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Members of Council
City of Clayton

P.O. Box 280
Clayton, Ohio 45315

We have reviewed the Independent Auditors’ Report of the City of Clayton, Montgomery
County, prepared by Clark, Schaefer, Hackett & Co., for the audit period January 1, 2019
through December 31, 2019. Based upon this review, we have accepted these reports in lieu of
the audit required by Section 117.11, Revised Code. The Auditor of State did not audit the
accompanying financial statements and, accordingly, we are unable to express, and do not
express an opinion on them.

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

Ao

Keith Faber
Auditor of State
Columbus, Ohio

July 17, 2020

Efficient . Effective . Transparent
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14 East Main Street, Suite 500, Springfield, Ohio 45502
CPAS & ADVISORS P. 937.399.2000 | F 937.399.5433 | cshco.com

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

City Council
City of Clayton, Ohio

We have audited, in accordance with the auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards
issued by the Comptroller General of the United States, the financial statements of the governmental
activities, the business-type activities, each major fund, and the aggregate remaining fund information of
the City of Clayton, Ohio (the City), as of and for the year ended December 31, 2019, and the related
notes to the financial statements, which collectively comprise the City’s basic financial statements, and
have issued our report thereon dated June 24, 2020 wherein we noted the City adopted the provisions of
GASB Statement No. 84 and the potential financial impact of the COVID-19 pandemic on subsequent
periods.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the City’s internal control
over financial reporting (internal control) to determine the audit procedures that are appropriate in the
circumstances for the purpose of expressing our opinions on the financial statements, but not for the
purpose of expressing an opinion on the effectiveness of the City’s internal control. Accordingly, we do
not express an opinion on the effectiveness of the City’s internal control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent, or
detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a
combination of deficiencies, in internal control, such that there is a reasonable possibility that a material
misstatement of the entity’s financial statements will not be prevented or detected and corrected on a
timely basis. A significant deficiency is a deficiency, or a combination of deficiencies, in internal control
that is less severe than a material weakness, yet important enough to merit attention by those charged
with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal control that might be material
weaknesses or significant deficiencies and therefore, material weaknesses or significant deficiencies may
exist that have not been identified. We did identify a certain deficiency in internal control, described in the
accompanying schedule of audit findings and responses as item 2019-001 that we consider to be a
material weakness.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the City’s financial statements are free from
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements, 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 or other matters that are required to be
reported under Government Auditing Standards.

REMARKABLE



City’s Response to Finding

The City’s response to the finding identified in our audit is described in the accompanying schedule of
audit findings and responses. The City’s response was not subjected to the auditing procedures applied
in the audit of the basic financial statements and, accordingly, we express no opinion on it.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance
and the results of that testing, and not to provide an opinion on the effectiveness of the City’s internal
control or on compliance. This report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering the City’s internal control and compliance. Accordingly,
this communication is not suitable for any other purpose.

Clartk, faéaafaﬁ; Hackett & O,

Springfield, Ohio
June 24, 2020



City of Clayton, Ohio
Schedule of Audit Findings and Responses
December 31, 2019

Finding 2019-001: Audit Adjustments

Management is responsible for designing and implementing internal controls over financial reporting
which provides reasonable assurance of the integrity of the financial reporting process, the safeguarding
of assets and compliance with applicable laws, regulations and contracts.

During the audit, it was noted the City expensed the purchase of a parcel of land it had acquired during
the year for future economic development. An audit adjustment was proposed, and subsequently made to
the financial statements to properly report this transaction as an asset rather than as an expense. Other
less significant audit adjustments were noted, which were also posted to the financial statements.

The City should review the procedures and controls in place to prepare its annual financial statements to
ensure the internal control environment is sufficient to identify potential misstatements during the
preparation of the annual financial statements.

Management’s Response: The City concurred with the audit adjustment proposed and posted it to the
2019 financial statements.



City of Clayton, Ohio
Summary of Prior Audit Findings
December 31, 2019

Finding 2018-001: Audit Adjustments
Audit adjustments were necessary to correct the financial information presented in the City’s financial
statements for the year ended December 31, 2018.

Status: While related to a matter that was different than the previous year, audit adjustments were
necessary to correct the 2019 financial statements.
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Clayton

June 24, 2020

Citizens of Clayton
Members of Council
City of Clayton, Ohio

We are pleased to present the sixteenth Comprehensive Annual Financial Report (CAFR) for the City of
Clayton. This report, for the year ended December 31, 2019, contains the financial statements and other
financial and statistical data that provide complete and full disclosure of all material financial aspects of the
City of Clayton (the “City").

State law requires that every general-purpose local government file with the Auditor of State of Ohio and
publish the availability of the financial statements within 150 days of the close of each year. The general
purpose external financial statements from this report were filed to fulfill that requirement for the year
ended December 31, 2019.

Management assumes full responsibility for the completeness and reliability of the information contained
in this report, based upon a comprehensive framework of internal controls that it has established for this
purpose. Because the cost of internal control should not exceed anticipated benefits, the objective is to
provide reasonable, rather than absolute, assurance that the financial statements are free of any material
misstatements.

Clark Schaefer Hackett has issued an unmodified (“clean”) opinion on the City of Clayton’s financial
statements for the year ended December 31, 2019. The Independent Auditors’ Report is located at the front
of the financial section of this report.

Management’s discussion and analysis (MD&A) immediately follows the Independent Auditor’s Report
and provides a narrative introduction, overview, and analysis of the basic financial statements. The MD&A

complements this letter of transmittal and should be read in conjunction with it.

CITY OVERVIEW

Randolph Township was formed in 1802 out of the Northwest Territory. Hipple’s Mill, later known as
Salem, was platted in 1814 as the unincorporated Village of Salem. In 1940, Salem was briefly changed to
West Salem and about one year later it was incorporated as the Village of Clayton (there was already an
incorporated Village of Salem). On January 1, 1998, Randolph Township and the Village of Clayton
merged to form the current boundary lines of the City of Clayton. In November of that year, as a result of
the Village of Clayton having more than 5,000 electors registered in the Village at the 1998 General
Election, the Secretary of State proclaimed the Village of Clayton to be a city effective December 31, 1998.
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The City of Clayton is the newest city in the Northmont community. It is just minutes from Interstates 70
and 75, major shopping areas, and the Dayton International Airport. The City of Clayton is located in
central western Ohio just north of Dayton. It is located within Montgomery County, Ohio approximately
midway between Indianapolis and Columbus.

CITY ORGANIZATION AND REPORTING ENTITY

The current charter provides for a Council-Manager form of government. The City Council consists of
seven members elected from the community to serve staggered four year terms. Three are elected at-large,
three are from wards, and the Mayor is elected at large. As a Council member, the Mayor has the right to
vote on all issues before the Council. Council appoints the City Manager. The City Manager appoints all
department managers of the City.

The reporting entity is comprised of the primary government, component units and other organizations that
are included to ensure that the financial statements of the City are not misleading.

The primary government consists of all funds and departments which provide various services including
police and fire/EMS protection, sewer services, street maintenance and repair, zoning, and staff to provide
support services (i.e., payroll processing and accounts payable). The City Manager has direct responsibility
for these activities.

Component units are legally separate organizations for which the City is financially accountable. The City
is financially accountable for an organization if the City appoints a voting majority of the organization's
governing board and (1) the City is able to significantly influence the programs or services performed or
provided by the organization; or (2) the City is legally entitled to or can otherwise access the organization's
resources; the City is legally obligated or has otherwise assumed the responsibility to finance the deficits
of, or provide financial support to, the organization; or the City is obligated for the debt of the organization.
Component units may also include organizations for which the City approves their budget, the issuance of
their debt or the levying of their taxes. Currently, the City does not have any component units.

The City participates in a joint venture, the Clay Township-City of Clayton Joint Economic Development
District (the “District”) with Clay Township. The District was established for the purpose of facilitating
economic development to create or preserve jobs and employment opportunities and to improve the
economic welfare of the people in the District. The District will permit the City and the Township to share
income tax revenues from the development of business operations within the District. The Miami Valley
Regional Planning Commission is a jointly governed organization. The Commission prepares plans,
including studies, maps, recommendations, and reports concerning the physical, environmental, social,
economic, and governmental characteristics, functions, and services of the region. The City is also a
member of the Economic Development/Government Equity Program (ED/GE), a jointly governed
organization which promotes developing plans and programs designed to assure that City resources are
efficiently used, that economic growth is properly balanced, and that City economic development is
coordinated with that of the State of Ohio and other local governments. The City belongs to the Public
Entitles Pool of Ohio, a risk-sharing pool available to Ohio local governments. These organizations are
presented in Notes 18, 19 and 20.

