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Richards

INDEPENDENT AUDITOR’S REPORT

Board of Trustees
Liberty Community Infrastructure Financing Authority

We have audited the accompanying basic financial statements of the Liberty Community Infrastructure
Financing Authority, Delaware County, Ohio (the Authority), as of and for the years ended December 31,
2007 and December 31, 2006, which collectively comprise the Authority’s basic financial statements as
listed in the table of contents. These financial statements are the responsibility of the Authority’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
America and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the financial statements are free of
material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts
and disclosures in the financial statements. An audit also includes assessing the accounting principles
used and significant estimates made by management, as well as evaluating the overall financial
statement presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the basic financial statements referred to above present fairly, in all material respects, the
financial position of the Liberty Community Infrastructure Financing Authority, Delaware County, Ohio, as
of December 31, 2007 and December 31, 2006, and the respective changes in financial position and cash
flows for the years then ended in conformity with accounting principles generally accepted in the United
States of America.

In accordance with Government Auditing Standards, we have also issued our report dated August 18,
2008 on our consideration of the Authority’s internal control over financial reporting and our tests of its
compliance with certain provisions of laws, regulations, contracts and grant agreements and other
matters. The purpose of that report is to describe the scope of our testing of internal control over financial
reporting and compliance and the results of that testing and not to provide an opinion on the internal
control over financial reporting or on compliance. That report is an integral part of an audit performed in
accordance with Government Auditing Standards and should be read in conjunction with this report in
considering the results of our audit.

Management’s Discussion and Analysis is not a required part of the basic financial statements but is
supplementary information the Governmental Accounting Standards Board requires. We have applied
certain limited procedures, consisting principally of inquiries of management regarding the methods of
measuring and presenting the required supplementary information. However, we did not audit the
information and express no opinion on it.

K@mﬁ%(%%ﬁ%ﬁEMhALLLG~

Kennedy Cottrell Richards
August 18, 2008

Accountants & Consultants for Business & Government




LIBERTY COMMUNITY INFRASTRUCTURE FINANCING AUTHORITY
DELAWARE COUNTY

MANAGEMENT'S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEARS ENDED DECEMBER 31, 2007 and 2006
(UNAUDITED)

The management's discussion and analysis of the Liberty Community Infrastructure Financing Authority,
Delaware, Ohio, (the Authority), financial performance provides an overall review of the Authority's
financial activities for the fiscal years ended December 31, 2007 and 2006. The intent of this discussion
and analysis is to look at the Authority's financial performance as a whole; readers should also review the
notes to the basic financial statements and financial statements to enhance their understanding of the
Authority's financial performance.

Financial Highlights

1. The Authority encourages the orderly development of a well-planned, diversified community
of approximately 1,579 acres in Delaware County, including the City of Powell.

2. In 2006, the Authority donated infrastructure construction and improvements totaling
approximately $5,414,195 to Delaware County.

3. Net assets at December 31, 2007 totaled a negative $32,177,150. Net assets at December
31, 2006 had a negative net asset balance of $32,135,959. The negative net asset balance is
caused by the costs incurred for capital assets acquired and improved, which were donated
upon completion or acquisition.

4. The Authority’s debt increased in fiscal year 2006 by $5,592,351 and increased in 2007 by
$273,965, including capitalized interest. The Authority incurred debt of $10,489,955 and a
intergovernmental payable of $16,690,949, prior to January 1, 2006. Both the Authority’s
debt and intergovernmental payable will be paid through the collection of community
development charges imposed on the residences benefiting from the capital asset.

Overview of the Financial Statements

This annual report consists of a series of financial statements and notes to those statements. These
statements are organized so the reader can understand the Authority's financial activities and financial
position. The Statement of Net Assets and Statement of Revenues, Expenses, and Changes in Net
Assets provide information about the activities of the Authority, including all short-term and long-term
financial resources and obligations. Enterprise accounting uses a flow of economic resources
measurement focus. With this measurement focus, all assets and all liabilities are included in the
Statement of Net Assets. The Statement of Net Assets represents the financial position of the Authority.
The Statement of Revenues, Expenses, and Changes in Net Assets presents increases (e.g., revenues)
and decreases (e.g., expenses) in net total assets. The Statement of Cash Flows reflects how the
Authority finances and meets its cash flow needs. Finally, the notes to the basic financial statements
provide additional information that is essential to a full understanding of the data provided on the basic
financial statements.



LIBERTY COMMUNITY INFRASTRUCTURE FINANCING AUTHORITY
DELAWARE COUNTY

MANAGEMENT'S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEARS ENDED DECEMBER 31, 2007 and 2006
(UNAUDITED)
(Continued)

Statement of Net Assets, Statement of Revenues, Expenses, and Changes in Net Assets and the
Statement of Cash Flows

These financials look at all financial transactions and asks the question, How did we do financially? The
Statement of Net Assets and the Statement of Revenues, Expenses, and Changes in Net Assets answer
this question. These statements include all assets, liabilities, revenues, and expenses using the accrual
basis of accounting, similar to the accounting used by most private-sector companies. The basis of
accounting takes into account all of the current year's revenues and expenses regardless of when cash is
received or paid.

These two statements report the Authority's net assets and changes in those assets. This change in net
assets is important because it tells the reader that, for the Authority as a whole, the financial position of
the Authority has improved or diminished. The causes of this change may be the result of many factors,
some financial, some not. These statements can be found on pages 6 and 7 of this report.

The Statement of Cash Flows provides information about how the Authority finances and meets the cash
flow needs of its operations. The Statement of Cash Flows can be found on page 8 of this report.

The basic financial statements also include notes that explain some of the information in the financial
statements and provide more detailed data.

Financial Analysis

Table 1 provides a summary of Authority's net assets for fiscal years 2007, 2006, and 2005.

Table 1
Net Assets
2007 2006 2005
Restated

Assets:
Current Assets $ 1,142,770 $ 1,008,420 $ 929,789
Capital Assets 0 0 0
Total Assets 1,142,770 1,008,420 929,789
Liabilities:
Current Liabilities 272,700 371,124 248,033
Long Term Liabilities 33,047,220 32,773,255 27,180,904
Total Liabilities 33,319,920 33,144,379 27,428,937
Net Assets:
Investment in Capital Assets net debt (33,047,220) (32,773,255) (27,180,904)
Unrestricted 870,070 637,296 681,756
Total Net Assets $(32,177,150) $(32,135,959) $(26,499,148)



LIBERTY COMMUNITY INFRASTRUCTURE FINANCING AUTHORITY
DELAWARE COUNTY

MANAGEMENT'S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEARS ENDED DECEMBER 31, 2007 and 2006
(UNAUDITED)
(Continued)

Net Assets: Net assets represent the difference between assets and liabilities. The Authority had net
assets of negative $26,499,148 in 2005, negative $32,135,959 in 2006, and negative $32,177,150 in
2007. Net Assets included Investment in Capital Assets, net of related debt.

