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To the Honorable Mayor, Members of City Council, Auditor, Treasurer, Law Director, Municipal Court
Judge, and Citizens of the City of Girard:

The State Auditor’s Office is pleased to provide the completed City of Girard (the City) performance audit.
As a result of the City’s placement into fiscal emergency status on August 8, 2001, the Auditor of State
conducted this performance audit to provide assistance to the City and the Financial Planning and
Supervision Commission (the Commission) to improve the financial condition of the City.

The performance audit focused on nine aspects or areas of City operations including Debt, Income Tax
Department, Water Department, Sewer Department, Police Department, Fire Department / EMS, Street
Department, Contractual Assessments, and the Municipal Court. We also developed a section labeled Other
Matters which highlights certain issues or items we observed during our fieldwork or in limited instances,
issues or items brought to our attention. The collective recommendations within these nine areas and Other
Matters provide opportunities for the City to make operational improvements and regain financial stability.

An Executive Summary was also prepared which includes four subsections: Project History, Scope and
Methodology, Recommendations, and Conclusion. The performance auditalso contains a proposed financial
recovery plan. The Mayor, City Council, and the Commission should consider our proposed financial
recovery plan as they develop their approach to resolve those conditions which precipitated the fiscal
emergency declaration.

The performance audit was previously provided to City, and its contents were discussed with the elected
officials, Municipal Court Judge, and the Commission. Additional copies of this report can be requested by
calling the Clerk of the Bureau’s office at (614) 466-2310 or the toll free number in Columbus, (800) 282-
0370. In addition, this performance audit can be accessed on-line through the Auditor of State’s website at
http://www.auditor state.oh.us/ by choosing the “On-Line Audit Search” option.

Sincerely,

January 31, 2002
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Executive Summary

Project History

Section 118.04(A), Revised Code, states that the existence of fiscal emergency conditions shall be
determined by the Auditor of State upon written request from amayor of the municipal corporation
or initiated by the Auditor of State. On April 3, 2001, Mayor James Melfi, the mayor of the City of
Girard (City), requested a fiscal emergency anaysis of the City of Girard be performed by the
Auditor of State.

The purpose of the analysis was to determine whether the City’s financia condition justified the
declaration of afiscal emergency. On June 4, 2001, the Local Government Services Division of the
Auditor of State’ s Office started the work necessary to perform the fiscal emergency analysis. The
Local Government Services Division extended the original date of determination from April 30,
2001 to July 31, 2001 to account for the City’s anticipated lack of resources to meet certain debt
payments due on July 1, 2001.

The Auditor of State's Office issued a report on August 8, 2001, which detailed the criteria and
results of the fiscal emergency analysis. The conclusion of the report was that a fiscal emergency
condition existed under Section 118.03(A)(1), Revised Code, due to defaulting on two semi-annual
Ohio Water Development Authority (OWDA) loan paymentsintheamount of $117,439 for thelakes
purchases and $225,125 for the Wastewater/Sewer Plant, both due July 1, 2001. Additionaly, a
fiscal emergency condition also existed under Section 118.03(A)(5), Revised Code, asthe aggregate
sum of fundswith deficit balancesat December 31, 2000, was $1,503,919 which exceeded one-sixth
of the sum of the General Fund budget and the receipts to those deficit funds in aggregate by
$390,510. Based upon these two conditions, the Auditor of State declared that afiscal emergency
exists at the City of Girard.

Once determined that a fiscal emergency exists, Section 118.05(A), Revised Code, requires that a
financia planning and supervision commission for the City of Girard be established. Asidentified
in Section 118.05(B), Revised Code, the Financial Planning and Supervision Commission (the
Commission) consists of seven voting members.

In accordance with Section 118.05(G), Revised Code, the Auditor of State serves as the “financial
supervisor” to the Commission. Membersof the Commission serve without compensation, but are
reimbursed for necessary and actual expensesincurred while performing Commission business. All
expenses incurred by the financial supervisor for a period of 24 months are paid by the State.
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The Commission’s first meeting was held on September 25, 2001. As required by Section
118.06(A), Revised Code, the Mayor must submit to the Commission a detailed financial plan,
approved by ordinance or resolution of the City Council, within 120 days after the first meeting of
the Commission. The detailed financia plan includes various items as enumerated in Section
118.06(A), Revised Code.

In accordance with Section 118.27, Revised Code, the Commission continuesin existence until the
Auditor of State determinesthat the City hasdonethefollowing (refer to Revised Codefor full text):

° Planned, and is in the process of good faith implementation of, an effective financial
accounting and reporting system
° Corrected and eliminated or has planned and isin the process of good faith implementation

of correcting and eliminating all of the fiscal emergency conditions and no new fiscal
emergency conditions have occurred. The Auditor of Stateisto monitor the progress of the
City, and if the City has failed to secure full implementation after a two-year period, the
Auditor of State may redeclare the City in fiscal emergency

° Met the objectives of the detailed financial plan described in Section 118.06, Revised Code

° Prepared a five-year financial forecast in accordance with standards issued by the Auditor
of State. The Auditor of State must render an opinion on the financial forecast that is
considered nonadverse

The Auditor of State's Office began a performance audit of the City’ s operations on September 17,
2001, to identify options for expenditure reductions, revenue enhancements, resource allocations,
and operational improvements. The fieldwork was conducted primarily during the months of
October through December. Theresultsof the performance audit were reviewed with City Officials
on January 23, 2002.

The goal of this report is to provide ideas and recommendations to better enable the City to make
decisionswith the objective of eliminating the conditionswhich brought about the fiscal emergency
declaration.

To that end, the Auditor of State's Office has completed a performance audit for the City. The
proj ect hasbeen segregated into two phases. Phasel included conducting meetingswith various past
and present individuals responsible for the City’s operations, including City Council members,
Mayor, City Auditor and City Treasurer. Interviews were also conducted with City Departmental
managers and other key employees. We also met with the Municipal Court Judge and certain Court
employees.

Departmental operationsincluding those of the Municipal Court were reviewed and evaluated, and
an understanding of the City’ sand Court’ s operations was obtained. These procedures established
the framework for Phase |1, which was the actual performance audit. The procedures followed in
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Phase Il are defined under the subheading of Scope and Methodology contained in this Executive
Summary.

The performance audit focused on certain services provided by the City. Thedecision for thisfocus
was based upon the City’ sfiscal emergency status and its potential inability to fund operations and
provide services at current levels.

The performance audit covered the following areas of the City’s operations:

Debt

Income Tax Department
Water Department
Sewer Department
Police Department

Fire Department / EMS
Street Department
Contractual Assessments
Municipa Court

Other Matters

With the exception of Other Matters, these areas were sel ected because they represent significant
areas of the City’s operations, maintained a deficit fund balance, defaulted on loan payments, or
provided possible opportunities for expenditure reductions, revenue enhancements, reallocation of
resources for general operating purposes, or operational improvements.

The Other Matters section focuses on certain issues or items we observed during our fieldwork or
inlimited instances, issuesor itemsbrought to our attention. Although labeled Other Matters, many
of theissues and items therein contain substantial financial impact matters or highlight certain City
operational issues.

Scope and M ethodology

A performance audit is defined as a systematic and objective assessment of the performance of an
organization, program, function or activity to develop findings, conclusions and recommendations.
Performance audits are usually classified as either “economy and efficiency audits’ or “program
audits.”

Economy and efficiency audits consider whether an entity is using its resources efficiently and
effectively. They attempt to determine whether management is maximizing output for a given
amount of input. If the entity is efficient, it is assumed that it will accomplish its goals with a
minimum of resources and with the fewest negative consequences.
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Program audits normally are designed to determine whether the entity’s activities or programs are
effective, if management isreaching its goals, and even if the goals are proper, suitable, or relevant.
Program audits often focus on the rel ationship of the program goal swith the actual program outputs
or outcomes. Program audits attempt to determine if the actual outputs match, exceed or fall short
of the intended outputs.

Because of two major factors, this performance audit is primarily designed as an economy and
efficiency audit. Thefirst factor isthe fisca emergency conditions of the City. Dueto the City’s
poor financial condition, efforts must be undertaken to recommend alternativesto the City to assist
themin utilizing their financial resourcesin the most efficient and effective manner possible. The
second factor isthe City’s past and current lack of established goals and procedures.

While the objectives of performance audits may vary, the Auditor of State’s Office designed this
performance audit with the express intention of providing suggestions which the City and the
Commission may use in developing the detailed financial plan.

The recommendations were made to help eliminate the fiscal emergency criteria which entails
balancing an annual operating budget, eliminating fund deficits, and providing suggestionsto help
the City pay its debt. The magjority of the comments within this report are made to reduce
expenditures, increasereceipts, or reallocate City resources. Wea soidentified several issueswhich
negatively impact the City’ sfinancial condition. The City must recognize these negative financial
implications and consider them in any type of financial forecasting.

It is important to note that this performance audit is not a financial audit. Therefore, it was not
within the scope of this work to conduct a comprehensive and detailed examination of the City’s
fiscal recordsand past financial transactions. Sincethe City doesnot record all financial transactions
properly, certain information included in this report which was derived from the City’ s accounting
system may not be completely accurate.

To completethe performanceaudit, we gathered and assessed asignificant amount of datapertaining
to the City and the Court. Our commitment to this performance audit was significant as we spent
morethan 3,000 hourson the project. We conducted interviewswith both present and previous City
officialsand employees; the Municipal Court Judge and certain Court empl oyees; peer city and court
personnel; and we assessed and analyzed information from the City of Girard, the Municipal Court,
and the peer cities and courts.

Thereport isorganized into three sections, this Executive Summary, the Financial Forecast, and the
10 major areas including Other Matters.
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Within the 10 major areas, we obtained an understanding of certain operations or issues and we used
that understanding to devel op Findings which represent statements of condition (i.e., what the City
currently does). We compared the Findings to some criteria (i.e., what the City should do). The
criteriapredominately included the peer cities and courts, the Ohio Rev. Code, City ordinances and
policies, and practica business practices. In many instances, we were able to develop
Recommendations which will help improve the City’s operations. We were also able to quantify
many of the Recommendations and for those items, we developed Financial Implications. Those
Financial Implications are the foundation to the Financial Forecast and represent the difference
between Scenarios A and B within that section. Scenario A assumesthe City’s current operational
practices and spending patterns continue while Scenario B assumes, the City implements our
Recommendations and Financial Implications.

The Financial Forecast includes aBackground and six City Funds. General Fund, Special Revenue
Recreation Fund, Enterprise Water Revenue Fund, Enterprise Sewer Rental Fund, Capital Projects
Capital Improvement Building Fund, and Capital Projects Capital Improvement Street UtilitiesFund.
These Funds were selected based upon: a current or anticipated future fund deficit; the fund
previously defaulted on debt; or the fund was significantly impacted by the results of the
performance audit.

Each of those six funds includes: Scenario A assumptions, Scenario A 5-year financial forecast,
Scenario B financial impact items, and Scenario B 5-year financial forecast.

Wealso developed several Financial Implicationswithin the report whichimpact City Fundswhich
are not included within the Financial Forecast.

| nter views, Discussions, Reports, and Other Data Sour ces

Numerousinterviewsand discussionswere held with many level sand groupsof individual sinvol ved
with the City and the Court, including certain prior elected officials and administrative personnel.
Theseinterviewswereinvaluablein devel oping the overall understanding the City’ soperationsand,
in some cases, were useful sources in identifying concerns with the City’s operations and in
providing recommendations to address those concerns. Examples of the organizations and
individuals who were interviewed include:

Mayor, City Auditor, and City Treasurer

Municipa Court Judge and certain Court employees
Former Mayor and City Auditor

Safety Director and Service Director

Former Safety Service Director

Departmental managers and various other employees
Certain City union representatives
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® Trumbull County Auditor’s Office
® Trumbull County Board of Elections
® Variousofficials and personnel at the peer cities and courts

We also spent a significant amount of time gathering and assessing pertinent documents and data.
Examplesof thosedocumentsand datainclude: City ordinances, City Council MinutesRecord; Ohio
Rev. Code; City accounting records and ledgers; City general purpose financial statements; City
Fiscal Emergency Report; City debt agreements and other debt related items; City water and sewer
rate agreementsand other financerel ated agreements; sel ect capital contracts; Police Department and
Fire Department / EM S reports; City labor contracts; and Municipal Court annual reports.

City and Court Overview

The City is a community with approximately 10,900 residents and is contiguous to the City of
Y oungstown. The City approximates 5.9 square milesin area.

Thefollowing statisticswere obtained from the U.S. Census Bureau, the Trumbull County Planning
Commission, and the Girard Municipal Court:

2000 City Summary
Measure Number
Population 10,902
Median Household Income $24,000
Total Housing Units 4,937
Occupied Housing Units 4,631
Owner-Occupied Units 3,100
Renter-Occupied Units 1,484
Median Housing Vaue $44,000
Municipal Court Caseload 9,900

Note: The Median Household Income and Median Housing Value represent 1990
information while all other data represents 2000 information
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Benchmark Comparisonswith other Citiesand Courts

For purposes of illustrating various operational issues, certain comparisons are made throughout the
report with the Cities of Cambridge, East Liverpool, and Shelby. Similarly, comparisons are also
made within the Municipal Court section aswell. Except for the City of Cambridge, different cities
were selected for that section. Those cities selected for Municipal Court comparisons include the
Courts of Cambridge, Circleville, Defiance, and Eaton.

To providebenchmark comparisonswiththe City of Girard, performanceindicatorswere established
for variousareasasamechani smto compare how effectively and efficiently the City providescertain
necessary functions. The information was gathered through a data request and follow-up phone
interviews with various officials and departmental managers of the peer citiesand courts. The peer
cities and courts also provided financia information used in certain areas of the report.

The City of Shelby’s water and sewer responses were not fully comprehensive; therefore, those
responses were excluded from the Water Department and Sewer Department sections of thisreport.

Wearegrateful to the peer cities and courtsfor their willingness to participate in the project and for
their quick response to the data request.
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Comparative Cities

(rounded to the nearest 100)

Information about the City and the benchmark citiesis contained in the table below.

Girard Cambridge East Liverpool Shelby
Population 10,900 11,500 13,100 9,800
Median Household Income $24,000 $17,400 $15,600 $24,700
Total Housing Units 4,900 5,600 5,700 4,300
Area (in square miles) 59 15.6 45 50
City Levy - Full Rate of taxation
on $1.00 (mills) 7.2 millst 14 mills 14.5 mills 5.6 mills
City Levy - Effective Rate of
taxation on $1.00 (mills) 5.47 mills 13.29 mills 10.85 mills 5.07 mills
Tax Vauation
Real $103,160,800 $85,013,100 $70,239,000 $113,738,400
Tangible Personal 15,461,700 28,093,800 21,471,900 51,628,500
Public Utilities 7,218,400 9,417,200 10,948,800 2,905,500
Total $125,840,900 $122,524,100 $102,659,700 $168,272,400
City Income Tax Rate 2% 1.2% 1.5% 1.5%
Local Tax Revenue per Citizen $372 $384 $304 $339

Sour ces: Population and Total Housing Units were obtained from 2000 U.S. Census of Population and Housing
Median Household Income was obtained from 1990 U.S. Census (latest available for this data)
Areaand City Income Tax Rates were obtained from the respective cities
Tax valuation and full-tax rates were obtained from the 2000 general purpose financial statements
Effective tax rates were calculated based upon the amounts collected divided by tax valuation
Local Tax Revenue per Citizen was calculated based on total taxes per the 2000 general purpose financial
statements divided by total population

! Full-tax rate changed to 7.2 mills for 2001

Executive Summary
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Comparative Courts

(rounded to the nearest 100)

Information about the Municipal Court and the benchmark courts is contained in the table below.

Girard Cambridge Circleville Defiance Eaton

Population Served 41,900 39,000 65,000 39,200 42,000
2 Cities;
Jurisdiction Type 3 Townships County-wide County-wide | County-wide | County-wide
2000 Caseload 9,900 15,400 13,800 13,700 13,100
2000 Caseload per
FTE 598 711 980 1089 997
Sour ce: Obtained from the respective 2000 Municipal Court Annual Report; and respective Municipal Court Clerk of
Courts

Recommendations

The City of Girard isin the midst of afinancial crisis. At December 31, 2000, the City’s General
Fund had a deficit of nearly $800,000. That pattern continued and by December 31, 2001, the
cumulative overspending increased to approximately $1,500,000. In short, the City’ sGeneral Fund
no longer financialy sustains the City’'s general operations, and cash from other City funds is
subsidizing general City operations.

The Capital Projects Capital Improvement Building Fund and Special Revenue COPS Fund are
forecasted to have deficit balances exceeding $400,000 and $100,000 at December 31, 2001, while
the Financial Forecast anticipates the Enterprise Water Revenue Fund, Enterprise Sewer Rental
Fund, and Capital Projects Capital Improvement Street Utilities Fund will accumulate fund deficits
approximating $1.8 million, $100,000 and $500,000, respectively by fiscal year ended 2006.

Finally, on July 1, 2001, the City defaulted on two Ohio Water Development Authority (OWDA)
loans within the Enterprise Sewer Rental Fund and Enterprise Water Revenue Fund. The defaulted
principal and interest paymentstotal ed $342,600 on outstanding | oan balancestotaling $4.9 million.
The City also defaulted on the January 1, 2002 principal and interest payments for the same loans.

Overspending and loan defaults were the two criteriawhich facilitated the City’ s fiscal emergency
declaration.

What caused the financial problems within the City? And more importantly, how can the
City alleviate the financial crisis?
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Thefirst questioniseasier to answer. Inshort, the City’ s spending has outpaced itsrevenues. That
problemisdue, in part, to substandard financial management practices.

An example of those deficient management practices includes not encumbering contracts until the
time of payment. Although the Justice Center and State Street projects were significant financial
commitments, the associated contracts were not reserved against an appropriation until the time of
the vendor payments. Additionaly, the City previously had an .8 mill property tax levy which
totaled $95,000 annually but the City allowed that levy to expire without presenting it to the voters.
That expiring levy was not mentioned in City Council’ sminutesrecord since at least 1998. Finaly,
numerous key contracts and agreements were outdated while some were not fully executed.

The City incometaxes, water rates, and sewer rates have not increased sufficiently to meet the City’s
expenditureincreases. The City’ sexpenditures continueto increase, particularly intheareas of debt
service regquirements and employee related costs.

The City’s largest revenue source, income tax collections, realized growth during several years
throughout the 1990's. That growth culminated in 1998, when income tax collections peaked at
nearly $3.5million. Since 1998, incometax collectionsdeclined to approximately $3.37 millionand
$3.38 million during 1999 and 2000, respectively. During 2001 through 2004, City management
expects income tax collections to approximate only $3.2 million each year. Similarly, the City’s
water ratesincreased well bel ow therates charged by the City of Nilesand Village of McDonald for
water purchases. The City’s sewer rates were also flat, even though expenditures have continued
to increase.

First, adiscussion of the City’ sdebt and debt servicerequirementsiswarranted followed by a brief
discussion of employee costs.

Since 1995, City-wide debt hasincreased dramatically. At December 31, 2000, the City’ s debt and
long-term obligations, excluding compensated absences obligations, totaled $12.04 million while
that amount approximated only $6.36 million at December 31, 1995, or an increase from 1995 to
2000 of nearly $5.7 million. Meanwhile, the assets purchased with that debt have generated little
financia benefit to the City.

Long-term bondswere not presented to the votersfor approval to financethe debt increases. Rather,
the City predominately obtained commercial loans and used existing revenue sources to fund the
principal and interest payments.
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City-wide principal and interest paymentstotaled approximately $.5 millionin 1995. If the City did
not default on the July 2001 OWDA debt payments, 2001 principal and interest payments would
approximate $1.5 million or $1 million more than 1995. This increase occurred when the City’s
income tax receipts, water rates, and sewer rates, which represent the main funding sources for the
obligations, increased only modestly over that same period of time.

Thesignificantincreaseinthe City’ soverall debt and long-term obligationscan beattributed to three
specific debt agreements. Those projects and the related debt include:

e Justice Center Note (issued in 1999 and rolled over/increased in 2000) - $4.0 million
e State Route 422 Road Improvement Note (issued in 2000) - $2.25 million
e OWDA Lake Purchase Loan (issued in 1995) - $2.51 million

Although the meritsof these projectsarenot addressed in detail withinthisreport, a brief discussion
of the projects and debt issues is warranted.

Justice Center

The discussions regarding a new Justice Center date back many years. Those discussions focused
predominately on the lack of handicapped accessability to the Court and safety concerns related to
prisoner transportation to and from the Court.

In 1999, the City began constructing the Justice Center to house certain City and Court operations
and, as part of the project, the City renovated a portion of the old administrative building.

Origina construction cost, scope estimates, and whether the cost included furnishings are subject
to debate among the various City officials, employees and certain former officials and employees.
Ultimately, the project cost more than $5.3 million while certain personnel recollect original cost
estimates closer to $3 million. The City initially financed $3.5 million and later rolled that amount
into a$4 million note, whiletheremaining $1.3 million wasfunded directly by the General Fund and
Court contributions.

Some of the varying cost estimates may be due to the Justice Center’ s basement, which was added
after the project scope was initially determined. Additionally, the land purchases and their
development into a City parking lot may have a so contributed to the varying cost estimates.

Executive Summary 1-11



City of Girard Performance Audit

The City and Court previously agreed to share the debt service requirements. However, it was a
verbal agreement and neither the City nor the Court currently agree on the “ shareabl€” construction
costs, project scope, or space utilization. Therefore, the shared financing remainsindispute. Infact,
during December 2001, the Court suspended its $111,600 annual debt service commitment until
further order. The Court believes the City violated a previous Court Judgement Journal Entry.
Naturally, the Court’ s decision will adversely impact the City’ s financial condition.

Given the project’ s magnitude, the City and Court should have clearly and completely documented
their verbal agreement. The fact that project terms and conditions including project scope, cost,
shared debt service requirements, and space allocation were not agreed upon between the City and
the Court before the project was pursued represents alack of foresight. More importantly, the lack
of awritten agreement hasunnecessarily and significantly impacted the cooperation between the City
and the Court. Inthebest interests of the City, the Court, and the City’ sresidents, the City and Court
need to resolvetheir differences, and each party should pay aproportionate share of the project costs
including the parking lot.

Finally, select City personnel represented there are certain remaining items which should be
addressed to bring the Justice Center into compl ete operating status. City management estimates
those costs at approximately $40,000.

Certain City and Court personnel also represented there are other unresolved issueswith the Justice
Center. Some of thoseissuesincludewater periodically flooding the Sally Port, water leaking down
certain walls, insufficient gutter design, inappropriate prisoner elevator location, and high traffic
areas that contain wall material which is easily susceptible to damage.

The City and Court should resolve these issues and a so determine an appropriate course of action
for the vacated space within the City’s Administration Building.

Sate Route 422 Project

In 1999, the City began a project to improve State Route 422 (State Street). Theoriginally planned
project encompassed three phases: Phase | was to be funded by the City and was expected to cost
$2.25 million. That phaseincluded moving certain utility lines. Aspart of Phasel, the City decided
to not only move the lines, but to also bury them. Phase Il was to be funded by state and federal
sources and was expected to cost $7.2 million. That phase included widening State Street. Phase
[11 was to be funded by the City and was expected to cost $1 - $1.5 million. That phase included
replacing certain water and wastewater/sewer lines under State Street. Phase |11 was expected to
occur simultaneously with Phase 1.
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Phase | is principally complete and billed by the vendor to the City. Phasell is expected to begin
during 2002 and wrap-up during 2005. Due to the City’'s financia condition, the City cancelled
Phase 11 of the project. Asaresult of the Phase Il cancellation, the City will ultimately have an
improved road surface until water or wastewater/sewer lines break and the City digs through the
newly improved road surface to make therepairs. Using 50 years as abenchmark, 55% and 70% of
the City’ swater and sewer linesrespectively are older than that benchmark so line repairs under that
stretch of roadway are likely.

As it relates to Phase I, the City received a $2.25 million commercia note to fund that phase.
However, the City used a portion of the proceeds for other City projects/expenditures. Asaresult,
the City is currently unable to pay the remaining invoices related to this phase.

Lakes Purchase

In 1995, the City purchased two lakesand certain surrounding areasfor approximately $2.51 million,
in anticipation of developing a City water source for producing potable water for distribution to the
citizens of Girard and possibly surrounding communities. The City purchased the property from
Consumers Ohio Water Company with financing provided by the OWDA. Theplanto produce and
sell potable water has not materialized over the past six years, due mainly to the cost of such a
facility and the cost to repair dams on the lakes' property. City management asserts the lower dam
has been declared structurally unsound by the Ohio Department of Natural Resources (ODNR) and
approximately $10 million is needed to repair the dams.

Meanwhile, the City Council’s Minutes Record over the past six years reflects little substantive
discussionsabout thelakes. Rather, those Minutes principally discussfishing and whether motorized
water craft should be permitted on the lakes versus discussing a planned approach to develop the
lakesinto arevenue producer for the City and in particul ar the Enterprise Water Revenue Fund. The
City has paid, and is obligated to pay, annual debt payments of $234,900 for these assets which
produce little financia benefit to the City.

Resolving the lakes issue should be a City priority. The City must determine whether to sell the
property or develop the lakes into a potable water source. Alternatively, the City should aso
consider whether the surrounding property should be devel oped into aresidential area. Finally, the
City should consider whether acombination of these or other alternatives may be more appropriate.

Based upon management’ s assertions concerning the dam’ s structural integrity, the City should al'so
assess whether it is sufficiently insured to an acceptable level of financial loss.
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Another area of increasing costs is both employee wage and benefit costs.

City-wide, during 1996, base sal aries excluding overtime approximated $3.4 million. During 2001,
the City-wide base salaries increased to nearly $4.4 million. Based upon the current collective
bargai ning unit agreements, City-widesalarieswill approximate $4.7 million by thefiscal year ended
2003.

Additionally, employee benefits and, in particular, insurance costs have also increased. With two
exceptions, health insurance costs increased each year from 1996 through 2001. During that time
period, health insurance costs reached alow of approximately $517,000 during 1997 and a high of
$977,000 during 2000.

Asyou can see, the City’ s spending has clearly outpaced revenues.
The more difficult question to answer is, how can the City alleviate the financial crisis?

During December 2001, City management reduced staffing levelsin selected areasto help eliminate
the City’ sfinancia strain. Thoseimpacted areasinclude the Police Department which was reduced
by three Patrol Officers; the Fire Department which was reduced by 13 part-time firefighters; and
theWater, Street, and Cemetery departmentswhich were cumul atively reduced by 6 employees. The
Policeand Fire department employee costsare paid by the General Fund whilethe Water, Street, and
Cemetery departments are paid through those respective Funds.

The financial impact of these reductions including implementation costs is summarized below.
Implementation costs represent those costs the City will incur for each employee reduction. After
the City’s staff reduction in December, we determined, and City management concurred, that the
immediate implementation costs include unemployment benefits and insurance. With limited
exceptions, we assumed each employee (FTE) would receive unemployment benefits for 26 weeks
at $350 each week. We aso assumed, with limited exceptions, that each employee (FTE) would
receive hospitalization/medical insurance for 6 months at atotal cost of $4,500 per employee. The
City isself insured for medical purposeswith apreestablished stop losscoverage. The $4,500 could
fluctuate based upon actual claimsincurred and paid by the City during the six month time period.

Asaresult of the December 2001 |ay-offs, the General Fund will be positively impacted by $266,000
each year from 2003 through 2006. For 2002, the General Fund will incur offsetting costs
approximating $47,800, so the 2002 lay-off savings will approximate $218,200.

Meanwhile, the Water, Street, and Cemetery departments will be positively impacted by $318,900
each year from 2003 through 2006. Those Funds will aso incur offsetting costs approximating
$81,600, so the 2002 lay-off savings will approximate $237,300.
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Intotal, the City should expect to save approximately $584,900 each year from 2003 through 2006.
For 2002, the total $129,400 offsetting costs will reduce the savings to $455,500.

Unfortunately, the single difficult decision of laying-off employees will not bring the City out of
financial crisis. Rather, thisdecision will most likely increase overtime among the remaining safety
force employees which will financially impact the City. More importantly, these safety force
reductions endanger the personal safety of the remaining Police and Fire department employees.

The City will be presented with many more challenges before it achieves financial stability and
emergesfrom fiscal emergency status. In fact, balancing the annual General Fund operating budget
and eliminating thefiscal emergency criteriawill bevery chalenging for the City. Nevertheless, we
believe these goals are achievable.

To that end, our approach is simple. The City, the Court, and al City stakeholders must closely
review thisentirereport and truly attempt to i mplement the recommendationsherein, or somesimilar
resolution, and achieve the Financial Implications reflected throughout the report.

Webelievethe City’ ssafety forcesrepresent anintegral component of the community’ s stability and
well being. Therefore, the City should restore the Police Department and Fire Department / EMS
personnel, who wererecently laid-off, to the City’ swork force. Thisemployeerestoration will help
the City realize more reasonable overtime costs and more importantly, it will improve employee
safety within the Police and Fire Departments. The General Fund pays, al or a portion of,
approximately 107 part- and full-time employee salaries of which roughly 55 are Public Safety
employees. Theremaining part- and full-time General Fund employeesinclude administrative (19),
Tax (3), Hedth (4), Auditor’s Office (3), and Court (23). Except for the Court and Recreation
staffing, we did not believe there are significant opportunities for further staff reductions as
additional reductions may significantly impact the City’ sability to provide sufficient servicesto the
community.

