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June 3, 2002

The Honorable Mayor and Members of the
City Council of the City of Reading

REPORT OF INDEPENDENT ACCOUNTANTS

We have audited the accompanying general purpose financial statements of the City of Reading,
Ohio, (the City) as of and for the year ended December 3, 2001. These general purpose
financia statements are the responsibility of the management of the City. Our responsibility is to
express an opinion on these general purpose financia statements based on our audit.

We conducted our audit in accordance with auditing standards generaly accepted in the United
States of America, and the standards applicable to financia audits contained in  Government
Auditing Standards, issued by the Comptroller General of the United States. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the
generd purpose financial statements are free of materid misstatement. An audit includes
examining, on atest basis, evidence supporting the amounts and disclosures in the general purpose
financia statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evauating the overall generd purpose
financial statement presentation. We believe that our audit provides a reasonable basis for our
opinion.

In our opinion, the genera purpose financiad statements referred to above present fairly, in al

materia respects, the financia position of the City, as of December 31, 2001, and the results of its
operations and cash flows of its proprietary fund type 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 areport dated June 3,
2002 on our consideration of the City's interna control over financia reporting and our tests of its
compliance with certain provisions of laws, regulations, contracts and grants. That report is an
integral part of an audit performed in accordance with Government Auditing Standard and
should be read in conjunction with this report in considering the results of our audit.

Plattenburg & Associates, Inc.
Certified Public Accountants



City of Reading, Ohio

Combined Balance Sheet

All Fund Types and Account Groups
December 31, 2001

ASSETS AND OTHER DEBITS:

Assets:
Pooled cash and investments
Receivables (net of allowance for
uncollectables):
Taxes
Accounts
Intergovernmental
Interfund
Inventory

Fixed assets (net, where applicable
of accumulated depreciation)

Other debits:
Amount available in debt service fund
Amount to be provided for retirement
of general long-term obligations

TOTAL ASSETS AND OTHER DEBITS

LIABILITIES, EQUITY AND OTHER CREDITS

Liabilities:
Accounts payable
Accrued wages and benefits
Interest payable
Interfund payable
Compensated absences
Due to others
Deferred revenue
Notes payable
Bond anticipation notes payable
General obligation bonds payable

Total Liabilities

Equity and Other Credits:
Investment in general fixed assets
Retained earnings - unreserved
Fund Balances:

Reserved for encumbrances
Reserved for inventory
Reserved for debt service
Unreserved, undesignated

Total Equity and Other Credits

TOTAL LIABILITIES, EQUITY AND
OTHER CREDITS

See accompanying notes.

Governmental Fund Types

Special Capital

General Revenue Debt Service Projects
$271,630 $526,502 $21,482 $529,050
1,179,895 0 0 308,478
42,375 1,435 0 0
115,197 157,398 0 0
0 0 0 113,960
0 9,221 0 0
0 0 0 0
0 0 0 0
0 0 0 0
$1,609,097 $694,556 $21,482 $951,488
$188,817 $36,359 $0 $8,403
330,021 25,644 0 0
0 0 0 1,109
113,960 0 64,950 0
164,759 6,528 0 0
0 0 0 0
843,878 131,630 0 308,478
0 0 0 0
0 0 0 759,900
0 0 0 0
1,641,435 200,161 64,950 1,077,890
0 0 0 0
0 0 0 0
65,712 66,710 0 30,827
0 9,221 0 0
0 0 (43,468) 0
(98,050) 418,464 0 (157,229)
(32,338) 494,395 (43,468) (126,402)
$1,609,097 $694,556 $21,482 $951,488




Propietary

Fund Fiduciary
Type Fund Types Account Groups Totals
General General
Trust and Fixed Long-Term (Memorandum
Enterprise Agency Assets Obligations Only)
$481,265 $267,034 $0 $0 $2,096,963
0 0 0 0 1,488,373
112,464 0 0 0 156,274
0 0 0 0 272,595
69,755 0 0 0 183,715
2,911 0 0 0 12,132
983,141 0 4,453,667 0 5,436,808
0 0 0 (43,468) (43,468)
0 0 0 490,613 490,613
$1,649,536 $267,034 $4,453,667 $447,145 $10,094,005
$79,550 $0 $0 $0 $313,129
18,931 0 0 0 374,596
7,890 0 0 0 8,999
0 4,805 0 0 183,715
5,026 0 0 436,575 612,888
0 96,930 0 0 96,930
0 0 0 0 1,283,986
500,000 0 0 0 500,000
250,000 0 0 0 1,009,900
0 0 0 10,570 10,570
861,397 101,735 0 447,145 4,394,713
0 0 4,453,667 0 4,453,667
788,139 0 0 0 788,139
0 0 0 0 163,249
0 0 0 0 9,221
0 0 0 0 (43,468)
0 165,299 0 0 328,484
788,139 165,299 4,453,667 0 5,699,292
$1,649,536 $267,034 $4,453,667 $447,145 $10,094,005




City of Reading, Ohio

Combined Statement of Revenues, Expenditures
and Changes in Fund Balances

All Governmental Fund Types and

Expendable Trust Funds

For the Year Ended December 31, 2001

REVENUES:
Taxes
Fines, licenses and permits
Intergovernmental
Charges for services
Donations
Interest
Other

Total Revenues

EXPENDITURES:

Current:
General government
Public safety
Public health and welfare
Leisure time activities
Community development
Basic utility service
Transportation and street repair

Capital outlay

Debt service:
Interest

Total Expenditures
EXCESS (DEFICIENCY) OF REVENUES
OVER (UNDER) EXPENDITURES

OTHER FINANCING SOURCES (USES):
Operating transfers - in
Operating transfers - (out)

Total Other Financing Sources (Uses)

EXCESS (DEFICIENCY) OF REVENUES AND
OTHER FINANCING SOURCES OVER (UNDER)
EXPENDITURES AND OTHER FINANCING USES
FUND BALANCES, BEGINNING OF YEAR

INCREASE (DECREASE) IN RESERVE FOR INVENTORY

FUND BALANCES, END OF YEAR

See accompanying notes.