Table 2 reflects the changes in net assets for fiscal years 2007, 2006, and 2005.

Table 2
Change in Net Assets
2007 2006 2005
Restated

Operating Revenue $1,707,912 $1,423,711 $990,956
Operating Expenses (159,315) (113,170) (57,235)
Non-Operating Revenues/Expenses

Tap Fees - 11,800 212,400
Earnings on Investments 12,620 15,048 13,534
Interest Expense (809,655) (746,075) (498,048)
City of Powell Interest and Finance Costs (792,753) (813,930) (684,957)
Income/(Loss) Before Contributions (41,191) (222,616) (23,350)
Capital Contributions - (5,414,195) (2,628,805)
Total Decrease in Net Assets $(41,191) $(5,636,811) $(2,652,155)

Change in Net Assets: The Authority had a decrease in net assets for the three years presented. The
decreases are due to the fact that the Authority was created for the purpose of financing the cost of
community facilities, which upon completion or acquisition, are donated to appropriate local governments.
The decrease in net assets is not an indicator of deteriorating financial position. Instead, the capital
contributions cause the decrease in net assets, which reflects that as assets are completed and
approved, they are donated to appropriate local governments.

Revenue from Community Development Charges paid by each owner of a chargeable parcel will be used
to pay off the debt incurred to acquire the asset. The Community Development Charge is calculated on
thirty-five percent of the assessed value of chargeable property, which includes buildings, structures, and
improvements. The amount of revenue will increase in years when available parcels are sold and
improvements are made, thus increasing the total assessed value of chargeable property.

Budgeting

The Authority is not required to follow the budgetary provisions set forth in Ohio Revised Code Chapter
5705.



LIBERTY COMMUNITY INFRASTRUCTURE FINANCING AUTHORITY
DELAWARE COUNTY

MANAGEMENT'S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEARS ENDED DECEMBER 31, 2007 and 2006
(UNAUDITED)
(Continued)

Capital Assets

The Authority’s capital assets consist of community infrastructure facilities in the form of roads, water
lines, and sewer lines. These assets are not capitalized or depreciated because upon completion or
acquisition, and upon approval by the receiving local government, these assets are donated and are
recognized as contributed capital on the financial statements of the Authority. The Authority donated
infrastructure assets totaling $2,628,805 during fiscal years 2005 and $5,414,195 in fiscal year 2006.

Debt

The Authority issued Community Facilities Adjustable Rate Notes to finance the purchase or acquisition
of community infrastructure facilities. The debt service will be paid annually by the revenue received from
the Community Development Charges. Note interest that accrues in any year in excess of the cash
available from Community Development Charges will be added to the note’s principal balance. Through
December 31, 2007 and 2006, accrued interest added to the original note balance was $444,638 and
$170,976, respectively.

Contacting Authority's Financial Management

This financial report is designed to provide citizens, taxpayers, investors, and creditors with a general
overview of the Authority's finances and to reflect the Authority's accountability for the monies it receives.
Questions concerning any of the information in this report or requests for additional information should be
directed to John Parms, Treasurer, Liberty Community Infrastructure Financing Authority, 585 South Front
Street, Suite 220, Columbus, Ohio 43215, (614) 224-3078



LIBERTY COMMUNITY INFRASTRUCTURE FINANCING AUTHORITY

DELAWARE COUNTY

STATEMENTS OF NET ASSETS
AS OF DECEMBER 31, 2007 AND 2006

CURRENT ASSETS

Cash and cash equivalents

Accounts receivable

Community development charge receivable

Total Assets

CURRENT LIABILITIES

Accounts payable

Accrued interest payable
Total Current Liabilities

LONG-TERM LIABILITIES

Intergovernmental debt

Community facilities bond payable
Total Long-Term Liabilities

Total Liabilities
NET ASSETS
Investment in capital assets, net of related debt

Unrestricted net assets

Total Net Assets

2007 2006
$ 76304 $ 50,738
109,150 144,550
957,316 813,132
1,142,770 1,008,420
24,020 35,649
248,680 335,475
272,700 371,124
16,657,582 16,657,279
16,389,638 16,115,976
33,047,220 32,773,255
33,319,920 33,144,379
(33,047,220) (32,773,255)
870,070 637,296

$ (32,177,150)

$ (32,135,959)

See Accompanying Notes to the Financial Statements.
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LIBERTY COMMUNITY INFRASTRUCTURE FINANCING AUTHORITY

DELAWARE COUNTY

STATEMENTS OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS

FOR THE YEARS ENDED DECEMBER 31, 2007 AND 2006

OPERATING REVENUES

Community development charges
Total Operating Revenues

OPERATING EXPENSES

Legal fees
Treasurer expenses
Auditing fees
Financial management services
Insurance
Office supplies expense
Board meeting expense
Other expenses
Total Operating Expenses

OPERATING INCOME
NON-OPERATING REVENUES (EXPENSES)

Tap fee revenues

Interest and dividend revenues

Interest expense - Developer Bonds

Interest and Finance Costs - City of Powell
Total Non-Operating Revenues (Expenses)

Income Before Contributions

Capital contributions

Change in Net Assets

Net Assets, Beginning of Year - Restated For 2006

Net Assets, End of Year

2007 2006
$ 1,707,912 $ 1,423,711
1,707,912 1,423,711
22,610 21,102
45,502 62,275
9,506 14,016
72,000 12,000
2,825 3,100
972 151
1,250 364
4,650 162
159,315 113,170
1,548,597 1,310,541
- 11,800
12,620 15,048
(809,655) (746,075)
(792,753) (813,930)
(1,589,788) (1,533,157)
(41,191) (222,616)
- (5,414,195)
(41,191) (5,636,811)

(32,135,959)

(26,499,148)

$ (32,177,150)

$ (32,135,959)

See Accompanying Notes to the Financial Statements.
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LIBERTY COMMUNITY INFRASTRUCTURE FINANCING AUTHORITY
DELAWARE COUNTY

STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2007 AND 2006

2007 2006

CASH FLOWS FROM OPERATING ACTIVITIES

Cash received from Community Development Charges $ 1,563,728 $ 1,213,099

Cash payments for legal fees (21,714) (16,748)

Cash payment for treasurer expenses (58,277) (49,234)

Cash payment for auditing fees (9,506) (14,016)

Cash payments for financial management services (72,000) -

Cash payments for insurance (2,825) (3,100)

Cash payment for other expenses (6,622) (1,027)
Net Cash Provided by Operating Activities 1,392,784 1,128,974
CASH FLOWS FROM INVESTING ACTIVITIES

Interest and dividends 12,620 15,048
Net Cash Provided by Investing Activities 12,620 15,048
CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACT.