Council adopts an annual budget prior to the beginning of the year. Upon the presentation by the City
Manager of a proposed budget document to Council, Council calls and publicizes a public hearing. Council
will subsequently adopt such budget, as it may have been amended, as the City’s annual budget effective
for the year beginning January 1.

vi



This annual budget serves as the foundation for the City of Clayton’s financial planning and control. The
budget is prepared by fund, program, personal services and all other objects level for all funds. Department
heads may transfer resources within a department as they see fit.

ITEMS OF LOCAL INTEREST

Parks and Recreation

The City contains five parks covering 216.27 acres and provides year-round recreational and educational
programs for its citizens. Hardscrabble Park is a 21.1 acre park that provides outdoor playing fields and is
the home of the Clayton Hardscrabble Baseball League. Northview Playground is a 6.37 acre park with
playground equipment, a picnic shelter and basketball courts. Westbrook Park is a 17.8 acre park with
walking trails and tennis courts. Meadowbrook at Clayton golf course is an 18 hole course with a driving
range and a full service banquet facility that the City has owned since 2015.

Culture and Education

The City has many nearby educational facilities, churches, cultural resources, parks and playgrounds.
Numerous colleges and universities in the surrounding metropolitan area provide excellent opportunities
and facilities for higher educational study to the citizens of Clayton.

The city is also located within 15 miles of three outdoor music venues.
The Miami Valley Career-Technology Center offers various areas of study, primarily to provide education

in the industrial and commercial field. In addition, an adult education program offers courses in a wide
variety of subjects.

Transportation

The Dayton International Airport is located five miles east of the City and offers full commercial air
passenger and freight service by many major airlines.

Several motor transport companies are based in the area and, together with those of the adjacent
metropolitan areas, provide reliable freight transportation to and from the City.

An extensive network of interstate and State highways, including I-75, 1-675, I-70 and State Routes 49, 40
and 48 serve the City and surrounding communities.

ECONOMIC CONDITIONS AND OUTLOOK

2019 started out with business as usual but all city attention was redirected with the Memorial Day
tornadoes that hit Clayton and the region. The entire city, including all businesses, were impacted for 3 to
7 days with loss of power and water. Upon inspection of the city, there were 106 households and businesses
that were directly impacted by the storm with structural damage, with approximately 20 homes with serious
or total damage. The City Council approved utilizing some of the available funds from the Emergency
Fund during the clean-up. The Service and Golf Departments felt the biggest impact from the cleanup
efforts. The Service department spent all of June and a few days in July clearing roads, removing debris
from rights-of-way and removing damaged tree limbs still hanging above city roadways. The golf course
suffered significant damage from downed trees. Crews spent two weeks clearing the back 9 holes to become
operational while the front 9 holes required an additional two weeks to be able to reopen for business.
Structural damage was also experienced with insurance covering most costs.
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The local economy is improving in the Miami Valley, where Clayton is located. Home sales are strong and
several new businesses have opened in 2019. Numerous new road projects are planned for the City during
2020 and beyond, many with the assistance of grants. State changes to local income tax ordinances have
become common with minimal affect so far on the City’s cash flow.

The City of Clayton is updating and rewriting its Zoning Ordinance and Subdivision Control Ordinance to
create a Consolidated Development Ordinance. These codes guide how development occurs across the City,
ensuring land uses are compatible and preserving the character of the community. This will also help
streamline the process for development to occur within the city.

To further enhance potential economic development opportunities, City Council continues to belong to the
Montgomery County ED/GE program. The ED/GE program is a combined economic development/tax-
sharing program whose participants include Montgomery County and its townships, villages and cities.
The City also participates in the Community Development Block Grant program with the County. The City
has received various monies from CDBG funding the past several years.

The City does not have an abundance of empty businesses or manufacturing facilities which is a positive
and negative situation. The lack of empty buildings reduces blight issues within the city but hinders
economic development by not having available spaces for potential new businesses.

Despite these challenges, City Council is addressing the identified areas by attempting to attract new
businesses to the City, and working with construction contractors on zoning related issues to ease the
housing development process.

FINANCIAL PLANNING AND POLICIES

The Finance Department updated the investment policy in 2014. Its primary objectives are safety, liquidity
and yield. Policies on Capital Assets, Budgeting, Accounting, Debt, Fund Reserves, and Capital
Improvements were also completed.

The City of Clayton contracts with the Central Collection Agency (CCA) to administer the tax ordinances
and collect the City income taxes by the authority of those ordinances. The credit given to residents who
work outside of the City and pay taxes to those cities was also reduced from one hundred percent to fifty
percent for 2016.

The City of Clayton also continues to maintain a Moody’s “Aa2” bond rating.

The following items are the goals established by City Council. These goals provide a plan for the City to
continue the consistent, reliable service to the citizens, providing a safe and secure community as well as
aiding in a solid economic development plan for the present and future. These goals directly affect the
long-term financial planning and budgeting and are reviewed throughout the year as to the measure of
striving or reaching these goals.
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GOALS

A. Maintain Financial Stability

Priorities:

Broaden the tax base by expanding commercial and retail economic opportunities
Pursue grants and new revenue sources for essential services

Only take on debt to fund essential projects that have no other funding source

B. Broaden the economic base to reduce the financial burden and increase urban amenities

Priorities:

Develop a five-year Economic Development Plan to include commercial and retail
development

Cultivate diverse business, including North Clayton

Develop a business attraction and retention strategy

Work with the Joint Economic Development District to generate business and housing for
additional City income

Update the City’s economic development statistics

Contract for a property that can be “shovel ready” for economic development purposes

C. Make Clayton a better place to live (including improving and expanding the infrastructure)

Priorities:

Improve the appearance of the City
» Main Street — streets, curbs, gutters and sidewalks
» Salem Avenue — streets, curbs and gutters
» Develop a budget to support the priorities

e Develop a Comprehensive Road Revitalization Plan and schedule
e Reach a decision about bringing sewer service to the Village area of Old Clayton
e Plan more community engagement activities
e Support the pathway from the YMCA to the High School
MAJOR INITIATIVES

e Approximately $1,004,00 of road improvements were completed during the year. A State safety
grant also aided in funding the road work.

e Clayton held its second Government Academy in 2019. A small number of residents met each
week to learn on a more detailed level how each department of the city operates. The attendees
graduated and received a certificate for their participation. This event is also scheduled for 2020.

o The city contracted with a consulting firm to start the recruitment process for the City Manager
position. The current City Manager, whose contract expires on February 29, 2020, will be retiring.
The plan is to have a replacement selected and in place March 1, 2020.

e A concentrated effort to upgrade the golf course and parks was initiated in 2019 with $280,000
designated from the Capital Improvement Fund (CIP) budget. These expenditures were also
identified in the Five-Year Capital Program Budget.

X



OTHER INFORMATION

Independent Audit

An audit team from Clark Schaefer Hackett has performed this year's audit. The results of the audit are
presented in the Independent Auditors’ Report.

Awards

The Government Finance Officers Association of the United States and Canada (GFOA) awarded a
Certificate of Achievement for Excellence in Financial Reporting to the City of Clayton for its
Comprehensive Annual Financial Report (CAFR) for the year ended December 31, 2018. This was the
sixteenth year that the City of Clayton achieved this prestigious award. In order to be awarded a Certificate
of Achievement, a government must publish an easily readable and efficiently organized CAFR. This report
must satisfy both generally accepted accounting principles and applicable legal requirements.

A Certificate of Achievement is valid for a period of one year only. We believe that our current CAFR
continues to meet the Certificate of Achievement Program’s requirements and we are submitting it to the
GFOA to determine its eligibility for another certificate.

ACKNOWLEDGEMENTS
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14 East Main Street, Suite 500, Springfield, Ohio 45502
CPAS & ADVISORS P. 937.399.2000 | F 937.399.5433 | cshco.com

INDEPENDENT AUDITORS’ REPORT

City Council
City of Clayton, Ohio

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, each major fund, and the aggregate remaining fund information of the City of Clayton, Ohio (the City),
as of and for the year ended December 31, 2019, and the related notes to the financial statements, which
collectively comprise the City’s basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

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

Auditors’ Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We conducted our
audit in accordance with auditing standards generally accepted in the United States of America and the
standards applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller
General of the United States. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditor's judgment, including the assessment of
the risks of material misstatement of the financial statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the entity's preparation and fair presentation of
the financial statements in order to design audit procedures that are appropriate in the circumstances, but not
for the purpose of expressing an opinion on the effectiveness of the entity's internal control. Accordingly, we
express no such opinion. An audit also includes evaluating the appropriateness of accounting policies used and
the reasonableness of significant accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinions.

