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We have reviewed the Independent Auditor's Report of the Village of Covington, Miami
County, prepared by Trimble, Julian & Grube, Inc., for the audit period January 1, 2000

through December 31, 2001. Based upon this review, we have accepted these reports in
lieu of the audit required by Section 117.11, Revised Code. The Auditor of State did not
audit the accompanying financial statements and, accordingly, we are unable to express,

and do not express an opinion on them.
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reflected by the Ohio Constitution, and the Revised Code, policies, procedures and
guidelines of the Auditor of State, regulations and grant requirements. The Village of
Covington is responsible for compliance with these laws and regulations.

JIM PETRO
Auditor of State

June 20, 2002
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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
Village of Covington

1 South High Street

Covington, Ohio 45318

We have audited the accompanying financial statements of the Village of Covington, Miami County, as of
and for the years ended December 31, 2001 and 2000. These financial statements are the responsibility of
the Village of Covington's management. Our responsibility is to express an opinion on these financial
statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
Americaand the standardsapplicabl eto financia audits containedin Government Auditing Standardsissued
by the Comptroller General of the United States. Those standards require that we plan and perform the audit
to obtain reasonabl e assurance about whether the financial statements arefree of material misstatement. An
audit includes examining, on atest basis, evidence supporting the amounts and disclosures in the financial
statements. An audit al so includes assessing the accounting principles used and significant estimates made
by management, aswell as evaluating the overall financial statement presentation. We believethat our audit
provides a reasonable basis for our opinion.

Asdiscussedin Note 2, the Village of Covington preparesitsfinancial statementson the basis of accounting
prescribed or permitted by Auditor of State, which is a comprehensive basis of accounting other than
accounting principles generally accepted in the United States of America.

Inour opinion, thefinancial statementsreferredto above present fairly, inal material respects, thecombined
cash balances and fund balances of the Village of Covington, as of December 31, 2001 and 2000, and its
combined cash recei pts and disbursements, combined budgeted and actual receipts and budgeted and actual
disbursements and encumbrances for the years then ended on the basis of accounting described in Note 2.

In accordance with Government Auditing Standards, we have also issued areport dated April 29, 2002, on
our consideration of the Village of Covington’sinternal control over financial reporting and our tests of its
compliancewith certain provisionsof laws, regulations, contracts, and grants. That report isan integral part
of an audit performed in accordancewith Gover nment Auditing Standards and should beread in conjunction
with this report in considering the results of our audit.

Thisreport isintended solely for the information and use of the officials authorized to receive this report
under Section 117.26, Ohio Revised Code, and is not intended to be and should not be used by anyone other
than these specified parties.

Trimble, Julian & Grube, Inc.
April 29, 2002



VILLAGE OF COVINGTON
MIAMI COUNTY, OHIO

COMBINED STATEMENT OF CASH FUND BALANCES
ALL FUND TYPES -
DECEMBER 31, 2001 AND 2000

Cash and Investments

Cash and cash equivalents
Investments

Total Cash and Investments

Fund Balances

Governmental Fund Types.
General Fund
Specia Revenue Funds
Capital Projects Funds

Total Governmental Fund Types

Proprietary Fund Type:
Enterprise Funds

Fiduciary Fund Type:
Expendable Trust Fund

Total Fund Balances

2001 2000
$ 1,507,873 $ 1,447,668
39,720 38,061
$ 1,547,593 $ 1,485,729
$ 386292 $ 61,916
50,397 69,785
36,162 29,964
472,851 161,665
510,325 459,716
564,417 864,348
$ 1,547,593 $ 1,485,729

The notes to the financial statements are an integral part of this statement.
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COMBINED STATEMENT OF CASH RECEIPTS, CASH DISBURSEMENTS, AND CHANGES IN CASH FUND

VILLAGE OF COVINGTON
MIAMI COUNTY, OHIO

BALANCES - ALL GOVERNMENTAL FUND TYPES AND SIMILAR FIDUCIARY FUND TYPE -

Cash receipts:
Local income taxes
Property and other taxes
Intergovernmental
Special assessments
Charges for services
Fines, licenses, and permits
Interest income
Donations
Refunds
Miscellaneous

Total cash receipts

Cash disbursements:
Current:
Security of persons and property
Leisuretime activities
Community environment
Transportation
General government
Capital outlay
Total cash disbursements

Total cash receipts over/(under)
cash disbursements

Other financing receipts/(disbursements):
Transfers-in
Transfers-out

Total other financing receipts/(disbursements)
Excess of cash receipts and other financing
receipts over/(under) cash disbursements
and other financing disbursements