Governmental Fund Types

Special Capital

General Revenue Debt Service Projects
$675,107 $4,135,658 $0 $0
190,593 16,297 0 0
551,469 471,700 0 423,984
382,511 3,660 0 201,506
0 0 0 4,246
69,567 0 0 0
103,510 2,861 0 0
1,972,757 4,630,176 0 629,736
1,115,321 283,993 0 0
3,419,707 36,141 0 0
90,656 0 0 0
462,637 0 0 0
97,704 0 0 0
360,350 0 0 0
79,613 486,532 0 0
2,206 4,417 0 1,034,752
0 0 0 24,851
5,628,194 811,083 0 1,059,603
(3,655,437) 3,819,093 0 (429,867)
3,797,940 10,000 0 100,000
(47,434) (3,952,771) (51,031) 0
3,750,506 (3,942,771) (51,031) 100,000
95,069 (123,678) (51,031) (329,867)
(127,407) 621,174 7,563 203,465
0 (3,101) 0 0
($32,338) $494,395 ($43,468) ($126,402)




Fiduciary

Fund Type Totals
Expendable (Memorandum
Trust Only)

$0 $4,810,765

0 206,890

0 1,447,153

0 587,677

0 4,246

0 69,567

0 106,371

0 7,232,669

32,027 1,431,341

0 3,455,848

0 90,656

0 462,637

0 97,704

0 360,350

0 566,145

0 1,041,375

0 24,851

32,027 7,530,907
(32,027) (298,238)
40,205 3,948,145
0 (4,051,236)
40,205 (103,091)
8,178 (401,329)
157,121 861,916
0 (3,101)
$165,299 $457,486




City of Reading, Ohio

Combined Statement of Revenues,
Expenditures and Changes in Fund Balance
Budget and Actual (Non-GAAP Basis)

All Governmental Fund Types

For the Year Ended December 31, 2001

REVENUES:
Local taxes
Intergovernmental revenues
Charges for services
Fines, licenses and permits
Interest revenue
All other revenues

Total Revenues

EXPENDITURES:

Current:
Public safety
Public health and welfare
Leisure time activities
Community development
Basic utility services
Transportation and street repair
General government

Capital outlay

Debt service:
Principal
Interest and fiscal charges

Total Expenditures

Excess (Deficiency) of Revenues
Over (Under) Expenditures

OTHER FINANCING SOURCES (USES):

Operating transfers - in

Operating transfers - (out)

Advances in

Proceeds of notes

Total Other Financing Sources (Uses)

Excess (Deficiency) of Revenues and

Other Financing Sources Over (Under)
Expenditures and Other Financing Uses

Fund Balance at Beginning of Year

Fund Balance at End of Year

See accompanying notes.

General Fund

Special Revenue Funds

Variance Variance

Favorable Favorable
Budget Actual (Unfavorable) Budget Actual (Unfavorable)
$391,054 $329,156 ($61,898) $4,200,000 $4,135,658 ($64,342)
578,247 583,488 5,241 466,000 468,338 2,338
336,232 351,813 15,581 5,000 3,660 (1,340)
191,132 187,373 (3,759) 21,000 15,812 (5,188)
173,763 69,567 (104,196) 0 0
65,161 103,510 38,349 12,000 2,761 (9,239)
1,735,589 1,624,907 (110,682) 4,704,000 4,626,229 (77,771)
3,424,930 3,376,855 48,075 59,358 36,123 23,235
105,206 90,092 15,114 0 0 0
482,339 466,472 15,867 0 0 0
173,356 121,546 51,810 0 0 0
360,000 332,320 27,680 0 0 0
351,200 251,935 99,265 659,386 567,910 91,476
1,266,159 1,227,134 39,025 287,138 282,728 4,410
3,099 2,206 893 6,500 4,417 2,083
0 0 0 0 0 0
0 0 0 0 0 0
6,166,289 5,868,560 297,729 1,012,382 891,178 121,204
(4,430,700) (4,243,653) 187,047 3,691,618 3,735,051 43,433
4,200,000 3,950,000 (250,000) 0 10,000 10,000
(48,800) (47,434) 1,366 (4,145,995) (3,952,771) 193,224
0 0 0 0 0 0
0 0 0 0 0 0
4,151,200 3,902,566 (248,634) (4,145,995) (3,942,771) 203,224
(279,500) (341,087) (61,587) (454,377) (207,720) 246,657
358,189 358,189 0 633,823 633,823 0
$78,689 $17,102 ($61,587) $179,446 $426,103 $246,657




Debt Service Fund

Capital Projects Funds

Totals

(Memorandum Only)