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities, the business-type activities, each major fund, and the aggregate
remaining fund information of the City of Clayton, Ohio, as of December 31, 2019, and the respective changes
in financial position and, where applicable, cash flows thereof and the budgetary comparisons for the General,
Police and Fire Funds for the year then ended in accordance with accounting principles generally accepted in
the United States of America.

Subsequent Event Footnote

As discussed in Note 24 to the financial statements, the financial impact of COVID-19 pandemic and the
ensuing emergency measures will impact subsequent periods of the City. Our opinions are not modified with
respect to this matter.

REMARKABLE



Change in Accounting Principle

As discussed in Note 3 to the financial statements, during the year ended December 31, 2019, the City adopted
the provisions of Governmental Accounting Standards Board (GASB) Statement No. 84, Fiduciary Activities.
Our opinions are not modified with respect to this matter.

Other Matters

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis, the schedules of the City’s proportionate share of the net pension and net OPEB
liabilities, and the schedules of the City’s pension and OPEB contributions, as listed in the table of contents, be
presented to supplement the basic financial statements. Such information, although not a part of the basic
financial statements, is required by the Governmental Accounting Standards Board who considers it to be an
essential part of financial reporting for placing the basic financial statements in an appropriate operational,
economic, or historical context. We have applied certain limited procedures to the required supplementary
information in accordance with auditing standards generally accepted in the United States of America, which
consisted of inquiries of management about the methods of preparing the information and comparing the
information for consistency with management's responses to our inquiries, the basic financial statements, and
other knowledge we obtained during our audit of the basic financial statements. We do not express an opinion
or provide any assurance on the information because the limited procedures do not provide us with sufficient
evidence to express an opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the City’s basic financial statements. The accompanying combining statements, individual fund
schedules, introductory section and statistical section are presented for purposes of additional analysis and are
not a required part of the basic financial statements.

The combining statements and individual fund schedules are the responsibility of management and were
derived from and relate directly to the underlying accounting and other records used to prepare the basic
financial statements. Such information has been subjected to the auditing procedures applied in the audit of the
basic financial statements and certain additional procedures, including comparing and reconciling such
information directly to the underlying accounting and other records used to prepare the basic financial
statements or to the basic financial statements themselves, and other additional procedures in accordance with
auditing standards generally accepted in the United States of America. In our opinion, the combining
statements and individual fund schedules are fairly stated, in all material respects, in relation to the basic
financial statements as a whole.

The introductory and statistical sections have not been subjected to the auditing procedures applied in the audit
of the basic financial statements, and accordingly, we do not express an opinion or provide any assurance on
them.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated June 24, 2020 on our
consideration of the City’s internal control over financial reporting and on our tests of its compliance with certain
provisions of laws, regulations, contracts, and grant agreements and other matters. The purpose of that report is
solely to describe the scope of our testing of internal control over financial reporting and compliance and the
results of that testing, and not to provide an opinion on the effectiveness of the City’s internal control over
financial reporting or on compliance. That report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering the City’s internal control over financial reporting and
compliance.

Clark, faéaafe/‘, Hackett & (o,

Springfield, Ohio
June 24, 2020



CITY OF CLAYTON, OHIO

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED DECEMBER 31, 2019

The management’s discussion and analysis of the City of Clayton’s (the “City”) financial performance provides an
overall review of the City’s financial activities for the year ended December 31, 2019. The intent of this discussion
and analysis is to look at the City’s financial performance as a whole; readers should also review the basic financial
statements and the notes to the basic financial statements to enhance their understanding of the City’s financial
performance.

Financial Highlights

Key financial highlights for 2019 are as follows:

>

The total net position of the City increased $2,738,992. Net position of governmental activities increased
$2,844,002 or 19.63% from 2018’s net position as restated in Note 3, and net position of business-type activities
decreased $105,010 or 25.09% from 2018’s net position.

General revenues accounted for $9,421,762 or 75.37% of total governmental activities revenue. Program
specific revenues accounted for $3,078,755 or 24.63% of total governmental activities revenue.

The City had $9,578,445 in expenses related to governmental activities; $3,078,755 of these expenses were
offset by program specific charges for services, grants or contributions. The remaining expenses of the
governmental activities of $6,499,690 were offset by general revenues (primarily property taxes, income taxes
and unrestricted grants and entitlements) of $9,421,762.

The general fund had revenues of $5,951,812 in 2019. This represents an increase of $704,320 from 2018
restated revenues. The expenditures and other financing uses of the general fund, which totaled $5,687,718 in
2019, increased $102,415 from 2018 as restated. Expenditures excluding transfers increased $58,689 as
restated. The net increase in fund balance for the general fund was $264,094 or 5.42% compared with the 2018
restated balance.

The police fund had revenues and other financing sources of $2,191,132 in 2019. This represents an increase of
$32,847 from 2018 revenues and other sources. The expenditures of the police fund, which totaled $2,226,095
in 2019, increased $183,279 from 2018. The net decrease in fund balance for the police fund was $34,963,
resulting in a fund balance of $46,763.

The fire fund had revenues and other financing sources of $1,415,912 in 2019. This represents an increase of
$40,301 from 2018 revenues. The expenditures of the fire fund, which totaled $1,429,215 in 2019, increased
$158,321 from 2018. The net decrease in the fund balance for the fire fund was $13,303 or 10.36%.

The bond retirement fund had revenues and other financing sources of $736,658 in 2019. The expenditures and
other financing uses of the bond retirement fund totaled $727,049 in 2019. The net increase in the fund balance
for the bond retirement fund was $9,609. This increase is related to transfers in.

The capital improvement fund had revenues and other financing sources of $2,161,910 in 2019. The
expenditures of the capital improvement fund totaled $2,682,168 in 2019. The net decrease in the fund balance
for the capital improvement fund was $520,258 or 42.26%. Utilization of a prior year bond proceeds for capital
improvements caused the decrease.

Net position for the business-type activities, which are made up of the water department and sewer operating
decreased in 2019 by $105,010.



CITY OF CLAYTON, OHIO

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED DECEMBER 31, 2019

» In the general fund, the actual revenues came in $595,930 more than they were in the final budget and actual
expenditures and other financing uses were $1,280,114 less than the amount in the final budget. Final budgeted
revenues were $6,709 more than the original budgeted revenue. Budgeted expenditures and other financing uses
increased $300,812 from the original to the final budget.

Using this Annual Financial Report

This annual report consists of a series of financial statements and notes to these statements. These statements are
organized so the reader can understand the City as a financial whole, an entire operating entity. The statements then
proceed to provide an increasingly detailed look at specific financial activities.

The statement of net position and statement of activities provide information about the activities of the City as a
whole, presenting both an aggregate view of the City’s finances and a longer-term view of those finances. Fund
financial statements provide the next level of detail. For governmental funds, these statements tell how services
were financed in the short-term as well as what remains for future spending. The fund financial statements also look
at the City’s most significant funds with all other non-major funds presented in total in one column.

Reporting the City as a Whole
Statement of Net Position and the Statement of Activities

While this document contains a large number of funds used by the City to provide programs and activities, the view
of the City as a whole looks at all financial transactions and asks the question, “How did we do financially during
2019?” The statement of net position and the statement of activities answer this question. These statements include
all assets, deferred outflows, liabilities, deferred inflows, revenues and expenses using the accrual basis of
accounting similar to the accounting used by most private-sector companies. This basis of accounting will take into
account all of the current year’s revenues and expenses regardless of when cash is received or paid.

These two statements report the City’s net position and changes in net position. This change in net position is
important because it tells the reader that, for the City as a whole, the financial position of the City has improved or
diminished. The causes of this change may be the result of many factors, some financial, some not. Non-financial
factors include the City’s property tax base, current property tax laws in Ohio restricting revenue growth, facility
conditions, required community programs and other factors.

In the statement of net position and the statement of activities, the City is divided into two distinct kinds of
activities:

Governmental activities - Most of the City’s programs and services are reported here including police, fire, street
department, capital improvements and general administration. These services are funded primarily by property and
income taxes and intergovernmental revenues including federal and state grants and other shared revenues.

Business-type activities - These services are provided on a charge for goods or services basis to recover all or a
significant portion of the expenses of the goods or services provided. The City’s water department and sewer
operating are reported here.

The City’s statement of net position and statement of activities can be found on pages 19-21 of this report.
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MANAGEMENT’S DISCUSSION AND ANALYSIS
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Reporting the City’s Most Significant Funds
Fund Financial Statements

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

Fund financial reports provide detailed information about the City’s major funds. The City uses many funds to
account for a multitude of financial transactions. However, these fund financial statements focus on the City’s most
significant funds. The analysis of the City’s major governmental and proprietary funds begins on page 12.

