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SCHEDULE OF FEDERAL AWARDS EXPENDITURES

LAKE COUNTY

FOR THE YEAR ENDED DECEMBER 31, 2001

Federal Grantor/

CFDA

Non-Cash

Non-Cash

Pass-Through Grantor/ Program Title Project/Grant Number Number Receipts Receipts Disbursements Disbursements
U. S. Department of Agriculture
Passed Through the Ohio Department of Education:
Nutrition Cluster:
Food Distribution N/A 10.550 $0  $2,511 $0 $2,511
School Breakfast Program N/A 10.553 17,219 0 17,219 0
National School Lunch N/A 10.555 25,277 0 25,277 0
Total U. S. Department of Agriculture - Nutrition Cluster 42,496 2,511 42,496 2,511
U. S. Department of Education
Passed Through the Ohio Department of MRDD:
Special Education Cluster:
Title VI-B Flow Through 070037-6B-SF-2001-P 84.027 104,781 0 104,781 0
Preschool Grant 070037-PG-S1-2001-P 84.173 16,216 0 16,216 0
Total Special Education Cluster 120,997 0 120,997 0
Title VI 070037-C2-S1-01-P 84.298 5,113 0 5,113 0
Total U. S. Department of Education 126,110 0 126,110 0
Federal Emergency Management Agency
Passed Through the Ohio Disaster Services Agency:
Emergency Management Performance
Grant H418 83.552 66,645 0 66,645 0
Ohio Domestic Preparedness Program H536 83.552 17,500 0 17,500 0
Terrorism Planning Funding H536 83.552 2,000 0 2,000 0
Total Federal Emergency Management Agency 86,145 0 86,145 0
U. S. Department of Housing and Urban Development
Direct Programs:
CDBG B-97-UC390007 14.218 0 0 7,401 0
CDBG B-98-UC390007 14.218 0 0 64,664 0
CDBG B-99-UC390007 14.218 822,318 0 440,483 0
CDBG B-00-UC390007 14.218 806,263 0 1,141,734 0
Total Direct CDBG 1,628,581 1,654,282
Home Improvement Partnership Program M-97-UC-390201 14.239 18,000 0 18,000 0
M-99-UC-390201 14.239 60,918 0 60,918 0
M-00-UC-390201 14.239 397,770 0 397,770 0
Subtotal CFDA 14.239 476,688 0 476,688 0
Total Department of Housing and Urban Development 2,105,269 0 2,130,970 0
U. S. Department of Labor
Passed Through the Ohio Department of Jobs and Family Services:
Workforce Investment Act N/A 17.255 748,657 0 751,497 0

The notes to the schedule of federal awards expenditures are an integral part of this schedule.



LAKE COUNTY

SCHEDULE OF FEDERAL AWARDS EXPENDITURES
FOR THE YEAR ENDED DECEMBER 31, 2001

Federal Grantor/ CFDA Non-Cash Non-Cash
Pass-Through Grantor/ Program Title Project/Grant Number Number Receipts Receipts Disbursements Disbursements

U. S. Department of Justice

Passed Through the Office of Criminal Justice Services:

Ohio Statewide Consortium DNA Grant 97-DN-VX-00090 16.560 1,062 0 22,462 0
Violence Against Women Act 97-WF-VA3-8211 16.588 24,654 0 13,072 0
Violence Against Women Act 98-WF-VA3-8211 16.588 0 0 0 0
Violence Against Women Act 00-WF-VA5-8211 16.588 35,767 0 35,209 0
Subtotal CFDA 16.588 60,421 48,281

Criminal Justice Services-Byrne Memorial 98-DG-A01-7117 16.579 0 0 0 0
Criminal Justice Services-Byrne Memorial 99-DG-A01-7117 16.579 20 0 20 0
Criminal Justice Services-Byrne Memorial 2000-DG-A01-7117 16.579 83,105 83,125

Subtotal CFDA 16.579 83,125 0 83,145 0

Direct Program:

Cops Fast/Universal Hiring 2000SHW X0338 16.710 89,890 0 91,000 0
Total Office of Criminal Justice Services 234,498 0 244,888 0
Passed Through the Ohio Attorney General's Office:

Victims of Crime Act 2001VAGENEO039 16.575 69,405 0 78,575 0
Victims of Crime Act 2001VAGENE488 16.575 19,941 0 19,932 0
Subtotal CFDA 16.575 89,346 0 98,507 0
Local Law Enforcement Block Grant 2000-LB-VX-1299 16.592 0 0 400 0
Local Law Enforcement Block Grant 2000-LB-BX-2466 16.592 7,765 0 8,498 0
Local Law Enforcement Block Grant 2001-LB-BX-4218 16.592 6,832 0 3,786 0
14,597 0 12,684 0
Total Attorney General's Office 103,943 0 111,191 0
U. S. Department of Health and Human Services
Passed Through the Ohio Department of Alcohol & Drug Addiction Services:
ADA Per Capita BG43 93.959 697,982 0 697,982 0
ADA Women's Set Aside 43-43993-03-WFS-T-98-9013 93.959 84,088 0 84,088 0
ADA Prevention - Youth Mentoring 43-43993-02-DFS-P-98-9841  93.959 37,217 37,217
Subtotal CFDA 93.959 819,287 0 819,287 0
ADA Medicaid N/A 93.778 136,668 0 155,777 0
Total ADA 955,955 0 975,064 0
Passed Through the Ohio Department of Mental Health:
MH Homeless Options PATH Grant 25-PATH-98-01-A 93.150 52,240 0 52,240 0
MH Community Plan Block Grant 98-B1-08-CMHS-03 93.958 144,604 0 144,604 0
MH Child / Adolescent Core 98-B1-08-CMHS-03 93.958 8,741 0 8,741 0
Recovery Project Award 25-0CS2-BG-02-014 93.958 60,682 0 60,682 0
Subtotal CFDA 93.958 214,027 0 214,027 0
MH Social Services Block Grant N/A 93.667 118,044 0 118,044 0
MH Medicaid N/A 93.778 2,112,914 0 2,135,938 0
OBRA/PASSAR N/A 93.778 12,211 0 12,211 0
Subtotal CFDA 93.778 2,125,125 0 2,148,149 0
Total Mental Health 2,509,436 0 2,532,460 0
Passed Through the Ohio Department of MRDD:
Title XX N/A 93.667 151,103 0 151,103 0
Medicaid (CAFS) N/A 93.778 2,929,632 0 2,929,632 0
Medicaid (TCM) N/A 93.778 447,667 0 447,667 0
Subtotal CFDA 93.778 3,377,299 0 3,377,299 0
Total MRDD 3,528,402 0 3,528,402 0
Total U.S. Department of Health and Human Services 6,993,793 0 7,035,926 0
TOTAL FEDERAL ASSISTANCE $10,440,911  $2,511 $10,529,223 $2,511

The notes to the schedule of federal awards expenditures are an integral part of this schedule.



LAKE COUNTY

NOTES TO THE SCHEDULE OF FEDERAL AWARDS EXPENDITURES
FOR THE YEAR ENDED DECEMBER 31, 2001

CFDA = Catalog of Federal Domestic Assistance.

1.

The accompanying Schedule of Federal Awards Expenditures (the Schedule) summarizes activity of
the County’s federal award programs. The schedule has been prepared on the cash basis of
accounting, except expenditures of assistance passed through the Ohio Bureau of Employment
Services Job Training Partnership Programs are presented on an accrual basis. Also, activity for the
Workforce Investment Grant, CFDA #17.255, reflects six months of activity for the period July 1, 2001
through December 31, 2001. The activity from January 1, 2001 through June 30, 2001 was previously
audited by other auditors.

Nonmonetary assistance, such as food received from the U.S. Department of Agriculture, is reported
in the Schedule at the fair market value of the commodities received and consumed. Cash receipts from
the U.S. Department of Agriculture are commingled with State grants. Itis assumed federal monies are
expended first. At December 31, 2001, the County had no significant food commodities in inventory.

Lake County administers a loan program with funds provided by the U.S. Department of Housing and
Urban Development under the Community Development Block Grant Program. The purpose of this
program is to assist existing and new business and industry to expand in Lake County and to provide
job opportunities for low and moderate income residents of the County. As of December 31, 2001 the
total amount of loans outstanding are $124,471.

Certain Federal programs require that the County contribute non-Federal funds (matching funds) to
support the Federally-funded programs. The County has complied with the matching requirements.
The expenditure of non-Federal matching funds is not included on the Schedule.
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Lausche Bldg
615 W Superior Ave

STATE OF OHIO Floor 12

OFFICE OF THE AUDITOR Cleveland OH 44113 - 1801
Telephone 216-787-3665

JiM PETRO, AUDITOR OF STATE o 800-626-2297
Facsimile 216-787-3361

www.auditor.state.oh.us

REPORT ON COMPLIANCE AND ON INTERNAL CONTROL REQUIRED BY
GOVERNMENT AUDITING STANDARDS

Lake County
105 Main Street
Painesville, Ohio 44077

To the Board of Commissioners:

We have audited the financial statements of Lake County, Ohio, (the County) as of and for the year ended
December 31, 2001, and have issued our report thereon dated June 27, 2002, in which report we noted the
County adopted Governmental Accounting Standards Board Statement No. 33. 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.