With that said, certain very important aspects of the recommendations within this report and the
accompanying Financial Implicationsrest with the City, the Court, theemployees, and theresidents.
All four stakeholders should have input into the City’s financia recovery strategy while also
recognizing certain “ shared sacrifices’ are essential to the City’ sfinancial restoration. Asaresult,
to achievefinancial stability within the City, the employees, Court, and residents must make certain
concessions and decisions.

First, the City’ s empl oyees should open the current collective bargaining unit contracts and reduce
the 2002 and 2003 salary adjustments to zero and 2%, respectively. For the three years subsequent
to 2003, the employees should accept salary adjustments not to exceed 2%, 2%, and 3% each year,
aswell as certain other concessions. Those concessions are highlighted throughout this report.
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Second, the residents should approve a 6 mill, 5-year operating levy or an equivalent income tax
increase to support general City operations. A 6 mill levy will generate approximately $720,000
each year. The City must ensure the levy or incometax is only used for the purpose for whichiit is
approved.

Third, the Court should service an equitable portion of the Justice Center debt, charge certain Court
employee costs directly to the Court’ s restricted funds, and reduce staffing levels.

Fourth, the City must reduce nonessential servicesand charge user feesfor certain servicesincluding
certain water and sewer rate adjustments. Additionally, City management must also devel op sound
financial management proceduresto help ensurefinancial datais complete, accurate, and throughly
scrutinized before decisions are made. Without improved financial management practices, the City
will likely regress, once again, into financial distress.

The City’ s officials must also establish fiscal priorities and fund those priorities accordingly. Debt
service should beahigh priority whilerecreational activitiesarealower priority. The City may have
certain capital project needs; however, unless grants or other funding sources are secured to fund
those needs, with little or no local matching funds, the City will need to closely scrutinize whether
aparticular project representsapriority. Conversely, the City will need to ensure its infrastructure
remains stable.

Finally, commercia and residential growth areimportant to the City’ slong-term financial stability.
The City’s officials must commit to actively pursuing commercial and residential development
throughout the City.

We believe this methodology is an appropriate strategy and provides all City stakeholders the
opportunity to participate in the City’ sfinancial strategy and recovery process. All of these items
are discussed further within the body of this report.

If the key components of this interdependent methodol ogy are unsuccessful, the City will need to
adjust its financial recovery planning accordingly and additional staff reductions, including
significant reductions of public safety employeeswill be necessary. Reducing the safety forceswill
significantly and adversely impact the City’ sability to provide services comparable with the current
level of services and those reductions also present certain safety issues to the remaining
Departmental employees.
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Within this Executive Summary, we have summarized selected comments from various sections
within the report. Once again, we strongly encourage interested stakeholders to read the report in
its entirety.

Based on athorough analysis of the City’ s Departments and rel ated operations, it isapparent that the
City should focus its efforts on three main areas:

Organization and Management

The City’s elected officials, administrators, and departmental managers should
become more familiar with the budgetary process by reviewing Ohio Rev. Code
Section 5705 and by periodically meeting with the Trumbull County Budget
Commission and, in particular, with the Trumbull County Auditor. Historically, the
City has not managed the City Funds as separate legal and accounting entities. Rather,
many transactions have incorrectly traversed funds. Additionally, while the City
encumbers certain items, the City does not encumber construction contracts until thetime
of payment.

City Council, administrators, and departmental managers should be provided with
timely and accurate information so the City’'s finances can be monitored and
managed. The City’s current financial problems are partially due to a lack of overal
monitoring as well as monitoring incomplete financial information. This incomplete
financial information has hindered City management’s ability to accurately assess the
City’ sfinancial condition. City Council, administrators, and the departmental managers
must have timely, accurate, and complete financial information to monitor the City’s
financia condition and manage departmental budgets. More importantly, those parties
must use the information to make informed decisions to effectively manage the City.

The City must develop overall fiscal responsibility and planning. The evaluation of
capital projects and expenditures can only be made with a comprehensive financial plan
(financia forecast) for the entire City. The City must have a complete understanding of
all project factors, including, but not limited to: operational costs, project funding, and the
impact the project has on potentia future projects. In short, the City should develop
“business plans” for City projects. As evidenced by the transactions involving the lakes
purchase, Justice Center construction project, and the State Route 422 project, the City
does not have along-term overall fiscal plan that specifically identifies and addressesthe
financial impact of certain large projects on the City’ s entire operations.

The Water Department has experienced certain planning issues, including failed attempts
to purchase water solely from the City of Niles and updating the water system’s meters.
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Similarly, a .8 mill general operating levy which generated $95,000 each year recently
expired. Thelevy was not placed on an election ballot, and City Council’ s minute record
did not reflect any discussion of thislevy before it expired.

° TheCity should provideor purchasecomputer related training for select employees.
The City uses certain fiscal software within the various departmentsincluding the Income
Tax and Water/Sewer departments. That software generally supports ad hoc report
capabilities, but the system users are unabl e to generate these ad hoc or other non-standard
system reports due to the lack of training and software capabilities.

° The City should implement proceduresto ensure that all significant contracts and
agreementsarewritten, readily available, and current. Additionally, theCity should
also ensure the terms and conditions are both completely understood and fully
incorporated into the contract or agreement. The City has entered into various
contracts. Certain contracts and agreements are with neighboring communities and relate
to water purchases and water/waste water. Some of these contracts and agreements were
not readily available and, in some instances, the documents have expired even though the
services continued.

The City’s State Route 422 bond anticipation note (note) requires principal and interest
payments; however, both the City and lender believed the agreement required interest only
payments for the first three years of the note. Neither the City nor lender could provide
documentation to support paying interest only.

An independent entity bills and processes the EM S receipts for the City. Those receipts
approximate $200,000 each year. However, acurrent executed contract which establishes
the terms and conditions of the relationship does not exist.

° The City should negotiate and finalize the Ohio EPA claims remaining within the
1999 State of Ohio consent order regarding the adequacy of the City’s Wastewater
Treatment Facility. The City estimates certain components of the consent order will cost
approximately $140,000 and will be completed during 2002. However, facility staffing
levels remain a significant, unresolved issue between the City and the Ohio EPA.
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Expenditure Control and Reductions

° The City should prioritize resour ce commitments. With the City’s relatively stagnant
resources, the identification of al liabilities and commitments (current and future) is
necessary to properly prioritize the use of the City’s resources. The City must commit
sufficient resources to satisfy existing debt service requirements, maintain an adequate
safety force, and eliminatethe variousfund deficits. All discretionary expendituresshould
be closely scrutinized.

Additionally, the City cannot continuously modify theincometax alocation. Rather, that
allocation must be assigned to a particular purpose until that purposeis either satisfied or
another resource is obtained to supplant the income tax allocation.

° The City and unions should negotiate health care benefit cost participation from
employees. City employees do not currently contribute toward the cost of
medi cal/hospitalization coverage. TheCity fully paysfor thebenefit. Thelnternal Service
Hospitalization Fund (Fund) accounts for several items, but medical insurance is the
predominant charge to the Fund. From 1997 through 2000, total Fund expenditures
increased from $517,000 to $977,000 or roughly 89%. As part of the next collective
bargaining unit process, the City and union should agree to modest employee cost
participation. For example, the employees should pay a certain percentage of the Fund’s
expenses. Based upon $1 million of expenses, a 5% employee participation rate would
total $50,000.

° The City Recreation area should provide only basic maintenance of the current
facilities. The Recreation Department area should provide only basic maintenance and
recreation programs should be self sufficient for the foreseeable future. The City should
only allocate income tax proceeds totaling $45,000 each year to this Fund versus the
$251,000 allocated in 2000 and the $198,000 allocated in 2001.

Revenue Enhancements

° The City should aggressively pursue collection of delinquent income taxes. City
income tax delinquencies have increased from $448,000 in 1998 to $565,000 as of
September 2001. Aggressive collection efforts could generate a one-time cash benefit of
approximately $150,000 in 2002 and additional annual receipts approximating $25,000.
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The City and City Council should implement a 7% water rate increase effective
immediately and adopt an ordinance/resolution which ties that rate to an annual
inflationary adjustment without further action by either City Council or City
administrators. The City and City Council should also implement a 3% sewer rate
increase and tiethat rateto inflation aswell. The City’s water rate has not increased
proportionately to cost of purchasing water from the City of Niles and Village of
McDonald nor have sewer ratesincreased with inflation. The City should use aportion of
these increases to establish a“ capital reserve’ balance for future water and sewer capital
needs.

The City should utilize Gas Tax and Motor Vehicle License Tax receiptsto service
debt related to the State Route 422 project. These project costs could be funded with
restricted but existing City funds. Servicing the $174,800 annual note from these funds
would allow certain income tax collections to be reallocated to the General Fund.

The City should sell any excess vehicles, equipment, or property. The City currently
has a cruiser take-home policy within the Police Department. Although the program
certainly has positive merits, the City’s current financial condition cannot support the
program without additional revenue sources. Without these additional resources, the City
should sell variousvehicleswithinthe Police Department. The City could recognizeaone-
time positive cash benefit of $100,000 from this sale.

Given the current staffing levels within the Street Department, one 2 3/4 ton dump truck
should be sold.

The City should sell the City property at 130 North State Street and Lot Nos. 12 and 13 of
therecently constructed Municipal parking lot. Based on estimated market valuesthe City
may recognize a one-time cash benefit approximating $125,000 from these sales.

Conclusion

If the City of Girard continuesits current management and spending practices, thefinancial condition
of the City will only worsen. Immediate action isrequired to gain control of the financial situation.
In that regard, the City should improve its financial management practices and develop sound
internal control processes. Most importantly, the City must closely scrutinize all financial related
decisions.
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If current revenue, spending, and borrowing trends continue, the General Fund’ sdeficitisforecasted
to approximate $8.3 million by fiscal year ended 2006. The Enterprise Water Revenue Fund is
forecasted into adeficit during 2002 and that deficit isforecasted toincreaseto $1.8 million by fiscal
year ended 2006. The Enterprise Sewer Rental Fund isforecasted into adeficit during 2002 and that
deficit is forecasted to increase to approximately $98,000 by fiscal year ended 2006. The Capital
Projects Capital Improvement Building Fund’ sdeficit isforecasted to increase from approximately
$428,000 at January 1, 2002, to approximately $1.3 million by the fiscal year ended 2006. Finally,
the Capital Projects Capital Improvement Street Utilities Fund is forecasted into a deficit during
2002 and that deficit is forecasted to increase to $468,000 by fiscal year ended 2006.

The following charts depict the estimated General Fund; Special Revenue Recreation Fund;
Enterprise Water Revenue; Enterprise Sewer Rental Fund; Capital Projects Capital Improvement
Building Fund; and Capital Projects Capital Improvement Street Utilities Fund balances (deficits)
for the fiscal years 2002 through 2006, under two scenarios. Scenario A - if the City continues
current operations; and Scenario B - if the City implements the recommendations set forth within
this report.
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Forecasted Fund Balance (Deficit)
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Financial Forecast

Background

This section of the report summarizes the complex task of restoring financial stability to the City by
the year 2006.

This section summarizes the present condition of the City through the preparation of a 5-year
forecast. Scenario A assumesthe City continuesto operate under the existing conditions (i.e. before
the fiscal emergency declaration) without any new revenues or substantive changes in spending
patterns. Scenario B assumes the City will implement the recommendations provided throughout
this report.

Scenario A includes a list of certain assumptions and a 5-year forecast based upon those
assumptions. Meanwhile, Scenario B includesthe Financial Implicationsidentified throughout the
performance audit and a 5-year forecast based upon those financial impact items.

There are also several financial implications within the report which effect City Funds for which a
5-year forecast is not compl eted.

Six City Fundswere selected to forecast. Those Fundswere selected based upon either acurrent or
anticipated future fund deficit; the Fund previously defaulted on debt; or the Fund was significantly
impacted by the results of the performance audit. Those six Funds include:

° General Fund - this is the general operating fund of the City. At the time of the fiscal
emergency declaration, the General Fund had a $1.1 millon deficit. That deficit increased
to $1.35 million by November 30, 2001, and will approximate $1.5 million by December 31,
2001. Other select Funds were reviewed and in certain instances the fund deficits or a
portion of the fund cash balance was adjusted to the General Fund. The General Fund is
ultimately responsiblefor any and al liabilities of the City and receives the largest share of
the City’ sincome tax allocation.

° Special RevenueRecr eation Fund - thisfund accountsfor the City’ srecreational activities.
At December 31, 2000 the Special Revenue Recreation Fund had a $26,000 deficit. That
deficit was eliminated during 2001, and the fund balance should approximate $27,000 by
December 31, 2001. The Fund previously received a substantial allocation of the City's
income tax receipts. For 2001, the allocation was 6.5%.
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° Enterprise Water Revenue Fund - thisfund is used to account for the general operations
of the Water Department. This Fund was forecasted because the City defaulted on certain
OWDA debt.

° Enterprise Sewer Rental Fund - thisfund is used to account for the general operations of
the Sewer Department. This Fund was forecasted because the City defaulted on certain
OWDA debt.

° Capital Projects Capital Improvement Building Fund - this fund is used primarily to
account for the construction of the City's Justice Center and renovation work to the
administrativebuilding. At December 31, 2000 the fund had a$124,600 deficit. That deficit
increased to $431,500 by November 30, 2001, and should approximate $427,000 by
December 31, 2001. The Fund previously received a substantial allocation of the City's
income tax receipts. For 2001, the allocation was 5.5%.

° Capital Projects Capital Improvement Street Utilities Fund - thisfund isused primarily
to account for the State Route 422 project. The Fund previously received a substantial
allocation of the City’sincome tax receipts. For 2001, the allocation was 5%.

The Technical Notes below detail the assumptions used to develop both Scenarios A and B. Some
financia impactsareal so presented cumul atively to facilitateacompari son between Scenarios A and
B.

In order to forecast January 1, 2002 beginning fund cash balances (deficits), the actual fund cash
balances (deficits) and receipts and expenditures through November 30, 2001 from the City's

internal accounting system were used. The month of December 2001 activity was forecasted based
on 2001 financial activity, historical trends, and any additional known circumstances.

Technical Notes

Every effort hasbeen madeto devel op scenariosthat are both reasonableand conservativeand utilize
assumptions that are both logical and prudent.

Scenario A Assumptions - City continues current operations

The City does not change its spending patterns. It services debt payments and realizes modest
inflationary increase to receipts and expenditures.
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Scenario B Assumptions - City implements recommended changes

Except for the financial impact itemsidentified throughout the performance audit, the assumptions
for Scenario B match Scenario A. Specific key Scenario B assumptions include:

Implementation costs relative to employee reductions were estimated at $350 per employee
for 26 weeks for unemployment benefits and $4,500 for 6 months of insurance coverage for
each employee.

The State Route 422 Note requires both principal and interest payments. The City and the
lender believe arrangements were made for the monthly payments to include only interest
payments through 2002. To date, neither party provided documentation to support this
understanding. Thehigher amount, whichincludesprincipal andinterest, wasutilizedinthis
Scenario.

Gross Income Tax receipts considered a $50,000 annual receipt reduction (R4.11). The
$50,000 receipt reduction is due to the City of Warren’ sincometax rate increase to 2% and
Girard's 100% credit for income taxes paid to other cities. (This was present for both
Scenario A and B). City management could not readily identify the financial impact of this
change. The 2002 gross income tax receipts also considered a one-time $150,000 positive
financial impact related to recovering certain delinquent income tax balances (R4.7). The
2002 through 2006 income tax also includes $25,000. The $25,000 anticipates the City will
effectively manage the delinquent income tax balance (R4.8).

Income Tax costsfor 2002 consider a$139,600 payment for atax refund whichisillustrated
infinding F4.9. Scenario B operating costs are assumed to be $175,000 for the Income Tax
Department.

Table 2-1 illustrates the net income tax receipts allocation among the Funds based on
recommendation R4.4 and compares that allocation to Scenario A. The difference indicates the
financial impact which isreflected on the Financial Impacts Tables. The General Fund allocation
alsoincludesany coststhat would have been all ocated to the Income Tax Fund (850). Thisoccurred
due to the Income Tax Fund being included in the General Fund for general purpose financial
statement reporting purposes.
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Table 2-1: Income Tax Receipt Allocation (Rounded to the near est $100)
Income Tax Capital Capital
Gross Department Net Improvement Improvement
Receipts Cost Receipts General Recreation Building Street Utilities

2002

Scenario A $3,213,000 $339,600 $2,873,400 $2,724,500 $186,800 $158,000 $143,700
% Allocated 83% 6.5% 5.5% 5.0%
Scenario B 3,388,000 314,600 3,073,400 3,122,200 46,100 219,700 0
% Allocated 91.35% 1.5% 7.15% 0%
Difference $397,700 ($140,700) $61,700 ($143,700)
2003

Scenario A $3,277,300 $200,000  $3,077,300 $2,754,200 $200,000 $169,300 $153,800
% Allocated 83% 6.5% 5.5% 5.0%
Scenario B 3,302,300 175,000 3,127,300 3,031,800 46,900 223,600 0
% Allocated 91.35% 1.5% 7.15% 0%
Difference $277,600 ($153,100) &O ($153,800)
2004

Scenario A $3,342,800 $200,000 $3,142,800 $2,808,500 $204,300 $172,900 $157,100
% Allocated 83% 6.5% 5.5% 5.0%
Scenario B 3,367,800 175,000 3,192,800 3,021,400 47,900 228,300 70,200
% Allocated 89.15% 1.5% 7.15% 2.2%
Difference $212,900 ($156,400) $55,400 $86,900
2005

Scenario A $3,409,700 $200,000  $3,209,700 $2,864,100 $208,600 $176,500 $160,500
% Allocated 83% 6.5% 5.5% 5.0%
Scenario B 3,434,700 175,000 3,259,700 2,984,900 48,900 233,100 167,800
% Allocated 86.2% 1.5% 7.15% 5.15%
Difference $120,800 ($159,700) $56,600 M
2006

Scenario A $3,477,900 $200,000  $3,277,900 $2,920,700 $213,100 $180,300 $163,800
% Allocated 83% 6.5% 5.5% 5.0%
Scenario B 3,502,900 175,000 3,327,900 3,043,600 49,900 237,900 171,500
% Allocated 86.2% 1.5% 7.15% 5.15%
Difference $122,900 ($163,200) $57,600 $7,700
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Scenario A Assumptions.

General Fund
The General Fund alsoincludesthe Agency Income Tax Fund and the Unclaimed Funds Fund. This
treatment is consistent with the general purpose financial statement presentation.

Cash Receipts

Income Tax:

The December 31, 2001 income tax receipts were forecasted using the November 30, 2001 Income
Tax Fund receipts and historical data for estimating December receipts. The month of December
was estimated separately based on historical trends which indicate low income tax receiptsfor that
period. Based on historical data, Income Tax Department operating costs of $200,000 were deducted
and the remaining income tax recei pts were allocated in accordance with City Ordinance 7169-01.

To estimate the 2002 through 2006 incometax receipts, we utilized the forecasted 2001 total income
tax receipts amount and decreased it by $50,000. This decreaseisdueto theincreasein the City of
Warren’sincometax rate. We then deducted $200,000 for Departmental operating costs (based on
historical data) and allocated the remaining income tax receipts based on City Ordinance 7169-01.
We assumed the City would not changethe current allocation. We also assumed that after theinitial
$50,000 decrease, receipts would increase by 2% annually.

In fiscal year 2002, there is a loss contingency of $139,600 related to the refund of previous tax
payments provided by certain manufacturers. We assumed the loss will be paid as an expenditure
prior to the allocation of the receipts, and will be made from the Other Useslineitem. See Table
2-1 for the calculation of income tax receipt allocation.

Taxes, Intergovernmental; Fees, Fines, and Permits; Miscellaneous:
No forecasted increases.

Rei mbur sement:

Infiscal year 2001, the City received a1999 refund rel ated to the Bureau of Worker’ s Compensation
and a loan payment reimbursement from the Municipal Court in the amounts of $156,800 and
$55,800, respectively. We assumed those were non recurring itemsand would not bereceived again
in 2002 or beyond.
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Cash Dishursements

Salaries, Wages, and Benefits:
Expected to increase by 3.25% and 3.5% in 2002 and 2003, respectively. We also assumed 3.25%
salary adjustments will be provided, each year, during 2004 through 2006.

Supplies and Materials; Sreet Lighting; Contractual Services.
A 3% annual inflationary increase.

Capital Outlay:
No change, City maintains current spending pattern.

Other Uses:
Expect one time expenditure of $139,600 related to income tax refundsin 2002. No other changes
are expected.
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Scenario A - City Continues Current Operations
General Fund (100)

2002 2003 2004 2005 2006

Beginning Fund Cash Balance (Deficit) ($1,513,600) ($2,736,400) ($3,960,300) ($5,299,300) ($6,749,700)
Cash Receipts:

Income Tax 2,724,500 2,754,200 2,808,500 2,864,100 2,920,700
Taxes 295,600 295,600 295,600 295,600 295,600
Intergovernmental 457,600 457,600 457,600 457,600 457,600
Fees, Fines, and Permits 475,400 475,400 475,400 475,400 475,400
Miscellaneous 116,800 116,800 116,800 116,800 116,800
Reimbursement 130,700 130,700 130,700 130,700 130,700
Total Cash Receipts 4,200,600 4,230,300 4,284,600 4,340,200 4,396,800
Cash Disbursements:

Sdlaries, Wages, and Benefits 4,588,900 4,739,600 4,888,700 5,034,800 5,184,200
Supplies and Materials 616,900 635,400 654,500 674,100 694,300
Street Lighting 33,200 34,200 35,200 36,300 37,400
Contractual Services 5,000 5,200 5,400 5,600 5,800
Capital Outlay 30,800 30,800 30,800 30,800 30,800
Other Uses 148,600 9,000 9,000 9,000 9,000
Total Cash Disbursements 5,423,400 5,454,200 5,623,600 5,790,600 5,961,500
Ending Fund Cash Balance (Deficit) ($2,736,400) ($3,960,300) ($5,299,300) ($6,749,700) ($8,314,400)
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Financial Impacts

Genera Fund
Reference Recommendations 2002 2003 2004 2005 2006
Cash Disbursements:
R7.4 Reduce the number of insured police cruisers $500 $500 $500 $500 $500
R7.3 Reduce Police Department overtime 41,300 42,700 44,100 45,500 47,000
R8.3 Allocate certain Fire Department / EMS salaries to the Capital Projects
Capital Improvement Safety Miscellaneous Fund 100,000 100,000 100,000 100,000 100,000
R8.4 Allocate certain Fire Department / EM S salaries to the Capital Projects
Capital Improvement Safety Miscellaneous Fund 165,000 25,000 25,000 25,000 25,000
R10.1 Limited employee salary adjustments 121,100 179,100 227,300 276,400 286,400
R10.3 Reduce emergency call-out pay 0 0 6,300 6,300 6,300
R10.4 Eliminate on-call provision 0 0 2,400 2,400 2,400
R10.5 Reduce court-time pay 0 0 3,000 3,000 3,000
R10.7 Eliminate proficiency allowances 0 0 12,900 12,900 12,900
R10.8 Eliminate paramedic incentive 0 0 30,000 30,000 30,000
R10.11 Reduce uniform allowance 0 0 3,100 3,100 3,100
R10.12 Eliminate educational incentive and replace with tuition reimbursement 0 0 2,400 2,400 2,400
R10.13 Reduce personal and bereavement days 0 0 20,400 20,400 20,400
R10.14 Reduce OPBA and FOP maximum vacation leave 0 0 9,600 9,600 9,600
R10.15 Reduce AFSCME maximum vacation leave 0 0 2,400 2,400 2,400
R10.20 Employee participation in medical/hospitalization costs 0 0 47,500 47,500 47,500
R11.5 Pay Court Probation Division’s employees salaries and benefits directly
from the Special Revenue Municipal Probation Fund 113,600 117,600 121,400 125,300 129,400
R11.6 Pay MIS and portion of Clerk of Court’s salaries and benefits directly
from the Capital Projects Municipal Court Computer Fund 49,000 50,700 52,300 54,000 55,800
R11.7 Pay Magistrate’ s salary and benefits from the Capital Projects General
Specia Projects Fund 31,900 33,000 34,100 35,200 36,300
R11.8 Reduce Court staffing 99,900 103,400 106,800 110,300 113,900
R11.8 Reduce Court staffing 20,400 21,100 21,800 22,500 23,200
R12.1.2 Allocate certain City salaries to the Special Revenue Garbage Fund 35,000 35,000 35,000 35,000 35,000
R12.15 Allocate portion of Engineer and Assistant Engineer salaries and
benefits to the Special Revenue Street Construction Fund, Enterprise
Water Revenue Fund, and Enterprise Sewer Rental Fund 49,600 51,300 53,000 54,700 56,500
R12.7.1 Reduce van service 31,000 32,100 33,100 34,200 35,300
R12.8 Reduce crossing guard staff 5,400 7,100 7,300 7,500 7,700
R12.9 Reduce cellular phone usage 2,400 2,400 2,400 2,400 2,400
Total Cash Disbursements 866,100 801,000 1,004,100 1,068,500 1,094,400
Cash Receipts:
R4.4 Modify income tax allocation 397,700 277,600 212,900 120,800 122,900
R7.5 Sell certain police cruisers 100,000 0 0 0 0
R11.1 City of Hubbard pays certain Court operating costs 8,200 0 0 0 0
R11.2 Reimbursement from Trumbull County for Court hospitalization
costs (past) 46,000 0 0 0 0
R11.2 Reimbursement from Trumbull County for Court hospitalization
costs (forward) 6,100 6,100 6,100 6,100 6,100
R11.6 Remove MIS reimbursement from Court (30,000) (30,000) (30,000) (30,000) (30,000)
R12.1.1 Property Tax levy or equivalent income tax 0 720,000 720,000 720,000 720,000
R125.1 Reallocate Miscellaneous Receipts from Capital Projects Capital
Improvement Fund 68,000 68,000 68,000 78,000 78,000
R12.14 Tipping fees 87,000 87,000 87,000 87,000 87,000
Total Cash Receipts 683,000 1,128,700 1,064,000 981,900 984,000
Fund Cash Balance Adjustments:
R9.2 Adjust portion of the Special Revenue Street Construction
Fund cash balance 80,000 0 0 0 0
R9.3.2 Adjust portion of the Special Revenue Street Permissive Motor Vehicle
License Tax Fund cash balance 150,000 0 0 0 0
R12.5.1 Adjust Capital Projects Capital Improvement
Fund cash balance 20,000 0 0 0 0
R12.11 Adjust Special Revenue COPS Fund cash balance (deficit) (111,000) 0 0 0 0
R3.8 Adjust Capital Projects Capital Improvement Building
Fund cash balance (deficit) (427,700) 0 0 0 0
Net Fund Cash Balance Adjustments (288,700) 0 0 0 0
Net Financial Impact to the General Fund $1,260,400 $1,929,700 $2,068,100 $2,050,400 $2,078,400
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Scenario B - City Implements Recommended Changes

Genera Fund (100)

2002 2003 2004 2005 2006
Beginning Fund Cash Balance (Deficit) ($1,513,600) ($1,476,000) ($770,200) ($41,100) $558,900
Cash Receipts:
Income Tax 3,122,200 3,031,800 3,021,400 2,984,900 3,043,600
Taxes 295,600 1,015,600 1,015,600 1,015,600 1,015,600
Intergovernmental 457,600 457,600 457,600 457,600 457,600
Fees, Fines, and Permits 570,600 562,400 562,400 562,400 562,400
Miscellaneous 284,800 184,800 184,800 194,800 194,800
Reimbursement 152,800 106,800 106,800 106,800 106,800
Total Cash Receipts 4,883,600 5,359,000 5,348,600 5,322,100 5,380,800
Cash Disbursements:
Salaries, Wages, and Benefits 3,725,700 3,941,500 3,887,500 3,969,200 4,092,700
Supplies and Materials 614,000 632,500 651,600 671,200 691,400
Street Lighting 33,200 34,200 35,200 36,300 37,400
Contractual Services 5,000 5,200 5,400 5,600 5,800
Capital Outlay 30,800 30,800 30,800 30,800 30,800
Other Uses 148,600 9,000 9,000 9,000 9,000
Total Cash Disbursements 4,557,300 4,653,200 4,619,500 4,722,100 4,867,100
Net Fund Cash Balance Adjustments: (288,700) 0 0 0 0
Ending Fund Cash Balance (Deficit) ($1,476,000) ($770,200) ($41,100) $558,900 $1,072,600
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Scenario A Assumptions.
Special Revenue Recreation Fund
Cash Receipts

Income Tax:
See General Fund Income Tax receipts.

Fees, Fines, and Permits:
City management believes there will be a $3,200 decrease in gym and pavilion fees from 2001.

Miscellaneous:
No forecasted increases are expected.

