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‘ ) ) 35 North Fourth Street, 1" Floor
STATE OF OHIO

Columbus, Chio 43215

OEFFICE OF THE AUDITOR s e
= - Telephone 614-466-4514

Jin PETRO, AUDITOR OF STATE - . 800-282-0370

Facsimile 614-728-7398

Honorabie Mayor and Members of City Council
City of Norton
Norton, Ohio 44203-5708 ' T

We have reviewed the Independent Auditor's Report of the City of Norton, Summit County,
prepared by Charles E. Harris & Associates, Inc., for the audit period January 1, 1997 through
December 31, 1998. 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.

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

PETRO
Auditor of State

January 5, 2000



614 Superior Avenue, N.W.
Rockefeller Buil&ing, Suite 1242
Cleveland, Chio 44113

Charles E. Harris & Associates Office phone - (216) 575-1630
Certified Public Accountants ' ' Fax (216) 436 2411 _

INDEPENDENT ACCOUNTANT'S REPORT

The Honorable Mayor and Members of Council
City of Norton
Norton, Ohio

We have audited the accompanying general purpose financial statements of City of Norton (the City), as
of and for the year ended December 31, 1997. These general purpose financial statements are the
responsibility of the City's management. Our responsibility is to express an opinion on these generai
purpose financial statements based on our audit.

We conducted our audit in accordance with generally accepted auditing standards and the standards
applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller
General of the United States. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the general purpose financial statements are free of material
misstatement. An audit inciudes examining, on a test basis, evidence supporting the amounts and
disclosures in the generai purpose financial statements. An audit aiso includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the overali financial
statement presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the general purpose financial statements referred to above present fairly, in all material
respects, the financial position of the City as of December 31, 1997, for the years then ended in conformity
with generally accepted accounting principles.

As description in Note 2 to the general purpose financial statements, in 1997 the City changed its financial
statement presentation from the cash basis to generatly accepted accounting principals.

In accordance with Goverrnment Auditing Standards, we have also issued a report dated September 13,
1999 on our consideration of the City's internal control over financial reporting and our tests of its
compliance with certain provisions of laws, regulations, contracts and grants,

Qe & Howds & B akaelon

Charles E. Harris & Associates
September 13, 1999 . o - -



CITY OF NORTON, OHIO

COMBINED BALANCE SHEET - ALL FUND TYPES AND ACCOUNT GROUPS

DECEMBER 31, 1997

FIDUCIARY

— GOVERNMENTALFUNDTYPES  ITUND TYPE ACCOUNT GROUPS  _ TOQTALS
Special Capital Debt General General Long- (Memorandu

ASSETS
Cash & Cash

—GCeneral _Revenue  Projects Service _ Agency  Fixed Assets Term Debt __ Ounly)

Equivalents (Note 4) $ 301,745 $ 592,497 $708,945 3§ 15,181 $ 622,722 § 0 8 0 § 2,241,09%¢
Receivables: ) _

Taxes 275,250 1,053,255 0 . 0 0 0 0 1,328,507

Accounts 16,431 6,384 330 . 0. — 0. 0 0 23,145

Intergovernmental 198,258 51,026° . 0 1 0._ -0 .0 249,28
Prepaid Expenses 12,746 4,536 0 0 07 0 0 17,287
Supplies Inventory 2,714 4,105 0 0 0 0 0 6,81¢
Fixed Assets 0 0 - 0 0 0 . 7,210,427 0 7,210,42°
Amount Available in the

Debt Service Fund 0 0 0 0 0 0 15,181 15,18
Amount to be Provided for

Retirement of General

Long-Term Obligations 0 o . 0 ] 0. o . 0 565,311 565,317
Total Assets $ 807,144 $11,657,04.

81,711,803 §705,275 § 15,181 8§ 622,722 §$7,210427 § 580,492

The notes to the general purpose financial statements are an integral part of these statements.



CITY OF NORTON, CHIO o
COMBINED BALANCE SHEET - ALL FUND TYPES AND ACCOUNT GROUPS
DECEMBER 31, 1997

(CONTINUED)
FIDUCIARY L
___GOVERNMENTALFUNDTYPES ___ FUNDTYPE ACCQUNT GROUPS _ TOTALS
Special Capital Debt General General Long~ (Memorandum
General Revenue Projects _Service Agency  Fixed Assets Term Debt Onlyv)

«counts Payable $ 46,798 § 32,523 $17,399 3 0 $ 28,189 $ 0 % 0 § 124,909
:erued Wages & )
3enefits 64,788 31,913 0 0 0 0 0 96,701
ergovernmental 121,989 . 38,939 . 0. 0 0 0 0 160,928
wmiracts Payable 0 0 93,399 0 0 0 0 93,399
ferred Revenues 291,181 718,227 ° 0 0 . 0 0 0 1,009,408
nds on Deposit 0 0 0 0 43,941 0 0 43,941
stainage Payable 0 0 40,193 ¢ 0 0 0 40,193
aims Payable 6,337 0 0 0 ] 0 0 6,337
yes Payable 0 0 461,000 0 0 0 0 461,000
ecial Assessment
3onds Payable 0 0 0 0 0 0 115,000 115,000
ympensated Absences ) - .
Payable 21,739 975 .0 0 ¢ ) 465,492 488,206
sferred Compensation ' ' - -
Sayable 0 0 0 0 550,592 0 0 550,592
ital Liabilities 552,832 822,577 . 611,991 0 622,722 0 580,492 3,190,614
vestment in General
Tixed Assets 0 0 0 0 0 7,210,427 0 7,210,427
md Balance: )
Reserved for Encumbrances 0 \ 0 179,426 0 0 0 0 179,426
Reserved for Inventory _ _ _ '

of Supplies 2,714 4,105 0 0 0 0 , 0 - 6,819
Reserved for Prepaid

Items 12,746 4,536 0 0 0 0 0 17,282
Reserved for Debt Service 0 0 0 15,181 0 0 0 15,181
Unreserved 238,852 . 880,585  (82,142) 0 0 0 0 1,037,295
tal Fund Equity 254,312 889,226 97,284 15,181 0 7,210,427 0 8,466,430
tal Liabilities & B ' R T

“und Equity $ 807,144 $1,711,803 $709,275 $ 15,18] 3 622,722 $7,210,427 S 580,492 $11,657,044

1¢ notes to the general purpose financial statements are an integral part of these statements.



CITY OF NORTON, OHIO

COMBINED STATEMENT OF REVENUES, EXPENDITURES, AND
CHANGES IN FUND BALANCES - ALL GOVERNMENTAL FUND TYPES

FOR THE YEAR ENDED DECEMBER 31, 1957

REVENUES

Taxes

Intergovernmental

Special Assegsment
Charges for Services .
Fines, Licenses, & Permits
Interest

Miscellaneous

Total Revenues

Current Operations & Maintenance
Security of Persons
& Property
Public Health & Welfa.re
Leisure Time Activitias
Community Development
Basic Utility Services
Transportation *
General Government
Capital Qutlay
Debt Service:
Principal
Interest & Fiscal Charges
Total Expenditures

Excess Revenue Over(Under)
Expenditures

C E
Sale of Fixed Assets
Transfers In
Transfers Cut
Other Sourcas
Other Uses

Total Other Financing
Sources (Uses)

Excess of Revenues and
Other Sources Over
(Under)Expenditures
and Other Uses

Fund Balance -

Beginning of Year, Restated

Fund Balance -
End of Year

E _ Totals
Special Capital (Memorandum
_ General  __Revepue  __ Projects = Debf Service
$ 287362 § 2600957 % o 3 0 S 2838319
892,362 500,341 334,706 0 1,727,409
g 0 g 11,650 11,650
15,091 4,170 0 0 19,261
245,382 30,242 0 o 275,624
78,261 7.955 0 0 86,216
2.351 23,077 385 0 25,813
1,520,809 3,166,742 335091 11,650 £.034,292
1,285,825 285,655 0 0 1,571,480
0 " 246,791 0 0 246,791
70,628 0 0 0 70,628
67,493 17,570 0 0 85,063
0 623 0 0 623
2,240 581,116 0 0 583,336
940,177 22,282 459 0 962,918
6,132 74,762 884,120 0 965,014
o -0 0 7000 7,000
=0 0 44,554 8,052 52,606
2,372,495 1,228,759 $25.133 T 15,052 4,545,479
(851 686) 1,937,943 (594,042) (3,402) 488,813
2,521 0 0 0 2,521
1,685,000 283,000 1,107,641 1,71 3,077,432
(653,040)  (1,925,791) {498,601) o (3,077,432)
65,873 16,172 257,021 14,600 353,066
 (9,487) (201,302) 0 0 (210,789)
1,090,867 (1,827,921) 866,061 15,791 144,798
239,181 110,022 272,019 12389 633,611
15,131 779,204 (174,735) Z, 792 622,392
$ 254312 $ 889,226 § 97284 % 15,131 £ 1,256,003

The notes to the general purpose financial statements are an integral part of these statements.
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CITY OF NORTON, OHIO
COMBINED STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN
FUND BALANCES - BUDGET AND ACTUAL (NON-GAAP BUDGETARY BASIS) -
ALL GOVERNMENTAL FUND TYPES
FOR THE YEAR ENDED DECEMBER 31, 1997

Variance- Variance-
Revised Favorable Revised Favorable
_Budget  _ Actual  (Unfavorable) _ Budget  _ Actal  (Unfavorable)
REVENUES _ _ ‘ ' ’
Local Taxes $ 287362 % 287362 § 0 $2572,261 $2562481 $ (9,780)
Intergovemmentai Revenue 841,602 841,602 0 545,769 495,629 (50,140)
Special Assessments ‘ ¢ 0 0 0 0 0
Charges for Services 13,815 13,815 0 4,170 4,170 0
Fines, Licenses, & Permits 241,569 241,569 . 0 36,133 29,682 (6,451)
Interest 78.261 78,261 0 11,695 7,855 (3,740)
Miscellaneous } 966 T 966 0 23,343 17,370 (5,973)
Total Revenues 1,463,575 1,463,575 0 " 3,193371 3,117,287 (76,084)
EXPENDITURES T T o - i
Current _ .
Security of Persons & - . '
Property 1,297,029 1,254,028 43,001 356,533 . 265923 90,610
Public Health Services 0 0 0 282,930 270910 12,020
Leisure Time Activities 79,169 79,169 0 13,028 17,012 (3,984)
Community Environment 69,800 65,814 3,986 917 630 287
Basic Utility Service 0 0 0 623 623 0
Transportation 0 0 0 640,665 577,397 63,268
General Government 988,455 896,423 92,032 19,322 19,322 0
Capital Outlay 14,351 6,131 8,220 126235 . 74,762 51,473
Debt Service: _

Principal Retirement 0 0 0 0 0 0

Interest & Other Charges 0 0 0 0 0 0
Total Expenditures 2,448 304 2,301,565 147,239 1,440,253 1,226,579 213,674
Excess Revenues Over _ o o T -

(Under) Expenditures {985,229) {(837,990) 147,239 1,753,118 1,890,708 137,590
OTHER FINANCING . j } - ) i
SQURCES (Uses) o T -
Sale of Fixed Assets 2,521 2,521 0 0 0 ]
Sale of Notes 0 0 o 0 0 0
Transfers In 1,685,000 1,685,000 R ¢ 283,000 283,000 ¢
Transfers Out (653,190) (653,040) 150 (1,925,947) (1,925,791) 156
Other Sources 65,873 65,873 0 209,517 16,172 (193,345
Other Uses {9,486) {9,486) 0 (406,277) (201,301) 204,976
Total Other Financing T B ’ T " '

Sources(Uses) 1,090,718 1,090,868 150 (1,839,707) (1,827,920) 11,787
Excess of Revenues and ' n - o i

Other Financing Sources

Over (Under) Expenditures 105,489 252,878 147,389 (86,589) 62,788 149,377
Fund Baiance-January I, 1997 48,867 48,867 0 529,709 529,709 0
Fund Balance - o ' ) - i T

December 31, [997 $ 154356 § 301,745 3 147389 $ 443,120 § 592497 $ 149377

(Continued)
The notes to the general purpose financial statements are an integral part of this statement.
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REVENUES
axes

Intergovernmentat Revenue
Special Assessments
Charges for Services
Fines, Licenses, & Permits
interest

Miscellaneous

Total Revenues

EXPENDITURES
Curgent I
Security of Persons &

Property
Public Heaith Services
Leisure Time Activities
Community Environment
Basic Utility Service
Transportation
General Govermment
Capital Qutlay
Debt Service;
Principal Retirement
Interest & Other Charges

Total Expenditures

Exceass Revenues Over
(Under) Expenditures

OTHER FINANCING
SOURCES (Uses)
Sale of Fixed Assets
Sale of Notes

Transfers In

Transfers Out

Other Sources

Other Uses

Total Other Financing
Sources(Uses)

Excess of Revenucs aﬁd
Other Financing Sources

Over (Under) Expenditures
Fund Balance-January 1, 1997

Fund Balance -
December 31, 1997

]
1

FOR THE YEAR ENDED DECEMBER 31, 1997

&

CITY OF NORTON, OHIO
COMBINED STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN
FUND BALANCES - BUDGET AND ACTUAL (NON-GAAP BUDGETARY BASIS) -
ALL GOVERNMENTAL FUND TYPES

(CONTINUED)

ERVI CAPITAL PROJECTS FUNDS

T - ariance- o Variance-

Revised Favorable Revised Favorable
_Budget _ Actal (Unfavorable) _ Budget — _ Actual (Unfavorable}
0 $ 0 s 0 s 0 S 0 S 0
0 "D 0 — 300,000 334,706 34,706
11,641 11,650 9 0 0 §;
0 ag 1] g 0 0
0 0 0 0 0 0
0 0 0 0 0 g
0 0 Q 0 0 0
11,641 11,650 g - 300,000 334,706 34,706
0 0 0 0 0 0
0 4] 0 0 0 0
0 0 0 0 0 0
0 0 4] a G ]
0 0 0 0 0 0
0 -0 0 0 0 Q
0 0 0 1,222 1,222 0
0 0 0 1,890,180 944 785 945,395
617,000 978,000 (361,000) 0 4] 0
53,996 52,606 1,390 0 0 0
670,996 1,030,606 (362,390} 1,891 402 446,007 945,395
(659,355) (1,018,956) (359,601) (1,591,402) (611,301) §80,101
0 0 0 0 0 0
0 361,000 361,000 0 100,000 100,000
763,016 656,345 (106,671 291,857 453,087 161,230
0 0 0 (498,601) (498,601) 0
14,000 14,600 Q 837,441 257,021 (580,420
0 t] 0 a 0 0
777,016 1,031,345 254 329 630,697 311,507 (319,190
117,661 12389 (105272)  (960,705)  (299,794) 660,911
2,792 2,792 i 0 1,008,739 1,008,739 C
$ 1204533 '§ 15,181 $(105272) § 48034 3 708945 § 660,911

The notes to the general purpose financial statements are an integral part of this statement.