Compliance

As part of obtaining reasonable assurance about whether the County’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. However, we noted immaterial instances of noncompliance that we have reported to
management of the County in a separate letter dated June 27, 2002.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the County’s internal control over financial reporting in
order to determine our auditing procedures for the purpose of expressing our opinion on the financial
statements and not to provide assurance on the internal control over financial reporting. Our consideration
of the internal control over financial reporting would not necessarily disclose all matters in the internal control
over financial reporting that might be material weaknesses. A material weakness is a condition in which the
design or operation of one or more of the internal control components does not reduce to a relatively low level
the risk that misstatements in amounts that would be material in relation to the financial statements being
audited may occur and not be detected within a timely period by employees in the normal course of
performing their assigned functions. We noted no matters involving the internal control over financial
reporting and its operation that we consider to be material weaknesses. However, we noted other matters
involving the internal control over financial reporting that do not require inclusion in this report, that we have
reported to management of the County in a separate letter dated June 27, 2002.



Lake County

Report on Compliance and on Internal Control
Required by Government Auditing Standards
Page 2

This report is intended for the information and use of the audit committee, management, Board of
Commissioners, federal awarding agencies and pass through entities, and is not intended to be and should
not be used by anyone other than these specified parties.

Jim Petro
Auditor of State

June 27, 2002



Lausche Bldg

615 W Superior Ave
STATE OF OHIO Floor 12
OFFICE OF THE AUDITOR Cleveland OH 44113 - 1801
Telephone 216-787-3665

800-626-2297

Facsimile 216-787-3361
www.auditor.state.oh.us

JiM PETRO, AUDITOR OF STATE

REPORT ON COMPLIANCE WITH REQUIREMENTS APPLICABLE TO MAJOR
FEDERAL PROGRAMS AND INTERNAL CONTROL OVER COMPLIANCE
IN ACCORDANCE WITH OMB CIRCULAR A-133

Lake County
105 Main Street
Painesville, Ohio 44077

To the Board of Commissioners:
Compliance

We have audited the compliance of Lake County, Ohio, (the County) with the types of compliance
requirements described in the U.S. Office of Management and Budget (OMB) Circular A-133, Compliance
Supplement that are applicable to its major federal programs for the year ended December 31, 2001. The
County’s major federal programs are identified in the summary of auditor's results section of the
accompanying schedule of findings. Compliance with the requirements of laws, regulations, contracts and
grants applicable to each of its major federal programs is the responsibility of the County’s management.
Our responsibility is to express an opinion on the County’s compliance based on our audit.

We conducted our audit of compliance in accordance with auditing standards generally accepted in the
United States of America; the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States; and OMB Circular A-133, Audits of
States, Local Governments, and Non-Profit Organizations. Those standards and OMB Circular A-133 require
that we plan and perform the audit to obtain reasonable assurance about whether noncompliance occurred
with the types of compliance requirements referred to above that could have a direct and material effect on
a major federal program. An audit includes examining, on a test basis, evidence about the County’s
compliance with those requirements and performing such other procedures as we considered necessary in
the circumstances. We believe that our audit provides a reasonable basis for our opinion. Our audit does
not provide legal determination on the County’s compliance with those requirements.

In our opinion, the County complied, in all material respects, with the requirements referred to above that are
applicable to each of its major federal programs for the year ended December 31, 2001.

Internal Control Over Compliance

The management of the County is responsible for establishing and maintaining effective internal control over
compliance with requirements of laws, regulations, contracts and grants applicable to federal programs. In
planning and performing our audit, we considered the County’s internal control over compliance with
requirements that could have a direct and material effect on a major federal program in order to determine
our auditing procedures for the purpose of expressing our opinion on compliance and to test and report on
internal control over compliance in accordance with OMB Circular A-133.
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Major Program and on Internal Control over Compliance in
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Internal Control Over Compliance
(Continued)

Our consideration of the internal control over compliance would not necessarily disclose all matters in the
internal control that might be material weaknesses. A material weakness is a condition in which the design
or operation of one or more of the internal control components does not reduce to a relatively low level the
risk that noncompliance with applicable requirements of laws, regulations, contracts and grants that would
be material in relation to a major federal program being audited may occur and not be detected within a timely
period by employees in the normal course of performing their assigned functions. We noted no matters
involving the internal control over compliance and its operation that we consider to be material weaknesses.
We noted other matters involving the internal control over federal compliance that do not require inclusion
in this report, that we have reported to management of the County in a separate letter dated June 27, 2002.

Schedule of Federal Awards Expenditures

We have audited the general-purpose financial statements of the County as of and for the year ended
December 31, 2001, and have issued our report thereon dated June 27, 2002, in which report we noted the
County adopted Governmental Accounting Standards Board Statement No. 33. Our audit was performed
for the purpose of forming an opinion on the general-purpose financial statements taken as a whole. The
accompanying Schedule of Federal Awards Expenditures is presented for the purposes of additional analysis
as required by OMB Circular A-133 and is not a required part of the general-purpose financial statements.
Such information has been subjected to the auditing procedures applied in the audit of the general-purpose
financial statements and, in our opinion, is fairly stated, in all material respects, in relation to the general-
purpose financial statements taken as a whole.

This report is intended for the information and use of the audit committee, management, Board of

Commissioners, federal awarding agencies and pass through entities, and is not intended to be and should
not be used by anyone other than these specified parties.

Jim Petro
Auditor of State

June 27, 2002



LAKE COUNTY
DECEMBER 31, 2001
SCHEDULE OF FINDINGS
OMB CIRCULAR A-133 Section .505

1. SUMMARY OF AUDITOR’S RESULTS
A-133 §.505
(d)(1)() Type of Financial Statement Opinion Unqualified
(d)(1)(ii) Were there any material control weakness conditions No
reported at the financial statement level (GAGAS)?
(d)(1)(ii) Were there any other reportable control weakness No
conditions reported at the financial statement level
(GAGAS)?
(d)(1)(iii) Was there any reported material non-compliance at No
the financial statement level (GAGAS)?
(d)(1)(iv) Were there any material internal control weakness No
conditions reported for major federal programs?
(d)(1)(iv) Were there any other reportable internal control No
weakness conditions reported for major federal
programs?
(d)(1)(v) Type of Major Programs’ Compliance Opinion Unqualified
(d)(1)(vi) Are there any reportable findings under Sec. .510? No
(d)(1)(vii) | Major Programs (list) CFDA #93.778 - Medical
Assistance Program,
CFDA #14.218 -
Community Development
Block Grant,
CFDA #17.255 -
Workforce Investment Act,
CFDA #93.959 - Adolescent
Family Life Demonstration
Projects,
CFDA #14.239 -
Home Improvement
Partnership Program
(d)(1)(viii) | Dollar Threshold: Type A/B Programs Type A: > $300,000
Type B: all others
(d)(1)(ix) Low Risk Auditee? No
2. FINDINGS RELATED TO THE FINANCIAL STATEMENTS
REQUIRED TO BE REPORTED IN ACCORDANCE WITH GAGAS
None
3. FINDINGS FOR FEDERAL AWARDS
None
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EDWARD H. ZUPANCIC 350- 2532 298 3334
COUNTY AUDITOR 946 2329
SECRETARY OF Fax: 350-2667
BUDGET COMMISSION LAKE COUNTY ADMINISTRATION CENTER
BOARD OF REVISION 105 MAIN ST.
P.O. BOX 490
ADMINISTRATOR PAINESVILLE, OHIO 44077-0490
DATA PROCESSING DEPT.
June 27, 2002

To the Board of County Commissioners and
the Citizens of Lake County:

As the Auditor of Lake County, I am pleased to present the 2001 Comprehensive Annual
Financial Report for Lake County. I believe that this report provides a full and complete
disclosure of the financial position and operations for the year ended December 31, 2001. My
office believes that the data herein is accurate in all respects and includes all disclosures necessary
to enable the reader to gain a maximum understanding of the financial affairs of Lake County.

This report demonstrates the commitment of the Auditor's Office and the management of Lake
County to provide Lake County citizens and other interested parties with the most complete and
accurate financial statements and disclosures.

The preparation of this report could not have been accomplished without the efforts of Joseph
Dowd, Chief Deputy Auditor and Manager of Financial Reporting in the Auditor's Office. I wish
to thank Joe for his dedication to this project.

I also wish to thank the entire staff of the Lake County Auditor's Office, the accounting and
financial personnel of all other County departments and the various elected and appointed officials
of Lake County. This report is a product of all of their combined efforts and cooperation. I ask
for their continued support and cooperation in future years.

Sincerely,
Edward H. ancic
Lake County Auditor

Lake County, Ohio
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EDWARD H. ZUPANCIC 350:252 - 298-3334
COUNTY AUDITOR 946 2829
SECRETARY OF Fax: 350-2667
BUDGET COMMISSION LAKE COUNTY ADMINISTRATION CENTER
BOARD OF REVISION 105 MAIN ST.
P.O. BOX 490
ADMINISTRATOR PAINESVILLE, OHIO 44077-0490
DATA PROCESSING DEPT.
June 27, 2002

Honorable Edward H. Zupancic
Lake County Auditor

Honorable Robert E. Aufuldish
Honorable Mildred M. Teuscher
Honorable Daniel P. Troy

Lake County Commissioners

Honorable John S. Crocker
Lake County Treasurer

Citizens of Lake County:

I am pleased to present Lake County's Comprehensive Annual Financial Report for the year
ended December 31, 2001. To the best of my knowledge and belief, the enclosed data is accurate
in all material respects and is reported in a manner designed to present fairly the financial position
and results of operations of the various funds and account groups of the government.

