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We have reviewed the Independent Auditor's Report of the Joint Insurance Health Plan Trust for
the Benefit of North Ridgeville City School District Employees, Lorain County, prepared by
Bober, Markey, Fedorovich & Company, for the audit period April 1, 2001 through March 31,
2002. Based upon this review, we have accepted these reports in lieu of the audit required by
Section 117.11, Revised Code. The Auditor of State did not audit the accompanying financial
statements and, accordingly, we are unable to express, and do not express an opinion on them.

Our review was made in reference to the applicable sections of legislative criteria, as reflected by
the Ohio Constitution, and the Revised Code, policies, procedures and guidelines of the Auditor
of State, regulations and grant requirements. The Joint Insurance Health Plan Trust for the
Benefit of North Ridgeville City School District Employees is responsible for compliance with
these laws and regulations.

JIM PETRO
Auditor of State

September 27, 2002
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INDEPENDENT AUDITORS' REPORT

Board of Trustess
Jomt Insurance Health Plan Trust for the Beneafit
of North Ridgeville City School District Employees
(A Component Unit of North Ridgeville City Schoal District)
Naorth Ridgewille, Ohio

We have audited the accompanying balance sheets of the Joint Insurance Health Plan Trust for the
Benefit of North Ridgevile CHy School District Employees (A Component Unit of Marth Ridgeville City
School District) (the Trust), as of March 31, 2002 and 2001, and the related statements of revenLes,
expenses and changes in fund equity and cash flows for the years then ended, These financial
statements are the responsibility of the Trust's management. Our responsiblity Is to express an Gpmnion
on thesa financial statements based on our audits.

We conducted our awdils in accordance with auditing standards generally accepted in the United States
of Amaerica and standards applicable to financial awdits contained in the Govemnmental Auditing
Standards, Issued by the Comptroller of the United States. Those standards require that we plan and
perfarm the audit to oblain reasonable assurance about whether the financial statements are fres of
matenal missiztement. An audit includes examining, on a test basis, evidence supporting the amounts
and disclasures in the financial statements. An awdit also includes assessing the accounting principles
used and significant estimates made by management, as well as evaluating the overall financial
statement presentation. We befieve that our audits provide a reasonable basis for aur opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of the Trust as of March 31, 2002 and 2001 and its revenues, expanses and changes in
fund equity and its cash flows for the years then ended in confarmity with accounting principles gengrally
accepted in the United States of America.

POLARIS



in accordance with Government Auditing Standards, we have also issued a report dated July 3, 2002 on
our consideration of the Trust's intermal contral over financial reparting and on our tests of its compliance
with certain provisions of laws, regulations, contracts and grants. That report is an integral part of an
audit performad in accordance with Government Auditing Standards and should be read in conunction
with this report in considaring the results of our audit.

Bl Aoty oAy o

BOBER, MARKEY, FEDOROVICH & COMPANY

July 3, 2002



JOINT INSURAMCE HEALTH PLAM TRLUIST
FOR THE BENEFIT OF NORTH RIDGEVILLE CITY SCHOOL DISTRICT EMPLOYEES
{A COMPONENT UNIT OF MORTH RIDGEVILLE CITY SCHOOL DISTRICT)
BALAMCE SHEETS
MARCH 31, 2002 and 2001

2002 2001
ASSETS
Current Assats
Cash and cash equivalents I 1,101,383 k3 752 551
Accounts receivabds - 5,830
Prepaid expenses 23,807 26,178
TOTAL ASSETS 5 1125280 5 785650
LIAEBILITIES
Current Liabilities
Vaouehers payable .4 £3.878 £ a7 044
Ligbdlity for incurfed but not reported claims 318,000 268,000
TOTAL LIABILITIES I72 878 345 044
FUKND EQUITY (DEFICIT)
Resarvad 514, 800 502 000
Unresenmad 3 237 604 _ [=2385)
TOTAL FUIND EQUITY 753 404 430,615
TOTAL LIABILITIES & FUND EQUITY ] 1,125 280 § 785659