Cash Dishursements

Salaries, Wages, and Benefits:

Currently consists of both aunionized and non-unionized employee. Unionized employee expected
to increase by 3.25% and 3.5% in 2002 and 2003, respectively. We also assumed 3.25% salary
adjustments will be provided, each year, during 2004 through 2006. Non-unionized employee
expected to increase by 3.25% annually.

Supplies and Materials:
A 3% annual inflationary increase.

Capital Outlay:
No change, City maintains current spending pattern.
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Scenario A - City Continues Current Operations
Special Revenue Recreation Fund (214)

2002 2003 2004 2005 2006

Beginning Fund Cash Balance $27,300 $47,900 $76,100 $103,100 $128,800
Cash Receipts:

Income Tax 186,800 200,000 204,300 208,600 213,100
Fees, Fines, and Permits 4,000 4,000 4,000 4,000 4,000
Miscellaneous 1,000 1,000 1,000 1,000 1,000
Total Cash Receipts 191,800 205,000 209,300 213,600 218,100
Cash Disbursements:

Sdlaries, Wages, and Benefits 104,700 108,300 111,800 115,300 119,100
Supplies and Materials 65,600 67,600 69,600 71,700 73,900
Capital Outlay 900 900 900 900 900
Total Cash Disbursements 171,200 176,800 182,300 187,900 193,900
Ending Fund Cash Balance $47,900 $76,100 $103,100 $128,800 $153,000
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Financial Impacts
Special Revenue Recreation Fund

Reference Recommendations 2002 2003 2004 2005 2006

Cash Disbursements:

R12.2and 10.1 Reduce recreational services $72,900 $75,400 $77,900 $80,400 $83,100

R10.1 Limited employee salary adjustments 1,000 1,500 1,900 2,300 2,400

R12.2 Limit Recreation Department Supplies and Materials expenditures 46,600 48,000 49,400 50,900 52,500
Total Cash Disbursements 120,500 124,900 129,200 133,600 138,000
Cash Receipts:

R4.4and R12.2 Modify income tax allocation (140,700) (153,100) (156,400) (159,700) (163,200)
Net Financial Impact to the Special Revenue Recreation Fund ($20,200) ($28,200) ($27,200) ($26,100) ($25,200)
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Scenario B - City Implements Recommended Changes
Special Revenue Recreation Fund (214)

2002 2003 2004 2005 2006
Beginning Fund Cash Balance $27,300 $27,700 $27,700 $27,500 $27,100
Cash Receipts:
Income Tax 46,100 46,900 47,900 48,900 49,900
Fees, Fines, and Permits 4,000 4,000 4,000 4,000 4,000
Miscellaneous 1,000 1,000 1,000 1,000 1,000
Total Cash Receipts 51,100 51,900 52,900 53,900 54,900
Cash Disbursements:
Salaries, Wages, and Benefits 30,800 31,400 32,000 32,600 33,600
Supplies and Materials 19,000 19,600 20,200 20,800 21,400
Capital Outlay 900 900 900 900 900
Total Cash Disbursements 50,700 51,900 53,100 54,300 55,900
Ending Fund Cash Balance $27,700 $27,700 $27,500 $27,100 $26,100
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Scenario A Assumptions.
Enterprise Water Revenue Fund
Cash Receipts

Chargesfor Services:
No forecasted increases expected.

Cash Dishursements

Salaries, Wages, and Benefits:
Expected to increase by 3.25% and 3.5% in 2002 and 2003, respectively. We also assumed 3.25%
salary adjustments will be provided, each year, during 2004 through 2006.

Supplies and Materials, Other Uses:
A 3% annual inflationary increase.

Contractual Services;
A 5% annual increase.

Capital Outlay:
Expect the Capital Lease payment will be made from the Debt Service lineitem, then a 3% annual
inflationary increase.

Debt Service:
Assumesthe $234,900 defaulted OWDA loan paymentswill bepaidin 2002. Assumesthe City will
not default on any remaining payments.

Assumesthe Capital Lease paymentsare serviced through thisfunction. Onelease payment expires
during 2002 and the other lease payment expires during 2004.
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Scenario A - City Continues Current Operations

Enterprise Water Revenue Fund (601)

2002 2003 2004 2005 2006
Beginning Fund Cash Balance (Deficit) $277,200 ($179,600) ($472,900) ($848,500) ($1,271,000)
Cash Receipts:
Charges for Services 2,100,000 2,100,000 2,100,000 2,100,000 2,100,000
Cash Disbursements:
Salaries, Wages, and Benefits 629,800 652,300 672,600 693,400 714,600
Supplies and Materials 233,900 240,900 248,100 255,500 263,200
Contractual Services 920,300 966,300 1,014,600 1,065,300 1,118,600
Capital Outlay 203,000 209,100 215,400 221,900 228,600
Debt Service 562,700 317,400 317,400 278,700 278,700
Other Uses 7,100 7,300 7,500 7,700 7,900
Total Cash Disbursements 2,556,800 2,393,300 2,475,600 2,522,500 2,611,600
Ending Fund Cash Balance (Deficit) ($179,600) ($472,900) ($848,500) ($1,271,000) ($1,782,600)
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Financial Impacts
Enterprise Water Revenue Fund

Reference Recommendations 2002 2003 2004 2005 2006

Cash Disbursements:

R5.4 Modify meter reading/billing methodol ogy $6,000 $6,000 $6,000 $6,000 $6,000
R3.6 Finance defaulted portion of OWDA debt 234,900 0 0 0 0
R3.6 Refinance defaulted portion of OWDA debt (23,100 (23,100 (23,100) (23,100 (23,100)
R5.1 City initiated staff reduction 71,200 105,700 109,100 112,600 116,300
R10.1 Limited employee salary adjustments 17,900 25,700 32,300 39,100 40,500
R10.9 Eliminate non-uniform employee incentives 0 0 3,100 3,100 3,100
R10.13 Reduce persona and bereavement days 0 0 3,000 3,000 3,000
R10.15 Reduce AFSCME maximum vacation leave 0 0 1,800 1,800 1,800
R12.15 Allocate portion of Engineer and Assistant Engineer salaries and benefits to the
Enterprise Water Revenue Fund (16,000) (16,300) (16,600) (16,900) (17,400)
Total Cash Disbursements 290,900 98,000 115,600 125,600 130,200
Cash Receipts:
R5.3 Water rateincrease: 7% for 2002 and annual inflationary increases
thereafter (3%) 140,000 207,200 276,400 347,700 421,100
Net Financial Impact to the Enterprise Water Revenue Fund $430,900 $305,200 $392,000 $473,300 $551,300
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Scenario B - City Implements Recommended Changes
Enterprise Water Revenue Fund (601)

2002 2003 2004 2005 2006
Beginning Fund Cash Balance $277,200 $251,300 $263,200 $279,600 $330,400
Cash Receipts:
Charges for Services 2,240,000 2,307,200 2,376,400 2,447,700 2,521,100
Cash Disbur sements:
Salaries, Wages, and Benefits 550,700 531,200 533,900 544,700 561,300
Supplies and Materials 233,900 240,900 248,100 255,500 263,200
Contractual Services 920,300 966,300 1,014,600 1,065,300 1,118,600
Capital Outlay 203,000 209,100 215,400 221,900 228,600
Debt Service 350,900 340,500 340,500 301,800 301,800
Other Uses 7,100 7,300 7,500 7,700 7,900
Total Cash Disbursements 2,265,900 2,295,300 2,360,000 2,396,900 2,481,400
Ending Fund Cash Balance $251,300 $263,200 $279,600 $330,400 $370,100
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Scenario A Assumptions.
Enterprise Sewer Rental Fund
Cash Receipts

Charges for Services; Miscellaneous; Reimbursement:
No forecasted increases expected.

Cash Dishursements

Salaries, Wages, and Benefits:
Expected to increase by 3.25% and 3.5% in 2002 and 2003, respectively. We also assumed 3.25%
salary adjustments will be provided, each year, during 2004 through 2006.

Supplies and Materials, Other Uses:
A 3% annual inflationary increase.

Debt Service:
Assumesthe $450,300 defaulted OWDA |oan paymentswill be paidin 2002. Assumesthe City will
not default on any remaining payments.

Financial Forecast 2-18



City of Girard

Performance Audit

Scenario A - City Continues Current Operations

Enterprise Sewer Rental Fund (620)

2002 2003 2004 2005 2006
Beginning Fund Cash Balance (Deficit) $312,900 ($53,400) ($7,700) $600 ($29,400)
Cash Receipts:
Charges for Services 1,500,500 1,500,500 1,500,500 1,500,500 1,500,500
Miscellaneous 60,400 60,400 60,400 60,400 60,400
Reimbursement 7,000 7,000 7,000 7,000 7,000
Total Cash Receipts 1,567,900 1,567,900 1,567,900 1,567,900 1,567,900
Cash Disbursements:
Salaries, Wages, and Benefits 587,300 612,300 635,900 660,000 684,400
Supplies and Materials 378,300 389,600 401,300 413,300 425,700
Debt Service 900,600 450,300 450,300 450,300 450,300
Other Uses 68,000 70,000 72,100 74,300 76,500
Total Cash Disbursements 1,934,200 1,522,200 1,559,600 1,597,900 1,636,900
Ending Fund Cash Balance (Deficit) ($53,400) ($7,700) $600 ($29,400) ($98,400)
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Financial Impacts
Enterprise Sewer Rental Fund

Reference Recommendations 2002 2003 2004 2005 2006
Cash Disbursements:
R3.1 Move rodder truck capital |ease payment from the Capital Projects Capital
Improvement Street Utilities Fund ($45,500) ($45,500) $0 $0 $0
R3.6 Finance defaulted portion of OWDA debt 450,300 0 0 0 0
R3.6 Refinance defaulted portion of OWDA debt (44,300) (44,300) (44,300 (44,300) (44,300)
R6.6 Adjust payment to Enterprise Sewer Rental Equipment
Replacement Fund (payment made from Supplies and Materials) 6,500 6,500 6,500 6,500 6,500
F6.2 Increase Department employees for Ohio EPA consent order (138,000) (138,000) (138,000) (138,000) (138,000)
R6.10 Increase Capital Outlay for Ohio EPA consent order (140,000) 0 0 0 0
R10.1 Limited employee salary adjustments 18,500 29,300 38,500 47,900 49,800
R10.9 Eliminate non-uniform employee incentives 0 0 4,600 4,600 4,600
R10.13 Reduce personal and bereavement days 0 0 3,200 3,200 3,200
R10.15 Reduce AFSCME maximum vacation leave 0 0 2,400 2,400 2,400
R12.15 Allocate portion of Engineer and Assistant Engineer salaries and benefits to the
Enterprise Sewer Rental Fund (16,000) (16,300) (16,600) (16,900) (17,400)
Total Cash Disbursements 91,500 (208,300) (143,700) (134,600) (133,200)
Cash Receipts:
R6.2 One-time catch-up with Trumbull County (2001) 41,000 0 0 0 0
R6.2 Rate adjustment for Trumbull County Sewer (forward) 41,000 41,000 41,000 41,000 41,000
R6.3 One-time cash proceeds from Trumbull County for 2000 60,000 0 0 0 0
R6.1 Sewer rate increase: 3% in 2002 and annual inflationary increases
thereafter (3%) 46,300 93,900 143,000 193,500 245,500
Total Cash Receipts 188,300 134,900 184,000 234,500 286,500
Fund Cash Balance Adjustment:
R6.6 Adjust Enterprise Sewer Rental Equipment
Replacement Fund cash balance 21,700 0 0 0 0
Net Financial Impact to the Enterprise Sewer Rental Fund $301,500 ($73,400) $40,300 $99,900 $153,300
Financial Forecast 2-20



City of Girard

Performance Audit

Scenario B - City Implements Recommended Changes
Enterprise Sewer Rental Fund (620)

2002 2003 2004 2005 2006
Beginning Fund Cash Balance $312,900 $248,100 $220,400 $269,000 $338,900
Cash Receipts:
Charges for Services 1,688,800 1,635,400 1,684,500 1,735,000 1,787,000
Miscellaneous 60,400 60,400 60,400 60,400 60,400
Reimbursement 7,000 7,000 7,000 7,000 7,000
Total Cash Receipts 1,756,200 1,702,800 1,751,900 1,802,400 1,854,400
Cash Disbursements:
Salaries, Wages, and Benefits 722,800 737,300 741,800 756,800 779,800
Supplies and Materials 371,800 383,100 394,800 406,800 419,200
Capital Outlay 140,000 0 0 0 0
Debt Service 540,100 540,100 494,600 494,600 494,600
Other Uses 68,000 70,000 72,100 74,300 76,500
Total Cash Disbursements 1,842,700 1,730,500 1,703,300 1,732,500 1,770,100
Fund Cash Balance Adjustment: 21,700 0 0 0 0
Ending Fund Cash Balance $248,100 $220,400 $269,000 $338,900 $423,200
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Scenario A Assumptions.
Capital Projects Capital |mprovement Building Fund
Cash Receipts

Income Tax:
See General Fund Income Tax receipts.

Cash Dishursements

Supplies and Materials:
Assumes contractors will be paid $40,000 during 2002, and al contractors are paid by 2003.

Debt Service:
Assumes debt rel ated paymentsare serviced through thisfunction. Assumesthe City, without Court
participation, services the annual $337,400 Justice Center debt payment.
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Scenario A - City Continues Current Operations

Capital Projects Capital Improvement
Building Fund (930)

2002 2003 2004 2005 2006

Beginning Fund Cash Balance (Deficit) ($427,700) ($647,100) ($815,200) ($979,700) ($1,140,600)
Cash Receipts:

Income Tax 158,000 169,300 172,900 176,500 180,300
Cash Disbursements:

Supplies and Materials 40,000 0 0 0 0
Debt Service 337,400 337,400 337,400 337,400 337,400
Total Cash Disbur sements 377,400 337,400 337,400 337,400 337,400
Ending Fund Cash Balance (Deficit) ($647,100) ($815,200) ($979,700) ($1,140,600) ($1,297,700)

2-23

Financial Forecast



City of Girard Performance Audit

Financial Impacts
Capital Projects Capital Improvement Building Fund

Reference Recommendations 2002 2003 2004 2005 2006

Cash Disbursements:

R3.5 Interest rate adjustment for the Justice Center debt $17,200 $17,200 $17,200 $17,200 $17,200
Cash Receipts:

R11.4 Court reinstates Justice Center debt participation 106,000 106,000 106,000 106,000 106,000

R12.4 Sell portion of parking lot 40,000 0 0 0 0

R4.4 Modify income tax allocation 61,700 54,300 55,400 56,600 57,600
Total Cash Receipts 207,700 160,300 161,400 162,600 163,600

Fund Balance Adjustment:

R3.8 Adjust fund cash (deficit) to the General Fund 427,700 0 0 0 0

Net Financial Impact to the Capital Projects Capital |mprovement
Building Fund $652,600 $177,500 $178,600 $179,800 $180,800
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Scenario B - City Implements Recommended Changes
Capital Projects Capital Improvement

Building Fund (930)

2002 2003 2004 2005 2006
Beginning Fund Cash Balance (Deficit) ($427,700) $5,500 $14,900 $29,000 $47,900
Cash Receipts:
Income Tax 219,700 223,600 228,300 233,100 237,900
Miscellaneous 40,000 0 0 0 0
Reimbursement 106,000 106,000 106,000 106,000 106,000
Total Cash Receipts 365,700 329,600 334,300 339,100 343,900
Cash Disbursements:
Supplies and Materials 40,000 0 0 0 0
Debt Service 320,200 320,200 320,200 320,200 320,200
Total Cash Disbursements 360,200 320,200 320,200 320,200 320,200
Fund Cash Balance Adjustment: 427,700 0 0 0 0
Ending Fund Cash Balance $5,500 $14,900 $29,000 $47,900 $71,600
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Scenario A Assumptions.
Capital Projects Capital Improvement Street Utilities Fund
Cash Receipts

Income Tax:
See General Fund Income Tax receipts.

Cash Dishursements

Supplies and Materials:
No forecasted expenditures.

Debt Service:

Assumesthe City will pay the outstanding $650,000 Ohi o Edison invoi cesduring 2002. Anticipates
theannual $189,600 debt payment for the State Route 422 street project will occur. Also anticipates
the $45,500 sewer rodder truck payment is serviced through this function.
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Scenario A - City Continues Current Operations
Capital Projects Capital Improvement
Street Utilities Fund (940)

2002 2003 2004 2005 2006
Beginning Fund Cash Balance (Deficit) $442,400 ($299,000) ($380,300) ($412,800) ($441,900)
Cash Receipts:
Income Tax 143,700 153,800 157,100 160,500 163,800
Cash Disbursements:
Debt Service 885,100 235,100 189,600 189,600 189,600
Ending Fund Cash Balance (Deficit) ($299,000) ($380,300) ($412,800) ($441,900) ($467,700)
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Financial Impacts
Capital Projects Capital Improvement Street Utilities Fund

Reference Recommendations 2002 2003 2004 2005 2006

Cash Disbursements:

R3.1 Move rodder truck debt service payment to the Enterprise Sewer Rental Fund $45,500 $45,500 $0 $0 $0
R35 Interest Rate adjustment for the State Route 422 project debt 14,800 14,800 14,800 14,800 14,800
R3.3 and R9.3.1 Move a portion of the State Route 422 debt payment to the Special Revenue
Street Permissive Motor Vehicle License Tax Fund 100,000 100,000 100,000 100,000 100,000
R3.3and R9.1 Move aportion of the State Route 422 debt payment to the Special Revenue
Street Construction Fund 74,800 74,800 74,800 74,800 74,800
R3.4 Finance the Ohio Edison liability 650,000 0 0 0 0
R34 Increase debt service due to Ohio Edison Financing (154,500) (154,500) (154,500) (154,500) (154,500)
Total Cash Disbursements 730,600 80,600 35,100 35,100 35,100
Cash Receipts:
R4.4 Modify income tax allocation (143,700) (153,800) (86,900) 7,300 7,700

Net Financial Impact to the Capital Projects Capital | mprovement
Street Utilities Fund $586,900 ($73,200) ($51,800) $42,400 $42,800
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Scenario B - City Implements Recommended Changes
Capital Projects Capital Improvement
Street Utilities Fund (940)

2002 2003 2004 2005 2006
Beginning Fund Cash Balance $442,400 $287,900 $133,400 $49,100 $62,400
Cash Receipts:
Income Tax 0 0 70,200 167,800 171,500
Cash Disbursements:
Debt Service 154,500 154,500 154,500 154,500 154,500
Ending Fund Cash Balance $287,900 $133,400 $49,100 $62,400 $79,400
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Debt

Background

The City has financed various projects, property acquisitions, equipment purchases, and other
obligations through the use of debt and other long-term obligation instruments. These
instruments/obligations include long-term notes from commercial lenders, loans from the Ohio
Water Development Authority (OWDA) and Ohio Public Works Commission (OPWC), pension
liabilities for fire and police, and various capital |ease agreements with private lenders.

At December 31, 2000, the City’ sdebt and long-term obligations, excluding compensated absences
obligations, totaled $12.04 million (See Contractual Assessments, Section 10 for a discussion of
compensated absences). Of this amount $7.15 million, or 59.4%, represented general obligations
of the City and $4.89 million, or 40.6%, related to the Enterprise Fund Type.

As a comparison, the City’'s debt and long-term obligations at December 31, 1995 were $6.36
million, or $5.68 million less.

Table 3-1 reflects the City’s debt and long-term obligations as of December 31 for the years

indicated. General government long-term obligations includes all Governmental Fund Types and
the General Long-Term Obligations Account Group.

Table 3-1: Debt and Long-Term Obligations as of December 31

(in millions)
1995 1996 1997 1998 1999 2000
General Government Long-
Term Obligations' $0.51 $0.66 $0.61 $0.80 $4.49 $7.15
Enterprise Fund Type 5.85 5.58 5.74 5.40 5.27 4.89
Total $6.36 $6.24 $6.35 $6.20 $9.76 $12.04

Source: City of Girard genera purpose financial statements
! General Government Long-Term Obligationsfor theyears ended 1995 and 1996 include estimates of $.33 millionand
$.32 million, respectively, for Fire and Police Pension Liability

Asindicated, theincreasein debt and long-term obligations over thefive year period, December 31,
1995 to December 31, 2000 has been dramatic. The City-wide increase was $5.68 million, or 89%.
Theincreasewithinthe General Government portioniseven moredramatic with anincrease of $6.64
million, or 1,302%. Thisincrease hasoccurred at atimewhen the City’ sincometax receipts, which
represents the main funding source for the general obligation liabilities, has only cumulatively
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increased approximately $650,000, or 24%, during the same time period.

These amountsinclude an OWDA |oan of $2.51 million which was entered into during 1995 for the
purchase of the lakes property. If this lakes property loan is excluded, the principal amount
outstanding at December 31, 1995 decreases to $3.85 million, of which $3.34 million, or 86.8%,
related to Enterprise funds and only $.51 million, or 13.2%, related to General Government
obligations of the City.

Thesignificantincreaseinthe City’ soverall debt andlong-term obligationscan beattributed to three
specific debt agreements. These are:

° Justice Center Note (issued in 1999 and rolled over/increased in 2000) - $4.0 million
° State Route 422 Road Improvement Note (issued in 2000) - $2.25 million
° OWDA Lakes Purchase Loan (issued in 1995) - $2.51 million

Each of these obligations will be discussed further within this Debt Section.

L oan Defaults

On July 1, 2001, the City defaulted on two OWDA loans (Enterprise Sewer Rental Fund -
Wastewater/Sewer Plant Loan and Enterprise Water Revenue Fund - Lakes Purchase Loan). The
defaulted principal and interest paymentstotaled $342,600. The City also expectsto default on the
January 1, 2002 principal and interest paymentsfor the sameloans. Thiswasone of thetwo criteria
which placed the City in fiscal emergency under Ohio Revised Code Section 118.03(A)(1).

Debt and Long-Term Obligations Summary

Tables 3-2a and 3-2b reflect the City’s debt and other long-term obligations as of December 31,
2000, the original use of the funds, the sources used to repay the respective obligation, and the
annual principal and interest payments.
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Table 3-2a: General Government Long-Term Obligations
(rounded to the near est $100)

Annual
principal and
interest
Principal Year of Purpose of Debt/ | Fund making repayment | payment as of
Debt and term Outstanding Maturity Obligation and source 12/31/00
Capital Projects Capital
Justice Center Note Improvement Building
(19 year adjustable Constructingand | Fund - Income Tax and
rate - origina issue equipping Justice | City of Girard Municipal
2000 @ 5.41%) $3,989,900 2019 Center Court $337,400
Road | mprovement
Note (20 year Capital Projects Capital
adjustablerate - Improvement Street
original issue 2000 @ Improvementsto | Utilities Fund - Income
5.75%) 2,245,000 2020 State Route 422 Tax 189,600
Specid Revenue Street
OPWC Loan (20 year Construction Fund - Gas
- origina issue 10/99 Storm sewer Tax and Motor Vehicle
@ 0%) 159,000 2019 improvement License Tax 8,600
Liability for State | Special Revenue Fire
Fire Pension Fire Pension Pension Fund - Property
Obligation 21,700 2035 Fund Tax from inside millage 1,200
Liability for State | Special Revenue Police
Police Pension Police Pension Pension Fund - Property
Obligation 287,500 2035 Fund Tax from inside millage 16,000
Equipment and
Capital Leases vehicles for
(various leases, terms, 2001 to various
and rates) 405,500 2004 departments Various funds and sources 175,700
Note Payable (7 year Capital Projects Capital
- origina issue 1997 Myrtle Court Improvements Fund -
@ 5.34%) 37,100 2004 Property Cable Franchise Fee 11,200
Total General
Government Long -
Term Obligations $7,145,700 $739,700

Source: 2000 general purpose financial statements; Detailed Trial Balances; and Debt and Lease agreements
Note: The State Route 422 Road I mprovement Note states that monthly payments will include principal and interest.
The City and lender bank believe arrangements were made for the monthly paymentsto be interest only through 2002.
To date, neither party has produced any documentation contradicting the original note; therefore, the higher amount
which includes principal and interest, was utilized in this analysis.
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Table 3-2b: Enterprise Fund Type Long-Term Obligations
(rounded to the near est $100)

Annual
principal
Pur pose of and interest
Principal Year of Debt/ Fund making payment as
Debt and term Outstanding | Maturity Obligation repayment and source | of 12/31/00
Ohio Water Development Authority L oans
Water
Distribution (20 Enterprise Water
year - original issue Water Revenue Fund - Water
1998 @ 6.36%) $397,300 2017 distribution usage charge $39,600
Lakes Purchase Water source
(20 year - original for possible Enterprise Water
issue 1995 @ water Revenue Fund - Water
6.87%) 2,113,600 2015 production usage charge 234,900
Liberty Water
Tower (20 year - Enterprise Water
original issue 1997 Water tower Revenue Fund - Water
@ 6.36%) 41,700 2017 construction usage charge 4,200
Enterprise Sewer
Wastewater/Sewer Plant Rental Fund - Sewer
Plant (20 year - construction usage charge and
original issue 1988 and Trumbull County
@ 8.48%) 2,178,800 2007 maintenance alocation 450,200
Other Enterprise Fund Type Long-Term Obligations
Automated Enterprise Water
Capital Leases water meters Revenue Fund and
(various leases, 2002to | and computer Sewer Rental Fund -
terms, and rates) 156,900 2004 system Usage charges 49,100
Total Enterprise
Fund Type Long -
Term Obligations $4,888,300 $778,000

Sour ce: 2000 general purpose financia statements; Detailed Trial Balances,; and Debt and L ease agreements

Debt and Long-Term Obligations Funding

The City currently uses five receipt sources to fund the debt and long-term obligations of the City’s
general operations. The funding source, annual amount, related obligation and maturity dates are
shown as of December 31, 2000 in Table 3-3a.
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Table 3-3a: General Government Funding Sourcesfor General
Long-Term Obligations
(rounded to the near est $100)

Annual Maturity
Funding Source Amount Obligation Date
Municipa Income Tax $337,400 | Justice Center Note 2019
State Route 422 - Road
Municipal Income Tax 189,600 | Improvement Note 2020
Municipal Income Tax 66,600 | Capital Leases 2002 - 2003
Total Municipal Income Tax 593,600
Gas Tax and Motor Vehicle License Tax 8,600 | OPWC Loan 2019
Gas Tax and Motor Vehicle License Tax 46,200 | Capital Leases 2001 - 2002
Total Gas Tax and Motor
Vehicle License Tax 54,800
Property Tax - Inside Millage 17,200 | Fireand Police Pension 2035
EMS Charges 62,900 | Capital Leases 2002 - 2004
Cable Franchise Fee 11,200 | Note Payable 2004
Total $739,700

Note: Funding source was based on main receipt source for the fund which makes the payment

Asdisplayed in Table 3-3a, the City’ sincometax currently funds $593,600, or 80%, of the annual
long-term obligations of the general operations of the City. This represents 19.8% of the City's
annual income tax receipts, net of income tax department expenditures.

TheCity’ sremaining general long-term obligationsare serviced through Gas Tax and Motor Vehicle
License Tax, Property Taxes (.3 inside millage for Fire and Police Pension each), Emergency
Medical Services (EMS) generated receipts, and a cable franchise fee.

In July 2001 the Girard Municipal Court issued Judgement Journal 11 page 175, which instructed
the City Auditor to make payments of $9,300 per month directly from the Court General Special
Projects Fund to the lender relating to the Justice Center Note. This Judgement Journal entry
reduced the City’s direct portion of the required payment by $111,600 annually. This Judgement
Journal entry wasrescinded by the Court’ s Judgement Journal 11 page 282 dated December 3, 2001
(SeeMunicipal Court, Section 11 for further discussion of the Court’ s participation in the Justice
Center debt).
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The City currently uses two receipt sourcesto fund the debt and long-term obligations of the City’s
enterpriseoperations. Thefunding source, annual amount, rel ated obligation, and maturity datesare
shown as of December 31, 2000 in Table 3-3b.

Table 3-3b: Enterprise Fund Type Funding Sour ces for
Debt and Long-Term Obligations
(rounded to the near est $100)

Annual Maturity
Funding Source Amount Obligation Date

Charges for Services - Enterprise Water
Revenue Fund $39,600 | OWDA - Water Distribution | 2017
Charges for Services - Enterprise Water
Revenue Fund 234,900 | OWDA - Lakes Purchase 2015
Charges for Services - Enterprise Water
Revenue Fund 4,200 | OWDA - Water Tower 2017
Charges for Services - Enterprise Sewer OWDA - Wastewater/Sewer
Rental Fund 379,100 | Plant 2007
Charges for Services - Enterprise Water
Revenue and Enterprise Sewer Rental Funds 49,100 | Capital Leases 2002 - 2004

Total Chargesfor Services 706,900

OWDA - Wastewater/Sewer

Trumbull County 71,100 | Plant 2007
Total $778,000

Note: Funding source was based on main receipt source for the fund which makes the payment

The City services $706,900, or 91%, of its annual Enterprise debt/general obligations through user
charges. The remaining portion of debt ispaid (reimbursed) to the City by Trumbull County based
on an agreement which identified more Wastewater/Sewer plant capacity allocated to areas outside
of the City of Girard and within Trumbull County (See Sewer Department, Section 6 for a more
detailed discussion of the City of Girard/Trumbull County agreement).