Variance Variance Variance

Favorable Favorable Favorable
Budget Actual (Unfavorable) Budget Actual (Unfavorable) Budget Actual (Unfavorable)
$0 $0 $0 $0 $0 $0 $4,591,054 $4,464,814 ($126,240)
0 0 0 1,329,977 423,984 (905,993) 2,374,224 1,475,810 (898,414)
0 0 0 264,329 201,506 (62,823) 605,561 556,979 (48,582)
0 0 0 0 0 0 212,132 203,185 (8,947)
0 0 0 0 0 0 173,763 69,567 (104,196)
40,000 0 (40,000) 1,774 4,246 2,472 118,935 110,517 (8,418)
40,000 0 (40,000) 1,596,080 629,736 (966,344) 8,075,669 6,880,872 (1,194,797)
0 0 0 0 0 0 3,484,288 3,412,978 71,310
0 0 0 0 0 0 105,206 90,092 15,114
0 0 0 0 0 0 482,339 466,472 15,867
0 0 0 0 0 0 173,356 121,546 51,810
0 0 0 0 0 0 360,000 332,320 27,680
0 0 0 0 0 0 1,010,586 819,845 190,741
0 0 0 0 0 0 1,553,297 1,509,862 43,435
0 0 0 2,557,205 1,110,785 1,446,420 2,566,804 1,117,408 1,449,396
25,000 25,000 0 759,000 759,000 0 784,000 784,000 0
45,472 26,030 19,442 23,742 23,742 0 69,214 49,772 19,442
70,472 51,030 19,442 3,339,947 1,893,527 1,446,420 10,589,090 8,704,295 1,884,795
(30,472) (51,030) (20,558) (1,743,867) (1,263,791) 480,076 (2,513,421) (1,823,423) 689,998
14,050 0 (14,050) 200,000 100,000 (100,000) 4,414,050 4,060,000 (354,050)
0 0 0 0 0 0 (4,194,795) (4,000,205) 194,590
50,950 50,950 0 0 0 0 50,950 50,950 0
0 0 0 759,000 759,000 0 759,000 759,000 0
65,000 50,950 (14,050) 959,000 859,000 (100,000) 1,029,205 869,745 (159,460)
34,528 (80) (34,608) (784,867) (404,791) 380,076 (1,484,216) (953,678) 530,538
21,563 21,563 0 895,076 895,076 0 1,908,651 1,908,651 0
$56,091 $21,483 ($34,608) $110,209 $490,285 $380,076 $424,435 $954,973 $530,538




City of Reading, Ohio

Combined Statement of Revenues, Expenses
and Changes in Retained Earnings
Proprietary Fund Type

For the Year Ended December 31, 2001

OPERATING REVENUES:
Charges for services

Total Operating Revenue
OPERATING EXPENSES:
Personal services
Fringe benefits
Supplies and materials
Depreciation
Total Operating Expenses
OPERATING INCOME (LOSS)

NONOPERATING REVENUES (EXPENSES):
Interest expense

Total Nonoperating Revenues (Expenses)
INCOME (LOSS) BEFORE OPERATING TRANSFERS

OPERATING TRANSFERS:
Operating transfers - in

Total Operating Transfers
NET INCOME (LOSS)

RETAINED EARNINGS
BEGINNING OF YEAR

RETAINED EARNINGS
END OF YEAR

See accompanying notes.

Proprietary
Fund

Type

Enterprise

$1,229,160

1,229,160

272,433
62,619
892,175
31,399

1,258,626

(29,466)

(32,030)

(32,030)

(61,496)

103,091

103,091

41,595

746,544

$788,139




City of Reading, Ohio

Combined Statement of Cash Flows
Proprietary Fund Type

For the Year Ended December 31, 2001

OPERATING ACTIVITIES:

Operating income (loss)

Adjustments to reconcile operating
income (loss) to net cash provided
(used) by operating activities:

Depreciation

Changes in assets and liabilities:
(Increase) decrease in receivables
(Increase) decrease in inventory

Increase (decrease) in accounts payable
Increase (decrease) in accrued liabilities
Increase (decrease) in other liabilities

Net Cash Provided (Used) by Operating Activities

NONCAPITAL FINANCING ACTIVITIES:
Operating transfers - in
Operating transfers - (out)

Net Cash Provided (Used) by Noncapital Financing

Activities

CAPITAL AND RELATED FINANCING ACTIVITIES:
Proceeds from issuance of debt
Principal paid
Interest paid
Acquisition of fixed assets

Net Cash Provided (Used) by Capital and Related
Financing Activities

NET INCREASE (DECREASE) IN CASH
CASH BEGINNING OF YEAR
CASH END OF YEAR

See accompanying notes.

Proprietary
Fund

Type

Enterprise

($29,466)

31,399

4,517

1,213

64,656
(39)
(5,699)

66,581

103,091
(53,355)

49,736

750,000

(275,000)
(26,031)

(630,480)

(181,511)

(65,194)

546,459

$481,265
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CITY OF READING, OHIO

Notes To Financial Statements
December 31, 2001

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financid statements of the City of Reading, Ohio have been prepared in conformity with generdly
accepted accounting principles (GAAP) as gpplied to government units. The Governmenta Accounting
Standards Board (GASB) is the accepted standard-setting body for establishing governmentd
accounting and financid reporting principles. The more sgnificant of the government's accounting
policies are described below.

A. Reporting Entity

The City operates under a seven-member council. An eected City Auditor isresponsble for fiscd
control of the resources of the City. Services provided by the City include public services, public
safety, recreation, and devel opment.

For financid reporting purposes, the City's financid statements include al funds and account groups
of the primary government (the City). Potential component units were congdered for incluson in
the financid satements. Generaly, component units are legaly separate organizations for which the
elected officids of the primary government (i.e. the City) are financidly accountable. The City
would congder an organization to be a component unit if:

1 The City appoints a \oting mgority of the organization's governing body; and (a) is adle to
impose its will on that organization; or (b) there is a potentid for the organization to provide
specific financid burdens on the City; or

2 Theorganization isfiscaly dependent upon the City; or

3 The nature of the relationship between the City and the organization is such that the exclusion
from the financid reporting entity would render the financid statements of the City mideading.