CITY OF NORTON, OHIO

COMBINED STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN

FUND BALANCES - BUDGET AND ACTUAL (NON-GAAP BUDGETARY BASIS) -
ALL GOVERNMENTAL FUND TYPES

FOR THE YEAR ENDED DECEN[BER 31, 1997

Local Taxes

Intergovernmental Revenue
Special Assessments
Charges for Services

Fines, Licenses, & Permits
Interest

Miscellaneous

Total Revenues

EXPENDIT S
Current L
Security of Persons &
Prope:
Public Health Services
Leisure Time Activities
Community Environment
Basic Utility Service
Transportation
General Government
Capital Qutlay
Debt Service:
Principal Retirement
Interest & Other Charges'

Total Expenditures
Excess Revenues Over (Under) Expenditures

OTHER FINANCING SOURCES (Uses)
Sale of Fixed Assets

Sale of Notes
Transfers In
Transfers Out

Other Sources
Other Uses

Total Other Financing Sources(Uscs)

Excess of Revenues and Other Financing
Sources Over (Under) Expenditures
Fund Balance - January 1, 1997

Fund Balance - December 31, 1997

(CONTINUED)

TOTAL (MEMORANDUM ONLY)
Variance-
Revised Favorable
_Budget  _ Actual = (Unfavorable)
$ 2859623 $ 28495843 §  (9,780)
1,687,371 1,671,937 (15,434)
11,641 11,650 . g
17,985 17,945 0
277,702 271,251 (6,451)
89,956 86,216 (3,740)
24 309 _ 18,336 © (5,973
4,968 587 4627218 (41,369)
1,653,562 1,519,951 133,611
282,930 . 270910 12,020
092,197 96,181 (3,984)
70,717 66,444 4,273
623 623 0
640,665 . 577,397 63,268
1,008,999 916,967 92,032
2,030,766 1,025,678 1,005,088
617,000 978,000 (361,000)
53,996 52,606 1,390
6,451,453 5,504,757 946,698
(1,482,868) ~ (577.539) 905,329
2,521 2,521 0
) 0 461,000 461,000
3,022 873 3,077,432 54,559
(3,077,738)  (3,077,432) 306
1,126,831 353,066 (773,765)
(415,763) (210,787) 204,976
658 724 605,800 (52,924)
(824,144) 28261 852,405
1,590,107 1,590,107 0

-5 765963 § 1,618368 $ 832,403

The notes to the general purpose financial statements are an integral part of this statement.



CITY OF NORTON, OHIO
NOTES TO THE COMBINED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 1997

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
A. Repoarting Euntity

The City of Norton, Ohio is a body politic and corporate established for the purpose
of exercising the rights and privileges conveyed to it by the constitution and laws of
the State of Ohio.

The City operates under a council-mayor form of government and provides the
following services: public safety, public services, health, recreation and community
development,

The accompanying general purpose financial statements of the City present the
financial position of the various fund types and account groups and the results of
operations of the various fund types. The financial statements are presented as of
December 31, 1997, and for the year then ended, and have been prepared in
conformity with generally accepted accounting principles (GAAP) applicable to
local governments. The Governmental Accounting Standards Board (GASB) is the
standard-setting body for establishing governmental accounting and financial
reporting principles, which are primarily set forth in the GASB’s Codification of
Governmental Accounting and Financial Reporting Standards (GASB Codification).

In evaluating how to define the governmental reporting entity, the City adopted the
provision of GASB Statement No. 14, The Financial Reporting Entity, under which
the financial statements include all the organizations, activities, functions, and
component units for which the City (primary government) is financial accountable.
Financial accountability is defined as the appointment of a voting majority of the
component unit’s board, and either (1) the City’s ability to impose its will over the
component unit, or (2) the possibility that the component unit will provide a
financial benefit to or impose a financial burden on the City.

On this basis, the City’s financial reporting entity has no component units but
includes all funds, account groups, agencies, boards, and commissions that are part
of the primary government, including police and fire protection, waste collection,
parks and recreation, health, certain social services, and general administrative
services.
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CITY OF NORTON, OHIO
NOTES TO THE COMBINED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 1997
(CONTINUED)

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICTES (Co_ptinued)
B. Basis of Presentation

The accounting policies of the City conform to generally accepted accounting
principles (GAAP) as applicable to governments.

The financial transactions of the City are recorded in individual funds and account
groups. The various funds and account groups are reported by type in the general
purpose financial statements. Amounts in the “Total - (Memorandum Only)” columns
in the general purpose financial statements represent a summation of the combined
groups and are presented only for analytical purposes. The summation includes fund
types and account groups that use different bases of accounting, both restricted and
unrestricted amounts, interfund transactions that have not been eliminated, and the
caption “Amount to be Provided”, which does not represent an asset. Consequently,
amounts shown in the “Total - (Memorandum Only)” columns are not comparable to
a consolidation and do not represent the total resources available or total revenues
and expenditures/expenses of the City. The City uses the following fund categories,
fund types, and account groups:

Governmental Funds

Governmental funds are accounted for on a spending measurement focus. Only
current assets and current liabilities are generally included on their balance sheet.
Their operating statements present sources (revenue and other financing sources) and
uses (expenditures and other financing uses) of “available spendable resources” during
a period.

General Fund - To account for all financial resources except those required to be
accounted for in another fund. The General Fund balance is available for any purpose,
provided it is expended or transferred in accordance with the Charter and legislation
of the City of Norton and or the general laws of the State of Ohio.

Special Revenue Funds - To account for the revenues derived from specific revenue
sources (other than expendable trusts or major capital projects) that are legally
restricted to expenditures for specified purposes.

Debt Service Fund - To account for the accumulation of resources for, and the
payment of, general and special assessment long-term debt principal and interest.

11




NOTE 1:

CITY OF NORTON, OHIO
NOTES TO THE COMBINED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 1997
{CONTINUED)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

B. Basis of Presentation (Continued)

Governmental Funds (Continued)

Capital Projects Funds - To account for financial resources to be used for the
acquisition or construction of major capital facilities (other than those financed by
Proprietary Funds).

Fiduciary Funds

Agency Funds - To account for assets held by the City as an agency for others and
including the Deferred Compensafion and payroll deductions withheld and awaiting
payment. Agency funds are purely custodial (assets equal liabilities) and thus do not
invoive measurement of resuits of operations.

Account groups are used to establish accounting control and accountability for the
City’s general fixed assets and general long-term debt.

General Fixed Assets Account Group -To account for all fixed assets of the City.

Ceneral Long-Term Qbligations Accauaut Qrgg - To account for all unmatured long-

term obligations of the City.

. Basis of Accounting

All governmental fund types are accounted for on the modified accrual basis of
accounting and the flow of financial resources measurement focus. Governmental
revenues are recognized when they become measurable and available to financial
expenditures of the current period. Expenditures are recognized when the related
fund liability is incurred, if measurable, with the exception of accumulated unpaid
employee compensation which is not payable from expendable financial resources.
Agency funds are purely custodial (assets equal liabilities), do not involve
measurement of results of operations and are accounted for on the modified accrual
basis of accounting.

iz



CITY OF NORTON, OHIO
NOTES TO THE COMBINED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 1997
(CONTINUED)

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
C. Basis of Accountipg (Continued)

In applying the susceptible to accrual concept under the modified accrual basis, the
following revenue sources are deemed both measurable and available, as they are
collectible within the current period or soon enough thereafter to be used to pay
obligations of the current period: investment earnings, special assessments due in the
current year, income taxes withheld by employers, and state-levied locally shared
taxes (including motor vehicle fees). Reimbursements due for federally funded
projects are accrued as revenue at the time the expenditures are made. '

Property taxes and special assessments (in the debt service funds), though
measurable, are not available soon enough in the subsequent year to finance current
period obligations. Therefore, property tax and special assessment receivables are
recorded and deferred until they become available.

Other revenues, including licenses and permits, certain charges for services, income
taxes other than those withheld by employers, and miscellaneous revenues are
recorded as revenue when received in cash because they are generally not
measurable until actually received.

The measurement focus of governmental fund accounting is on decreases in net
financial resources (expenditures) rather than expenses. Most expenditures are
measurable and are recorded when the related liability is incurred except for
unmatured principal and interest on general long-term debt which are recognized
when paid.  Allocations of cost, such as deprecation and amortization, are not
recognized in the governmental funds.

D. Budgetary Process

The budgetary process is prescribed by provisions of the Ohio Revised Code and
entails the preparation of budgetary documents within an established timetable. The
major documents are the tax budget, the certificate of estimated resources, and the
appropriation ordinance, all of which are prepared on the budgetary basis of
accounting. The certificate of estimated resources and the appropriation ordinance
are subject to amendment throughout the year.
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CITY OF NORTON, OHIO
NOTES TO THE COMBINED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 1997
(CONTINUED)

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

D. Budgetary Process (Continued)

All funds other than the agency funds are legally required to be budgeted and
appropriated; however, only governmental funds are required to be reported. The
primary level of budgetary control is at the object level within each department of the
City. Budgetary modifications may only be made by ordinance of the City Council.

The City’s budgetary process is as follows:

1.

[ax Budget

A tax budget of estimated revenues and expenditures is submitted to the County
Auditor, as Secretary of the County Budget Commission, by July 20 of each year,
for the period January 1 to December 31 of the following year. All funds, except
for Agency funds, are legally required to be budgeted.

Estimated Resources

The County Budget Commission certifies its actions to the City by September 1.
As part of this certification, the City receives the official certificate of estimated
resources which states the projected receipts of each fund. On or about January
1, this certificate is amended to include any unencumbered balances from the
preceding year. Prior to December 31, the City must revise its budget so that the
total contemplated expenditures from a fund during the ensuing fiscal year will not
exceed the amount stated in the certificate of estimated resources. The revised
budget then serves as the basis for the annual appropriation measure. Budget
receipts as shown in the accompanying financial statements do not include January
1, 1997 unencumbered fund balances. However, those fund balances are available
for appropriation.

. yropriations

A temporary appropriation measure to control the level of expenditures may be
passed on or about January 1 of each year for the period January 1 to March 31.
An annual appropriation measure must be passed by April 1 of each year to the
period January [ to December 31. The appropriation measure may be amended
or 'supplemented during the year as new information becomes available.
Appropriations may not exceed estimated resources.
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CITY OF NORTON, OHIO
NOTES TO THE COMBINED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 1997
(CONTINUED)

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
D. Budgetary Process (Continued)
4. Encumbrances

As part of formal budgetary control, contracts and other commitments for the
expenditures of monies are encumbered and recorded as the equivalent of
expenditures on the non-GAAP budgetary basis in order to reserve that portion
of the applicable appropriations and determine and maintain legal comnpliance.
On the GAAP basis, encumbrances outstanding at year end are reported as a
reservation of fund balance for subsequent expenditures for governmental funds.

At the close of each year, the unencumbered balance of each appropriation
reverts to the respective fund from which it was appropriated and becomes
subject to future appropriations. At the close of each fiscal year, encumbered
appropriation balances lapse and are reencumbered and reappropriated to the
subsequent fiscal year with the exception of contract commitments in the capital
project fund.

5. QGovernmental Fund Budgets

While reporting financial position, results of operations, and changes in fund
balance on the basis of generally accepted accounting principles (GAAP), the
budgetary basis provided by law is based upon accounting for certain
transactions on a basis of cash receipts, disbursements, appropriations, and
encumbrances.

The Combined Statement of Revenue, Expenditures, and Changes in Fund
Balance - Budget and Actual (Non-GAAP Budgetary Basis) - All Governmental
Fund Types, are presented on the budgetary basis to provide a comparison of
actual results with the budget. The major differences between the budget basis
and the GAAP basis are that:

a. Revenues are recorded when received in cash (Budget Basis) as opposed to
when susceptible to accrual (GAAP Basis).

b. Expenditures are recorded when paid in cash (Budget Basis) as opposed to
when the liability is incurred (GAAP Basis). -
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CITY OF NORTON, OHIO
NOTES TO THE COMBINED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 1997

(CONTINUED])
NOTE I: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
D. Budgetary Process (Continued)
5. Govemmental Fund Budgets (Continued)

¢. Short-term note proceeds and note principal retirement for governmental
funds are operating iransactions (budget) as opposed to balance sheet
iransactions (GAAP).

The adjustments necessary to convert the results of operations for the year from
the GAAP basis to the budget basis for the governmental funds are as follows

Excess of Revenues and Other Financing Sources Over (Under)
Expenditures and Other Financing Uses - '

All Governmental Fund Types
Special Debt Capital
General Revenue Service _Projects
GAAP Basis $ 239,181 § 110,022 $12.38% § 272,019
Increase (Decrease) due to:
Revenue Accruals (57,234) . (49,454 0 (654,939
Expenditure Accruals 70,931 2,220 617,000 (16,874)
Debt Proceeds - 6 - 0 0 100,000
Debt Retirement 0 0 (617,000) 0
Budget Basis $ 252,878 $§ 62,788 $12,389 $(299,794)

E. Cash and Cash Equivalents

For investrhent purposes, the City pools all individual cash balances in a bank
account and shori~term cash equivalents, These balances are stated at cost or
amortized cost, except for investments in the deferred compensation agency fund,
which are reported at market value. For presentation on the combined balance sheet,

investments with original maturities of three months or less are considered to be cash
equivalents.
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CITY OF NORTON, OHIO
NOTES TO THE COMBINED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 1997
(CONTINUED) '

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
E. Cash and Cash Equivalents (Continued)

Interest allocation is determined by the Ohio Constitution, state statutes, and local
ordinances adopted under City Charter. Under these provisions, City funds required
to receive interest allocations are: 1) those which receive proceeds from the sale of
notes and/or bonds; and 2) those which receive distributions of state gasoline tax and
motor vehicle license fees (street maintenance and state highway special revenue
funds). All remaining interest is allocated to the general fund.

F. Fixed Assets N

The accounting and reporting treatment applied to the fixed assets associated with a
fund are determined by its measurement focus. General fixed assets are long-lived
assets of the City as a whole. When purchased, such assets are recorded as
expenditures in the governmental type funds and capitalized (recorded and accounted
for) in the General Fixed Asset Account Group. Infrastructure fixed assets such as
water lines and storm sewers are capitalized and are reported as part of the General
Fixed Asset Account Group.

All fixed assets are valued at historical cost or estimated historical cost if actual
historical cost is not available.

G. Compensated Absences

In conformity with GASB Statement No. 16, the City accrues vacation and
compensatory time benefits as eamned by its employees if the leave is attributable to
past service and it is probable that the City will compensate the employees for the
benefits through paid time off or some other means, such as cash payments at
termination or retirement. Likewise, the City accrues for sick pay benefits as earmned
by those employees who currently are eligible to receive termination payments as well
as other employees who are expected to become eligible in the future. These
compensated absences are measured using the pay rates in effect at December 31,
1997. Additionally, certain salary refated payments associated with the payment of
compensated absences have been accrued.
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CITY OF NORTON, OHIO
NOTES TO THE COMBINED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 1997
(CONTINUED)

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
G. Compénsated Absences (Continued)

For governmental funds, the City provides a liability for unpaid accumulated sick
leave and vacation time for eligible employees in the period the employees become
eligible to receive payment. The current portion of unpaid compensated absences is
the amount to be paid using expendable available compensated absences and is
reported as an accrued liability in the fund from which the individuals who have
accumulated the unpaid compensated absences are paid. The balance of the liability
is reported in the General Long-Term Obligations Account Group.

H. Long-Term Obligatigns

Long-term debt is recognized as a liability of a governmental fund when due, or when
resources have been accumulated in the debt service fund for payment early in the
following year. For other long-term obligations, only that portion expected to be
financed from expendable available financial resources is reported as a fund liability
of a governmental fund. The remaining portion of such obligations is reported in the
general long-term debt account group.

Under Ohio law, a debt retirement fund must be created and used for the payment of
ail debt principal and interest. Generally accepted accounting principles require the
allocation of the debt liability among the capital projects funds and the general long-
term obligations account group, with principal and interest payments on matured
general obligation long-term debt being reported in the debt service fund. To comply
with GAAP reporting requirements, the City’s debt retirement fund has been split
among the appropriate funds and account groups. Debt service fund resources used
to pay both principal and interest have also been allocated accordingly.

I. Deferred Revenue =~

Deferred revenue consists of property taxes. Although property taxes receivable are
measurable, they are recorded and deferred until they become available because the
revenue is not available soon enough in the subsequent year to finance current period
obligations.
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CITY OF NORTON, OHIO
NOTES TO THE COMBINED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 1997
(CONTINUED)

NOTE §: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
J. Inventory

Inventory is stated at cost on a first-in, first-out basis. The cost is recorded as an
expenditure at the time inventory is consumed (consumption method). In the
governmental funds, reported inventories are equally offset by a fund balance reserve
which indicates that they do not constifute “available expendable resources” even
though they are a component of net current assets.

K. Prepaid Expenses

Payments made to vendors for services that will benefit periods beyond December
31, 1997 are recorded as prepaid items. A portion of the relevant funds balances
equal to the prepaid items has been reserved to indicate that is not available for
appropriation. :

L. i ala

Reservations of fund balance of retained earmings indicate that a portion of the
balance is not available for expenditure or is legally segregated for specific future
use. DBalances are reserved for inventories of materials and supplies, prepaid
expenses, encurnbrances (for governmental funds), and debt service.