Annual Payments

Table3-4 displaysthe City’ srequired debt and long-term obligation principal and interest payments
as of December 31, 2000 for each of the next five years and in subsequent five year increments.

Debt 3-6



City of Girard

Performance Audit

Table 3-4: Required Debt and Long-Term Obligation Principal and
Interest Payments
(rounded to the near est $1,000)

General Government
Long-Term
Year(s) Obligations Enterprise Fund Type Total
2001 $740,000 $778,000 $1,518,000
2002 704,000 778,000 1,482,000
2003 652,000 768,000 1,420,000
2004 602,000 768,000 1,370,000
2005 553,000 729,000 1,282,000
2006 - 2010 2,763,000 2,069,000 4,832,000
2011 - 2015 2,763,000 1,276,000 4,039,000
2016 - 2020 2,413,000 63,000 2,476,000
2021 - 2025 86,000 0 86,000
2026 - 2030 86,000 0 86,000
2031 - 2035 86,000 0 86,000
Total $11,448,000 $7,229,000 $18,677,000

Sour ce: 2000 general purpose financial statements; Debt and L ease agreements; amortization tables

The City's annual long-term obligations will not experience any significant changes until
approximately 2008. At that time, the OWDA loan related to the Enterprise Sewer Rental Fund
wastewater/sewer facility will be paid in-full and the annua principal and interest payments of
approximately $450,200 will nolonger berequired. The General Government long-term obligations
will not realize a significant change until 2019 and 2020 when the Justice Center Note and State
Route422 Road Improvement Notewith principal and interest paymentsof approximately $337,400
and $189,600, respectively, are paid off. This scenario assumes the City does not enter into
additional long-term obligations.

Debt/Financial Planning

Thefollowing discussionsfocuson three significant debt i ssuanceswhich have occurred since 1995.

Debt



City of Girard Performance Audit

Justice Center Note

In 1999, the City began constructing a Justice Center to house certain City operations and the Court
and to renovate a portion of the old administrative building. Given the significant changes to the
project’ s scope and last minute decisions relating to purchasing land for parking space (See Other
Matters, Section 12 for more discussion on the City’s parking lot), it appears the Justice Center
project was undertaken, without a comprehensive plan (for example, the physical requirements
including furnishings, cost, and financing).

Various discussions occurred among City management and decisionswere made; however, nothing
could be located which documents these discussions and subsequent decisions. For example, the
Court’ s participation in the project’ s funding and the original length of financing remain disputed.
Although City Council approved the contracts, the City Council’s Minutes record reflects little
substantive discussion of the project.

As aresult, the City originally financed $3.5 million and later rolled thisinto a $4 million note for
aproject which is estimated to have cost in excess of $5.3 million when completed and furnished.
The approximate $1.3 million in excess of the financed amount was paid through the use of debt
proceeds, Genera Fund money, and Court contributions to the project. The City’s $4 million
obligation for the Justice Center wasfinanced using a 19 year bond anticipation note with avariable
interest rate through a commercial lender.

Sate Route 422 Project

In 1999, the City began a project to improve State Route 422 (State Street). The originally planned
project encompassed three phases:

° Phase | - relocate utility lines; estimated cost of $2.25 million funded by the City

° Phase Il - physical widening of State Route 422; estimated cost of $7.2 million funded by
federal and state sources

° Phase Il - replace water, wastewater/sewer, and storm sewer lines under State Route 422;
estimated cost of $1 - $1.5 million funded by the City

Thefirst phase of the project included moving certain utility linesto allow for the widening of State
Route 422. As part of this process, the City decided to not only move the lines, but to also place
them underground. Thiswork was to be performed by Ohio Edison and paid for by the City.

As with the Justice Center, the City’ s long-term financing plans were to issue long-term bonds to
cover Phase | of thisproject. The City's original $2.25 million obligation for the State Route 422
Project was financed using a 20 year bond anticipation note with a variable interest rate through a
commercia lender.
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While somework remains on Phase |, the most significant portions have been completed and billed
to the City. However, the City previoudly utilized a portion of the $2.25 million received for this
project on various other projects/expenditures of the City. Asaresult, the City’ sremaining liability
to Ohio Edison is approximately $650,000, while approximately $446,000 remains in the fund
balance as of October 31, 2001 to pay these obligations. Additionally, the use of these debt proceeds
for other projects/expenditures appears to be in violation of the note itself.

Phase |l of the State Route 422 project is principally the physical widening of theroad. The current
estimated cost for thisphaseis$7.2 million which includes preliminary engineering, right-of-way
acquisitions and construction. The funding will be federal and state dollars and overall project
responsibility restswith the Ohio Department of Transportation. This phaseis expected to beginin
2002 and be completed in 2005.

The City has cancelled Phase 111 of the project dueto its current financial crisis. Asaresult, given
the sewer line and water line ages (See Water Department, Section 5 and Sewer Department,
Section 6 for further discussions on the age of these infrastructures), the City will likely perform
certain repairs soon after the project is completed and damage the newly improved road surface.

Aswith various other projects, the City’ slack of sound financial planning and monitoring will have
adirect short-term impact of cancelling Phaselll, but will also havelong-term impactson the City’s
overall infrastructure and costs to repair old lines remaining under new roads.

Lakes Purchase

In 1995, the City purchased two lakes and certain surrounding areas, for approximately $2.51
million, inanticipation of developingaCity water sourcefor producing potablewater for distribution
to the citizens of Girard and possibly surrounding communities. The City purchased the property
from Consumers Ohio Water Company with financing provided by the OWDA. Theplanto produce
and sell potable water has not materialized over the past six years, due mainly to the cost of such a
facility and cost to repair dams at the lakes property. City management asserts the lower dam has
been declared structurally unsound by the Ohio Department of Natural Resources (ODNR) and
approximately $10 million is needed to correct the issues.

A review of the City Council’s Minutes record over the past six years reflects little substantive
discussion about the lakes. Rather, City Council’s Minutes principally discuss fishing and whether
motorized boats should be permitted on the lakes versus discussing a planned approach to develop
the lakes into arevenue producer for the City. Asaresult, the City has paid, and continues to pay,
annual debt payments of $234,900 for assets which are producing no benefit. The cost of this non-
revenue producing asset is absorbed by the City’ sWater Department through current usage charges.
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Summary

These significant financial commitments were undertaken at a time when the City’s main source
(income tax receipts) to fund such obligations has become, at best, stagnant (See Income Tax
Department, Section 4 for further discussion of anticipated incometax receipts). These decisions
have burdened the City and stretched the income tax receipts beyond capacity. Additionally, the
level towhich the Municipal Court will participate has remained in dispute and was not formalized
prior to undertaking the Justice Center project. Finaly, the City’s management has not wished to
increase utility ratesin order to finance increases in operations, as well as pay for the non-revenue
generating assets (lakes).

Debt Modificationsg/Refinancing

As of November 2001, the City has or isin the process of negotiating modifications to four of its
debt instruments. The modifications relating to the general operations debt revolve around interest
rate adjustmentsfor the Justice Center and State Route 422 bond anticipation notes. The City isalso
negotiating with OWDA to refinance the defaulted portions of the Lakes purchase and
Wastewater/Sewer Plant loans (See F3.5 and F3.6 of this section for further discussion).
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Findings/Commendations/Recommendations
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The City is currently making payments (capital lease) for a sewer rodder truck from the
Capital Projects Capital Improvement Street Utilities Fund (Fund No. 940). The Street and
Wastewater/Sewer Department management estimate the truck is used amost exclusively
within the Wastewater/Sewer Department and only 10% (maximum) within the Street
Department. Meanwhile, thegeneral operations of the City, through itsallocation of income
tax to the Capital Projects Capital Improvement Street Utilities Fund pays the entire annual
lease amount of $45,500.

The City should make the remaining four semi-annual payments of $22,800 for the sewer
rodder truck from the Enterprise Sewer Rental Fund (Fund No. 620). Thiswill accurately
reflect the costs to the area using the equipment.

Financial Implication: The City will beableto reallocateincometax recei ptsapproximating
$45,500 per year from the Capital Projects Capital Improvement Street Utilities Fund to the
General Fund two years earlier. However, the Enterprise Sewer Rental Fund will need to
include this amount as debt payments for the years 2002 and 2003.

Asevidenced by the transactions involving the L akes purchase, Justice Center construction
and renovation, and State Route 422, the City did not have along-term overall fiscal planin
place that specifically identified and addressed the financial impact of these projects on the
City’s entire operations. Additionally, the evaluation, management, and monitoring
processes of theindividual projectswas certainly lacking. Thisisdemonstrated by thelarge
additional cost of the Justice Center, the lack of specific funding to support each debt issue
without impairing other areas, the use of debt proceedsfor other projects/expenditures, and
the purchase of assets that are non-revenue generating and will continue as such for the
foreseeable future.

The City must develop overal fiscal responsibility and planning. The City cannot continue
to get involved in projects which cannot be self-supporting or which may impair the basic
operationsof the City by utilizing the City’ smain sourceof general operating dollars, income
tax receipts. The evaluation of projects and expenditures can only be made with a
comprehensive plan (forecast) for the entire City as well as a complete understanding of all
factors, including, but not limited to, costs to make operational, funding for the project, and
the impact of this project on potential future projects.

As reflected in Table 3-3a, the City has placed a high reliance on income tax receipts to
repay a significant portion of its debt and long-term obligations relating to genera
operations.
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The City should implement the recommendations in the Street Department, Section 9 of
thisreport for the use of excess Gas Tax and Motor Vehicle License Taxes. The use of the
these taxesto finance the State Route 422 project would allow the corresponding incometax
dollars of approximately $175,000 to be utilized in balancing the City’s General Fund.

As previously discussed, a portion of the debt proceeds for State Route 422 were used for
other projects/expenditures. The remaining fund balance in the Capital Projects Capital
Improvement Street Utilities Fund, as of October 31, 2001, approximated $446,000. City
management estimates it owes Ohio Edison approximately $650,000 for work related to
Phase | of this project. Although fund balance remains, the City has utilized the debt
proceeds for other purposes and the actual cash would not be currently available.

The City should stop using the remaining fund balance for any purpose other than that for
which the money was borrowed (to pay Ohio Edison for State Route 422 project). The City
should then negotiate with Ohio Edison to delay payment and obtain a note payable which
would alow the City to pay the liability over a specified period of years.

Financial Implication: Assuming the $650,000 is an accurate estimate of the remaining
commitment to complete Phase | of the State Route 422 project, the City should attempt to
delay payment and finance the current liability either directly with Ohio Edison or a
commercia lender. If available, afive year, 7% note with monthly principal and interest
payments would require approximately $154,500 annually.

The City and commercia lender have tentatively agreed to modify the current bond
anticipation notes relating to the Justice Center and State Route 422 projects. The basic
modification will change the interest rate to 4.73% for athree year period for both notes.
After three years, theinterest rate will be adjusted based upon prevailing market conditions
and comparable instruments at that time. Thelength (term of) the original notes will not be
extended, but will remain at 19 years for the Justice Center Note and 20 years for the Road
Improvement Note (State Route 422).

The City should finalize these tentative agreements with the commercial lender. The City
should further ensure that proper supporting documents are obtained and filed for easy
reference.
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Financial Implication: Over the next three years, the annual principal and interest payments
related to the Justice Center and State Route 422 project will now approximate $320,200 and
$174,800, respectively. Thisresultsin annual reductions of principal and interest payments
from the Capital Projects Capital Improvement Building Fund and Capital Projects Capital
Improvement Street UtilitiesFund of approximately $17,200 and $14,800, respectively. The
Justice Center Note was not scheduled for adjustment until 2004; therefore, the City will
incur a $5,500 modification fee to implement the change. The State Route 422 note was
scheduled for adjustment at the current time; therefore, no additional fee will be required.

The City defaulted on the semi-annual payments due July 1, 2001 related to the Lakes
purchase and Wastewater/Sewer Plant OWDA loans. The City also expectsto default onits
next semi-annual payment for both loans (due January 1, 2002). At that point, the City's
default including principal and interest will total $685,100. The City and OWDA have
tentatively agreed to allow the City to finance the $685,100 through anew loan(s) at 5.55%
annual interest over 15 years. As part of the agreement, the City must also resume paying
ontheLakesand Wastewater/Sewer facility loans. Thesesemi-annual paymentsof $117,500
and $225,100, respectively, would resume in July 2002.

The City should finalize these tentative agreements with the OWDA. The City should
further ensure that proper supporting documents are obtained and filed for easy reference.

Financial Implication: The new OWDA loan(s) will require annual principal and interest
payments for the Enterprise Water Revenue Fund and Enterprise Sewer Rental Fund of
approximately $23,100 and $44,300, respectively.

Throughout this report, various items have been identified which would impact the City’s
debt and long-term obligations in total and on an annual basis. These items would also
impact numerous other funds and the alocation of income tax receipts. The following
summary of modifications/recommendations were used to prepare a revised listing of
funding sources (Tables 3-5a and 3-5b) and a modified principal and interest payment
schedulefor each of the next five years and in subsequent five year increments (T able 3-6).

Debt and long-term obligation modifications/'recommendations:

® R3.1: Sewer rodder truck payments made from Enterprise Sewer Rental Fund instead of
Capital Projects Capital Improvement Street Utilities Fund

® R3.4: Finance $650,000 owed to Ohio Edison

®R9.1 and R9.3.1: Use Gas Tax and Motor Vehicle License Tax to pay State Route 422
Note

®R11.4: Municipal Court pay portion of Justice Center Note ($106,000 for next 3 years,
then recal culate based on new interest rate)
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® R3.5: Interest rate adjustments for Justice Center and State Route 422 Notes
® R3.6: Finance defaulted OWDA loan payments of $685,100 with new OWDA loan(s) at
5.55% for 15 years

Table 3-5a: Proposed Funding Sourcesfor General
Government Long-Term Obligations as of December 31, 2001
(rounded to the near est $100)

Annual Maturity
Funding Source Amount Obligation Date
Municipa Income Tax $214,200 | Justice Center Note 2019
Municipa Income Tax* 154,500 | Ohio Edison Note 2006
Municipal Income Tax 21,100 | Capital Lease 2002
Total Municipal Income Tax 389,800
City Municipal Court 106,000 | Justice Center Note 2019
State Route 422 - Road
Gas Tax and Motor Vehicle License Tax 174,800 | Improvement Note 2020
Gas Tax and Motor Vehicle License Tax 8,600 | OPWC Loan 2019
Gas Tax and Motor Vehicle License Tax 26,000 | Capital Leases 2002
Total Gas Tax and Motor
Vehicle License Tax 209,400
Property Tax - Inside Millage 17,200 | Fireand Police Pension 2035
EMS Charges 48,300 | Capital Leases 2002 - 2004
Cable Franchise Fee 10,700 | Note Payable 2004
Total $781,400

! Based upon the remaining fund balance within the Capital Projects Capital Improvement Street Utilities Fund as of
October 31, 2001, the City should be able to charge payments rel ated to the proposed Ohio Edison liability to thisfund
asfollows: 2002 - $154,500; 2003 - $154,500; and 2004 - $90,000. Beginningin 2004, the City would need to transfer
incometax recei ptsto cover the remaining liability asfollows: 2004 - $65,000; 2005 - $154,500; and 2006 - $154,500.
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Althoughtotal annual paymentsincreased, the amount being financed by incometax receipts
would decreasesignificantly. Using Table 3-5a, the City would utilize approximately 7.85%
of its income tax receipts, net of income tax department expenditures, to finance debt and
long-term obligations in 2002 versus the 19.8% currently required under Table 3-3a. The
corresponding percentages for subsequent periods are as follows: 2003 - 7.15%; 2004 -
9.35%; 2005 and 2006 - 12.30% and thereafter 7.15%. Reducing the proportion of income
taxesused to servicedebt and long-term obligationswill permit aredistribution of thedollars
to general City operations. (SeelncomeTax Department, Section 4 for further discussion
of income tax receipt allocations). These amounts do not consider any future financing
arrangements the City may undertake.

The significant decrease in use of incometax dollars is attributable to:

® State Route 422 Note paid with Gas Tax and Motor Vehicle License Tax

® Municipa Court participating in Justice Center Note

® Shifting remaining two years of sewer rodder truck lease payments to Enterprise Sewer
Rental Fund

Based upon the above analysis, the City needsto allocateincometax recei pts, net of income
tax department expenses, approximating 7.15% ($214,200 divided by $3,000,000) to meet
the current requirements of the Justice Center Note. These funds should be placed in a
separate Bond Fund as required within the Tax Compliance Certificate.

The City should also allocate net income tax receipts to the Capital Projects Capital
Improvement Street Utilities Fund to service the planned financing of the Ohio Edison
liability. The percentage will vary as follows: 2002 and 2003 - 0% (liability should be
funded with current fund balance); 2004 - 2.20% (portion funded from existing fund balance)
and 2005 and 2006 - 5.15%. These percentages may change depending on actual tax
receipts.

The City’ scapital lease financed with incometax receiptswould approximate .1% of the net
income tax receipts and would only be needed for 2002.

These allocations need to be evaluated, at least quarterly, to ensure the City is placing
sufficient and not excessive fundsin reserve to meet these obligations.
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Table 3-5b: Proposed Funding Sourcesfor Enterprise Fund Type Debt

and Long-Term Obligations as of December 31, 2001

(rounded to the near est $100)

Annual Maturity
Funding Source Amount Obligation Date
Charges for Services - Enterprise Water
Revenue Fund $39,600 | OWDA - Water Distribution 2017
Charges for Services - Enterprise Water
Revenue Fund 234,900 | OWDA - Lakes Purchase 2015
Charges for Services - Enterprise Water
Revenue Fund 4,200 | OWDA - Water Tower 2017
Charges for Services - Enterprise Sewer OWDA - Wastewater/Sewer
Rental Fund 379,100 | Plant 2007
Charges for Services - Enterprise Water Financing of Defaulted OWDA
Revenue Fund 23,100 | Payments 2016
Charges for Services - Enterprise Sewer Financing of Defaulted OWDA
Rental Fund 44,300 | Payments 2016
Charges for Services - Enterprise Water
Revenue and Sewer Rental Funds 94,600 | Capital Leases 2002 - 2004
Total Chargesfor Services 819,800
OWDA - Wastewater/Sewer
Trumbull County 71,100 | Plant 2007
Total $890,900

The total annual payment amount under the proposed plan for Enterprise funds would
increase as compared to the payment schedule in Table 3-3b. Thisincrease, of $112,900,
is due to transferring the remaining annual payments of the sewer rodder truck to the
Enterprise Sewer Rental Fund for the remaining two years of itslease ($45,500 per year) and
the financing of the defaulted OWDA |oan payments ($67,400 per year).
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Table 3-6: Proposed Debt and Long-Term Obligation Principal and
Interest Payments as of December 31, 2001
(rounded to the near est $1,000)

General Government
Long-Term
Year(s) Obligations Enterprise Fund Type Total
2002 $781,000 $891,000 $1,672,000
2003 729,000 881,000 1,610,000
2004 724,000 835,000 1,559,000
2005 675,000 796,000 1,471,000
2006 675,000 796,000 1,471,000
2007 - 2011 2,604,000 1,956,000 4,560,000
2012 - 2016 2,604,000 1,378,000 3,982,000
2017 - 2021 1,767,000 20,000 1,787,000
2022 - 2026 86,000 0 86,000
2027 - 2031 86,000 0 86,000
2032 - 2035 69,000 0 69,000
Total $10,800,000 $7,553,000 $18,353,000

F3.8

The revised debt and long-term obligation table above reflects an overall increase for the
corresponding years as compared to Table 3-4. The net change, on a City wide basis, is
attributed to the financing of the Ohio Edison liabilities which are proposed as future debt
payments, the refinancing of the defaulted OWDA loan payments, and the interest rate
adjustments for the Justice Center and State Route 422 notes.

Over the last three years, the City used the Capital Projects Capital Improvement Building
Fund to principally account for the receipts and expenditures related to the Justice Center
construction and renovationsto the old administrative building. Aspreviously discussed in
this section, the expenditures related to this project have exceeded receipts. The projected
fund deficit for the Capital Projects Capital Improvement Building Fund at December 31,
2001 is$427,700. Asfurther discussed in Other Matters, Section 12 F12.13, the cause of
this deficit can be, at least partially, attributed to the City not adhering to the budgetary
process within the Ohio Revised Code.
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The City should immediately implement the recommendations outlined in R12.13 to avoid
increasingthedeficitinthisfund. Additionally, the City’sGeneral Fund, whichisultimately
responsiblefor all liabilities of the City, needsto absorb thisdeficit directly into the General
Fund.

Financial Implication: The General Fund will be adversely impacted by the projected
$427,700 deficit fund balance in the Capital Projects Capital Improvement Building Fund
in 2002.
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Income Tax Department

Background

This section of the performance audit focuses on the City’ sincome tax operations. For purposes of
illustrating various operational issues, certain comparisons are made throughout the report with the
peer Cities of Cambridge, East Liverpool, and Shelby. Except for Cambridge, different peers were
used within the Municipal Court section of this Report.

The City’ stax rate wasinitially enacted, via City Council legislation, in 1958 at .9%. During 1960,
City Council added .1%, which increased thetax rateto 1%. The City residents approved additional
increases to the income tax rate in 1978 and 1983 in the amounts of .5% and .5%, respectively.
Since 1983, theincome tax rate has been 2%. City Council has great flexibility with respect to the
1% council approved portion. Additionally, asreflected intheballot |anguagefor the 1978 and 1983
rateincreases, City Council aso has significant latitude over the voter approved 1% aswell. Table
4-1 depicts the historical changesin Girard’ s income tax rate.

Table4-1: Income Tax Rate I ncreases

Voter Approved or Tax Rate

Effective Date Council Action Increase
February 10, 1958 Council 0.9%
July 1, 1960 Council 0.1%
July 1, 1978 Voter 0.5%
July 1, 1983 Voter 0.5%
Total Tax Rate 2.0%

Source: City ordinance documents obtained from the City Auditor’s Office
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ThelncomeTax Department (the Department) collectsand enforcesthe City’ s2% municipal income
tax rate pursuant to Chapter 181 of the Girard City Administrative Code. According to that Code,
the City’ s Income Tax Department is responsible for the following:

Coallectingincometax revenuefrom residentsand businesses conducting businessin the City
Preparing receipts for deposit

Reviewing tax returns for accuracy

Handlingincometax delinquenciesand processing delinquency noticesand legal paperwork
Assessing penalties and interest

Processing and issuing refunds

Retaining records for at least five years

Forwarding income tax cases to the City Law Director and City Prosecutor, as hecessary

According to the Ohio Department of Taxation, the City of Girard isone of approximately 548 Ohio
municipalities which levies an income tax. Information obtained from the Ohio Department of
Taxation also indicated that income tax rates statewide range from 0.40% to 2.85%. Since income
tax receipts represent the most significant source of receipts to fund Girard’s operations, the
performance of the City’s Income Tax Department is significant to the City’s overall financia
condition.

Chart 4-1: Organizational Chart

Treasurer

(M

Accounting Clerk I Office Manager
@ @

Summary of Operations

Table4-2 summarizesthe Department’ sexpendituresfor fiscal years 1998 through 2000 and for the
9 months ended September 30, 2001. The City’s Income Tax operations (income tax receipts and
Departmental operating costs) are accounted for within Fund No. 850. ThisFundisrolled into the
Genera Fund within the general purpose financial statements.
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Table 4-2: Fund No. 850 Income Tax Fund Receipts and Expenditures
(rounded to the near est $100)

For the9
months ended

1998 1999 2000 September 30, 2001
Receipts:
Income Tax $3,482,300 $3,367,300  $3,377,300 $2,533,800
Workers Compensation Reimbursement 3,300 0 0 0
Total Receipts 3,485,600 3,367,300 3,377,300 2,533,800
Expenditures:
Salaries and Benefits' 114,800 132,200 146,200 116,700
Overtime 10,700 12,500 12,400 7,900
Postage 7,500 8,700 10,700 7,700
Supplies and Materials 29,200 38,000 30,200 27,100
Income Tax Refunds 8,100 7,800 5,800 8,000
Income Tax Transfers Out? 3,315,600 3,168,300 3,171,900 2,332,500
Total Expenditures 3,485,900 3,367,500 3,377,200 2,499,900
Receipts Over/(Under) Expenditures (300) (200) 100 33,900
Beginning Fund Cash Balance 500 200 0 100
Ending Fund Cash Balance $200 $0 $100 $34,000

Source: Expense History Account Report
! Includes certain allocated salaries and benefits
2 Refer to Charts 4-2.1 through 4-2.3 for a historical perspective of the income tax allocation

In total, the Department’s expenditures (excluding transfers out and refunds) have increased
approximately 23% from 1998 through 2000. Salaries and Benefits also increased approximately
27.4% ($31,400) from 1998 through 2000, which accounted for most of the increase in costs of the
Department.
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In fiscal year 2000, total income tax collections approximated $3.38 million. For the same year,
income taxes represented approximately 59.3% of General Fund receipts, 20% of the Specia
Revenue Funds receipts, and 20.7% of Capital Projects Fundsreceipts. City incometax collections
reached an all-time high in 1998, but have leveled off since that time with no potential increasesin
theforeseeablefuture. Infact, based upon the City of Warren’ srecent incometax rateincreasefrom
1.5% to 2%, the City of Girard will likely experience adeclinein incometax collections, at least in
the short term, since Warrenisamajor employer of citizensof Girard, and the City providesa 100%,
up to 2%, credit for income taxes paid to another city. Asit relatesto Warren’ sincometax increase,
the City isunableto produce any documentsto quantify thelossin receipts. However, various City
management estimate an adverse impact to the City ranging from $30,000 to $70,000, each year.

Table 4-3 provides select comparisons of operational statistics between Girard and the peer cities:

Table 4-3:. Select Comparisons

Girard Cambridge East Liverpool Shelby
2000 Population® 10,902 11,520 13,089 9,821
Income Tax Staff? 3 4 3 2
Total 2000 Collections (in millions)® $3.38 $2.89 $2.97 $2.66
Tax Rate? 2.0% 1.2% 1.5% 1.5%
Credit Policy? 100% 100% 100% 100%
Collections Per Capita’ $310 $251 $227 $271
Adjusted Collections Per Capita® $310 $418 $303 $361
1990 Personal Returns Filed® 5,642 7,009 6,525 6,350
1998 Personal Returns Filed® 5,928 8,073 7477 6,852
Percent of Population Filed’ 54.4% 70.1% 57.1% 69.8%

! Obtained from United States Census 2000 website

2Obtained from the respective city

3 Obtained from the respective city’s 2000 general purpose financial statements

“Total 2000 Collections divided by 2000 Population equals Collections Per Capita

5Since Girard' stax rate is higher than the peers, the Collections Per Capita were adjusted to reflect Girard's 2.0%
income tax rate

®Ohio Department of Taxation website, report Y-2. 1998 was the most recent available year

71998 Personal Returns filed, divided by 2000 Population

In part, Table 4-3 illustrates that the City has the lowest Percent of Population Filed, with 54.4%,
when compared with the peers. Cambridge has the highest percentage of the peers, with 70.1%,
while East Liverpool has the lowest percentage of the peers, with 57.1%.
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Filing / Taxpayer Identification

Every City of Girard taxpayer must file an annual informational City tax return by April 30 whether
or not tax is due. The City provides a 100% credit for the income taxes paid to another city or
village, up to the City’ sincome tax rate.

The City imposes a one-time late filing fee of $20. Penalties for non-payment of taxes or
withholdingsrange from 5% to 15% of the unpaid taxes. Interest isassessed at approximately 12%
annually.

The City has a Board of Review (the Board) consisting of the Mayor, City Law Director, and City
Treasurer. The Board approvesall rules, regulations, and changes made to the municipal incometax
ordinances. Additionally, if a taxpayer has an income tax issue, the City Treasurer schedules a
meeting with the other members of the Board to discuss the issue and determine a resolution.

TheCity utilizesseveral different toolstoidentify potential taxpayers. Annualy, in January, the City
receives areport from the Ohio Department of Taxation that summarizes state tax returns filed by
anyone within the 44420 zip code (Girard). The Department matches that list to the City’ s known
incometax filers by social security number, name, and address. In addition, City ordinance requires
al landlordsto file areport with the City which lists the tenant names by April 1, each year. Also,
the City’ sWater Office contactsthe Income Tax Department whenever anew businessor individual
account isestablished. Thelncome Tax Clerk and Office Manager aso scan the local newspapers,
listen for word of mouth, inspect zoning records, and contact the local Chamber of Commerce to
alert them whenever anew businessarrivesin the City. New studentswithin the Girard City School
District are required to have a waiver signed by the Income Tax Department before the District
registers the student.