Tap fees received 35,400 11,800

Reimbursement of bondholder overpayment - 114,435

Interest paid on bonds (622,787) (440,203)

Payments to City of Powell for interest, finance costs, and principal (792,451) (847,600)
Net Cash Used in Capital and Related Financing Activities (1,379,838) (1,161,568)
Net Increase (Decrease) in Cash 25,566 (17,546)
Cash and Equivalents, Beginning of Year 50,738 68,284
Cash and Equivalents, End of Year $ 76,304 $ 50,738
RECONCILIATION OF NET OPERATING INCOME TO
NET CASH PROVIDED BY OPERATING ACTIVITIES

Operating income $ 1,548,597 $ 1,310,541
Adjustments of Operating Income to Net Cash Provided by

Operating Activities:

Increase in development charge receivable (144,184) (210,612)

(Decrease)/Increase in payables (11,629) 29,045
Net Cash Provided by Operating Activities $ 1,392,784 $ 1,128,974

Non-Cash Capital Transactions

In fiscal year 2006, the Authority acquired infrastructure assets in the amount of $5,414,195 from developers
in exchange for notes. These infrastructure assets were subsequently donated to Delaware County.
In fiscal year 2006 and 2007, the Authority incurred financing costs on general obligation bonds held by the

City of Powell. These costs were added to the Authority's Intergovernmental Payable balance.

See Accompanying Notes to the Financial Statements.
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LIBERTY COMMUNITY INFRASTRUCTURE FINANCING AUTHORITY
DELAWARE COUNTY

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2007 AND 2006

NOTE 1 - REPORTING ENTITY

The Liberty Community Infrastructure Financing Authority, Delaware County, Ohio (the Authority) is a
“community authority” created pursuant to Chapter 349 of the Ohio Revised Code (the Act). On August
1, 2000, Triangle Real Estate (the Developer) filed a petition (the Petition) for creation of the Authority
with the Board of County Commissioners of Delaware County, Ohio. The Petition, which may be subject
to amendment or change, allows the Authority to finance the costs of publicly owned and operated
community facilities with assessed Community Development Charges. In accordance with the Act, the
Petition was accepted by the County Commissioners’ Resolution No. 00-748 and approved September 11,
2000. By its Resolution, the County Commissioners determined that the new community district would
be conducive to the public health, safety, convenience and welfare, and that it was intended to result in
the development of a new community as described in the Act. The Authority thereby organized as a body
corporate and politic in the State. On November 18, 2002, the County Commissioners, by their resolution
amended the Petition to add certain territory to the area comprising the Authority.

On December 17, 2003, the Authority, the City of Powell and the Developer agreed, by a First
Amendment to the Pre-Annexation Agreement, to adding land to the District. This application was filed
with the Delaware County Commissioners on March 29, 2004. The properties were added on April 29,
2004.

The Authority is governed by a seven member Board of Trustees. The Delaware County Board of County
Commissioners, a related organization appoints four of the Trustees, three (3) of whom are citizen
members, to represent the interests of present and future residents of the community district, and one (1)
of whom is a representative of local government. The remaining three (3) Trustees are appointed by the
Developer. All Trustees are empowered to vote on all matters within the authority of the board of
trustees, and no vote by a member appointed by the developer shall be construed to give rise to civil or
criminal liability for conflict of interest on the part of public officials.

At December 31, 2007, the Authority is comprised of approximately 1,579 acres of land located in
Southern Delaware County, Ohio. In accordance with the Act and the Petition, the Authority can levy a
community development charge up to 10.25 mills on the assessed value of the land and improvements
within the District. The need and amount of the charge is determined annually by the Board of Trustees
of the Authority.

The Authority’s management believes these financial statements present all activities for which the
Authority is financially accountable.

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The significant accounting policies followed in the preparation of these financial statements are
summarized below. These policies conform to generally accepted accounting principles (GAAP) for local
governmental units as prescribed in the statements issued by the Governmental Accounting Standards
Board (GASB) and other recognized authoritative sources. The Authority also applies Financial
Accounting Standards Board (FASB) Statements and Interpretations issued on or before November 30,
1989, to its proprietary activities provided they do not conflict with or contradict GASB pronouncements.



LIBERTY COMMUNITY INFRASTRUCTURE FINANCING AUTHORITY
DELAWARE COUNTY

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2007 AND 2006

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
A. Basis of Presentation

The Authority’s financial statements have been prepared in accordance with accounting principles
generally accepted in the United States of America as prescribed by the Governmental Accounting
Standards Board (GASB), including Statement No. 34, Basic Financial Statements — and Management’s
Discussion and Analysis — for State and Local Governments. The Authority’s basic financial statements
consist of a statement of net assets; a statement of revenues, expenses, and changes in net assets; and a
statement of cash flows. The Authority uses enterprise fund accounting to maintain its financial records
during the fiscal year. Enterprise fund accounting focuses on the determination of operating income,
changes in net assets, financial position, and cash flows.

B. Measurement Focus and Basis of Accounting

The Authority’s financial activity is accounted for using a flow of economic resources measurement
focus. With this measurement focus, all assets and all liabilities associated with the operation of the
Authority are included on the Statement of Net Assets. The Statement of Revenues, Expenses and
Changes in Net Assets presents increases (e.g., revenues) and decreases (e.g., expenses) in total net assets.
The Statement of Cash Flows reflects how the Authority finances and meets its cash flow needs.

Net Assets are segregated into Invested in Capital Assets, Net of Related Debt, and Unrestricted
components. Operating statements present increases (e.g. revenues) and decreases (e.g. expenses) in net
assets.

Basis of accounting refers to when revenues and expenses are recognized in the accounts and reported in
the financial statements and measurement focus relates to the timing of the measurements made.

The Authority uses the accrual basis of accounting and the flow of economic resources measurement
focus for reporting purposes. Revenues are recognized when they are earned, and expenses are
recognized when they are incurred.

