CITY OF SEVEN HILLS
CUYAHOGA COUNTY, OHIO

AUDIT REPORT

FOR THE YEAR ENDED
DECEMBER 31, 2022

Zupka & Associates

Certified Public Accountants






City Council

City of Seven Hills

7325 Summit View Drive
Seven Hills, Ohio 44131

We have reviewed the Independent Auditor’s Report of the City of Seven Hills, Cuyahoga County,
prepared by Zupka & Associates, for the audit period January 1, 2022 through December 31, 2022.
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.

Our review was made in reference to the applicable sections of legislative criteria, as reflected by the
Ohio Constitution, and the Revised Code, policies, procedures and guidelines of the Auditor of State,
regulations and grant requirements. The City of Seven Hills is responsible for compliance with these laws
and regulations.

Nl

Keith Faber
Auditor of State
Columbus, Ohio

September 08, 2023

Efficient . Effective . Transparent



This page intentionally left blank.



CITY OF SEVEN HILLS
CUYAHOGA COUNTY, OHIO
AUDIT REPORT
FOR THE YEAR ENDED DECEMBER 31, 2022

TABLE OF CONTENTS

Independent Auditor’s Report
Management’s Discussion and Analysis
Basic Financial Statements:
Statement of Net Position
Statement of Activities
Balance Sheet - Governmental Funds
Reconciliation of Total Governmental Fund Balances to Net Position of Governmental Activities
Statement of Revenues, Expenditures, and Changes in Fund Balances - Governmental Funds

Reconciliation of the Statement of Revenues, Expenditures, and Changes in
Fund Balances of Governmental Funds to the Statement of Activities

Statement of Revenues, Expenditures, and Changes in Fund Balances -
Budget (Non-GAAP Budgetary Basis) and Actual —
General Fund
Fire Levy Fund
Statement of Fund Net Position - Proprietary Funds
Statement of Revenues, Expenses, and Changes in Net Position - Proprietary Funds
Statement of Cash Flows - Proprietary Funds
Statement of Fiduciary Net Position - Custodial Funds
Statement of Change in Fiduciary Net Position — Custodial Funds
Notes to the Basic Financial Statements
Required Supplementary Information:
Schedule of the City’s Proportionate Share of the Net Pension Liability -
Ohio Public Employees Retirement System - Last Nine Years
Ohio Police and Fire Pension Fund - Last Nine Years
Schedule of the City’s Contributions - Pension
Ohio Public Employees Retirement System - Last Ten Years
Ohio Police and Fire Pension Fund - Last Ten Years
Schedule of the City’s Proportionate Share of the Net OPEB Liability/Asset —
Ohio Public Employees Retirement System — Last Six Years
Ohio Police and Fire Pension Fund — Last Six Years
Schedule of the City’s Contributions — OPEB —
Ohio Public Employees Retirement System — Last Eight Years
Ohio Police and Fire Pension Fund — Last Ten Years
Notes to the Required Supplementary Information
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

Schedule of Prior Audit Findings and Recommendations

PAGE

1-3
5-14

15
16
17
18
19

20

21
22

23
24
25
26
27
28-86

87
88

89
90

91
92

93
94

95-96

97-98
99



This page intentionally left blank.



/upka

ASSOCIATES Certified Public Accountants

INDEPENDENT AUDITOR’S REPORT

City of Seven Hills
Cuyahoga County
7325 Summitview Drive
Seven Hills, Ohio 44131

To the Members of City Council:
Report on the Financial Statements
Opinions

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, each major fund, and the aggregate remaining fund information of the City of Seven Hills,
Cuyahoga, Ohio, (the City) as of and for the year ended December 31, 2022, and the related notes to the
financial statements, which collectively comprise the City’s basic financial statements as listed in the table
of contents.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, the business-type activities, each major fund,
and the aggregate remaining fund information of the City of Seven Hills as of December 31, 2022, and
the respective changes in financial position, and, where applicable, cash flows thereof and the budgetary
comparisons for the General Fund and the Fire Levy Fund for the year then ended in accordance with
accounting principles generally accepted in the United States of America.

