations of the City.

Protection of the City’ s depositsis provided by the Federal Deposit Insurance Corporation
(FDIC), by eligible securities pledged by the financial institution as security for repayment,
by surety company bonds deposited with the treasurer by the financia institution, or by a
single collateral pool established by the financial institution to secure the repayment of all
public moneys deposited with the institution.

Investmentsin stripped principal or interest obligations, reverse repurchase agreements, and
derivativesareprohibited. Theissuance of taxable notesfor the purpose of arbitrage, theuse
of leverage, and short selling are aso prohibited. An investment must mature within five
years from the date of purchase unless matched to a specific obligation or debt of the City,
and must be purchased with the expectation that it will be held to maturity. Investments may
only be made through specified dealers and institutions. Payment for investments may be
made only upon delivery of the securities representing the investments to the treasurer or
qualified trustee or, if the securities are not represented by a certificate, upon receipt of
confirmation of transfer from the custodian.

The following information classifies deposits and investments by categories of risk as
defined in GASB Statement No. 3, “Deposits With Financial Institutions, Investments
(including Repurchase Agreements), and Reverse Repurchase Agreements.”
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NOTE 3-EQUITY IN POOLED CASH AND CASH EQUIVALENTS - (Continued)

Deposits: At year-end, the carrying amount of the City's deposits, including a payroll
clearanceaccount, cashin segregated accountsand nonnegotiabl e certificates of deposit, was
$1,942,575 and the bank balance was $2,525,698. Of the bank balance:

1. $342,986 was covered by federal depository insurance; and

2. $2,182,712 was uninsured and uncollateralized as defined by GASB even though it
was covered by collateral held by third party trustees pursuant to Section 135.81,
Ohio Revised Code, in singleinstitution collateral poolssecuring al public fundson
deposit with specific depository institutions.  Although all state statutory
requirements for the deposit of money had been followed, non-compliance with
federal requirements could potentially subject the City to a successful claim by the
FDIC.

Investments: The City’ sinvestments are required to be categorized to give an indication of
the level of risk assumed by the City at year-end. Category 1 includes investmentsthat are
insured or registered or for which the securitiesare held by the City or itsagent in the City’s
name. Category 2 includes uninsured and unregistered investments for which the securities
are held by the counterparty’s trust department or agent in the City’s name. Category 3
includes uninsured and unregistered investments for which the securities are held by the
counterparty, or by its trust department or agent, but not in the City’ s name.

Category Fair
1 2 3 Value
Repurchase Agreements $--- $9598742 $ --- $9,598,742

The classification of cash and cash equivalents on the combined balance sheet is based on
criteria set forth in GASB Statement No. 9, “Reporting Cash Flows of Proprietary and
Nonexpendable Trust Funds and Governmental Entities That Use Proprietary Fund

Accounting.”
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NOTE 3- EQUITY IN POOLED CASH AND CASH EQUIVALENTS - (Continued)

A reconciliation between the classifications of cash and cash equivalentsand investmentson
the combined balance sheet (per GASB Statement No. 9) and the classifications of deposits
and investments presented above per GASB Statement No. 3 isasfollows:

Cash and
Cash Equivalents/
Deposits Investments
GASB Statement No. 9 $11,541,317 $ 0
Investments of the Cash
Management Pool:

Repurchase Agreements (9,598,742) 9,598,742
GASB Statement No. 3 $ 1942575 $9,598,742

NOTE 4 - INTERFUND TRANSACTIONS

The following is a summarized breakdown of the City’ s operating transfers for 2000:

Transfersn Transfers Out

Genera Fund $ 6,073 $ 359,417
Specia Revenue Funds

City Administration 70,000 ---

Street 148,167 ---

Police Pension 55,000 ---

Fire Pension 66,000 ---
Total Special Revenue Funds 339,167 ---
Debt Service Fund

Special Bond Retirement --- 6,073
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NOTE 4 - INTERFUND TRANSACTIONS - (Continued)

Transfersn Transfers Out
Capital Projects Funds
Shelby Reservoir $ --- $1,000,000
Water Facilities 1,000,000 ---
Police Equipment 20,250 ---
Total Capital Projects Funds 1,020,250 1,000,000
Totd $1,365,490 $1,365,490

NOTE 5- PROPERTY TAXES

Property taxes include amounts levied against all real, public utility, and tangible persona
property located in the City. Taxes collected from real property (other than public utility) in
one calendar year arelevied on January 1 in the preceding calendar year on assessed values
as of January 1 of that preceding year, the lien date. Assessed values are established by the
City Auditor at 35% of appraised market value. All property isrequired to berevalued every
six yearswith atriennial update. Thelast revaluation was completed in 2000. Real property
taxes are payable annually or semi-annually. If paid annually, payment is due January 20;
if paid semi-annually, the first payment is due January 20, with the remainder payable June
20. Incertaininstances, State statute permitsearlier or later payment datesto be established.