Cash fund balances, January 1, 2001

Cash fund balances, December 31, 2001

FOR THE YEAR ENDED DECEMBER 31, 2001

Fiduciary
Governmental Fund Types Fund Type

Total
Special Capital Expendable  (Memorandum

Genera Revenue Projects Trust Only)
$ - $ 143,278 $ - $ 573111 $ 716,389
154,529 - - - 154,529
182,002 90,143 37,529 - 309,674
1,539 - - - 1,539
1,171 - - - 1171
16,752 - - - 16,752
9,622 2,878 - - 12,500
25,000 - - - 25,000
14,225 - - - 14,225
7,019 2,715 180 - 9,914
411,859 239,014 37,709 573,111 1,261,693
533,543 - - - 533,543
21,539 - - - 21,539
983 - - - 983
- 222,204 - - 222,204
173,989 - - 21,042 195,031
169,429 76,198 31,511 - 277,138
899,483 298,402 31,511 21,042 1,250,438
(487,624) (59,388) 6,198 552,069 11,255
852,000 40,000 - - 892,000
(40,000) - - (852,000) (892,000)
812,000 40,000 - (852,000) -
324,376 (29,388) 6,198 (299,931) 11,255
61,916 69,785 29,964 864,348 1,026,013
$ 386,292 $ 50,397 $ 36,162 $ 564,417 $ 1,037,268

The notes to the financial statements are an integral part of this statement.
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VILLAGE OF COVINGTON
MIAMI COUNTY, OHIO

COMBINED STATEMENT OF CASH RECEIPTS, CASH DISBURSEMENTS,
AND CHANGES IN CASH FUND BALANCES - PROPRIETARY FUND TY PE -
FOR THE YEAR ENDED DECEMBER 31, 2001

Proprietary
Fund Type
Enterprise
Operating cash receipts:
Charges for services $ 632,257
Miscellaneous 6,089
Total operating cash receipts 638,346
Operating cash disbursements:
Personal services 265,945
Travel transportation 8,798
Contractual services 134,452
Supplies and material 45,040
Capital outlay 54,290
Total operating cash disbursements 508,525
Operating income 129,821
Nonoperating cash receipts:
Interest 5,827
Total nonoperating cash receipts 5,827
Nonoperating cash disbursements:
Debt service:
Principal 54,670
Interest and fiscal charges 30,369
Total nonoperating cash disbursements 85,039
Net receipts over disbursements 50,609
Cash fund balances, January 1, 2001 459,716
Cash fund balances, December 31, 2001 $ 510,325

The notes to the financial statements are an integral part of this statement.
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VILLAGE OF COVINGTON
MIAMI COUNTY, OHIO

COMBINED STATEMENT OF CASH RECEIPTS, CASH DISBURSEMENTS, AND CHANGES IN CASH FUND
BALANCES- ALL GOVERNMENTAL FUND TYPESAND SIMILAR FIDUCIARY FUND TYPE -
FOR THE YEAR ENDED DECEMBER 31, 2000

Fiduciary
Governmental Fund Types Fund Type
Total
Specia Capital Expendable (Memorandum
General Revenue Projects Trust Only)
Cash receipts:
Local income taxes $ - $ 143,642 $ - $ 574,567 $ 718,209
Property and other taxes 160,445 - - - 160,445
Intergovernmental 178,370 91,199 31,403 - 300,972
Special assessments 1,554 - - - 1,554
Charges for services 961 - - - 961
Fines, licenses, and permits 15,224 - - - 15,224
Interest income 6,718 5,736 - - 12,454
Miscellaneous 8,018 1,142 99 - 9,259
Total cash receipts 371,290 241,719 31,502 574,567 1,219,078
Cash disbursements:
Current:
Security of persons and property 448,278 - - - 448,278
Leisure time activities 19,918 - - - 19,918
Transportation - 186,769 - - 186,769
General government 150,516 - - 31,154 181,670
Capital outlay 62,652 65,336 68,087 - 196,075
Total cash disbursements 681,364 252,105 68,087 # 31,154 1,032,710
Total cash receipts over/(under)
cash disbursements (310,074) (10,386) (36,585) 543,413 186,368
Other financing recei pts/(disbursements):
Sale of asset - - 3,455 - 3,455
Transfers-in 377,500 40,000 17,500 - 435,000
Transfers-out (57,500) - - (377,500) (435,000)
Total other financing receipts/(disbursements 320,000 40,000 20,955 (377,500) 3,455
Excess of cash receipts and other financing
receipts over/(under) cash disbursements
and other financing disbursements 9,926 29,614 (15,630) 165,913 189,823
Cash fund balances, January 1, 200C 51,990 40,171 45,594 698,435 836,190
Cash fund balances, December 31, 200C $ 61916 $ 69,785 $ 29,964 $ 864,348 $ 1,026,013