Delinquencies/ Collections

Whenever payments are delinguent, or afiling is not made by the deadline, a “First Notice” letter
IS sent to the taxpayer requesting prompt payment and reasons for not filing. The Income Tax
Department al so sends second, third, and fourth notices, asneeded. Following thefourth notice, the
City sends a final notice, which notifies the taxpayer that the case will be forwarded to the City
Prosecutor if the forms/payments are not received within three days. Following assignment to the
City Law Director’s Office, aletter, drafted by the Income Tax Department, is signed and sent by
the City Prosecutor to the taxpayer informing the taxpayer about the City tax codeviolation, and that
thetaxpayer has’5 daysto rectify theincometax situation before criminal chargesare brought against
the taxpayer.

The time-span from the first notice letter to the City Prosecutor letter is approximately 6 months.
The City Prosecutor handles criminal (non-filer) cases. The City alsofilescivil charges, in order to
recover thelost tax receipts. If the delinquent taxes are greater than $3,000, the City Law Director’s
Office handles the case. If the delinquent taxes are less than $3,000, the Income Tax Department
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handles the civil case viasmall claims court. Payment plans are offered to delinquent taxpayers,
with the understanding that all taxes will be paid by the end of that year.

Long-outstanding delinquenciesare never “written-off.” However, somepenaltiesand chargesmay
be commuted through the unilateral approval of the City Treasurer, according to the City's
Administrative Code. The Treasurer approves any refunds. As it relates to the Treasurer’s fee-
waiving authority, the City does not produce any documents to track the loss in receipts resulting
from such activities. However, various City personnel estimate that this occurs only afew timesa
year, and typically only the $20 late filing fee is waived.

Table 4-4 reflects the change in delinquencies, by type, at December 31, 1998, 1999, 2000, and
September 30, 2001. Table 4-5 shows the total amount of refunds issued for fiscal years 1998
through 2000 and for the 9 months ended September 30, 2001.

Table 4-4: Changein Delinquencies
(rounded to the near est $100)

Delinquency
Account Type 12/31/98 12/31/99 12/31/00 9/30/01
Businesses/ Individuals $372,000 $375,400 $412,100 $510,100
Withholdings 76,100 46,200 70,600 54,900
Total Delinquencies $448,100 $421,600 $482,700 $565,000

Source: W/H Master File Delinquency Report and IDM Delinquent Report obtained from Income Tax Department

Table 4-4 indicates that the business and individual account delinquencies have increased
approximately 37% from December 31, 1998 through September 30, 2001. Furthermore, Table4-4
revealsthat business and individual accounts comprisethe majority of the City’ sdelinquent income
taxes, while Chart 4-3 clearly displays that business and individual accounts do not comprise the
majority of overall annual income tax receipts. Comparison of the two tables reveal s that income
tax delinquencies are disproportionately larger in the business and individual accounts versus the
withholding accounts, possibly indicating a deficiency in collecting these delinquent amounts. The
City isunableto produce any aged receivable reportsrelated to these delinquencies. Therefore, the
age of the delinquencies cannot be determined without manual manipulation of existing records.
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Table4-5: Refunds
(rounded to the near est $100)

Year Total Refunds Y ear Total Refunds
1998 $8,100 2000 $5,800
1999 7,800 2001* 8,000

Source: Expense History Account Report
! For the 9 months ended September 30, 2001

Table4-5 demonstrates that refunds are typically minimal, and have decreased steadily from 1998
through 2000. However, for the 9 months ended September 30, 2001, refunds have increased over
previous years. Additionally, refundsin year 2002 will increase dramatically, as the City expects
to refund approximately $139,600 to two area manufacturers.

The City acceptstax paymentsin theformsof cash, personal check, cashier’ scheck, or money order.
Payments and tax returns may be submitted viamail or by delivery to the Income Tax Department
window within City Hall. Table4-6 documents the acceptable methods of income tax payments of
the City compared to the peer cities.

Table 4-6. Methods of Payment

Method Girard Cambridge East Liverpool Shelby
Cash Yes Yes Yes Yes
Personal Check Yes Yes Yes Yes
Money Order / Cashier's
Check Yes Yes Yes Yes
Electronic Transfer No No No No
Credit Card No No No No

Source: Respective city

Whenever cashisreceived, athree-part receipt is completed. Whenever checks, money orders, or
cashier’ schecksarereceived, atwo-part recei ptiscompleted. If payment ismade at the Income Tax
Department, the customer isissued areceipt. If payment is made by mail, the customer’s canceled
check serves as the receipt. At the end of each day, the receipts are compiled and posted to the
system by the Income Tax Department Office Manager and Clerk. Business withholdings may be
paid monthly or quarterly, at the discretion of the remitting business.
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Recording / Reporting

Incometax returns, when received by the City, arereviewed to determinethat al City tax forms, W-
2's, and additional documentsreconcile. Theinformation from thetax returnisthen entered into the
computer system by the Office Manager and Clerk. Recelptsare posted to existing account numbers

for each taxpayer.

Table 4-7 outlines the City’ s account coding.

Table4-7:

Income Tax Account Codes

Account Coding

General Description

10

Business withholding accounts

20

Individual accounts

25

Landlord accounts

30

Partnership accounts

40

Federal 1D accounts

45

Personal business accounts

Source: City of Girard Income Tax Department

The City utilizes the computer system to record and report income tax receipts, delinquencies, and
other activity. The Income Tax Office Manager and Clerk generate monthly reports which are

detailed in Table 4-8.
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Table 4-8: Monthly Income Tax Reports
System Tag Report Title General Report Contents
TRIAL I/T Trial Balance Summarizes balances and receipts by account code
IMONJRNL I/T Monthly Transaction Journal Provides arecord of all money received
Summarizes cash received by account type
ICRMONTH I/T Cash Report (withholding, business, and individual)
Summarizes all business and individual delinquent
accounts, and identifies the tax year(s) related to
IDEMDEL IDM Delinguent Report the delinquency
Providesalist of business and individual account
IDMON Direct Month End Report bal ances and receipts, sorted by account number
Provides arecord of al penalties and interest
assessed on business and individual delinquent
IDMPI Direct Penalty and Interest Report accounts
IWMDEL W/H Master File Delinquency Report Summarizes all delinquent withholding accounts
Provides alist of withholding account balances and
IWMMON W/H Month End Report payments, sorted by account number
Provides arecord of al penalties and interest
IWHMPANDI | W/H Month End P & | Report assessed on withholding accounts

Source: Monthly Report Binders December 1999 and 2000, and July 2001

Thereportsoutlined in Table 4-8 are submitted to the City Treasurer for review, each month. The
Income Tax Department does not generate other “ad hoc” reports.

Reconciliation

The Office Manager and Clerk generate a calculator tape of all receipt sources (cash, check, etc.)
received during the day. The tape is reconciled to the batch posting reflected on the system,
including the total row. Whenever receipts exceed $100, a bank deposit occurs. Money that is not
immediately deposited is stored in alocked, fireproof cabinet. The cash and checks are placed in
apre-numbered deposit bag, and are physically taken to the bank by the Office Manager or Clerk,
with a police escort. Upon returning from the bank, the Office Manager or Clerk files the deposit
dip with the City Auditor’s Office.
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Miscellaneous

The Income Tax Department isamember of Tri-County Tax Association (TRICOTA), whichisan
organization comprised of municipal income tax departments from Stark, Mahoning, Trumbull,
Carroll, Columbiana, and Portage counties. The Office Manager attends annual TRICOTA
meetings, where income tax related issues are discussed, and various income tax operations are
compared. The municipalitiesinvolved with TRICOTA are noted in Table 4-9 below:

Table4-9: TRICOTA Membership

City County of Origin City County of Origin
Alliance Stark Lisbon Columbiana
Campbell Mahoning Lordstown Trumbull
Canfield Mahoning Lowellville Mahoning
Carrollton Carroll McDonald Trumbull
Columbiana Columbiana Salem Columbiana
East Palestine Columbiana Newton Falls Trumbull
Garrettsville Portage Niles Trumbull
Girard Trumbull Sebring Mahoning
Hiram Portage Struthers Mahoning
Hubbard Trumbull Warren Trumbull
Leetonia Columbiana Y oungstown Mahoning

Source: TRICOTA 28" Annual Christmas Luncheon Program
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Ordinances/ Allocation

The purpose of a municipal income tax is to provide funds for general or specific municipal
operations or other municipal purposes, such as servicing debt. The City’s income tax ordinance
levies atax on sources of income including, but not limited to:

° Salaries, wages, commissions, partnership distributions, and other compensation earned by
City residents

° Salaries, wages, commissions, partnership distributions and other compensation earned by
nonresidents for work done or services performed within the City

° Net profits earned of all resident unincorporated businesses, professions, or other activities

and entities, derived fromwork done or servicesrendered or performed and businessor other
activities conducted within the City

° Distributive share of net profits earned of a resident partner or owner of a nonresident,
unincorporated business entity not attributable to the City and not levied against such
unincorporated business entity

° Net profits of all corporations derived from work performed or rendered and business or
other activities conducted in the City, whether or not such corporations have an office or
place of businessin the City

In addition, the municipal income tax ordinance establishes the following with regard to municipal
income tax administration:

° Each person, who engages in business or whose earnings is subject to the City ordinance,
must submit areturn on or before April 30, whether or not atax isdue, unlessan exemption
form is properly filed

° All employers, who have a place of businessin the City, are subject to the requirements of
withholding, as well as employers who do not maintain a place of business in the City but
who are subject to the tax on net profits attributable to the City

° Provides for the duties of the City Treasurer who administers, collects and enforces the
municipal income tax

At least annually, City Council passes an income tax revenue fund allocation ordinance. Since at
least 1997, City Council has passed an incometax revenue fund allocation ordinance semiannually.
Charts 4-2.1 through 4-2.3 detail the changesin fund allocation ordinances, by fund type, for the
period of January 1997 through November 2001.
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Chart 4-2.1: Income Tax Allocation
Genera Fund
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Chart 4-2.2: Income Tax Allocation
Special Revenue Funds
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Chart 4-2.3: Income Tax Allocation
Capital Projects Funds
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Charts 4-2.1 through 4-2.3 reflect the City has changed the income tax allocations multiple times
in the last few years. The allocations to the Capital Projects Funds service the debt of the Capital
Improvement Street Utilities and Capital Improvement Building Funds. The allocations to the
General and Specia Revenue Funds support the operational costs of those funds.

Chart 4-3 detailsthe grossincometax collections by incometax account type, for fiscal years 1991
through 2000. Additionally, Table4-10reflectstotal incometax collectionsversusinflation for the
same periods.

Chart 4-3: Income Tax Collections
(Fiscal Years 1991 - 2000)
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Table4-10: Income Tax Collections Versus | nflation
(rounded to the near est $1,000)

Annual Percent
Fiscal Total Per cent Inflation Change Over/(Under)
Y ear Collections Change Per centage' Inflation
1991 $2,124,000 --
1992 2,154,000 141 3.01 (1.60)
1993 2,117,000 (1.72) 2.99 (4.71)
1994 2,533,000 19.65 2.56 17.09
1995 2,762,000 9.04 283 6.21
1996 2,991,000 8.29 2.95 534
1997 3,015,000 0.80 2.29 (12.49)
1998 3,482,000 15.49 1.56 13.93
1999 3,367,000 (3.30) 2.21 (5.51)
2000 3,377,000 0.30 3.36 (3.06)

Source: Girard Income Tax Department
1 Obtained from the Federal Bureau of Labor Statistics website

Table4-10 reflects that the City’ sincome tax collections exceeded the annual inflation percentage
for fiscal years 1994 through1996, and once again in 1998. However, collections have not met
annua inflation in three of the past four fiscal years.

Asillustrated inthe previous T able, incometax collections havevaried considerably between years.
A number of factors impact the City’s gross income tax collections. The fluctuating industrial
presence within the City, population deviations, varying unemployment rates, and volatility in
foreign and domestic markets can affect the City’ s tax base dramatically from one year to the next.
City officials believe that the large variances in annual gross income tax collections are due to a
combination of these factors. Additionally, City officias believe that the increase in gross
collections during the last half of the 1990's is partially due to increased collections efforts by the
City.

According to the City Treasurer (verbally), future income tax collections are expected to remain
somewhat flat in the near future. Chart 4-4 reflects the Treasurer’ s expected income tax receipts
for fiscal years 2002 through 2004, in comparison with fiscal year 2000's actual receipts, and fiscal
year 2001's projected receipts.
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Chart 4-4:
Projected Gross Income Tax Receipts

4,000,000

3,000,000 | —
w | |
5
= 2,000,000 | —
()] - -

1,000,000 - —

2000 2001 2002 2003 2004
Fiscal Year

Note: Fiscal year 2000 represents actual grossreceipts, whilefiscal years 2001-2004 represent projected gross receipts

Theprevious Chart illustratesthat grossincome tax receipts are expected to decrease from 2000 to
2004. Actua income tax receipts in fiscal 2000 totaled approximately $3.377 million, while
estimated 2001 income tax receipts are expected to approximate $3.138 million. According to the
Treasurer, the City projects gross income tax receipts of $3.1 million, $3.225 million, and $3.275
millionfor 2002, 2003, and 2004, respectively. Based upon the projections, theincometax receipts
are expected to decrease by approximately $100,000 from 2000 to 2004.

Adjusting the estimated 2001 income tax receipts by an annual inflation factor of 2% resultsin
projected grossincometax receipts of $3.201 million, $3.265 million, and $3.300 million for 2002,
2003, and 2004, respectively. This inflationary adjustment compares similarly with the City's
projections for fiscal years 2002 through 2004.
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Findings/Commendations/Recommendations
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The City does not maintain updated job descriptions for the Income Tax Office Manager or
Clerk. The Department has not utilized job descriptions in the past. When such job
descriptions are absent from a work environment, employees may unknowingly omit
responsibilitiesthat they were hired to address. Conversely, theemployeesmay a so perform
activities that are not their responsibilities, or may be duplicating effort.

The City should create and periodically update job descriptions for all employees.

The City isamending itsincometax ordinancein an attempt to makeit more comprehensive.
The amended ordinance was drafted using other local cities income tax ordinances as
models. Theamended ordinance clarifies previouslanguage, rai ses penalties, and mandates
declarations on estimated tax payments. It is prudent business practice to address internal
policies, particularly if those policies govern amajor source of operating receipts. Policies
that were effective in the past may have since become outdated due to factors such as
legidlative changes, demographic shifts, and economictrends. The periodicexaminationand
revision of internal policies can help an organization to capitalize on future business
opportunities.

The City should update the income tax ordinance’s definition of taxable income using
exclusive language, instead of inclusive language. Taxable income comes in many forms.
By identifying the exemptions from taxable income instead of the inclusions to taxable
income, the City will help ensure that all possible sources of income are addressed by the
ordinance. If taxable income is more clearly and completely defined, the City has a better
chance of collecting al potential income tax revenue.

Over the past five years, the City hastypically amended itsincometax allocation resolution
morethan onceayear. Thefollowing representsthe variances between each Fund’ s highest
and lowest allocations during the past five years:

General Fund - 14.5%

Specia Revenue Fund Type: Street Construction Fund - 6.0%

Special Revenue Fund Type: Recreation Fund - 8.5%

Specia Revenue Fund Type: Cemetery Fund - 1.0%

Capita Projects Fund Type: Capital Improvement Street Utilities Fund - 2.5%
Capital Projects Fund Type: Capital Improvement Building Fund - 5.5%
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Reallocation of income tax receipts on such afrequent basisis not an ideal condition. The
City frequently shifts income tax receipt allocations in an apparent attempt to help offset
potential negativefund balances, particularly inthe General Fund. Thiscan causeuncertainty
regarding thetruefinancial position of aFund, and can potentially lead to over-appropriating
and over-spending the respective Fund. Additionally, this practice could lead to financial
decisions based upon unreliable or inaccurate information. Ultimately, a decision could be
made with the assumption that the income tax receipt stream will be committed to support
thedecision, when that revenue streamisactually subject to continually shifting prioritiesand
other commitments. The frequent shifting of the allocation negatively impacts the City’s
ability to perfect long range planning and accurate financial forecasting.

Rather than continuously reallocating income tax receipts, the City should identify its
prioritiesand fund thoseprioritiesaccordingly. Additional projectsor other prioritiesshould
not occur unless a sufficient receipt source is obtained for that particular purpose.

Given the current financial condition of the City, the allocation of 6.5% of total income tax
receiptsto the Special Revenue Recreation Fund should not be apriority. The alocation of
income tax receipts should be prioritized, according to the City’s essential functions. The
City should service debt first, and allocate tax receipts accordingly. In this case, the City
should allocate the necessary receipts into the proper funds as outlined in Tables 4-11 and
4-12. After debt service, the City should all ocate the maximum possibleincometax revenue
to the Genera Fund to help improve the financial condition of that fund.
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Annual obligations to be serviced by income tax receipts are shown in Table 4-11, and are
based on assumptions made in Debt, Section 3 of this report:

Table 4-11: Obligations of Income Tax Receipts

Fiscal Year Obligation Description

2002 $45,000 | Specia Revenue Recreation Fund - Operations
21,100 | Genera Fund - Capital Lease Computers
214,200 | Capital Projects Capital Improvement Building Fund - Justice Center

2003 $45,000 | Speciad Revenue Recreation Fund - Operations
214,200 | Capital Projects Capital Improvement Building Fund - Justice Center

2004 $65,000 | Capital Projects Capital Improvement Street Utilities Fund - Ohio Edison
45,000 | Special Revenue Recreation Fund - Operations
214,200 | Capital Projects Capital Improvement Building Fund - Justice Center

2005 - 2006 $154,500 | Capital Projects Capital Improvement Street Utilities Fund - Ohio Edison
45,000 | Specia Revenue Recreation Fund - Operations
214,200 | Capital Projects Capital Improvement Building Fund - Justice Center

2007 - 2019 $45,000 | Speciad Revenue Recreation Fund - Operations
214,200 | Capital Projects Capital Improvement Building Fund - Justice Center

Financial Implication: Presuming the City servicesthe obligationsoutlined in Table 4-11;
and annual distributableincome tax receipts of $3 million (the Financial Forecasts assumes
a2% incometax inflationary increase, while for simplicity purposes $3 million was used in
thisanalysis). Thefollowing T able presentsthe necessary incometax all ocation percentages:
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Table4-12: Required Allocation Percentages
(rounded to the near est $100)

Description 2002 2003 2004 2005- 2006 | 2007 - 2019
Genera Fund Capital Lease - 0.70% -- -- - -
Computers (%$21,100)
Capita Projects Capital
Improvement Building Fund 7.15% 7.15% 7.15% 7.15% 7.15%
- Justice Center ($214,200) (%$214,200) (%$214,200) ($214,200) ($214,200)
Capita Projects Capital
Improvement Street Utilities 2.20% 5.15%
Fund - Ohio Edison -- - ($65,000) ($154,500) --
Total Allocation Dedicated 7.85% 7.15% 9.35% 12.30% 7.15%
to Debt Service ($235,300) (%$214,200) ($279,200) ($368,700) ($214,200)
Total Allocation Special
Revenue Recreation Fund 1.50% 1.50% 1.50% 1.50% 1.50%
Operations ($45,000) (%45,000) (%45,000) (%45,000) (%45,000)
Remaining Allocation to be
Dedicated to General Fund 90.65% 91.35% 89.15% 86.20% 91.35%
Operations ($2,719,700) | (%$2,740,800) | ($2,675,800) | ($2,586,300) | ($2,740,800)

F4.4 The City obtains the annual state report that lists all state returns filed by individuals and
businesses within Girard's zip code. The report is matched line by line to the City's
computer system by the Office Manager and Clerk. Names appearing on the report, but not
on the system, are sent a City of Girard income tax packet. The manner in which the City
reviews the report helps the City to better identify its potential taxpayers, and consequently
to maximize itsincome tax receipts.

C4.1 The use of the state return report alows the City to identify potential taxpayers, andis

acquired at anominal cost. The detailed review of thisreport helpsto ensure that municipal

taxpayersareidentified and contacted, thereby maximizing the potential amount of municipal
incometax collections. This practice is consistent with statewide best practices.
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The City sends delingquent taxpayers a series of six separate letters, thelast of which informs
the taxpayer that the matter has been referred to the City Prosecutor. It typically takes
approximately six months before an income tax issue is forwarded to the Law Director’s
Office. Thetimely resolution of delinquent accounts can positively affect an organization’s
cash flow. The period of time necessary to send six letters to delinquent taxpayers can
negatively affect the cash flow of the City.

The City should reduce the amount of mailings sent to delinquent accounts from six letters
to three letters. The three letters should consist of an initial notification, a second
notification, and then a City Prosecutor referral letter. The delinguent tax cases would then
be forwarded to the City Prosecutor in a more timely manner, which could improve the
timing of the delinguent income tax collections by up to 50% in some cases.

The City maintains delinquencies from 1991 on its computer system reports. The City does
not maintain or enforce a write-off/uncollectible accounts policy, and does not periodically
estimate a percentage of uncollectible accounts. The City should establish apolicy towrite-
off uncollectible accounts when it is highly probable that some accounts will prove
uncollectible and the dollar amount can be reasonably estimated.

The City should develop and implement a policy regarding the management of long-
outstanding delinquencies. The policy should mandate write-off criteria, aswell as outline
plans related to the sale of bad debts to collection agencies.

The City should increase efforts to collect the delinquent income taxes presented in Table
4-4. Overall delinquencieshaveincreased from $448,000in 1998, to $565,000in September
2001. The $117,000 increase represents a highly collectible portion of delinquencies, as
recent delinquenciesare, by nature, the most collectible. The older adelinquencyis, theless
chance thereis of collecting the total amount.

Financial Implication: Anincreasein collection effortscould result inaonetimecashinflow
approximating $150,000, depending on the age and nature of the delinquencies. The
financial impact would be proportionately shared among the Funds receiving an income tax
allocation.

On an ongoing basis, the City should manage itsincome tax delinquencies more effectively
than in the past. Table 4-4 demonstrates that individual and business delinquencies
increased approximately 37% from December 31, 1998 until September 30, 2001. The
percentage increase approximates 10% annually.
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Financial Implication: Presuming the City effectively manages individual and business
income taxpayers and limits the annual delinguency increase to 5% (for those taxpayers)
versusthe recent 10% average, the City’ sincome tax receipts would be positively impacted
by $25,000, each year. The financial impact would be proportionately shared among the
Funds receiving an income tax allocation.

The Income Tax Department receives payments by mail and by direct payment. Cash,
checks, money orders, and cashier’s checks are the acceptable forms of payment for all
business, withholding, and individual accounts. The acceptance of electronic fund transfers
(EFT’s), aswell as credit cards, may help improve the timing of collections. Historicaly,
the City has not collected via credit cards or EFT’s. Allowing these methods of payment
may help improve the cash flow of the City.

The Income Tax Department should implement a credit card payment program for personal
business accounts, as well as individuals with substantial balances. Furthermore, the City
should make provisions to allow EFT remittances by business accounts and withholding
accounts. This would improve the City’s timing of income tax collections, as both
businesses and individuals will have two additional methods of income tax remittance.

The Office Manager and Clerk generate a monthly report package that is reviewed by the
City Treasurer. Timely review of relevant information by management allows management
to make decisions based on facts, rather than assumptions. Periodic review of such
information isanecessity when one considersthevital role of municipal incometax funding
within the City. This process has been in place for several years at the City.

The Income Tax Department staff has adequate training and experience to generate the
routine monthly reports and perform the daily functions. However, the staff does not have
adequate computer system training to generate reports outside of the routine monthly report
package. The inadequate computer system training provided by the City can limit the
productivity and creativity of its employees.

The City should provide computer training to the income tax staff. The full capabilities of
the system could potentially be used to generate alternative reports that may yield valuable
information that otherwise could not be accessed through the routine reports.

The City currently has two large loss contingencies related to the refund of previous tax
payments to manufacturers. The City hired a CPA to defend and assess whether the claims
were founded or unfounded. The CPA review identified some minor inaccuracies in the
manufacturer’ s claims, which resulted in the City’ s owing less.
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Financial Implication: Theamount to be refunded, as verified by review of the requestsfor
refund, totals $139,600. The City is negotiating with the manufacturersto pay therefund in
quarterly installments during fiscal year 2002. The financial impact would be
proportionately shared among the Funds receiving an income tax allocation.

Based upon the City of Warren’ s recent income tax rate increase from 1.5% to 2%, the City
of Girard will likely experience adeclinein incometax collections, since Warrenisamajor
employer of citizens of Girard, and the City provides a 100% credit for income taxes paid
to other cities. The City has no readily available documents to support an estimate that
guantifies the loss in receipts.

The City should conduct a study to reasonably estimate the additional receipts that may be
availableif the City altersits income tax credit policy. Currently, no such study has been
done, and the City has no basis to reasonably estimate the impact of Warren’s change. The
City should evaluate the results of the study, and determine if achangein incometax credit
policy would be beneficia to the City.

Financial Implication: Asitrelatesto Warren’ sincometax increase, the City cannot readily
identify the loss in income tax receipts to Girard. However, various City management
estimate an adverse impact to the City ranging from $30,000 to $70,000. For the purposes
of our Financial Forecast, the expected impact approximates $50,000.

City Council receivesaverbal financial report from the Treasurer each month during public
meetings. The verbal report summarizes monthly income tax receipts, and provides a
comparison with the previous year’s collections. Representations made by a City Council
member indicated that Council does not receive the report in written form.

The Treasurer should prepare awritten financial report for submission to City Council ona
monthly basis. The report should summarize income tax receipts for the respective month,
aswell asayear-to-datetotals. Thereport should also include historical incometax receipts
for at least the previous three years, and a historical perspective of delinquencies over the
same three year period.

The Income Tax Department forwarded several tax cases to the City Law Director’s Office
on September 14, 2001. The cases, which total approximately $27,144, remain unaddressed
as of December 10, 2001. Since each case exceeds the $3,000 threshold, the City cannot
resolve the case and realize any financia gain until the Law Director’ s Office appropriately
addresses the cases in Court. Various City employees indicated that the Income Tax
Department limits the flow of cases to the Law Director’s Office because of anticipated
delays.
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R4.13 The City Law Director’s Office should address income tax cases in a timely manner,
particularly in light of the City’ s current financial condition. Rather than holding cases, the

Income Tax Department should forward all casesto the City Law Director’ s Department as
soon as possible.
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Water Department

Background

This section of the performance audit focuses on the Girard Water Department operations.
Municipal water departments are often responsiblefor treatment facilitiesand reservoirsin addition
to maintaining the distribution system, meter reading and revenue collection operations described
herein. The Girard Water Department acts solely as a distributor.

Chart 5-1: Organizational Chart

Service Director
|

Office Manager Foreman
1 1

Clerk

Part Time Meter Reader
3

Maintenance

Semi Skilled Laborer
1

Service
|

Meter Readet/Laborer
1

Note: TheDepartment hasnofull-timeMeter Readers. During meter reading cycles, the Department utilizesan average
of three part-time Meter Readers, who report to the Office Manager. The Department also utilizes the Service person
and up to four other full-time City employees labeled Meter Reader/L aborers from the Water, Street, and Cemetery
Departments
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Summary of Operations
The Girard Water Department is primarily responsible for the following:

Deliver treated, potable water purchased from Niles, Y oungstown, and McDonad
Operate pump stations, holding tanks, and valve pits throughout the system
Repair water lines, as needed

Maintain the operation and accuracy of water meters

Read or estimate each customer’ s water consumption

Provide abill to each customer

Collect payments for water and sewer services

Pursue delinquent accounts

The City purchases and distributes treated, potable water to approximately 6,000 active customers
bothinsideand outsidethe City. The City purchaseswater from the Citiesof Nilesand Y oungstown
and the Village of McDonald.

The City utilizesfour main feedsto bring the water into the system. On average, the City purchases
1.5 million gallons of water, each day, from their suppliers.

The City’ s water system consists of approximately 80 miles of water line, 3 pumping stations (of
which only 2 are in operation), and 3 holding tanks. The Foreman manages the monitoring and
maintenance of the system. Although water line replacement is contracted out, the Department
regularly completes necessary repairs. As part of their responsibilities, Department employees
regularly check the water quality and report the results to the Ohio EPA.

M easuring the volume of water consumed by customersis achieved through various sizes and types
of water meters at each consumer location. The Department currently uses three different methods
to meter water usage. Those three methods include:

° Standard meters (residential customers)
° Remote meters (residential customers)
° Radio frequency meters (commercia customers)

Approximately 5,100 of the City’s 5,400 residential water accounts are equipped with standard
meters. These meters, generally located in the basement of the residence, require the Meter Reader
to gain access to the residence in order obtain a usage reading. The remaining residential water
accounts are equipped with remote meters. These meters send an electronic pulse to receptors
located on the outside of the residence. Although still manually read by the Meter Readers, these
meters eliminate the need for readers to gain access into the residence.
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In 1998, the City spent approximately $170,000 to purchase and install radio frequency meters for
the commercia customers. Approximately 80% of the City’'s roughly 600 commercial customer
accountsreceived these meters. These meters emit aradio signal containing the meter reading. As
the Meter Reader drives by the residence, a hand held unit captures the radio signal.

The information is subsequently downloaded directly into the Department’s billing system. The
remaining commercial accountsare equi pped with standard meterssimilar to those described above.