Basis for Opinions

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America (GAAS) and the standards applicable to financial audits contained in Government Auditing
Standards (Government Auditing Standards), issued by the Comptroller General of the United States. Our
responsibilities under those standards are further described in the Auditor's Responsibilities for the Audit
of the Financial Statements section of our report. We are required to be independent of the City, and to
meet our other ethical responsibilities, in accordance with the relevant ethical requirements relating to our
audit. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our audit opinions.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with accounting principles generally accepted in the United States of America, and for the
design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or
error.

In preparing the financial statements, management is required to evaluate whether there are conditions or
events, considered in the aggregate, that raise substantial doubt about the City’s ability to continue as a
going concern for twelve months beyond the financial statement date, including any currently known
information that may raise substantial doubt shortly thereafter.

4141 Rockside Road, Suite 200, Seven Hills, Ohio 44131 (216) 475-6136 www.zupkacpa.com
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Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditor's report that
includes our opinions. Reasonable assurance is a high level of assurance but is not absolute assurance
and therefore is not a guarantee that an audit conducted in accordance with GAAS and Government
Auditing Standards will always detect a material misstatement when it exists. The risk of not detecting a
material misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.
Misstatements are considered material if there is a substantial likelihood that, individually or in the
aggregate, they would influence the judgment made by a reasonable user based on the financial
statements.

In performing an audit in accordance with GAAS and Government Auditing Standards, we

o exercise professional judgment and maintain professional skepticism throughout the audit.

e identify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, and design and perform audit procedures responsive to those risks. Such procedures
include examining, on a test basis, evidence regarding the amounts and disclosures in the financial
statements.

e obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the City’s internal control. Accordingly, no such opinion is expressed.

e evaluate the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluate the overall presentation of the
financial statements.

¢ conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that
raise substantial doubt about the City’s ability to continue as a going concern for a reasonable period
of time.

We are required to communicate with those charged with governance regarding, among other matters,
the planned scope and timing of the audit, significant audit findings, and certain internal control-related
matters that we identified during the audit.

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the Management’s
Discussion and Analysis and Schedules of Net Pension and Postemployment Benefit Liabilities and
Pension and Postemployment Benefit Contributions, as listed in the table of contents, be presented to
supplement the basic financial statements. Such information is the responsibility of management and,
although not a part of the basic financial statements, is required by the Governmental Accounting
Standards Board who considers it to be an essential part of financial reporting for placing the basic
financial statements in an appropriate operational, economic, or historical context. We have applied
certain limited procedures to the required supplementary information in accordance with auditing
standards generally accepted in the United States of America, which consisted of inquiries of
management about the methods of preparing the information and comparing the information for
consistency with management’s responses to our inquiries, the basic financial statements, and other
knowledge we obtained during our audit of the basic financial statements. We do not express an opinion
or provide any assurance on the information because the limited procedures do not provide us with
sufficient evidence to express an opinion or provide any assurance.
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Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated June 28, 2023,
on our consideration of the City’s internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other
matters. The purpose of that report is solely 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
effectiveness of the City’s internal control over financial reporting or on compliance. That report is an
integral part of an audit performed in accordance with Government Auditing Standards in considering the
City’s internal control over financial reporting and compliance.

& Quaociates

Zupka & Associates
Certified Public Accountants

June 28, 2023
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City of Seven Hills
Cuyahoga County, Ohio
Management’s Discussion and Analysis
For the Year Ended December 31, 2022
Unaudited

The discussion and analysis of the City of Seven Hills’ (the “City”) financial performance provides an
overall review of the City’s financial activities for the fiscal year ended December 31, 2022. The intent of
the discussion and analysis is to look at the City’s financial performance as a whole; readers are
encouraged to consider the information presented here in conjunction with the additional information
contained in the financial statements and the notes thereof.

FINANCIAL HIGHLIGHTS
Key financial highlights for 2022 are as follows:

e The assets and deferred outflow of resources of the City exceeded its liabilities and deferred inflows
of resources at the close of the most recent fiscal year by $36,288,034.

e The unassigned fund balance for the General Fund was $7,274,264, or 56 percent of the total General
Fund expenditures and other financing uses.