M. inanci nt o
Total columns on the financial statements are captioned “Memorandum Only” to
indicate that they are presented only to facilitate financial analysis. This data is not

comparable to a consolidation. Interfund-type eliminations have not been made in
the aggregation of this data.

NOTE 2: BALANCE

The accounting policies and financial reporting practices of the City followed during the
preparation of the accompanying financial statements conform to the generally accepted
accounting principles as applicable to governmental units. Accordingly, the
accompanying financial statements are prepared on the modified accrual basis, whereas
the City maintains its accounting systems on the cash basis. The following balances
were restated to cover cash basis to accrual basis.
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CITY OF NORTON, OHIO
NOTES TO THE COMBINED FINANCIAL STATEMENTS
FOR THE PERIOD ENDED DECEMBER 31, 1997

(CONTINUED)
NOTE2: RESTATEMENT OF FUND BALANCES (Continued)
Special Debt Capital
_General  _Revenue _Service  _Projgcts
December 31, 1996 ~ — 7 $ 48871 § 529,709 $ 2,792 $ 1,008,685
GAAP Adjustment from Cash Basis  (33,740) 249,495 0 (I 183 420)
Janwary 1, 1997 % 15,131 § 719204 § 2792 % (174 735)

NCOTE 3:

PROPERTY TAXES

Real property taxes were levied on assessed values which equal 35% of appraised value..
The County Auditor reappraises all real property every six years with a triennial update.
The last appraisal was completed for tax year 1995.

Real property taxes become a lien on all non-exempt real property located in the County
on January 1. Real property taxes are payable annually or semiannually. If paid
annually, payment is due December 31; if paid semiannually, the first payment is due
December 31, with the remainder payable by June 20 of the following year. Under
certain circumstances, state statute permits later payment dates to be established.

The full tax rate applied to real property for the fiscal year ended December 31, 1997
was $6.50 per $1000 of assessed valuation. After adjustment of the rate for inflationary
increases in property values, the effective tax rate was $5.19 per $1000 of assessed
valuation of real property classified as residential/agricultural and $5.59 per $1000 of
assessed evaluation for all other real property. Real property owners' tax bills are further
reduced by homestead and rollback deductions, when applicable. The amount of these
homestead and rollback reductions is reimbursed to the City by the State of Ohio.

Owmers of tangible personal property are required to file a list of such property,
including costs, by April 30 of each year. The property is assessed for tax purposes at
varying statutory percentages of cost. The tax rate applied to tangible personal property
for the fiscal year ended December 31, 1997 was $6.50 per $1000 of assessed valuation.

Real Fstate - 1996 Valuation

Residential/Agricultural , T $ 126,276,670
Commercial/Industrial o ) 25,099,750
Public Utilities ' - 10,137,420
General Tangible Personal Property - 1997 Valuation 19 752 706

$ 181 266,546

20



NOTE 3:

NOTE 4:

NOTE 5:

CITY OF NORTON, OHIO -
NOTES TO THE COMBINED FINANCIAL STATEM.'ENTS
FOR THE YEAR ENDED DECEMBER 31, 1997
(CONTINUED)

PROPERTY TAXES (Continued)

The Summit County Treasurer collects property tax on behalf of all taxing districts
within the County. The Summit County Auditor pericdically remits to the taxing
districts their portions of the taxes collected. Such collectlons are available only to pay
current period liabilities.

MUNICIPAL INCOME TAXES

The City levies a municipal income tax of 1.5% on all salaries, wages, commissions, and
other compensation, and net profits eamed within the City, as well as incomes of
residents earned outside the City. In the later case, the City allows 4 credit of 100% of
the tax paid to another municipality.

Employers within the City are required to withhold income tax on employee
compensation and remit the tax to the City either monthly or quarterly as required.
Corporations and other individual taxpayers are required to pay their estimated tax
quarterly. Corporations and other individual taxpayers are also required to pay their
estimated taxes at least quarterly and file a final return annually, '

Ohio law requires all municipal income tax rates above 1% to be voted by the residents
of the municipality.

IN Al 1 ND NTS

The classification of cash and cash equivalents on the combined financial statements is
based on criteria set forth in GASB Statement No. 9. The classification of cash and cash
equivalents (deposits) for purposes of this note are based on criteria set forth in GASB
Statement No. 3. The captions on the combined balance sheet related to cash and cash
equivalents as follows:

Cash/Cash
Equivalents Investmetits
GASB Statément No. 9 . ' $ 1690498 § 550,592
Investments: ' N
Repurchase Agreements (1,415,000) 1,415,000
GASB Statement No.3 o B 0§ 275498 $§ 1,965,592
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CITY OF NORTON, CHIO :
NOTES TO THE COMBINED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 1997
(CONTINUED) '

NOTE 5: DEPOSITS WITH FINANCIAL INSTITUTIONS AND INVESTMENTS

{Continued)

The City maintains a separate cash and investment pool that is available for use by all
funds and accounts except the Deferred Compensation Agency fund and Payroll
Clearance Agency fund, which are maintained separately. Each fund type's portion of this
pool is displayed on the combined balance sheet as Cash and Cash Equivalents.

Legal Requirements - Statutes require the classifications of monies held by the City into
three categories; , S i

Category I - consists of “active” monies, those monies required to be kept in a “cash” or
a “near-cash” status for immediate use by the City. Such monies must be maintained
either as cash in the City’s treasury or in depository accounts payable or withdrawable on
demand, including negotiable order of withdrawal (NOW) accounts.

Category 2 - consists of “inactive” monies, those monies not required for use within the
current two year period of designation of depositories. Inactive monies may be deposited
or invested only as certificates of deposit maturing not later than the end of the current
period of designation of depositories.

Category 3 - consists of “interim” monies, those monies which are not needed for
immediate use but which will be needed before the end of the current period of
depositories.

Interim monies may be invested or deposited in the following securities:

1. United States treasury notes, bills, bonds, or any other obligation or security issued
by the United States treasury or any other obligation guaranteed as to principal or
interest by the United States;

2. Bonds, notes, debentures, or any other obligations or securities issued by any federal
government agency or instrumentality, including but not limited to, the federal
national mortgage association, federal home loan bank, federal farm credit bank,
federal home loan mortgage corporation, government national mortgage association,
and student {oan marketing association. All federal agency securities shall be directly
issuances of federal government agencies or instrumentalities;



CITY OF NORTON, OHIO
NOTES TO THE COMBINED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 1997
(CONTINUED)

NOTE 5: WTI ST I
{Continued) '

3. Written repurchase agreements in the securities listed above provided that the market
value of the securities subject to the repurchase agreement must exceed the principal
value of the agreement by at least two percent and be marked to market daily, and
that the term of the agreement must not exceed thirty days;

4. Bonds or other obligations of the State of Ohio;

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

6. The State Treasurer’s investment pool (STAROhio).

The City may also invest any monies not required to be used for a period of six months
or more in the following:

1. Bonds of the State of Ohio,

2. Bonds of any municipal corporation, village, county, township, or other political
subdivision of this State, as to which there is no default or principal, interest or
coupons; and

3. Obligations of the City.

Investments in stripped principal or interest obligations, reverse repurchase agreements,
and derivatives are prohibited. The issuance of taxable notes for the purpose of
arbitrage, the use of leverage and short selling are also prohibited. An investment must
mature within five years from the date of purchase unless matched to a specific
obligation or debt of the City, and must be purchased with the expectation that it will be
held to maturity. '

Investments may only be made through specified dealers and institutions. Payment for
investments may be made only upon delivery of the securities representing the
investments to the treasurer or, if the securities are not represented by a certificate, upon
receipt of confirmation of transfer from the custodian.
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CITY OF NORTON, OHIO
NOTES TO THE COMBINED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 1997
(CONTINUED)

NOTE 5: DEPOSITS WITH FINANCIAL INSTITUTIONS AND INVESTMENTS
(Continued)

Collateral is required for demand deposits and certificates of deposits in excess of all
deposits not covered by federal depository insurance. Obligations that may be pledged
as collateral are obligations of the United State and its agencies, obligations of the State
of Ohio and its municipalities, and obligations of the other states.

Obligations pledged to secure deposits must be delivered to a bank other than the
institution in which the deposit is made. Written custodial agreements are required.

Deposits
The Governmental Accounting Standards Board has established risk categories for
deposits as follows:

Category ] - Insured or collateralized with securities held by the City or by its agent in
the City’s name.

Category 2 - Collateralized with securities held by the pledging financial institution's
trust department or agent in the City's name

Category 3 - Uncollateralized. (This includes any bank balance that is collateralized
with securities held by the pledging institution or ifs trust department or agent but not
in the City's name.

Book Bank
FDIC First Merit ' $ 109,746 $ 117,088
FDIC ' Bank Cne 165,752 165,752
Total Deposits $ 275498 § 282,840

All deposits are carried at cost. At year end, the carrying amount of the City's cash and
deposits was $275,498 and the bank balance was $282,840. Of the bank balance,
$200,000 was insured by the FDIC and $82,840 was classifled as Risk Category 3.
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CITY OF NORTON, OHIO
NOTES TO THE COMBINED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 1997
(CONTINUED)

DEPOSTTS WITH FINANCIAL INSTITUTIONS AND INVESTMENT.
(Continued)

v nts
The Governmental Accounting Standards Board has established risk categories for
investments as follows:

Caregory [ - Investments that are insured or registered or for which the securities are
held by the City or its agent in the City's name.

Category 2 - Uninsured and unregistered investments for which the securities are held
by the counterparty's trust department or agent in the City's name.

Category 3 - Uninsured and unregistered investments for which the securities are held
by the counterparty, or by its trust department or agent but not in the City's name.

The City's categorized investments at December 31, 1997 were as follows:

Investment Finaneial Institution —Cost ~ MarketVahe
Repurchase Agreement ' ’

(Risk Category 3) First Merit $1,415,0006 $1,415,060
Total Categorized Investments 1,415,000 1,415,000

The City's uncategorized investments
at December 31, 1997 were as follows:

Ohio Public Employees Deferred Compensation 532,706 532,706
Aetna Life Insurance & Annuity Company ‘ 17,886 17,886
Total Uncategorized Investments 550,592 550,592
Total Investments $1,965,592  $1,965,592

Statutes establishing the deferred compensation plan discussed in Note 9 authorize the
City to enter into agreements with specific third parties to administer the plans on behalf
of the City and its employees. As of December 31, 1997, the variable and fixed annuity
contracts with the Ohio Public Employees Deferred Compensation Program had a
market value of $532,706, which is reported in the Agency funds. The contracts are
uninsured and uncollateralized, but are held by the third party or their agent, in the name
of the City. The Agency Funds also include guaranteed investment contracts with Aetna,
which had a market value of $17,886 at December 31, 1997. The investments are group
annuity contracts.



CITY OF NORTON, OHIO
NOTES TO THE COMBINED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 1997
(CONTINUED)

Investments (Continued)

The City maintains conirol over cash balances by funds through its accounting system.
Certain cash is commingled for investment purposes to maximize the rate of interest that
can be earned on investment funds. Cash balances and investments by fund types are as
follows:

Governmental Fund Types

General Fund $ 301,745

Special Revenue Fund 592,497

Debt Service Fund 15,181

Capital Projects Fund 708,945
Fiduciary Fund Types

Agency Funds _ . 622,722

$2,241,090
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CITY OF NORTON, OHIO
NOTES TO THE COMBINED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 1997
(CONTINUED).

NOTE 6: RECEIVABLES

The receivables at December 31, 1997 consist of taxes, intergovernmental receivables
arising from grants, entitlements, or shared revenues, All receivables are considered

fully collectible.

A summary of the principal items of intergovernmental receivables follows:

Estate Tax § 63,725
Local Government Support 109,624
Local Government Revenue Assistance 13,597
Franchise Fee . - 9.175
Liquor Permits 2,137

Total General Fund 198,258

Street Maintenance o
Gasoline Tax 25,238
Motor Vehicle License Tax 20,222

Total 45,460

State Highway
Gasoline Tax : 2,046
Motor Vehicle License Tax 1,639

Total 3,685

Permissive '

Permissive Tax 1,846
Total 1,846

DWI Education & Enforcement

Immobilization Fee 35
Total 35

Total Special Revenue Funds 51,026
Total All Funds $ 249,284
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CITY OF NORTON, OHIO _
NOTES TO THE COMBINED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 1997

(CONT}NUED) -

NOTE7: FIXED ASSETS

NOTE &:

The general fixed assets in 1997 were as follows: . _

December 31,

Description , 1997
Land 3 176,350
Buildings & Improvements ~ _ 1,502,540
Fumniture, Fixtures, - ' o
Machmery & Equzprnent ' 1,243,234
Infrastructure ' o 3,287,111
Vehicle . 1,001,192
Total § 7210427

During 1998 the City had an appraisal performed due to the conversion from cash basis
of accounting to the GAAP basis of accounting. In prior years, fixed assets were not
recorded on a cash basis.

PENSION AND RETIREMENT

All of the City's full-time employees participate in one of two separate retirement
systems which are cost-sharing multiple employer defined benefit pension plans.

A. Public Emplovees Retirement System (the PERS of Ohio)

The PERS of Ohio adopted GASB Statement No. 25, Financial Reporting for
Defined Benefit Pension Plans and Note Disclosures for Defined Contribution Plans,
and GASB Statement No. 26, Financial Reporting for Postemployment Healthcare
Plans Administered by Defined Benefit Pension Plans in 1994 and have applied the
provisions of these statements retroactively to January 1, 1993. The following
information was provided by the PERS of Ohio to assist the City in complying with
GASB Statement No. 27, Accounting for Pensions by State and Local Government
Employers.

I Pension Benefit Oblizati

All employees of the City, except non-administrative full-time uniformed police
officers and full-time firefighters, participate in the PERS of Ohio, a cost-sharing
multiple-employer defined benefit pension plan. The PERS of Ohio provides
retirement and disability benefits, annual cost-of-living adjustments and death
benefits to plan members and beneficiaries. Chapter 145 of the Ohio Revised
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CITY OF NORTON, OHIO
NOTES TO THE COMBINED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 1997
(CONTINUED)

NOTE 8: PENSION AND RETIREMENT (Continued)
A. Public Employees Retirement Syvsiem (the PERS of Ohijo) (Continued)
1. Pension Benefit Obligations (Continued)

Code provides statutory authority to establish and amend benefits. The Public
Employees Retirement System of Ohio issues a stand-alone financial report that
includes financial statements and required supplementary information for the
PERS of Ohto. Interested parties may obtain a copy by making a written request
to 277 East Town Street, Columbus, Chio 43215-4642, or by calling (614) 466-
2085. . ‘

The Ohio Revised Code provides statutory authority for employee and employer
confributions. The employee contribution rate is 8.5%. The 1997 employer rate
for local government employer usits was 13.55% of covered payroll, 8.44% to
fund pension benefit obligation and 5.11% to fund health care. Required
employer contributions are equal to 100% of the dollar amount billed to each
employer and must be extracted from the employer’s records. The contribution
requiremnents of plan members and the City are established and may be amended
by the Public Employees Retirement Board. The City's contributions to the
PERS of Ohio for the years ending December 31, 1997, 1996, and 1995 were
$156,753, $150,205, and $150,619, respectively, which were equal to the
required contributions for each year. The full amount has been contributed for
1997 and 1996, 73% has been contributed for 1998 with the remainder being
reported as a liability within the respective funds.