Governmental Funds

Governmental funds are used to account for essentially the same functions reported as governmental activities in the
government-wide financial statements. However, unlike the government-wide financial statements, governmental
fund financial statements focus on near-term inflows and outflows of spendable resources, as well as on balances of
spendable resources available at the end of the fiscal year. Such information may be useful in evaluating a
government’s near-term financing requirements.

Because the focus of the governmental funds is narrower than that of the government-wide financial statements, it is
useful to compare the information presented for governmental funds with similar information presented for
governmental activities in the government-wide financial statements. By doing so, the readers may better
understand the long-term impact of the government’s near-term financing decisions. Both the governmental fund
balance sheet and the governmental fund statement of revenues, expenditures, and changes in fund balances provide
a reconciliation to facilitate this comparison between governmental funds and governmental activities.

The City maintains a multitude of individual governmental funds. The City has segregated these funds into major
funds and nonmajor funds. The City’s major governmental funds are the general fund, fire fund, police fund, bond
retirement fund and capital improvement fund. Information for major funds is presented separately in the
governmental fund balance sheet and in the governmental statement of revenues, expenditures, and changes in fund
balances. Data from the other governmental funds are combined into a single, aggregated presentation. The basic
governmental fund financial statements can be found on pages 22-31 of this report.

Proprietary Funds

Enterprise funds are used to report the same functions presented as business-type activities in the government-wide
financial statements. The City uses enterprise funds to account for its water and sewer functions. City’s enterprise
funds considered to be major funds include the sewer operating fund. Internal service funds are an accounting
device used to accumulate and allocate costs internally among the City’s various functions. The City reports no
internal service funds. The basic proprietary fund financial statements can be found on pages 32-35 of this report.

Fiduciary Funds

Fiduciary funds are used to account for resources held for the benefit of parties outside the City. Fiduciary funds are
not reflected in the government-wide financial statement because the resources of those funds are not available to
support the City’s own programs. The accounting used for fiduciary funds is much like that used for proprietary
funds. The basic fiduciary fund financial statement can be found on page 36-37 of this report.
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Notes to the Basic Financial Statements

The notes provide additional information that is essential to a full understanding of the data provided in the
government-wide and fund financial statements. These notes to the basic financial statements can be found on pages

39-96 of this report.

Required Supplementary Information

In addition to the basic financial statements and accompanying notes, this report also presents certain required
supplementary information concerning the City’s net pension and OPEB liabilities. The required supplementary
information can be found on pages 98-112 of this report.

Government-Wide Financial Analysis

The statement of net position provides the perspective of the City as a whole. The table on the following page
provides a summary of the City’s net position for 2019 compared to 2018.

Assets

Current and other assets

Capital assets, net
Total assets

Deferred outflows

Liabilities

Current liabilities

Long-term liabilities:
Due within one year
Net pension liability
Net OPEB liability
Other liabilities

Total liabilities

Deferred inflows

Net Position

Net investment in
capital assets

Restricted

Unrestricted (deficit)

Total net position

2019
Governmental
Activities

(Restated)
2018
Governmental
Activities

Net Position

2019

2018

Business-type  Business-type

Activities

Activities

(Restated)
2019 2018
Total Total

$ 15956013 $ 16467025 $ 25730 $ 144518 $ 15981,743 $ 16,611,543
22,296,349 21,588,244 2,656,397 2,746,607 24,952,746 24,334,851
38,252,362 38,055,269 2,682,127 2,891,125 40,934,489 40,946,394
4,411,680 3,532,171 - - 4411680 3,532,171

408,368 376,475 7,781 8,129 416,149 384,604
1,168,536 1,094,445 107,828 103,640 1,276,364 1,198,085
9,016,010 6,365,861 - - 9,016,010 6,365,861
2,423,552 5,405,205 - - 2,423,552 5,405,205
8,752,925 9,510,956 2,253,007 2,360,835  11,005932 11,871,791
21,769,391 22,752,942 2,368,616 2,472,604 24,138,007 25,225,546
3,560,321 4,344,170 - - 3,560,321 4,344,170
13,102,615 12,214,182 295,562 282,132 13,398,177 12,496,314
5,126,149 5,745,940 - - 5,126,149 5,745,940
(894,434)  (3,469,794) 17,949 136,389 (876,485)  (3,333,405)

$ 17,334,330 $ 14,490,328 $ 313511 $ 418521 $ 17,647,841 $ 14,908,849
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The net pension liability/asset is reported pursuant to Governmental Accounting Standards Board (GASB) Statement
68, “Accounting and Financial Reporting for Pensions—an Amendment of GASB Statement 27.” The net other
postemployment benefits (OPEB) liability is reported pursuant to GASB Statement 75, “Accounting and Financial
Reporting for Postemployment Benefits Other Than Pensions.” For reasons discussed below, many end users of this
financial statement will gain a clearer understanding of the City’s actual financial condition by adding deferred
inflows related to pension and OPEB, the net pension liability, and the net OPEB liability to the reported net
position and subtracting deferred outflows related to pension and OPEB and the net pension asset.

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

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

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

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

The employee enters the employment exchange with the knowledge that the employer’s promise is limited not by
contract but by law. The employer enters the exchange also knowing that there is a specific, legal limit to its
contribution to the retirement system. In Ohio, there is no legal means to enforce the unfunded liability of the
pension/OPEB plan as against the public employer. State law operates to mitigate/lessen the moral obligation of the
public employer to the employee, because all parties enter the employment exchange with notice as to the law. The
retirement system is responsible for the administration of the pension and OPEB plans.
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Most long-term liabilities have set repayment schedules or, in the case of compensated absences (i.e. sick and
vacation leave), are satisfied through paid time-off or termination payments. There is no repayment schedule for the
net pension liability or the net OPEB liability. As explained above, changes in benefits, contribution rates, and
return on investments affect the balance of these liabilities but are outside the control of the local government. In
the event that contributions, investment returns, and other changes are insufficient to keep up with required
payments, State statute does not assign/identify the responsible party for the unfunded portion. Due to the unique
nature of how the net pension liability and the net OPEB liability are satisfied, these liabilities are separately
identified within the long-term liability section of the statement of net position.

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

Over time, net position can serve as a useful indicator of a government’s financial position. At December 31, 2019,
the City’s assets and deferred outflows exceeded liabilities and deferred inflows by $17,647,841. At year-end, net
position was $17,334,330 and $313,511 for the governmental activities and the business-type activities, respectively.

Capital assets, net of related debt, reported on the government-wide statements represent the largest portion of the
City’s net position. At year-end, capital assets, net represented 58.29% of total assets. Capital assets include land,
construction in progress, buildings, improvements other than buildings, furniture, fixtures and equipment, vehicles,
and infrastructure. The City’s net investment in capital assets at December 31, 2019, was $13,102,615 and $295,562
in the governmental activities and business-type activities, respectively. These capital assets are used to provide
services to citizens and are not available for future spending.

A portion of the City’s net position, $5,126,149 represents resources that are subject to external restriction on how
they may be used. In the governmental activities, the remaining balance of unrestricted net position is ($894,434).

Intentionally left blank



CITY OF CLAYTON, OHIO

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED DECEMBER 31, 2019

The table below shows the changes in net position for years 2019 and 2018.