USING THIS ANNUAL REPORT
This management’s discussion and analysis is intended to serve as an introduction to the City’s basic
financial statements. The City’s basic financial statements are comprised of three components: 1)

government-wide statements; 2) fund financial statements; and 3) notes to the basic financial statements.

Government-wide Statements

The government-wide statements are designed to provide readers with a broad overview of the City’s
finances on a full accrual basis of accounting, which is similar to a private-sector business. The statement
of net position presents information on all of the City’s assets, liabilities, and deferred inflows/outflows of
resources, excluding fiduciary funds, with the difference reported as net position. Over time, increases or
decreases in net position may serve as a useful indicator of whether the financial position of the City is
improving or deteriorating. The statement of activities presents information showing how the City’s net
position changed during the most recent fiscal year. All changes in net position are reported as soon as the
underlying event giving rise to the change occurs, regardless of the timing of related cash flows. Thus,
revenues and expenses are reported in this statement for some items that will only result in cash flows in
future periods (e.g., uncollected taxes and earned but unused sick leave).

Both of the government-wide financial statements distinguish between functions of the City that are
principally supported by taxes and intergovernmental revenues (governmental activities) from other
functions that are intended to recover all or a significant portion of their costs through user fees and
charges (business-type activities). The governmental activities of the City include general government,
security of persons and property, transportation, community and economic development, leisure time
activities, public health services, and basic utility services. The business-type activities of the City include
sanitary and storm sewer operations.
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Fund Financial Statements

The fund financial statements are used to report additional and detailed information about the City. These
statements focus on major funds of the City. A fund is a grouping of related accounts that is used to
maintain control over resources that have been segregated for specific activities or objectives. The City,
like other state and local governments, uses fund accounting to ensure and demonstrate compliance with
finance-related legal requirements. All of the funds of the City can be divided into three categories:
governmental funds, proprietary funds, and fiduciary funds.

Governmental Funds - Most of the City’s basic services are reported in governmental funds, which focus
on how money flows into and out of those funds and the balances left at year-end that are available for
spending. These funds are reported using an accounting method called modified accrual accounting,
which measures cash and all other financial assets that can readily be converted to cash. The
governmental fund statements provide a detailed short-term view of the City’s general governmental
operations and the basic services it provides. Governmental fund information helps the reader determine
whether there are more or fewer financial resources that can be spent in the near future to finance the
City’s programs. We describe the relationship (or differences) between governmental funds and
government-wide financial statements in a reconciliation.

Proprietary Funds - Proprietary funds are made up of enterprise funds and internal services funds. The
City has two enterprise funds and no internal service funds. Enterprise funds are used to report the same
functions presented as business-type activities in the government-wide financial statements. The City
utilizes enterprise funds to account for its sanitary and storm sewer operations.

Proprietary funds provide the same type of information as the government-wide financial statements, only
in more detail. The proprietary fund financial statements provide information for the Sanitary and Storm
Sewer Funds.

Fiduciary Funds — Fiduciary Funds are used to account for resources held for the benefit of parties outside
the City. Fiduciary funds are not reflected in the government-wide statements because the resources of
those funds are not available to support the City’s own programs. The accounting used for fiduciary funds
is much like that used in proprietary funds.

Notes to the Basic Financial Statements

The notes to the basic financial statements provide additional information that is essential for a full
understanding of the data provided in the government-wide and fund financial statements.

THE CITY AS AWHOLE

Government-Wide Financial Analysis

As noted earlier, net position may serve over time as a useful indicator of the City’s financial position.
Our analysis below focuses on the net position (Table 1) and changes in net position (Table 2) of the
City’s governmental type and business-type activities.
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Table 1 - Net Position