The City included no component unitsin the financia statements.
B. Basisof Presentation
The financid reporting practices of the City conform to generaly accepted accounting principles for

local governments as prescribed by the Governmental Accounting Standards Board (GASB). The
following isasummary of the more significant policies

11



The accounts of the City are organized on the basis of funds or account groups, each of which is
considered a separate accounting entity. The operations of each fund are accounted for with a
separate set of self- baancing accounts that comprise its assats, liabilities, fund equity, revenues,
and expenditures/expenses. The various funds are summarized by type in the combined financid
gatements. The following fund types and account groups are used by the City:

Governmental Fund Types.

Gengd Fund - The generd fund is the genera operating fund of the City. It is used to
account for al financia resources except those required to be accounted for in another fund.

Specid Revenue Funds - The specid revenue funds are used to account for revenues derived
from specific taxes, grants, or other restricted revenue sources. The uses and limitations of
each specid revenue fund are specified by city ordinances or federal and Sate statutes or
grant provisons.

Debt Service Funds - The debt service funds are used to account for the accumulation of
resources for, and the payment of, general long-term debt principa and interest.

Capitd Projects Funds - The capitad projects funds are used to account for the financial
resources to be used for the acquisition or construction of mgor capitd facilities (other than
those financed by proprietary funds or trust funds).

Proprietary Fund Type:

Enterprise Fund - The enterprise fund accounts for operations (a) that are financed and
operated in a manner Smilar to private business enterprises where the intent of the governing
body is that the costs of providing goods and services to the generd public on a continuing
basis be financed or recovered primarily through user charges, or (b) where the governing
body has decided that periodic determination of revenues earned, expenses incurred, and/or
net income is appropriate for cagpitd maintenance, public policy, management control,
accountability or other purposes.

Fiducdiary Fund Types:

Trugt and Agency Funds - Trust and agency funds are used to account for assets held by the
City in a trustee cgpacity or as an agent for individuas, private organizations, other
governments, and/or other funds. These include expendable trust, and agency funds.
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Account Groups:

Account groups are used to establish accounting control and accountability for the City's generd
fixed assets and generd long-term obligations. Because these assets and obligations are long-
term, they are neither spendable resources nor require current appropriation.

Generd Fixed Assats Account Group - This account group accounts for dl fixed assets
required for generd City purposes, excluding fixed assets of the proprietary and fiduciary fund

types.

Generd Long-Term Ohbligations Account Group - This account group accounts for long-term
obligations of the City, except those accounted for in the proprietary and fiduciary fund types.

C. Basisof Accounting

Basis of accounting refers to when revenues and expenditures or expenses are recognized in the
accounts and reported in the financia statements. Badis of accounting relates to the timing of the
measurements made, regardless of the measurement focus gpplied.  The measurement focus of

governmentd funds and expendable trust funds is upon the flow of current financid resources.

Governmentd funds, expendable trust funds and agency funds are accounted for using the modified
accrud bass of accounting. Under the modified accrua basis of accounting, revenues are
recognized in the accounting period in which they become available and measurable.  Avallable
means collectible within the current period or soon enough thereafter to be used to pay ligbilities of
the current period which for City purposesis considered to be 30 days after year-end.

Nonexchange transactions, in which the City receives vaue without directly giving equa vaue in
return, include property taxes, grants, entitlements and donations. On an accrua basis, revenue from
property taxes is recognized in the fisca year for which the taxes are levied. Revenue from grants,
entitlements and donations is recognized in the fiscd year in which dl digibility requirements have
been satidfied. Eligibility requirements include timing requirements, which specify the year when the
resources are required to be used or the fisca year when use is first permitted, matching
requirements, in which the City must provide loca resources to be used for a specified purpose, and
expenditure requirements, in which the resources are provided to the City on a reimbursement basis.
On amodified accrud bass, revenue from non-exchange transactions must aso be available before
it can be recognized.

Agency funds are cugtodid in nature (assats equd liabilities) and do not involve measurement of
results of operations.

The proprietary fund's and nonexpendable trust fund's measurement focus is upon the flow of
economic resources. The proprietary funds and nonexpendable trust funds are accounted for using
the accrual basis of accounting. Revenues are recognized in the accounting period in which they are
earned and expenses are recognized in the period incurred.
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D. Budget

A budget of estimated cash receipts and disbursements is submitted to the county auditor, as
secretary of the county budget commission, by July 20 of each year for the period January 1 to
December 31, of the following year. Annud budgets are adopted for dl funds.

Edimated Resources - The county budget commisson certifies its actions to the City by
September 1. As part of this examination the City receives the officid certificate of estimated
resources which states the projected receipts of each fund. On or about January 1, this
certificate is amended to include any unencumbered balances from the preceding year. Prior to
December 31, the City must revise its budget so that the totd contemplated expenditures from
any fund during the ensuing fiscd year will not exceed the amount stated in the certificate of
estimated resources.  The revised budget then serves as the basis for the annua appropriation
measure.

Appropriations - A temporary appropriation measure to control cash disbursements may be
passed on or about January 1 of each year for the period January 1 to March 31. An annual
gppropriation measure must be passed by April 1 of each year for the period January 1 to
December 31. The appropriation measure may be amended or supplemented by City Council
during the year, as new information becomes available. (The budget may be revised by
management without City Council approva if the revised budget does not exceed totd
appropriations at the fund level). Appropriations may not exceed estimated resources.