Revenues

Program revenues:
Charges for services
Operating grants and contributions
Capital grants and contributions

Total program revenues

General revenues:
Property taxes
Other local taxes
Unrestricted grants

and entitlements

Payment in lieu of taxes
Municipal income taxes
Investment earnings
Investment in joint venture
Miscellaneous

Total general revenues
Total revenues

Expenses:
General government
Security of persons and property
Public health and welfare
Transportation
Leisure time activities
Interest and fiscal charges
Water
Sewer

Total expenses

Change in net position before
transfers

Transfers
Change in net position

Net position
at beginning of year (restated)

Net position at end of year

Change in Net Position

(Restated)
2019 2018 2019 2018 (Restated)
Governmental  Governmental Business-Type Business-Type 2019 2018
Activities Activities Activities Activities Total Total

1,911,236 $ 3,036,336 $ -3 - $ 1911236 $ 3,036,336
906,114 998,494 - - 906,114 998,494
261,405 2,842 - - 261,405 2,842
3,078,755 4,037,672 - - 3,078,755 4,037,672
2,393,970 2,336,784 - - 2,393,970 2,336,784
339,963 361,591 - - 339,963 361,591
583,312 604,839 - - 583,312 604,839
497,829 407,083 - - 497,829 407,083
4,875,365 4,443,822 - - 4,875,365 4,443,822
447,639 20,193 - - 447,639 20,193
12,715 10,154 - - 12,715 10,154
270,969 410,236 26,517 1,870 297,486 412,106
9,421,762 8,594,702 26,517 1,870 9,448,279 8,596,572
12,500,517 12,632,374 26,517 1,870 12,527,034 12,634,244
3,373,787 3,745,964 - - 3,373,787 3,745,964
2,108,856 4,767,750 - - 2,108,856 4,767,750
3,570 2,884 - - 3,570 2,884
2,671,943 2,027,677 - - 2,671,943 2,027,677
1,113,517 619,867 - - 1,113,517 619,867
306,772 279,111 - - 306,772 279,111
- - 22,182 - 22,182 -
- - 187,415 191,452 187,415 191,452
9,578,445 11,443,253 209,597 191,452 9,788,042 11,634,705
2,922,072 1,189,121 (183,080) (189,582) 2,738,992 999,539
(78,070) (201,193) 78,070 201,193 - -
2,844,002 987,928 (105,010) 11,611 2,738,992 999,539
14,490,328 13,502,400 418,521 406,910 14,908,849 13,909,310
$ 17,334,330 $ 14,490,328 $ 313511 $ 418521 $ 17,647,841 $ 14,908,849
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Governmental Activities
Governmental activities net position increased 19.63% or $2,844,002 in 2019.

Security of persons and property, which primarily supports the operations of the police and fire departments
accounted for $2,108,856 of the total governmental expenses of the City. The significant decrease in security of
persons and property expenses was due to structural changes in the OPEB plan made by the Ohio Police and Fire
Pension Fund, which resulted in a decrease in the net OPEB liability. These expenses were partially funded by
$498,775 in direct charges to users of the services and $21,418 in operating grants and contributions. Transportation
expenses totaled $2,671,943. Transportation expenses were partially funded by $31,919 in direct charges to users of
the services and $791,916 in operating grants and contributions. General government expenses totaled $3,373,787.
General government expenses were partially funded by $766,668 in direct charges to users of the services, $92,780
in operating grants and contributions and $261,405 in capital grants and contributions.

The state and federal government contributed to the City a total of $906,114 in operating grants and contributions.
These revenues are restricted to a particular program or purpose.

General revenues totaled $9,421,762 and amounted to 75.37% of total governmental revenues. These revenues
primarily consist of property taxes, other local taxes and income tax revenue of $7,609,298. Unrestricted grants and
entitlements of $583,312, which includes local government funds, is the other primary source of general revenues.

The statement of activities shows the cost of program services and the charges for services and grants offsetting
those services. The following table shows, for governmental activities, the total cost of services and the net cost of
services. That is, it identifies the cost of these services supported by tax revenue and unrestricted state grants and
entitlements. As can be seen in the graph below, the City is highly dependent upon property and income taxes as
well as unrestricted grants and entitlements to support its governmental activities.

Governmental Activities - Program Revenues vs. Total Expenses

$12,000,000 -
$10,000,000 A
$8,000,000 A
$6,000,000 O Program Revenues

$4,000,000 1 B Expenses

$2,000,000 1+
$-

$3,078,755 $4,037,672

2019 2018 (Restated)
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CITY OF CLAYTON, OHIO

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED DECEMBER 31, 2019

Governmental Activities

Total Cost of Net Cost of
Total Cost of Services Net Cost of Services
Services 2018 Services 2018
2019 (Restated) 2019 (Restated)
Program Expenses:
General government $ 3,373,787 $ 3,745,964 $ 2,252,934 $ 1,618,468
Security of persons and property 2,108,856 4,767,750 1,588,663 4,287,541
Public health and welfare 3,570 2,884 (7,830) (5,316)
Transportation 2,671,943 2,027,677 1,848,108 1,056,219
Leisure time activity 1,113,517 619,867 511,043 169,558
Interest and Fiscal Charges 306,772 279,111 306,772 279,111
Total Expenses $ 9,578,445 $ 11,443,253 $ 6,499,690 $ 7,405,581

The dependence upon general revenues for governmental activities is apparent, with 67.86% of expenses supported
through taxes and other general revenues.

Governmental Activities - General and Program Revenues

$14,000,000 -
$12,000,000 -
$10,000,000 -

$8,000,000 -

$6,000,000 -

$4,000,000 -

$2,000,000 -

$-

2019 2018 (Restated)

O Program Revenues E General Revenues
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CITY OF CLAYTON, OHIO

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED DECEMBER 31, 2019

Business-Type Activities

Business-type activities include the water department and sewer operating. These programs had general revenues of
$26,517, expenses of $209,597, and transfers in from governmental activities of $78,070 for 2019.

The graph below shows the business-type activities assets, liabilities and net position at year-end 2019 and 2018.

Net Position in Business - Type Activities

$3,500,000 - f$2472,604 }
‘[$2,368,616 i 20021271 | $2,472,604 | $2,891,125
682,

$3,000,000
$2,500,000
$2,000,000 4+
$1,500,000 4+
$1,000,000 4+
$500,000 4+

$-

December 31, 2019 December 31, 2018 TR
O Liabilities
O Net Position
M Assets

Financial Analysis of the Government’s Funds

As noted earlier, the City uses fund accounting to ensure and demonstrate compliance with finance-related legal
requirements.

Governmental Funds
The focus of the City’s governmental funds is to provide information on near-term inflows, outflows, and balances
of spendable resources. Such information is useful in assessing the City’s financing requirements. In particular,

unassigned fund balance may serve as a useful measure of the City’s net resources available for spending at year-
end.

Intentionally left blank
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CITY OF CLAYTON, OHIO

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED DECEMBER 31, 2019

The City’s governmental funds (as presented on the balance sheet on page 22-23) reported a combined fund balance
of $8,750,402 which is $135,753 above last year’s balance of $8,614,649 as restated in Note 3. The schedule below
indicates the fund balances and the total change in fund balances as of December 31, 2019 for all major and
nonmajor governmental funds.

Fund
Fund Balances
Balances (Restated) Increase
12/31/19 12/31/18 (Decrease)

Major Funds:

General $ 5,139,380 $ 4,875,286 $ 264,094
Police 46,763 81,726 (34,963)
Fire 115,074 128,377 (13,303)
Bond retirement 9,609 - 9,609
Capital improvement 710,765 1,231,023 (520,258)

Other nonmajor governmental funds 2,728,811 2,298,237 430,574

Total $ 8,750,402 $ 8,614,649 $ 135,753

General Fund

The City’s general fund balance increased $264,094. The table that follows assists in illustrating the revenues of the
general fund.

Restated
2019 2018 Percentage
Amount Amount Change

Revenues

Taxes $ 3,816,507 $ 3,437,107 11.04 %
Charges for services 1,133,045 1,316,405 (13.93) %
Licenses and permits 16,099 19,047 (15.48) %
Change in fair market value 132,323 (169,201) 178.20 %
Investment income 314,368 163,648 92.10 %
Impact fees 18,942 1,247 1,419.01 %
Intergovernmental 261,585 296,914 (11.90) %
Other 258,943 182,325 42.02 %
Total $ 5,951,812 $ 5,247,492 13.42 %

Tax revenue represents 64.12% of all general fund revenue. The increase in revenues and fund balance of the
general fund was due to an increase in property and income tax revenue along with an increase in both investment
income and the increase in the fair market value of investments.
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CITY OF CLAYTON, OHIO

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED DECEMBER 31, 2019

Revenues - 2019 Revenues - 2018
Impact Fees _ Invest income

0.32% 7.51% Intergovern-

mental
5.65%

Other Revenues
3.47%

Other Revenues
Intergoverny 350
mental
4.40%

Impact Fees
0.02%

Licenses and
Permits

Licenses and 0.36%

Permits

0.27%

Charges for
Services
25.06%

Charges for
Services
19.04%

Taxes Taxes
64.11% 65.44%

The table that follows assists in illustrating the expenditures of the general fund.

Restated

2019 2018 Percentage

Amount Amount Change
Expenditures
General government $ 2,437,487 $ 2,675,765 (8.91) %
Leisure time activities 904,048 619,867 45.85 %
Capital outlay 24,953 12,167 105.09 %
Total $ 3,366,488 $ 3,307,799 1.77 %

Expenditures remained relatively stable with an increase of 1.77% from 2018. The increase in leisure time activities
is related to golf activities.
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CITY OF CLAYTON, OHIO

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED DECEMBER 31, 2019

Expenditures - 2019 Expenditures - 2018
Leisure time
18.74%
Leisure time
26.85% Capital outlay
Capital outlay 0.37%

0.74%

General
government
72.41%

General
government
80.89%

Police Fund

The police fund had revenues and other financing sources of $2,191,132 in 2019. This represents an increase of
$32,847 from 2018 revenues and other sources. The expenditures of the police fund, which totaled $2,226,095 in
2019, increased $183,279 from 2018. The net decrease in fund balance for the police fund was $34,963.