2. Qther Postemplovment Bepefits

In addition to the pension benefit obligation described above, the PERS of Ohio
provides postretirement health care coverage to age and service retirants with ten
or more years of qualifying Ohio service credit and to primary survivor recipients
of such retirants. Health care coverage for disability recipients is available. The
health care coverage provided by the retirement system is considered an Other
Postemployment Benefits (OPEB) as described in GASB Statement No. 12. A
portion of each employer’s contribution to the PERS of Ohio is set aside for the
funding of post retirement heaith care. The Ohio Revised Code provides
statutory authority for employer contributions. The 1997 employer contribution
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CITY OF NORTON, OHIO
NOTES TO THE COMBINED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 1997
(CONTINUED)

NOTE 8: PENSION AND RETIREMENT (Continued)
A. Public Emplovees Retirement System (the PERS of Ohio} (Continued)
2. Qther Postemployment Benefits (Continued) -

rate for local government employers was 13.55% of covered payroll; 5.11% was
the portion that was used to fund health care for 1997, which amounted to
$59,112 of covered payroll.

The Ohio Revised Code provides statutory authority requiring public employers
to fund postretirement health care through their contributions to PERS.

Other Postemployment Benefits are financed through employer contributions and
investments earnings thereon. The contributions allocated to retiree health care,
along with investment income on allocated assets and periodic adjustments in
health care provisions are expected to be sufficient to sustain the program
indefinitely. Expenditures for Other Postemployment Benefits during 1997 were
£393,559,827. As of December 31, 1997, the unaudited estimated net assets
available for future Other Postemployment Benefits payments were
$8,292,570,002. The number of benefit recipients for Other Postemployment
Benefits at December 31, 1997 was 113,906. During 1997, the Retirement
Board adopted a new calculation method for determining employer contributions
applied to OPEB. Under the new method, effective January 1, 1998, employer
contributions, equal to 4.2% of member covered payroll, are used to fund health
care expenses. Under the prior method, accrued liabilities and normal cost rates
were determined for retiree health care coverage.

The PFDPF System of Ohio continues to report pursuant to GASB Statement No. 3,
Disclasure of Pension Information by Public Employee Retirement Systems and
State and Local Government Employers and GASB Statement No. 12, Disclosure of
Information on Postemployment Benefits Other Than Pension Benefits by State and
Local Government Employers. The PFDPF System of Ohio has indicated that they
will report pursuant to GASB Statements No. 25 and No. 26 in a future reporting
period. The following information was provided by the PFDPF System of Ohio to
assist the City in complying with GASE Statement No. 27.
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CITY OF NORTON, OHIO
NOTES TO THE COMBINED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 1957
(CONTINUED)

NOTE 8 PENSION AND RETIREMENT (Continued)
n's Dis ili and Pension the PFDP tem of Ohi

1. Pension Benefit Obligations
All City full-time police officers and full-time firefighters participate in the
Police and Firemen's Disability and Pension Fund of Ohio (the “PFDPF System
of Ohio™), a cost-sharing multiple-employer defined benefit pension plan. The
PFDPF System of Ohio provides retirement arid disability benefits, annual cost-
of-living adjustments, and death benefits to plan members and beneficianes.
Benefit provisions are established by the Ohio State Legislature and are codified
in Chapter 742 of the Ohio Revised Code. The Police and Firemen's Disability
and Pension Fund of Ohio issues a publicly available financial report that
includes financial statements and required supplementary information for the
PFDPF System of Ohio. Interested parties may obtain a copy by making a

written request to 140 East Town Street, Columbus, Ohio 43215-5164 or by
calling (614) 228-2975.

Plan members are required to contribute 10% of their annual covered salary,
while employers are required to contribute 19.5% and 24.0% respectively for
police officers and firefighters. The City's confributions to the PEDPF System
of Ohio for the years ending December 31, 1997, 1996, and 1995 were $146,313,
$134,292, and $136,874, respectively, which were equal to the required
contributions for each year. The full amount has been contributed for 1997 and
1996, 73% has been contributed for 1998 with the remainder being reported as
a liability within the respective funds.
2. empl 1t Ben . o

The PFDPF System of Ohio provides postretirement health care coverage to any
person who receives a monthly benefit check or is a spouse or eligible dependent
child of such person. An eligible dependent child is any child under the age of
18, whether or not the child is attending school, or under the age of 22 if
attending school on a full-time or two-thirds basis. The health care coverage
provided by the retirement system is considered an Other Postemployment
Benefit (OPEB) as described in GASB Statement No. 12. The Ohio Revised
Code provides that health care costs paid from the funds of the Police and
Firemen’s Disability and Pension Fund shall be included in the employer’s
contribution rate. The total police employer contribution rate is 19.5% of
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CITY.OF NORTON, OHIO
NOTES TO THE COMBINED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 1997
(CONTINUED)

NOTE 8: PENSION AND RETIREMENT (Continued)

B. Palice and Firemen's Disabilitv and Pgns;gn und (the BE DPY System of Ohio)
(Continued)

2. Qther Postemplovment Benefits (Continued)

covered payroll and the total firefighter employer contribution rate is 24% of
covered payroll. -The Ohio Revised Code provides statutory authority for
employer contributions and allows the Fund's Board of Trustees to provide
postemployment health care coverage to all eligible individuals. '

Health care funding and accounting is on a pay-as-you-go basis. Currently, 6.5% =~

of covered payroll, the Board-defined allocation, is used to pay retiree health
care expenses. In addition, since July 1, 1992 most retirees have been required
to contribute a portion of the cost of their health care coverage through a
deduction from their monthly benefit payment.

The number of participants eligible to receive health care benefits as of
December 31, 1996, the latest information available, is 17,493 for police and
14,120 for firefighters. Employer contributions used to pay postemployment
benefits were $53,991 for police and $6,878 for firefighters. The Fund’s total
health care expense for the year ending December 31, 1996, the latest
information available, was $71,674,335.

NOTE9: ACCUMULATED UNPAID EMPLOYEE BENEFITS

In accordance with Government Accounting Standards Board (GASE) Statement 16, the
City of Norton, Ohio has accrued a liability for compensated absences (vacation and sick
leave) at December 31, 1997 along with any salary-related payments associated with the
payment of compensated absences.

Sick leave for City employees is accrued at rates of 4.6 for every 80 hours. Employees
who retire or terminate service after 10 years may convert 25 percent of accumnulated
sick leave days into a lump-sum payment within certain limitations. For governmental
funds, the City recogrized the current portion of this liability at December 31, 1997 that
is expected to be liquidated with expendable available financial resources. Asof
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NOTE 10:

CITY OF NORTON, OHIO
NOTES TO THE COMBINED FINANCIAL STATEIVIENTS )
FOR THE YEAR ENDED DECEMBER 31 1997
(CONTINUED)

ACCUMULATED UNPAID EMPLOYEFE BFENEFITS (Continued)

December 31, 1997, the General Fund and Special Revenue Funds were $14,581 and
$455, respectively. The remainder of the compensated absences liability for
governmental funds is reported in the general long-term debt account group. The
balance at December 31, 1997 is $465,492,

City employees generally earn vacation leave ranging from 5 to 25 days per year based
on length of service. No more than the amount of vacation accrued in the previous
twelve-month period can be carried forward into the next calendar year without written
consent of the City Mayor. For governmental fund types, accumulated vacation leave -
is recorded as a liability within the respective fund types since it has to be used in the
following vear or be forfeited. The accumulated vacation leave at December 31, 1997
for the General Fund and Special Revenue Fund was $7,158 and $520, respectively.

Employees of the City may elect to participate in the Ohio Public Employees Deferred
Compensation Plan created in accordance with Internal Revenue Code Section 457.
Under this program, employees elect to defer a portion of their pay. The deferred pay
and any income earned on it are not subject to federal and state income taxation until
actually received by the employee.

All property and rights purchased with the amounts of compensation deferred under the
plan and deposited with the program, and all income attributable to the amounts,

property, or rights are (until paid or made available to the employee or other beneficiary)
solely the property and rights of the City (without being restricted to the provision of
benefits under the plan), subject only to the claims of the City’s general creditors.
Participants’ rights under the plan are equal to those of general creditors of the City in
an amount equal to the fair market value of the deferred account for each participant.
The plan agreement states that the City, as part of its fiduciary role, and the Chio Public
Employees Deferred Compensation Board have no liability for losses under the plan
with the exception of fraud or wrongful taking,
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NOTE 10: BENEFITS (Continued)
Deferred Compensation Plan (Continued)

An agency fund has been established to account for these monies as prescribed by
Governmental Accounting Standards Board Statement No. 2, Financial Reporting of
Deferred Compensation Plans Adopted Under the Provisions of Internal Revenue Code
Section 457. As of December 31, 1997, the amount on deposit with the Ohio Public
Employees Deferred Compensation Board was $532,706 valued at market and $17,886.
on deposit with Aetna Life Insurance and Annuity Company.

NOTE 11: SHORT-TERM DEBT

Short-term debt outstanding at December 31, 1997 consisted of the following:

Description January 1, 1997 _Additions  Deletions December 31, 1997
Bond Anticipation Note -
- Betz Run Storm Sewer o
(Renewal) $ 100,000 § 50,000 § 100,000 $ 50,000

- Wooster Road Sanitary
Sewer (Waterline portion) 520,000 111,000 520,000 111,000
- 1997 Streets Program 0 100,000 0 100,000
- Multi-Purpose Equipment 166,000 100,000 166,000 100,000
- Municipal Sanitary Sewer
System (Wooster Road :
Sanitary Sewer Project) 185,000 100,000 185,000 100,000

Total : $ 971,000 5 461,000 $ 571,000 $ 461,000
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CITY OF NORTON, OHIO
NOTES TO THE COMBINED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 1997
' (CONTINUED)

NOTE 12: LONG-TERM DEBT
Long-term obligations of the City at December 31, 1997 are as follows:

Balance at Additions/ Balance at

Special Assessment Bonds $ 122,000 $ (7,0000 §$ 115,000
Total Bond Indebtness $ 122000 § (7,000) S 115,000
Accrued Compensated Absences $ 424324 § 41,168 § 465492
Total Other Long-Term Obligations 424,324 41,168 465492
TOTAL LONG-TERM DEBT . $ 546324 $ 34,168 § 580,492

Principal and interest requirements to retire long-term obligations outstanding at
December 31, 1997 are:

Obligation
1998 - - - $ 12,590
1999 - 7 _ ' ' 12,260
2000 ' ' 11,930
2001 11,600
2002 : 11,270
2003-2007 , . 51,400
2008-2012 43,150
2013-2016 : : 46,600
Total 200,800
Less Interest (85,800}
Qutstanding Principal $ 115,000

=—— == _——
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NOTES TO THE COMBINED FINANCIAL STATEMENTS
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(CONTINUED) |

CLAIMS AND JUDGMENTS

There are several lawsuits pending in which the City is involved. City management
estimates that the potential claims against the City not covered by insurance resulting
from litigation would not materially affect the financial statements of the City.

The City has received federal and state grants for specific purposes which are subject to
review and audit by the grantor agencies. Such audits could lead to requests for
retmbursements to grantor-agencies for expenditures disallowed under the terms of the
grant. Based upon our experience, the City's management believes such disallowances,
if any, will be immaterial.

RISK MANAGEMENT

The City is exposed to various risks of loss related to torts, theft of, damage to, and
destruction of assets; errors and omissions; injuries to employees; and natural disasters.
During 1997, the City contracted with several companies for various types of insurance
as follows: '

Ohio Casualty Ins. Co. Bond-Public Employees 5 0
National Casualty Co. Public Officials Liability $ 10,000
National Casualty Co. - Law Enforcement Liability $ 10,000
Wichert Insurance Commercial Property 5 1,000
Wichert Insurance Inland Marine $ 1,000
Wichert Insurance Automobile Liability b3 250
Wichert Insurance Automobile Collision 5 500
Wichert Insurance General Liability $ 2,500
' $1,000,000 per occurrence
$2,000,000 aggregate
Wichert Insurance Umbrella Liability $ 10,000
Qhio Casualty Ins. Co. ~ Bond-Finance Director $ 0
Ohio Casualty Ins. Co. -... Bond - Mayor & 0
Ohio Casualty Ins. Co. Bond - Administrator $ 0
Wichert Insurance Commercial Crime § Q
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NOTE 14: RISK MANAGEMENT (Continued)

The City pays the State Workers' Compensation System a premium based on a rate per
$100 of salaries. This rate is calculated based on accident history and administrative
Costs. - :

The City also purchases insurance coverage to provide employee health benefits and
pays unemployment claims to the State of Ohio as incurred.

The City continues to carry commercial insurance for other risks of loss, including
employee health and life insurance. Settled claims, resulting from these risks, have not
exceeded commercial insurance coverages in any of the past three fiscal years.

The City reports all of its risks management activities for health insurance in its General
Fund. Claims expenditures and liabilities are reported when it is probable that a loss has
occurred and the amount of that loss can be reasonably estimated. These losses include
an estimate of claims that have been incurred but not reported.

At December 31, 1997, the amount of these liabilities was $6,337. The liability is the
City’s best estimate based on available information. Changes in the reported liability
since December 31, 1995 resulted from the following: '

Current-Year

Beginning-of- ) Claims and _ Balance at
Fiscal-Year Changes in , Claims Fiscal

Liability Estimates Payments Year-End
1996 $21,752 - $134,101 $145,521 $10,332
1997 10,332 - - 139,267 143,262 6,337

There has been no significant reduction in insurance coverage as E:dmpafed to the prior
year. In addition, settled claims resulting from these risks have not exceeded
commercial insurance coverages in any of the past three fiscal years.
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614 Superior Avenue, N.W.

Rockefeller Building, Suite 1242

Cleveland, Chic 44113
Charles E. Harris & Associates Office phone - (216) 575.1630

Cerﬁé'ea’ Public Accountants Fax - (216) 4362411

REPORT ON COMPLIANCE AND ON INTERNAL CONTROL OVER FINANCIAL
REPORTING BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

The Honorable Mayor and Members
of City Council

City of Norton

Norton, Ohio

We have audited the general purpose financial statements of the City of Norton as of and for the year
ended December 31, 1997 and have issued our report thereon dated September 13, 1999. We conducted
our audit in accordance with generally accepted auditing standards 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 City’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 certain immaterial instances of noncompliance that
we have reported to management in a separate letter dated September 13, 1999.

Internal Contirols Over Financial Reporting

In planning and performing our audit, we considered the City’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 net 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.
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However, we noted other matters involving the internal controf over financial reporting that we have
reported to the management of the City in a separate letter dated September 13, 1999.

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

Chetad & oo, A‘DMV

Charles F. Harris & Associates
September 13, 1999
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STATUS OF PRIOR AUDIT’S CITATIONS AND RECOMMENDATIONS

The prior audit report, as of December 31, 1996 did not include any material citations or
recommendations.
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STATE OF OHIO
OFFICE OF THE AUDITOR

Jim PETRO, AUDITOR OF STATE

L=

CITY OF NORTON

SUMMIT COUNTY

CLERK’S CERTIFICATION

88 East Broad Street
P.O. Box 1140

Columbus, Ohio 43216-1140

Telephone 61 4-466-4514
800-282-0370

Facsimile 614-466-4490

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.