The accomganying notes are an integral part of these financial statements
|



JOIMT INSURAMNCE HEALTH PLAN TRUST

FOR THE BEMEFIT OF NORTH RIDGEVILLE CITY SCHOOL DISTRICT EMPLOYEES

(A COMPONENT UNIT OF NOR TH RIDGEVILLE CITY SCHOOL DISTRICT]

STATEMENTS OF REVENUES, EXPENSES, AND CHANGES IN FUND EQUITY

For the Years Ended March 31, 2002 and 2001

REVEMUES
Contributions
Employer
Emplayees
COBRA
Todal contributions
Interest incoma

TOTAL REVENUES

EXPEMSES
Medical claims
Diental claims
Vision claims
Prascription claims
Changa in claims incurred bt net reported
Madical stop-koss
Flu and Hepatitis shats
Aczaunting
Actuarial
Trust managemeant
Lagal fess
Bank fess
Insufancea
Printing costs
Miscallanesus
Madical admeistration
Vision administration
Dental administration
Prescripton administration

TOTAL EXPENSES

Me T CHANGE IN FUMND EQUITY
FURD EQUITY - BEGINMNING OF YEAR
FUND EQLITY - END OF YEAR

The accompanying noles ara an itegral part of these financial statements

2,367 410

2,377 B34
25,450

2,403 393

1,083,008
150,205
32,832
456 689
20,000
78,418
2,770
8,075
11,125
17,653
2,248
8317
1,142
143

54
150,815
6,652
14,2438
8,100

2,080,504

32,789

i

2001

2,364 557
60,855
]
2,433,373
32,911

2 466,284

1,230,786
103,062
30,488
463 805
100,550
6,330
BT
42 450
16,802
7,287
a,818
1,073

21

141 807
6,310
13,462

_ 8,538

2275817

190 4467
248,148
_433815



JOINT INSURANCE HEALTH PLAN TRUST
FOR THE BENEFIT OF NORTH RIDGEVILLE CITY SCHOOL DISTRICT EMPLOYEES
(& COMPONENT UNIT OF NORTH RIDGEVILLE CITY SCHOOL DISTRICT)
STATEMENTS OF CASH FLOWS
For the Years Ended March 31, 2002 and 2004

2002 2001

CASH FLOWS FROM OPERATING ACTIVITIES:
Met change in fund equity 3 32789 0§ 190,457
Adjustments to reconcile net change in fund edquity
fo net cash provided by operaling acfivities:
Changes in assets and Eahilities

Accounts recelvable 6,930 (6,930)
Prepaid expenses 2281 {25,380)
Wouchers payable 6,832 11,456
Liability for incurred but not reported claims _____@20p00 -
NET CASH PROVIDED BY OPERATING ACTIVITIES 3483832 169,613
MNET INCREASE IN CASH AND CASH EQUIVALENTS 346 B32 169613
CASH AND CASH EQUIVALENTS - BEGINNING OF YEAR 782551 532938
CASH AND CASH EQUIVALENTS - END OF YEAR 5 1,101,383 & 752,551

The accompanying notes are an integral part of these financial statements.
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JOINT INSURAMCE HEALTH PLAN TRUST
FOR THE BENEFIT OF NORTH RIDGEVILLE CITY SCHOOL DISTRICT EMPLOYFES
(A COMPOMNENT UNIT OF NORTH RIDGEVILLE CITY SCHOOL DISTRICT)
MOTES TO FINANCIAL STATEMENTS
March 31, 2002 and 2001

NOTE 1 - DESCRIPTION OF THE TRUST

The following description of the Joint Insurance Heaith Plan Trust for the Benefit of North Ridgeville City
School District Employees (Trust) provides only general information, Participants should refer to the Trust
document for @ more complete description of the Trust's provisions