Governmental Business-Type
Activities Activities Total
2022 2021 2022 2021 2022 2021
Assets
Current and Other Assets $ 29728966 $ 34094220 $ 714421 $ 946,625 $ 30,443,387 $ 35,040,845
Capital Assets 28,576,485 25,640,156 10,267,649 10,484,872 38,844,134 36,125,028
Net OPEB Asset 598,220 331,248 43,182 29,237 641,402 360,485
Total Assets 58,903,671 60,065,624 11,025,252 11,460,734 69,928,923 71,526,358
Deferred Outflows
of Resources
Deferral on Refunding 164,444 183,418 - - 164,444 183,418
Pension 2,210,597 1,376,677 57,612 38,445 2,268,209 1,415,122
OPEB 387,338 623,547 1,821 19,200 389,159 642,747
Total Deferred Outflows of Resources 2,762,379 2,183,642 59,433 57,645 2,821,812 2,241,287
Liabilities
Long-term Liabilities 17,995,543 20,106,909 10,660 30,314 18,006,203 20,137,223
Net Pension Liability 5,377,434 6,915,033 122,791 247,885 5,500,225 7,162,918
Net OPEB Liability 645,003 638,248 - - 645,003 638,248
Other Liabilities 1,868,021 4,871,922 106,560 41,900 1,974 581 4,913,822
Total Liabilities 25,886,001 32,532,112 240,011 320,099 26,126,012 32,852,211
Deferred Inflows
of Resources
Property Taxes 4,050,241 3,986,288 - - 4,050,241 3,986,288
Payments in Lieu of Taxes and Lease 855,367 660,656 - - 855,367 660,656
Sale of Future Revenues 1,000,000 1,050,000 - - 1,000,000 1,050,000
Pension 3,328,261 1,697,487 148,749 109,858 3,477,010 1,807,345
OPEB 909,455 1,346,503 44616 91,179 954,071 1,437,682
Total Deferred Inflows of Resources 10,143,324 8,740,934 193,365 201,037 10,336,689 8,941,971
Net Position
Net Investment in Capital Assets 14,542,348 7,332,109 10,267,649 10,484,872 28,809,010 22,031,127
Restricted 9,204,483 12,571,830 - - 9,204,483 12,571,830
Unrestricted 1,889,894 1,072,281 383,660 512,371 (1,725,459) (2,629,494)
Total Net Position $ 25636725 $ 20976220 $ 10,651,309 $ 10997243 $ 36,288,034 $ 31973463

Debt related to certain business-type assets is included in the governmental activities. This debt has not
been included in the net investment in capital assets for the governmental or business-type activities but
has been reflected in the entity-wide total. See Note 12 for more information relating to debt.

The net pension liability (NPL) is the largest single liability reported by the City at December 31, 2022,
and is reported pursuant to GASB Statement 68, “Accounting and Financial Reporting for Pension — an
Amendment of GASB Statement 27.” The City previously adopted GASB Statement 75, “Accounting and
Financial Reporting for Postemployment Benefits Other Than Pensions,” which significantly revises
accounting for costs and liabilities related to other postemployment benefits (OPEB).
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For reasons discussed on the next page, many end users of this financial statement will gain a clearer
understanding of the City’s actual financial condition by adding deferred inflows related to pension and
OPEB, the net pension liability, and the net OPEB liability to the reported net position and subtracting
deferred outflows related to pension, and net OPEB asset.

Governmental Accounting Standards Board standards are national and apply to all government financial
reports prepared in accordance with generally accepted accounting principles. Prior accounting for
pensions (GASB 27) and postemployment benefits (GASB 45) focused on a funding approach. This
approach limited pension and OPEB costs to contributions annually required by law, which may or may
not be sufficient to fully fund each plan’s net pension liability or net OPEB liability. GASB 68 and GASB
75 take an earnings approach to pension and OPEB accounting; however, the nature of Ohio’s statewide
pension/OPEB plans and state law governing those systems requires additional explanation in order to
properly understand the information presented in these statements.