Responsibility for the accuracy, completeness and fairness of the presentation, including all
disclosures, lies with the management of Lake County and, in particular, the Lake County
Auditor's office. All disclosures necessary to enable the reader to gain an understanding of the
County's financial activities and status are included.

This is the fifteenth consecutive Comprehensive Annual Financial Report issued by the
Auditor's office. The report is prepared in accordance with Generally Accepted Accounting
Principles, as set forth by the Government Accounting Standards Board (GASB) and other
authoritative sources, and the guidelines set by the Government Finance Officers Association
(GFOA).

The Comprehensive Annual Financial Report (CAFR) is presented in three sections, which
are identified as follows:

The Introductory Section includes a table of contents, the transmittal letter, the Certificate
of Achievement for Excellence in Financial Reporting for 2000, a list of all elected county
officials and organizational charts for Lake County and the Auditor's Office.



TRANSMITTAL LETTER

The Financial Section includes the General Purpose Financial Statements (GPFS). The GPFS
include the combined financial statements of all fund types and account groups, the State
Auditor's opinion letter and the notes to the financial statements. Additionally, this section
contains the supplemental financial statements and schedules for each individual fund which
are grouped according to fund type and account group.

The Statistical Section includes selected financial and demographic information which is
generally on a multi-year basis.

REPORTING ENTITY

Lake County (the County), located in northeast Ohio along Lake Erie, encompasses 23
municipalities, villages and townships. The County was first organized in 1840 and includes 231
square miles and approximately 227,000 residents, based on the results of the 2000 Census. The
County seat is located in the City of Painesville, Ohio.

The County's greatest asset is it's location on the shores of Lake Erie. The County also boasts
numerous cultural and recreational attractions including Headlands Beach State Park - the longest
in Ohio, Chagrin River Harbor, North Chagrin Reservation and Squire's Castle, Holden
Arboretum, Chalet Debonne Vineyard - the second largest vineyard in the State, the Indian
Museum of Lake County, the Marine Museum and Lighthouse, Lake Farmpark, "Lawnfield" -
the home of President James A. Garfield, Lake Erie College Equestrian Center and the Mentor
Marsh. In addition, County residents and visitors can take advantage of over 5,800 acres of
parkland operated by Lake Metroparks, the County's Park District. The Chagrin and Grand
Rivers flow into Lake Erie at Lake County. Golf enthusiasts can be satisfied by the numerous golf
courses located throughout the County.

The County is served by diversified transportation facilities, including immediate access to
fifteen State and two U.S. highways and interstate highways 90 and 271. The County is served
by Conrail, Amtrak and the Norfolk and Southern Railroads. County residents are also served
by Laketran, the County's regional transit authority, which provides both fixed line and on-
demand bus service. Laketran was ranked as the best transit system for less than one million
riders by the American Public Transportation Association in 2000. The Willoughby Lost Nation
Airport and Casement Airport in Painesville Township are located in the County to serve private
aircraft. The Cuyahoga County Airport, which also serves private aircraft, is located along the
western border of Lake County. The Cleveland Hopkins International Airport, located
approximately 30 miles west of the County, serves the County with regularly scheduled carriers.
The County is also served by over 100 trucking firms which distribute goods nationwide.
Commercial and industrial businesses can also utilize the dock facilities of the Fairport Harbor

Port Authority in the Village of Fairport Harbor.
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TRANSMITTAL LETTER

The County is directly served by Lake Hospital System, Inc., an acute care hospital system
with facilities located in the Cities of Painesville, Willoughby, Madison and Mentor. The hospital
system boasts diagnostic, surgical and cancer research centers which have been constructed in
recent years. Educational services are provided by the various school districts within the County,

‘as well as Lakeland Community College and Lake Erie College, both located within the County.
The County is home to two local radio stations and one daily newspaper with circulation extending
beyond County borders.

The legislative, financial and judicial powers of the County are imposed by Ohio statutes. The
legislative body of the County is comprised of a three member Board of County Commissioners
who are elected at large for overlapping four year terms. The Board of Commissioners serve as
the taxing authority, the contracting body and the chief administrators of public services for the
County. The Board of Commissioners create and adopt the annual operating budget including all
appropriation measures and approve all expenditures of all County funds. In addition to the Board
of Commissioners, the offices of the County Auditor and County Treasurer perform the various
financial functions of the County government.

The County Auditor, who is elected to a four year term, serves as the chief fiscal officer for
the County and the tax assessor for all political subdivisions within the County. As the chief fiscal
officer, no contract or obligation involving the County can be made without the Auditor's
certification that appropriations are sufficient and that funds are available, or in the process of
collection, to ensure that the contract or obligation can be paid. The Auditor is also the central
disbursing agent of the County, who, by the issuance of county warrants, distributes funds to
creditors in payment of liabilities, including payroll, incurred by the County and its departments.

As tax assessor, the Auditor is responsible for establishing the tax rates for real estate,
personal property and manufactured homes. Once these taxes are collected, the Auditor is
responsible for distributing the collections to the other governmental entities in accordance with
legally adopted rates. In addition to these duties, the Auditor serves as the secretary of the County
Board of Revision and the County Budget Commission and is the administrator of, and secretary
to, the County Data Processing Board.

The County Treasurer, also elected to a four year term, is the custodian of all County funds.
The Treasurer is responsible for the investment of all idle County funds, as specified by Ohio law.
The Treasurer is also responsible for collecting all tax monies and applying those payments to the
appropriate tax accounts. Daily reconciliations of the total County fund balances of the Auditor
and the Treasurer are performed by the two offices, and reconciliations on a fund-by-fund basis
are prepared monthly. The Treasurer, the Auditor and the County Prosecutor comprise the
County Budget Commission. The Budget Commission plays an important function in the financial
administration of the County government and all other local governments within the County.
Other elected officials serving a four year term include the Prosecutor, the Engineer, the
Recorder, the Sheriff, the Clerk of Courts, the Coroner and six Common Pleas Court Judges.
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The County government offers a wide range of human and social services, health and
community assistance services, civil and criminal justice system services, road and bridge
maintenance services and other administrative support services. In addition, the County's
Department of Utilities operates a water distribution system, a wastewater collection system, a
solid waste disposal system and a solid waste recycling program.

For financial reporting purposes, the County includes all funds, account groups, agencies,
boards and commissions which comprise the "financial reporting entity" in accordance with the
Governmental Accounting Standards Board (GASB) Statement No. 14. The financial reporting
entity consists of (a) the primary government, (b) organizations for which the primary government
is financially accountable, and (c) other organizations for which the nature and significance of
their relationship with the primary government are such that exclusion would cause the reporting
entity's financial statements to be misleading or incomplete. Note A of the combined financial
statements provides a more detailed discussion of the County's financial reporting entity.

In accordance with GASB Statement No. 14, Deepwood Industries, Inc. (the Workshop) is
included in the County’s financial reporting entity as a component unit. The Workshop is a non-
profit corporation established to provide employment for consumers of the Lake County Board of
Mental Retardation and Developmental Disabilities (Board of MR & DD) enrolled in the Adult
Services Workshop Program and CLEO Supported Employment Program. The Board of MR &
DD provides the staff facilities and support services necessary for the implementation of the
programs offered by the Workshop. The Workshop generates it’s revenue from the sale of goods.

ECONOMIC CONDITION AND OUTLOOK

Lake County, the smallest geographical county in the State of Ohio, is located about 30 miles
east of Cleveland, along the southern shore of Lake Erie, and is considered part of the Greater
Cleveland metropolitan area. The County is in the Cleveland Primary Metropolitan Statistical
Area (PMSA), along with Ashtabula, Cuyahoga, Geauga, Lorain and Medina counties, which was
the sixteenth largest PMSA out of the total of seventy-four PMSA'’s in the United States, per the
2000 U.S. Census. The County's 2000 Census population of 227,511 placed it as the eleventh
most populous of the State's eighty-eight counties.

Lake County is fortunate to have a very diversified economic base consisting of chemical
manufacturing and research, wire and wire mesh products, plastic and plastic products, custom
machinery, health care, nurseries and government. The County can be divided into several
distinct industrial, commercial and residential areas. The western third of the County is highly
developed with industrial and commercial corporations and contains some of the County's more
"established" residential neighborhoods. The northeastern coastline is the home of the County's
shipping industry and some of it's finest recreational activities. The eastern and southeastern
sections of the County have seen major increases in residential development but still have large
rural areas within them. The central portion of the County, namely the Cities of Mentor and
Painesville, boast the County's retail hub and government seat, respectively.
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In recent years, Lake County has experienced significant retail growth, in terms of both retail
sales and in new construction of retail establishments. Lake County had the highest retail
occupancy rate (96.3 percent) of any county in the greater Cleveland area in 2000, according to
a market analysis conducted by C. B. Richard Ellis Co. However, the effects of the national
economic downturn dropped that mark down four percent in 2001. According to the same market
analysis encompassing eight counties, retail vacancies for northeast Ohio reached a thirteen year
high in 2001. However, the City of Mentor, Lake County’s retail hub, is currently the seventh
largest city in Ohio in terms of retail sales. The study included Cuyahoga, Geauga, Lake,
Lorain, Medina, Portage, Stark and Summit counties, and was limited to retail outlets greater than
50,000 square feet.