Taxpayers (other than public utilities) becomeliablefor tangible personal property taxeson
January 1% of the current calendar year based on tax rates determined in the preceding year
and assessed val ues determined at the close of the most recent fiscal year of the taxpayer that
ended on or before March 31 of the current calendar year. Tangible personal property used
inbusiness (except for public utilities) iscurrently assessed for ad val orem taxati on purposes
at 25% of its true value. Amounts paid by multi-City taxpayers are due September 20.
Single City taxpayers may pay annually or semi-annually. If paid annually, payment is due
April 30; if paid semi-annually, thefirst payment isdue April 30 with the remainder payable
by September 20. Under Ohio law personal property taxes do not attach as a lien on the
personal property. Public utility real and tangible personal property taxes collected in one
calendar year are levied on January 1 in the preceding calendar year on assessed values
determined as of January 1 of the preceding year, the lien date.
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NOTE 5- PROPERTY TAXES- (Continued)

The County Treasurer collects property taxes on behalf of al taxing districtsin the County,
including the City of Shelby. The County Auditor periodically remitsto the City its portion
of the taxes collected with final settlement in June and December for taxes payable in the
first and second halves of the year, respectively.

Thefull tax ratefor all City operationsfor the year ended December 31, 2000, was $5.60 per
$1,000.00 of assessed value. The assessed values of real and tangible personal property for
tax year 2000 are as follows:

Real Property $113,738,400
Public Utility Property 2,905,510
Tangible Personal Property 51,628,459

Total Assessed Valuation $168,272,369

Accrued taxes receivabl e represent delinquent taxes outstanding and real, tangibl e personal,
and public utility taxes which were measurable and unpaid as of December 31, 2000.
Although total property tax collections for the next fiscal year are measurable, amounts to
be received during the availabl e period are not subject to reasonabl e estimation at December
31 and are not intended to finance 2000 operations. Accordingly, thereceivableisoffset by
acredit to “Deferred Revenue.”

NOTE 6- LOCAL INCOME TAX

The City levies amunicipal income tax of one and a half percent on all salaries, wages,
commissions and other compensation, and net profits earned within the City as well as
incomes of residents earned outside of the City. In the latter case, the City allows a credit
of 100% of thetax paid to another municipality to amaximum of the total amount assessed.
Employers within the City are required to withhold income tax on employee compensation
and remit the tax to the City either monthly or quarterly. Corporations and other individual
taxpayers are required to pay their estimated tax quarterly and file a declaration annually.
Income tax proceeds are received by the City Income Tax specia revenue fund and are
transferred to other funds as determined by the City.
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NOTE 7 - RECEIVABLES

Receivables at December 31, 2000, consisted of taxes, accounts (billings for user charged
services), specia assessments, and intergovernmental receivables arising from grants,
entitlements, and shared revenue. All intergovernmental receivables have been classified
as*“Due From Other Governments’ on the combined balance sheet. Receivableshave been
recorded to the extent that they are both measurable and available at December 31, 2000, as
well as intended to finance fiscal 2000 operations. All receivables are considered fully
collectible.

A summary of the principal items of receivablesfollows:

Fund/Description Amount

Genera Fund

Income taxes $259,122

Real and other taxes 514,693

Intergovernmental 140,557
Special Revenue Funds

Real and other taxes 801,193

Accounts 1,376

Intergovernmental 84,784
Debt Service Funds

Special assessments 472,976
Capital Projects Funds

Income taxes 259,122

Enterprise Funds
Accounts 959,279
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NOTE 8- FIXED ASSETS

A. Proprietary Fixed Assets

A summary of the enterprise funds' fixed assets at December 31, 2000, follows:

Land and improvements $ 392,689
Buildings and improvements 12,657,916
Infrastructure 5,034,130
Machinery and equipment 14,911,755
Vehicles 505,252
Construction in progress 3,888,606
Less: accumulated depreciation (17,897,683)
Total net assets $ 19,492,665

During fiscal year 2000, the City incurred approximately $1,065,000 in boiler repair and
maintenance expense. The boilersare reported as acomponent of thefixed assetsinthe
City’ sElectric enterprisefund. Theserepair and maintenance costsdid not significantly
extend the useful life of the boilers and thus have not been capitalized. These expenses
have been reported asacomponent of contractual services expensein the City’s GPFS.