GASB 68 and GASB 75 require the net pension liability and the net OPEB liability to equal the City’s
proportionate share of each plan’s collective:

1. Present value of estimated future pension/OPEB benefits attributable to active and inactive
employees’ past service
2. Minus plan assets available to pay these benefits

GASB notes that pension and OPEB obligations, whether funded or unfunded, are part of the
“employment exchange” — that is, the employee is trading his or her labor in exchange for wages,
benefits, and the promise of a future pension and other postemployment benefits. GASB noted that the
unfunded portion of this promise is a present obligation of the government, part of a bargained-for benefit
to the employee, and should accordingly be reported by the government as a liability since they received
the benefit of the exchange. However, the City is not responsible for certain key factors affecting the
balance of these liabilities. In Ohio, the employee shares the obligation of funding pension benefits with
the employer. Both employer and employee contribution rates are capped by State statute. A change in
these caps requires action of both Houses of the General Assembly and approval of the Governor. Benefit
provisions are also determined by State statute. The Ohio Revised Code permits, but does not require the
retirement systems to provide healthcare to eligible benefit recipients. The retirement systems may
allocate a portion of the employer contributions to provide for these OPEB benefits.

The employee enters the employment exchange with the knowledge that the employer’s promise is
limited not by contract but by law. The employer enters the exchange also knowing that there is a
specific, legal limit to its contribution to the retirement system. In Ohio, there is no legal means to enforce
the unfunded liability of the pension/OPEB plan as against the public employer. State law operates to
mitigate/lessen the moral obligation of the public employer to the employee, because all parties enter the
employment exchange with notice as to the law. The retirement system is responsible for the
administration of the pension and OPEB plans.

Most long-term liabilities have set repayment schedules or, in the case of compensated absences (i.e. sick
and vacation leave), are satisfied through paid time-off or termination payments. There is no repayment
schedule for the net pension liability or the net OPEB liability. As explained above, changes in benefits,
contribution rates, and return on investments affect the balance of these liabilities, but are outside the
control of the local government.
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In the event that contributions, investment returns, and other changes are insufficient to keep up with
required payments, State statute does not assign/identify the responsible party for the unfunded portion.
Due to the unique nature of how the net pension liability and the net OPEB liability are satisfied, these
liabilities are separately identified within the long-term liability section of the statement of net position.

In accordance with GASB 68 and GASB 75, the City’s statements prepared on an accrual basis of
accounting include an annual pension expense and an annual OPEB expense for their proportionate share
of each plan’s change in net pension liability and net OPEB liability/asset, respectively, not accounted for
as deferred inflows/outflows.

Total assets decreased from 2021 to 2022 in the amount of $1,597,435. The decrease in assets was
attributed mainly to the decrease in equity in pooled cash and cash equivalents. The changes in deferred
outflows of resources, net pension liability, net OPEB liability and deferred inflows of resources are
mainly due to GASB 68 and 75 as explained previously.

The implementation of GASB Statement No. 68 and 75 requires the reader to perform additional
calculations to determine the City’s total net position at December 31, 2022, without consideration of the
net pension and OPEB liabilities. This is an important exercise, as the State Pension Systems (OPERS
and OP&F) collect, hold, invest, and distribute pension to our employees, not the City. These calculations
are as follows:

Governmental ~ Business-Type
Activities Activities Total
Total Net Position at December 31, 2022 (with GASB 68 and 75) $ 25636725 $ 10,651,309 $ 36,288,034
GASB 68 and 75 Calculations:

Add:
Deferred Inflows related to Pension 3,328,261 148,749 3,477,010
Deferred Inflows related to OPEB 909,455 44,616 954,071
Net Pension Liability 5,377,434 122,791 5,500,225
Net OPEB Liability 645,003 - 645,003

Less:
Deferred Outflows related to Pension (2,210,597) (57,612) (2,268,209)
Deferred Outflows related to OPEB (387,338) (1,821) (389,159)
Net OPEB Asset (598,220) (43,182) (641,402)
Total Net Position (without GASB 68 and 75) $ 32,700,723 $ 10,864,850 $ 43,565,573

In order to further understand what makes up the changes in net position for the current year, the table on
the following page gives readers further details regarding the results of activities for fiscal year 2022 with
a comparative analysis to fiscal year 2021.
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Table 2 - Change in Net Position

Governmental Activities Business Type Activities Totals
2022 2021 2022 2021 2022 2021

Revenues
Program Revenues:

Charges for Services $ 2247002 $ 2075209 $ 616233 $ 615433 $ 2863235 $ 2,690,642

Operating Grants and Contributions 834,662 891,891 - - 834,662 891,891

Capital Grants and Contributions 2,137,788 2,125,935 2,137,788 2,125,935
General Revenues:

Property Taxes 4,037,063 3,947,630 4,037,063 3,947,630

Municipal Income Taxes 9,491,266 8,878,403 9,491,266 8,878,403

Payment in Lieu of Taxes 643,817 303,245 643,817 303,245

Grants and Entitlements 867,623 928,177 867,623 928,177

Gain on Sale of Capital Assets - 5,031 - 5,031

Investment Income (134,987) (36,001) (134,987) (36,001)

Other 171,651 428,362 - - 171,651 428,362
Total Revenues 20,295,885 19,547,882 616,233 615,433 20,912,118 20,163,315
Program Expenses
Security of Persons and Property 5,060,959 4,796,856 5,060,959 4,796,856
Public Health 1,093,704 1,043,808 1,093,704 1,043,808
Leisure Time Activities 1,866,130 1,642,661 1,866,130 1,642,661
Community and Economic Development 528,792 439,477 528,792 439,477
Basic Utility Services - 75,371 - 75,371
Transportation 3,658,761 2,565,568 3,658,761 2,565,568
General Government 2,591,373 1,805,372 2,591,373 1,805,372
Interest and Fiscal Charges 492,487 642,811 - - 492,487 642,811
Sanitary Sewers - - 878,071 473,380 878,071 473,380
Storm Sewers - - 427,270 45,243 427,270 45,243
Total Program Expenses 15,292,206 13,011,924 1,305,341 518,623 16,597,547 13,530,547
Increase (Decrease) in Net Position 5,003,679 6,535,958 (689,108) 96,810 4,314,571 6,632,768
Transfers (343,174) (8,242,319) 343,174 8,242,319 -
Change in Net Position 4,660,505 (1,706,361) (345,934) 8,339,129 4,314,571 6,632,768
Net Position at Beginning of Year 20,976,220 22,682,581 10,997,243 2,658,114 31,973,463 25,340,695
Net Position at End of Year $ 25,636,725 $ 20976220 $ 10,651,309 $ 10,997,243 $ 36,288,034 $ 31,973,463

The City’s largest revenue source is income tax. The City’s income tax rate is 2.5 percent on gross
income. There is a 100 percent credit for income taxes paid to another community subject to a cap and net
profits of 1.65 percent. The City’s collection agency is the Regional Income Tax Agency located in
Brecksville, Ohio. During 2022, income tax revenue increased by 6.9 percent. This was a result of
increases in collections and the tax base.

The second largest revenue source for 2022 was property taxes. The full voted rate for 2022 was 13.24
mills. A mill is $1.00 for every $1,000 of assessed valuation. The annual property tax is calculated using
the taxable value (market value multiplied by 35 percent) of the property effective tax rate levied by the
City of Seven Hills. During 2022, the property tax collected was $4 million, which was consistent with
2021 collections.

10
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The third largest revenue source for 2022 was charges for services, which increased 8.3 percent from
2021 to 2022. This increase was due to an increase in revenue received from recreation center operations.

In 2022, there was an increase of $0.3 million in payments in lieu of taxes revenue due to increased
service payments received from the City’s active tax incentive financing districts.

The provisions of GASB Statements 68 and 75 require the City to recognize a pension/OPEB adjustment
that reduces expenses by $1,201,801 in 2022 and reduced expenses by $2,180,439 in 2021. As a result, it
is difficult to ascertain the true operational cost of services and the changes in cost of service from year to
year. The table below shows the total expenses by function with the GASB Statements 68 and 75 pension
and OPEB costs removed.

Governmental Activities

2022 2021
EXPENSES
Program Expenses:
Security of Persons and Property $ 5169,610 $ 4,826,333
Public Health 1,124,969 1,109,135
Leisure Time Activities 2,119,462 2,182,825
Community and Economic Development 618,632 645,105
Basic Utility Services - 75,371
Transportation 4,039,906 3,211,236
General Government 2,928,941 2,499,547
Interest and Fiscal Charges 492,487 642,811
Total Expenses $ 16,494,007 $ 15,192,363

Expenses are categorized by programs. The largest program, Security of Persons and Property, which
includes police, fire, and public safety, was approximately 31 percent of governmental expenses before
the effect of pension/OPEB adjustments. The Police Department is made up of one chief, one lieutenant,
four sergeants, eleven full-time officers, three part-time officers, and one full time secretary. The Fire
Department is composed of one full-time chief and 47 part-time employees, consisting of two captains,
five lieutenants, and forty firefighters/paramedics.