Retail giants such as K-Mart, Walmart, Kohl's, Dick's, Best Buy, Circuit City, Target, Giant
Eagle Supermarkets, Home Depot, Office Max, Walgreens, CVS, Regal Cinemas and B.J.'s
Wholesale Club have built new stores or remodeled existing buildings within Lake County in
recent years. Kaufmann's department store completed a 13,000 square foot expansion in 1999
at their Great Lakes Mall location in the City of Mentor. Although commercial establishments
such as Big Boy Restaurants, Lone Star Steakhouse, Casa LaSalle Furniture, Ames and DIY Home
Improvement Stores have closed their facilities in Lake County in recent years, new establishments
such as Olive Garden Restaurants, Babies R Us, Lowe’s, Bennigans and Max and Erma’s have
already replaced them or are in the process of moving into the County.

Several very large retail complexes have been constructed in Lake County in the last couple
of years including Diamond Center in the City of Mentor and Willoughby Commons in the City
of Willoughby. Several more retail developments are currently under construction or are on the
planning table. One of those is the Shamrock Business Center on 300 acres overlapping the Cities
of Mentor and Painesville, which includes 700,000 square feet of retail and 800,000 square feet
of light industrial space, as well as a hotel/conference center. The whole complex could take an
estimated ten years to complete construction.

Another huge retail development, which is in it’s infancy, is a 110 acre site in the City of
Willoughby at the southeast corner of State Route 2 and Lost Nation Road - one of the last
undeveloped parcels on the western end of that highway. Developers for this property, dubbed
“Riverside Commons” in deference to it’s proximity to the Chagrin River in the City of
Willoughby, plan to build a combination of four retail establishments totaling 500,000 square feet
on sites of eleven to eighteen acres. They are also proposing to create a hotel or assisted living
center near the interchange, and to develop seven one-acre parcels suited to restaurants and banks.
Additionally, the site includes 108 acres which are zoned for industrial use and plans are to expand
that southern portion of the site as such to connect to a similar industrial parkway bordering it in
the City of Mentor. While excavation of the site is already underway, the entire development
cycle may take up to ten years for this site.
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Lowe’s Home Improvement Stores recently opened a brand new store in the City of Mentor
on the former site of a DIY Home Improvement store which closed in 2001. In addition, Lowe’s
has begun construction on another new structure in the City of Willoughby. Giant Eagle
Supermarkets moved one of their stores in Painesville Township to a brand new 84,500 square
foot store within the township and Tops Friendly Supermarkets recently opened a 49,000 square
foot new store in Madison Township. Other new retail establishments built in the County within
the last year include a Gander Mountain hunting, fishing and camping equipment store, a Gordon
Food Service bulk grocery store and construction has begun on a new Barnes and Noble Bookstore
on the grounds of the Great Lakes Mall.

Since 1990, when the County, as a whole, became an enterprise zone, the County and its
municipalities have been utilizing tax abatement incentives in attracting new businesses to relocate
to the County or expand existing facilities within the County. Those businesses granted
abatements have not only increased the tax base of the County for future years but they have also
provided additional jobs, thereby generating additional income tax revenue for the local
municipalities and some school districts. The largest expansion to date that resulted from the
granting of tax abatements was for the Lubrizol Corporation of Wickliffe, one of the County's
largest employers, which received a 90% real property tax abatement on it's $70 million expansion
to it's headquarters.

While the number of real property tax abatements granted in the last couple of years has
dwindled, several significant ones have been approved in the County in recent years including:
APSCO, Inc. in Perry Township ($4.8 million in expansions), Mackenzie Nursery Supply in Perry
Township ($.3 million new construction), Woodline Products, Inc. in Painesville Township ($2.5
million new construction), Libra Industries in the City of Mentor ($1.9 million new construction),
Buyers Products in the City of Mentor ($6.0 million new construction and expansion), Kennedy
Group in the City of Willoughby ($4.0 million new construction), Lake Erie Design Co. in the
City of Wickliffe ($2.0 million new construction), Gould Electronic, Inc. in the City of Eastlake
($1.2 million addition), Winter Equipment Co. in the City of Willoughby ($1.2 million new
construction), and Pressure Technology in Concord Township ($2.2 million in new construction).

In addition to real property tax abatement incentives, businesses have also received abatements
on personal property taxes. These personal property tax abatements have allowed businesses to
expand their machinery, furniture, fixtures and other equipment resources. The benefit to the
County and its subdivisions with tax abatements is an increase in tax revenue which, although
collected at less than 100% of actual valuation initially, is still revenue that probably would not
have been generated without the abatement program. In recent years, Lake County municipalities
have been working with their local school district boards to direct some of the new income tax
dollars generated by the abatement agreements to fund the school districts. The tax abatement
program continues to be a viable source of retaining industrial, commercial and retail businesses

in the County and encouraging new development.
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Industry is a vital source of income and jobs to the County. The majority of the County's
industrial facilities are in the western half of the County. However, Perry Township in the
northeast area of the County is developing it's own industrial park. The growth of this park
received a tremendous boost with the announcement in'1999 that Falkenroth, Inc., the U.S. unit
of a German-owned forging company, not only plans to build an $8 million plant, but also will
move it’s company headquarters to the Township. The company, which produces forklift and
tractor parts, initially will employ 75 people but the company projects that the number will swell
to 175 within three years. Falkenroth's headquarters, now at a distribution center in Memphis,
Tennessee, will be relocated to Perry upon completion of the new 54,000 square foot plant. The
Perry facility will allow the company to produce steel parts that it currently imports from
Germany, thereby reducing transportation costs. The company would be the first tenant in the 375
acre second phase of the Perry Industrial Park.

Several additional industrial businesses have either already constructed new facilities in the
County in the last few years or are planning to do so in the near future. Eaton Corporation is
planning to reopen it’s campus in the City of Willoughby Hills with plans for a 71,000 square foot
renovation and expansion project. The company plans to add $6.0 million in property, furniture,
fixtures and equipment improvements. The City of Painesville is currently progressing in their
development of their Painesville Renaissance Business Park on 42 acres in the City. Cintas
Corporation has already signed on to be the first tenant in the industrial park as they will be
constructing a 45,000 square foot structure on 7.5 acres of the park. Cintas will initially bring
70 new employees to this facility and, once fully operational, that number could swell to 150.
Core Systems, LLC also plans to move to the new business park. Core’s facility, a 94,000 square
foot complex, will be built on 11.2 acres at a cost of $5.9 million and they hope to employ around
130 workers.

In recent years, the County has benefitted from real estate development in recreational-type
complexes. Little Mountain Golf Course, an $8.5 million new course on a 248 acre piece of
property in Concord Township, opened in 2000. In addition to the golf course, the complex will
also feature eighty-one single family homes on one to four acre lots valued around $500,000 each.
Perry Village purchased 25.5 acres of property on Call Road in 2000 with the hopes of developing
it into a park and recreational complex.

The County is very proud of it's own park district, Lake Metroparks. As previously
mentioned, the park district is serving the County well in providing the residents with a quality
park system which is expanding annually while continuing to furnish superior recreational
programs and activities. In recent years the park system has purchased or acquired additional land
in a continuing effort to expand and improve the County’s recreational facilities. In 2001, Lake
Metroparks completed construction on the Greenway Bike Trail. This 4.4 mile bike trail stretches
from it’s northerly point on Jackson Street in Painesville Township down to the Lake
County/Geauga County line in Concord Township. The bike trail, built along the former B & O
" railroad lines, was partially funded by federal monies and the hope is that eventually Lake
Metroparks will be able to tie their bike trail into Geauga County’s trail.
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In addition to the attractiveness of the Lake Metroparks system, the County also boasts that
it is home to the Holden Arboretum, the largest arboretum in the United States. The Arboretum,
which purchased an additional forty-one acres of property in the last couple of years, is a symbol
of the beauty of Lake County and the “western reserve” region. In 2000, Madison Township
purchased the long standing Rabbit Run Theater. Founded in 1946, the Rabbit Run has long
served as a summer stock theater for professional companies out of New York. The Theater has
merged with the Western Reserve Theater Association of Madison to continue the tradition of
providing quality theatrical entertainment to the area. During 2001, the County Commissioners
created the Lake County Arts and Cultural Task Force. The mission of the Task Force is to
determine how arts and cultural programs affect the community and if the public is willing to
financially support them.

One of the more exciting developments occurring in the County in recent years will apparently
come to fruition in April of 2003. Within the last few months, it has been announced that the City
of Eastlake has entered into an agreement with the Columbus Red Stixx, a Class A minor league
baseball team in Georgia, to move their team to Eastlake in 2003. Groundbreaking for a brand
new, $13 million stadium took place in March of 2002. The stadium will be built along the
southern boundary of the City on thirty acres along State Routes 91 and 2. The stadium will
feature 20 loges and will have 4,500 permanent seats and a total capacity of 6,500. Financing for
construction of the stadium is still being finalized but it is hoped that the State of Ohio will
provide 15 percent of the cost. Naming rights to the stadium are also being considered as part of
the financing package. The team recently committed to a twenty-five year lease to stay in Eastlake
~ and they will become the Class A affiliate of the Cleveland Indians, who play just 30 miles west
of the City of Eastlake. In addition to the entertainment value for the area, this venture is
expected to bring approximately 200 new jobs to the County. This exciting development is
considered to be the catalyst to a $50 to $60 million revitalization of Vine Street, a major
commercial market in the City of Eastlake.