B. General Fixed Assets

A summary of the changesin general fixed assets during 2000 follows:

Baance at Balance at
12/31/99 Additions Deletions 12/31/00

Land and land improvements $ 668,323 $ --- $ --- $ 668,323
Buildings and

building improvements 977,374 97,000 --- 1,074,374
Furniture, fixtures

and equipment 896,599 74,735 (24,711) 946,623
Vehicles 1,758,607 127,096 --- 1,885,703
Total fixed assets $4,300,903 $298,831 $(24,711) $4,575,023
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NOTE 9- CAPITALIZED LEASES- LESSEE DISCLOSURE

The City has entered into a capitalized lease for police phone equipment. This lease
agreement met the criteria of a capita lease as defined by FASB Statement No. 13,
“Accounting for Leases’, which defines a capital lease generally as one which transfers
benefits and risks of ownership to the lessee. Capital |ease payments have been reclassified
and are reflected as debt service expenditures in the combined GPFS for the governmental
funds. Theseexpendituresarereported asfunction expendituresonthe budgetary statements.

A. General Long-Term Obligations Account Group L ease

General fixed assets consisting of equipment have been capitalized in the general fixed
assets account group in the amount of $8,808. Thisamount representsthe present value
of the minimum lease paymentsat the time of acquisition. A corresponding liability was
recordedinthegeneral long-term obligationsaccount group. Principal paymentsinfiscal
year 2000 totaled $2,498 paid by the genera fund.

The following is a schedule of the future long-term minimum |ease payments required
under the capital lease and the present value of the minimum lease payments as of
December 31, 2000:

Fiscal Year Ending December 31, Amount
2001 $ 3,312
2002 3,312
2003 3,312
Total 9,936
Less: amount representing interest (1,128)
Present value of net minimum lease payments $ 8,808

B. Proprietary Lease

Fixed assets consisting of copier equipment have been capitalized in the Electric
enterprisefund in the amount of $4,750. Thisamount representsthe present value of the
minimum lease payments at the time of acquisition. A corresponding liability was
recorded in the Electric enterprise fund. Principal paymentsin fiscal year 2000 totaled
$1,723.
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NOTE 9- CAPITALIZED LEASES - LESSEE DISCLOSURE - (Continued)

The following is a schedule of the future long-term minimum |ease payments required
under the capital lease and the present value of the minimum lease payments as of
December 31, 2000:

Fiscal Year Ending December 31, Amount
2001 $1,780
2002 1,483
Total 3,263
Less: amount representing interest (236)
Present value of net minimum lease payments $3,027

NOTE 10- COMPENSATED ABSENCES

Employees earn vacation and sick leave at different rates which are affected by length of
service. Vacation canbecarried over at different rates depending on the department. Service
and office employees may carry over 80 hours while the police may carry over 40 hoursfor
use inthe following year. Sick leave accrual is continuous, without limit.

Upon retirement, an employee can be paid for his/her accumulated hours of sick leave up to
720 hours, except for eligible fire department employees, who can be paid for his/her
accumulated hours up the 2,160 hours. Upon retirement, termination, or death of the
employee, vacation is paid for the total time accumulated for the employee.

For governmental funds, the current portion of unpaid compensated absencesis the amount
to be paid using available expendabl e resources, and isreported as an accrued liability in the
fund from which the individuals who have accumulated the unpaid compensated absences
arepaid. Thebalanceof theliability isreported in the general long-term obligations account
group. At December 31, 2000, these amounts were $8,889 and $283,122, respectively.

In proprietary funds, compensated absences are expensed when earned. The entire amount

of unpaid compensated absencesisreported asafundliability. Theliability for compensated
absences in the proprietary funds at December 31, 2000, was $356,818.
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NOTE 11- LONG-TERM OBLIGATIONS

A. Changein general long-term obligations of the City during 2000, were as follows:

Balance Balance
Interest  Outstanding Outstanding
Rates 12/31/99 Additions Reductions 12/31/00
Specia Assessment Bonds:
Fox Run 4 5.20% $ 52,000 $--- $ (52,000) $ 0
Shelby Avenue 5.45% 62,100 --- (31,000) 31,100
Riverview Estates 4.25% 500,000 --- (115,000) 385,000
Fox Run 5 5.60% 59,000 --- (19,000) 40,000
Total Special Assessment Bonds Payable $ 673,100 $--- $(217,000) $456,100
OPWC Notes Payable:
Wareham Road 0.0% $ 276,165 $ --- $ (16,245) $ 259,920
Auburn Street 0.0% 67,251 --- (9,607) 57,644
Total OPWC Notes Payable $ 343,416 $ --- $ (25852) $ 317,564
Other Long-Term Obligations:
Capital Lease Obligation $ 11,306 $ --- $(2,498) $ 8,808
Compensated Absences 274,976 8,146 --- 283,122
Total Other Long-Term Obligations $ 286,282 $8146 $ (2498) $ 291,930
Totd $1,302,798 $8146  $(245,350) $1,065,594