The notes to the financial statements are an integral part of this statement.
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VILLAGE OF COVINGTON
MIAMI COUNTY, OHIO

COMBINED STATEMENT OF CASH RECEIPTS, CASH DISBURSEMENTS,
AND CHANGES IN CASH FUND BALANCES - PROPRIETARY FUND TY PE -
FOR THE YEAR ENDED DECEMBER 31, 2000

Proprietary
Fund Type
Enterprise
Operating cash receipts:
Charges for services $ 623,123
Miscellaneous 9,987
Total operating cash receipts 633,110
Operating cash disbursements:
Personal services 232,533
Travel transportation 7,848
Contractual services 128,257
Supplies and material 34,354
Capital outlay 39,123
Total operating cash disbursements 442,115
Operating income 190,995
Nonoperating cash receipts:
Interest 7,009
Total nonoperating cash receipts 7,009
Nonoperating cash disbursements:
Debt service:
Principal 50,443
Interest and fiscal charges 34,596
Total nonoperating cash disbursements 85,039
Net receipts over disbursements 112,965
Cash fund balances, January 1, 2000 346,751
Cash fund balances, December 31, 2000 $ 459,716

The notes to the financial statements are an integral part of this statement.
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VILLAGE OF COVINGTON
MIAM| COUNTY, OHIO
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2001 AND 2000

NOTE 1- DESCRIPTION OF THE ENTITY
The Village of Covington (the “Village”) isabody politic and corporate established for the
purpose of exercising the rights and privileges conveyed to it by the constitution and laws
of the State of Ohio.
TheVillage operates under acouncil-mayor form of government and providesthefollowing
services. police protection, water, sewer, trash, street maintenance and repair, as well as
other general government services.

Management believes the financial statements included in this report represent all of the
funds of the Village over which the Village officials have direct operating control.

NOTE 2- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
The most significant of the Village's accounting policies are described below.

A. BASIS OF PRESENTATION - FUND ACCOUNTING

The accounts of the Village are maintained on the basis of funds, each of which is
considered a separate accounting entity. The operations of each fund are accounted for
with aseparate set of self-balancing accounts. Thefollowing fund types are used by the
Village.

GOVERNMENTAL FUNDS

Genera Fund

The general fund is used to account for all activities of the Village not required to be
included in another fund. The general fund balance is available to the Village for any
purpose provided it is expended or transferred according to the general laws of Ohio.

Special Revenue Funds

These funds are used to account for the proceeds of specific revenue sources that are
legally restricted to expenditure for specific purposes.



VILLAGE OF COVINGTON
MIAM| COUNTY, OHIO
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2001 AND 2000

NOTE 2- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES- (Continued)
The Village had the following significant Special Revenue Funds:
Street Construction, Maintenance and Repair Fund - Thisfund receives gasolinetax
and motor vehicle tax money for constructing, maintaining, and repairing Village

streets.

Sate Highway Fund - This fund receives gasoline tax and motor vehicle tax money
for constructing, maintaining, and repairing Village state highways.

Capita Projects Fund

Thisfund is used to accumul ate resources for the payment of construction and
improvements to land and building.

Equipment - Thisfund accumulates resourcesfor the payment of capital equipment.

Enterprise Funds

These funds account for operationsthat are similar to private business enterpriseswhere
management intendsthat the significant costs of providing certain goods or serviceswill
be recovered through user charges. The Village had the following significant enterprise
funds:

Water Fund - Thisfund receives chargesfor servicesfrom residentsto cover the cost
of providing this utility.

Sanitary Sewer Fund - Thisfund receiveschargesfor servicesfromresidentsto cover
the cost of providing this utility.

Trash Collection Fund - This fund receives charges for services from residents to
cover the cost of providing this service.

10



VILLAGE OF COVINGTON
MIAM| COUNTY, OHIO
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2001 AND 2000

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

Fiduciary Funds (Trust and Agency Funds)

Trust funds are used to account for resources restricted by legaly binding trust
agreements. If the agreement requiresthe Village to maintain the corpus of thetrust, the
fund is classified as a nonexpendable trust fund. Other trust funds are classified as
expendable. Funds for which the Village is acting in an agency capacity are classified
as agency funds. The Village has an Expendable Trust Fund. The Village had the
following significant fiduciary fund:

Local Income Tax Fund (Expendable Trust) - This fund receives monies from
collections on the Village' s one and one half percent income tax imposed. Funds
collected are used in both general operations of the Village and for capital
expenditures and maintenance and repairs as required.