C. Cash and Investments

Cash received by the Authority is deposited with a financial institution or invested. Deposits and
investments having an original maturity of three months or less at the time they are purchased are
presented in the financial statements as Cash and Cash Equivalents. Investments with an initial maturity
of more than three months are reported as Investments. Investments were limited to money market funds
held by A I M Management Group Inc. (AIM Funds). Investments held at AIM Funds are valued at
AIM’s reported share price.

D. Capital Assets
All capital assets are capitalized at cost and updated for additions and reductions during the year.
Donated capital assets are recorded at their fair market value on the date donated. The Authority does not

maintain a capitalization threshold as all infrastructure assets are capitalized. The Authority does not
depreciate capital assets as all assets are donated upon completion or acquisition.
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LIBERTY COMMUNITY INFRASTRUCTURE FINANCING AUTHORITY
DELAWARE COUNTY

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2007 AND 2006

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
E. Net Assets

Net assets represent the difference between assets and liabilities. Net assets invested in capital assets, net
of related debt consists of construction in progress and developer prepayments, reduced by the
outstanding balance of any borrowing used for the acquisition, construction, or improvement of those
assets. Net assets are reported as restricted when there are limitations imposed on their use either through
enabling legislation adopted by the Authority or through external restrictions imposed by creditors,
grantors, or laws or regulations of other governments. The Authority first applies restricted resources
when an expense is incurred for which both restricted and unrestricted net assets are available. The
Authority had no restricted net assets at fiscal years end 2007 and 2006.

F. Operating Revenues and Expenses

Operating revenues are those revenues that are generated directly from the primary activity of the
Authority. For the Authority, these revenues are community development charges. Operating expenses
are the necessary costs incurred to provide the service that is the primary activity of the Authority. All
revenues and expenses not meeting this definition are reported as non-operating.

G. Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting principles
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.

H. Non-Cash Capital Transactions

In fiscal year 2006, the Authority acquired infrastructure improvements in the amount of $5,414,195 from
developers in exchange for Developer Notes. These improvements were donated to Delaware County in
fiscal year 2006.

NOTE 3 - NET ASSET DEFICIT

At December 31, 2007 and 2006, the Authority has a net asset deficit of net assets of $32,177,150 and
$32,135,959, respectively. This deficit is the result of how the Authority is structured and its basic
operations. The Authority was established to finance the costs of publicly owned and operated
community facilities. The Authority incurred the costs of acquiring, constructing, or improving
community facilities. The titles to these assets have been transferred to other local governments with the
related costs recorded as a capital contribution expense to the receiving entity. This deficit will be
reduced and eliminated as outstanding debt is paid with, primarily, future community development
charges.
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LIBERTY COMMUNITY INFRASTRUCTURE FINANCING AUTHORITY
DELAWARE COUNTY

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2007 AND 2006

NOTE 4 - DEPOSITS AND INVESTMENTS
State statutes classify monies held by the Authority into three categories.

Active deposits are public deposits necessary to meet current demands on the treasury. Such monies must
be maintained either as cash in the Authority Treasury, in commercial accounts payable or withdraw able
on demand, including negotiable order of withdrawal (NOW) accounts, or in money market deposit
accounts.

Inactive deposits are public deposits that the Board of Trustee has identified as not required for use within
the current five-year period of designation of depositories. Inactive deposits must either 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, pass book accounts.

Interim deposits are deposits of interim monies. Interim monies are those monies that are not needed for
immediate use but which will be needed before the end of the current period of designation of
depositories. Interim deposits must be evidenced by time certificates of deposit maturing not more than
one year from the date of deposit or by savings or deposit accounts including pass book accounts.

State statutes 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 principal and interest by the United States.

2. 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.

3. 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.

4. Bonds and other obligations of the State of Ohio.

5. No-load money market mutual funds consisting exclusively of obligations described in division
(1) or (2) of this section and repurchase agreement secured by such obligation, provided that
investments in securities described in this division are made only through eligible instructions.

6. The State Treasurer’s investment pool (STAR Ohio).
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LIBERTY COMMUNITY INFRASTRUCTURE FINANCING AUTHORITY
DELAWARE COUNTY

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2007 AND 2006

NOTE 4 — DEPOSITS AND INVESTMENTS (Continued)

The Authority 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, as to which there is no default of principal, interest or coupons; and

3. Obligations of the Authority

Investments in stripped principal or interest obligations, reverse purchase 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 investment must mature within five years from the date of purchase unless
matched to a specific obligation or debt of the Authority, 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 of the Treasurer or, if the
securities are not represented by a certificate, upon receipt of confirmation of the transfer from the
custodian.

Deposits

Custodial Credit Risk — Deposits. In the case of deposits, this is the risk that, in the event of a bank
failure, the District’s deposits may not be returned. The carrying amount of the Authority’s deposits at
December 31, 2007 and 2006 was $ 931 and $15,485, respectively, and the bank balance was $931 and
$15,660, respectively. In each year, the Authority’s entire bank balance was covered by Federal Deposit
Insurance.

Investments

The Authority’s only investments were money market funds. The fair value of the Authority’s money
market funds at December 31, 2007 and 2006, were $75,373 and $35,253, respectively, and the carrying
amounts were the same. These amount are considered cash equivalents and are reflected as cash on the
statements of net assets

Interest Rate Risk. Interest rate risk is the risk that an interest rate change could adversely affect an
investment’s fair value. The Authority does not have a policy to limit its exposure to interest rate risk,
however, the Authority’s investments in money market funds are withdraw able on demand.

Credit Risk. Credit risk is the risk that an issuer or counterparty to an investment will be unable to fulfill

its obligations. The Authority does not have a policy to limit its exposure to credit risk. The Authority’s
money market funds were unrated.
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LIBERTY COMMUNITY INFRASTRUCTURE FINANCING AUTHORITY
DELAWARE COUNTY

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2007 AND 2006

NOTE 5- COMMUNITY DEVELOPMENT CHARGE

The Authority can levy an annual community development charge up to 10.25 mills on the assessed value
of all property within the developed property. The charge is currently levied at 10.25 mills. Charge
revenue recognized represents the amount levied on April 1 and October 1 of the current year.

Charge assessments are levied October 1 on the assessed values as of September 30 (the lien date), and on
April 1 for the assessed values as of March 31 (the lien date). The assessed value is established by state
law at 35% of the current market value, the sales price, or the permit value, which ever is the highest.
Market values are determined by the Authority based on the County Auditor’s appraisal, lot values, or a
calculated cost for occupied homes that have not yet been appraised by the County Auditor. The permit
values are supplied on a monthly basis from the City of Powell or the Delaware County Building
Department.