Special Assessment Bonds: Special assessment bonds are payable from the proceeds of
assessments levied against the specific property owners who primarily benefitted from
the project. Special assessment monieswill be received in the debt service fund and the
debt will also be retired from this fund. In the event that property owners fail to make
their special assessment payments, the City isresponsible for providing the resourcesto

meet the annual principal and interest payments.
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NOTE 11 - LONG-TERM OBLIGATIONS - (Continued)

OPWC Notes Payable: The City has entered into debt financing arrangements through
the Ohio Public Works Commission (OPWC) to fund construction projects. Thesenotes
are retired through the General Bond Retirement SSE debt service fund. The OPWC
notes are interest free.

Compensated Absences: Sick leave and vacation benefits are presented net of actual
increases and decreases because of the practicality of determining these values.
Compensated absencesreported in the “ compensated absences payable” account will be
paid from the fund from which the employee’ s salaries are paid.

B. Principal and interest requirements to retire the long-term obligations outstanding at
December 31, 2000, are asfollows:

Special Assessment Bonds OPWC Notes

Year Ended  Principal Interest Totd Principal Interest Totd
2001 $171,100 $21,260 $192,360 $ 25,852 $ --- $ 25,852
2002 150,000 13,045 163,045 25,852 --- 25,852
2003 135,000 6,075 141,075 25,852 --- 25,852
2004 --- --- --- 25,852 --- 25,852
2005 --- --- --- 25,852 --- 25,852
2006 - 2010 --- --- --- 90,832 --- 90,832
2011 - 2015 --- --- --- 81,225 --- 81,225
2016 --- --- --- 16,247 --- 16,247
Total $456,100 $40,380 $496.480 $317,564 $ --- $317,564
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NOTE 12 - GENERAL OBLIGATION NOTESPAYABLE

A. The City had the following general obligation note activity during fiscal year 2000 for
Electric enterprise fund. These notes are reported asaliability in the Electric enterprise
fund, the fund that received the proceeds.

Balance Balance
Issue Maturity — Outstanding Outstanding
Date Date 12/31/99 Additions Reductions 12/31/00
Electric System
Improvements- 4.30% 12/01/99  12/02/00 $4,000,000 $ --- $(4,000,000) $ 0
Electric System
Improvements- 4.85%  12/03/00  12/03/01 0 3,600,000 --- 3,600,000
Total $4,000,000  $3,600,000 $(4,000,000) $3,600,000

B. On August 29, 2000, the City received proceeds of a $100,000 general obligation note
to finance variousimprovements throughout the City’ sparks. The notewill berecorded
asafund liability in the Park specia revenue fund, the fund receiving the proceeds.

Balance Balance
Issue Maturity — Outstanding Outstanding
Date Date 12/31/99 Additions Reductions 12/31/00
Park Fund
Improvements - 6.6% 8/29/00 8/29/01 $ 0 $100,000 $ --- $100,000
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NOTE 13- SEGMENT INFORMATION FOR ENTERPRISE FUNDS

The City maintains three enterprise funds which are intended to be self-supported through
user feescharged for services provided to consumers. These enterprisefundsinclude sewer,
water, and electric. Segment information for the year ended December 31, 2000 was as

follows:

Sewer Water Electric
Fund Fund Fund Total
Operating revenues $ 654,541 $1,230,587 $ 7,035,880 $ 8,921,008
Operating expenses
before depreciation 564,236 917,726 7,864,576 9,346,538
Depreciation expense 167,025 227,873 498,179 893,077
Operating income (l0ss) (76,720) 84,988  (1,326,875) (1,318,607)
Net income (loss) (80,418) 84,896  (1,203,132) (1,198,654)
Additions to property,
plant and equipment --- 187,155 3,169,084 3,356,239
Net working capital 504,020 662,042 417,480 1,583,542
Total assets 4,452,236 7,866,221 13,449,936 25,768,393
Bonds and other long
term liabilities payable
from operating revenues --- --- 3,603,027 3,603,027
Total liabilities 87,162 129,324 4,800,213 5,016,699
Retained earnings 2,370,563 7,736,897 8,649,723 18,757,183
Contributed capital 1,994,511 --- --- 1,994,511
Total equity 4,365,074 7,736,897 8,649,723 20,751,694
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NOTE 14 - RISK MANAGEMENT