B. BASIS OF ACCOUNTING

Thesefinancial statementsfollow the basis of accounting prescribed or permitted by the
Auditor of State, which is similar to the cash receipts and disbursements basis of
accounting. Recel ptsarerecognized when receivedin cash rather than when earned, and
disbursements are recognized when paid rather than when a liability is incurred.
Budgetary presentationsreport budgetary expenditureswhenacommitmentismade(i.e.,
when an encumbrance is approved).

These statements include adequate disclosure of material matters, as prescribed or
permitted by the Auditor of State.

C. BUDGETARY PROCESS

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
appropriation resolution, all of which are prepared on the budgetary basis of accounting.
The certificate of estimated resources and the appropriations resolution are subject to
amendment throughout the year with the legal restriction that appropriations cannot
exceed estimated resources, as certified. All funds are legally required to be budgeted
and appropriated. Theprimary level of budgetary control isat theitem level within each
fund. Any budgetary modifications at thislevel may only be made by resolution of the
Village' s Council.

11



VILLAGE OF COVINGTON
MIAM| COUNTY, OHIO
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2001 AND 2000

NOTE 2- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES- (Continued)
Tax 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. The expressed purpose of the
tax budget is to reflect the need for existing (or increased) tax rates.

Estimated Resour ces;

The County Budget Commission determinesif the budget substantiatesaneedtolevy the
full amount of authorized property tax rates and reviews receipt estimates. The County
Budget Commission certifies its actions to the Village by September 1. As part of this
certification, the Village receives the official certificate of estimated resources, which
states the projected receipts of each fund. On or about January 1, the certificate is
amended to include unencumbered fund balances at December 31 of the preceding year.
Further amendments may be made during the year if the Village determinesthat receipts
collected will be greater than or less than the prior estimates, and the Budget
Commission finds the revised estimates to be reasonable. Prior to December 31, the
Village must revise its budget so that the total contemplated expenditures from a fund
during the ensuing fiscal year will not exceed the amount stated in the certificate of
estimated resources. The revised budget then serves as the basis for the annual
appropriation measure.

Appropriations:

A temporary appropriation measure to control cash disbursements may be passed on or
about January 1 of each year for the period January to March 31. An annua
appropriation measure must be passed by April 1 of each year for the period January 1
to December 31. The appropriations measure may be amended or supplemented during
the year as new information becomes available. Appropriations may not exceed
estimated resources. The Village had one supplemental appropriation during the year
ended December 31, 2000 and none in 2001.

12



VILLAGE OF COVINGTON
MIAM| COUNTY, OHIO
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2001 AND 2000

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

Aspart of formal budgetary control, purchase orders, contracts, and other commitments
for the expenditure of funds are recorded in order to reserve the portion of the applicable
appropriation. The Village had outstanding encumbrances at December 31, 2001 and
2000.

At the close of each fiscal year, the unencumbered balance of each appropriation reverts
to the respective fund from which it was appropriated and becomes subject to future
appropriations. The encumbered appropriation balance is carried forward to the
succeeding fiscal year and need not be reappropriated.

D. CASH AND INVESTMENTS

For reporting purposes, the Village considers “ Cash and Cash Equivalents’ to be cash
on hand, demand deposits, and all investments held by the Village with a maturity date
lessthan or equal to three months from the date of purchase. Interest income earned and
received by the Village totaled $18,327and $19,463 for the years ended December 31,
2001 and 2000, respectively.

E. PROPERTY, PLANT, AND EQUIPMENT

Fixed assetsare not capitalized in any of the Village' sfunds. Instead, capital acquisition
and construction costsarereflected asexpendituresin thefund intheyear expended. The
costs of normal maintenance and repairs are also expended, along with improvements.
Depreciation is not recorded.

F. INTERGOVERNMENTAL REVENUES

Intergovernmental revenues, such as entitlements and grants awarded on a non-
reimbursable basis, arerecorded when received in accordance with the Village' smethod
of accounting.

G. UNPAID VACATION AND SICK LEAVE

Employees are entitled to cash payments for unused vacation and sick leave in certain
circumstances such asupon leaving employment. Unpaid vacation and sick leaveare not
reflected as liabilities under the basis of accounting used by the Village.

13



VILLAGE OF COVINGTON
MIAM| COUNTY, OHIO
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2001 AND 2000

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

H. INTERFUND TRANSACTIONS

During the course of normal operations, the Village had transactionsbetween funds. The
most significant include:

Transfers of resources from one fund to another fund. The resources transferred are to
be expended for operations by thereceiving fund and are recorded as operating transfers.

. TOTAL COLUMNS ON FINANCIAL STATEMENTS

Total columns on the financial statements are captioned “Total (Memorandum Only)”
to indicate that they are presented only to facilitate financial analysis. Interfund-type
eliminations have not been made in the aggregation of this data.