Residential development during 2001 added an additional $142.4 million to the real estate tax
base in the County. While down from the previous year’s all-time high of $166.8 million, the
2001 mark is still the second highest amount of residential new construction ever in the County.
The municipalities experiencing continued residential growth include Concord Township ($30
million), the City of Mentor ($21 million), the City of Willoughby ($16 million), Painesville
Township ($12 million) and the City of Kirtland ($12 million). Over the last decade, Concord
Township, Kirtland City, Kirtland Hills Village, Leroy Township, Madison Village, Perry Village
and Perry Township all have experienced over a twenty percent increase in new homes in their
communities. While overall new home starts were down in 2001, early forecasts for 2002 disclose
an expected increase due to the continued low mortgage interest rates.

In the last decade, Lake County has seen almost 7,200 new homes being built, with the City
of Mentor experiencing the largest increase over that time period. Some of the County's most
" recent and larger residential developments either started, completed or proposed in 2001 are as
follows:
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Blackbrook Golfview: As the name indicates, this subdivision overlooks a golf course in the
City of Mentor with fifty-four available lots ranging from 1.0 to 1.3 acres.

Ellison Creek: Phase I of this single family home subdivision in Concord Township will
include seventy-seven lots. Lot sizes vary from one-half acre to 1.3 acres.

Little Mountain Country Club: Located in Concord Township, this subdivision will
feature eighty-two lots, one acre in size, with lots starting at $125,000.

North Creek Villas: Nestled in Painesville Township, sale prices are averaging
about $120,000 for the twenty units in phase I of this development.

Players Club: This upscale multi-phase condominium complex next to the Quail Hollow
Resort in Concord Township offers units ranging from $285,000 to $420,000.

Rocking Horse Farms: The City of Kirtland is home to this subdivision located across from
Lake Farmpark. Nineteen lots ranging in size from 1.2 to 2.3 acres are available with
initial lot sales around $130,000.

Springbrook: Featuring lots situated on what was previously farmland with acreage ranging
from one-half to one and one-half acre, this City of Mentor subdivision will house twenty-
one single family homes with initial home sales around $250,000.

Stonehaven: This Concord Township condominium complex is a multiphase development
with units averaging $250,000.

The Retreat at Chapel Cove:  This condominium development in Madison Township, when
completed, will include one hundred and sixty units ranging in price from $130,000 to
$175,000. This development is being built in conjunction with the requirements of a
Conservation Development Program. This program requires the preservation of the natural
character of a site throughout the development process.

The Woodlands:  This subdivision in the City of Willoughby will contain 124 single family
homes within this forty-five acre subdivision. Appropriately named, deed restrictions
require that this subdivision be developed under woodlands conservation guidelines. The
initial phase of this development will contain thirty-eight lots with most at .3 acres in size.

Woodnorton: This huge, but still unapproved development on 380 acres in the City of
Mentor, would feature over six hundred single family homes and condominiums. The
unique residential and commercial development will consist of 160,000 square feet of office
area and 110,000 square feet of commercial service area. Over fifty percent of the entire
development will be undeveloped green space. Actual development at this site could span
over ten years and it would be the 1argels,; single development ever in Lake County.
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While the County has been benefitting from the tremendous residential, commercial and
industrial growth in recent years, there has been a concerted effort taken to preserve and protect
the County's natural waterways, parks and wetlands. Groups such as the Grand River Partners
and the Chagrin River Watershed Partners, along with the Lake County Soil and Water
Conservation District and the County Commissioners, are cognizant of the fact that the County
is rich in natural beauty and they are constantly working to protect one of the County's greatest
assets. ’

As has been the case for well over the last decade, retail sales in the County continued to
perform well. Although the national and state economies took downturns during the year, Lake
County actually experienced a slight increase in sales tax revenue in 2001 versus 2000, which
generated almost $14.4 million. Previous annual growth increases have reached as high as 14.0
percent. The addition of the retail superstores and the other developments previously mentioned
have bolstered the retail sales in the County.

Tourism in Lake County is a very important part of the local economy. Over $475 million
in tourism dollars was injected into the Lake County economy in 2000. In addition, tourism in
Lake County generates about 11,500 full-time jobs within the County. With the shores of Lake
Erie as it's northern boundary and it's close proximity to the City of Cleveland, Lake County
offers a great deal in terms of recreational, cultural and historical activities. Among such activities
in the latter group is the home of James A. Garfield, or "Lawnfield" as it is more commonly
known. The twenty-nine room home of the former president of the United States reopened in
1998 after a $11.8 million renovation. Over $35 million in hotel renovations have been completed
in the past two years to attract local and out-of-the-area trade to Lake County, including a $12
million renovation to the Quail Hollow Resort and Country Club in Concord Township. In
addition, construction was completed in 2000 on the new Lawnfield Inn and Suites in the City of
Mentor. This 40,000 square foot facility, named after the former President, has fifty rooms and
cost $4 million to complete. A second Holiday Inn Express is projected to be built in the City of
Mentor by the same developer who built the first one a few years ago. This hotel will feature the
City’s first indoor hotel pool and sixty-eight rooms. It will be built on the current site of a Perkins
Family Restaurant which will be razed for a new 6,000 square foot Perkins on the site.

Employment fields in Lake County are very diversified, with manufacturing and trades as the -
two largest. The service-oriented field is becoming a more popular field each year and is now the
third largest employment field in the County. The County's 2001 average unemployment rate of
5.0 percent was a significant increase over the 2000 rate of 3.6 percent. This compares to the
national and state 2001 average unemployment rates which were at 5.8 and 4.8 percent,
respectively. The federal, state and County all experienced unemployment increases due to
downturn in the national economy during 2001.
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MAJOR INITIATIVES
CURRENT YEAR:

As times change, the needs of the Lake County citizenry have changed and, as a result, the
County government has had to adjust accordingly. About a decade ago, the County
Commissioners commenced a very aggressive capital improvements program designed to expand
and enhance county administration, court and office buildings. In recent years, among other
projects, construction was completed on the new headquarters of the Lake County Narcotics
Agency, the former Department of Human Services (now Job and Family Services) moved into
their totally renovated facility, and portions of the County Administration Building and Nolan
Building were renovated. Early into the new millennium, Lake County government is
experiencing continued growth and expansion.

On February 6, 2001, the new Lake County Sheriff's Misdemeanant Facility on Blase Nemeth
Road in Painesville Township became operational. This 76 bed facility houses inmates who are
on a daily work release program for committing misdemeanant crimes. The State of Ohio
Department of Rehabilitation and Corrections contributed over $2.7 million of the total $3.5
million in construction costs for this 15,300 square foot facility. The addition of the Narcotics
Facility and the Misdemeanant Facility along with the County's Detention Facility and Forensic
Crime Laboratory, both of which are fairly new facilities, will provide Lake County residents
high-class law enforcement facilities which should serve them well for many years to come.

Due to the backlog of cases pending in the Lake County court system, the State previously
ordered the County to create an additional common pleas court which commenced operations in
January, 2001. As a result of this mandate, and in order to provide additional space for existing
courts and other judicial departments which had been housed in cramped quarters, the County
Commissioners purchased the old Painesville Post Office Building in 1996 for $425,000.
Renamed the “Lake County Courthouse West Annex” by the County Commissioners in March of
2001, this facility was completely renovated, at a cost of $6.6 million, to house the Lake County
Probate Court and the Lake County Clerk of Courts Office.

In May of 2001, Phase II renovations began for new courtrooms, classrooms, restrooms,
support offices and elevators in the Lake County Juvenile Justice Center. In this phase of
construction, the first area of the facility renovated was the lower level of the building which
formerly housed the Clerk of Courts Title Bureau. This area was redesigned for additional
classrooms, conference rooms, and offices for the attorneys assigned to Juvenile Court. The
lower level area renovations were completed in February, 2002. The next step of this phase was
the renovation of the former administrative area of the upper level of the Center. Three new
courtrooms and upgrades to all interior finishes in the main courtroom and surrounding support
~ offices were the primary improvements in this part of Phase II.
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The total cost for Phase II was approximately $3.0 million and followed a $2.3 million Phase
I renovation which was completed in March, 2000. This phase of the project consisted of
construction of a 8,000 square foot addition to the front of the Juvenile Justice Center which
provided additional courtrooms, more offices for administration and staff, and an enhanced
security entranceway into the Justice Center.

The State of Ohio initiated a state-wide program during 2000 whereby they are creating “One
Stop Shops” where residents can renew their annual auto license registration, renew their drivers
license and make any auto title changes all at one location. In November of 2000, the County
Commissioners awarded a bid for the lease of 7,400 square feet of office space in Long Meadow
Square Shopping Plaza in Perry, Ohio to house the Lake County Clerk of Courts Title Division
and the Ohio Bureau of Motor Vehicles License Bureau and Drivers Examination Station. The
County is leasing this space at a cost of $66,230 per year for the next five years. A sublease
arrangement was also negotiated between the County and the State of Ohio Department of Public
Safety for their portion of the office space. Near the end of the 2000 calendar year, construction
began on the renovation of the interior of this office building. Tradesmen from the Lake County
Buildings and Grounds Department performed the majority of the renovation work which was
completed in June of 2001 for approximately $83,000.