Ganaral

The Trust was established on January 1, 1998 and was funded on April 1, 1998 to pravide health care
benefits to the emplayees of the North Ridgeville City Schoal District (District) The Trustis a component
unit of the District, as defined pursuant to Governmental Accounting Standards and Statement No. 14,
“The Financial Reparting Entity”. The Trust is directed by a ten-member Board of Trustees, four members
appointed by the District's Superintendent and six members appointed by Lacal 278, OAPSE, North
Ridgeville Education Association and AFSCME/AFL-CIO (Unions). The District reports the Trust as an
internal service fund which is defined as a fund to account for the financing of goods or services provided
by cne department or agency to governmental units, on a cost-reimbursement basis. The Trust applies all
GASE pronouncements as well as the Financial Accounting Standards Board pronouncements issued on
or before Movember 30, 1989, unless those promouncements conflict with or confradict GASE
pronouncemeants.

The Trust provides benefits for hospitalization, medical, dental, wision, and prescrigtion drugs as provided
for in the collective bargaining agreement and as may be authorized or permitted by law for efigible
District employees, their families and dependents. In order o manage its claims risks, the Trust has
purchased slop-loss coverage for individual claims during the policy years in excess of $100.000 for the
year ended March 31, 2002 and $50,000 for the year anded March 31, 2001.

Confributions

The Distnct makes contributions fo the Trust in amaounts equal to a budgeted level of funding needs as
calculated by an acluary, but is subject to minimum levels as established by the collective bargaining
agreement. Additional funds are paid to the Administrator to cover costs of administering the Trust The
District makes certain pre-funding contributions to the Trust, which are to fund future benefit axpanses. In
the prior year, the employees were requived lo make contributions through payrofl deductions. in order o
fully fund their 50% share of the budget increase,

urder the pravisions set forth by the collective bargaining agreement.



JOINT INSURANCE HEALTH PLAN TRUST
FOR THE BENEFIT OF NORTH RIDGEVILLE CITY SCHOOL DISTRICT EMPLOYEES
(A COMPONENT UNIT OF NORTH RIDGEVILLE CITY SCHOOL DISTRICT)
MOTES TO FINANCIAL STATEMENTS
March 31, 2002 and 2001

Cost-Sharing

The Trus! provides for a sharing of cost between eligible participants in the plan covered by the Trust and
the District. The cost-sharing is based upon a calculation of plan income as compared to the larger of the
plan’s current year budget or the plan's 1998 budget for costs. The participants 50% share may be
funded through payroll contributions, benefit reductions, or a combination af both

Reclassifications
Certain amounts in the 2001 financkal statements have been raclassified to eanform to 2002 presentation.

Implementation of GASE 34

The Governmant Accounting Standards Board has issued Statement No, 34, Basic Financial Siatements
- and Managements Discussion and Analysis — for State and Local Govermnments. This statement
establshes accounting and financial reporting standards for general purpose external financial reporting
by stale and local governments.  Statement No. 34 will be effective for the North Ridgeville City School
District for their year end June 30, 2003, which will include the Trust's year ending March 31, 2003. The
Trust has not yet assessed the impact of this statement on its financial statements.

NOTE 2 - SUMMARY OF ACCOUNTING POLICIES

Basis of Accounting
The financial statements are prepared using the accrual basis of accounting.

Cash and Cash Equivalents and Deposits

The Trusl invests their cash In money markst funds. The Trust maintains all of its cash balances with ana
bank. The Federal Deposit Insurance Corporation (FDIC) insures such cash balances to a maximum of
S100,000,

Faor purposes of the statement of cash flows, the Trust considers all highly liquid instruments purchaged
with @ maturity of ninety days or fess to ba cash equivalents

At March 31, 2002 and 2001, the carrying amount of the Trust's deposits was $1,101.383 and $752.551,
respectively, and the bank balance was the same, all of which was coverad by federal depositary
insurance or by collateral held by a qualified third party trustee in the name of the Trust