NOTE 3- EQUITY IN POOLED CASH AND INVESTMENTS
The Village maintains a cash pool used by all funds. The Ohio Revised Code prescribes

allowable deposits and investments. The carrying amount of cash and cash equivalents at
December 31 were asfollows:

2001 2000
Deposits:
Demand deposits $1,507,873 $1,447,668
Investments:
Certificates of Deposit 39,720 38,061
Total deposits and investments $1,547,593 $1,485,729

Deposits: Deposits are insured by the Federal Deposit Insurance Corporation, or
collateralized by the financial institution’s public entity deposit pool.

Investments: Certificates of Deposit are insured by the Federal Deposit Insurance
Corporation.
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VILLAGE OF COVINGTON
MIAM| COUNTY, OHIO
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2001 AND 2000

NOTE 4 - COMPLIANCE

Thefollowing funds had appropriationsin excess of estimated resources for the year ended
December 31, 2000, in noncompliance with Ohio Revised Code Section 5705.39:

Estimated

Fund Type/Fund Resources Appropriations Excess
2000:
GENERAL FUND $1,073,760 $1,091,710 $17,950
SPECIAL REVENUE FUND

Street Maintenance & Repair 310,363 317,575 7,212
ENTERPRISE FUND

Trash 93,802 95,912 2,110

The following funds had expenditures in excess of appropriations for the years ended
December 31, 2001 and 2000 in noncompliance with Ohio Revised Code Section

5703.41(B):

Fund Type/Fund Appropriations Expenditures EXxcess

2001:

GENERAL FUND
Police Law Enforcement - Travel $ 11,000 $13334 $ 2,334
Fire - Personal Service 18,930 19,383 453
Street Lights - Contractual Services 45,000 47,281 2,281
Parks - Personal Services 14,750 14,955 205
Community Planning - Personal Services 800 984 184
Council - Supplies & Materials 6,700 8,236 1,536
Clerk - Personal Services 32,134 33,443 1,309
Clerk - Contractual Services 800 871 71
Clerk - Supplies & Materials 1,500 1,863 363
Building - Capital Outlay 139,384 168,791 29,407
Board & Commissions - Contractual Services 19,000 45,149 26,149
Other General Government - Capital Outlay 30,696 37,500 6,804

SPECIAL REVENUE FUND
Street Maintenance & Repair Fund

Construction & Repair - Personal Services 179,354 183,601 4,247
Construction & Repair - Travel 3,500 3,862 362
Cleaning & Snow Removal - Supplies & Materials 4,000 5,706 1,706
Signs & Signals - Supplies & Materials 2,200 3,972 1,772
CAPITAL PROJECTS FUND
Equipment 47,716 52,709 4,993
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VILLAGE OF COVINGTON
MIAM| COUNTY, OHIO
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2001 AND 2000

NOTE 4 - COMPLIANCE - (Continued)

Fund Type/Fund Appropriations Expenditures Excess

ENTERPRISE FUNDS

Water Fund
Office - Persona Services $ 85,000 $ 96,435 $11,435
Supply - Contractual Services 2,500 3,012 512
Supply - Supplies & Materials 15,000 15,013 13
Filtration - Supplies & Materials 6,500 6,542 42
Sewer Fund
Office - Personal Services 131,960 148,615 16,655
Office - Supplies & Materias 5,000 5,141 141

EXPENDABLE TRUST FUND
Income Tax Fund

Transfers 700,000 852,000 152,000
2000:
GENERAL FUND
Council - Contractua Services 373 17,040 16,667
Other 26,943 33,340 6,397

SPECIAL REVENUE FUND
Street Construction & Repair Fund

Street Construction - Travel 3,250 3,282 32
Sign & Signals - Supplies & Materials 1,750 1,972 222
ENTERPRISE FUNDS
Water Fund
Office - Capital Outlay 0 1,818 1,818
Billing - Supplies & Materials 750 1,144 394
Automotive Equipment - Travel 1,200 1,277 77
Other Equipment - Contractual Services 500 1,241 741
Sewer Fund
Office - Personal Services 112,460 126,792 14,332
Billing - Supplies & Materials 1,000 1,126 126
Distribution - Supplies & Materials 0 1,238 1,238
Land & Buildings - Contractual Services 14,000 16,136 2,136
Other Equipment - Travel 500 655 155
Other Equipment - Supplies & Materias 7,000 9,468 2,468
Trash Fund
Contractual Services 66,480 66,803 323
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VILLAGE OF COVINGTON
MIAM| COUNTY, OHIO
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2001 AND 2000

NOTE 5- DEBT OBLIGATIONS

At December 31, 2001, debt obligations consisted of the following issuances:

Description

1985 Ohio Water Development Authority loan,
due in semiannual payments of $42,519 through

2006 at arate of 8.38%.