In July of 2001, installation began on the long awaited upgrade to the countywide 800
megahertz (MHz) radio system, which services all Lake County public safety agencies. Bids were
received in November, 2000 and awarded to Motorola Radio Corporation in the amount of
approximately $7.9 million for the purchase of a digital 800 MHz radio backbone system with
mobile and portable radio units for all police, fire, school buses, and other public safety agencies.
Funding for the radio system upgrade came from The First Energy Company, owners of the Perry
Nuclear Power Plant located in the County, and Laketran, the County's public transit system who
both contributed $3 million towards the project. The remaining costs for the new system came
from the County and the other local governmental entities who utilize the system. Motorola
Corporation and the Lake County Telecommunications Department jointly completed the
installation of the system which was completed in October of 2001 at a total cost of $12 million.

With the creation of the new Job and Family Services Department, the former Department of
Human Services and the Employment and Training Act (ETA) departments are merging into one
department. As a result, a portion of the Job and Family Services Center needed to be redesigned
to house the former ETA department and it’s employees. In April of 2000, the County
Commissioners contracted with an architectural firm for renovations of the Job and Family
Services Center. This project was competed in November of 2001, at a cost of approximately $.2
million, and included new offices for the former ETA division as well as the construction of a new
computer training lab for clients involved in job training programs. The lab can also be utilized
by any County employees desiring to learn new software programs or enhance their skills on
others.
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In November of 1999, the Lake County Board of Commissioners hired an architectural firm
to design an addition as well as a complete renovation of the 95 year old Lake County Courthouse.
The entire year of 2000 was spent in meetings with the firm and various County officials to
determine space allocations and needs. Design work actually commenced during 2001 with
approval from the County Commissioners and the County Judges of the final design finally
achieved toward the end of 2001. The project went out for bid in late 2001 and construction
began in the spring of 2002. This massive project will be performed in phases with an estimated
final completion in the spring of 2004. Once completed, the current courtrooms in the “new”
Courthouse will have been totally refurbished and two totally new courtrooms will have been
added. Additionally, new hearing rooms, conference rooms, public restrooms, elevators, security
access, and mechanical systems will be included in this estimated $11 million judicial project.

The County Commissioners purchased a vacant four-story office building located at 153 East
Erie Street, just east of the Juvenile Justice Center in Painesville, in May of 2001 at a cost of
$450,000. Although nothing has been finalized as of yet, preliminary discussion has begun
regarding the relocation of some departments to this building. A fair amount of renovation work
will need to be performed before any County departments will be able to be housed in the facility
and, due to the magnitude of other projects currently underway, remodeling of this building will
be temporarily put on hold.

The County Commissioners, through the Lake County Department of Utilities, have been very
active in water and wastewater repair projects and new installation projects. During 2001, twenty-
five utility line projects were in progress at some point during the year. The largest project
currently ongoing is the expansion of the Greater Mentor Wastewater Treatment Plant (GMWTP).
This expansion is necessary to meet the growing needs of the County, as new construction
continues to flourish, and also to meet more stringent requirements of the federal and state
Environmental Protection agencies. Once completed, this expansion will increase the capacity of
the facility from 14.2 to 20.0 million gallons per day. This capital venture, which is estimated
to cost $37 million, is being financed by a Ohio Water Development Authority loan. Effective
in April of 2001, the County Commissioners raised the wastewater utility rate from $46.20 to
$58.17 per quarter for approximately 36,000 customers the County services. In addition, the
Commissioners also raised the sanitary sewer tap-in fees for customers utilizing the GMWTP from
$1.125 to $5.705 per gallon, per day. These rate increases are to provide additional operating
revenues and to assist in paying off the debt issued for the Mentor Treatment Plant.

In May of 1999, the County Commissioners approved the creation of the Geographic
Information Services (GIS) Department. This department is responsible for the development and
maintenance of a new, computerized digital mapping system which will utilize data from a variety
of governmental departments and other agencies to produce a single map with multiple overlays
displaying a wealth of information. The Commissioners, in May of 1999, hired a GIS Director
to manage the new department, which is governed by the GIS Board comprised of a County
Commissioner, the County Auditor and the County Engineer. Each of those three departments
is funding the operation of the GIS Department on an equal basis.
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More than 80% of information used by government agencies today is geographically
referenced, e.g. road facilities, fire hydrants, zoning districts, service districs, etc. Asa result,
the development of the highly accurate base map is critical is GIS mapping system. Lake
County’s base map, which will be completed in 2002, includes parcel mapping, digital aerial
photography, street networks, two-foot contours, building footprints, bridges, streams, lakes and
other layers. Once the base mapping is complete, additional information will be added such as
appraisal records, voting precincts, utility lines, hazardous materials locations, emergency
planning zones and much more. All of these mapping layers and their associated descriptive
information will be available through the Internet, allowing government, citizens, and commercial
interests uncomplicated access th information that traditionally was located in various offices
across the County in incompatible formats.

FUTURE PROJECTS:

As shown in the expenditures table and graph further on in this letter, the criminal justice
system and public safety in Lake County consumes a large portion of the General Fund budget.
As previously disclosed, a majority of the recent capital improvement projects are for
improvements and/or additions to court buildings and other judicial system offices. Due to the
magnitude and cost of the County Courthouse renovation project, there are no major renovation
projects planned until that project is near completion. However, that does not mean that some
smaller renovation projects and office relocations might not take place. As the year 2002
progresses, some of the proposed departmental expansions and/or relocations will become clearer
and decisions will be made by the Commissioners in an ongoing effort to improve County services
to it’s residents.

However, already planned for 2002 is the relocation of the Lake County Department of
Utilities Billing Center from their current office in Perry Township into one of two possible
facilities in downtown Painesville. It is also anticipated that the Lake County Educational Services
Center will be moving out of the County Administration Building at some point during 2002.
Therefore, their current space would be available for the expansion of the Veterans Services
Office and the County Auditor’s real estate appraisal division. Additionally, re-roofing of the
County Administration Building, the County Home, and the Caley Home are planned for the
summer of 2002. Construction will begin in 2002 on a new State Route 2 maintenance garage for
the County Engineer’s Office.

In 1996, local officials signed a cost-sharing agreement with the State of Ohio for construction
of a $15 million highway interchange at Interstate 90 and State Route 615 in Mentor, near Kirtland
Hills. This interchange would provide an alternate route for traffic on I-90 and is expected to ease
traffic problems in the southern half of Mentor and other communities to the south and the east.
In 1999, the State of Ohio gave the approval for this project and construction began in 2000 with
the repositioning of certain overhead utility lines and the widening of a couple of intersections
" nearby the future interchange. Ground breaking for the construction of the interchange itself took
place in June of 2002 with an estimated completion date sometime in late 2003 or early 2004.
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Lake County was recently approved for $100,000 funding for a State Route 2 Planning Study.
The average daily traffic on this important County corridor has increased from about 29,000 in
1955 to approximately 79,000 on the east end portion and 93,000 on the western half of the
highway. Pavement overlays were last performed in the mid 1980's and additional overlays will
be applied between 2002 and 2004. However, the original design life will be reaching its limit
in the next few years and the highway could be facing significant deterioration if this is not
addressed. As a result, the Major Investment Study (MIS) will be conducted as the first step
~towards rebuilding the highway. The study, which will review potential widening of lanes,
interchange reconfiguration, and light and median barriers, will cost about $500,000.

Per Ohio law, the County Auditor is required to reappraise all real estate property in the
County every six years. In between each six year appraisal, the County Auditor is required to
“update” real estate valuations based upon sales that transpired during the three years subsequent
to the last reappraisal. The last reappraisal for Lake County was conducted for tax year 2000,
which was effective for taxes billed during calendar year 2001. The next required update will be
for tax year 2003 and the Auditor’s Office will be commencing work on that project during the
second half of 2002. The results of that project will be submitted to the State of Ohio Department
of Tax Equalization for their approval during 2003.

Government security has become a priority at all levels throughout the United States in light
of the events of the last year and Lake County is addressing that particular issue with each of the
improvement projects it is undertaking. ~As evident by the magnitude of some of the projects
taken on in recent years, it is apparent that the County is taking a pro-active approach in keeping
up with the changing times. The ultimate goal of any and all changes is to better serve and protect
the citizens of the County.
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DEPARTMENTAL HIGHLIGHT: THE LAKE COUNTY TELECOMMUNICATIONS
DEPARTMENT

In the mid 1980's, the County was about to venture into several significant communication
projects which would require ongoing technical support and service. In 1985, the County had
opened their Emergency Operations Center (EOC) which was equipped with a County-wide, state-
of-the-art, 800 MHz radio system serving all of the public safety agencies in Lake County, as well
as over 450 school buses throughout the County’s school systems. At that time, the County
needed someone to provide support for this system as well as the County government phone
system. In 1985, the Board of County Commissioners at that time created the Lake County
Telecommunications Department which was designated to be a high-tech maintenance department
for these systems as well as others which were on the horizon including an emergency 9-1-1 police
and fire dispatching system and a County-wide emergency siren system.

