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Vanderhorst & Manning CPAs, LLC
6105 North Dixie Drive
Dayton, Ohio 45414

REPORT OF INDEPENDENT AUDITORS

Village Council
Village of North Star
P.O. Box 87

North Star, Ohio 45350

We have audited the accompanying financial statements of the Village of North Star, Darke County, (the Village), as of
and for the years ended December 31, 2003, and 2002. These financial statements are the responsibility of the Village's
management. Our responsibility isto express an opinion on these financial statements based on our audit.

We conducted our audits 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 reasonabl e assurance
about whether the financial statements are free of material misstatement. An audit includes examining, on atest basis,
evidence supporting the amounts and disclosuresin 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 audits provide areasonable basis for our opinion.

Asdescribed in Note 1, the Village preparesits financial statements on the basis of accounting prescribed or permitted
by the Auditor of State, which isacomprehensive basis of accounting other than accounting principles generally
accepted in the United States of America.

In our opinion, the financial statementsreferred to above present fairly, in all material respects, the combined fund cash
balances of the Village of North Star, Darke County, as of December 31, 2003, and 2002, and its combined cash
receipts and disbursements for the years then ended on the basis of accounting described in Note 1.

In accordance with Government Auditing Standards, we have also issued areport dated May 17, 2004, on our
consideration of the Village' sinternal control over financial reporting and our tests of its compliance with certain
provisions of laws, regulations, contracts and grants. That report is an integral part of an audit performed in accordance
with Government Auditing Standardsand should be read in conjunction with this report in considering the results of our
audit.

Thisreport isintended solely for the information and use of the management, the Village council and other officials

authorized to receive thisreport under Section 117.26, Ohio Revised Code, and is not intended to be and should not be
used by anyone other than these specified parties.

Vanderhorst & Manning CPAs, LLC
Dayton, Ohio

May 17, 2004
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VILLAGE OF NORTH STAR

COMBINED STATEMENT OF CASH RECEIPTS, CASH DISBURSEMENTS, AND

DARKE COUNTY

CHANGES IN FUND CASH BALANCES - ALL GOVERNMENTAL FUND TYPES

FOR THE YEAR ENDED DECEMBER 31, 2003

Cash Receipts:
Taxes
Intergovernmental Receipts
Charges for Services
Interest
Miscellaneous

Total Cash Receipts

Cash Disbursements:
Security of Persons and Property
Public Health Services
Leisure Time Activities
Basic Utility Services
Transportation
General Government
Capital Outlay

Total Cash Disbursements
Total Receipts Over/ (Under) Disbursements
Other Financing Receipts/(Disbursements)
Proceeds from Loan
Sale of Fixed Asset
Total Other Financing Receipts/(Disbursements)
Excess of Cash Receipts and Other Financing
Receipts over/under Cash Disbursements and
Other Financing Disbursements

Fund Cash Balances, January 1, 2003

Fund Cash Balances, December 31, 2003

$

GOVERNMENTAL FUND TYPES Total
Special Capital (Memorandum

General Revenue Projects Only)
7,622 0 0 $ 7,622
32,522 8,911 143,478 184,911
3,780 0 0 3,780
2,285 840 0 3,125
914 0 0 914
47,123 9,751 143,478 $ 200,352
7,740 0 0 $ 7,740
1,016 0 0 1,016
3,191 0 0 3,191
4,031 0 0 4,031
3,893 13,746 0 17,639
10,879 0 0 10,879
12,361 12,389 193,478 218,228
43,111 26,135 193,478 $ 262,724
4,012 (16,384) (50,000) $ (62,372)
0 0 50,000 50,000
5,750 75 5,825
5,750 75 50,000 $ 55,825
9,762 (16,309) 0 (6,547)
195,868 87,596 0 283,464
205,630 71,287 0 $ 276,917

The Notes to the Financial Statements are an integral part of this statement.
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VILLAGE OF NORTH STAR
DARKE COUNTY

COMBINED STATEMENT OF CASH RECEIPTS, CASH DISBURSEMENTS, AND
CHANGES IN FUND CASH BALANCES - ALL GOVERNMENTAL FUND TYPES
FOR THE YEAR ENDED DECEMBER 31, 2002

GOVERNMENTAL FUND TYPES Total
Special (Memorandum
General Revenue Only)
Cash Receipts:

Taxes $ 8,319 $ 0o $ 8,319
Intergovernmental Receipts 42,525 9,527 52,052
Charges for Services 3,216 0 3,216
Interest 4,042 640 4,682
Miscellaneous 1,485 0 1,485
Total Cash Receipts $ 59,587 $ 10,167 % 69,754

Cash Disbursements:
Security of Persons and Property $ 17,070 $ 0o $ 17,070
Public Health Services 1,008 0 1,008
Leisure Time Activities 5,635 0 5,635
Basic Utility Services 4,303 0 4,303
Transportation 1,675 3,074 4,749
General Government 12,720 0 12,720
Capital Outlay 3,005 0 3,005
Total Cash Disbursements $ 45,416 $ 3,074 % 48,490
Total Receipts Over/ (Under) Disbursements $ 14,171 $ 7,093 % 21,264
Fund Cash Balances, January 1, 2002 181,697 80,503 262,200
Fund Cash Balances, December 31, 2002 $ 195,868 $ 87,596 $ 283,464

The Notes to the Financial Statements are an integral part of this statement.