Total debt obligations at December 31, 2001

Balance at

December 31, 2001

$307,731

$307,731

Transactions for the years ended December 31, 2001 and 2000 are summarized as follows:

2001:

OWDA loan - 1985

2000:

OWDA loan - 1985

Balance at
December 31, 2000 Payments

Balance at
December 31, 2001

$362,401 $(54,670)
Balance at

December 31, 2000 Payments

$307,731

Balance at
December 31, 2000

$412,844 $(50,443)

$362,401

The principal and interest requirement to retire the debt obligation outstanding at December

31, 2001, isasfollows:

2002
2003
2004
2005
2006

Total

1985 OWDA Loan
Principal Interest

$ 28,434 $ 14,085

61,634 23,404
66,799 18,239
72,397 12,641
78,467 6,571

$307,731 $74,940
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VILLAGE OF COVINGTON
MIAM| COUNTY, OHIO
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2001 AND 2000

NOTE 6 - PROPERTY TAX

Real property taxesbecomealien on January 1 preceding the October 1 date for which rates
are adopted by the Village. The State Board of Tax Equalization adjusts these rates for
inflation. Property taxesarealso reduced for applicable homestead and rollback deductions.
Homestead and rollback amounts are then paid by the State and are reflected in the
accompanying financial statements as Intergovernmental Receipts. Paymentsare dueto the
County annually. However, if the property owner elects, he/she may make semiannual
payments.

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

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

The County isresponsible for assessing property and for billing, collecting, and distributing
all property taxes on behalf of the Village.

NOTE 7-LOCAL INCOME TAX

Thislocally levied tax of one and one half percent appliesto gross salaries, wages and other
personal service compensation earned by residents both in and out of the Village and to
earnings of nonresidents (except certain transients) earned in the Village. 1t also appliesto
thenetincomeof businessorganizationslocated withintheVillage. Tax receiptsarecredited
to the Village and amounted to $716,389 and $718,209 for 2001 and 2000, respectively.

NOTE 8- RETIREMENT SYSTEMS

The Village' s full-time law enforcement officers belong to the Ohio Police & Fire Pension
Funds (OP&F). Other employees belong to the Public Employees Retirement System
(PERS) of Ohio. OP& F and PERS are cost-sharing, multiple-employer plans. These plans
provideretirement benefits, including post-retirement healthcare, and survivor and disability
benefits to participants as prescribed by the Ohio Revised Code.

Contribution rates are also prescribed by the Ohio Revised Code. For 2001 and 2000,
members of OP& F contributed 10% of their wages to the OP&F. The Village contributed
an amount equal t019.5% of their wages. PERS members contributed 8.5% of their gross
salaries. The Village contributed an amount equal to 13.55% of participants’ gross salaries.
PERS temporarily reduced the employer contribution rate to 8.13%, effective July 1, 2000
through December 31, 2000. As of December 31, 2001, the Village has pad all
contributions required through December 31, 2001.
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VILLAGE OF COVINGTON
MIAMI| COUNTY, OHIO
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2001 AND 2000
NOTE 9- RISK MANAGEMENT
The Village has obtained commercial insurance for the following risks:
- Generd liability and casualty
- Public officia’sliability
- Property (fleet and fire).
The Village a so provides health insurance to full-time empl oyees through a private carrier.
NOTE 10- CONTINGENT LIABILITY
LITIGATION

The Villageis currently not involved in litigation.
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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

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
Village of Covington

1 South High Street

Covington, Ohio 45318

We have audited the financial statements of the Village of Covington, Miami County, Ohio, as of
and for theyearsended December 31, 2001 and 2000, and haveissued our report thereon dated April
29, 2002. We conducted our audit in accordance with auditing standards generally accepted in the
United States of Americaand the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States.

Compliance

As part of obtaining reasonable assurance about whether the Village of Covington's financial
statements are free of material misstatement, we performed tests of its compliance with certain
provisionsof laws, regulations, contracts, and grants, noncompliance with which could have adirect
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 instances of noncompliance that
are required to be reported under Government Auditing Standards which are described in the
accompanying Schedul e of Findingsasitems2001-V OC-001, 2001-V OC-002 and 2001-V OC-004.
Wealso noted certain immaterial instances of noncompliance, that we have reported to management
of the Village of Covington in a separate letter dated April 29, 2002.
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Members of Council and Mayor
Village of Covington

Internal Control Over Financial Reporting

In planning and performing our audit, weconsidered theVillageof Covington’ sinternal control over
financial reporting in order to determine our auditing procedures for the purpose of expressing our
opiniononthefinancia statementsand not to provideassurance ontheinternal control over financial
reporting. However, we noted certain mattersinvolving theinternal control over financia reporting
anditsoperation that we consider to bereportableconditions. Reportable conditionsinvol ve matters
coming to our attention relating to significant deficienciesin the design or operation of theinternal
control over financial reporting that, in our judgement, could adversely affect the Village' s ability
to record, process, summarize, and report financial data consistent with the assertions of
management in thefinancial statements. Thereportable condition isdescribed inthe accompanying
Schedule of Findings as item 2001-VOC-003.