- By MW

Date: JAN 1 3 2000
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CITY OF NORTON, OHIO

EX OF

GOVERNMENTAL FUND TYPES

e 1 Fund Tvpes ,
General -

Special Revenue Fund Types
Street Construction, Maintenance, and Repairs
State Highway Improvement
Special Permissive License Plate Tax
Street Lighting
Municipal Income Tax
Issue I1
Fire Fund
Drug Abuse Resistance Education
Emergency Medical Service
DWI Enforcement and Education
Beautification
Environmental and Natural Resource
Community Development Block Grant
Drug Law Enforcement
Law Enforcement.
Community Center
Greenwich Road Praperty
Cemetery
Special Events
Federal Emergency Management Assistance
Recycling
Scrap Tire
Policemen/Firemeén’s Disability Pension
Mayor’s Court Computer Technical Program

D ervi n es -
General Bond Retirement o e =
Special Assessment Bond Retirement ‘



CITY OF NORTON, OHIO

INDEX QF FUNDS
(Continued)

GOVERNMENTAL FUND TYPES (Continued)

Capital Projects Fund Types
Land and Land Improvements
Building
Equipment
Streets, Highways, Bridges
Storm Sewer
Waterline
Sanitary Sewer
Sidewalks
Drilling
Other Capital Improvements

FID RY D TYPE

Agency Funds .
General Agency

Sick Leave
Building Standards
Mayor’s Court

GENERAL ACCOUNT GROUPS L
Generai Fixed Asset Account Group

General Long-Term Debt Account Group



STATE OF OQHIO 35 North Fourth Street, 1* Floor

Columbus, Chi
OFFICE OF THE AUDITOR umbus, Ohio 43215
— - Telephone 614-466-4514

JiM PETRO, AUDITOR OF STATE o 800-282-0370
Facsimile 614-728-7398

Honorable Mayor and Members of City Council
City of Norton ‘
Norton, Ohio 44203-5708

We have reviewed the Independent Auditor's Report of the City of Norton, Summit County,
prepared by Charles E. Harris & Associates, Inc., for the audit period January 1, 1997 through
December 31, 1998. Based upon this review, we have accepted these reports in licu of the audit
required by Section 117.11, Revised Code. The Auditor of State did not audit the accompanying
financial statements and, accordingly, we are unable to express, and do not express an opinion
on them. '

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

PETRO
Auditor of State

January 5, 2000




614 Superior Avenue, N.W.
Rockeleller Building, Suite 1242
Cleveland, Ohis 44113

C?xar’es E. Harris & Associates COffice phone - (216) 575.1630
Certified Public Accountants _________________Fu_(216)436.2411_

NDEPENDENT ACCO ANT'S REPO

The Honorable Mayor and Members of Council
City of Norton
Norton, Ohio

We have audited the accomp'anying general purpose financial statements of City of Norton (the City), as
of and for the year ended December 31, 1998, These general purpose financial statements are the
responsibility of the City's management. Qur responsibility is to express an opinion on these general
purpose financial statements based on our audit,

We conducted our audit in accordance with generaily accepted auditing standards and the standards
applicable to financial avdits contained in Government Auditing Standards, issued by the Comptroller
General of the United States. Those standards require that we plan and perform the audit to obtain
reasgnable assurance abeut whether the general purpose financial statements are free of material
miisstatement. An audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the general purpose financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the overall financial
statement presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the general purpose financial statements referred to above present fairly, in all material
respects, the financial position of the City as of December 31, 1998, for the years then ended in conformity
with generally accepted accounting principles.

Ag description in Note 2 to the cambined financial statements, in 1998 the City changed its method of
accounting for investments and its deferred compensation plans.

In accordance with Government Auditing Standards, we have also issued a report dated September 13,
1599 on our consideration of the City's internal control over financial reporting and our tests of its
compliance with certain provisions of laws, reguiations, contracts and grants.

Qoo € H ovrnin 3P oag S

Charles E. Harris & Associates
September 13, 1999



CITY OF NORTON, OHIO

COMBINED BALANCE SHEET - ALL FUND TYPES AND ACCOUNT GROUPS

DECEMBER 31, 1998

FIDUCIARY

FUND TYPE ACCOUNT GROUPS = __TOTAL
General General Long- (Memorar

Special Capital Debt

$ 700,077 § 905729 % 16,233 § 71,735

1,113,622 0 2,527 0
1,750 0 0 0
48,024 0 0 0
4,751 0 0 0
24,777 0 0 0

0 0 0 0

0 0 0 0

0 o 0 0

3 0

7,732,83

0

0

0
o
0
0
o
0

5

_General _Revepue  _Projects  _Service _Agency Fixed Assets TermDebt _ Oniy

0 S 1,89,

16,233

671,349

16

671

ASSETS
Cash & Cash
Equivalents $202,983
Receivables:
Taxes 298,882
Accounts 21,637
Intergovernmental 215,363
Prepaid Expenses 13,065
Supplies Inventory 2,714
Fixed Assets 0
Amount Avatlable for
Retirement of General
Long-Term Obligations -
Debt ¢]
Amount to be Provided for
Retirement of General
Long-Term Obligations 0
Total Assets $ 754,644

$ 1,893,001 § 90572% § 18,760 3 71,735

§ 7,732,830 § 687,582 § 12,064

The notes to the general purpose financial statements are an integral part of these statements.
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CITY OF NORTON, CHIC
COMBINED BALANCE SHEET - ALL FUND TYPES AND ACCOUNT GROUPS
DECEMBER 31, 1998

(CONTINUED)
FIDUCIARY
— GOVERNMENTALFUNDTYPES  FUNDTYPE ACCOUNT GROUPS = _ TOQTALS
Special Capital Debt General  General Long- (Memorandum
.ccounts Payable $ 20,715 § 27007 S 2,680 $ 0 § 22835 8 0 s 0 3 73,257
cored Wages &

Benefits 63,303 31,230 . D 0 0 0 0 04 533
efundable Deposits 0 0 0 0 48,880 0 0 48,880
eferred Revenues 321,698 728,242 0 2,527 0 0 0 1,052,467
ontracts Payabie 0 0 116,806 0 ¢ 0 0 116,806
[otes Payable 0 ] 0 206,000 .0 0 0 0 206,000
laims Payable 14,409 0 0 0 0 0 0 14,409
pecial Assessment

Bonds Payable 0 0 0 0 0 0 110,000 110,000
‘ompensated Absences

Payable 34,014 7.888 0 ¥ 0 0 483,854 525,756
«corued Pension Liability 0 0 0 0 0 0 93,728 93,728
otal Liabilities 454,139 794,367 325486 2,527 71,735 0 687,582 2,335,836
westment in General N '

Fixed Assets 0 0 0 0 0 7,732,830 0 7,732,830
und Balance: 7

Reserved for Encumbrances 0 0 37,753 0 0 o 0 ) 37,753

Reserved for Inventory

of Supplies 2,714 24,777 0 0 0 ¢ g 27,491

Reserved for Prepaid

Items 13,065 4,751 0 0 ) 0 0 17,816
.eserved for Debt Service 0 0 0 16,233 o . .0 o 16,233
Inreserved: )

Undesignated 284,726 1,069,106 542,4%0 0 . 0 0 0 1,896,322
‘otal Fund Equity 300,505 1,098,634 580,243 16,233 0 7,732,830 0 9,728,445
‘otal Liabilities & - N - ST o -
Fund Equity $754,644 $ 1,893,001 $ 905,729 $ 18,760 $ 71,735 S 7,732,830 § 687,582 $ 12,064,281

‘he notes to the general purpose financial statements are an integral part of these statements.



CITY OF NORTON, OHIO

COMBINED STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN
FUND BALANCES - ALL GOVERNMENTAL FUND TYPES
FOR THE YEAR ENDED DECEMBER 31, 1998

REVENUES

Taxes

Intergovermmental

Special Assessments
Charges for Services
Fines, Licenses, & Permits
Interest Eamings
Miscellaneous

Total Revenues

EXPENDITURES

Current Operations & Maintenance
Security of Persons & Property
Public Health Service
Leisure Time Activities
Community Environment
Basic Utility Services
Transportation
General Government

Capital Qutlay

Debt Service:
Principal
Interest & Fiscal Charges

Totai Expenditures

Excess Revenue Over(Under)
Expenditures

THER FINA RCE

Sale of Fixed Assets
Transfers from Other Funds
Transfers to Other Funds
Other Sources

QOther Uses

Total Qther Financing
Sources (Uses)

Excess of Revenues and Other Sources

Over (Under) Expenditures and
Other Uses

Fund Balance - Beginning of Year
Increase (Decrease) in
Reserved for Inventory

Fund Balance - End of Year

Totals

Special Capital {Memorandum

—GCeneral = __Revenue . __ Projects . DebiService __ Onlv)

§ 308,441 S 2875515 § 0 % 0 $ 3,183,956
934,966 636,150 68,170 0 1,639,286

0 0 0 11,416 11,416

19,393 1,860 0 0 - 21,253

287,126 .35,468 0 0 322,594
80,732 . 14,165 0 0 94,897

9,047 13,131 0 0 22,178
1,639,705 3,576,289 88,170 T11,416 5,295,580 -
1,407,960 254,571 91,513 0 1,754,044
0 328,758 0 0 328,758

66,580 15,007 0 0 81,587

90,637 3,314 0 0 93,951

2,564 , 0 28,605 0 31,169

0 551,879 0 0 551,879

1,005,294 0 3,704 0 1,008,998

589 72,130 809,514 0 882,233

0 0 0 5,000 5,000

0 0 17,551 7,590 25,141

2,573,624 1,225,859 950,887 12,590 4,762,760
(933,919) 2,350,630 (882,717) (1,174) 532,820
0 3,006 o 0 3,006
1,750,550 285,000 11,023,533 2,226 3,061,349
(904,759)  (2,156,000) 0 0 (3,060,759)

139,619 85,801 342,143 0 567,563
(5,338) (375,701) 0 0 (385,039)
980,112 (2,161,394) 1,365,676 2,226 186,120
46,193 188,736 482 959 1,052 718,940

254312 889,226 97,284 15,181 1,256,003
0 20,672 0 0 20,672

$ 300,505 § 1,098,634 § 580,243 %

16,233 3 1,995,615

The notes to the general purpose financial statements are an integral part of these statements.



CITY OF NORTON, OHIO 7
COMBINED STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN
FUND BALANCES - BUDGET AND ACTUAL (NON-GAAP BUDGETARY BASIS) -
ALL GOVERNMENTAL FUND TYPES N
FOR THE YEAR ENDED DECEMBER 31, 1998 i

GENERAL FUND _SPECIAL REVENUE FUND,

Variance- ~ Vanance-

Revised Favorable Revised Favorable
REVENUE Actual _ (Unfaveorable) Budget . Actugl_ _ (Unfavorable)
Focal Taxes $ 300,110 $ 298222 $ (1,888) $2856414 $2825163 § (31.251)
Intergovernmental Revenues 843,207 924,746 81,539 626,524 639,152 12,628
Special Assessments 0 0 0 0 0 0
harges for Services 1,629 19,393 17,764 1,377 1,860 483
Fines, Licenses, & Permits 284 430 289,586 .. 5156 33,275 . 34395 1,120
Interest 50,000 80,732 30,732 16000 14,165 (1.835)
Misceilaneous 20,194 11,904 (8.290) 40,902 18,838 (22.064)
Total Revenues 1,495,370 1,624 383 125,013 3373497 3,333,573 40,915

EXPENDITURES
- . . N

ecurity of Persons & Property 1,487,407 1,487,399 8 328,750 275,396 53,354

Public Health Services 0 : 0 ¢ 320,700 322,295 (1,595

Leisure Time Activities 67,874 67,743 131 21,500 14,722 6,778

Community Environment 94,540 94,326 . 214 6,639 4,139 2,500

Basic Utility Services 0 )] 0 0 0 D

Transportation 0 0 ] 669,689 569,216 100,473

General Government 1,055,589 1,053,097 2,492 38,765 6,201 32,564
Capital Outlay 589 580 _ 0 162,120 72,130 89,990
Debt Service: - ' '

Principal Retirement 0 0 0 0 0 Q

Interest & Other Charges 0 0 0 0 0 0
Total Expenditures 2705999 2703154 2,833 1548163 264,059 283 064
Excess Revenues Over ’ i . - S

(Under) Expenditures (1,206,429 (1,078,571 127,858 2,026,329 2,269,474 243,145
THER FINANCING SQOURCES T o .
m Sale o € :

Sale of Notes 0 0 o 0 0 0
Sale of Fixed Assets 0 0 0 5,071 3,006 (2,065}
Transfers In 1.802,500 1,750,590 (51,910) -~ 285,000 . 285,000 - 0
Transfers Out (905,260) {9204,759) | 501 (2,1%81,000) '(2,156,000) 25,000
Qther Sources 17,900 139316 121,416 228258 85,801 {142,457}
Other Uses (5,376) (5,338 38 (593,898) (_379,701) 214,197
Total Other Financing Sources(Uses) ~ 909,764 979,809 70,045 (27256,569) (Z,181.854) 34,875
Excess of Revenues and Other T == — = —

Financing Sources Over (Under)

Expenditure and Other Uses (296,665) {98,762) 197,903 (230,240 107,580 337,820
Fund Cash Balance-January 1, 1998 301,745 301,745 0 592,497 592,497 4]
Fund Cash Balance - T ) T T S R

December 31, 1998 b 5080 3% 202983 5 197903 § 362257 $ 700077 $ 337820

' " (Continued)

The notes to the general purpose financial statements are an integral part of this statement.
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CITY OF NORTON, OHIO
COMBINED STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN
FUND BALANCES - BUDGET AND ACTUAL (NON-GAAP BUDGETARY BASIS) -
ALL GOVERNMENTAL FUND TYPES
FOR THE YEAR ENDED DECEMBER 31, 1558

(CONTINUED)
DEBRT SE E D CAPITAL PROIEC’I’S FUNDS
) = Vanance- - Vanance-
Revised Favorable Revised Favorable
REVE g Budget Actual  (Unfavorable) __ Budget _Actual  (Unfavorable
axes $ 0 8 0 S 0 8 0§ 0§ 0
Intergovernmental Revenues 0 4] 4] g 68,500 68,300
Special Assessments 12,791 11,416 (1,375) 0 0 0

arges for Services 0 0 0 4] 0 0
Fines, Licenses, & Permits Y] 0 0 0 0 0
Interest 0 0 0 0 0 0
Miscellaneous 0 0 0 0 0 0
Total Revenues 12,751 ITAIG (1.375) 0 6B 30 &8 300
EX ENDITURES = = -

of Persons & Property 0 To T 0 0 0 0

Pubhc eaith Services 0 0 0 0 0 0

Leisure Time Activities 0 0 0 Q 0 0

Community Environment G 4] ) 1¢] ¢ t]

Basic Ultility Services - 0 0 932 932 0

Transportation 0 0 0 0 0 0

General Government 0 0 0 258,572 3,404 255,168
Capital Outlay 0 0 0 1,733,385 960,505 773, "380
Debt Service:

Principal Retirement 467,000 466,000 1,000 0 0 0

Interest & Other Charges 32,000 25,151 6,849 0 0 0
Total Expenditures 490, DUU 401,157 7 BT I 5593 389 554,341 1,028,548
Excess Revenues Over (Under)

Expenditures (486, 209) 7 (479,735) 6,474 (1 993 389) (896,341) 1,097,048
QTHER FINANCING S?URQES {Uses) ' R ~ ) ST T : '

om sale 0 1 T } T

Sale of Notes 0 206,000 206,000 430,000 0 (430,000)
Sale of Fixed Assets 0 0 V] V] 0 0
Transfers In 481,617 274,777 (206,840) 599,384 854,466 255,082
Transfers Out 0 0 ¢ (103484)  (103.484) 0
Other Sources 0 0 0 430,236 342,143 (88,093)
Other Uses ] ¥ Q g a
Total Other Financing Sources(Uses) 431,517 EEU 777 iSZUi 356,136 093, IZS (263 UIU
Excess of Receipts and Other

Financing Sources Over (Under)

Expendifures and Other Uses T (4,592) 1,042 5634 (637.253) 196,784 §34,037
Fund Cash Balance-January 1, 1998 15,181 15,181 0 708 945 708,945 0
Fund Cash Balance - T T S e L e

December 31, 1998 $ 10589 § 16223 8 5,634 $ 71 692 $ 905 729 $ 834037

The notes to the general purpose financial statements are an integral part of this statement.
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CITY OF NORTON, OHIO

COMBINED STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN

FUND BALANCES - BUDGET AND ACTUAL (NON-GAAP BUDGETARY BASIS) -
ALL GOVERNMENTAL FUND TYPES

FOR THE YEAR ENDED DECEMBER 31, 1998

{CONTINUED)
OTAL TORANDUM ONI,
anance-
Revised Favorable
VE Budget Actmal  (Unfavorable)
%me $ 3,156,524 § 3,123385 § (33,139)
Intergovernmenta] Revenue 1,469,731 1,632,398 162,667
Special Assessments 12,791 11,416 (1,375}
harges for Services 3,006 21,253 18,247
Fines, Licenses, & Permits 317,705 323,981 6,276
Interest 66,000 94,897 28,897
Miscellaneous 61,096 30,742 (30,354)
Total Revenues 5,086,853 338072 T I51219
EXPENDITURES _ ' '
t . .
ecu;‘it{[of Persons & Property 1,816,157 1,762,795 53,362

Public Health Services 320,700 322295 {1,595)

Leisure Time Activities 89,374 82,465 6,909

Community Environment 101,179 98,465 2,714

Basic Utility Services 932 932 0

Transportation 669,689 569,216 100,473

General Government 1,352,926 1,062,702 290,224
ga£im1 Outlay 1,896,594 1,033,224 863,370

t Service:

Principal Retirement 467,000 466,000 1,000

Interest & Other Charges 32,000 25,151 6,849
Total Expenditures 6,746,551 3437245 1,323,308
Total Revenues Over ) T

(Under) Expenditures (1,639,698) (185,173) 1,474,525
OTHER FINANCING S? LURCES ({Jses) ' T

m Sate o t -

Sale of Notes 430,000 206,000 (224.000)
Sale of Fixed Assets 5,071 3,006 (2,065)
Transfers In 3,168,501  3,164.833 (3.668)
Transfers Qui (3,189,744)  (3,164,243) 25,501
Other Sources 676,394 567,260 (109,134)
Other Uses (599,274) (385,039) 214,235
Total Other Financing Sources(Uses) A00,548 391817 7 {95,13T)
Excess of Reczipts and Other Financing Sources o T '

Over (Under) Expenditures and Other Uses (1,168,750) 206,644 - 1,375,394
Fund Cash Balance - January 1, 1998 1,618,368 1,618,368 0

Fund Cash Balance - December 31, 1998

$339pI% § L3012 ¥ 1375393

The notes to the general purpose financial statements are an integral part of this statement.