The City is exposed to various risks of loss related to torts; theft of, damage to, and
destruction of assets; errors and omissions; injuries to employees; and natural disasters.
During 2000, the City was part of the Ohio Municipal League (OML) Joint Self-Insurance
Pool, an insurance purchasing pool. In addition, the City contracted with other insurance
carriers for various types of coverage. The City has transferred the risk of loss to the
insurance carriers to the extent of the coverage limits. A summary of the City’ s insurance
coverages at December 31, 2000, follows:

Company Type of Coverage Deductible
OML Joint Self-Insurance
Pool Property $1,000
General Liability 1,000
Inland Marine 250
Errors and Omission 1,000
Law Enforcement 5,000
Excess Liability 1,000
Shelby Mutual Public Employee
Insurance Company Dishonest Bond 1,000
Finance 5,000
Adams, Albert Curry Property Coverage
Agency, Inc. Light Plant 25,000
Adams Albert Curry Automobile 250 Comprehensive
Agency, Inc. 1,000 Caollision
Aten & Mennetti Agency, Inc. Steam Boiler 200,000 Light Plant
5,000 Water Plant
1,000 All Other
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NOTE 14 - RISK MANAGEMENT - (Continued)

The City has elected to provide a comprehensive medical benefits package through a self-
insured program providing either Feefor Service (FFS) or Preferred Provider Organizations
(PPO) programsto the empl oyeesthrough aself-insured package. The City maintainsaself-
insured internal service fund to account for the finances of its uninsured risks of lossin this
program. A third party administrator, Benefit Services, Inc., located in Akron, Ohio, reviews
all claimsfor the plan which arethen paid by the City. Thetotal monthly premium paid into
the internal service fund for the FFS plan is $143.75 for single coverage and $415.77 for
family coverage and for the PPO plan is $130.60 for single coverage and $386.12 for family
coverage. The employee’ ssharefor the FFS planis $10.50 for single coverage and $27 per
month for family coverage

The claims liability of $104,357 reported in the Hospitalization internal service fund at
December 31, 2000, is based on the requirements of GASB Statement No. 10, “ Accounting
and Financial Reporting for Risk Financing and Related Insurance Issues,” as amended by
FASB Statement No. 30“ Risk Financing Omnibus,” which requiresthat aliability for claims
be reported at the estimated ultimate cost of settling the claims if information prior to the
issuance of the financial statements indicates that it is probable that a liability has been
incurred at the date of the financial statements and the amount of the loss can be reasonably
estimated. Changesinthefund’sclaimsliability amountsfor the years ended December 31,
2000 and 1999 were as follows:

Beginning End
Fisca Year Of Year Claims Payments of Year
2000 $209,675 $408,657 $(513,975) $104,357
1999 189,597 563,493 (543,415) 209,675

Settled claims have not exceeded this commercia coverage in any of the past three years.
There has been no significant reduction in the amount of insurance coverage from fiscal
1999.
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NOTE 15- DEFINED BENEFIT PENSION PLANS
A. Public Employees Retirement System

All City full-time employees, other than uniformed employees, participatein the Public
Employees Retirement System of Ohio (PERS), acost sharing multiple-employer public
employee retirement system created by the State of Ohio. The PERS provides basic
retirement and disability benefits, annual cost of living adjustments, and death benefits
to plan membersand beneficiaries. Authority to establishand amend benefitsisprovided
by state statute per Chapter 145 of the Ohio Revised Code. The PERS issues a stand-
aone financia report which may be obtained by writing to the Public Employees
Retirement System, 277 East Town Street, Columbus, Ohio 43215-4642 or by calling
(614) 466-2085 or 1-800-222-PERS (7377) .

The Ohio Revised Code provides statutory authority for employee and employer
contributions. The employee contribution rate for 2000 was 8.5 percent for employees
other than law enforcement. Law enforcement employees contribute 9.0 percent of
covered saary. The PERS Retirement Board instituted a temporary employees
contribution rate rollback for calendar year 2000. The rate rollback was 20% for local
government divisionsand 6% for law enforcement divisions. Theemployer contribution
rate for employees other than law enforcement was 10.84 percent of covered payroll;
6.54 percent was the portion used to fund pension obligations for 2000. The employer
contribution rate for law enforcement employees was 15.70 percent of covered payroll;
11.40 percent was the portion used to fund pension obligations for 2000. The City’s
contributions for pension obligations to the PERS for the years ended December 31,
2000, 1999, and 1998 were $309,915, $349,490, and $328,768, respectively; 82 percent
has been contributed for 2000 and 100 percent for 1999 and 1998. $66,393, representing
the unpaid contribution for 2000, is recorded as a liability within the individual funds.