Expenditures may not legdly exceed appropriations at the fund level for al budgeted funds.
During the year, various supplementa gppropriations were necessary.

Unencumbered appropriation baances lapse at year-end and revert to the respective funds
from which they were originally gppropriated, thus becoming available for future gppropriation.

Encumbrances - The City of Reading is required to use the encumbrances method of accounting
by Ohio law. Under this system, purchase orders, contracts and other commitments for the
expenditure of funds are recorded in order to reserve the portion of the applicable
gppropriation.

Encumbrances outstanding at year-end for governmenta funds are reported as reservations of
fund balances and do not represent expenditures or liahilities.

Budoet Badis of Accounting

While reporting financia pogtion, results of operations, and changes in fund balance on the basis
of generdly accepted accounting principles (GAAP basis), the budgetary basis as provided by
law is based upon accounting for transactions on a basis of cash receipts and disbursements.
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The Combined Statement of Revenues, Expenditures, and Changes in Fund Baance - Budget
and Actud - All Governmenta Fund Types are presented on the budgetary basis to provide a
rdlevant comparison of actud results with the budget. The mgor differences between the
budget basis and the GAAP basis are:

*  Revenues are recorded when received in cash (budget) as opposed to when susceptible to
accrua (GAAP).

*  Expenditures are recorded when paid in cash (budget) as opposed to when the liability is
incurred (GAAP).

The adjusments necessary to convert results of operations at the end of the year on the GAAP
basis to the budget basis are as follows:

Excess of Revenues and Other

Sources Over (Under)
Expenditures and Other Uses
Specid Debt Capital
Generd Revenue Service Projects
GAAP Basis (as reported) $95,069 ($123,678) ($81) ($329,867)
Adjustments.
Revenue Accruas, Net (195,790) (3,947) 0 0
Expenditure Accruas, Net (240,366) (80,095) 1 (74,924)
BUDGET BASIS ($341.087) ($207,720) ($_80) ($404.791)
. Inventory

Inventory is stated at cost, which approximates market, using the firg-in, firs-out (FIFO) method
of identification. The cods of governmenta fund type inventories are recorded as expenditures
when consumed rather than when purchased.

. Fixed Assets

Fixed assets used in governmenta fund type operations are accounted for in the generd fixed assats
account group. No depreciation is recorded for generd fixed assets.
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Fixed assets used in proprietary fund type operations are recorded in the enterprise fund.
Depreciation is caculated usng the sraight-line method over the estimated useful lives of the assets.
Thefollowing lives are used:

Automobiles and trucks 5-20 years
Machinery and equipment 5-20 years
Buildings and improvements 15-40 years

Public domain assets (infrastructure) such as roads, bridges, curbs and gutters, streets and
sdewaks, and drainage systems are not capitalized.

Fixed assats are vaued at historical cost or etimated historical cost if actual historical cost is not
avalable. Donated fixed assats are valued at their estimated fair market vdue at the time received.
Interest on congtructed fixed assetsis capitalized.

. Interfund Transactions

During the course of norma operations, the City has numerous transactions among funds, most of
which are in the form of transfers of resources to provide services, congtruct assets and service
debt. The accompanying financid satements generdly reflect such transactions as operating
tranders. The classfication of amounts recorded as subsdies, advances, or equity contributions is
determined by City management.

. Fund Balance Reserves

Reserves indicate portions of fund equity legaly segregated for a specific future use and/or not
appropriable for expenditures.

Grantsand Other Intergovernmental Revenues

Federal grants and assistance awards made on the bass of entitlement periods are recorded as
intergovernmenta receivables and revenues when entitlement occurs. All other reimbursement-type
grants are recorded as ntergovernmenta receivables and revenues when the related expenditures
areincurred.

. Compensated Absences

In accordance with GASB Statement No. 16, "Accounting for Compensated Absences', the City
records a liability for vacation time and sck leave when the obligation is probable and can be
reasonably determined. For governmentd funds, that portion of unpaid compensated absences that
is expected to be paid using expendable, available resources is reported as an expenditure in the
fund from which the individua earning the leave is paid, and a corresponding liability is reflected in
the account "compensated absences payable’. The remaining portion of the ligbility is reported in
the Generd Long- Term Obligations Account Group.
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Compensated absences are expensed in the Water Enterprise Fund when earned, and the related
liability is reported within the fund.

K. Cash and Cash Equivalents

Cash baances of the City's funds, except cash held by a trustee or fiscd agent, are pooled and
invested in short-term investments in order to provide improved cash management. Investments are
dtated at cost, which approximates market vaue except for investments for deferred compensation,
which are stated at market value. For purposes of the statement of cash flows and for presentation
on the combined baance sheet, investments with origind maturities of three months or less are
considered to be cash and cash equivalents.

L. Total Columnson Combined Financial Statements

Total columns on the combined financid statements are captioned "Memorandum Only™ to indicate
that they are presented only to facilitate financid andyss. Data in these columns do not present
financid pogtion, results of operaions, or changes in financid postion in conformity with generdly
accepted accounting principles, nor is such data comparable to a consolidation.  Interfund
eiminaion’s have not been made in the aggregation of this data

M. Proprietary Fund Accounting

In accordance with GASB Statement No. 20, "Accounting and Financia Reporting for Proprietary
Funds and Other Governmentd Entities that use Proprietary Fund Accounting”, the City gpplies dl
GASB pronouncements and al FASB Statements and Interpretations, Accounting Principles Board
Opinions, and Accounting Research Bulletins issued on or before November 30, 1989, unless they
conflict with GASB pronouncements.