VILLAGE OF NORTH STAR
DARKE COUNTY

NOTESTO THE FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2003 AND 2002

1. SUMMARY OF SGNIFICANT ACCOUNTING POLICIES

A.

Description of the Entity

The Village of North Star of Darke County, (the Village) is abody corporate and politic established to
exercise therights and privileges conveyed to it by the constitution and laws of the State of Ohio. The
Village isdirected by a publicly-elected Mayor and six-member Council. The Village provides general
governmental services, including water and sewer utilities, street maintenance, refuse service, park
operations, leisure time activities, and police service.

The Village' s management believes these financial statements present all activities for which the Villageis
financially accountable.

Basis of Accounting

These financial statements follow the basis of accounting prescribed or permitted by the Auditor of State,
which issimilar to the cash receipts and disbursements basis of accounting. Receipts are recognized when
received in cash rather than when earned, and disbursements are recognized when a payment is made rather
than when aliability isincurred. Budgetary presentations report budgetary expenditures when a
commitment is made (i.e., when an encumbrance is approved).

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

Cash and I nvestments

All Village funds are held in an interest bearing checking account and certificates of deposit. Certificates of
Deposit are valued at cost.

Fund Accounting

The Village uses fund accounting to segregate cash and investments that are restricted asto use. The Village
classifiesits fundsinto the following types:

General Fund:

The General Fund isthe general operating fund. It isused to account for all financial resources except those
reguired by law or contract to be restricted.

Special Revenue Funds:
These funds are used to account for proceeds from specific sources (other than from trusts or for capital
projects) that are restricted to expenditure for specific purposes. The Village had the following significant

Special Revenue Funds:

Street Construction Maintenance and Repair Fund — This fund receives gasoline tax money for constructing,
maintaining, and repairing Village streets.

State Highway Improvement Fund — This fund receives shared revenue from gasoline sales for constructing,
maintaining, and repairing State Highways.



VILLAGE OF NORTH STAR
DARKE COUNTY

NOTESTO THE FINANCIAL STATEMENTS
FOR THE YEARSENDED DECEMBER 31, 2003 AND 2002

1. SUMMARY OF SSGNIFICANT ACCOUNTING POLICIES (Continued)
D. Fund Accounting (Continued)
Capital Projects Funds:

These funds are used to account for receipts that are restricted for the acquisition or construction of major
capital projects. The Township had the following significant Capital Projects Funds during 2003.

Issue Il Fund— This fund accumul ates grant monies received and paid out on behalf of the Village.

E. Budgetary Process
The Ohio Revised Code requires that each fund be budgeted annually.
Appropriations
Budgetary expenditures (that is, disbursements and encumbrances) may not exceed appropriations at the
fund, function or object level of control, and appropriations may not exceed estimated resources. The
Village Council must annually approve appropriation measures and subsequent amendments. The County
Budget Commission must also approve the annual appropriation measure. Appropriations lapse at year end.

Estimated Resour ces

Estimated resources include estimates of cash to be received (budgeted receipts) plus the cash balance as of
January 1. The County Budget Commission must also approve estimated resources.

Encumbrances

The Ohio Revised Code requires the Village to reserve (encumber) appropriations when individual
commitments are made.

A summary of 2003 and 2002 budgetary activity appearsin Note 3.
F. Property, Plant and Equipment

Acquisitions of property, plant and equipment are recorded as disbursements when paid. These items are not
reflected as assets on the accompanying financial statements.

G. Accumulated L eave

In certain circumstances, such as upon leaving employment, employees are entitled to cash payments for
unused leave. Unpaid leaveis not reflected as aliability under the Village' s basis of accounting.



VILLAGE OF NORTH STAR
DARKE COUNTY

NOTESTO THE FINANCIAL STATEMENTS
FOR THE YEARSENDED DECEMBER 31, 2003 AND 2002

2. EQUITY IN POOLED CASH AND INVESTMENTS

The Village maintains a cash and investments pool used by all funds. The Ohio Revised Code prescribes allowable
deposits and investments.