Fire Fund

The fire fund had revenues and other financing sources of $1,415,912 in 2019. This represents an increase of
$40,301 from 2018 revenues. The expenditures of the fire fund, which totaled $1,429,215 in 2019, increased
$158,321 from 2018. The net decrease in the fund balance for the fire fund was $13,303 or 10.36%.

Bond Retirement Fund

The bond retirement fund had revenues and other financing sources of $736,658 in 2019. The expenditures and
other financing uses of the bond retirement fund totaled $727,049 in 2019. The net increase in the fund balance for
the bond retirement fund was $9,609.

Capital Improvement Fund

The capital improvement fund had revenues and other financing sources of $2,161,910 in 2019. The expenditures of
the capital improvement fund totaled $2,682,168 in 2019. The net decrease in the fund balance for the capital
improvement fund was $520,258 or 42.26%. Utilization of a prior year bond proceeds for capital improvements
caused the decrease.

Budgeting Highlights

The City’s budgeting process is prescribed by the Ohio Revised Code (ORC), as well as the City of Clayton Charter
and Administrative Code. Essentially the budget is the City’s appropriations which are restricted by the amounts of
anticipated revenues certified by the Budget Commission in accordance with the ORC. Therefore, the City’s plans
or desires cannot be totally reflected in the original budget. If budgeted revenues are adjusted due to actual activity
then the appropriations can be adjusted accordingly.
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CITY OF CLAYTON, OHIO

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED DECEMBER 31, 2019

Budgetary information is presented for the general fund, fire fund and police fund. In the general fund, the actual
revenues came in $444,605 more than they were in the final budget and actual expenditures and other financing uses
were $1,143,306 less than the amount in the final budget. Final budgeted revenues were $158,034 more than the
original budgeted revenue. Budgeted expenditures and other financing uses increased $164,003 from the original to
the final budget.

Proprietary Funds

The City’s proprietary funds provide the same type of information found in the government-wide financial
statements for business-type activities, except in more detail. The only difference between the amounts reported as
business-type activities and the amounts reported in the proprietary fund statements is related to interfund activity.
The only interfund activity reported in the government wide statements are those between business-type activities
and governmental activities (reported as internal balances and transfers) whereas interfund amounts between various
enterprise funds are reported in the proprietary fund statements.

The sewer operating fund had a decrease in net position of $19,789. The sewer fund receives impact fees and
operating transfers to pay an outstanding OWDA loan associated with sewer line construction. In addition, the City
transferred $141,109 to the fund to support operations.

Capital Assets and Debt Administration
Capital Assets

At the end of 2019, the City had $24,952,746 (net of accumulated depreciation) invested in land, buildings and
improvements, improvements other than buildings, equipment, vehicles, and infrastructure. Of this total,
$22,296,349 was reported in governmental activities and $2,656,397 was reported in business-type activities. See
Note 10 in the basic financial statements for additional capital asset disclosure. The following table shows 2019
balances compared to 2018:

Capital Assets at December 31
(Net of Depreciation)

Governmental Activities Business-Type Activities Total
2019 2018 2019 2018 2019 2018
Land $ 5,597,025 $ 5,597,025 $ - $ - $ 5597,025 $ 5,597,025
Land improvements (1.0.T.B.) 433,233 331,892 - - 433,233 331,892
Buildings and improvements 1,477,887 1,478,344 - - 1,477,887 1,478,344
Equipment 1,137,116 1,046,238 - - 1,137,116 1,046,238
Vehicles 2,855,740 2,805,958 - - 2,855,740 2,805,958
Infrastructure 10,795,348 10,328,787 2,656,397 2,746,607 13,451,745 13,075,394
Totals $ 22,296,349 $ 21,588,244 $ 2,656,397 $ 2,746,607 $ 24,952,746 $ 24,334,851

16



CITY OF CLAYTON, OHIO

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED DECEMBER 31, 2019

The City’s largest general capital asset category is infrastructure which includes bridges, thoroughfares, curbs,
gutters, sidewalks, storm sewers, traffic signals and street signs. These items are immovable and of value only to the
City, however, the annual cost of purchasing these items is quite significant. The net book value of the City’s
infrastructure (cost less accumulated depreciation) represents approximately 48.42% of the City’s total
governmental capital assets.

The City’s only business-type capital asset category is infrastructure which primarily includes sewer lines. These
items play a vital role in the income producing ability of the business-type activities.

Debt Administration
The City had the following long-term obligations outstanding at December 31, 2019 and 2018:

Governmental Activities

2019 2018
General obligation bonds $ 8,413,400 $ 9,095,288
Capital lease obligation 1,083,639 1,153,932
Total long-term obligations $ 9,497,039 $ 10,249,220

Business-type Activities

2019 2018
OWDA loans $ 2,360,835 $ 2,464,475
Total long-term obligations $ 2,360,835 $ 2,464,475

See Note 15 to the basic financial statements for detail on the City’s long-term obligations.
Current Financial Issues

The City of Clayton continues to provide services to residents at levels they are accustomed to even though revenues
remain relatively flat while State funding continually is reduced by the State of Ohio. The department heads have
continued the fiscal restraint which ultimately led to the under spending of appropriations once again this year.

Also, the cash management and budgetary policies of the Department of Finance encourage the growth in fund
carryovers. It has been the intent of Council to only utilize current revenues to fund budgeted expenditures, but this
is has not been possible in recent years. Greater utilization of grants, where possible, have also assisted in
supporting the operations of the City. These actions have aided the City in ending with higher fund balances than
projected for 2019.
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CITY OF CLAYTON, OHIO
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED DECEMBER 31, 2019
Contacting the City’s Financial Management

This financial report is designed to provide our citizens, taxpayers, creditors, and investors with a general overview
of the City’s finances and to show the City’s accountability for the money it receives. If you have any questions
about this report or need additional financial information, contact Kevin A. Schweitzer, CPA, Finance Director, City
of Clayton, P.O. Box 280, Clayton, Ohio 45315.
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CITY OF CLAYTON

STATEMENT OF NET POSITION

Assets:
Equity in pooled cash and cash equivalents . .
Receivables:
Incometaxes. . . . ... ..........
Real and othertaxes. . . . . . .. ... ..
Accounts. . . .. ... ..
Payment in lieu of taxes receivable. . . . . .
Special assessments . . . . ... ... ...
Accruedinterest. . . . .. ... ... ...
Due from other governments. . . . . . . ..
Inventory held forresale. . . . . ... ...
Materials and supplies inventory. . . . . . . .
Prepayments. . . . ... ... ... ... ..
Investment in joint venture. . . . . . .. .. ..
Land held forresale. . . . . ... ... .....
Net pensionasset. . . . ... .........
Capital assets:
Land and construction in progress. . . . . .
Depreciable capital assets, net. . . . . . ..
Total capital assets,net. . . . . ... .....

Totalassets . . . . . . ... ... ........

Deferred outflows of resources:
Unamortized deferred charges on debt refunding

OPEB. . . .. ... . .
Pension . . .. ... .. .. ... ... ... ... .

Total deferred outflows of resources . . . . . . .
Liabilities:
Accounts payable. . . . ... ... ... ...
Contracts payable. . . . .. ... ... ....
Accrued wages and benefits payable . . . . . .
Due to other governments . . . . . . ... ..
Accrued interest payable . . . . .. ... ...
Long-term liabilities:
Due withinoneyear. . . . ... ... ...
Due greater than one year:
Net pension liability. . . . .. ... ... ...
Net OPEB liability. . . . . .. ... .. ...
Other amounts due in more than one year
Total liabilities . . . . . ... ... .......

Deferred inflows of resources:
Property taxes levied for the next fiscal year. . .

Net position:

Net investment in capital assets. . . . . . . ..

Restricted for:
Debtservice. . . . .. ...........
Road improvements. . . . . ... ... ..
Capital projects . . . . .. ... ......
Fire deposit escrow. . . . .
Cemetery operations. . . . ... .....
Drug and alcohol enforcement. . . . . . . ..
Street lighting. . . . . ... ... .. ...
Economoic development. . . . . . .. ...

Emergency medical services . . . . . ... ...