. PROPERTY TAXES

Property taxes include amounts levied againgt dl red and public utility property, and tangible persona
property used in business, located in the City. Red property taxes are levied each January 1 on the
assesad vaue listed as of the prior January 1.

Assessed values are established by the County Auditor at 35% of gppraised market vaue for red
property. A revaluation of al rea property isrequired to be completed every six years, with adatistical
update every third year. The last revauation was completed in 2000. Public utility property taxes on
tangible persond property are assessed at true vaue (generdly net book vaue). Tangible personal
property used in business (except public utility business) is assessed at 25% of average vaue for
inventories and 25% of true value for al other persona property.
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The property tax caendar isasfollows:

Levy date April 1, 2000
Lien date January 1, 2000
Tax bill mailed January 20, 2001
Frg ingdlment payment due February 15, 2001
Second ingtdlment payment due July 15, 2001

The assessed va uation upon which the 2000 levy was based is as follows:

Assessed
Véeue

Redl property (other than public utility) $156,904,190
Public utility real and persond tangible

property 9,427,770
Tangible persond property (other than

public utility) 39,818,050

Total Assessed Vauation $206,150,010

In accordance with NCGA Satement 1 property taxes that are measurable but not available at fiscal
year end are recorded as a receivable with the corresponding revenue deferred until available.
Ddinquent property tax amounts, net of alowance for uncollectibles, are recorded if materid in amount.

. RETIREMENT SYSTEM

A. Public Employees Retirement System

Plan Destription: The City of Reading contributes to PERS, a cost-sharing multiple-employer
defined benefit pension plan. PERS provides retirement and disability benefits, annud cost- of- living
adjustments, and death benefits to plan members and beneficiaries. Chapter 145 of the Ohio
Revised Code (ORC) assigns the authority to establish and amend benefit provisions to the PERS
Retirement Board. PERS issues a publicly avalable financid report that includes financid
gatements and required supplementary information. Interested parties may obtain a copy by
making a written request to 277 East Town Street, Columbus, Ohio, 43215-4642 or by cdling
(614) 466-2085.

Funding Policy: The ORC provides statutory authority for employee and employer contributions.
The employee contribution rate is 8.5%. For loca government employer units the rate is 13.55% of
covered payroll. Required employer contributions are equa to 100% of the dollar amount billed to
each employer and must be extracted from the employer’s records. The contribution requirements
of plan members and the City of Reading are established and may be amended by the PERS
Retirement Board. The City's contributions for the years ending December 31, 2001, 2000, and
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1999 were $152,831, $146,208 and $142,272 respectively; 77% has been contributed for fisca
year 2001 and 100% for fiscd years 2000 and 1999.

Other Postemployment Benefits

In addition to the penson benefit obligation described above, the PERS of Ohio aso provides
postemployment hedth care benefits to age and service retirants with ten (10) or more years of
quaifying Ohio sarvice credit. Hedth care coverage for disability recipients and primary survivor
recipients is avalable. A portion of each employer's contribution to PERS is set-asde for the
funding of podt retirement hedth care. The Ohio Revised Code provides statutory authority for
employer contributions and requires employers to fund posretirement hedth care through ther
contributions to PERS. The portion of the current year employer contribution rate (identified
above) that was used to fund hedth care for the year was 4.3% of covered payroll.

The dgnificant assumptions and caculations described below were based on the PERS of Ohio's
latest unaudited information as of December 31, 2000. There were 411,076 active contributing
participants. Estimated net assets available for future benefits payments were $11,735.9 million.
Estimated accrued liability and the unfunded estimated accrued liability, based on the actuaria cost
method used, were $14,364.6 million and $£,628.7 million, respectively. Benefits are financed
through employer contributions and investment earnings there on.  The contributions, invesment
income and periodic adjustment in hedth care provisons are expected to be sufficient to sustain the
program indefinitely.

. Ohio Padliceand Fire Penson Fund

The City of Reading contributes to the Ohio Police and Fire Pension Fund (OP&F); a cost-sharing
multiple-employer defined benefit pension plan. OP& F provides retirement and disability benefits,
annud cog-of-living adjusments, and desth bendfits to plan members and beneficiaries.
Contribution requirements and benefit provisons are established by the Ohio State Legidature and
are codified in Chapter 742 of the Ohio Revised Code. The OP&F issues a publicly avalable
financid report that includes financid information 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.

Plan members are required to contribute 10.0% of their annua covered sdary, while employers are
required to contribute 19.5% and 24.0%, respectively for police officers and firefighters. The City's
contributions to OP& F for the years ending December 31, 2001, 2000, and 1999 were $376,932,
$354,352 and $367,390, respectively; 65% has been contributed for fisca year 2001 and 100%
for fiscd years 2000 and 1999.
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Other Post-retirement Benefits

The OP&F provides post-retirement health care coverage to any person who receives or is digible
to recelve a monthly benefit check or is a spouse or eigible dependent child of such person. An
eligible dependent child is any 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 on a two-thirds bass. The Ohio Revised
Code provides gatutory authority for employer contributions and dlows the Fund's Board of
Trustees to provide pod-retirement hedth care coverage to dl digible individuds from the
employer's contributions to the OP&F. Mogt retirees are required to contribute a portion of the
cost of their hedlth care coverage.

The portion of the current year City contribution that was used to fund podt-retirement hedth care
benefits was 7.5% of covered payroll and for police and fire. Funding and accounting are on a pay-
as-you-go basis.