A material weaknessis a condition in which the design or operation of one or more of the internal
control components does not reduce to arelatively low level therisk that misstatements in amounts
that would be materia in relation to the financia statements being audited may occur and not be
detected within a timely period by employees in the normal course of performing their assigned
functions. Our consideration of the internal control over financial reporting would not necessarily
disclose al matters in the internal control that might be reportable conditions and, accordingly,
would not necessarily disclose al reportable conditions that are also considered to be material
weaknesses. However, we believe the reportable condition described above is not a material
weakness. We also noted other mattersinvolving the internal control over financial reporting that
do not require inclusion in this report that we have reported to the management of the Villagein a
separate letter dated April 29, 2002.

Thisreport isintended for the information of the Village Council and management of the Village

of Covington and is not intended to be and should not be used by anyone other than these specified
parties.

Trimble, Julian & Grube, Inc.
April 29, 2002
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VILLAGE OF COVINGTON
MIAM| COUNTY, OHIO
DECEMBER 31, 2001 AND 2000

SCHEDULE OF FINDINGS

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

Finding Number 2001-vVOC-001

Ohio Revised Code Section 5705.39 in part requires that the total appropriation from each fund
should not exceed total estimated resources.

It was noted during the audit that the total appropriations exceeded the estimated resources for the
following funds at December 31, 2000:

Estimated

Fund Type/Fund Resources Appropriations Excess
2000:
GENERAL FUND $1,073,760 $1,091,710 $17,950
SPECIAL REVENUE FUND

Street Maintenance & Repair 310,363 317,575 7,212
ENTERPRISE FUND

Trash 93,802 95,912 2,110

When appropriations exceed estimated resources, the Village may spend monies not lawfully
appropriated for the purposes and thus could cause afund deficit.

We recommend that the Village comply with the Ohio Revised Code and Auditor of State Bulletin

97-010 by monitoring appropriationsthroughout thefiscal year and amending appropriationsand/or
estimated resources as necessary.
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VILLAGE OF COVINGTON
MIAM| COUNTY, OHIO
DECEMBER 31, 2001 AND 2000

SCHEDULE OF FINDINGS

1. FINDINGSRELATED TO THE FINANCIAL STATEMENTS
REQUIRED TO BE REPORTED IN ACCORDANCE WITH GAGAS - (Continued)

Finding Number

2001-VOC-002

Ohio Revised Code Section 5705.41(B) requires in part that no subdivision is to expend monies

unlessit has been appropriated.

It was noted during the audit that the Village had expendituresin excessof appropriationsasfollows:

Fund Type/Fund
2001:
GENERAL FUND
Police Law Enforcement - Travel
Fire - Personal Service
Street Lights - Contractual Services
Parks - Personal Services
Community Planning - Personal Services
Council - Supplies & Materials
Clerk - Persona Services
Clerk - Contractual Services
Clerk - Supplies & Materials
Building - Capital Outlay
Board & Commissions - Contractual Services
Other General Government - Capital Outlay

SPECIAL REVENUE FUND
Street Maintenance & Repair Fund
Construction & Repair - Personal Services
Construction & Repair - Travel
Cleaning & Snow Removal - Supplies & Materials
Signs & Signals - Supplies & Materials

CAPITAL PROJECTS FUND
Equipment

ENTERPRISE FUNDS
Water Fund
Office - Personal Services
Supply - Contractual Services
Supply - Supplies & Materials
Filtration - Supplies & Materials

Appropriations Expenditures Excess
$ 11,000 $ 13,334 $ 2334
18,930 19,383 453
45,000 47,281 2,281
14,750 14,955 205
800 984 184
6,700 8,236 1,536
32,134 33,443 1,309
800 871 71
1,500 1,863 363
139,384 168,791 29,407
19,000 45,149 26,149
30,696 37,500 6,804
179,354 183,601 4,247
3,500 3,862 362
4,000 5,706 1,706
2,200 3,972 1,772
47,716 52,709 4,993
85,000 96,435 11,435
2,500 3,012 512
15,000 15,013 13
6,500 6,542 42
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VILLAGE OF COVINGTON
MIAM| COUNTY, OHIO
DECEMBER 31, 2001 AND 2000