Unrestricted (deficit) . . . . . . ... .. ...

Totalnetposition. . . . .. ... ... .....

SEE ACCOMPANYING NOTES TO THE BASIC FINANCIAL STATEMENTS

DECEMBER 31, 2019
Governmental Business-type
Activities Activities Total
$ 8,274,764 $ 25,730 $ 8,300,494
1,622,613 - 1,622,613
2,367,334 - 2,367,334
372,101 - 372,101
364,196 - 364,196
1,583,472 - 1,583,472
30,823 - 30,823
827,965 - 827,965
15,647 - 15,647
73,330 - 73,330
166,736 - 166,736
95,395 - 95,395
123,489 - 123,489
38,148 - 38,148
5,597,025 - 5,597,025
16,699,324 2,656,397 19,355,721
22,296,349 2,656,397 24,952,746
38,252,362 2,682,127 40,934,489
255,141 - 255,141
1,015,211 - 1,015,211
3,141,328 - 3,141,328
4,411,680 - 4,411,680
83,348 - 83,348
5,818 - 5,818
186,154 - 186,154
113,563 - 113,563
19,485 7,781 27,266
1,168,536 107,828 1,276,364
9,016,010 - 9,016,010
2,423,552 - 2,423,552
8,752,925 2,253,007 11,005,932
21,769,391 2,368,616 24,138,007
2,267,563 - 2,267,563
360,020 - 360,020
384,177 - 384,177
548,561 - 548,561
3,560,321 - 3,560,321
13,102,615 295,562 13,398,177
1,484,318 - 1,484,318
331,967 - 331,967
1,199,766 - 1,199,766
56,029 - 56,029
67,166 - 67,166
30,208 - 30,208
72,572 - 72,572
1,586,219 - 1,586,219
297,904 - 297,904
(894,434) 17,949 (876,485)
$ 17,334,330 $ 313,511 $ 17,647,841
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CITY OF CLAYTON

STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED DECEMBER 31, 2019

Program Revenues

Charges for

Operating Grants

Capital Grants

Expenses Services and Sales and Contributions and Contributions

Governmental activities:

General government. . . . . . .. .. $ 3,373,787 $ 766,668 $ 92,780 $ 261,405

Security of persons and property . . . 2,108,856 498,775 21,418 -

Public health and welfare . . . . . . . 3,570 11,400 - -

Transportation. . . . . ... ... .. 2,671,943 31,919 791,916 -

Leisure time activity. . . . . . . ... 1,113,517 602,474 -

Interest and fiscal charges. . . . . . . 306,772 - - -
Total governmental activities . . . . . . 9,578,445 1,911,236 906,114 261,405
Business-type activities:

Sewer Department. . . . . . ... .. 187,415 - - -

Other business-type activities:

Water. . . . ... .. ... .... 22,182 - - -

Total business-type activities . . . . . . 209,597 - - -
Total primary government. . . . . . . . $ 9,788,042 $ 1,911,236 $ 906,114 $ 261,405

General revenues:
Property taxes levied for:
General purposes . . . .
Police. . . . .. ....

Income taxes levied for:
General purposes . . . .

Capital outlay

Payments in lieu of taxes
Grants and entitlements not restricted

to specific programs . .
Investment in joint venture. . . . . . . . ...
Investment earnings . . .
Miscellaneous . . . . . .

Total general revenues . . .

Transfers

Total general revenues and transfers. . . . . . . .

Change in net position . . .

Net position at beginning of year (restated) . .

Net position at end of year

SEE ACCOMPANYING NOTES TO THE BASIC FINANCIAL STATEMENTS
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Net (Expense) Revenue
and Changes in Net Position

Governmental Business-type
Activities Activities Total

$ (2,252,934) § - $ (2,252,934)

(1,588,663) - (1,588,663)
7,830 - 7,830

(1,848,108) - (1,848,108)

(511,043) - (511,043)

(306,772) - (306,772)

(6,499,690) - (6,499,690)

- (187,415) (187,415)

- (22,182) (22,182)

- (209,597) (209,597)

(6,499,690) (209,597) (6,709,287)
349,890 - 349,890
1,146,733 - 1,146,733
714,063 - 714,063
183,284 - 183,284
339,963 - 339,963
3,250,430 - 3,250,430
1,624,935 - 1,624,935
497,829 - 497,829
583,312 - 583,312
12,715 - 12,715
447,639 - 447,639
270,969 26,517 297,486
9,421,762 26,517 9,448,279
(78,070) 78,070 -
9,343,692 104,587 9,448,279
2,844,002 (105,010) 2,738,992
14,490,328 418,521 14,908,849

$ 17,334,330 $ 313,511 $ 17,647,841
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Assets:
Equity in pooled cash and cash equivalents . .
Receivables:
Incometaxes. . . . .. ... ... ... ..
Real and othertaxes . . . . ... ... ...
Accounts. . . . . ... L
Payments in lieu of taxes. . . . . . ... ...
Special assessments . . . . . ... ... ..
Accruedinterest. . . . . ... .. ... ..
Due from other governments. . . . . . . ..
Inventory held for resale. . . .
Materials and supplies inventory. . . . . . . .
Prepayments. . . . . ... ... ... ...
Land held forresale. . . . . ... ......
Totalassets . . . . . ... ... .........

Liabilities:
Accounts payable. . . . ... ... ... ...
Contracts payable. . . . ... ... ......
Accrued wages and benefits payable . . . . . .
Due to other governments . . . . . ... ...
Total liabilities . . . . . ... ... ... ....

Deferred inflows of resources:

Property taxes levied for the next fiscal year. . .
Delinquent property tax revenue not available. .
Accrued interest not available . . . . . . . ...
Special assessments revenue not available. . . .
Miscellaneous revenue not available. . . . . . .
Income tax revenue not available . . . . . . ..
Intergovernmental revenue not available . . . . . . ..
Payment in lieu of taxes levied for the next fiscal year.

Delinquent payment in lieu of tax revenue not available.

Total deferred inflows of resources . . . . . . . .

Fund balances:
Nonspendable . . . ... ... ........
Restricted. . . . . ... ... ... .. .. ..
Committed . . . . ... ... .........
Assigned. . . . ... ... L.
Unassigned. . . . ... ...........

Total fund balances . . . . . ... ... .......
Total liabilities, deferred inflows
of resources and fund balances . . . . . . . ..

CITY OF CLAYTON

BALANCE SHEET

GOVERNMENTAL FUNDS

DECEMBER 31, 2019

Police Fire Bond

General Fund Fund Retirement
$ 4,875,214 $ 117,127 $ 163,237 $ 9,609
1,081,789 - - -
387,067 1,112,255 690,545 -
131,907 - - -
- - - 1,542,358
30,041 - - -
134,500 97,866 61,165 -
15,647 - - -
76,966 29,129 25,262 -
$ 6,733,131 $ 1,356,377 $ 940,209 $ 1,551,967
$ 31,481 $ 4,975 $ 11,934 $ -
5,818 - - -
39,504 60,985 39,235 -
25,295 34,845 22,256 -
102,098 100,805 73,425 -
326,898 1,089,249 677,325 -
6,987 23,006 13,220 -
21,226 - - -
- - - 1,542,358
176,054 - - -
846,416 - - -
114,072 96,554 61,165 -
1,491,653 1,208,809 751,710 1,542,358
76,966 29,129 25,262 -
56,029 17,634 89,812 9,609
11,883 - - -
1,552,224 - - -
3,442,278 - - -
5,139,380 46,763 115,074 9,609
$ 6,733,131 $ 1,356,377 $ 940,209 $ 1,551,967

SEE ACCOMPANYING NOTES TO THE BASIC FINANCIAL STATEMENTS
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Capital Other Total
Improvement Governmental Governmental
Fund Funds Funds
$ 594,348 $ 2,515,229 $ 8,274,764
540,824 - 1,622,613

- 177,467 2,367,334

- 240,194 372,101

- 364,196 364,196

- 41,114 1,583,472

- 782 30,823

- 534,434 827,965

- - 15,647

- 73,330 73,330

- 35,379 166,736

- 123,489 123,489

$ 1,135,172 § 4105614 $§ 15,822,470
$ 1,254 $ 33,704 $ 83,348
- - 5,818

- 46,430 186,154

- 31,167 113,563

1,254 111,301 388,883

- 174,091 2,267,563

- 3,376 46,589

- 552 21,778

- 41,114 1,583,472

- 230,833 406,887
423,153 - 1,269,569
- 451,340 723,131

- 360,020 360,020

- 4,176 4,176
423,153 1,265,502 6,683,185
- 108,709 240,066
710,765 2,616,272 3,500,121
- - 11,883

- 3,830 1,556,054

- - 3,442,278
710,765 2,728,811 8,750,402
$ 1,135,172 § 4105614 $§ 15,822,470




CITY OF CLAYTON

RECONCILIATION OF TOTAL GOVERNMENTAL FUND BALANCES TO

NET POSITION OF GOVERNMENTAL ACTIVITIES

DECEMBER 31, 2019
Total governmental fund balances

Amounts reported for governmental activities on the
statement of net position are different because:

Capital assets used in governmental activities are not financial
resources and therefore are not reported in the funds.