The Pre-annexation agreement with the City of Powell permits the Authority to retain a sufficient amount
of the development charge to cover the interest expense on the Community Facilities Developer Bonds,
Series 2002. The remaining balance is paid to the City of Powell.

The assessed value of real property upon which the October, 2007 and 2006 community development
charges were based was $169,285,657 and $152,857,447, respectively.

NOTE 6 - TAP FEE CREDIT

On March 12, 2001, Delaware County granted the Authority the right to sell 763 single-family residential
connection (tap) credits in order to enlarge the sanitary sewer trunk line for future development. The
Authority may sell the taps to any builder within Delaware County. A 10% discount was offered on taps
that were paid in full at the time of the tap permit filing. Tap fee credits are not considered an asset of the
Authority. Revenue is recognized when a credit is sold.

Following the annexation of a portion of the Authority’s territory by the City of Powell in 2002, all tap
fee revenues received after the date of the Pre-Annexation agreement are to be paid to the City of Powell
for payment of principal and interests on related debt. All discounts on tap fee credits after the date of
annexation also have to be approved by the City of Powell prior to offering.

As of December 31, 2006, all awarded taps have been sold. Uncollected tap fees as of December 31,
2007 and 2006 was $109,150 and $144,550, respectively.

NOTE 7 - RECEIVABLES

Receivables at December 31, 2007 and 2006 consisted of community development charges and accounts
receivable relating to tap fees. All receivables are considered collectible.
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LIBERTY COMMUNITY INFRASTRUCTURE FINANCING AUTHORITY
DELAWARE COUNTY

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2007 AND 2006

NOTE 8 - CAPITAL ASSETS

The Authority’s capital asset activity for the year ended December 31, 2006 was as follows:

Beginning Ending
Balance Additions Reductions Balance
Nondepreciable Capital Assets
Infrastructure - 5,414,195 (5,414,195) -
Total Capital Assets $ - $ 5414195 $ (5,414,195) $ -

During fiscal year 2006, the Authority acquired infrastructure in Concord Village ($5,414,195) and
donated the infrastructure which consisted of sanitary and storm sewers and water lines to Delaware
County.  There was no capital asset activity or donations during the year ended December 31, 2007.

NOTE 9 - LONG-TERM OBLIGATIONS

The Authority’s long-term obligations activity for the years ended December 31, 2007 and 2006 was as
follows:

Community Facilities ~ Beginning Ending Due Within
Adjustable Rate Note Balance Additions Reductions Balance One Year
2006
Series 2002 6,570,516 - 6,570,516
Series 2004A 576,534 20,728 597,262
Series 2004B 516,285 3,351 519,636
Series 2004C 2,663,328 100,292 2,763,620
Series 2005A 163,292 87,455 250,747
Series 2006A - 5,414,195 5,414,195
10,489,955 5,626,021 16,115,976
2007
Series 2002 6,570,516 6,570,516
Series 2004A 597,262 17,595 614,857
Series 2004B 519,636 17,266 536,902
Series 2004C 2,763,620 71,266 2,834,886
Series 2005A 250,747 8,621 259,268
Series 2006A 5,414,195 159,014 5,573,209
16,115,976 273,662 16,389,638
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LIBERTY COMMUNITY INFRASTRUCTURE FINANCING AUTHORITY
DELAWARE COUNTY

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2007 AND 2006

NOTE 9 - LONG-TERM OBLIGATIONS (Continued)

Community Facilities Adjustable Rate Bonds, Series 2002

On November 7, 2002, the Authority issued $6,545,000 in Community Facilities Adjustable Rate Bonds
to refund outstanding Community Facilities Bonds, Series 2001 and Excess Cost Advancement Notes of
the Authority, which were issued for the purpose of providing funds to acquire and construct community
facilities, and to acquire and develop land in connection with the same. Triangle Properties, Inc. is the
registered owner of the Bonds.

The bonds’ interest rate adjusts each Thursday. The interest rate shall be equal to 275 basis points over
the Bonds Market Association (BMA) Municipal Swap Index and computed on a basis of 365 days per
year. Interest will be paid semi-annually on June 1 and December 1 with development charge revenue.

The bonds mature on December 1, 2033. The bonds are subject to optional redemption by the Authority
at the direction of the City of Powell on any date after December 31, 2012 at a redemption price equal to
100 percent of the principal amount redeemed plus accrued interest at the redemption date, upon deposit
of monies sufficient to cause such redemption with the Authority from the City of Powell. Community
development charges are pledged for repayment of the Notes.

Community Facilities Adjustable Rate Notes, Series 2004A

On May 4, 2004, the Authority issued $570,000 in Community Facilities Adjustable Rate Notes, Series
2004A, for the purpose of providing funds to acquire and construct community facilities. The interest rate
is equal to 275 basis points over the BMA Municipal Swap Index on the Thursday that the interest rate is
being adjusted, provided that, (1) through December 31, 2008, the Base Note Rate shall not exceed 4%,
and (2) thereafter, the Base Note Rate shall not exceed 6%. Donald R. Kenney and Charles A. Vince are
the registered owners of the Notes.

Principal of and interest on this Note shall be paid semi-annually on June 1 and December 1 of each year,
in the following order: first, any interest which has accrued on the outstanding principal amount of this
Note; second, the unpaid principal of this Note. Interest accrued, but not paid by June 1 or December 1 of
each year (with respect to interest which has accrued during the prior calendar year), shall be added to the
principal balance of the Note as of January 1% of the following year. Interest shall be calculated based on
a year of 365 or 366 days, as appropriate, and on the actual number of days elapsed from January 1 to
December 31 of each year.

The Note is subject to optional redemption at any time prior to stated maturity in whole, or in part, at a
redemption price equal to 100% of the principal amount redeemed plus accrued interest. Community
development charges are pledged for repayment of the Notes.