The Department bills both water and sewer services (See Sewer Department, Section 6 for amore
detailed discussion of those operations) for al customers. The Department currently operates on a
bi-monthly cycle. One month is devoted to reading and billing and another month is devoted to
collection. Payments are accepted in person, by mail, or by drop box.

Delinquencies are defined as any account with a balance older than 30 days. These accounts are
assessed a 10% late fee. For delinquencies over 60 days (one bill), the Department sends a
disconnection notice. After disconnection notices are sent and opportunities for response have
passed, a Department employee shuts-off water service to the property at the street box and the
account is turned over to a private collections attorney or an outside agency for collection.
Delinquent accounts are not written-off the system.

Table5-1 lists the Department’ s receipts and expenditures for fiscal years 1998 through 2000 and
for the 9 months ended September 30, 2001.

Water Department 5-3



City of Girard

Performance Audit

Table5-1: Water Department Receipts and Expenditures
(rounded to the near est $100)

Receipts:
Charges for Services
Miscellaneous

Total Receipts

Expenditures:
Current:

Salaries and Wages
Overtime

Fringe Benefits
Pension Plans
Water Purchases
Supplies and Materials
Other Uses

Capital Outlay

Debt Service

Total Expenditures

Receipts Over/(Under)
Expenditures

Beginning Fund Cash Balance
Ending Fund Cash Balance

For the9

months ended
1998 1999 2000 September 30, 2001
$2,183,300 $2,001,300 $2,024,400 $1,731,100
35,000 0 5,100 0
2,218,300 2,001,300 2,029,500 1,731,100
381,600 428,100 440,900 299,600
19,600 30,300 36,600 26,400
84,500 111,700 121,000 91,800
49,600 59,400 61,000 41,600
874,300 853,600 836,400 579,800
161,400 209,900 204,500 172,700
57,400 24,600 10,700 5,900
373,000 298,400 77,700 215,700
297,400 288,000 278,700 21,900
2,298,800 2,304,000 2,067,500 1,455,400
(80,500) (302,700) (38,000) 275,700
608,600 528,100 225,400 187,400
$528,100 $225,400 $187,400 $463,100°

Source: Revenue History Account Reports and Expense Reports
Note: The City utilizes a bi-monthly billing/collection cycle. Based upon the current cycle, the receipts recorded for
the 9 months ended September 30, 2001 represent five of the six collection periodsin the fiscal year or approximately
83% of theannualized recei ptswhil erecorded expendituresrepresent approximately 75% of theannualized expenditures
' This amount only includes 7 of 9 monthly payments to Niles for water purchases
2The City defaulted on the $117,500 July 2001 OWDA debt payment; otherwise, the Fund Balance woul d approximate
$346,000. The City expects to default on the January 2002 debt payment as well
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Explanations of significant differences are as follows:

In 1998, Charges for Services include approximately $238,700 in loan proceeds that were
misclassified as Charges for Services versus Loan Proceeds

INn 1999, Salariesand Wages and Overtimeincreased dueto the addition of 1 full-time Meter
Reader/Laborer at the end of 1998

In 2000, Water Purchases decreased due to lower consumption and a change in water lines
in May 2000 which allowed more water to be purchased from the City of Niles (the lowest
cost producer)

Higher Capital Outlay amountsin 1998, 1999, and 2001 were due to payments made to an
excavating company for water line work, the replacement of several water lines, and
payments for the construction of a new water tower, respectively

The 2001 Debt Service decrease was due to the default on an OWDA loan related to the
lakes purchase. The semi-annual payment approximating $117,500 wasdue July 2001. The
City expects to default on the January 2002 payment as well (refer to Debt, Section 3 for a
more detailed discussion of the City’ s debt)

In 1998, Other Uses included $55,000 spent for studies on the lakes project

The elimination of a security guard to patrol the lakes, in 2000, allowed for the decreasein
Other Uses

Key Operating Statistics

Table5-2listsvarious comparative figuresfor water department operationsfor Girard and the peer
cities. The peer city figureswere derived from documentation provided by thewater utility directors
for those respective cities.
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Table 5-2: Select Comparisons- FY 2000

Girard Cambridge East Liverpool | Peer Average
Total Residential Customers 5,401 5,554 6,200 5,877
Total Industrial/Commercial
Customers 577 271 300 286
Total Customers 5,978 5,825 6,500 6,163
Water Pumpage (millions of
gallons per day) 1.5 3-35 3.6 3.3
Total Receipts $2,029,500 $1,959,900 $3,188,700 $2,574,300
Total Expenditures $2,067,500 $2,654,200 $2,726,400 $2,690,300
Full-time Equivalent Employees
(FTE) 10.27° 10.33* 12.5° 11.42
Number of Customers per FTE 582 564 520 542
Expenditures per Customer $346 $456 $419 $437

Source: Departmental records and interviews provided by department administrators

! Amount represents active accounts as of September 2001. The Office Manager believes any changes in the number
of accounts from 2000 have been minimal

2 Amount represents average water purchased per day

3For calculation of FTE's, see Table 5-3

4 Amount excludes 7 production FTE’s who work in the water plant

5 Amount excludes 10 production FTE's who work in the water plant

Although Girard’s total number of customersis approximately the same as the peers, the City has
the highest number of industrial/commercial customers at 577. This exceeds the peer average by
291. Cambridge has the lowest number of industrial/commercia customers at 271.

Girard hasthelowest water pumpage at 1.5 million gallons per day, whichis 1.8 million gallons per
day less than the peer average. East Liverpool has the highest at 3.6. The peers higher water
pumpage is due primarily to afew large industrial customers who purchase in excess of 100,000
galons of water aday. These customers include water districts and hospitals. Girard has no
industrial customers that purchase water in these quantities.

Girard has the lowest FTE's and the highest number of customers per FTE at 10.27 and 582,
respectively. Conversely, East Liverpool has the highest FTE' s at 12.5 and the lowest number of
customers per FTE at 520.

Water Department
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Findings/Commendations/Recommendations
Saffing Assessment

F5.1 Table5-3liststhestaffing levelsfor each position and corresponding staffing levelsfor the
peer cities.

Table 5-3. Full-time Equivalent Employees by Position

Girard Cambridge East Liverpool A\E)sree:ge

Service Director .25 0 0 0
Utility Director 0 .33 5 42
Superintendent 0 0 1 5
Office Manager 1 1 0 5
Assistant Office Manager 0 1 0 .5
Foreman 1 1 0 5
Clerk 2 1 2 15
Meter Reader 1.36 23 93 .58
Meter Service 83! 177 3.07° 242
Maintenance 2 4 2 3
Semi Skilled Laborer 1 0 2 1
Laborer .83 0 1 5
Production FTE's 0 7 10 85
Total FTE's 10.27 17.33 225 19.92
Total FTE’s excluding

water production 10.27 10.33 125 11.42

Source: Organizational charts and interviews with departmental administrators

* Amount calculated based upon 8 employees (4 full time Meter Reader/L aborers, 1 Service person, and an average of
3 part-time Meter Readers) each spending approximately 17% of a 2,080 hour work year reading meters

2 Amount cal cul ated based upon 1 employee reading 5 work days amonth and spending the remaining hours asaMeter
Service person

3 Amount cal culated based upon 2 employees reading 10 work days a month and spending the remainder of their full-
time hours as Meter Service Persons

“Amount cal cul ated based upon 1 employee spending approximately 17% of a2,080 hour work year reading meters (see
footnote 1 above)

5 Amount calcul ated based upon 2 employees, 1 of which works as the Meter Reader (see footnote 2 above)

¢ Amount calculated based upon 4 employees, 2 of which work as Meter Readers (see footnote 3 above)
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Girard' s meter reading FTE s are 1.36. Thisis higher than the peers and exceeds the peer
average of .58 by .78. Cambridge has the lowest meter reading FTE s at .23.

Girard hasthelowest FTE’ s excluding water production at 10.27, which is 1.15 lower than
the peer average. East Liverpool hasthe highest at 12.5.

P)
ol
-

The City recently laid-off 2.2 FTEsin the Department.

Financial Implication: Assuming an average annual base salary approximating $31,700 per
employee, the City would save $69,700 in Salary and Wages plus Pension costs
approximating $9,400.

Assuming employee insurance costs approximate $9,000 annually, the City would also save
$19,800 with reduced insurance costs.

The City will incur certain employee costs approximating $29,900 related to these
reductions.

If these empl oyees remained and received wage increases of 3.25% and 3.5% for 2002 and
2003, respectively, the Enterprise Water Revenue Fund’ s positivefinancial impact would be
$71,200 and $105,700 for each of those two years.

Assuming salary adjustments approximate 3.25% for fiscal years 2004 through 2006, the
Enterprise Water Revenue Fund’ s positive financial impact would be $109,100, $112,600,
and $116,300 for those three years, respectively.

Rate Structure

F5.2 Water rates are approved by the City’s Service Director. Table 5-4 shows the water rates
charged by the City and the peers.
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Table 5-4: 2000 Water Rates per 1,000 gallonsfor Customers Residing Inside

and Outside City Limits

Girard Cambridge East Liverpool Peer Average
Insidet Outside! Inside Outside Inside Outside Inside Outside
4.06/3.66 5.67/5.12 2.59 3.89 3.70 4.70 3.15 4.30

Source: Interviews with departmental administrators
! Girard water rates are tiered based upon consumption. The higher rateis paid for each 1,000 gallons consumed up
to 10,000 gallons. Any additional consumption is charged at the lower rate

F5.3

The City’s inside and outside water rates are highest of the peers. Using the rates for
consumption up to 10,000 gallons, Girard’s inside rate of $4.06 and outside rate of $5.67
exceed the peer averages by $.91 and $1.37 per 1,000 gallons, respectively.

Cambridge has the lowest water rates at $2.59 and $3.89 for customers inside and outside
the city, respectively.

One reason for the higher rates in Girard, asillustrated in Table 5-2, is the peers’ higher
water pumpage. By having higher consumption over which to spread department costs, the
peers are able to charge less per 1,000 gallons consumed.

Approximately 70% of total water purchases are made from the City of Niles, 15% from the
City of Y oungstown, and 15% fromtheVillageof McDonald. Fully executed contractswith
thewater supplierswererequested in order to perform rate comparisons. However, only the
current contract with the Village of McDonald dated June 29, 2000 could be located by the
City.

The City Service Director believesthe most recent Y oungstown and Niles contracts expired
several yearsago. The Y oungstown contract expired on December 31,1996 and the Niles
Superintendent of Water and Wastewater asserted that contract expired on December 31,
1997.

Y oungstown has continued to supply water under the terms of the expired contract.
Y oungstown’s expired contract reflects Girard' s rate will be adjusted as rates increase for

Y oungstown’s “inside city users.” No rate increases have occurred since 1996.

Niles has aso continued to supply water under the terms of the expired contract as well.
Niles' expired contract reflectsthat water is supplied at 40% above the “lowest rate per unit
of usage charged to [a] non-contract water purchaser within the corporate limits of the City
of Niles.” Although Girard’'s rates were increased, Girard was unable to provide any
documentation to support Niles' rate increases since 1996.
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R5.2 Giventhat Water Purchasesfrom Y oungstown, Niles, and McDonald materially and directly
impact the City’ s water rate structure, the City should ensure it maintains a complete and
accuratefileof all correspondenceto and fromitswater suppliers, including current and fully
executed contracts. Without current contracts, it is difficult for the City to assess whether
rates are sufficient to cover current operating costs, debt service requirements, or future
capital projects.

In lieu of contracts, supplier bills were used for rate comparison purposes. Table 5-5
illustrates the changesin rates from suppliers aswell asthe changein ratesthe City charged
since 1995.

Table 5-5: Rates Charged by Suppliersand Rates
Charged by Girard (per 1,000 gallons)

Niles Youngstown McDonald Girard
% % % Rate %
Rate? Increase Rate? Increase Rate® Incresse | inside/outside* Increase

$3.83/3.45

1995 $1.20 - $1.82 - $1.61 - 5.35/4.83 -
3.83/3.45

1996 1.20 - 1.82 - 1.61 -- 5.35/4.83 -
3.83/3.45

1997 1.20 - 1.82 - 1.70 5.6 5.35/4.83 -
3.83/3.45

1998 1.20 - 1.82 - 1.70 -- 5.35/4.83 -
4.06/3.66

1999 1.44 20 1.82 - 1.70 -- 5.67/5.12 6
4.06/3.66

2000 1.44 - 1.82 - 1.98 16.5 5.67/5.12 -
4.06/3.66

2001 1.44 - 1.82 - 1.98 -- 5.67/5.12 -

Source: Billsfrom suppliers and City departmental memos

'Ratesfor Girard aretiered for usage up to 10,000 gallons and over 10,000 gallonswith higher rates paid by customers
living outside the City

2Niles and Y oungstown hill based upon usage measured in hundred cubic feet. Therefore, the consumption for each
bill was multiplied by .748 to convert the usage into 1,000 gallons. Rate equals total bill divided by converted usage
3From 1995 until 1999, McDonald billed Girard using tiered rates on usage for thefirst 10,000 gallons, the next 20,000
gallons, and over 30,000 gallons. Additionally, from 1995-1996, McDonald charged a $400 fuel charge and a.29107
capital improvement charge per 1,000 gallonsconsumed. From 1997 until 1999, McDonald charged a$200 fuel charge
and a.25579 capital improvement charge per 1,000 gallons consumed. Beginning in 2000, McDonald began charging
$1.98 per 1,000 gallons. For purposes of comparison, the ratesreflected for 1995-1999 were cal cul ated based upon the
total bill divided by total consumption for selected bills from the respective years
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From 1995 through 1996, the supplier and City rates did not change. During 1995, the City
purchased the Girard lakes for approximately $2.5 million (See Debt, Section 3 for amore
detailed discussion of the City’ sdebt). Thesupplier and City ratesremai ned unchanged until
1997 when McDonald’ sratesincreased 5.6%. Niles' rateincreased 20% during 1999 while
McDonald's rate increased another 16.5% in 2000. Y oungstown’'s rate has remained
unchanged since 1995.

Since 1995, cumulative supplier ratesincreased 20%, 0%, and 23% for Niles, Y oungstown,
and McDonald, respectively. Girard s rates increased 6% for the same time period.

The City incurred substantial debt to purchasethe lakes; yet six years after the purchase, the
lakes have not been devel oped into apotablewater source, which would generate substantial
receipts for the City and, in particular, the Department. Rather, the lakes currently generate
inconsequential receipts (See Debt, Section 3 for amore detailed discussion of the lakes).

The Service Director believes that, in the past, the City purposely avoided passing on
supplier rate increases to the City customers. In keeping with this practice, Table 5-5
demonstrates that, despite substantial increases from Niles and McDonald, the Department
increased the rates marginally during 1999 and not sincethen. Asaresult, asnotedin Table
5-1, rates charged to customers have been insufficient to cover Departmental expenditures
for the past threeyears. Using the most current information and assuming the debt payments
had been made, the operating deficiency of expenditures over receipts for the year ended
December 31, 2001 is projected to be approximately $145,100. The City should evaluatethe
rate structure and consider whether the current rate is sufficient to cover the cost to supply
the water, service existing debt, and fund future capital projects. Aspart of theanalysis, the
City should also consider anticipated increases in employee compensation and benefits.
Additionally, because water rates generate a significant portion of the City’ s revenues, any
changes in the rates should include City Council involvement and approval.

Presuming 80% of the purchased water is billed to the City’ s customers and subsequently
collected, averageannual billed water consumptionwould approximate 438 milliongallons.
Based upon 438 million gallons, each 1% increase in the current rate, would generate
approximately $20,000, each year. Using thisamount, the City should increase water rates
by 7%. Thiswould ensurethat the Department is ableto cover all operating costs for 2002.
Additionally, during 2002, City Council should pass an ordinance which automatically
adjusts the annual water rate based on an annual inflation index, without further action by
either City Council or City administrators. These rate increases would allow the Enterprise
Water Revenue Fund to begin building amodest fund cash balance which would be used as
start-up or seed money for the City’ slong-term capital needs. Oncealong-term capital plan
is developed, the City will need to fund that plan through a water rate adjustment or some
other means. See R5.14 for further discussion of the City’ s capital improvement plan.
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Financial Implication: If the City increases current water rates by 7%, the Enterprise Water
Revenue Fund would be positively impacted by approximately $140,000, each year.
Additionally, if the City also ingtitutes an inflationary rate increase of 3% each year,
beginning in 2003, the Enterprise Water Revenue Fund would be positively impacted by
approximately $67,200, $69,200, $71,300, and $73,400 for the fiscal years 2003 through

2006, respectively.

Billing and Collections

F5.4 Table5-6 summarizes various meter reading data for the City and the peer cities.

Table5-6: Meter Readin

Girard Cambridge East Liverpool Peer Average

Meter Reading Cycle Bi-Monthly Quarterly Monthly --

Total Customers 5,978 5,825 6,500 6,163
Meters Read per Y ear 35,868 23,300 78,000 50,650
Meter Reading Employees g 1 2 15
Meter Reading FTE's 1.36 .23 .93 .58
Potential Meters Read per FTE

per Month 2,198 8,442 6,989 7,716
Target Reads per Day 100 375 325 350

Source: Department narratives and interviews with water department administrators
! Employeesinclude 4 full-time Meter Reader/Laborers, 1 Service person, and an average of 3 part-time Meter

Readers

Although Girard and the peers have similar numbers of customers, differences in meter
reading cyclesimpact the number of metersread per year. With abi-monthly reading cycle,
Girard’ smetersread per year of 35,868 is 14,782 |essthan the peer average. East Liverpool
has the highest meters read per year with 78,000, while Cambridge has the lowest with

23,300.

Girard has the lowest potential meters read per FTE per month at 2,198, which falls well
below the peer average of 7,716. Cambridge hasthe highest potential metersread with 8,442
and East Liverpool has 6,989. Additionaly, Girard also has the lowest target reads per day
of 100, which is 250 less than the peer average. The primary reason for these lower figures
Is Girard’ s higher usage of standard meters. See F5.6 for additional information regarding

the use of standard meters.
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F5.5 Asindicated in Table 5-6, the FTEs and actual number of employees utilized by Girard to
read metersis significantly higher than the peers. Because the number of part-time Meter
Readers varies from cycleto cycle, the Department utilizes between 7 and 11 employeesto
read meters during any given cycle as opposed to 1 or 2 for the peers. Meter
Reader/Laborers assist with meter reading when schedules in their primary departments
permit. During the 6 reading cycles from December 2000 through October 2001, reading
hoursfor individual full-time Meter Reader/Laborers ranged between 11 and 127 hours per
cycle. Except for instances of sick and vacation leave, the Service person assists during
every meter reading cycle. Part-time Meter Readers are utilized, as needed, according to
their availability. Meters areread over aperiod of 2 to 3 weeks.
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The Department should develop a more consistent meter reading scheduling approach. By
establishing aproactive, planned approach based upon the number of metersto beread, aset
number of readers, and adefined period of timeto accomplishthetask, the Department could
accomplish more uniform reading patterns and eliminate avoidable scheduling issues.

Information obtained from the Office Manager indicates that approximately 480 hours are
used each cycle to read the City’s approximate 6,000 customer meters. The Department
should explore alternative meter reading cycles to facilitate cash flows, decrease
expenditures, and create a consistent system for reading, billing, and collecting. Select
possible alternatives are as follows:

° Assign 6 Meter Readersfor 40 hoursaweek for 2 weeks during each of the 6 reading
cycles. As noted in Table 5-3, each meter reading employee currently devotes
approximately 17% of a2,080 hour work year (360 hours annually) to meter reading
duties. This aternative would require the 6 employees to devote an additional 6%
of their annual hours (approximately 21 hours per reading cycle) to meter reading
functionswhilealeviating 2 of the current meter readers of all meter reading duties.
Although thisalternative changestheall ocation of the City’ smeter reading resources
and creates more consistent reading and billing, no cost difference occurs.

Water Department 5-13



City of Girard Performance Audit

° Change the reading and billing cycle to allow one half of the meters to be read and
billed every month with collections occurring in the subsequent month. Under this
aternative, each of the City’s customers would be billed 6 times a year, as is the
current practice, and approximately 3,000 meters would be read each month. This
aternative could be accomplished by utilizing 2 full-time employees to read meters
for 40 hours a week for 3 weeks each month. During non-reading occasions, the
employees could assist with other billing and collection duties. In addition to
eliminating the need for part-time M eter Readers, thisalternativereleases 3 full-time
employees to their respective departments. Aswith the first alternative above, this
aternative changes the allocation of the City’ s meter reading resources and creates
more consistent reading and billing, but has no impact on meter reading costs.
However, this alternative smooths the water and sewer receipt streams, alowing
approximately one half of each cycle' s receipts to be collected each month.

° Change the reading and billing cycle to allow one third of the meters to be read and
billed every month with collections occurring in the subsequent month. Similar to
Cambridge' s methodology, each customer is billed quarterly and the number of
meters to be read each month is reduced to one third of the total or approximately
2,000 meters. The Department could utilize 2 employees for 2 weeks each month.
In order to lessen the impact on the primary department of each Meter
Reader/Laborer, however, the Department could alternatively utilize the 4 existing
full-time meter readers, each reading for 1 week each month. This method would
allow each meter to be read 4 times a year, instead of 6, which would reduce the
annua hours devoted to meter reading from approximately 2,880 to 1,920. In
addition to eliminating the need for the part-time Meter Readers, this alternative
permitsroughly onethird of each cycl€e sreceiptsto be collected monthly and creates
an annual cost savings of approximately $6,000 in meter reading costs.

Theaboveaternativesare only select examplesthat may add valueto the City’ swater meter
reading and billing process. The City should also consider other meter reading alternatives
before selecting one of these scenarios.

Financial Implication: If the City implemented the third alternative meter reading schedule
listed above, the Enterprise Water Revenue Fund could recognize an annual financial impact
of approximately $6,000.
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F5.6 Asreflected within Table 5-6, Girard has the lowest Potential Meters Read per FTE per
month and thelowest Target Reads per Day of the peers. The primary reason for theselower
figuresisthe number of standard metersused, which requirethe Meter Reader to gain access
to the property before obtaining a reading. Approximately 5,200 of the City’s active
customers have standard meters as opposed to less than 1,500 customersin Cambridge and
zero customersin East Liverpool. Both Cambridge and East Liverpool utilize meters that
permit ahand-held deviceto capture areading by cominginto contact with aremotereceptor
located outside theresidence. See F5.21 and F5.22 for further discussion regarding meters.

F5.7 For al residential customers, the City Meter Readers record the readings on individual
account cards maintained in meter route books. In the event that Meter Readers are unable
to gain accessto the property to record areading, anotation is made on the account card and
a notice, which includes a detachable response postcard (to allow customersto mail in the
reading), is left at the customer’s residence. If the customer supplies a reading, either by
postcard or phone, a separate notation is made on the account card and the bill is generated
based on that reading.

F5.8 After each route book is completed, the book is turned over to a Clerk for processing.
During processing, the Clerk enters the readings into the Department’s computer system.
The Clerk attaches a paper clip to each account card that shows an unusually high or low
reading or has been estimated for more than three cycles. Each paper-clipped page results
in a service call, or “pick up”, by the Service Person. During each reading cycle,
approximately 500-600 pick upsaremade, of which approximately 80% arefor accountsthat
have been estimated for more than 3 reading cycles. In these instances, the Service Person
attemptsto obtain an actual reading. If heisunableto gain accessto the residence, anotice
isleft on the door instructing the customer to schedule an appointment for areading. Inthe
event that the account is estimated for more than 4 reading cycles, afinal noticeisleft onthe
door stating that the water will be shut-off if an appointment is not scheduled.
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Since documentation of past estimated reads existsin the route books, the Department should
consider having meter readers|eave the appropriate notices during the course of their routes.
Thiswould eliminate the need for a second trip to the account by the Service person which
would create approximately 73 hours each reading cycle, or about 438 hours each year, for
the Service person to perform other Department duties.
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As noted within F.5.7, customer supplied readings are used to generate bills; however, no
policy existsto verify whether repeated customer supplied readingsare checked for accuracy.
The Office Manager indicated that repeated customer supplied readings do not generate a
“pick up” asisthe casewith estimated readings. Instead, those readings aretreated as actual
meter reads. The Department should establish a policy to ensure that customer supplied
readings are periodically checked for accuracy. By having a Department employee take an
actual reading at least once a year, the Department would gain assurances that meters are
accurately recording consumption and customer supplied readings are reasonable.

For 80% of the Department’s 600 commercial customers, the Meter Reader captures the
information using a hand-held electronic device that receives aradio signal from each radio
frequency meter as the Meter Reader drives by the account. For accounts that are not
equipped with radio frequency meters, the Meter Reader visually reads the meter and
manually inputstheinformationinto the hand-held device. After all commercial metershave
beenread, the M eter Reader downl oadsthereadingsinto the Department’ scomputer system.

The Office Manager generates and reviews various reports to ensure the readings are
reasonable. Withinformationfromthesystem generated“ MR-4" report, the Office Manager
manually records each reading on theindividual account cards maintained in the route book.
Accordingtothe Office Manager, thisprocedureisperformed to compensatefor deficiencies
in the computer system and the format of the reports created by the system. Specific
deficiencies noted by the Office Manager include the treatment of accounts classified as
“temporarily off” (“T” accounts), theinability to easily identify customer accounts reported
on the exception report, and the failure to include an account’ s total period consumption on
the exception report.

Because of system programming and report formatting issues, the Department does not
realize the full efficiency of the radio frequency technology. Although the Service person
revealed that since its implementation, the technology has reduced reading time for
commercia accounts by 75%, the Office Manager contends that any time saved is used to
review and edit the system reports. By recording the information on the individual account
cards, the Office Manager is, in essence, converting the technology back into a manual
system. The Department, working in conjunction with the software supplier, should
investigate possible programming and formatting changes, which would eliminate the need
to manually track the readings.
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F5.11

F5.12

F5.13

Because of theunique nature, “ T” accounts create a specific problem for theradio frequency
system. Based upon the system parameters, no bill is generated for any account with this
classification. Therefore, any consumption noted during meter reading will not be recorded
asthe software systemonly reportsthelast readingbilled. Thecurrent Departmental practice
is to use this classification for all City owned buildings, accounts which previously
experienced an over billing, accounts which need afinal reading, or certain other reasons.
Under the manual system, consumption by City owned buildings could be tracked with no
billing ramifications. However, sincetheimplementation of radio frequency technol ogy, this
isno longer possible. One possible solution would be to create a separate classification for
accounts that require consumption tracking without bill generation.

With respect to problems with the exception report, the Office Manager believes the meter
reading program is capable of producing numerous reports. However, she has never been
trained to generate any additional reports. The Office Manager should contact the software
supplier to gain a full understanding of the other available reports. If no other suitable
exception report isavailable, the Office Manager should examinewhether the system hasthe
ability to run query type reports, which might provide the needed information. Another
possible solution would be to investigate whether the current exception report could be
reformatted to i nclude other information such as customer name and total consumption since
the last reading. By consulting with the software supplier and finding solutions for the
problems currently encountered, the Office Manager could limit review of the commercial
accounts to those included on the exception report as opposed to all accounts.

After all readings areinput into the system, tria billing reports are generated and reviewed
by the Office Manager and/or the Clerks for reasonableness. The utility bills are then
generated by the system on perforated postcards. All bills are mailed out on the last day of
the month or thefirst day of the next month and payments are due by the 15" of the month.

Customers may pay their bill by mail, at the customer window, or by depositing payment in
the Department’ s drop box. Mail is opened and the drop box is emptied every day. After
payment amounts are verified to the billing stub, stubs are marked as “paid” in different
colors of ink on either the front or back of the stub depending on the payment option used.
In the event that a partial payment is received, the amount collected is also documented on
the stub.

Paymentsare posted to customer accountsdaily and an“ RP4" report isgenerated. Thisreport
isreconciled to the daily receipts and the total of the respective billing stubs. Daily receipts
are delivered to the bank by the Police Department. A Department employee travelsto the
bank separately to complete the transaction and obtain two copies of the bank transaction
dlip. One copy is delivered to the City Auditor’ s Office and one copy is maintained by the
Department.
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F5.14 Daily receipt totals from the “RP4" reports are entered into an Excel spreadsheet based on
the type of receipt (i.e. water sales, sewer charges, tap ins, etc.). At the end of each month,
Department pay-ins are generated based on monthly totals from the Excel spreadsheet and
reconciled to the sum of the bank transaction dlips. Once reconciled, the pay-ins and the
spreadsheet are delivered to the City Auditor’s Office. The City Auditor’s Office posts
amounts to the accounting system based upon the pay-ins.

F5.15 Department month-end reports are generated by the system and maintained in binders. The
Office Manager also generates several monthly reports using Excel. These reportsinclude
route book assignments, daily pit readings for the month, requisitions for Department
expenditures, long distance phone calls, various employee productivity reports, water loss
for the billing cycle and a summary of information included on the system delinquency
report. The Office Manager inputs information contained on monthly system generated
reportsinto various other Excel spreadsheets for purposes of year-end reports. These year-
end reports include the water report, the sewage report, and the water revenue report.
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The Department should review the various Excel spreadsheet reports to determine whether

the information is maintained elsewhere. If theinformation is already maintained either by
the system or in manual logs, these additional spreadsheets should be eliminated.