NOTE L

CITY OF NORTON, CHIO :
NQTES TO THE COMBINED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 1998

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
A. Reporting Entity ~

The City of Norton, Ohio is a body politic and corporate established for the purpose
of exercising the rights and privileges conveyed to it by the constitution and lfaws of
the State of Ohio.

The City operates under a council-mayor form of government and provides the
following services: public safety, public services, health, recreation and community
development.

The accompanying general purpose financial statements of the City present the
financial position of the various fund types and account groups and the resuits of
operations of the various fund types. The financial statements are presented as of
December 31, 1998, and for the year then ended, and have been prepared in
conformity with generally accepted accounting principles (GAAP) applicable to
local governments. The Governmental Accounting Standards Board (GASB) is the
standard-setting body for establishing governmental accounting and financial
reporting principles, which are primarily set forth in the GASB’s Codification of
Governmental Accounting and Financial Reporting Standards (GASB Codification).

In evaluating how to define the governmental reporting entity, the City adopted the
provision of GASB Statement No. 14, The Financial Reporting Entity, under which
the financial statements include all the organizations, activities, functions, and
component units for which the City (primary government) is financial accountable.
Financial accountability is defined as the appointment of a voting majority of the
component unit’s board, and either (1) the City’s ability to impose its will over the
component unit, or (2) the possibility that the component unit will provide a
financial benefit to or impose a financial burden on the City.

On this basis, the City’s financial reporting entity has no component units but
includes ail funds, account groups, agencies, boards, and commissions that are part
of the primary government, including police and fire protection, waste collection,
parks and recreation, health, certain social services, and general administrative
services.
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CITY OF NORTON, OHIO
NOTES TO THE COMBINED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 1998
(CONTINUED) '

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
B. Basis of Presentation

The accounting policies of the City conform to generally accepted accounting
principles (GAAP) as applicable to governments.

The financial transactions of the City are recorded in individual funds and account
groups. The various funds and account groups are reported by type in the general
purpose financial statements. Amounts in the “Total - (Memorandum Only)”
columns in the general purpose financial statements represent a summation of the
combined groups and are presented only for analytical purposes. The summation
includes fiind types and account groups that use different bases of accounting, both
restricted and unrestricted amounts, interfund transactions that have not been
eliminated, and the caption “Amounts to be Provided”, which does not represent an
asset. Consequently, amounts shown in the “Total - (Memorandum Only)” columns
are not comparable 1o a comnsolidation and do not represent the total resources
available or total revenues and expenditures/expenses of the City. The City uses the
following fund categories, fund types, and account groups:

Governmental Funds

Govemnmental funds are accounted for on a spending measurement focus. Only
current assets and current liabilities are generally included on their balance sheet.
Their operating statements present sources (revenue and other financing sources) and
uses (expenditures and other financing uses) of “available spendable resources™
during a period. ' _

General Fund - To account for all figancial resources except those required to be
accounted for in another fund. The general fund balance is available for any
purpose, provided it is expended or transferred in accordance with the Charter and
legislation of the City of Norton and or the general laws of the State of Ohio.

Special Revenue Funds - To account for the revenues derived from specific revenue
sources (other than expendable trusts or major capital projects) that are legally
restricted to expenditures for specified purposes.

Debt Service Fund - To account for the accumulation of resources for, and the
payment of, general and special assessment long-term debt principal and interest.

i1



CITY OF NORTON, OHIO
NOTES TO THE COMBINED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 1998
(CONTINUED)

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
B. Basis of Presentation (Continued)
Governmental Funds (Continued)

Capital Projects Funds - To account for financial resources to be used for the
acquisition or construction of major capital facilities (other than those financed by
proprietary funds). ' - =

Fiduciary Funds

Agency Funds - To account for assets held by the City as an agency for others and
payroll deductions withheld and awaiting payment. Agency funds are purely
custodial (assets equal Habilities) and thus do not involve measurement of results of
operations,

Account groups are used to establish accounting control and accountability for the
City’s general fixed assets and general long-term debt.

General Fixed Assets Account Group - To account for all fixed assets of the City.
General Long-Term Qbligarions Account Group - To account for all unmatured

long-term obligations of the City.
C. Basis of Accounting

All governmental fund types are accounted for on the modified accrual basis of
accounting and the flow of financial resources measurement focus. Governmental
revenues are recognized when they become measurable and avaiiable to financial
expenditures of the current period. Expenditures are recognized when the related
fund liability is incurred, if measurable, with the exception of accumulated unpaid
employee compensation which is not payable from expendable financial resources.
Agency funds are purely custodial (assets equal liabilities), do not invoive
measuremnent of results of operations, and are accounted for on the modified accrual
basis of accounting,

12



CITY OF NORTON, CHIO
NOTES TO THE COMBINED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 1998
(CONTINUED)

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
C. Basis of Accounting (Continued)

In applying the susceptible to accrual concept under the modified accrual basis, the
following revenue sources are deemed both measurable and available, as they are
collectible within the current period or soon enough thereafter to be used to pay
obligations of the curtent period: investment earmnings, special assessments due in the
current year, income taxes withheld by emplovers, and state-levied locally shared
taxes (including motor vehicle fees). Reimbursements due for federally funded
projects are accrued as revenue at the time the expenditures are made.

Property taxes and special assessments (in the debt service funds), though
measurable, are not available soon enough in the subsequent year to finance current
period obligations. Therefore, property tax and special assessment receivables are
recorded and deferred until they become available.

Other revenues, including licenses and permits, certain charges for services, income
taxes other than those withheld by employers, and miscetlaneous revenues are
recorded as revenue when received in cash because they are generally not
measurable until actually received.

The measurement focus of governmental fund accounting is on decreases in net
financial resources (expenditures) rather than expenses. Most expenditures are
measurable and are recorded when the related liability is incurred except for
unmatured principal and interest on general long-term debt which are recognized
when paid. Allocations of cost, such as deprecation and amortization, are not
recognized in the governmental funds.

D. Budgetary Process

The budgetary process is prescribed by provisions of the Ohio Revised Code and
entails the preparation of budgetary documents within an established timetable. The
major documents are the tax budget, the certificate of estimated resources, and the
appropriation ordinance, all of which are prepared on the budgetary basis of
accounting. The certificate of estimated resources and the appropriation ordinance
are subject to amendment throughout the year.



NOTE L.

CITY OF NORTON, OHIO
NOTES TO THE COMBINED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 1998
(CONTINUED)

{Continued)

. Budgetary Process (Continued)

All funds other than the agency funds are legally required to be budgeted and
appropriated; however, only governmental funds are required to be reported. The
primary level of budgetary control is at the object level within each department of
the City. Budgetary modifications may only be made by ordinance of the City
Council. .

The City’s budgetary process is as follows:

1.

Tax Budget

A tax budget of estimated revenues and expenditures is submitted to the County
Auditor, as Secretary of the County Budget Commission, by July 20 of each year,
for the period January 1 to December 31 of the following year. All funds, except
for Agency funds, are legally required to be budgeted.

The County Budget Commission certifies its actions to the City by September 1.
As part of this certification, the City receives the official certificate of estimated
resources which states the projected receipts of each fund. On or about January
1, this certificate is amefided to include any unencumbered balances from the
preceding year, Prior to December 31, the City must revise its budget so that the
total contemplated expenditures from a fund during the ensuing fiscal year will
not exceed the amount stated in the certificate of estimated resources. The
revised budget then serves as the basis for the annual appropriation measure.
Budget receipts as shown in the accompanying financial statements do not
include Jannary 1, 1998 unencumbered fund balances. However, those fund
balances are available for appropriation. '
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CITY OF NORTON, OHIO
NOTES TO THE COMBINED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 1998
(CONTINUED)

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

D. Budgetary Process (Continued)
3. Appropriations

A temporary appropriation measure to control the level of expenditures may be
passed on or about January 1 of each year for the period January 1 to March 31.
An annual appropriation measure must be passed by April 1 of each year to the
period January 1 to Decemnber 31. The appropriation measure may be amended
or supplemented during the year as new information becomes available.
Appropriations may not exceed estimated resources.

Encumbrances

As part of formal budgetary conirol, contracts and other commitments for the
expenditures of monies are encumbered and recorded as the equivalent of
expenditures on the non-GAAP budgetary basis in order to reserve that portion
of the applicable appropriations and determine and maintain legal compliance,
On the GAAP basis, encumbrances outstanding at year end are reported as a
reservation of fund balance for subsequent expenditures for governmental funds.

At the close of each year, the unencumbered balance of each appropriation
reverts to the respective fund from which it was appropriated and becomes
subject to future appropriations. At the close of each fiscal year, encumbered
appropriation balances lapse and are reencumbered and reappropriated to the
subsequent fiscal year, with the exception of contract commitments in the capital
projects fund.

Governmental Fund Budgets

While reporting financial position, results of operations, and changes in fund
balance on the basis of generally accepted accounting principles (GAAP), the
budgetary basis provided by law is based upon accounting for certain

transactions on a basis of cash receipts, disbursements, appropriations, and
encumbrances. .
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CITY OF NORTON, OHIO
NOTES TO THE COMBINED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 1998
(CONTINUED)

NOTE 1: SUMMARY QF SIGNIFICANT ACCOUNTING POLICIES (Continued)
D. Budgetary Process (Continued)
5. Governmental Fund Budgets (Continued)

The Combined Statement of Revenue, Expenditures, and Changes in Fund
Balance - Budget and Actual (Non-GAAP Budgetary Basis) - All Governmental
Fund Types, are presented on the budgetary basis to provide a comparison of
actual results with the budget. The major differences between the budget basis
and the GAAP basis are that:

a. Revenues are recorded when received in cash (budget basis) as opposed to
when susceptible to accrual (GAAP basis).

b. Expenditures are recorded when paid in cash (budget basis) as opposed to
when the liability is incurred {GAAP basis).

c. Short-term note proceeds and note principal retirement for governmental
funds are operating transactions (budget) as opposed to balance sheet
transactions (GAAP).

The adjustrnents necessary to convert the results of operations for the year from
the GAAP basis to the budget basis for the governmental funds are as follows:

Excess of Revenues and Other Financing Sources Over (Under)
Expenditures and Other Financing Uses -

All Governmental Fund Types
Special Debt Capital

GAAP Basis § 46,193 § 188,736 § 1,052 § 482,959
Increase (Decrease) due to:

Revenue Accruals (15,122) (42,716) 270,562  (166,748)

Expenditure Accruals {129,833) (38,440) (15,572) (119,427)

Debt Proceeds 0 0 0 0

Debt Retirement 0 0 (255,000) 0
Budget Basis ) $ (98,762) § 107,580 S 1,042 S 196,784
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CITY OF NORTON, OHIO
NOTES TO THE COMBINED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 1998
(CONTINUED})

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
E. Investments

The City has elected to implement GASE Statement 31, Accounting and Financial
Reporting for Certain Investments and for External Investment Pools as of
December 31, 1997. As a govemmental entity other than an external investment
pool in accordance with GASB 31, the City’s investments are stated at market value,
except for interest-eamings investment contracts and external investment pools {(see
Note 5). '

In applying GASB 31, the City utilized the following methods and assumptions as
of December 31, 1997: .

The portfolio was limited to a sweep account in First National Bank of Ohio;

Market value is based on quoted market prices as of the valuation date. Except for
nonparticipating investment contracts, investments aré reported at fair value which
is based on quoted market prices. Nonparticipating investment contracts such as
non-negotiable certificates of deposit and sweep accounts are reported at cost;

Aside from investments clearly identified as belonging to a specific fund, any
unrealized gain/loss resulting from the valuation will be recognized within the
general fund to the extent its cash and investment balances exceeds the cumuiative
value of those investments subject to GASB 31;

The City’s policy is to hold investments until maturity, or until market vaiues equai
or exceed cost.

The cumulative effect of applying GASB 31 had no effect on the beginning fund
balance for the fiscal year ended December 31, 1998.

Following Ohio statutes, the City has, by resolution, specified the funds to receive
an allocation of interest earnings. Interest revenue credited to the general fund
during fiscal year 1998 amounted to $80,732, which includes $71,851 assigned from
other City funds. . L S
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CITY OF NORTON, OHIO
NOTES TO THE COMBINED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 1998
(CONTINUED)

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
E. Investments (Continued)

For purposes of the presentation on the combined balance sheet, investments of the
cash management pool and investments with original maturities of three months or
less at the time they are purchased by the City are considered to be cash equivalents.
Investments within an initial maturity of more than three months are reported as
investments.

F. Cash and Cash Equivalents

The City considers highly liquid investments with original maturities of three months
or less to be cash equivalents.

G. Fixed Assets

The accounting and reporting treatiment applied to the fixed assets associated with
a fund are determined by its measurement focus. General fixed assets are long-lived
assets of the City as a whole. When purchased, such assets are recorded as
expenditures in the governmental type funds and capitalized (recorded and
accounted for) in the general fixed asset account group. Infrastructure fixed assets
such as water lines and storm sewers are capitalized and are reported as part of the
general fixed asset account group.

All fixed assets are valued at historical cost or estimated historical cost if actual
historical cost is not available. Contributed fixed assets are recorded at fair market
value at the date received.

H. Compensated Absences

In conformity with GASB Statement No. 16, the City accrues vacation and
compensatory time benefits as eamed by its employees if the leave is attributable to
past service and it is probable that the City will compensate the employees for the
benefits through paid time off or some other means, such as cash payments at
termination or retirement. Likewise, the City accrues for sick pay benefits as earned
by those employees who currently are eligible to receive termination payments as
well as other empioyees who are expected to become eligible in the future. These
compensated absences are measured using the pay rates in effect at December 31,
1998. Additionally, certain salary related payments associated with the payment of
compensated absences have been accrued.
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CITY OF NORTON, OHIO
NOTES TO THE COMBINED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 1998
(CONTINUED)

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

H. Compensated Absences (Continued)

For governmental funds, the City provides a liability for unpald accumulated sick
leave and vacation time for eligible empioyees in the period the employees become
eligible to receive payment. The current portion of unpaid compensated absences is
the amount to be paid using expendable available compensated absences and is
reporied as an accrued liability in the fund from which the individuals who have
accumulated the unpaid compensated absences are paid. The balance of the liability
is reported in the general long-term obligations account group.