Community Facilities Adjustable Rate Note, Series 2004B

On July 6, 2004, the Authority issued $511,708 in Community Facilities Adjustable Rate Notes, Series
2004B, for the purpose of providing funds to acquire community facilities. The interest rate is equal to
275 basis points over the BMA Municipal Swap Index on the Thursday that the interest rate is being
adjusted, provided that, (1) through December 31, 2008, the Base Note Rate shall not exceed 4%, and (2)
thereafter, the Base Note Rate shall not exceed 6%. The Village at Scioto Reserve, LLC is the registered
owner of the Notes.
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LIBERTY COMMUNITY INFRASTRUCTURE FINANCING AUTHORITY
DELAWARE COUNTY

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2007 AND 2006

NOTE 9 - LONG-TERM OBLIGATIONS (Continued)

Principal of and interest on this Note shall be paid semi-annually on June 1 and December 1 of each year,
in the following order: first, any interest which has accrued on the outstanding principal amount of this
Note; second, the unpaid principal of this Note. Interest accrued, but not paid by June 1 or December 1 of
each year (with respect to interest which has accrued during the prior calendar year), shall be added to the
principal balance of the Note as of January 1% of the following year. Interest shall be calculated based on
a year of 365 or 366 days, as appropriate, and on the actual number of days elapsed from January 1 to
December 31 of each year.

The Note is subject to optional redemption by the Authority at the direction of the City of Powell on any
date after December 31, 2015 at a redemption price equal to 100% of the principal amount redeemed plus
accrued interest to the redemption date, upon deposit by the City with the Authority of moneys sufficient
to cause such redemption. Community development charges are pledged for repayment of the Notes.

Community Facilities Adjustable Rate Note, Series 2004C

On October 8, 2004, the Authority issued $2,655,000 in Community Facilities Adjustable Rate Notes,
Series 2004C, for the purpose of providing funds to acquire community facilities. The interest rate is
equal to 275 basis points over the BMA Municipal Swap Index on the Thursday that the interest rate is
being adjusted, provided that, (1) through December 31, 2008, the Base Note Rate shall not exceed 4%,
and (2) thereafter, the Base Note Rate shall not exceed 6%. Donald R. Kenney and Charles A. Vince are
the registered owners of the Notes.

Principal of and interest on this Note shall be paid semi-annually on June 1 and December 1 of each year,
in the following order: first, any interest which has accrued on the outstanding principal amount of this
Note; second, the unpaid principal of this Note. Interest accrued, but not paid by June 1 or December 1 of
each year (with respect to interest which has accrued during the prior calendar year), shall be added to the
principal balance of the Note as of January 1% of the following year. Interest shall be calculated based on
a year of 365 or 366 days, as appropriate, and on the actual number of days elapsed from January 1 to
December 31 of each year.

The Note is subject to optional redemption at any time prior to stated maturity in whole, or in part, at a
redemption price equal to 100% of the principal amount redeemed plus accrued interest. Community
development charges are pledged for repayment of the Notes.

Community Facilities Adjustable Rate Note, Series 2005A

On May 5, 2005, the Authority issued $249,097 in Community Facilities Adjustable Rate Notes, Series
2005A, for the purpose of providing funds to acquire community facilities. The interest rate is equal to
275 basis points over the BMA Municipal Swap Index on the Thursday that the interest rate is being
adjusted, provided that, (1) through December 31, 2008, the Base Note Rate shall not exceed 4%, and (2)
thereafter, the Base Note Rate shall not exceed 6%. The Village at Scioto Reserve, LLC is the registered
owner of the Notes.

Principal of and interest on this Note shall be paid on June 1* and December 1% of each year, in the
following order: first, any interest which has accrued on the outstanding principal amount of this Note;
second, the unpaid principal of this Note.
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LIBERTY COMMUNITY INFRASTRUCTURE FINANCING AUTHORITY
DELAWARE COUNTY

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2007 AND 2006

NOTE 9 - LONG-TERM OBLIGATIONS (Continued)

Interest accrued, but not paid by June 1% and December 1st of each year (with respect to interest which
has accrued during the prior calendar year), shall be added to the principal balance of the Note as of
January 1% of the following year. Interest shall be calculated based on a year of 365 or 366 days, as
appropriate, and on the actual number of days elapsed from January 1 to December 31 of each year.

The Note is subject to optional redemption at any time prior to stated maturity in whole, or in part, at a
redemption price equal to 100% of the principal amount redeemed plus accrued interest. Community
development charges are pledged for repayment of the Notes.

Community Facilities Adjustable Rate Note, Series 2006A

On March 13, 2006, the Authority issued $5,414,195 in Community Facilities Adjustable Rate Notes,
Series 2006A, for the purpose of providing funds to acquire community facilities. The interest rate is
equal to 275 basis points over the BMA Municipal Swap Index on the Thursday that the interest rate is
being adjusted, provided that, (1) through December 31, 2008, the Base Note Rate shall not exceed 4%,
and (2) thereafter, the Base Note Rate shall not exceed 6%. Triangle Vince, Inc. is the registered owner
of the Bonds.

Principal and interest on this Note shall be paid semi-annually on June 1 and December 1 of each year, in
the following order: first, any interest which has accrued on the outstanding principal amount of this
Note; second, the unpaid principal of this Note. Interest accrued, but not paid by June 1 or December 1 of
each year (with respect to interest which has accrued during the prior calendar year), shall be added to the
principal balance of the Note as of January 1% of the following year. On January 1, 2007, $159,014 of
unpaid interest was added to the principal balance of the note. Interest shall be calculated based on a year
of 365 or 366 days, as appropriate, and on the actual number of days elapsed from January 1 to December
31 of each year.

The Note is subject to optional redemption at any time prior to stated maturity in whole, or in part, at a
redemption price equal to 100% of the principal amount redeemed plus accrued interest. Community
development charges are pledged for repayment of the Notes.

Debt Service to Maturity
Based on fluctuating interest rates and principal payment uncertainty, no debt service to maturity schedule
has been presented

Recap of Principal and Capitalized Interest on Notes

Principal and capitalized interest on balance on notes for the years ended December 31, 2007 and 2006
are as follow:
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LIBERTY COMMUNITY INFRASTRUCTURE FINANCING AUTHORITY
DELAWARE COUNTY

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2007 AND 2006

NOTE 9 - LONG-TERM OBLIGATIONS (Continued)

Orignal Capitalized Adj. Principal Capitalized Adj. Principal

Community Facilities Note Interest Through Balance at Interest Through Balance at

Adjustable Rate Note Balance 12/31/2006 12/31/2006 12/31/2007 12/31/2007
Series 2002 $ 6,545,000 25,516 6,570,516 25516 $ 6,570,516
Series 2004A 570,000 27,262 597,262 44,857 614,857
Series 2004B 511,708 7,928 519,636 25,194 536,902
Series 2004C 2,655,000 108,620 2,763,620 179,886 2,834,886
Series 2005A 249,097 1,650 250,747 10,171 259,268
Series 2006A 5,414,195 - 5,414,195 159,014 5,573,209
$15,945,000 170,976 16,115,976 444638 $ 16,389,638

NOTE 10 - RELATED PARTY TRANSACTIONS

The petition for creation of the Authority pursuant to Chapter 349 of the Ohio Revised Code was filed
with the Delaware County Commissioners by Triangle Real Estate (the Developer). Three of the seven
Authority Board members are comprised of individuals appointed by the Developer based on the County
Commissioners’ Resolution and Chapter 349 of the Ohio Revised Code.