Delinquencies

F5.16 Table5-7 summarizes the collection procedures and policies of Girard and the peer cities.
The due dates and days to notices are all based on the date of issuance of the original water

bill.
Table5-7. Collection Comparison
Peer
Girard Cambridge East Liverpool Average
Days until payment due 15 30 15 23
10% of current 10% of current
Late Fees bill $20* bill -
Days to second notice 21 31 16 24
Days to third notice 80 -- -- -
Days to Service Termination 105 45 24 35
Return Service Fee $25 $20 $15 $18
Source: Department narratives and interviews with water department administrators
!Latefeeis not assessed until extended due date noted on the second notice has expired
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As noted in Table 5-7, the Department has the highest number of days until service
termination and isthe only city that sends athird notice prior to service termination. Under
the Department’ s current practices, the second notice (a“ Friendly Reminder”) only informs
customers that their payment has not been received. The third notice (a “Disconnection
Notice”) isonly sent out to customerswho have abalance of morethan one bill and provides
an extended due date. The extended due date is approximately 15 days after the date of the
third notice and terminations generally begin approximately 10 days after that date.
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The Department should consider reducing the number of days to termination. Thiswould
generate faster recovery of delinquent accounts and allow for lower outstanding amounts.

One possible solution would be to include an extended due date on the second notice, after
which termination could begin. Thiswould eliminate the need for athird notice and reduce
the Department’ s number of days to service termination.

F5.17 Table5-8 reflects delinquencies at December 31, 1998, 1999, 2000 and October 31, 2001.

Table 5-8: Delinquency Balancesfor Combined Water/Sewer Bills
(rounded to the near est $100)

Over 90 Days Total Due
12/31/98 $167,200 $207,500
12/31/99 170,200 234,300
12/31/00 195,500 256,900
10/31/01 211,700 242,500

Source: Aged Trial Balance Reports
Note: Because September represents a collection month (as opposed to a billing month like December), 10/31/01
amounts were used

Because the Department does not write-off any accounts, total delinquencies include
numerous accounts that are several years old. Delinquencies over 90 days and total
delinquencies increased slightly over the past few years. A $25,000 increase approximates
1% of the total annual receipts.
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R5.10 The City doesnot havea“true’” Aged Receivables Report. Althoughthe Aged Trial Balance
Report reflects current balances and balances at 30, 60, and 90 days, current balancesreflect
significant credit balances. In order to better manage delinguencies, the City should consult
with the software supplier to determine the parameters used and to assist in making any
necessary corrections to the system.

Additionally, the City should examine the delinquencies to determine the probability of
collection. The City should establish a policy alowing older accounts that have been
through the collection process without positive result to be written off the system.

Water Loss

F5.18 The difference between the amount of water received by the Department from its suppliers
and theamount billed to customersistermed water |oss. Water |0ss can be caused by several
factorsincluding line breakage or leakage, fire department usage, “free” water provided to
City departments, flushing of hydrants, and the theft of water. The Department currently
monitors water 10ss by taking pit readings at the 5 locations where water enters the system
from the suppliers and comparing the total inflow to the total usage as defined by the total
amount billed to their customers for atwo month period. Table 5-9 shows the water loss
percentages reported by the Department for 1999 through September 2001.
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Table 5-9: Water Loss by Billing Cycle
(rounded to the nearest 100)
GallonsInflowing | Gallons Consumed
from Suppliers by Customers Per centage

Billing Cycle (in 000's) (in 000's) Difference L ost
December 1998/January 1999 84,900 71,700 13,200 15%
February/March 88,900 71,300 17,600 20
April/May 83,300 69,500 13,800 17
June/Jduly 102,200 72,700 29,500 29
August/September 93,400 82,400 11,000 12
October/November 88,700 76,500 12,200 14
Average Water Loss
Per centage 1999 18%
December 1999/January 2000 87,900 72,400 15,500 18%
February/March 84,500 67,000 17,500 21
April/May 85,600 67,600 18,000 21
June/Jduly 89,500 68,900 20,600 23
August/September 90,900 74,100 16,800 19
October/November 90,000 76,600 13,400 15
Average Water Loss
Per centage 2000 19%
December 2000/January 2001 88,200 69,600 18,600 21%
February/March 87,800 71,000 16,800 19
April/May 96,300 69,300 27,000 28
June/Jduly 97,000 76,900 20,100 21
August/September (see F5.19) 85,800 81,300 4,500 5
Average Water L oss
Per centage to Date 2001 19%

Source: Water Loss reports and Water reports
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F5.19 The reason for the drastic reduction in water loss for August/September 2001 is presently
unknown. The Office Manager contendsthat amathematical error inthe cal cul ation of water
flowing in from suppliers may have occurred. The Service Director, however, attributesthe
reduction to better monitoring of the system and faster response time to line breaks. No
evidence was provided to support either claim.
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The Department should attempt to reduce water loss through various measures. Because

water usage by City owned buildings is already metered, one possible solution is to hill
individual departments for their usage. Another possible solution is to increase effortsin

leak and break detection through closer monitoring of meters and lines.

Based on an average annual inflow of approximately 550 million gallons of water, for every
1% of water loss recovered, the Department could reduce expenditures by approximately

$8,000.

Capital Improvement

F5.20 The Department maintains approximately 80 miles of water line, 2 active pumping stations,
3 holding tanks, 525 hydrants and approximately 6,400 meters. Table 5-10 illustrates the
approximate age of the system.

Table5-10: Ageof Water Infrastructure

Per cent of Number of Number Per cent of Per cent of
Agein Years Water Line Pump Stations | of Tanks Hydrants Meters
0-10 5 0 2 20 20
11-50 40 0 1 70 50
51-75 40 2 0 10 25
76 - 100 10 0 0 0 5
Over 101 5 0 0 0 0

Source: Discussions with department personnel and City Engineer

! Amount represents the age of the buildings. The actual pumps range in age from 5 to 15 years old

Using 50 years as abenchmark, 55% of the City’ swater lines are older than the benchmark.

Using a March 2001 water main project estimate, the average cost to replace water lines
within the City approximates $135 per foot. Therefore, the potential future capital cost to
replace 55% of the City’ s water lines approximates $31 million.
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The system used to deliver water to the City’ s customersis made up of anumber of tangible
assets, each with alimited useful life. In order to better plan for future capital projects, the
City should develop a clearly defined assessment of the remaining useful lives of these
assets. By maintaining detailed records regarding general maintenance and repairs made to
the system, the City may be able to determine when any given asset may need replaced.

As noted in F5.6, the Department relies primarily on standard, manually-read meters to
measure customer water consumption. In the mid-1990s, the City began installing remote
meters on new homes. According to the Service Director, the City originally intended to
install remote meterson all residential accounts. This plan, however, was abandoned afew
years later because a portion of the remote receptors do not accurately reflect readings as
recorded by the meters inside the homes. These problems are primarily due to dirty or
corroded connectionwires. Intheseinstances, the remotereceptor generally reflectsalower
reading than the meter in the house. The Service Director believesthat approximately 10%
of the remote meters do not function properly. A report generated by the Office Manager
reflects that 51 out of 347, or approximately 15%, of the remote meters do not work. The
Office Manager stated, however, that some of the 51 inaccurate remote meters are presently
on non-active accounts.

In 1998, the Department contracted with Neptune Equipment Company for an automatic
meter reading project for $170,000. The project was intended to install radio frequency
metersin all commercial accounts and the original bid specifications were for the purchase
and installation of 542 radio frequency meters. Prior to and during theinstallation, the water
billing office reclassified an additional 197 accounts as commercia. Although the City
instructed Neptune Equipment Company to include the additional accounts in the project,
no approva from City Council was obtained. After it was discovered the project was
exceeding the budget and the total cost was expected to increase $63,000, the project was
halted. It was later determined that, at the time the project was suspended, Neptune
Equipment Company supplied all 739 meters, of which 497 wereinstalled at atotal cost of
$186,300, or $16,300 over the original contracted price. In order to reduce the total cost (at
the time the project was suspended) to the original contracted price of $170,000, the City
returned 93 of the 242 uninstalled meters to Neptune Equipment Company. Despite the
original intent of the project, approximately 20% of the City’s currently active commercial
accounts are not equipped with radio frequency meters.

In January 2000, bids were accepted by the City for asecond project for the residential phase
of theradio frequency water meter program. Dueto the City’ sfinancial problems, however,
this project was never awarded.
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Although some problems have been encountered with the system as noted in F5.10, the
Service Director and the magjority of Water Department employees contend it has
dramatically improved the meter reading process.

Because of the advanced age of many of the system’s existing meters and problems
encountered with remote meters, the City should consider replacing al meters with radio
frequency meters at some future point in time. Additionally, the City should investigate
having customers bear the cost of the project. After determining thetotal cost of the project,
the City could establish a cost per customer and allow their customersthe option of making
a one-time payment or spreading the cost over a limited number of water bills. In this
manner, all meters could be replaced within afew years, at no direct cost to the City. The
Department would significantly reduce the number of hours necessary for meter reading and
possibly decrease water lossfigures due to more accurate readings. Additionally, giventhis
technol ogy, the Department could accel erate the reading, billing and collection processesto
occur on amonthly basis, which would result in positive cash flow impacts.

Due to the City’'s current financial condition, however, this project should be considered
secondary to other recommendations contained within this report. The City should
concentrate efforts on projects with more immediate financial impacts to increase revenues
and/or decreasecosts. Additionally, becauserateincreasesmay result from R5.3, thisproject
should be delayed to avoid unnecessarily burdening the City’ s customers with an additional
cost.

In 1999, the Weathersfield pumping station was shut down because the motors were too
small to handle the water flow according to the Ohio EPA. At that time, a bypass was
installed to provide the area with water from the Village of McDonald.

In 1999, the City started a project to obtain water exclusively from the City of Niles. The
City completed Phase | of the project, which consisted of building the Tibbits Wick tower
and shutting down the Liberty Street linein early 2000. However, dueto financial problems,
Phase Il of the project, which consisted of building a new pumping station and installing a
larger line to the Trumbull Hill area, was abandoned.

Asnoted in F5.21 through F5.24, the City has displayed atendency to start a project but not
fully completeit. This practice has proved to be costly to the City and contributed to the
deficiencies of expenditures over receipts noted in Table 5-1. The Department should
establish aclearly defined capital improvement plan. That plan should be used for long-term
capital planning and forecasting. This plan should list all capital improvement projects,
projected severa years in advance. Additionally, the plan should identify the revenue
sources to fund those projects prior to their undertaking.
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Sewer Department

Background
This section of the performance audit focuses on the Girard Sewer Department operations.

Chart 6-1: Organizational Chart

Service Director
1

Acting Superintendent/Chief Operator
1

Pretreatment Coordinator Maintenance Mechanic Electrician Operator Clerk Heavy Equipment Operator
1 1 1 3 1 1

Summary of Operations
The Girard Sewer Department is primarily responsible for the following functions:

Maintain the City’' s sewer lines, pumps, and meters

Operate lift stations throughout the system

Operate the treatment plant facility

Comply with Ohio Environmental Protection Agency (EPA) regulations
Monitor wastewater from industrial users

The City’ s sanitary collection system consists of approximately 270,000 linear feet of sewer line.
The average treated flow at the facility is 3.1 million gallons per day (MGD). Thedesignflow is5
MGD while the peak wet weather flow is 7.2 MGD. Two lift stations convey sewage through the
system to the wastewater treatment plant. Wastewater is processed, at the treatment plant, using a
seriesof grit chambers, settling tankswith sludge removal equi pment, filtersand chemicals. Effluent
(treated) water isdischarged into the Little Squaw Creek, which ultimately flowsinto the Mahoning
River. Meanwhile, sludge is mixed with polymers, pumped through a series of belts and rollersto
remove water, and transported to a landfill.
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The Department isrequired to complete and submit monthly operating reportsto the Ohio EPA with
respect to levels of specific metalsand chemicals present in the wastewater at various points before,
during, and after treatment. Flow sampling is performed both manually and by automatic sampling
machines. As part of the pretreatment program, the Department also anayzes wastewater
discharged into the system by approximately 10 industrial users.

For most of the City’ scustomers, sewer chargesare based upon water consumption and incorporated
into the bi-monthly water bills. Certain larger customers, including Trumbull County, receive
monthly sewer bills based upon contracted rates per million gallons of sewage treated. The Water
Department also processes billings, pursues delinquencies, and identifies the Sewer Department’ s
respective share of collections.

In October 1999, the State of Ohio and the City were parties to a consent order with respect to
allegations made by the Ohio EPA regarding violations by the City of certain National Pollution
Discharge Elimination System (NPDES) Permit requirements and other water pollution laws.
References to various requirements of this consent order are made throughout this section.

Table6-1 liststhe Department’ s actual receipts and expenditures for the fiscal years 1998 through
2000 and for the 9 months ended September 30, 2001.
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Table 6-1:

Sewer Rental Fund Receipts and Expenditures
(rounded to the near est $100)

For the9
months ended
1998 1999 2000 September 30, 2001
Receipts:
Charges for Services $1,429,000 $1,472,400 $1,409,300 $1,163,000
Miscellaneous 55,300 9,300 108,500 60,700
Total Receipts 1,484,300 1,481,700 1,517,800 1,223,700
Expenditures:
Current:
Sdaries and Wages 396,300 405,800 422,400 291,700
Overtime 16,000 14,600 9,300 4,700
Fringe Benefits 109,300 120,400 137,500 95,900
Pension Plans 53,700 55,000 54,300 36,100
Supplies and Materials 432,800 595,000 400,400 267,500
Other Uses 58,700 147,100 105,900 11,000
Debt Service 450,300 450,300 450,300 0
Total Expenditures 1,517,100 1,788,200 1,580,100 706,900
Receipts Over/(Under)
Expenditures (32,800) (306,500) (62,300) 516,800
Beginning Fund Cash Balance 148,700 115,900 (190,600) (252,900)
Ending Fund Cash Balance $115,900 ($190,600) ($252,900) $263,900"

Source: Revenue History Account Reports and Expense Reports

Note: The City utilizes abi-monthly billing/collection cycle. Based upon the current cycle, the receipts recorded for
the 9 months ended September 30, 2001 represent five of the six collection periodsin the fiscal year or approximately
83% of theannualized recei ptswhilerecorded expendituresrepresent approximately 75% of theannualized expenditures
'The City defaulted on the $225,125 July 2001 OWDA debt payment; otherwise, the Fund Balance would approximate
$38,800. The City expects to default on the January 2002 debt payment as well
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Explanations of significant annual differences are as follows:

The decrease in Charges for Services for 2000 was due primarily to an approximate 4%
decrease in water consumption from the prior year

Higher Miscellaneous recei pts amounts in 1998 and 2000 were due primarily to a $37,500
fine collected from Camcar-Textron and $99,400 from Trumbull County for their share of
the wastewater facility debt

Theincreasein Suppliesand Materialsin 1999 was due primarily to the payment of $77,000
in civil penalties in accordance with the consent order with the Ohio EPA and an increase
of approximately $40,000 in operating and maintenance expenditures for various repairs
Increasesin Other Usesin 1999 and 2000 were due primarily to special projects (emergency
digester repairsin 1999 and an addition to the plant garage in 2000)

The 2001 Debt Service decrease was due to the default on an OWDA loan related to the
Sewer Treatment Plant Upgrade. The semi-annual payment approximating $225,000 was
due July 1, 2001. The City expectsto default on the January 2002 payment aswell (refer to
Debt, Section 3 for amore detailed discussion on the City’ s debt)
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Key Operating Statistics

Table6-2 listsvarious comparative figuresfor sewer department operationsfor Girard and the peer
cities. The peer city figures were derived from documentation provided by the utility directors for
the respective peer cities.

Table 6-2: Select Comparisons- FY 2000

Girard Cambridge East Liverpool A\Zeree:ge
Total Residential Customers 3,893 5,554 5,500 5,527
Total Industrial/Commercial
Customers 399 297 300 299
Total Customers 4,292 5,851 5,800 5,826
Total Receipts $1,517,800 $2,325,300 $1,187,800 $1,756,550
Total Expenditures $1,590,700 $1,731,900 $1,187,100 $1,459,500
Full-time Equivalent Employees
(FTE's) 10.08° 12.33 125 12.42
Miles of Sanitary Sewer Line 51 120 115 118
Design Flow in MGD 5MGD 3MGD 2.7MGD 29MGD
Peak Wet Weather Flow in MGD 7.2MGD? 6 MGD 6 MGD 6 MGD
Average Flow in MGD 3.1MGD 25MGD 2.6 MGD 2.6 MGD
Percent of Design Capacity Used 62% 83% 96% 90%
Expenditures per Million Gallons
of Average Flow $1,400 $1,897 $1,250 $1,574
Sludge or By-product Disposal Landfill | Land application Landfill --

Source: Departmental records and interviews provided by department administrators

! Amount includes active accounts as of September 2001. The Office Manager believes changes in the number of
accounts from FY 2000 have been minimal

*For calculation of FTE's, see Table 6-3

¥ Amount represents the amount of wastewater that can be treated. Because of the additional plant capacity provided
by a holding tank at the facility, peak wet weather flow can reach 12 MGD without incidence of overflow; however,
excess flow is diverted to the holding tank without treatment. At some future point, the holding tank contents are
processed through the facility and treated
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Girard hasthe lowest number of total customersat 4,292, whichis 1,534 lessthan the peer average.
Of thosetotal customers, Girard hasthe highest number industrial/commercial customerswith 399,
compared to 297 and 300 for Cambridge and East Liverpool, respectively.

Girard has the lowest FTE's with 10.08, which is 2.34 |ess than the peer average of 12.42. East
Liverpool hasthe highest FTE swith 12.5.

Girard haslessthan half the milesof sanitary sewer linewhen compared to the peers. With 51 miles,
Girard has 67 miles less than the peer average of 118. Cambridge has the most miles of line with
120 and East Liverpool has 115.

Girard hasthelowest percent of design capacity used with 62%, while East Liverpool hasthe highest
with 96%.

Sewer Department 6-6



City of Girard Performance Audit

Findings/Commendations/Recommendations
Saffing Assessment

F6.1 Table6-3liststhestaffinglevelsfor each position and corresponding staffing levelsfor the
peer cities.

Table 6-3: Full-time Equivalent Employees by Position

Girard Cambridge East Liverpool A\E):rearlge
Service Director .25 0 0 0
Utility Director 0 .33 5 42
Superintendent 1 0 1 5
Clerks 1 1 2 15
Pretreatment Coordinator 1 1 0 5
Lab Analyst 0 1 0 5
Operators 3 4 5 45
Collections Foreman 0 1 0 5
Pipe fitters/Equipment Operators 1 4 4 4
Electrician 1 0 0 0
Maintenance Mechanic 1 0 0 0
Meter Reader/L aborer 83 0 0 0
Total FTE's 10.08 12.33 125 12.42

Source: Organizational charts and interviews with department administrators

! The Chief Operator has functioned as both the Superintendent and Chief Operator since November 2000

2 This employee is technically a Cemetery Department employee but, for the past year, he has worked approximately
1,720 hours at the wastewater treatment facility and 360 hours as a Meter Reader for the Water Department

Girard has the lowest total FTE’s with 10.08, which is 2.34 less than the peer average of
12.42. East Liverpool has the highest with 12.5 and Cambridge has 12.33.
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F6.2

In comparing various positions, Girard has at least 1 less operator than the peers.
Additionally, the City has 3 less pipe fitters/equipment operators; however, the City does
have 1 electrician and 1 maintenance mechanic for which the peershave no similar position.

In October 1999, the City entered into a consent order with the State of Ohio in order to
resolve various claims by the Ohio EPA regarding the adequacy of the City’s Wastewater
Treatment Facility (WWTF) and sewage system. One of the claims involved appropriate
staffing of the WWTF. The Ohio EPA determined that the Girard WWTF was operating
with astaff of approximately 9 employees (excluding the Service Director and the Cemetery
Department employee), despite an approved Operation and Maintenance (O& M) Manual
which required 16 employees. Aspart of the consent order, the City was required to submit
arevised O&M Plan to the Northeast District Office of the Ohio EPA for review and
approval. Although the revisions have been submitted showing a requirement of 10
employees, the revisions have not yet been approved by the Ohio EPA. Future staffing
levels at the WWTF are contingent upon the approval of the revisions and could possibly
require the hiring of up to 6 additional employees, if the City is held to the prior O& M
Manual. Based on an average annual salary of approximately $32,000 plus benefits of
approximately $14,000 per employee, the potential future cost of hiring 6 employeeswould
be approximately $276,000 annually.

Financial Implication: Presuming the City is able to negotiate with the Ohio EPA to hire
only 3 additional employees, the Enterprise Sewer Rental Fund would be negatively
impacted by approximately $138,000, annually for wages and benefits.

Rate Sructure

F6.3 Sewer rates are approved by City Council and are based upon each 1,000 gallons of water

consumed. Table 6-4 reflects the sewer rates charged by the City and the peers.

Table 6-4: 2000 Sewer Ratesper 1,000 Gallons of Water Consumption for

CustomersLiving Inside and Outside the City Limits

Girard Cambridge East Liverpool Peer Average
Inside Outside Inside Outside Inside Outside Inside Outside
4,25 4,25 423 5.74 3.00 3.00 3.61 437

Source: Interviews with departmental administrators
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For sewer customerslivinginsidethe City, Girard hasthe highest rate at $4.25, whichis$.64
higher than the peer average. East Liverpool hasthelowest rate at $3.00. Onereason for the
higher rate in Girard, is the peers’ higher water pumpage. By having higher consumption
over which to spread department costs, the peers are able to charge less per 1,000 gallons
consumed. (SeeWater Department, Section 5for amore detailed discussion onthe City’s
water operations).

For sewer customers living outside the City, Girard' srate of $4.25is dlightly less than the
peer average of $4.37. Cambridge has the highest rate at $5.74 and East Liverpool hasthe
lowest rate at $3.00.

Neither Girard nor East Liverpool charge a higher rate to customersliving outside the City
limits. Inthe caseof Girard, thisisbecauselessthan 1% of the City’ scustomerslive outside
the City limits.

The City hasnot increased customer rates since 1997. As noted in Table 6-1, receiptshave
beeninsufficient to cover Departmental expendituresfor 1998-2000. Usingthemost current
information, the Enterprise Sewer Rental Fund is projected to have an excess of
approximately $565,800 at December 31, 2001. Had the debt service payments of $450,000
been made, the projected excess would be reduced to $115,800. However, this positive
result is primarily due to the reduction in Salaries and Benefits paid to the former
Superintendent (who has not yet been replaced) and reduced expenditures in Other Uses.

The City should evaluate the sewer rate structure and implement a3% rateincreaseto ensure
that the Department continues to cover the related costs of operating the WWTF in 2002.
Additionally, during 2002, City Council should pass an ordinance which automatically
adjusts the annual sewer rate based on an annual inflation index without further action by
either City Council or City administrators. As part of the analysis, the City should not only
consider the costs of treating wastewater, but also any anticipated increases in employee
compensation and benefits, anticipated expenditures for capital outlay, required debt
payments, and the estimated gallons of water for which the City expectsto bill and collect.
Based upon projected amountsat December 31, 2001, every 1% increaseinthecurrent sewer
rate would generate approximately $15,400.

A 3% rateincrease beginning in 2002 and subsequent inflationary increaseswould allow the
Enterprise Sewer Rental Fund to begin building modest fund cash bal ances which would be
used as start-up or seed money for the City’s long-term capital needs. Once along-term
capital planisdeveloped, the City will need to fund that through a sewer rate adjustment or
some other means. See R6.9 for further discussion of the City’ s capital improvement plan.
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Financial Implication: Anannual inflationary rateincrease of 3%, beginningin 2002, would
positively impact the Enterprise Sewer Rental Fund by approximately $46,300, $47,600,
$49,100, $50,500, and $52,000 for the fiscal years 2002 through 2006, respectively.

Trumbull County Agreements

F6.4 1n1967,theCity enteredinto acontract with Trumbull County for thetreatment and disposal
of the sanitary sewage of the Hubbard-Liberty Sanitary Sewer District, Sub District No. 3.

In 1989, a supplemental agreement to that contract was signed, setting forth the following
rate formula and payments:

° The County should pay amonthly sewage bill calculated by multiplying arate equal
to the average monthly cost of operating and maintaining the WWTF per 1,000
galons for the preceding year times the number of thousands of gallons of sewage
collected from the County’ s users

° The rate for al billings for the year will be adjusted to reflect the actual average
monthly cost of operations and maintenance for the year. Any adjustment dueto the
actual average monthly cost of operationsand maintenance not equaling the previous
year’s cost should appear as acredit or an additional charge on the March invoice

° Based upon aproportionate share of plant utilization, the County should pay directly
to OWDA 22.8%, or $133,000 annually, of thetotal $5,527,000 debt for the upgrade
of the WWTF. Theremaining 77.2% of the debt, or $450,200 annually, is paid by
the City. See Table 6-5 for a summary of changes in annual payments for the
OWDA debt

° A capital assetsreplacement fund should be established and funded by $42,900 each
year. The County and the City should contributeto thefund based on aproportionate
share of plant utilization or $9,781 and $33,119, respectively

F6.5 Alsoin1989, anadditiona supplemental agreement to the contract wassignedtoincorporate
Weathersfield Sewer Sub District No. 1 into the City’ s contract with Trumbull County. As
part of this agreement, the County agreed to pay the City an additional 4%, or $23,300
annually, of the total $5,527,000 debt for the upgrade of the WWTF as Sub District No. 1's
proportionate share of plant utilization. This agreement increased the County’ s total share
of the debt and the capital assets replacement fund to 26.8%. See Table 6-5 for asummary
of changesin annual payments for the OWDA debt.

Sewer Department 6-10



City of Girard Performance Audit

F6.6 InMay 2000, an agreement wasexecuted altering the supplemental agreementsnotedinF6.4
and F6.5 asfollows:

° With respect to the monthly sewage hill for Sub District No 3, in calculating the
number of thousands of gallons of sewage collected from the County’s users, a
deduction of 100,000 gallons per day isto be made to account for the wastewater of
City residents being discharged through the meter. Additionally, the amount of the
deduction isto be reviewed annually and adjusted, if necessary

° With respect to the annual adjustment to actual average monthly cost of operations
and maintenance, the adjustment will be included as part of each invoice during the
following year

° Withrespect to County’ sproportionate share of OWDA debt, the County’ ssharewas
recalculated and adjusted to 35% with an annual debt related payment of $71,200
made to the City. See Table 6-5 for asummary of changesin annual payments for
the OWDA debt

° The City discovered the 4% annual debt payment of $23,300 for Sub District 1 was
never paid in accordance with the 1989 agreement. Therefore, arepayment schedule
was included in the revised agreement. The total unpaid amount of $212,000 was
spread over theremaining life of theloan, creating semi-annual paymentsof $14,100.

° The amount to be contributed to the capital assets replacement fund was increased
from $42,900 to $50,000, or $32,500 and $17,500 for the City and County,
respectively

In additionto the changeslisted above, the new agreement established acapacity feefor each
new sewer line or extension connected to the County’s sewer system that increases the
averagedaily flow to the City’ SWWTF. Theamount of the capacity feeiscalculated as$.10
per gallon of average daily flow that results from the connection. The County isto pay the
City 65% of all revenues derived from the capacity fees. The City’s total receipts for
capacity feesin 2000 were approximately $660.
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Table6-5: Summary of Changesin Annual Paymentsfor OWDA
Wastewater Treatment Facility Debt as Stipulated in Agreements

(rounded to the near est $100)
Amount to be paid
Amount to be Paid to Girard by Girard's% Trumbull County’s
Payor to OWDA Trumbull County Share % Share

Per 1989 Sub District No. 3 Agreement

Girard $450,200 - 77.2 -
Trumbull County 133,000 -- -- 22.8
Total $583,200 - 77.2 228

Per 1989 Sub District No. 1 Agreement

Girard $450,200 - 77.2 -
Trumbull County 133,000 $23,300 (4.0) 26.8
Total $583,200 $23,300 73.2 26.8

Per 2000 Agreement

Girard $450,200 - 77.2 -
Trumbull County 133,200 $99,400" (12.2) 35.0
Total $583,200 $99,400 65.0 35.0

Source: Agreements with Trumbull County
! Amount includes $71,200 as a 12.2% increase in plant utilization and $28,200 as the repayment of back debt owed
by the County for Sub District 1

F6.7 In accordance with the City/Trumbull County agreements, the cost of operating and
maintaining the WWTF per 1,000 gallons for the preceding year is used for two purposes.
It is used as the billing rate for the subsequent year and as the basis for adjusting the rate
used inthe previousyear to actual cost. The calculation of thiscost consists of threefactors:
meter readings reflecting total flow through the plant for the year, meter readings reflecting
total recirculated flow through the plant for the year, and total operating costs for the year.
In 2001, the acting Superintendent questioned whether the cost wasbeing properly calcul ated
and whether the correct meter was used to measure total flow through the plant. See F6.8
for additional information regarding the meter used for flow through the plant.
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In anon-binding agreement in August 2001, the City and the County agreed the City would
chargethe County the previousyear’ srate of $848.83 per million gallons (based upon actual
costs from 1999) until the actual rate for 2000 could be determined by a Consultant. In
September 2001, the City hired McCoy Associates, Inc. to review the calculations and data
relevant to the metersat the WWTF. In areport dated October 3, 2001, McCoy Associates,
Inc. concluded that in calculating the rate, the City improperly converted the retention basin
flow numbers, which measurestherecirculated flow. Additionaly, McCoy Associates, Inc.
recal culated the actual cost for operating and maintaining the WWTF per 1,000 gallons for
2000 as $1,033.13 per million gallons. As prescribed by the August 2001 agreement, this
rate will be used for monthly billings beginning in October, 2001.