As of December 31, 2000, the number of participants digible to receive hedth care benefits was
12,853 for police and 10,037 for fire. The OP&F does not provide separate data on the funded
gatus and funding progress of podt-retirement hedlth care benefits. The Fund's totd hedth care
expenses for the year ended December 31, 2000 (latest available information) were $106,160,054,
which was net of member contributions of $5,657,431.

4. DEBT

Short-term:

Balance Balance
01/01/01 Increase Decrease 12/31/01

Bond Anticipation Note:

Enterprise:

Water systems improvements,

3.04% renewal $275,000 $250,000 ($275000)  $250,000
Capital Projects:

Various purpose, 3.09% renewal $534,900 $534,900 ($534,900) $534,900
Parking improvement, 3.09% renewa _ 225,000 225,000 (225,000) 225,000
Total $759,.900 $759,.900 ($759900)  $759.900
Long-term:

Balance Balance
01/01/01 Increase Decrease 12/31/01

Improvement Bond:

Water system improvements $ 0 $500,000 $ 0  $500000
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The annud requirements to pay principa and interest on long-term enterprise fund debt at December
31, 2001 are as follows:

Bond Anticipation Notes

Year Principal Interest

2002 $ 41,000 $23,687

2003 43,000 21,612

2004 45,000 19,439

2005 47,000 17,167

2006 50,000 8,003 *
Thereafter 274,000 *
Total $500,000 $89.908 *

*On March 23, 2006, the rate will be readjusted to the then the current rate of interest on five
year treasury investments plus 20 basis points.

The bonds will be repaid from the resources of the water fund.
FIXED ASSETS

A summary of changesin generd fixed assetsis asfollows

Baance Bdance
01/01/01 Additions Disposs 12/31/01
Land $ 941,293 $ 0 $ 0 $ 941,293
Buildings & Improvements 1,167,859 0 0 1,167,859
Machinery & Equipment 2,386,611 36,479 (78,575) 2,344,515
Totd $4,495,763 $36.479 ($78,575) $4.453,667
A summary of enterprise fund fixed assstsis asfollows
Baance
12/31/01
Land $ 10,467
Buildings & Improvements 1,671,494
Machinery & Equipment 172,570
Totda $1,854,531
Accumulated Depreciation (_871,390)
Net fixed assets $ 983,141
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6. CASH AND INVESTMENTS

The City maintains a cash and investment pool used by al funds. Each fund type's portion of this pool is
displayed on the combined balance sheet as Pooled Cash and Investments.

A. Legal Requirements

Statutes require the classfication of monies held by the City into three categories. Category 1
conggts of "active’ monies, those monies required to be kept in a "cash” or "near-cash” datus for
immediate use by the City. Such monies must be maintained ether as cash in the City treasury or in
depository accounts payable or withdrawable on demand, including negotiable order of withdrawal
(NOW) accounts.

Category 2 condgts of "inactive" monies, those monies not required for use within the current two-
year period of desgnation of depogitories. Inactive monies may be deposited or invested only as
certificates of deposit maturing not later than the end of the current period of designation of
depostories.

Category 3 congds of "interim™ monies, those monies which are not needed for immediate use but
which will be needed before the end of the current period of depositories.

State legidation permits interim monies to be deposited or invested in the following securities:

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 principd and interest by the
United States;

2. Bonds, notes, debentures, or any other obligations or securities issued by any federd
government agency or insrumentdity, including but not limited to, the federd nationd mortgage
asociation, federd home loan bank, federd farm credit bank, federd home loan mortgage
corporation, government national mortgage association, and student loan marketing association.
All federd agency securities shdl be direct issuances of federa government agencies or
indrumentalities,

3. Written repurchase agreements in the securities listed above provided that the market vaue of
the securities subject to the repurchase agreement must exceed the principd vaue 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;

4. Bondsand other obligations of the State of Ohio;

5. No-load money market mutua funds consgting exclusively of obligations described in divison
(1) or (2) of this section and repurchase agreements secured by such obligations, provided that
investmentsin securities described in this divison are made only through igible indtitutions;

6. The State Treasurer's investment pool (STAR Ohio);
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7. Cetan bankers acceptances and commercia paper notes for a period not to exceed one
hundred and eight days in an amount not to exceed twenty-five percent of the interim moneys
available for investment at any onetime; and,

8. Under limited circumstances, corporate debt interests rated in either of the two highest rating
classfications by at least two nationdly recognized rating agencies.

Investments in sripped principad or interest obligations, reverse repurchase agreements and
derivatives are prohibited. The issuance of taxable notes for the purpose of arbitrage, the use of

leverage and short selling are also prohibited. An invesment must meture 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
deders and inditutions. Payment for investments may be made only upon ddivery of the securities
representing the investments to the treasurer or, if the securities are not represented by a certificate,
upon receipt of confirmation of transfer from the custodian.

. Deposits

At year-end, the carrying amount of the City's deposits was $17,928 and the bank balance was
$41,407. Of the bank baance:

1. $41,407 was covered by federal depository insurance.

2. All remaning deposits were covered by collaterd held by third-party trustees pursuant to
Section 135.181, Revised Code, in collaterd pools securing al public funds on deposit with
specific depoditory ingtitutions. The entire amount above is defined by GASB statement No. 3
as being collateraized with securities held by the pledging financid ingtitution's trust department
or agent in the City's name.

. Investments

The Governmenta Accounting Standards Board has established risk categories for investments as
follows

Category 1 - Insured or registered, or securities held by the City or its agent in the City's name.

Category 2 - Uninsured and unregistered, with securities held by the counterparty's trust department
or agent in the City's name.