Initially in 1985, the Telecommunications Department consisted of two radio technicians, one
telephone technician, a secretary and a director, all of whom were responsible for the equipment
at the EOC. Since it’s inception, the Telecommunications Department has expanded in it’s
responsibilities where today there are now eleven technicians, two office personnel, an assistant
director and a director. Today, responsibilities for this Department not only include several times
the amount of equipment originally assigned, but also includes 24 hours/7 days a week “on-call”
support for all essential equipment.

The Department is currently organized into three divisions consisting of telephone, radio and
jail. The telephone division has four technicians and maintains nearly 3,000 telephones, fax
machines, and PBX equipment. In addition, this division also provides all cable installations
throughout the County offices/buildings. The radio division has three technicians and an assistant
director and is responsible for the maintenance and administration of the new 800 MHZ radio
system. Additionally, the radio technicians maintain over 450 school bus radios, a 450 MHZ
paging system, eight new dispatch consoles, five digital microwave sites, over three hundred 800
MHZ radios, fifty evacuation sirens, and all other electronic equipment housed at the EOC. The
jail division has four technicians, all of which are electricians. Their responsibilities include all
cameras, monitors, intercoms, door locks, 365 card readers, metal detectors, and all other
electrical equipment at the Lake County Detention Center, the Misdemeanant Detention Facility
and the Juvenile Detention Center.

In 2001, the Telecommunications Department was extremely active in a variety of projects.
The Department was involved in the many construction projects which were ongoing during the
year in regards to cable and equipment installations. In addition, the Department assisted in the
installation of the new radio system and also various security enhancements at the Job and Family
Services Center, the EOC, and the Juvenile Justice Center. All of these improvements were over
and above the Department’s daily maintenance and support services that they provide the various
County departments.
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DEPARTMENTAL HIGHLIGHT: THE LAKE COUNTY TELECOMMUNICATIONS
DEPARTMENT (Continued)

In the near future, the Department will be involved in several new projects, the largest of
which will be the construction of a new 300 foot radio tower in Madison Township as part of the
County-wide radio system. In addition, fifty alert sirens will be replaced in the west-end of the
County. Also, the Department will be heavily involved in the construction of the “State-of-the Art
Courtroom” for the Common Pleas Courts as well as a new video security system for the County
Courthouse including over fifty security cameras, seventeen monitors, five digital video recorders
and a multitude of duress alarm buttons.

The Lake County Telecommunications Department has been providing, and continues to
provide, quality technical support and maintenance for all County agencies and departments and
their communication systems. By providing twenty-four hour support for integral existing
systems, installing new equipment upgrades, and researching cost-saving technologies, the
Department is providing a valuable function not only for the County government but for all
political subdivisions of the County and, most importantly, the citizens of Lake County.
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FINANCIAL INFORMATION

ACCOUNTING SYSTEM AND BUDGETARY CONTROLS

The County's day-to-day accounting and budgetary records are maintained on a basis other
than GAAP. For financial purposes, the accounting records are converted to the modified accrual
basis for all governmental and fiduciary funds and the accrual basis for proprietary funds. A
further discussion of the two basis of accounting can be found in Note B to the financial statements
and their reconciliation can be found in Note D.

Budgetary appropriations for the operation of the County's departments are established through
the adoption of the annual appropriation resolution by the Board of County Commissioners.
Budgetary control is facilitated through the maintenance of an encumbrance system for purchase
orders and through the use of the County's financial accounting system.

The County maintains budgetary control within an organizational unit and fund by not
permitting expenditures and encumbrances to exceed appropriations. Administrative control is
maintained through the establishment of object code line item budgets. Funds appropriated may
not be expended for purposes other than those designated in the appropriation resolution. For
most budgeted funds, appropriations are made by department and object with the exceptions of
hospitalization, employer's share of pension payments and insurance of the General Fund. For
those items, the Board of Commissioners appropriates separate line items outside of the various
departments.

The budgetary process does not include annual budgeting for certain grant funds because
appropriations are made on a multi-year basis. The budgetary controls are on a project basis and,
therefore, comparisons with annual appropriated funds do not provide meaningful data and are not
presented.
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INTERNAL CONTROLS

The County's internal controls are reviewed annually as a part of an independent audit. In
developing and revising the County's accounting and reporting control system, consideration is
given to the adequacy of internal controls to provide reasonable but not absolute assurance

regarding:

o The safeguarding of assets against loss from unauthorized use or disposition, and

e The reliability of financial records for preparing financial statements and maintaining

accountability for assets.

The concept of reasonable assurance recognizes that:

e The cost of a control should not exceed the benefits likely to be derived, and

e The evaluation of costs and benefits requires estimates and judgements by management.

County management believes that internal controls adequately meet the above objectives.

GENERAL GOVERNMENT REVIEW

The following schedule presents a summary of General Fund, Special Revenue Funds, Debt
Service Funds and Capital Project Funds revenues for the fiscal year ended December 31, 2001,

and the amount and percentage of increases (decreases) in relation to prior year revenues.

Revenue Source

Property tax

Sales tax

Other taxes

Fees and charges for
services

License and permits

Fines and forfeitures

Intergovernmental

Special assessments

Investment income

Miscellaneous

Total Revenues

Increase
(Decrease)
001 2000 Dollars  _Percent

$44,297,531 $ 44,409,144 $(111,613) (0.3)%
14,359,797 14,271,275 88,522 0.6
3,706,164 3,295,135 411,029 12.5

15,086,538 10,788,813 4,297,725 39.8

753,230 623,501 129,729 20.8

606,364 646,158 (39,794)  (6.2)
58,654,722 55,511,102 3,143,620 5.7

771,156 642,675 128,481  20.0

7,452,949 10,078,522 (2,625,573) (26.1)
4.885.033 4.202.667 682,366 16.2

$150.573.484 $144.468.992 $6.104.492 4.2%
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DISTRIBUTION OF 2001 REVENUE

(39.0%) Intergovernmental

Fines &
forfeitures  (0.4%)

Sales tax  (9.5%)

Special
assessments
(0.5%)

Miscellaneous
(3.2%)
. (0.5%) ¥
Licenses & perm?gs i
Fees and charges
(10.0%) for services

(2.5%) Other taxes

5.0% i
Property taxes (29.4%) (5.0%) Investment earnings

As illustrated in the table on the previous page and in the pie chart above, the two major
sources of revenue for governmental funds are intergovernmental revenues and property tax
revenues, which account for 68.4 percent of all revenue of governmental funds. Property tax
revenue decreased slightly in 2001 because in 2000 the County reached a settlement with the
owners of the Eastlake Electric Coal Plant over the real estate property valuation dispute. This
settlement resulted in the payment of prior delinquent taxes in 2000. Intergovernmental revenues
increased by 5.7 percent in 2001 primarily due to additional federal and state funding for the
Board of Mental Retardation and Developmental Disabilities, and the Board of Alcohol, Drug
Addiction and Mental Health Services. A corresponding increase in the human services and health
expenditure functions is shown in the expenditures table which follows.

The largest revenue source increase was in charges for services. This 39.8% increase for this
source is attributed to: a) an increase in fees from the County Sheriff due to the opening of the
new Misdemeanant Detention Center, b) an increase in Recorder’s fees due to an increase in the
volume of documents filed, and c¢) a $1.8 million in fees collected in the 800 MHZ
Communications System Fund which partially funded the County’s new radio system.

The $0.4 million increase in the other taxes revenue source is solely due to an increase in
conveyance taxes collected in 2001 which are charged on each transfer of real estate property in
the County, which could be attributed to mortgage interest rates dropping to their lowest point in
many years. In contrast, those same decreases in interest rates resulted in 26.1 percent decrease
in investment income as compared to the $10.1 million earned in 2000.
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The 0.6 percent increase in sales tax revenue discloses a continuing trend in the Lake County
economy. Sales tax revenue has increased every year for well over a decade. It is worth noting
that while the majority of the country was suffering through a recession in the economy in 2001,
especially after the September terrorist attacks, Lake County actually showed an increase in sales
taxes collections, albeit a modest increase. Licenses and permits increased by 20.8 percent in
2001 versus 2000 due to an increase in permit fees issued by the County Building Department.
Miscellaneous revenue, which accounts for a variety of types of collections, increased by 16.2
percent and is attributed, in part, to reimbursements received by the Board of Alcohol, Drug
Addiction and Mental Health Services and the Job Training and Partnership Act program.

The increase in special assessment revenue is due to collections on new assessments which
correspond to additional special assessment debt issued within the last two years. This revenue
increase is offset by corresponding increases in principal and interest expenditures. The decrease
in the fines and forfeitures revenue source is due to a reduction in fine collections credited to the
Narcotics Agency and the County Engineer’s Auto License and Gasoline Tax fund. Overall, total
revenue for governmental funds rose 4.2 percent in 2001.