SCHEDULE OF FINDINGS

1. FINDINGSRELATED TO THE FINANCIAL STATEMENTS
REQUIRED TO BE REPORTED IN ACCORDANCE WITH GAGAS - (Continued)

Finding Number 2001-VOC-002 - (Continued)
Fund Type/Fund Appropriations Expenditures Excess
Sewer Fund
Office - Persona Services $131,960 $148,615 $ 16,655
Office - Supplies & Materias 5,000 5,141 141

EXPENDABLE TRUST FUND
Income Tax Fund

Transfers 700,000 852,000 152,000
2000:
GENERAL FUND
Council - Contractua Services 373 17,040 16,667
Other 26,943 33,340 6,397

SPECIAL REVENUE FUND
Street Construction & Repair Fund

Street Construction - Travel 3,250 3,282 32
Sign & Signals - Supplies & Materials 1,750 1,972 222
ENTERPRISE FUNDS
Water Fund
Office - Capital Outlay 0 1,818 1,818
Billing - Supplies & Materials 750 1,144 394
Automotive Equipment - Travel 1,200 1,277 77
Other Equipment - Contractual Services 500 1,241 741
Sewer Fund
Office - Personal Services 112,460 126,792 14,332
Billing - Supplies & Materials 1,000 1,126 126
Distribution - Supplies & Materials 0 1,238 1,238
Land & Buildings - Contractual Services 14,000 16,136 2,136
Other Equipment - Travel 500 655 155
Other Equipment - Supplies & Materias 7,000 9,468 2,468
Trash Fund
Contractual Services 66,480 66,803 323

With expenditures exceeding appropriations, the Village is unlawfully expending moniesthat have
not been approved.
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VILLAGE OF COVINGTON
MIAM| COUNTY, OHIO
DECEMBER 31, 2001 AND 2000

SCHEDULE OF FINDINGS

1. FINDINGSRELATED TO THE FINANCIAL STATEMENTS
REQUIRED TO BE REPORTED IN ACCORDANCE WITH GAGAS - (Continued)

Finding Number 2001-VOC-002 - (Continued)

We recommend that the Village comply with the Ohio Revised Code and Auditor of State Bulletin
97-010 by monitoring expenditures so they do not exceed lawful appropriations. This may be
achieved by monitoring the budget more closely on a continual basis and making appropriation
amendments as necessary.

Finding Number 2001-vVOC-003

Computerize Accounting System - Currently, the fund journal, receipts ledger, payroll ledger, and
appropriation/disbursement ledger are all computed manually. There are many transactions which
arerecorded onceinthefund journal and again in the respectiveledgerswhich providesfor agreater
chance of error. Itisalso very inefficient to record information twice. It was noted during the audit
that numerous errors were made in posting receipts and expenditures between the journal and the
ledgers. These errors misstate revenue and expenditures and prevent the Council from making
informed financial decisions.

We recommend that an accounting software program be implemented to provide for more efficient
and effective financial reporting. A software program would require only one initial entry of data.

Finding Number 2001-VOC-004

Ohio Revised Code Section 5705.41 (D) requires that no orders or contracts involving the
expenditure of moniesareto be made unlessthereisacertificate of thefiscal 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 74% of the transactionstested for the Village' s expenditureswere
not certified in atimely manner.

Without timely certification, the Village may expend more funds than availablein thetreasury or in
the process of collection, or than funds appropriated.
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VILLAGE OF COVINGTON
MIAM| COUNTY, OHIO

DECEMBER 31,

2001 AND 2000

SCHEDULE OF FINDINGS

1. FINDINGSRELATED TO THE FINANCIAL STATEMENTS
REQUIRED TO BE REPORTED IN ACCORDANCE WITH GAGAS - (Continued)

Finding Number

2001-VOC-004 - (Continued)

We recommend that all orders or contracts involving the expenditure of money be timely certified
to insure al monies expended are lawfully appropriated and available in the treasury or in the
process of collection. The Village should consider using “Then” and “Now” certificates where

applicable.

26




VILLAGE OF COVINGTON
MIAM| COUNTY, OHIO
DECEMBER 31, 2001 AND 2000

STATUSOF PRIOR AUDIT FINDINGS

Finding Finding Fully Not Corrected, Partially Corrected,;
Number Summary Corrected? | Significantly Different Corrective
Action Taken; or Finding No L onger
Valid; Explain:

1999-001 Ohio Revised Code | No The Village is attempting to review and
Section 5705.41(B) adopt supplemental appropriations

accordingly on aquarterly basis.
1999-002 Computerize No The Village is currently investigating

Accounting System

obtaining computer software programs.
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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

VILLAGE OF COVINGTON

MIAMI 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 5, 2002
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