The entire original territory of the Authority was encompassed in the Golf Village development that was
wholly owned by the Developer prior to the creation of the Authority. The land and infrastructure that
was added to the territory by the Authority directly benefited and serviced the Golf Village Development.
All land of the Golf Village Development is to be sold to additional developers by the Developer.

The Authority had an Infrastructure Acquisition and Construction Agreement with the Developer to
acquire and construct certain community facilities within golf village. Under this agreement, the
Developer selected contractors and signed contracts for the construction of the Authority’s infrastructure.
Payments to contractors by the Authority were made directly with contractors or to the Developer who
paid costs to the contractors. The Developer supervised and approved all construction work including
construction company draws of funds.

On November 7, 2002, the Authority issued $6,545,000 in Community Facilities Adjustable Rate Bonds,
Series 2002, for the purpose of refunding outstanding Community Facilities Bonds, Series 2001, and
Excess Cost Advancement Notes. Triangle Properties, Inc. is the registered owner of the Bonds.

On May 4, 2004, the Authority issued $570,000 in Community Facilities Adjustable Rate Notes, Series
2004A, for the purpose of providing funds to acquire and construct community facilities from Mid-States
Development Corporation. On July 6, 2004, in consideration of the timing and uncertainty of the
payment of the principal of and interest on the Note, Mid-States Development Corporation assigned and
resold the $570,000 Note to Donald R. Kenney and Charles A. Vince, members of the Authority’s Board
of Trustees, at a discounted price of $256,500.
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NOTE 10 - RELATED PARTY TRANSACTIONS (Continued)

On July 6, 2004, the Authority issued $511,708 in Community Facilities Adjustable Rate Notes, Series
2004B, for the purpose of providing funds to acquire community facilities from The Village at Scioto
Reserve, LLC, which is owned by Donald R. Kenney, member of the Authority’s Board of Trustees.

On October 8, 2004, the Authority issued $2,655,000 in Community Facilities Adjustable Rate Notes,
Series 2004C, for the purpose of providing funds to acquire community facilities from MI Homes of
Central Ohio, LLC. On October 8, 2004, in consideration of the timing and uncertainty of the payment of
the principal of and interest on the Note, Ml Homes of Central Ohio, LLC assigned and resold the
$2,655,000 Note to Donald R. Kenney and Charles A. Vince, members of the Authority’s Board of
Trustees, at a discounted price of $885,000.

On May 5, 2005, the Authority issued $249,097 in Community Facilities Adjustable Rate Notes, Series
2005A, for the purpose of providing funds to acquire community facilities from The Village at Scioto
Reserve, LLC, which is owned by Donald R. Kenney, member of the Authority’s Board of Trustees.

On March 13, 2006, the Authority issued $5,414.195 in Community Facilities Adjustable Rate Notes,
Series 2006A, for the purpose of providing funds to acquire community facilities under an acquisition
agreement with Triangle Vince, Inc. which is owned by Donald R. Kenney, member of the Authority’s
Board of Trustees.

NOTE 11 - INTERGOVERNMENTAL PAYABLE

On November 6, 2002, the City of Powell annexed a portion of the territory of the Authority into the City.
In exchange, the City of Powell issued general obligation bonds and notes, the proceeds of which, totaling
$16,915,000, were transferred to the Authority to refund a portion of the $22,300,000 in Community
Facilities Bonds, Series 2001.

The Authority has pledged the community development charge receipts generated by the portion annexed,
as well as tap fee receipts, to repay the City for the bond principal and related interest costs.

Since 2002, the City of Powell has assumed additional debt totaling $900,000 to cover the shortfall in
payments necessary to cover interest carry cost on the bonds and notes. Additionally, there have been
other associated financing costs and fees, including premiums and discounts, related to the issuance of
debt since 2002. The balance of these financing costs is included as interest and financing costs to the
City of Powell.

The Authority’s intergovernmental payable activity for the years ended December 31, 2007 and 2006 was
as follows:
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NOTE 11 - INTERGOVERNMENTAL PAYABLE (Continued)

Beginning Interest and Ending
Balance Financing Cost Payments Balance
2006
Bonds $ 10,365,000 $ 537,930 $ (737,930) $ 10,165,000
Notes 6,900,000 276,000 (276,000) 6,900,000
Cash Balance (574,051) - 166,330 (407,721)
$ 16,690,949 $ 813930 $ (847,600) $ 16,657,279
2007
Bonds $ 10,165,000 $ 499503 $ (759,503) $ 9,905,000
Notes 6,900,000 293,250 (293,250) 6,900,000
Cash Balance (407,721) - 260,303 (147,418)

$ 16,657,279 $ 792,753 $ (792,450) $ 16,657,582

NOTE 12 - RISK MANAGEMENT

The Authority belongs to the Ohio Government Risk Management Plan (the “Plan™), an unincorporated
non-profit association of more than 500 public entities from all parts of Ohio joined together in the largest
alternative insurance program in the state.

Pursuant to Section 2744.081 of the Ohio Revised Code, the Plan is deemed a separate legal entity. The
Plan provides general liability ($1,000,000 per occurrence/$3,000,000 annual aggregate), employers’
liability ($1,000,000 each accident/$1,000,000 each employee/$1,000,000 aggregate limit), public
officials” liability ($1,000,000 each wrongful act/$3,000,000 annual aggregate) coverage, as well as
automobile ($1,000,000 bodily injury and property damage) and crime ($25,000 public employee
dishonest/$10,000 forgery and alteration/$10,000 theft disappearance and destruction/$1,000 computer
fraud) coverage. The Plan pays judgments, settlements and other expenses resulting from covered claims
that exceed the member’s deductible.

The Plan uses conventional insurance coverage and reinsures this coverage. Effective September 1, 2002,
the Ohio Reinsurance Plan collects premium and shares in claims payments for liability (limited to 5% of
a covered loss up to $25,000) and property (limited to 5% of a covered loss up to $50,000).