Category 3 - Uninsured and unregistered, with securities held by the counterparty or by its trust
department or agent but not in the City's name.

Undassfied - Investments in Star Money Fund are unclassified since they are not evidenced by
securities that exist in physica or book entry form.
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At year-end the carrying amount and market vaue of investments were as follows:

Total Total
Carrying Market
Description Category Vaue Vaue
Star Money Fund Unclassified $1,710,269 $1,710,269
Repurchase Agreements 3 368,766 368,766
$2.079,035 $2,079,035

7. PRIOR YEARS DEBT DEFEASANCE

In prior years, the City has defeased various bond issues by creating separate irrevocable trust funds.
U.S. government securities were purchased and placed in the trust funds. The investments and fixed
earnings from the investments were sufficient to fully service the defeased debt.  For financid reporting
purposes, the debt has been consdered defeased and therefore removed as a liability from the City's
Generd Long-Term Debt Account Group.

As of December 31, 2001, the amount of defeased debt outstanding but removed from the Generd
Long-Term Debt Account Group amounted to $225,000.

Subsequent to the creation of the irrevocable trust fund, it was discovered that the Trustee had made an
error in cdculaing the amount needed to fully service the defeased debt. This amount has been
recorded in the City's General Long-Term Debt Account Group and totas $10,571 as of December
31, 2001. Annud requirements to pay principa and interest at December 31, 2001 are as follows:

Principa | nterest
2002 $10,571 $568

8. CONTINGENCIES

The City is a party to various legd proceedings, which seek damages or injunctive relief generaly
incidental to its operations and pending projects. The City's management is of the qgoinion that the
ultimate digposition of various daims and legd proceedings will not have a materid effect on the financid
condition of the City.

9. RISK MANAGEMENT
The City is exposed to various risks of loss related to torts, theft of, damage to, and destruction of
assts, errors and omissions, injuries to employees, and natura disasters. The City carries commercid

generd liability insurance againgt these risks and al other risks of loss, including workers compensation
and employee hedlth and accident insurance.
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10.

11.

There have been no sgnificant reductions in insurance coverage from that of prior years and settlements
have not exceeded insurance coverage for any of the past threefisca years.

ACCOUNTABILITY AND COMPLIANCE

Fund Deficits

The Capita Projects Fund has a deficit fund balance of $240,362.
Non-Compliance:

1. Ohio Revised Code Section 5705.39, states the total appropriation from each fund should not
exceed the total estimated revenue.

The City had the following funds a fisca year-end that had appropriations in excess of
estimated revenue:

Fund Vaiance
Stadium Track Improvement $185,000

2. Ohio Revised Code Section 5705.14, states that no transfer can be made from one fund of a
subdivigon to any other fund, with afew exceptions.

The City had an operating trandfer out of the Enterprise fund which was not in compliance with
the Ohio Revised Code.

CHANGESIN ACCOUNTING PRINCIPLES
Changesin Accounting Principles
For fiscal year 2001, the City has implemented GASB Statement No.33, “Accounting and Financid

Reporting for Nonexchange Transactions’. At December 31, 2000 there was no effect on fund balance
asaresult of implementing GASB 33.
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PLATTENBURG & ASSOCIATES INC./CERTIFIED PUBLIC ACCOUNTANTS
8260 NORTHCREEK DRIVE, SUITE 330/ CINCINNATI, OH 45236 - (513) 891-2722 - FAX (513) 891-2760
2211 SOUTH DIXIE AVENUE/ DAY TON, OH 45409 - (937) 294-1505 - FAX (937) 294-1507

Report on compliance and on internal control over financial reporting
based on an audit of financial statements performed in accordance with
Government Auditing Standards

June 3, 2002

Honorable City Council
City of Reading, Ohio

We have audited the generd purpose financia statements of the City of Reading, Ohio (the City), as of
and for the year ended December 31, 2001, and have issued our report thereon dated June 3, 2002.
We conducted our audit in accordance with auditing standards generdly accepted in the United States
of America, and the standards gpplicable to financid audits contained in Government Auditing
Standards, issued by the Comptroller Generd of the United States.

Compliance

As part of obtaining reasonable assurance about whether the City’s financid statements are free of
materid misstatement, we performed tests of its compliance with certain provisons of laws, regulations,
contracts and grants, noncompliance with which could have a direct and materid effect on the
determination of financid statement amounts. However, providing an opinion on compliance with those
provisions was not an objective of our audit and, accordingly, we do not express such an opinion. The
results of our tests disclosed no ingances of non-compliance required to be reported under
Government Auditing Standards.

Internd Control Over Financid Reporting

In planning and performing our audit, we considered the City’ sinterna control over financid reporting in
order to determine our auditing procedures for the purpose of expressng our opinion on the financid
gtatements and not to provide assurance on the interna control over financia reporting.

A materid weakness is a condition in which the design or operation of one or more of the internd
control components does not reduce to ardatively low level the risk that misstatements in amounts that
would be materid in relation to the financid statements being audited may occur and not be detected
within a timely period by employees in the norma course of performing therr assgned functions. Our
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consderation of the interna control over financid reporting would not necessarily disclose dl mattersin
the internd control over financia reporting that might be materid weaknesses. We noted no matters
involving the interral control over financid reporting and its operation that we consider to be materid
weaknesses.

This report is intended for the information of management, the Auditor of State and the Honorable City

Council of the City of Reading, Ohio and is not intended to be and should not be used by anyone other
than these specified parties.

Plattenburg & Associates, Inc.
Certified Public Accountants
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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 READING

HAMILTON 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
AUGUST 27, 2002
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