B. Ohio Police and Fire Pension Fund

Full-time uniformed employees of the City participate in the Ohio Police and Fire
Pension Fund (OP&F), a cost-sharing multiple employer defined benefit pension plan.
The OP& F providesretirement and disability benefits, annual cost-of-living adjustments,
and death benefitsto plan membersand beneficiaries. Benefit provisionsare established
by Ohio State Legislature and are codified in Chapter 742 of the Ohio Revised Code.
The OP& Fissuesapublicly availablefinancial report that includesfinancial statements
and required supplementary information for the plan. That report may be obtained by
writing to OP&F, 140 East Town Street, Columbus, Ohio 43215-5164.
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NOTE 15 - DEFINED BENEFIT PENSION PLANS - (Continued)

Plan members are required to contribute 10.0 percent of their annual covered saary,
whilethe City isrequired to contribute 19.50 percent and 24.0 percent for policeofficers
and firefighters, respectively. The City’s contributions for pension obligations to the
OP&F for the years ended December 31, 2000, 1999, and 1998 were $254,895,
$232,890, and $214,970, respectively; 70 percent has been contributed for 2000 and 100
percent for the years 1999 and 1998. $76,282, representing the unpaid contributions for
2000, isrecorded as aliability within the Police Pension and Fire Improvement Special
Revenue Funds.

NOTE 16 - POSTEMPLOYMENT BENEFITSOTHER THAN PENSIONS
A. Public Employees Retirement System

PERS provides post-retirement health care coverageto age and serviceretirantswith 10
or more years of qualifying Ohio service credit. Health care coverage for disability
recipientsis available. The health care coverage provided by the retirement system is
considered an Other Postemployment Benefit (OPEB) as described in GASB Statement
No. 12, “Disclosure of Information on Postemployment Benefits other than Pension
Benefits by State and Local Government Employers’. A portion of each employer's
contribution to PERS is set aside for the funding of post retirement health care. The
Ohio Revised Code provides statutory authority for employer contributions. Health care
funding and accounting ison apay-as-you-go basis. The employer contribution ratewas
rolled back for the year 2000. The 2000 employer contribution ratefor local government
employerswas 10.84% of covered payroll; 4.30% was the portion that was used to fund
health care. The law enforcement employer rate for 2000 was 15.70% of covered
payroll; 4.30% was the portion used to fund health care.

The Ohio Revised Code provides the statutory authority requiring public employers to
fund postretirement health care through their contributions to PERS. The City’s
contribution actually made to fund postemployment benefits was $123,966.

OPEB are financed through employer contributions and investment earnings thereon.
The contributions allocated to retiree health care, along with investment income on
allocated assets and periodic adjustments in health care provisions are expected to be
sufficient to sustain the program indefinitely.
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NOTE 16 - POSTEMPLOYMENT BENEFITSOTHER THAN PENSIONS - (Continued)

Asof December 31, 1999 (the latest information available), the unaudited estimated net
assets available for future OPEB payments were $10,805.5 million. The actuarially
accrued liability and the unfunded actuarial accrued liability, based on the actuarial cost
method used, were $12,473.6 million and $1,668.1 million, respectively, at December
31, 1999 (thelatest information available). The number of benefit recipientseligiblefor
OPEB at December 31, 1999 (the latest information available), was 401,339.

During 2000, the PERS Retirement Board enacted a temporary employer contribution
rate rollback for calendar year 2000. The decision to rollback rates was based on the
December 31, 1998 actuarial study, which indicated that actuarial assets exceeded
actuaria liabilities. The temporary rate rollback was 20% for both the state and local
government divisions and 6% for law enforcement divisions. The Board reallocated
employer contributions from 4.20% to 4.30% at the beginning of the year to improve
health care financing. The proportion of contributions dedicated to funding OPEB
increased during the year for those reasons.

Additional information onthe PERS, including historical trend information showing the

progress in accumulating sufficient assets to pay benefits when due is available in the
PERS December 31, 2000, Comprehensive Annual Financial Report.