The Trust documents specifically require the maintenance of an insurance resarve, consisting of cash

and investments, 10 provide a minimum funding level within the Trust to provide for future claims. At
March 31, 2002 and 2001 the insurance reserve amount was $514,800 and $502,000, respectively

o



JOINT INSURANCE HEALTH PLAN TRUST
FOR THE BEMEFIT OF NORTH RIDGEVILLE CITY SCHOOL DISTRICT EMPLOYEES
{4 COMPONENT UNIT OF NORTH RIDGEVILLE CITY SCHOOL DISTRICT)
MOTES TO FINANCIAL STATEMENTS
March 31, 2002 and 2001

In addition, effective Apeil, 1999 a run-out reserve account was opened and the prior years budgat
required a monthly deposit of $14,750 to fund the required reserve. with full funding, as determined by
actuarial calculation, required by January, 2001 of $209,000. The required batance in the run-out reserve
for subsequent years is calculated by the actuary and noted in the current years budget, The balance in
the run-out reserve, which agreed fo or exceeded the required amounts, was $319,000 and $299,000 at
March 31, 2002 and 2001, respectively

Concentration of Credit Risk
The trust is insured through Travelers Property Casually for employee dishonesty coverage. A fiduciary
bond of 31,000,000 & maintained for the TrHEtEEEI the Trust actuary, and the Trust manager

Lize of Estimates

In preparing the Trusts financial statements, the Trustees are required to make estimates and
assumptions that affect the reported amounts of Trust assets, llabilities, and benefit obfigations, and the
reported increases and reductions of Trust assets during the reporting pericd.  Actual results could differ
from those estimates

Trust Benefits

Trust liabdities for health claims incurred but not reported are refiected in the Trust's balance shests and
the related statements of revenues, expenses and changes in fund equity, The Trust's independent
actuary estimated claims incufred but not reported as of March 341, 2001 and 2000 based on histarical
trends.

Cost Savings

The Trust provides for 3 cost savings calculation in order 1o distribute any savings by the plan aver the
contributed amount, as adjusted by certain tems. For the year ended March 31, 2002, the cost savings
calculation resulted in an excess of revenue over costs of $308 845, At March 31, 2001, the cost savings
calculation resulted in excess of revenue over costs of $35 558, The Board passed a resolution, in 2000,
to take the excess costs for the year ended March 31, 2000 of $34,358, out of the insurance resarve. and
if there are cost savings in the subsequent year, they would first be used to fund the money taken out of
the reserve. Therefore, the March 31, 2001 cost-savings of $35, 558 wera used fo partially replenish the
insurance reserve and 558800 of the March 31, 2002 cost-savings will be used to complate the
repayment 10 the msurance reserve. The balance in the March 31, 2002 cost-savings will be usad to
reduce the March 31, 2003 budget excess.



JOINT INSURANCE HEALTH PLAM TRUST
FOR THE BENEFIT OF NORTH RIDGEVILLE CITY SCHOOL DISTRICT EMPLOYEES
(A COMPONENT UNIT OF NORTH RIDGEVILLE CITY SCHOOL DISTRICT)
NOTES TO FINANCIAL STATEMENTS
March 31, 2002 and 2001

NOTE 3 - FEDERAL INCOME TAXES

The plan established under the Trust is qualified pursuant to the Section 501(c)(9) of the Intemal
Revenue Code, and, accordingly, the trust's net investment income is exempt from income taxes. The
plan obtained its latest determination letter on January 13, 1899, in which the Internal Revenue Service
siated that the plan, as then designed, was in compliance with the applicable requiremeants of the Intamal
Revenue Code. The plan has been amended since receiving the determination letter. Hawever, the plan
admenistrator and the plan’s tax council believe that the plan is currently designed and being aperated in
compliance with the applicable requirements of the Internal Revenue Code. Therefare, no provisian for
income taxes has been included in the plan's financial staterments.

NOTE 4 = UNPAID CLAIMS LIABILITIES

The trust establishes a liability for both reporied and unreported insured events, which includes estimates
of both future payments of losses and related claim adjustrment expenses, both allocated and unaliocated
The following represents changes in those aggregate Rabilities for the Trust during the past two years.