The carrying amount of cash and investments at December 31 was as follows:

2003 2002
Demand Deposits $219417 $158,464
Certificates of Deposit 57,500 125,000
Total Deposits $276917 $283464

Deposits:
Deposits are either (1) insured by the Federal Depository Insurance Corporation, or (2) collateralized by the
financial institution’s public entity pool.
3. BUDGETARY ACTIVITY
Budgetary activity for the year ended December 31, 2003, and 2002 was as follows:

2003 Budgeted vs. Actual Receipts

Budgeted Actual
Fund Type Receipts Receipts Variance
General $105,238 $52,873 $(52,365)
Specia Revenue 10,800 9,826 (974)
Capital Projects 0 193478 193478
Total $116.038 $256.177 $140.139

2003 Budgeted vs. Actual Budgetary BasisExpenditures

Appropriation Budgetary
Fund Type Authority Expenditures Variance
General $301,106 $ 43111 $257,995
Specia Revenue 98,396 26,135 72,261
Capital Projects 0 193478 193478
Total $390.502 $262,724 $136,778

2002 Budgeted vs. Actual Receipts

Budgeted Actual
Fund Type Receipts Receipts Variance
Genera $104,212 $59,587 $(44,625)
Special Revenue 7.770 10,167 2467
Total $111.912 $69,754 $(42,158)

2002 Budgeted vs. Actual Budgetary Basis Expenditures

Appropriation Budgetary
Fund Type Authority Expenditures Variance
Generdl $285,909 $ 45416 $240,493
Special Revenue 88,203 3074 85,129
Total £374112 $ 48490 $325.622



VILLAGE OF NORTH STAR
DARKE COUNTY

NOTESTO THE FINANCIAL STATEMENTS
FOR THE YEARSENDED DECEMBER 31, 2003 AND 2002

PROPERTY TAX

Real property taxes become alien on January 1 preceding the October 1 date for which rates are adopted by Village
Council. The State Board of Tax Equalization adjusts these rates for inflation. Property taxes are also reduced for
applicable homestead and rollback deductions. Homestead and rollback amounts are then paid by the State, and are
reflected in the accompanying financial statements as Intergovernmental Receipts. Payments are due to the County
by December 31. If the property owner elects to make semiannual payment, thefirst half is due December 31. The
second half payment is due the following June 20.

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

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

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

DEBT

Debt outstanding at December 31, 2003 was as follows:

Principal Interest
Ohio Public Works Commission $50,000 0%

The OPWC |oan relates to improvements for Main Street Reconstruction. The loan will be repaid in semiannual
installments over 20 years.

Amortization of the above debt is scheduled as follows:

Y ear Ending December 31
2004 1,000
2005 2,000
2006 2,000
2007 2,000
2008 2,000
2009 — 2023 41,000
50,000

RETIREMENT SYSTEMS

The Mayor, Clerk/Treasurer, and one Council Member belong to the Public Employees Retirement System (PERS)
of Ohio. PERS isa cost-sharing, multiple-employer plan. These plans provide retirement benefits, including post-
retirement health care, and survivor and disability benefitsto participants as prescribed by the Ohio Revised Code.

Contribution rates are also prescribed by the Ohio Revised Code. For 2003 and 2002, PERS members contributed
8.5% of their gross salaries. The Village contributed an amount equal to 13.55% of participants’ gross salaries The
Village has paid all contributions required through December 31, 2003.



VILLAGE OF NORTH STAR
DARKE COUNTY

NOTESTO THE FINANCIAL STATEMENTS
FOR THE YEARSENDED DECEMBER 31, 2003 AND 2002

7. RISK MANAGEMENT
The Village has obtained commercial insurance for the following risks:
Comprehensive property and general liability

Vehicles; and
Errors and omissions
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Vanderhorst & Manning CPAs, LLC
6105 North Dixie Drive
Dayton, Ohio 45414

REPORT OF INDEPENDENT ACCOUNTANTS ON COMPLIANCE AND ON INTERNAL
CONTROL REQUIRED BY GOVERNMENT AUDITING STANDARDS

Village Council
Village of North Star
P.O. Box 87

North Star, Ohio 45350

We have audited the financial statements of the Village of North Star, Darke County (the Village), as of and
for the years ended December 31, 2003, and 2002, and have issued our report theron dated May 17, 2004.
We conducted our audits in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financia audits contained in Gover nment Auditing Standards, issued
by the Comptroller General of the United States.

Compliance

As part of obtaining reasonable assurance about whether the Village' 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 financia 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. However, we noted certain immateria instances of noncompliance that we have reported to the
management of the Village in a separate letter dated May 17, 2004.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the Village' s interna control over financid reporting in
order to determine our auditing procedures for the purpose of expressing our opinion on the financia
statements and not to provide assurance on the internal control over financial reporting. Our consideration of
theinternal control over financia reporting would not necessarily disclose dl mattersin the interna control
over financia reporting that might be material weaknesses. A material weakness is a condition in which the
design or operation of one or more o the specific internal control components does not reduce to arelatively
low level the risk that misstatements in amounts that would be material in relation to the financia statements
being audited may occur and not be detected within atimely period by employeesin the normal course of
performing their assigned functions. We noted no matters involving the interna control over financia
reporting and its operations that we consider to be material weaknesses. However, we noted immateria
instances of other matters involving internal control that we have reported to management of the Villagein a
separate |etter dated May 17, 2004.
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Village Council
Village of North Star

Report of Independent Accountants on Compliance and Interna Control Required by Government Auditing
Standards

Page 2

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

Vanderhorst & Manning CPAs, LLC
Dayton, Ohio

May 17, 2004
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