40



CITY OF SHELBY, OHIO
NOTES TO THE GENERAL PURPOSE FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2000

NOTE 16 - POSTEMPLOYMENT BENEFITSOTHER THAN PENSIONS - (Continued)
B. Ohio Poalice and Fire Pension Fund

OP& F provides post-retirement health care coverage to any person who receives or is
eligible to receive amonthly benefit check or is a spouse or eligible dependent child of
such person. An eligible dependent child isany child under the age of 18 whether or not
the child is attending school or under the age of 22 if attending school full-time or ona
2/3 basis. The health care coverage provided by the retirement system is considered an
Other Postemployment Benefit (OPEB) as described in GASB Statement No. 12,
“Disclosure of Information on Postempl oyment Benefits Other than Pension Benefitsby
State and L ocal Government Employers.” The Ohio Revised Code providesthat health
care cost paid from the funds of the OP&F shall be included in the employer’s
contributionrate. Thetotal police officer employer contribution rateis 19.5% of covered
payroll and thetotal firefighter’ semployer contribution rateis 24.0% of covered payroll.
The Ohio Revised Code provides the authority allowing OP&F s Board of Trustees to
provide health care coverage to all eligible individuas. Health care funding and
accounting is on a pay-as-you-go basis. A percentage of covered payroll, as defined by
the Board, isused to pay retiree health care expenses. The Board defined all ocation was
7.0 percent and 7.25 percent of covered payroll in 1999 and 2000, respectively. In
addition, since July 1, 1992, most retirees have been required to contribute a portion of
the cost of their health care coverage through a deduction from their monthly benefit
payment.

The number of participants eligible to receive health care benefits as of December 31,
1999 (the latest information available), is 12,467 for police officers and 9,807 for
firefighters. Theamount of employer contributionsused to pay postemployment benefits
for policeofficersandfirefighterswere$48,255 and $37,792, respectively. OP&F stotal
health care expenses for the year ending December 31, 1999 (the latest information
available), was $95.005 million which was net of member contributions of $5.518
million.
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NOTE 17 - BUDGETARY BASISOF ACCOUNTING

The City's budgetary processis based upon accounting for transactions on acash basis. The
differences between the cash basis (budget basis) and the modified accrual basis (GAAP
basis) are that revenues are recorded when actually received (budget) as opposed to when
susceptible to accrual (GAAP) and the expenditures are recorded when paid (budget) as
opposed to when incurred (GAAP). Additiondly, the City reflects outstanding
encumbrances as expenditures on the budgetary basisof accounting. Adjustmentsnecessary
to convert the results of operations at the end of the year on the budget basis to the GAAP
basis are as follows:

EXCESS OF REVENUES AND OTHER FINANCING SOURCES
OVER (UNDER) EXPENDITURES AND OTHER USES

Special Debt Capital
Generdl Revenue Service Projects

Budget Basis $ 21154 $ (178236) $20,536 $(1,833,762)
Adjustments:
Net Adjustment for

Revenue Accruals 1,149,592 (2,413,132) --- 1,295,123
Net Adjustment for

Expenditure Accruals (36,200) 43,105 --- (275,628)
Net adjustment for

Other Financing Sources/

(Uses) Accruals (1,190,543) 2,373,598 --- (1,283,055)
Encumbrances 145,283 182,559 --- 858,450
GAAP Basis $ 89,286 $ 7,894 $20536  $(1.238,872)
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NOTE 18 - CONTINGENCIES
A. Grants

The City receives significant financial assistance from numerous federal and state
agenciesintheform of grants. Thedisbursement of fundsreceived under these programs
generaly requires compliance with terms and conditions specified in the grant
agreements and is subject to audit by the grantor agencies. Any disallowed claims
resulting from such audits could becomealiability of thegeneral fund or other applicable
funds. However, in the opinion of management, any such disallowed claims will not
have a material effect on any of the financial statements of the individual fund types
included herein or on the overall financial position of the City at December 31, 2000.

B. Litigation

The City is currently not involved in litigation that the City’s legal counsel anticipates
aloss.

NOTE 19 - SIGNIFICANT SUBSEQUENT EVENTS

In January 2001, the City’ s Electric Enterprise Fund entered into ajoint venture agreement
with 35 other municipal electric systems who have formed the Ohio Municipa Electric
Generation Agency Joint Venture 5 (OMEGA JV5) for the purpose of providing electric
power and energy to its participants on a cooperative basis. Thisjoint venture was created
by the American Municipal Power-Ohio, Incorporated (AMP-Ohio), which is an Ohio not
for profit corporation, operating on a cooperative nonprofit basis for the mutual benefit of
its member municipalities, each of which owns and/or operates an electric utility system.
AMP-Ohio has 84 members - 79 municipalitiesin Ohio, 3 in Pennsylvaniaand 2 in West
Virginia

OMEGA JV2isa138.650 MW project including two 32MW used gas-turbines, one 11 MW
used gas-fireturbine, and 34 1.825 MW new and one 1.6 MW used oil-fired diesel generator
units. Theproject wasfinanced through AMP-Ohio’ sissuance of $50,260,000indistributive
generation bonds. The City has a 1.89% undivided ownership interest in the project. The
City will report an equity interest equal to their undivided ownershipinterest inthe net assets
of the project in itsfiscal year 2001 GPFS.
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TRIMBLE, JULIAN & GRUBE, INC.