Other long-term assets are not available to pay for current-
period expenditures and therefore are deferred inflows in the funds.

Income taxes receivable
Real and other taxes receivable
Accounts receivable
Intergovernmental receivable
Special assessments receivable
Accrued interest receivable
Total

Accrued interest payable is not due and payable in the current
period and therefore is not reported in the funds.

The investment in joint venture represents the City's equity interest in the
Joint Economic Development District. The equity interest is not a financial
resource and therefore not presented in the funds.

Unamortized deferred amounts on refundings are not recognized
in the governmental funds.

Unamortized premiums on bond issuances are not recognized
in the funds.

The net pension asset and net pension liability are not available to pay for
current period expenditures and are not due and payable in the current
period, respectively; therefore, the asset, liability and related deferred
inflows/outflows are not reported in governmental funds.

Net pension asset

Deferred outflows of resources
Deferred inflows of resources
Net pension liability

Total

The net OPEB liability is not available to pay for

current period expenditures and are not due and payable in the current
period, respectively; therefore, the liability and related deferred
inflows/outflows are not reported in governmental funds.

Deferred outflows of resources

Deferred inflows of resources

Net OPEB liability

Total

Long-term liabilities, including bonds payable, are not due and
payable in the current period and therefore are not reported
in the funds.

Compensated absences

Lease purchase agreements
General obligation bonds payable
Total

Net position of governmental activities

SEE ACCOMPANYING NOTES TO THE BASIC FINANCIAL STATEMENTS
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1,269,569
50,765
406,887
723,131
1,583,472
21,778

38,148
3,141,328

(548,561)

(9,016,010)

1,015,211
(384,177)
(2,423,552)

(424,422)
(1,083,639)
(8,024,323)

8,750,402

22,296,349

4,055,602

(19,485)

95,395

255,141

(389,077)

(6,385,095)

(1,792,518)

(9,532,384)

$

17,334,330
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CITY OF CLAYTON

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES

GOVERNMENTAL FUNDS

FOR THE YEAR ENDED DECEMBER 31, 2019

Revenues:
Incometaxes . . . ... ... .... ...
Real and othertaxes. . . . .. ... ....
Other local taxes. . . . . . ... ... ..
Payments in lieu of taxes. . . . . . ... ..
Charges for services. . . . . ... ... ..
Licenses and permits . . . . . .. ... ..
Fines and forfeitures . . . . .. ... ...
Intergovernmental. . . . . . ... .. ...
Special assessments . . . . . ... ... ..
Investment income. . . . . ... ......
Rentalincome. . . . . ... ... .....
Contributions and donations. . . . . .. ..
Change in fair market value of investments. .
Impactfees. . . .. ... ... ......
Other . . . ... ... ... ........

Totalrevenues . . . . . .. ... .......

Expenditures:
Current:
General government . . . . . . ... ..
Security of persons and property . . . . .
Public health and welfare. . . . . . . ..
Transportation . . . . . . ... ... ..
Leisure time activity . . . . . ... ...
Capitaloutlay . . . . . .. ... ... ...
Debt service:
Principal retirement. . . . . . .. .. ..
Interest and fiscal charges . . . . . . . .

Accreted interest on capital appreciation bonds.

Total expenditures . . . . . . . ... ... ..

Excess (deficiency) of revenues
over (under) expenditures. . . . . . . .. ..

Other financing sources (uses):
Sale of capital assets. . . . . ... ... ..
Capital lease transaction. . . . . . ... ..
Transfersin . . . . . ... ... ... ...
Transfersout. . . . . .. ... ... ...
Total other financing sources (uses) . . . . . .

Net change in fund balances . . . . . . .. ..

Fund balances at beginning of year (restated) .
Fund balances at end of year . .. ..

Police Fire Bond
General Fund Fund Retirement
$ 3,282,104 $ - $ - $ -
351,496 1,152,164 717,625 -
182,907 - - -
1,133,045 54,422 - -
16,099 - - -
- 21,400 1,312 -
261,585 211,979 146,133 -
- - - 315,428
314,368 - - -
725 - - -
- 100 150 -
132,323 - - -
18,942 - - -
258,218 1,067 692 -
5,951,812 1,441,132 865,912 315,428
2,437,487 - - 15,319
- 2,210,657 1,420,080 -
904,048 - - -
24,953 15,438 9,135 -
- - - 509,500
- - - 188,492
3,366,488 2,226,095 1,429,215 713,311
2,585,324 (784,963) (563,303) (397,883)
- 750,000 550,000 421,230
(2,321,230) - - (13,738)
(2,321,230) 750,000 550,000 407,492
264,094 (34,963) (13,303) 9,609
4,875,286 81,726 128,377 -
$ 5,139,380 $ 46,763 $ 115,074 $ 9,609

SEE ACCOMPANYING NOTES TO THE BASIC FINANCIAL STATEMENTS
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Capital Other Total
Improvement Governmental Governmental
Fund Funds Funds

$ 1,640,826 $ - $ 4,922,930
- 184,151 2,405,436

- 99,049 281,956

- 589,634 589,634

- 418,924 1,606,391

- - 16,099

- 5,463 28,175

197,720 865,390 1,682,807

- 34,525 349,953

12,966 7,992 335,326

- - 725

- - 250

- 10,040 142,363

- - 18,942

77,544 21,709 359,230
1,929,056 2,236,877 12,740,217
1,447,756 178,095 4,078,657

- 565,296 4,196,033

- 3,570 3,570

- 1,455,879 1,455,879

- - 904,048

780,252 32,298 862,076
315,428 80,500 905,428
82,573 26,333 297,398
56,159 - 56,159
2,682,168 2,341,971 12,759,248
(753,112) (105,094) (19,031)
6,560 - 6,560
226,294 - 226,294

- 600,000 2,321,230
- (64,332) (2,399,300)

232,854 535,668 154,784
(520,258) 430,574 135,753
1,231,023 2,298,237 8,014,649

$ 710,765 $ 2,728,811 $ 8,750,402




CITY OF CLAYTON

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES AND CHANGES
IN FUND BALANCES OF GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED DECEMBER 31, 2019

Net change in fund balances - total governmental funds $ 135,753

Amounts reported for governmental activities in the
statement of activities are different because:

Governmental funds report capital outlays as expenditures.
However, in the statement of activities, the cost of those
assets is allocated over their estimated useful lives as
depreciation expense. This is the amount by which capital
outlays exceeds depreciation expense in the current period.

Capital asset additions $ 2,330,764
Current year depreciation (1,601,572)
Total 729,192

The net effect of various miscellaneous transactions involving
capital assets (i.e., sales, disposals, trade-ins, and donations) is to
decrease net position. (21,087)

Revenues in the statement of activities that do not provide
current financial resources are not reported as revenues in

the funds.

Income taxes (47,565)

Real and other taxes (150,724)

Intergovernmental revenues 169,931

Special assessments (542,946)

Investment income 590

Other 318,299

Total (252,415)

Proceeds of capital leases are reported as an other financing source in the
governmental funds, however, in the statement of activities, they
are not reported as revenues as they increase the liabilities on the
statement of net position. (226,294)

Repayment of bond principal and matured accreted interest is an expenditure in the
governmental funds, but the repayment reduces long-term
liabilities on the statement of net position. 961,587

Contractually required pension/OPEB contributions are reported as expenditures in
governmental funds; however, the statement of net position reports these amounts
as deferred outflows.

Pension 618,582
OPEB 10,653
Total 629,235

Except for amounts reported as deferred inflows/outflows, changes in the net
pension asset/liability and net OPEB liability are reported as pension/OPEB
expenses or reductions in expenses in the statement of activities.

Pension (1,761,125)
OPEB 2,714,056
Total 952,931

The City's share of the income of the Joint Economic Development District is presented
as an addition to the equity interest in the statement of activities. 12,715

In the statement of activities, interest is accrued on outstanding
bonds and loans, whereas in governmental funds, an interest
expenditure is reported when due.

Decrease in accrued interest payable 833

Accreted interest on capital appreciation bonds (19,833)

Amortization of deferred a