I. Long-Term Obligations

Long-term debt is recognized as a liability of a governmental fund when due, or when
resources have been accurnulated in the debt service fund for payment early in the
following year. For other long-term obligations, only that portion expected to be
financed from expendable available financial resources is reported as a fund liability
of a governmental fund. The remaining portion of such obligations are reported in the
general long-term debt account group.

Under Ohio law, a debt retirement fund must be created and used for the payment of
all long-term debt principal and interest. Generally accepted accounting principles
require the allocation of the debt liability among the capital projects funds and the
general long-term obligations account group, with principai and interest payments on
matured general obligation long-term debt being reported in the debt service fund.
To comply with GAAP reporting requirements, the City’s debt retirement fund has
been split among the appropriate funds and account groups. Debt service fund
resources used to pay both principal and interest have also been allocated accordingly.

I. Deferred Revenue

Deferred revenue consists of property taxes. Although property taxes receivables are
measurable, they are recorded and deferred until they become available because the
revenue is not available soon enough in the subsequent year to finance current period
obligations.
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NOTE 2:

CITY OF NORTON, OHIO
NOTES TO THE COMBINED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 1998
(CONTINUED) '

(Continued)

Inventory is stated at cost on a first-in, first-out basis. The cost is recorded as an
expenditure at the time inventory is consumed (consumption method). In the
governmental funds, reported inventories are equally offset by a fund balance reserve
which indicates that they do not constitute “available expendable resources™ even
though they are 2 component of net current assets.

. Prepaid Expenses

Payments made to vendors for services that will benefit periods beyond December
31, 1998 are recorded as prepaid items. A portion of the relevant funds balances
equal to the prepaid items has been reserved to indicate that is not available for
appropriation. T ’

- Reserves of Fund Equity

Reserves of fund equity in governmental funds indicate that a portion of fund
balance is not available for expenditures or is legally segregated for a specific use.
Fund balances are reserved for encumbrances, supplies inventory, prepaids, and debt
service. C

Total columns on the financial statements are captioned “Memorandum Only” to
indicate that they are presented only to facilitate financial analysis. This data is not
comparable to a consolidation. Interfund-type eliminations have not been made in
the aggregation of this data.

For December 31, 1998, the City has adopted two accounting provisions: GASB
Statement 31, Accounting and Financial Reporting for Certain Investments and for
External Investment Pools, and GASB Statement 32, Accounting and Financial
Reporting for Internal Revenue Code Section 457 Deferred Compensation Plans.
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NOTE 2:

NOTE 3:

CITY OF NORTON, OHIO |
NOTES TO THE COMBINED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 1998
(CONTINUED)

ACCOUNTABILITY AND COMPLJANCE (Continued)
Changes in Accounting Principle (Continued)

Statement 31 was required for the current year while Statement 32 was not required to
be implemented until fiscal year 1999, but was implemented early. Under GASB 32, the
City is not required to report its Section 457 Deferred Compensation Plan. As required
by the Intemmal Revenue Code, the City established a trust for the assets and income of
the Plan with an independent trustee for the exclusive benefit of participants and their
beneficiaries and no longer holds the assets in a trustee capacity. Restatements of prior
balances were required to remove the Deferred Compensation Plan for implementation
of Statement 32. The Deferred Compensation restatement removed the assets and fund
balance of the plan from the City’s financial statements. The implementation of GASB
Statement 31 had no effect on fund balance as it was previously reported as of December
31, 1997. The restatements for the funds affected are as follows:

Fiduciary

Fund Type
Asset/Liability Balance - December 31, 1997 (as reported) $ 622,722
Adjustment Due to Change in Accounting Principle (GASB 32) (550,592)
Assets/Liability Balance - December 31, 1997 (Restated) $ 72,130

PROPERTY TAXES

Real property taxes were levied on assessed values which equal 35% of appraised value.
The County Auditor reappraises all real property every six years with a triennial update.
The last appraisal was completed for tax year 1995.

Real property taxes become a lien on all non-exempt real property located in the County
on January 1. Real property taxes are payable annually or semiannually. If paid
annually, payment is due December 31; if paid semiannuaily, the first payment is due
December 31, with the remainder payable by June 20 of the following year. Under
certain circumstances, state statute permits later payment dates to be established.
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NOTE 3:

NOTE 4:

CITY OF NORTON, OHIO }
NOTES TO THE COMBINED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 1998
(CONTINUED) o

PROPERTY TAXES (Continued)

The full tax rate applied to real property for the fiscal year ended December 31, 1998
was $6.50 per $1000 of assessed valuation, Afier adjustment of the rate for inflationary
increases in property values, the effective tax rate was $5.19 per $1000 of assessed
valuation of real property classified as residential/agricultural and $5.61 per $1000 of
assessed evaluation for all other real property. Real property owners' tax bills are further
reduced by homestead and rollback deductions, when applicable. The amount of these
homestead and rollback reductions is reimbursed to the City by the State of Ohio.

Owners of tangible personal property are required to file a list of such property,
inciuding costs, by April 30 of each year. The property is assessed for 1ax purposes at
varying statutory percentages of cost. The tax rate applied to tangible personal property
for the fiscal year ended December 31, 1998 was $6.50 per $1000 of assessed valuation.

Residential/Agricuitural $ 127,867,910
Commercial/Industrial 7 25,737,460
Public Utilities ' 16,181,020
General Tangible Personal Property - 1998 Valuation 21,891,38%

S 185,677,779

The Summit County Treasurer collects property tax on behalf of all taxing districts
within the County. The Summit County Auditor periodically remits to the taxing
districts their portions of the taxes collected. Such collections are available only to pay
current period labilities.

MUNICIPAL INCOME TAXFES

The City levies 2 municipal income tax of 1.5% on all salaries, wages, commissions, and
other compensation, and net profits eamed within the City, as well as incomes of
residents earned outside the City. In the latter case, the City ailows a credit of 100% of
the tax paid to another municipality.



CITY OF NORTON, OHIO A
NOTES TO THE COMBINED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 1998
(CONTINUED)

NOTE 41 MUNICIPAL INCOME TAXES (Continued)

NOTE 5:

Employers within the City are required to withhold income tax on employee
compensation and remit the tax to the City either monthly or quarterly as required.
Corporations and othér individual taxpayers are required to pay their estimated tax
quarterly. Corporations and other individual taxpayers are also required to pay their
estimated taxes at least quarterly and file a final return annually.

Ohio law requires all municipal income tax rates above 1% to be voted by the residents
of the municipality.

The City maintains a separate cash and investment pool that is available for use by all
finds and accounts. Each fund type’s portion of this pool is displayed on the combined
balance sheet as Cash and Cash Equivalents.

Legal Requirements - Statutes rcqmre the c1a551f’ cations of rnomes held by the City into
three categories: :

Category I - consists of “active” monies, those monies required to be kept in a “cash™
or a “near-cash” status for immediate use by the City. Such monies must be maintained
etther as cash in the City’s treasury or in depository accounts payable or withdrawable
on demand, including negotiabie order of withdrawal (NOW) accounts.

Category 2 - consists of "“inactive” monies, those monies not required for use within the
current two year period of designation of depositories. Inactive monies may be
deposited or invested only as certificates of deposit maturing not later than the end of
the current period of designation of depositories.

Category 3 - consists of “Interim” monies, those monies which are not needed for

immediate use but which will be needed before the end of the current period of
depositories. -
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NOTE 5:

CITY OF NORTON, OHIO
NOTES TO THE COMBINED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 1998
(CONTINUED) SE—

DEPOSITS WITH FINANCIAL IN§TITUTIONS AND INVESTN[ENT&
(Continued)

New legislation now permiits interim monies to be invested or deposrted in the following
securities;

1.

7.

United States treasury notes, bills, bonds, or any other obligation or security issued
by the United States treasury or any other obligation guaranteed as to principal or
interest by the United States; ,

Bonds, notes, debentures, or any other obligations or securities issued by any federal
govermument agency or instrumentality, including but not limited to, the federal
national mortgage association, federal home loan bank, federal farm credit bank,
federal home loan mortgage corporation, government national mortgage association,
and student loan marketing association. All federal agency securities shall be directly
issuances of federal government agencies or instrumentalities;

Written repurchase agreements in the securities listed above provided that the market
value of the securities subject to the repurchase agreement must exceed the principal
value of the agreement by at least two percent and be marked to market daily, and
that the term of the agreement must not exceed thirty days;

Interim deposits in eligible institutions applying for interim funds;

Bonds or other obligations of the State of Ohio;

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

made only through eligible institutions; and

The State Treasurer’s investment pool (STAROhio).

Investments in stripped principal or interest obligations, reverse repurchase agreements,
and derivatives are prohibited. The issuance of taxable notes for the purpose of arbitrage,
the use of leverage and short selling are also prohibited. An investment must mature
within five years from the date of purchase unless matched to a specific obligation or debt
of the City, and must be purchased with the expectation that it will be held to maturity.

Investments may oniy be made through specified dealers and institutions. Payment for
investments may be made only upon delivery of the securities representing the investments
to the treasurer or, if the securities are not represented by a certificate, upon receipt of
confirmation of transfer from the custodian.
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NOTES TO THE COMBINED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 1998
(CONTINUED)

NOTE 5: DEPOSITS WITH FINANCIAL INSTITUTIONS AND INVESTMENTS
(Continued)

Ohio law requires that deposits be placed in eligible banks or savings and loan
associations located in Ohio. Any public depository in which the City places deposits
rust pledge as collateral eligible securities of aggregate market value equal to the excess
of deposits not insured by the Federal Deposit Insurance Corporation (FDIC). The
securities pledged as coilateral are pledged to a pool for each individual financial
institution in amounts equal to at least 110% of the carrying value of all public deposits
held by each institution. Obligations that may be pledged as collateral are limited to
obligations of the United States and its agencies and obligations of any state, county,
municipal corporation, or other {egally constituted authority of any other state, or any
instrumentality of such county, municipal corporation or other authority. Based upon
criteria described in GASB Statement No. 3, Deposits With Financial Institutions,
Irmvestments (including Repurchase Agreements) and Reverse Repurchase Agreements,
collateral held in single financial collateral pools with securities being held by the pledging
financial institution’s agent in the pooi’s name are classified as Category 3.

Deposits
The Governmental Accounting Standards Board has established risk categories for

deposits as follows:

Category I - Insured or collateralized with secum:es held by the City or by its agent in
the City's name.

Category 2 - Collateralized with securities held by the pledging financial mstltutlon s trust
department or agent in the City's name,

Qategogy - Uncollateralized. (Thls includes any bank balance that is collateralized with
securities held by the pledging institution or its trust department or agent but not in the

City's name.

Book Bank
Insured Financial Institution Balance Balance
FDIC First Merit - $ 44,158 % 177,651
FDIC Bank One 174,708 174,708
Total Deposits $ 218866 § 352359

All deposits are carried at cost. At year end, the carrying amount of the City's cash and
deposits was $218,866 and the bank balance was $352,359. Of the bank balance,
$200,000 was insured by the FDIC and $152,359 was classified as Risk Category 3.

Investments

The Governmental Accounting Standards Board has established risk categories for
investments as follows:
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CITY OF NORTON, OHIO
NOTES TO THE COMBINED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 1998
(CONTINUED)

(Continued)

Category [ - Investments that are insured or registered or for which the securities are held
by the City or its agent in the City's name.

Category 2 - Uninsured and unregistered investments for which the securities are held by
the counterparty’s trust department or agent in the City's name.

Category 3 - Uninsured and unregistered investments for which the securities are held by
the counterparty, or by its trust department or agent but not in the City's name.

The City's categorized investments at December 31, 1998 were as follows:

Repurchase Agreement
(Risk Category 3) First Merit $1,675,000  $1,675,000
Total Investments $ 1,675,000 $1,675,000

Cash balances and investments of fund types are as follows:

Governmental Fund Types
General Fund $ 202,983
Special Revenue Fund 700,077
Debt Service Fund 16,233
Capital Projects Fund 905,729
Fiduciary Fund Types
Agency Funds i ) i 68,844

$ 1,893,866

The classification of cash and cash equivalents on the combined financial statements is based
on criteria set forth in GASB Statement No. 9. The classification of cash and cash equivalents
(deposits) for purposes of this note are based on criteria set forth in GASB Statement No. 3.
The captions on the combined balance sheet related to cash and cash equivalents as follows:
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CITY OF NORTON, OHIO
NOTES TO THE COMBINED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 1998
(CONTINUED)

GASB Statement No. 9 $1.893,866 § 0

Investments:
Repurchase Agreements (1,675,000) 1,675,000
(GASB Statement No., 3 § 218,866 $ 1,675,000

NOTE 6. RECEIVABLES .

The receivables at December 31, 1998 consist of taxes, intergovernmental receivables arising
from grants, entitlements, or shared revenues. Al receivables are considered fully collectible.

A summary of the principal items of intergovernmental receivables follows:

General Fund |
Estate Tax $ 91,263
Local Government Support 6,621
Local Government Revenue Agsistance 114,717
Liquor Permits 2,762

Total General Fund 215,363

Street Maintenance

Gasoline Tax 37,178

Motor Vehicle License Tax _ 5,355
Total 42,533
State Highway

Gasoline Tax 434

Motor Vehicle License Tax 3,014
Total 3,448
Permissive .

Permuissive Tax 1,903

Total 1,903
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CITY OF NORTON, OHIO
NOTES TO THE COMBINED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 1998
(CONTINUED)

NOTE 6: RECEIVABLES (Continued)

NOTE 7:

NOTE 8:

IND N AMOUNTS
DWI Education & Enforcement T '
Immobilization Fee 3 140
Total 140
Total Special Revenue Funds 48,024
Total All Funds 3 263,387
FIXED ASSETS
The general fixed assets in 1998 were as follows:
January 1, December 31,
Description ) 1998 Additions  Deletions _1998
Land $ 176350 § 0 3 0 $ 176,350
Buildings & Improvements - 1,502,540 0 0 1,502,540
Furniture, Fixtures, )

Machinery & Equipment 1,243,234 175,004 0 1,418,238
Infrastructure 3,287,111 68,152 0 3,355,263
Vehicle 1,001,192 279,247 0 1,280,439
Total $7,210427 § 522403 § 0 $7,732,830

PENSION AND RETIREMENT

All of the City's full-time employees participate in one of two separate retirement systems
which are cost-sharing multiple employer defined benefit pension pians.

A. Public Emplovees Retirement System (the PERS of Ohio)

The following information was provided by the PERS of Ohio to assist the City in
complying with GASB Statement No. 27, Accounting for Pensions by State and
Local Government Employers. '
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CITY OF NORTON, OHIO
NOTES TO THE COMBINED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 1998
(CONTINUED)

NOTE 8: PENSION AND RETIREMENT (Continued)

A. Public Emplovees Retiremernt System (the PERS of Ohio) (Continued)

I.

Pension ligati -

All employees of the City, except non-administrative full-time uniformed police
officers and full-time firefighters, participate in the PERS of Ohio, a cost-sharing
multiple-employer defined benefit pension plan. The PERS of Ohic provides
retirement and disability benefits, annual cost-of-living adjustments and death
benefits to plan members and beneficiaries. Chapter 145 of the Ohio Revised
Code provides statutory authority to establish and amend benefits. The Public
Employees Retirement System of Ohio issues a stand-alone financial report that
includes financial statements and required supplementary information for the
PERS of Chio.. Interested parties may obtain a copy by making a written request
to 277 East Town Street, Columbus, Ohio 43215-4642, or by calling (614) 466-
2085. o . ] o

The Ohio Revised Code provides statutory authority for employee and employer
contributions. The employee contribution rate is 8.5%. The 1998 employer rate
for local government employer units was 13.55% of covered payroil, 9.35% to
fund pension benefit obligation and 4.20% to fund health care. Required
employer contributions are equal to 100% of the doliar amount billed to each
employer and must be extracted from the employer’s records. The contribution
requirements of plan members and the City are established and may be amended
by the Public Employees Retirement Board. The City's contributions to the PERS
of Ohio for the years ending December 31, 1998, 1997, and 1996 were $158,961,
$156,753, and $150,205. The full amount has been contributed for 1997 and
1996, 73% has been contributed for 1998 with the remainder reported in the
general long term debt account group.

templ nt Benefi

In addition to the pension benefit obligation described above, the PERS of Ohio
provides postretirement heaith care coverage to age and service retirants with ten
or more years of qualifying Ohio service credit and to primary survivor recipients
of such retirants. Health care coverage for disability recipients is available. The
health care coverage provided by the retirement system is considered an Other
Postemployment Benefits (OPEB) as described in GASB Statement No. 12. A
portion of each employer's contribution to the PERS of Ohio is set aside for the
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CITY OF NORTON, OHIO
NOTES TO THE COMBINED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 1998
(CONTINUED) I

NOTE 8: PENSION AND RETTREMENT (Continued)

A. Public Emplevees Retirement System (the PERS of Ohio) (Continued)

2.