“SERVING OHIO LOCAL GOVERNMENTS”

1445 Worthington Woods Boulevard Telephone 614.846.1899
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Worthington, Ohio 43085

Report on Compliance and on Internal Control Over Financial Reporting
Based on an Audit of Financial Statements Performed in
Accordance With Government Auditing Standards

Members of Council and Mayor
City of Shelby

23 W. Main Street

Shelby, Ohio 44875

We have audited thefinancia statements of the City of Shelby (“Richland County) asof and for
the year ended December 31, 2000, and haveissued our report thereon dated June 25, 2001. We
conducted our audit in accordance with 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 City of Shelby's financia
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 materia effect on the determination of financial statement amounts. However,
providing an opinion on compliance with those provisionswas not an objective of our audit and,
accordingly, we do not express such an opinion. The results of our tests disclosed an instance
of noncompliance that is required to be reported under Government Auditing Standards which
is described in the accompanying schedule of findings as item 2000-COS-001. We aso noted
certain immaterial instances of noncompliance, which we have reported to the management of
the City of Shelby in a separate letter dated June 25, 2001.



Members of Council and Mayor
City of Shelby

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the City of Shelby’ sinternal 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 theinternal control over
financial reporting. However, we noted a certain matter involving the internal control over
financial reporting and its operation that we consider to be areportable condition. Reportable
conditions involve matters coming to our attention relating to significant deficiencies in the
design or operation of theinternal control over financial reporting that, in our judgement, could
adversely affect the City's ability to record, process, summarize and report financial data
consi stent with the assertions of management inthefinancial statements. A reportablecondition
is described in the accompanying schedule of findings as item 2000-COS-001.

A material weakness is a condition in which the design or operation of one or more of the
internal control components does not reduceto arelatively low level therisk that misstatements
inamountsthat would be material inrelationto thefinancial statements being audited may occur
and not be detected within atimely period beemployeesin thenormal course of performing their
assigned functions. Our consideration of theinternal control over financial reporting would not
necessarily disclose all mattersin 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 the reportable condition described above is not
amaterial weakness. We also noted other mattersinvolving the internal control over financial
reporting that we have reported to the management of the City of Shelby in aseparate | etter dated
June 25, 2001.

Thisreport isintended for the information of the City of Shelby and its management and is not
intended to be and should not be used by anyone other than these specified parties.

Trimble, Julian & Grube, Inc.
June 25, 2001
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CITY OF SHELBY
RICHLAND COUNTY
DECEMBER 31, 2000

SCHEDULE OF FINDINGS

1. FINDINGSRELATED TO THE FINANCIAL STATEMENTS
REQUIRED TO BE REPORTED IN ACCORDANCE WITH GAGAS

Finding Number 2000-COS-001

Ohio Revised Code Section 5705.41(D) requires that no orders or contracts involving the
expenditure of monies are to be made unless there is a certificate of the fiscal officer that the
amount required for the order or contract has been lawfully appropriated and is in the treasury
or in the process of collection to the credit of an appropriate fund free from any previous
encumbrances.

It was noted during the audit that expenditures by the City were not certified in atimely manner
for forty-nine percent of the expenditures tested due to purchases being made by the City’s
departments prior to obtaining avalid purchase order from the Finance Office.

Without timely certification, the City may expend more funds than available in the treasury or
in the process of collection, or than funds appropriated.

We recommend that al orders or contracts involving the expenditure of money be timely
certified to ensure all monies expended are lawfully appropriated and available in the treasury
or in the process of collection. The City should consider using “Then” and “Now” certificates
where applicable. Guidance onthe use of these certificatesisfound in this code section and the
Ohio Compliance Supplement published by Auditor of State.
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88 East Broad Street
STATE OF OHIO P.O. Box 1140

OFFICE OF THE AUDITOR Columbus, Ohio 43216-1140

Telephone  614-466-4514
JiM PETRO, AUDITOR OF STATE 800-282-0370

Facsimile  614-466-4490

CITY OF SHELBY

RICHLAND COUNTY

CLERK'S CERTIFICATION
This is a true and correct copy of the report which is required to be filed in the Office
of the Auditor of State pursuant to Section 117.26, Revised Code, and which is filed
in Columbus, Ohio.

desan Toubbitt

CLERK OF THE BUREAU

CERTIFIED
JULY 31, 2001
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