The following schedule presents a summary of General Fund, Special Revenue Funds, Debt
Service Funds and Capital Project Funds expenditures for the fiscal year ended December 31,
2001 and the amount and percentage of increases (decreases) in relation to prior year expenditures:

Increase Percent
(Decrease) of Total
Function 2001 2000 Dollars Percent 2001
Current:
General government $ 12,052,921 $ 11,929,295 $ 123,626 1.0% 8.0%
Judicial and public
safety 26,528,951 23,783,107 2,745,844 11.5 17.6
Public works 6,182,537 6,208,664 (26,127) (0.4) 4.1
Human services 54,796,519 48,237,843 6,558,676 13.6 36.3
Health 18,361,515 15,911,633 2,449,882 154 12.2
Community and
economic development 3,344,179 3,545,111 (200,932) (5.7) 2.2
Fringe benefits and
insurance 7,186,988 5,851,094 1,335,894 22.8 4.7
Debt Service:
Principal 2,306,450 1,707,350 599,100 35.1 1.5
Interest 1,429,357 1,417,741 11,616 0.8 1.0
Capital outlay 18,651,709 18.986.304 (334.595) (1.8) 12.4
Total Expenditures $150.841.126 $137.578.142 $13.262.984 9.6% 100.0%
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DISTRIBUTION OF 2001 EXPENDITURES

(36.3%) Human services

Fringe benefits
and insurance (4.7%)

Public works
4.1%)

Debt service
Health (12.2%) (2.5%)
General government Judicial and

(8.0%) (17.6%) public safety

Community and economic
Capital outlay  (12.4%) (22%) development

Total expenditures for all governmental funds increased 9.6 percent in 2001 as compared to
2000. The human services function, by far the largest governmental funds expenditure function,
accounted for 36.3 percent of total governmental fund expenditures in 2001. Expenditures for this
function, as well as the health function, increased by 13.6 percent and 15.4 percent, respectively,
as a result of the corresponding increase in certain federal and state grant programs, as previously
discussed in the revenue analysis.

The judicial and public safety function which is the second largest expenditure function
increased by $2.7 million primarily due to: a) the operating costs for Misdemeanant Detention
Facility which opened in 2001, b) the creation of a fourth general common pleas court for the
County which commenced operations in January, 2001, and c) increased operational costs in the
County Prosecutor’s Office and the overall County court system.

The increase of 22.8 percent in 2001 expenditures relating to fringe benefits and insurance are
due to an increase in health care coverage for the County’s employees and a temporary reduction
in the employer’s share of the Public Employees Retirement System (PERS) pension obligations
for the 2000 fiscal year. The temporary reduction by PERS resulted in reduced pension costs in
2000 and, when the reduction was eliminated in 2001, employer rates returned to the previous
year’s rates. .
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Community and economic development expenditures decreased by $0.2 million in 2001 due
to a reduction in Community Development Block Grant expenditures. Capital outlay was the third
largest function during 2001 and reflects the significant infrastructure improvements previously
discussed. The general government and public works functions both experienced minor
fluctuations in expenditures as compared to 2000. The increase in debt service expenditures is
the result of additional special assessment bonds and the first payment on the new Juvenile Justice
Center and Courthouse Annex general obligation issue.

The County's General Fund balance at December 31, 2001 was $25.2 million, representing
an increase of $2.9 million over the December 31, 2000 balance of $22.3 million. Overall,
governmental fund balances increased $10.2 million to $93.6 million at December 31, 2001.

PROPRIETARY REVIEW

Lake County's enterprise operations consist of a water distribution system, a wastewater
collection system, a solid waste disposal system and a solid waste recycling program. Total
operating revenues were $34.3 million, which represents an increase of 8.5 percent as compared
to 2000. A portion of this increase is attributed to an increase in sewer rates, effective in April
of 2001, which was passed by the County Commissioners. Total operating expenses were $27.6
million, which represents an increase of 1.2 percent as compared to 2000. This activity resulted
in a $6.7 million gain in operating income for 2001, as compared to a $4.3 gain in operating
income in 2000. After transfers and non-operating revenues and expenses, the enterprise
operations suffered a $1.1 million net income loss. Interest and fiscal charges amounted to $7.9
million and $6.4 million in long-term debt principal was retired during the year. Long-term debt
represents 86.3 percent of total liabilities for the Enterprise Funds. Total fund equity for the
Enterprise Funds was $111.5 million including retained earnings of $22.1 million.

Internal Service Funds operations consist of the Central Purchasing, Mailroom and Garage
departments and the Prescription Self-Insurance Fund. Total operating revenues for these funds
were $3.5 million and total operating expenses were $3.9 million, which represent increases of
31.2 percent and 17.5 percent, respectively, as compared to 2000, due to increased activity in the
Central Purchasing Department and the Prescription Self-Insurance Fund. After transfers, the
Internal Service Funds realized net income of $175,745.

DEBT ADMINISTRATION

At December 31, 2001, the County’s outstanding long-term debt issues are as follows:

General obligation bonds $23,938,300
General obligation loans 465,000
Special assessment bonds 5,246,700
Ohio Water Development Authority (OWDA) loans 51,280,869
Other long-term obligations 32,299,824
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The other long-term obligations consist of debt issued by municipalities which the County
became responsible for when the Lake County Water District was established. In these instances,
principal retirement and interest payments are made directly to the municipalities. In addition,
$32.2 million of the other long-term obligations is for an OWDA loan for the expansion of the
Mentor Wasterwater Treatment Plant which has yet to be amortized.

In addition to the above debt, the County also had short-term debt of $1,024,427 in notes
payable from water enterprise fund revenues and $5,454,000 in notes payable from sewer
enterprise fund revenues at December 31, 2001. The County bond rating, as determined by
Moody's Investor Services, was upgraded to an Aa2 in 2000. Citing the County’s “strong
financial position with ample reserves, growing valuation base and moderate amount of rapidly
retired debt”, Moody’s upgrade from the previous rating of Aa3 means a potential significant
savings in interest charges on future debt issues. Moody’s also cited that they expect “the
County’s financial operations to remain strong as a result of management’s conservative budgeting
practices and strong revenue growth”.

Under current state statutes, the total voted and unvoted net debt of the County, less the same
exempt debt shall never exceed a sum equal to three percent of the first $100,000,000 of the
assessed valuation, plus one and one-half percent of such valuation in excess of $100,000,000 and
not in excess of $300,000,000, plus two and one-half percent of such valuation in excess of
$300,000,000. At December 31, 2001, the County had an unvoted debt margin of $44.8 million
and a direct debt margin of $128.5 million.

CASH MANAGEMENT

The County Treasurer utilizes cash management and forecasting techniques and procedures to
provide for efficient and optimal use of the County's cash resources as permitted by applicable
State of Ohio law. Among the County's many investments, Lake County participates in the State
Treasurer's Investment Pool of Ohio (STAROHIO). The state-wide investment pool was
established in January, 1986, for governmental entities in Ohio and is administered by the
Treasurer of the State of Ohio. In addition to STAROHIO, the Treasurer invests in short-term
certificates of deposit, U.S. government backed obligations and high grade commercial paper.

Cash resources of a majority of individual funds are combined to form a pool of cash and
investments to maximize possible returns and are managed by the County Treasurer. Certain
monies of the County's agency funds are deposited and maintained in segregated bank accounts.
Investment income is allocated to the General Fund and other qualifying funds as prescribed by
Ohio law. Investment income for all County funds during 2001 was approximately $7.6 million.
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RISK MANAGEMENT

The County maintains all comprehensive coverage from private carriers. Coverage is
maintained for property, general liability and elected officials. Insurance premiums paid to private
carriers for property and liability coverage during 2001 amounted to $0.7 million. Coverage is
also purchased from private carriers for health benefits for all County employees. In 2000, the
County Commissioners implemented a new self-insurance program for medical prescription
coverage for all County employees. The employees pay a minimal variable co-payment,
depending on the type of prescription, and the County pays the remainder of the prescription
charge. It is expected that this self-insurance program will save the County money as compared
to the traditional coverage from private carriers which the County has always had.

INDEPENDENT AUDIT

Included in this report is an unqualified audit opinion rendered on the County's financial
operations as well as its assets and liabilities at year-end 2001 by our independent auditors, the
Auditor of the State of Ohio. County management plans to continue to subject the financial
statements to an annual independent audit as part of the preparation of this CAFR. An annual
audit serves to maintain and strengthen the County's accounting and budgetary controls.

OTHER INFORMATION

Lake County participates in the Federal "Single-Audit" program which consists of a single
audit of all federal and federal flow-through funded programs administered by the County. The
Single Audit is conducted under the guidelines established by the Single Audit Act of 1984, as
amended by the Single Audit Act amendments of July, 1996, and U.S. Office of Management and
Budget Circular A-133, Audits of State and Local Governments.

As a requirement for continued federal funding eligibility, congressional legislation has made
participation in the single audit program mandatory for a majority of local governments, including
Lake County. Information related to this single audit, including the schedule of federal financial
assistance, findings and recommendations and the auditor's reports on the internal control
structure and compliance with applicable laws and regulations, are included in the single audit
section of the State Auditor's report.

GFOA CERTIFICATE OF ACHIEVEMENT
The Government Finance Officers Association of the United States and Canada (GFOA)

awarded a Certificate of Achievement for Excellence in Financial Reporting to Lake County for
its Comprehensive Annual Financial Report (CAFR) for the fiscal year ended December 31, 2000.
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In order to be awarded a Certificate of Achievement, a government unit must publish an easily
readable and efficiently organized CAFR, whose contents conform to program standards. Such
reports must satisfy both Generally Accepted Accounting Principles and applicable legal
requirements. A Certificate of Achievement is valid for a period of one year only. Lake County
has received a Certificate of Achievement for the last thirteen consecutive years. We believe our
current report continues to conform to the Certificate of Achievement Program requirements and
we are submitting it to the GFOA. ‘
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ELECTED OFFICIALS AT DECEMBER 31, 2001

BOARD OF COUNTY CO