NOTE 13 - CONTINGENT LIABILITIES

There are no claims or lawsuits pending against the Authority.
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NOTE 14 -PRIOR PERIOD RESTATEMENT

Prior period adjustments — Prior period adjustments are the net effect of changes resulting from the
correction of errors. Because such amounts are the product of errors from a prior period, they are not
properly included as part of the results of operations of the current period, rather are reported as a direct
adjustment to beginning net assets to restate that amount to what it would have been had the error not
occurred.

The Authority recorded a prior period adjustment in fiscal year 2006 as a result of an error accruing in the
intergovernmental payable and capital contributions balance as follows:

Net assets, December 31, 2005 $ (24,498,092)
Capital contributions (85,805)
Intergovernmental Payable Understated (1,915,251)

Restated net assets, January 1, 2006 $(26,499,148)

Intergovernmental Payable — intergovernmental payable was corrected to reflect unrecorded accrued
interest, less applicable off-sets, which were incurred by the City of Powell on general obligation bonds
and notes issued under the Pre-Annexation agreement with the Authority. (See Note 11 above).
Intergovernmental payable of $16,690,949 had been previously recorded as $14,775,698.

Capital contributions — during 2005 the Authority acquired the Scioto Reserve project for $760,805 in
which debt was issued to pay for the infrastructure of $675,000. $85,805 was issued during 2006 to pay
the remaining balance. At 12/31/05 the Authority should have incurred a liability of $85,805 to reflect
the capital acquisition not funded and incurred additional contributions of $85,805 for a balance of
$2,628,805.
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INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL
STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Board of Trustees
Liberty Community Infrastructure Financing Authority

We have audited the basic financial statements of the Liberty Community Infrastructure Financing
Authority, Delaware County, Ohio, (the Authority) as of and for the year ended December 31, 2007 and
December 31, 2006, and have issued our report thereon dated August 18, 2008. We conducted our audit
in accordance with auditing standards generally accepted in the United States of America and the
standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the Authority’s internal control over financial
reporting as a basis for designing our auditing procedures for the purpose of expressing our opinion on
the financial statements, but not for the purpose of expressing an opinion on the effectiveness of the
Authority’s internal control over financial reporting. Accordingly, we do not express an opinion on the
effectiveness of the Authority’s internal control over financial reporting.

Our consideration of internal control over financial reporting was for the limited purpose described in the
preceding paragraph and would not necessarily identify all deficiencies in internal control over financial
reporting that might be significant deficiencies or material weaknesses. However, as discussed below,
we identified a deficiency in internal control over financial reporting that we consider to be a significant
deficiency.

A control deficiency exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent or detect
misstatements on a timely basis. A significant deficiency is a control deficiency, or combination of control
deficiencies, that adversely affects the entity's ability to initiate, authorize, record, process, or report
financial data reliably in accordance with generally accepted accounting principles such that there is more
than a remote likelihood that a misstatement of the entity’s financial statements that is more than
inconsequential will not be prevented or detected by the entity’s internal control. We consider the
deficiency described in the accompanying Schedule of Findings as item 2007-1 to be a significant
deficiency in internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in
more than a remote likelihood that a material misstatement of the financial statements will not be
prevented or detected by the entity’s internal control.

Our consideration of internal control over financial reporting was for the limited purpose described in the
first paragraph of this section and would not necessarily identify all deficiencies in internal control that
might be significant deficiencies or material weaknesses. However, we believe the significant deficiency
described above is a material weakness.

Accountants & Consultants for Business & Government




Liberty Community Infrastructure Financing Authority

Independent Auditor’'s Report on Internal Control Over Financial Reporting and on
Compliance and Other Matters Based on an Audit of Financial Statements
Performed in Accordance with Government Auditing Standards

Page 2

Compliance and Other Matters

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

The Authority’s responses to the findings identified in our audit are described in the accompanying
Schedule of Findings. We did not audit the Authority’s response and, accordingly, we express no opinion
on it.

This report is intended for the information and use of management and the Board of Trustees, and is not
intended to be and should not be used by anyone other than these specified parties.

}(mw;% (bl Cochode- LLc

Kennedy Cottrell Richards
August 18, 2008



LIBERTY COMMUNITY INFRASTRUCTURE FINANCING AUTHORITY
DELAWARE COUNTY

SCHEDULE OF FINDINGS
DECEMBER 31, 2007 AND DECEMBER 31, 2006

FINDINGS RELATED TO THE FINANCIAL STATEMENTS
REQUIRED TO BE REPORTED IN ACCORDANCE WITH GAGAS

Finding Number 2007-1

2007-1 Internal Control Over Financial Reporting

The compilation and presentation of materially correct financial statements and the related footnotes is
the responsibility of management of the Authority. This responsibility remains intact, even if management
decides to outsource this function for efficiency purposes, or any other reason, to another accountant or
consultant. It is also important to note that independent auditors are not part of an entity’s internal control
structure and should not be relied upon by management to detect misstatements in the financial
statements.

Thus, it is important that management develop control procedures related to drafting financial statements
and footnotes that enable management to prevent and detect potential misstatements in the financial
statements and footnotes prior to audit.

As a result of our audit, we identified a material misstatement in the Authority’s previously issued financial
statements, as well as other misstatements that were not necessarily material, but were more than
inconsequential. We provided adjusting entries to the Authority Treasurer and the material misstatement
was subsequently corrected. In addition, the Authority’s new Treasurer identified a material misstatement
in the Authority’s previously issued financial statements. This material misstatement has also been
corrected. These misstatements indicate the existence of an internal control weakness related to
financial reporting.

Though it appears as though the internal control weakness identified above has been eliminated with the
hiring of a new Treasurer, we recommend the Authority continually strive to improve upon the internal
control structure governing the financial reporting process in order to enable management to prevent and
detect potential misstatements in the financial statements and footnotes.

Official’'s Response

The one material misstatement which was noted by the auditors was a result of accounting errors of the
prior Authority treasurer. However, management of the Authority realizes the importance of proper
internal controls and will review with the current treasurer how further material misstatements can be
prevented.



LIBERTY COMMUNITY INFRASTRUCTURE FINANCING AUTHORITY
DELAWARE COUNTY

SCHEDULE OF PRIOR AUDIT FINDINGS
DECEMBER 31, 2007 AND DECEMBER 31, 2006

Not Corrected, Partially Corrected;
Significantly Different Corrective Action

Finding Finding Fully Taken; or Finding No Longer Valid;
Number Summary Corrected? | Explain:
2005-001 Authority Ledgers Yes Finding No Longer Valid




Mary Taylor, cra

Auditor of State
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