2002 2001

Unpad claims and claim adjustment
expenses at beginning of year 5 335244 3 322 278

Incurred claims and claim
adjustment expanses:
Provision for insured evants
of curent year 2,081,734 2,217,221
Increasas in provision for
insured avants of prior
years = P

Total incurred claims and
claim adjustment expenses 2,417,978 2,539,489



JOINT INSURANCE HEALTH PLAN TRUST

FOR THE BENEFIT OF NORTH RIDGEVILLE CITY SCHOOL DISTRICT EMPLOYEES
(A COMPONENT UNIT OF NORTH RIDGEVILLE CITY SCHOOL DISTRICT)

MOTES TO FINANCIAL STATEMENTS
March 31, 2002 and 2001

2002
Payments:
Claims and claim adjustmant
expenses attributable o
insured events of current
year 8 (1,715385)
Claims and claim adjusimant
expenses gtributable to
Insured avents of prior years (336 244)
Total payments (2,051 629,
Total unpaid claims and
claim adjustrmant
expenses at end of vear Z 356,349
Schedule of unpaid claims and
claim adjustment expenses at end
of year.
Portion of sccounts payable that
relates to claims expenses z 47,349
Liability for incurred but mot
reported claims 318,000
3 366,349

10

2001

5 (1.880,977)
(322,278)
(2,203,255)

-] 336 244

5 37,244

285,000

b 336 244
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BASED ON AN AUDIT PERFORMED IN ACCORDANCE
WITH GOVERNMENT AUDITING STANDARDS

Board of Trustees
Joint Insurance Health Plan Trust for the Benefit
of North Ridgeville City Schoal District Employees
(A Companent Unit of North Ridgeville City Schoal District)
Morth Ridgeville, Chio

We have audited the financial statements of Joint Insurance Health Plan Trust for the Benefit of Norh
Ridgeville City School District Employees ( A Component Unit of North Ridgeville City School District) {the
Trust) as of and for the year ended March 31, 2002 and have issued our report therecn dated July 3,
2002, 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 the Governmenial Apeiting
Standards, issued by the Comptroller of the United States

Compliance

As part of obiaining reasonable assurance about whether the Trust'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
determinaticn of financial statement amounts. However, providing an opinion on compliance with those
provisions was not an ohjective of our audd. 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
Govermmental Auditing Slandards.

11
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Intermal Conirol Owver Financial Repering

in planning and performing our audit, we considerad the Trust's internal control ower finansial reparting in
order to determine our auditing procedurss for the purpose of expressing our opinion on the financial
stalements and not to provide assurance on the internal control over financial reporting. Our
consideration of the internal control would not necessarily disclose all matters in the intemal control aver
financial reporting that might be material weaknesses.

A material weaknass is a condition in which the design or cperation of one or mose of tha internal contred
components doas not reduce to a relatively low level the rek that misstatements in amounts that would be
material in relation to the financial statements being audited may cccur end not be detected within a
timely period by employess in the normal course of performing their assigned functions. We noled no
matters involving the internal control over financial reporting and its operation that we consider o be
malerial weaknesssas.

This report is intended solely for the information and use of management and is not intanded to be and
should not be usad by anvone other than these specified parties.

Fekdinty, YAl L

BOBER, MEEP:E"I" FI:DDFI!D"u"ICH & COMPANY

July 3, 2002
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88 East Broad Street
STATE OF OHIO P.O. Box 1140

OFFICE OF THE AUDITOR Columbus, Ohio 43216-1140

Telephone  614-466-4514
JiM PETRO, AUDITOR OF STATE 800-282-0370

Facsimile  614-466-4490

NORTH RIDGEVILLE CITY SCHOOL DISTRICT HEALTH TRUST

LORAIN COUNTY

CLERK'S CERTIFICATION
This is a true and correct copy of the report which is required to be filed in the Office
of the Auditor of State pursuant to Section 117.26, Revised Code, and which is filed
in Columbus, Ohio.

desan Toubbitt

CLERK OF THE BUREAU

CERTIFIED
OCTOBER 10, 2002
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