The second largest program is Transportation, which approximated 24 percent of the governmental
expenses before the effect of pension/OPEB adjustments, and is related to the Service Department
operations involving City street, sewer, and landscaping maintenance. Transportation expense before
pension/OPEB adjustments increased by about 26 percent in 2022, mostly due to an increase in capital
improvement projects.

The third largest category is General Government, which approximated 18 percent of the governmental
expenses before pension/OPEB adjustments, and is related to the City Hall activities such as Finance,
Law, City Council, and the Mayor’s Office. General Government expenses increased by about 17 percent
due to property purchased in 2022 and various maintenance expenditures related to City Hall buildings
and grounds.

Business-type activities charges for services revenue was consistent from 2021 to 2022, with a slight
increase of $800. Total expenses of $1,305,341 in 2022 was an increase of $786,718 from 2021, due to
accrual adjustments related to depreciation and payables.
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THE CITY’S FUNDS

As noted earlier, the City uses fund accounting to ensure and demonstrate compliance with
finance-related legal requirements. The focus of the City’s governmental funds is to provide information
on near-term inflows, outflows, and balances of spendable resources. Such information is useful in
assessing the City’s financing requirements. In particular, unassigned fund balance may serve as a useful
measure of a City’s net resources available for spending at the end of the fiscal year.

As of the end of the year, the City’s governmental funds reported combined ending fund balances of
$16,570,924. $7,265,565 of the ending combined fund balance for 2022 constitutes assigned and
unassigned fund balance combined, which is available for spending at the government’s discretion. The
remainder of fund balance is non-spendable, restricted, or committed to indicate that it is not available for
new spending because it is not in spendable form or it has already been restricted or committed by
external or internal constraints.

The General Fund is the chief operating fund of the City. At the beginning of the current year, total fund
balance for the General Fund was $8,352,355. General Fund expenditures (including transfers out) for the
current year were $13,056,484 with revenues and other financing sources of $12,971,028 leaving a total
fund balance of $8,266,899 and an unassigned balance of $7,274,264 in the General Fund.

The Fire Levy Fund had a decrease in fund balance from $256,219 in 2021 to $249,564 in 2022. The
decrease can be attributed to negotiated wage increases.

The General Obligation Bond Retirement Fund had a deficit year-end balance of $504,130, a decrease of
$138,297 from 2021. The decrease can be attributed to scheduled principal and interest payments on
outstanding debt.

The Special Assessment Bond Retirement Fund had a decrease in fund balance from $35,963 in 2021 to
$23,167 in 2022. The decrease can be attributed to scheduled principal and interest payments on
outstanding debt.

The Parks and Recreation Bond Fund had a fund balance of $2,841,655, which was a decrease of
$1,466,149 from 2021. The decrease can be attributed to progress payments made towards the parks
master plan.

GENERAL FUND BUDGETARY HIGHLIGHTS

The most significant budgeted fund is the General Fund. Over the course of the year, the City Council
revised the City’s General Fund budget to prevent budget overruns.

For the General Fund, final budgeted basis revenue (includes Other Financing Sources) was $69,047 less
than the actual revenue of $13,107,175. The original appropriations (includes Other Financing Uses) of
$13,389,161 were increased to $15,260,411. The increase in appropriations was mainly attributed to an
increase in transfers out for capital improvement funding. Even with these adjustments the actual charges
to appropriations (expenditures) were $1,610,303 below the final budgeted amounts for the General Fund.
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CAPITAL ASSET AND DEBT ADMINISTRATION

Capital Assets

At the end of 2022, the City had $38,844,134 invested in a broad range of capital assets, including land,
land improvements, construction in progress, buildings, structures, and improvements, furniture and
fixtures, equipment and vehicles, intangible right-to-use lease, and infrastructure.