Other Postemployment Benefits (Continued)

funding of post retirement health care. The Ohio Revised Code provides statutory
authority for employer contributions. The 1998 employer contribution rate for
local government employers was 13.55% of covered payroll; 4.20% was the
portion that was used to fund health care for 1998, which amounted to $49,962
of covered payroll.

The Ohio Revised Code provides statutory authority requiring public employers
to fund postretirement health care through their contributions to PERS.

Other Postemployment Benefits are financed through empiover contributions and
investments earnings thereon. The contributions allocated to retiree health care,
along with investment income on allocated assets and periodic adjustments in
health care provisions are expected to be sufficient to sustain the program
indefinitely. Expenditures for Other Postemployment Benefits during 1998 were
$440,596,663. As of December 31, 1998, the unaudited estimated net assets
available for firture Other Postemployment Benefits payments were
$9,447,325,318. The number of benefit recipients for Other Postemployment
Benefits at December 31, 1998 was 115,579, During 1998, the Retirement Board
adopted a new calculation method for determining employer contributions applied
to OPEB. Under the new method, effective January 1, 1998, employer
contributions, equal to 4.2% of member covered payroll, are used to fund heaith
care expenses. Under the prior method, accrued liabilities and normal cost rates
were determined for retiree health care coverage.

The following information was provided by the PFDPF System of Ohio to assist the
City in complying with GASB Statement No. 27.

1.

Pension Benefit Obligations

All City full-time police officers and full-time firefighters participate in the Police
and Firemen's Disability and Pension Fund of Ohio (the “PFDPF System of
Ohio™), a cost-sharing multiple-empioyer defined benefit pension plan. The
PFDPF System of Ohio provides retirement and disability benefits, annual cost-of-
living adjustments, and death benefits to plan members and beneficiaries. Benefit
provisions are established by the Ohio State Legislature and are codified in
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NQTES TO THE COMBINED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 1998

(CONTINUED)
NOTE 8: PENSIQN AND RETIRFMENT (Continued) — _. e
(Contmued)
1. Pension igations (Continued)

Chapter 742 of the Ohio Revised Code. The Police and Firemen's Disability and
Pension Fund of Ohio issues a publicly available financial report that includes
financial statements and required supplementary information for the PFDPF
System of Chio. Interested parties may obtain a copy by making a written request
to 140 East Town Street, Columbus, Chio 43215-5164 or by calhng (614) 228-
2975,

Plan members are required to contribute 10% of their annual covered salary, while
employers are required to contribute 19.5% and 24.0% respectively for police
officers and firefighters. The City's contributions to the PFDPF System of Ohio
for the years ending December 31, 1998, 1997, and 1996 were $162,685,

$146,313, and $134,292, respectively. The full amount has been contributed for
1997 and 1596, 73% has been contributed for 1998 with the remainder reported
in the general long term debt account group.

Other Postemployment Bepefits

The PFDPF System of Ohio provides postretirement health care coverage to any
person who receives a monthly benefit check or is a spouse or eligible dependent
child of such person. An eligible dependent child is any child under the age of 18,
whether or not the child is attending school, or under the age of 22 if attending
school on a full-time or two-thirds basis. The health care coverage provided by
the retirement system is considered an Other Postemployment Benefit (OPEB) as
described in GASB Statement No. 12. The Ohio Revised Code provides that
health care costs paid from the funds of the Police and Firemen’s Disability and
Pension Fund shall be included in the employer’s contribution rate. The total
police employer contribution rate is 19.5% of covered payroll and the total
firefighter employer contribution rate is 24% of covered payroll. The Ohio
Revised Code provides statutory authority for employer contributions and allows
the Fund's Board of Trustees to provxde postemployment health care coverage to
all eligible individuals.
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NOTE 8: PENSION AND RETIREMENT (Continued)

B. Poli 's Disabili nsion Fund (the PFDPF Svstem of Ohio
(Continued)

2. Qther Postemployment Benefits (Continued)

Health care funding and accounting is on a pay-as-you-go basis. Currently, 6.5%
of covered payroll, the Board-defined allocation, is used to pay retiree health care
expenses. In addition, since July 1, 1992 most retirees have been required to
contribute a portion of the cost of their health care coverage through a deduction
from their monthly benefit payment.

The number of participants eligible to receive health care benefits as of December
31, 1997 is 11,239 for police and 9,025 for firefighters. Employer contributions
used to pay postemployment benefits were 546,941 for police and 35,921 for
firefighters. The Fund’s total health care expense for the year ending December
31, 1997 was $76,459,832.

NOTE 9: COMPENSATED ABSENCES _

In accordance with Government Accounting Standards Board (GASB) Statement 16, the
City of Norton, Ohio has accrued a liability for compensated absences (vacation and sick
leave) at December 31, 1998 along with any salary-related payments associated with the
payment of compensated absences.

Sick leave for City employees is accrued at rates of 4.6 for every 80 hours. Employees
who retire or terminate service after 10 years may convert 25 percent of accumulated sick
leave days into a lump-sum payment within certain limitations. For governmental funds,
the City recognized the current portion of this liability at December 31, 1998 that is
expected to be liquidated with expendable available financial resources.

City employees generally earn vacation leave ranging from 5 to 25 days per year based
on length of service. No more than the amount of vacation accrued in the previous
twelve-month period can be carried forward into the next calendar year without written
consent of the City Mayor. For governmental fund types, accumulated vacation leave is
recorded as a liability within the respective fund types since it has to be used in the
following year or be forfeited. o '
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(CONTINUED)

NOTE 9: COMPENSATED ABSENCES (Continued)

The foilowing is a summary of compensated absences payable by funds and groups.

General
Special Long-Temm
GeneralFund  RevenueFund  Account Growp
Sick Leave $ 12644 8 2,543 3 398,227
Holiday 4,187 0o 4,167
Vacation Leave 13,848 4,078 70,775
Comp 3,335 1,267 10,685
Totals $ 34014 $ 7,888 3§ 483,854

NOTE 10: SHORT-TERM DEBT
Short-term debt outstanding at December 31, 1998 consisted of the foliowing:

December 31,

Description Januvary 1, 1998 _Additions _ Deletions 1998 _
Bond Anticipation Note - - ’ ’
- Betz Run Storm Sewer
(Renewal) $ 50000 3% 0 § 50,000 3% 0
- Wooster Road Sanitary
Sewer (Waterline portion) 111,000 56,000 111,000 56,000
- 1998 Streets Program 100,000 - 50,000 100,000 50,000
- Muiti-Purpose Equipment 100,000 50,000 100,000 50,000
- Municipal Sanitary Sewer
System (Wooster Road
Sanitary Sewer Project) 100,000 50,000 100,000 50,000
Total $ 461,000 $ 206,000 $ 461,000 $ 206,000
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NOTE 11: LONG-TERM DEBT  _ .-

Long-term obligations of the City at December 31, 1998 are as follows:

Balance at Additions/ Balance at

Special Assessment Bonds $ 115000 $ (50000 $ 110,000
Total Bond Indebtness ~ 3§ 115000 § (5000) $ 110,000
Accrued Compensated Absences $ 465492 § 18362 % 483,854
Accrued Pension Liability 0 53,728 63,728
Total Other Long-Term Obligations 465,492 112,090 . 577,582
TOTAL LONG-TERM DEBT $ 580492 § 107,050 $ 687,582

Principal and interest requirements to retire long-term obligations outstanding at
December 31, 1998 are: ) ' ’

Obligation
1999, I o s 12260
2000 - . . 11,930
2001 ’ T o ‘ 11,600
2002 ' L T 11270
2003 ot _ e 10,940
2004-2008 o T I 49,750
2009-2013 ' R T 46,500
2014-2016 T T - ' ' 33,960
Total 188,210
Less Interest (78,210)
Qutstanding Principal a ' § 110,000
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NOTE 13:

CITY OF NORTON, CHIO
NOTES TO THE COMBINED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 1998 i o
(CONTINUED) T

CLAIMS AND JUDGMENTS

There are a few lawsuits pending in which the City is involved. City management
estimates that the potential claims against the City not covered by insurance resulting
from litigation would not materially affect the financial statements of the City.

The City has received federal and state grants for specific purposes which are subject to
review and audit by the grantor agencies. Such audits could lead to requests for
reimbursements to grantor. agencies for expenditures disallowed under the terms of the
grant. Based upon our experience, the City's management believes such disailowances,
if any, will be immaterial. N

1SK M -

The City is exposed to various risks of loss related to torts, theft of, damage to, and
destruction of assets; errors and omissions; injuries to employees; and natural disasters.
During 1998, the City contracted with several companies for various types of insurance
as follows: S

Ohio Casualty Ins. Co. - Bond-Public Employees 3 -0
National Casualty Co. Public Officials Liability $ 10,000
National Casualty Co. . _._ ._ Law Enforcement Liability 3 10,000
Wichert Insurance Commercial Property $ 1,000
Wichert Insurance Inland Marine 3 1,000
Wichert Insurance Automobile Liability $ 250
Wichert Insurance Automobile Collision 3 500
Wichert Insurance General Liability ¥ 2,500

$1,000,000 per occurrence

$2,000,000 aggregate
Wichert Insurance Umbrella Liability § 10,000
Ohio Casualty Ins. Co. . . = Bond-Finance Director 3 0
Chio Casualty Ins. Co. - Bond - Mayor 3 0
Ohio Casualty Ins. Co. - Bond - Administrator 3 0
Ohio Casualty Ins. Co. Bond - Clerk of Mayor’s Court b 0
Wichert Insurance Commercial Crime $ 0
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NOTE 14:

CITY OF NORTON, OHIO
NOTES TO THE COMBINED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 1998
(CONTINUED)

RISK MANAGEMENT

The City decided to stop carrying commercial insurance for health insurance because of
its prohibitive cost and began covering all claim settlements and judgments out of its
general fund resources. The City currently reports all of its risk management activities
in the general fund. Claims expenditures and liabilities are reported when it is probable
that a loss has occurred and the amount of that loss can be reasonably estimated. These
losses include an estimate of claims that have been incurred but not reported.

At December 31, the amount of these liabilities was $14,409. This liability is the City’s
best estimate based on availabie information. Changes in the reported liability since
December 31, 1998 resulted from the following:

Current-
Beginning of Year Claims ' Balance
Fiscal Year and Changes Claim at Fiscal
Liabili i Esti p Year-End
1997 % 10332 % 139267 § 143262 § 6,337
1998 $ 6337 35 390,771 5 382699 § 14,409

The City pays the State Workers' Compensation System a premium based on a rate per
$100 of salaries. This rate is calculated based on accident history and administrative
costs. :

There has been no significant reduction in insurance coverage as compared to the prior
year. In addition, settled claims resuiting from these risks have not exceeded
commercial insurance coverages in any of the past three fiscal years.

OPERATING TRANSFERS

The City’s Cornbined Statement of Revenue, Expenditures, and Changes in Fund
Balances - Budget and Actual (Non-GAAP Budgetary Basis) - All Governmental Fund
Types, dispiay operating transfers-in and transfers-out for the year ended December 31,
1998. These totals are not in agreement as the agency fund is not included. It
transferred $590 during the reporting period. A reconciliation of operating transfers,
including the agency fund, is as follows:
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NOTE 14:

NOTE 15:

NOTE 16:

CITY OF NORTON, OHIO
NOTES TO THE COMBINED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 1998
(CONTINUED)

OPERATING TRANSFERS (Continued)

General Fund $1,750,590 $ 904,759
Special Revenue 285,000 2,156,000
Capital Projects 1,021,544 0
Debt Service 4215 0
Agency . 0 590

$3,061,349 $3,061,349

SUBSEQUENT FVENT

The City anticipates the issuance of $500,000 general obligation note for purposes of a
street repair and maintenance program.

YEAR 2000 ISSUE

The Year 2000 Issue is the result of shortcomings in many electronic data processing
systems and other equipment that may adversely affect the government’s operations as
early as fiscal 1999.. '

The City has completed an inventory of its computer systems and other equipment
necessary to conducting City operations and has identified the following systems
requiring Year 2000 remediation: financial reporting, tax collection, payroll, and
employee benefit systems. ' T '

The City is currenily remediating its financial reporting, tax collection, payroll, and
employee benefit systems. Validation and testing of these systems were yet to be
completed as of December 31, 1998; however, validation and testing was completed
January, 1999. Remaining contracted amounts of $3,000 were committed to this project
as of December 31, 1998. This amount was not spent by May, 1999.

Summit County provides the 911 police and fire emergency reporting system. The 911
police and fire reporting system has data interchanges with several other such systems,
some of which had not been tested and validated as of December 31, 1998. As of May,
1999, these systems are in process to be tested and validated.

37



CITY OF NORTON, OHIO
NOTES TO THE COMBINED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 1998
(CONTINUED)

NOTE 16. YEAR 2000 ISSUE (Continued)

A vendor of the City was remediating the traffic control system at December 31, 1998.
Validation and testing of this system was yet to be completed as of December 31, 1998,
As of May, 1999 the system has been tested and validated and found to by Y2K ready.

The Ohio Edison Company provides the electricity to the City. Ohio Edison is
responsible for remediating this system, and is solely responsible for any costs associated
with this project.

Because of the unprecedented nature of the Year 2000 Issue, its effects and success of
related remediation efforts will not be fully determinable until the year 2000 and
thereafter, Management cannot assure that the City is or will be Year 2000 ready, that
the City’s remediation efforts will be successful in whoie or in part, or that the parties
with whom the City does business will be Year 2000 ready.
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614 Superior Avenue, N.W.

Rockefeller Building, Suite 1242

Cleveland, Ohio 44113
Charles E. Harris & Associates Office phone - (216) 575-1630
Certified Public Accountants - ” Fax - (216) 4362411

REPORT ON COMPLIANCE AND ON INTERNAL CONTROL OVER FINANCIAL
REPORTING BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

The Honorable Mayor and Members
of City Council

City of Norton

Norton, Ohio

We have audited the general purpose financial statements of the City of Norton as of and for the year
ended December 31, 1998and have issued our report thereon dated September 13, 1999. We conducted
our audit in accordance with generally accepted auditing standards 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 City’s financial statements are free of
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts and grants, nencompliance with which couid 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 certain immaterial instances of noncompliance that
we have reported to management in a separate letter dated September 13, 1999,

Internal Controls Qver Financial Reporting

In planning and performing our audit, we considered the City’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 cantrol over financial reparting would not necessarily disciose 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 eperation of one or more of the internal contrel components does not
reduce to a relatively low levei 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.
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However, we noted other matters involving the internal control over financial reporting that we have
reported to the management of the City in a separate letter dated September 13, 1999.

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

C by % Houwsan o A Acaro o~
Charles E. Harris & Associates
September 13, 1999

-0 -



STATUS QF PRIOR AUDIT’S CITATIONS AND RECOMMENDATIONS

The prior aundit report, as of December 31, 1997 did not inciude any material citations or
recommendations.
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STATE OF OHIO
OFEFICE OF THE AUDITOR

Jim PETRO, AUDITOR OF STATE

CITY OF NORTON

SUMMIT COUNTY

CLERK’S CERTIFICATION

88 East Broad Street
P.O.Box 1140

- Columbus, Ohio 43216-1140

Telephone 614-466-4514
800-2682-0370

Facsimile 614-466-4490

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.

.y MW

Date:__ JANUARY 18, 2000
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