Table 3 - Capital Assets (Net of Depreciation)

Governmental Business-Type
Activities Activities Total
2022 2021 2022 2021 2022 2021

Land $ 1489422 $ 1226863 $ - $ - $ 1489422 $ 1,226,863
Construction in Progress 3,792,485 3,088,235 52,500 92,750 3,844,985 3,180,985
Land Improvements 172,865 159,220 - - 172,865 159,220
Buildings, Structures,

and Improvements 7,639,213 8,062,800 18,323 18,939 7,657,536 8,081,739
Furniture and Fixtures 1,785 3,049 - - 1,785 3,049
Equipment and Vehicles 3,674,093 3,585,887 17,017 20,070 3,691,110 3,605,957
Intangible Right-to-use

Lease - Equipment 77,132 - - - 77,132
Infrastructure

Roads 11,382,478 9,113,052 - - 11,382,478 9,113,052

Sanitary Sewers - - 9,555,811 10,145,633 9,555,811 10,145,633

Storm Sewers - - 623,998 207,480 623,998 207,480

Retaining Wall 49,507 54,639 - - 49,507 54,639

Bike Trail 297,505 346,411 - - 297,505 346,411
Total Capital Assets $ 28576485 $ 25,640,156 $ 10,267,649 $ 10,484,872 $ 38,844,134 $ 36,125,028

The City had an increase of $644,000 in construction in progress, mainly due to initial progress on the
City’s 2022 road program and parks master plan. The City also made various purchases of land, land
improvements, buildings and improvements, vehicles and equipment, and infrastructure which totaled
$4,609,710. See Note 8 for additional information about capital assets.

Debt
The City had $16,510,624 in outstanding debt at year-end 2022 as shown in Table 4.

Table 4 - Outstanding Debt

Governmental
Activities
2022 2021

Short Term Debt

Notes Payable $ 350818 $ 1702818
Long Term Debt

General Obligation Bonds 6,255,000 7,555,000
Renew Energy Bonds 1,093,744 1,224,311
Special Assessment Bonds 3,625,000 3,825,000
Long Term Notes 4,154,689 4,602,616
OWDA Loans 419,013 454,146
Financed Purchases and Leases 612,360 598,399
Total Outstanding Debt $ 16,510,624 $ 19,962,290
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The City is within all of its legal debt limitations. The Ohio Revised Code provides that the net debt (as
defined in the Ohio Revised Code) of a municipal corporation, whether or not approved by the electors,
shall not exceed 10.5 percent of the total value of all property in the municipal corporation as listed and
assessed for taxation. In addition, the unvoted net debt of municipal corporations cannot exceed 5.5
percent of the total taxation value of property. The statutory limitations on debt are measured by the ratio
of net debt to tax valuation and expressed in terms of percentage. The aggregate amount of the City’s
unvoted debt is also subject to overlapping debt restrictions within other political subdivisions. The actual
aggregate amount of the City’s unvoted debt, when added to that of other political subdivisions within the
respective counties in which the City lies, is limited to ten mills. This millage is measured against the
property values in each overlapping district.

More detailed information of the City’s long-term liabilities is presented in the notes to the financial
statements.

In August 2021, Moody’s Investors Service assigned an Aa3 rating to the City’s general obligation debt.
Moody’s affirmed the Aa3 rating in December 2022. The higher rating allows the City to borrow funds at
a lower interest rate, which helps save taxpayer dollars. Moody’s cited that the City benefits from a
healthy financial position, strong resident income profile, and modestly-sized, but growing tax base
located near Cleveland.

ECONOMIC FACTORS AND NEXT YEAR’S BUDGET

The City’s elected and appointed officials considered many factors when setting the fiscal year 2022
budget. They primarily considered the impact of its two primary revenue sources: income tax revenue and
property taxes.

The final General Fund budget in 2022 was $15,260,411 and is expected to decrease during 2023 since
the City is not budgeting for transfers of excess revenues to the Capital Improvement Fund for future
projects in 2023. If the General Fund has a surplus at the end of 2023, the City could amend the budget to
transfer those excess funds to the Capital Improvement Fund. The City is aware of budge