In accordancewith the August 2001 agreement, the City should bill Trumbull County for the
difference between the newly established rate and the previous year’s rate, or $184 per
million gallons, for all sewage flow billed for January through September 2001.

Financial Implication: The Enterprise Sewer Rental Fund will realize a positive impact of
approximately $41,000. This amount is calculated based upon sewage flow from January
to September 2001 of approximately 221 million gallonstimesthe differencein the rates of
$184 per million gallons.

Asnoted in F6.7, the cost of operating and maintaining the WWTF per 1,000 gallonsisalso
used as the basis for adjusting the rate used in the previous year to actual cost. The City
should bill Trumbull County for the difference between the newly established rate and the
previous year’ srate, or $184 per million gallons, for al sewage flow billed during 2000.

Financial Implication: The Enterprise Sewer Rental Fund will realize a one time positive
financial impact of approximately $60,000. Thisamount is calculated by multiplying 325
million gallons times the difference in the rates, or $184 per million gallons. 325 million
gallonsrepresents 35% (the County’ sutilization percentage) of the approximate 928 million
gallons of total sewage flow through the plant for 2000 as reported by McCoy Associates,
Inc.

Based upon aMarch 1992 memo, from the Trumbull County Assistant Sanitary Engineer to
the Girard Utilities Superintendent, the reading for total flow through the WWTF isto be
taken from the raw mag meter. Therefore, the new rate established by McCoy Associates,
Inc. was calculated using readings from this meter supplied by Trumbull County.
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The City believes, however, that in prior years, the former Superintendent utilized readings
from a different meter in calculating Trumbull County’s annual rate. This belief is based
upon the following:

° After assuming the former Superintendent’s duties, the acting Superintendent was
unableto locate any readings from the raw mag meter or the cal cul ations of the prior
years' rates

° A rate similar to the 1999 actual cost rate can be calculated by using the readings
taken from the final effluent meter

Because the flow through the final effluent meter includes water added to the flow during
processing, total flow through this meter is higher than the flow through the raw mag meter.
If used to calculate therate (asthe amount divided into total operating cost), thefinal effluent
flow amount would cause the rate per million gallons to be lower. Based upon this
information, if the City’s belief is correct, the City would have undercharged Trumbull
County since 1992.

The City should research and determine whether therates charged to Trumbull County since
1992 were calculated in accordance with the established agreements. By using the
calculation of the 2000 rate by McCoy Associates, Inc. asaguide, the City should recal culate
the rate for each preceding year and determine the difference between the amount charged
and the amount that should have been charged. Any differences should be charged or
credited to the County.

Because the readings taken from the various meters directly impact the City’ s sewer rates,
the City should ensure that it maintains acomplete and accurate file of readings taken from
each meter as well as the documentation of each rate calculation. Without accurate flow
measurements, it will be extremely difficult for the City to assesswhether ratesare sufficient
to cover current operating costs, debt service requirements or future capital projects.

Table 6-6 reflects the annual contributions to the Enterprise Sewer Rental Equipment
Replacement Fund from Trumbull County and the City for fiscal years 1998 through 2000
and for the 10 months ended October 31, 2001.
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Table 6-6: Enterprise Sewer Rental Equipment Replacement Fund
Annual Contributions

(rounded to the near est $100)
Contribution Contribution Difference
Made Per Agreements Over paid/(Under paid)

1998
Trumbull County $11,500 $11,500 -
Girard 39,000 31,400 $7,600
Total $50,500 $42,900 $7,600
1999
Trumbull County $11,500 $11,500 -
Girard 39,000 31,400 $7,600
Total $50,500 $42,900 $7,600
2000
Trumbull County $11,500 $17,500 (%6,000)
Girard 39,000 32,500 6,500
Total $50,500 $50,000 $500
2001
Trumbull County $15,000 $17,500 (%2,500)
Girard 32,500" 32,500 --
Total $47,500 $50,000 ($2,500)
Cumulative Totals
1998 - October 2001 $199,000 $185,800 $13,200

Source: Revenue Audit Trail Report
! Amount represents monthly payments of $3,250 through October 2001

For 1998 through 2000, the City has been contributing in excess of the amount required by
theagreements. Additionally, in 2000 and 2001, Trumbull County has not been contributing

in accordance with the agreements.
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TheCity should ensurethe Enterprise Sewer Rental Fund contributesto the Enterprise Sewer
Rental Equipment Replacement Fund in accordancewith the agreements. Asnotedin Table
6-6, the Enterprise Sewer Rental Equipment Replacement Fund was overfunded by the City
and therefore, should return approximately $21,700 to the Enterprise Sewer Rental Fund.
Additionally, the City should investigate the contributions made before 1998 to determine
any overpayment amounts. However, any amounts returned to the Enterprise Sewer Rental
Fund would be limited by the Enterprise Sewer Rental Equipment Replacement Fund
balance.

Financial Implication: If the Enterprise Sewer Rental Equipment Replacement Fund was
adjusted to reflect contributions made in accordance with the agreements, the Enterprise
Sewer Rental Fund could recognize a one time receipt of approximately $21,700 from the
Enterprise Sewer Rental Equipment Replacement Fund for overpaymentsfrom 1998 to 2000.
Additionally, by contributing the correct portion, the Enterprise Sewer Rental Fund would
recognize an annual savings of approximately $6,500.
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The City should ensure that Trumbull County contributes to the Enterprise Sewer Rental
Equipment Replacement Fund in accordance with the agreements. Asnoted in Table 6-6,
the Enterprise Sewer Rental Equipment Replacement Fund was underfunded by Trumbull
County for 2000 and 2001. Therefore, the City should bill Trumbull County for
approximately $8,500 for payments not made in 2000 and 2001.

Financial Implication: If the City collects payments from Trumbull County in accordance
with the agreements, the City’s Enterprise Sewer Rental Equipment Replacement Fund
would recognize aonetime receipt of approximately $8,500 for underpayments from 2000
to 2001. Additionally, the Enterprise Sewer Rental Equipment Replacement Fund would
recognize an additional $2,500 each year from Trumbull County.

This Fund is not included within the Financial Forecast. Therefore, these amounts are not
presented there.
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Capital |mprovement

F6.10 The Department maintains approximately 270,000 linear feet of sanitary sewer line, 2 lift
stations, 3 holding tanks, and approximately 1,000 manholes. Table 6-7 illustrates the

approximate age of the system.

Table6-7. Ageof Sewer Infrastructure

Wastewater Per cent of Sewer Number of Lift Per cent of
Agein Years Treatment Facility Line Stations Manholes
0-10 0 5 0 5
11-50 1 25 2! 25
51-75 0 50 0 50
Over 75 0 20 0 20

Source: Discussions with department personnel and City Engineer
! The treatment facility and both lift stations were originally constructed in 1960. All were renovated in 1988 to meet the
discharge standards in effect at the time

Using 50 years as a benchmark, 70% of the City’ s sewer lines and manholes are older than
the benchmark.

Using an estimate for aMarch 2001 sewer project, the average cost per foot to replace City
sewer lines approximates $165 per linear foot. Therefore, the potential future capital cost
to replace 70% of the City’ s sewer lines approximates $31 million. Additionally, according
to the estimate, the average cost to replace a manhol e is approximately $2,500. Therefore,
the potential future capital cost of replacing 70% of the City’s manholes would be
approximately $1.7 million.
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[o0]

The sewer system consists of anumber of tangible assets, each with alimited useful life. In
order to planfor future capital projects, the City should devel op aclearly defined assessment
of the remaining useful lives of these assets. By maintaining detailed records regarding
general maintenance and repairs made to the system, the City could apply cost-benefit
techniques to determine when replacement of any given asset is expected.
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The Department should establish a clearly defined capital improvement plan. That plan
should be used for long-term capital planning and forecasting. This plan should list all
capital improvement projects, projected several years in advance. Additionally, the plan
should identify the revenue sources to fund those projects prior to their undertaking.

Sewer Department



City of Girard Performance Audit

F6.11

F6.12

P
()}
=
o

In 1998, the Department | eased asewer rodder truck for maintenance of thesewer lines. This
truck is used to clean sewer lines and remove blockages. Although the truck is used
predominantly by the Sewer Department, payments on the associated debt have been made
by the Capital Projects Capital Improvement Street Utilities Fund, which is funded by
Incometax receipts (See Debt, Section 3 for amore detailed discussion on the City’ sdebt.)

As part of the consent order with the Ohio EPA, the City is required to make several
improvements to the system. These projects include the following:

° The City isrequired to eliminate all sanitary sewer overflows (SSO’s), dry weather
discharges from combined sewer overflows (CSO’s), and untreated bypasses at the
WWTF by November 1, 2002. Thisproject istobeaccomplishedinaccordancewith
a proposed plan submitted to and approved by the Ohio EPA. The City isin the
process of developing the proposed plan, which was required to be submitted by
November 1, 2001

° The City isrequired to install electronic control systems at the City’s lift stations.
The electronic control systems will alow for constant monitoring of sewage flow.
This project was to be completed by November 1, 2001; however, it is not yet
complete

° The City isrequired to ensure the proper operation and maintenance of the WWTF,
sewer system, and associ ated equi pment and structures. Inorder to bein compliance,
the City believes that several projects will have to be undertaken. These projects
include repair or replacement of the sludge belt filter press at the WWTF, repair or
replacement of various digester parts, repair or replacement of the center post in the
trickling filter, and repair or replacement of a mixer in the retention basin

With the exception of the overflow project listed above, which will require outside services,
the City intends to complete these projects in-house.

Working with the Ohio EPA, the City should determine all projects necessary to bein full
compliancewith the consent order. The City should then prioritizethe projectsand establish
areasonabl e time frame to accomplish them, that is agreeable to the Ohio EPA.

Financial Implication: Presuming the Ohio EPA approvesthe plan for the overflow project
and considers the other proposed projects to be necessary, City management estimates the
projects will cost approximately $140,000. The City intends to complete these projects
during 2002. Additionally, the City did not meet deadlines agreed to in the consent order
and isfacing possible finesfor noncompliance, which, at thistime are undeterminable. The
Enterprise Sewer Rental Fund would be adversely impacted.
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Police Department

Background

This section of the performance audit focuses on the City of Girard's Police Department (the
Department) operations. For the purposes of this section, we limited the scope of our examination
to focus on staffing levels, overtime, and the vehicle fleet.

Chart 7-1. Organizational Chart (includesfull- and part-time employees)

Safety Director
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Captain
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Detective School Resource Officer Juvenile Officer Patrol Officer Dispatcher
D (€Y (€Y (12) (4FT/2PT)

TheDepartment operatesaround-the-clock with threeequal length shifts. The Department maintains
four separate “turns’ to staff the Department. Each “turn” isinitialy staffed by a Captain, three
Patrol Officers, and aDispatcher. The ultimate shift staffing may be smaller based upon call-offs.
The City’ s Fraternal Order of Police (FOP) and Ohio Patrolmen’ s Benevolent Association (OPBA)
contracts require minimum staffing levels of a Captain (or acting-Captain), a Patrol Officer, and a
Dispatcher for each shift. The contractsalso requiretwo cruisersbeon patrol at any particul ar time;
therefore, at certain times, the Captain (or acting-Captain) may also patrol the City. All 911 calls
are answered by the dispatchers. If the call pertainsto the Fire Department, the call is delegated to
that Department.

The turns follow:
° Afternoon (2 p.m. - 10 p.m.) Tuesday through Monday, followed by two days off

° Day (6 am. - 2 p.m.) Thursday through Wednesday, with a day off during the period
° Midnight (10 p.m. - 6 am.) Thursday through Wednesday, followed by five days off
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Financial Data

Table 7-1 summarizes the Department’ s personnel expenditures for fiscal years 1998 through
2000 and for the 9 months ended September 30, 2001.

Table7-1: Department Personnel Expenditures

(rounded to the near est $100)

For the9
months ended

1998 1999 2000 September 30, 2001
General Fund Personnel Expenditures:
Police and Dispatcher Salaries $1,046,000 $878,800 $875,000 $755,200
Pension and Benefits 381,300 440,500 423,200 350,900
Police and Dispatcher Overtime* 72,800 107,300 103,400 84,900
Police Severance 38,700 24,500 28,100 23,900
Clothing Allowance 17,900 17,000 17,500 13,000
Adult Safety and Part-time Wages 10,000 10,800 7,300 3,600
Total General Fund Personnel
Expenditures: $1,566,700 | $1,478,900 | $1,454,500 $1,231,500
Total Specia Revenue COPS Fund (No.
237) Personnel Expenditures: $7,800 $200,200 $216,000 $36,400
Total Personnel Expenditures: $1,574,500 | $1,679,100 | $1,670,500 $1,267,900

Source: Expense Report for respective year

Note: Certain personnel expenditures were combined for purposes of presentation

YIncludes all sworn officers

General Fund personnel expenditures decreased approximately $112,200 from 1998 through 2000.
In particular, Salaries decreased approximately $171,000, while overtime increased approximately

42% or $30,600, from 1998 to 2000 (Overtimeis discussed later within this Section).

Thedecreasein salariesispartially dueto the Special Revenue COPS Fund absorbing certain Officer
salaries during 1999 and 2000. Additionally, Pension and Benefits increased approximately 11%
or $41,900, from 1998 to 2000. The increase is largely due to the General Fund paying certain
Pension costs for Officers allocated to the Special Revenue COPS Fund.
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The Special Revenue COPS Fund personnel expenditures represent certain Departmental salaries
and certain pension and benefits, paid viathe COPS grant and not through the City’ s General Fund
(SeeOther Matters, Section 12 for amoredetailed discussion of the Special Revenue COPS Fund).

For the 9 months ended September 30, 2001, the General Fund total personnel expenditures
approximated $1,231,500. Presuming the expendituresincrease rateably throughout the year, these
expenditures will approximate $1,642,000 by year-end or $187,500 more than fiscal year 2000.

For the 9 months ended September 30, 2001 and excluding the COPS Grant, the Department’s
personnel expenditures approximate 34% of the City’ s total General Fund expenditures.
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Findings/Recommendations/Commendations

F7.1 InresponsetotheCity’ scurrent financial condition, the City recently laid-off threefull-time
Patrol Officers. The layoff’s had an effective date of December 28, 2001.
Thefollowing T ablecomparesthe City of Girard and peer citiesDepartmental classifications
and staffing levels as of September 30, 2001.
Table 7-2: Departmental Classification and Staffing
East Peer
Girard Cambridge Liverpool Shelby Average
Chief 1 1 1 1
Captain 5 1 4 3
Lieutenant 3
Sergeant 3 2
Patrol Officer 12 16 20 10
Juvenile Officer 1
Detective 1 3
School Resource Officer 1 - - - -
Dispatcher 4.2 4 5.6 3 -
Clerical - 3 - - -
Total Departmental FTE's 25.2 34 30.6 19 27.9

Source: Obtained from respective city

Note:

Each part-time employee approximates .1 FTE's

The City of Girard's Departmental classifications consists solely of Captains and Patrol
Officers (or similar positions). Girard’s Departmental classification mirrors East Liverpool
but it is dissmilar to Shelby and Cambridge. Unlike Girard, Cambridge a'so maintains a
Lieutenant and Sergeant level. Girard does not maintain any clerical employees within the
Department. Therefore, Captains and Patrol Officers perform certain clerical functions.

Girard maintains 25.2 Departmental FTE’ swhilethe peer average approximates27.9 or 2.7
more than Girard. Cambridge and East Liverpool maintain the most FTE's at 34 and 30.6,
respectively while Shelby maintains 19 FTE's.
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Thetypical Departmental shift consists of a Captain, three Patrol Officers, and a Dispatcher
while the minimum staffing prescribed within the OPBA and FOP contracts require a
Dispatcher and two cruisersto be on patrol at any particular time (each cruiser typically has
oneemployee). Therefore, at certain times, the Captain (or acting-Captain) must also patrol
the City.

Table 7-3 compares select criteria of the City of Girard and the peer cities.

Table 7-3. Select Comparisons

East Peer
Girard Cambridge Liverpool Shelby Average

1999 Incidents/Calls? 9,669 10,838 4,308° 4,597 7,718

Total Incidents/Calls per FTE? 483 417 180° 306 3622

Patrol Area (square miles) 5.9 15.6 45 5.0 84

Square Mile Coverage per FTE?* .30 .60 19 .33 0.37
2000 Population (rounded to

nearest 100) 10,900 11,500 13,100 9,800 11,500

Population Coverage per FTE! 545 442 546 653 547

Sour ce: Obtained from respective city

! The Chief, clerical employees, and dispatchers were excluded from the calcul ation for comparison purposes
2Total includes arrest information only. Other incident (non-arrest) information was not available. Therefore, East

Liverpool was excluded from the peer average

3 The City of Girard compiled a 2000 statistical report, but cannot locate it; therefore, 1999 was used as the basis

Girard' s483 calls per FTE exceed the peer average by 121. Shelby isthe lowest, at 306 and
Cambridgeis next at 417.

Including the Lakes, Girard patrols5.9 square mileswhilethe peer average approximates 8.4
sguare miles. Cambridge patrols the most area, at 15.6 square miles, while East Liverpool
patrols the smallest area, at 4.5 square miles. Girard’s square miles per FTE is the second
lowest among the peersat .30. The peer averageis .37.

Girard's population totals 10,900 and the peer average is 11,500. East Liverpool has the
highest population, at 13,100, and Shelby hasthe lowest population, at 9,800. Girard’'s 545
population coverage per FTE is less than the 547 peer average. Shelby has the highest
population per FTE, at 653, and Cambridge has the lowest, at 442.
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The City should review the Department’ s staffing structure and evaluate whether adifferent
combination of classifications may be more appropriate. Rather than having all Captains
(senior management) and Patrol Officers (employees), the City should consider whether a
combination of Captain(s), Lieutenant(s), Sergeant(s), and Patrol Officers may be more
appropriate. In addition, the City should also consider whether afull- or part-time clerical
position may be appropriate for the Department. Clerical functionsare currently performed
within the Department; however, those functions are performed by Captains and Patrol
Officerswhose salaries and level s of responsibility may not be commensurate with that type
of work.

The City should reinstate the three patrol officers who were laid-off in December 2001.
Maintai ning the Department staffing (at post reduction levels) may significantly impact the
City' s ability to provide services and a so presents certain safety issues to those remaining
Departmental employees. Thereinstatement considers the City will implement the various
other recommendation throughout this report.

The following Table reflects Departmental overtime expenditures for fiscal years 1995
through 2000 and for the 10 months ended October 31, 2001. The Paid Overtime per FTE
calculation is limited to fiscal years 1998 through 2000. Compensatory time earned and
taken in lieu of overtime pay is not considered.
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Table 7-4: Department Paid Overtime
(rounded to the near est $100)
Patrol
Fiscal Year Captain® Officer® Dispatcher? Total’

1995 $25,900* $10,800 $36,700
1996 22,700 10,000 32,700
1997 34,200 7,900 42,100
1998 22,900 36,200 13,700 72,800
1999 52,000 45,600 14,000 111,600
2000 47,500 53,500 14,300 115,300
For the 10 months ended

October 31, 2001° 36,800 35,200 12,200 84,200

Paid Overtime per FTE

1998 Overtime Cost per

FTE® $4,600 $2,400 $3,300 --

1999 Overtime Cost per

FTE® $10,400 $3,000 $3,300 --

2000 Overtime Cost per

FTE® $9,500 $3,600 $3,400 --

Note: The 1998 through the 10 months ended October 31, 2001 Patrol Officer overtimeincludes $0, $4,300, $11,900,
and $900 paid from the Special Revenue COPS Fund, respectively
! Obtained from Girard Overtime History Report provided by the Safety Director
2Obtained from respective Y early Payroll Register
3 Total column, minus Dispatcher column, minus Captain column
“The City is unable to stratify the overtime between the unions

5Based upon 5 Captains; 15 Officers (12 Patrol, 1 School Resource, 1 Juvenile, and 1 Detective); and 4.2 Dispatchers

®Obtained from the Y early Payroll Register, Run Date October 29, 2001

Departmental overtime has increased approximately 214% or $78,600 from 1995 to 2000.
Dispatcher overtime hasincreased approximately 32%, or $3,500, for the same period while
the combined Captain and Patrol Officer overtime increased approximately 290%, or
$75,100, from 1995 to 2000.

The Captain overtime ranged from alow, of $22,900 in 1998, to ahigh, of $52,000 in 1999.
For the ten months ended October 31, 2001, Captain overtime totaled $36,800. Presuming
overtime continues rateably throughout the year, the overtime will approximate $44,200 by
year end. Thiswould represent a $3,300 decrease from 2000.
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The City’ sfiscal years 1998 through 2000 and the 10 monthsended October 31, 2001 Y early
Payroll Register reflects individual Captains earned up to $23,000 in overtime pay in
particular years.

Thefiscal years 1998 through 2000 OPBA contract enacted, for thefirst time, aCaptain call-
out provision. That provision, which isaso included in the fiscal years 2001 through 2003
OPBA contract, requiresthat whenever aCaptain calls-off that overtime must be offered but
not necessarily accepted by another Captain. In the event another Captain declines the
overtime, the senior ranking Patrol Officer, for that shift, iselevated to acting-Captain status
and receives apremium pay for that shift. The FOP contracts have historically provided the
same provision for Dispatchers, except if each Dispatcher declines the overtime, a Patrol
Officer has the opportunity to accept it.

The dramatic increase to Captain’s overtime is largely attributable to the OPBA call-out
provision (SeeContractual Assessments, Section 10for morediscussiononthat OPBA and
the FOP provision).

Patrol Officer overtime increased approximately $17,300 from 1998 to 2000. For the 10
months ended October 31, 2001, Patrol Officer overtime totaled $35,200. Presuming
overtimeincreases rateably throughout the year, the overtime will approximate $42,200 by
year end. Thiswould represent a $11,300 decrease from 2000.

The Overtime Cost Per FTE within Table 7-4 reflects the Dispatchers remained consistent
for 1998 through 2000 while the Patrol Officersincreased $600, each year. Conversely, the
Captains' overtime increased from alow, of $4,600 in 1998, to a high, of $10,400 in 1999.
The 2000 Captain overtime is $900 lower than 1999.

The City needs to make a concerted effort to reduce Police Department overtime costs and
specifically the OPBA overtime. In particular, the City should review the OPBA call-out
provision (See Contractual Assessments, Section 10 for therecommendation regardingthe
OPBA call-out provision and leave).

Financial Implication: Presuming the Department reducestotal Departmental overtime cost
toalevel that isconsistent with 1998 (thefirst year of the contract period), the General Fund
would realize a positive financial impact of approximately $40,000.

If scheduled wage increases of 3.25% and 3.5% occur for 2002 and 2003, respectively, the
General Fund's positive financial impact would be $41,300 and $42,700 for each of those
two years.
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Assuming salary adjustments approximate 3.25% for fiscal years 2004 through 2006, the
General Fund’ spositive financial impact would be $44,100, $45,500, and $47,000 for those
three years, respectively.

The Department maintainsafleet of police cruisersand other unmarked vehiclesto facilitate
the Department’ s operations.

The following Table compares the Police Department vehicle fleet sizes of the City of
Girard with the peer cities.

Table 7-5: Vehicle Fleet versus Peer Cities

East Peer
Girard Cambridge Liverpool Shelby Average

Police Vehicles 26 16 10 8

FTE'S

20 26 24 15

Vehicles per FTE? 1.30 .62 42 .53 .52

*Includes cruisers, SWAT vehicles, unmarked and backup vehicles
2 For comparison purposes, the Chief, clerical employees, and Dispatchers were excluded from calculation

Girard's 1.30 Vehicles per FTE exceeds the peer average by nearly .78 Vehicles per FTE.
The Citiesof East Liverpool and Shelby maintain thelowest VVehiclesper FTE at .42 and .53
or roughly 32% and 41%, respectively of Girard. The variance is attributable to Girard's
cruiser take-home program. Thisprogram, essentially and permanently, assignsapolice car
to each Department employee. Although there is no study that confirms this, the City
believes the take-home policy provides an additional crime deterrent for the City. None of
the peer cities maintain asimilar policy.

Thefollowing Table illustrates the City of Girard's cruiser fleet mileage.
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Table 7-6: Police Cruiser Mileage
(rounded to the nearest 100 miles)
Cruiser Mileage Cruiser Mileage
No. 367 52,900 No. 378 63,200
No. 368 43,500 No. 379 38,100
No. 369 18,100 No. 380 -
No. 370 41,800 No. 381 66,800
No. 371 67,000° No. 382 48,800
No. 372 54,000 No. 383 46,000
No. 373 39,000 No. 384 49,600
No. 374 50,000 Detective Car 17,500
No. 375 35,700 Detective Car 16,100
No. 376 75,900 1990 Backup 85,100
No. 377 34,600 1989 Backup 89,200

Source: October 29, 2001 mileage chart obtained from the Safety Director

1 This vehicle was totaled in a serious automobile accident

2This vehicleis currently shared by two Patrol Officers

Excluding the two back up vehicles, the highest mileage cruisersinclude Nos. 367 and 368,
371 and 372, 374, 376, 378, 381 and 382, and 384. The highest 10 cruisers average 62,000
miles each, while the two backup vehicles approximate 87,000 miles each.

The City’ sJune 1, 2001 through June 1, 2002 insurance coverage statement reflectsthe City
continues to insure a 1996 Ford LTD (partia serial No. 5158) and a 1995 Buick (partial
serial No. 6036) although those vehicles are no longer owned by the City.
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Table 7-7. Summary of Cruisersby Mileage
Mileage No. of Vehiclesin Per cent of Vehiclesin
Category Mileage Category Mileage Category (rounded)
0 - 25,000 miles 3 14
25,001 - 50,000 miles 10 45
50,001 - 75,000 miles 5 22
> 75,001miles 3 14
Undetermined miles 1 5

Source: October 29, 2001 mileage chart obtained from the Safety Director

Using 50,000 milesasabenchmark, the Department has 13 cruisersor 59% with fewer miles
than the benchmark and 9 cruisers or 41% with more miles than the benchmark.
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The City should stop insuring the previously owned 1996 Ford LTD (partial serial No. 5158)

and 1995 Buick (partial serial No. 6036). Additionally, the City should aso ensure only City
owned assets continue to be covered. Finally, for all assets, the City should ensure the level
of insurance coverage is commensurate to an acceptable level of risk of loss.

Financial Implication: Management estimates the City’ sinsurance costswill reduce $500,
each year, once those two vehicles are removed from the insurance coverage. The $500
expenditure reduction will positively impact the City’ s General Fund. The City should also
ensure Cruiser No. 380's insurance is reviewed and reduced accordingly.
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The Police Department’ s cruiser take home program is not an uncommon practice and that

program certainly has positive merits. In particular, it helps the Department provide a
continuous, visual, presence throughout the community. However, dueto the City’ scurrent
financial condition, the City needs to reassess that program and consider eliminating or, at

least, modifying it.

The City should search for additional revenue sources to fund the program. If additional
revenue sources are not secured, the City should maintain enough cruisersfor normal patrol
duties and employees should share vehicles.

Historically maintenance expenditures have approximated $20,000 annually. The City may
determine the cost to maintain the existing fleet is insignificant and decide to maintain the
existing program. Inthat case, asexisting vehiclesareremoved from service, the City should
begin assigning multiple Departmental personnel to the remaining cruisers. This practice
should continue until the fleet is reduced to alargely “hot-seat” operation.
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Financial Implication: Presuming the City sold 10 cruisers for $8,000 each; two back up
carsfor $2,000 each; and thetwo unmarked 1999 vehiclesfor $8,000 each, the General Fund
could realize a $100,000 one-time positive financial impact.

The proceeds were based upon the Kelly Blue Book and do not consider any add-on
equipment or excessive wear and tear. The insurance and maintenance savings, or
aternatively maintenance increases, were not considered.
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FireDepartment / EMS

Background

This section of the performance audit focuses on the City of Girard’s Fire Department (the
Department) and Emergency Medical Services (EMS) operations. For the purposes of this section,
we limited the scope of our examination to focus on staffing levels and overtime, EMS billing
services, and apparatus and vehicle fleet.

Chart 8-1: Organizational Chart (includesfull- and part-time employees)

Safety Director
(€Y
|
Chief
(Vacant)
[ | |
Fire Inspector Captain
) (C)
[
[ |
Firefighters Part-time Firefighters
(12) (13)

The City maintainsafire station, aswell as 9 combined apparatus and vehicles. The City’ svehicles
are discussed further within this section. The Fire Department, including EMS services, operates
around-the-clock ina24 hour shift. After workinga24 hour shift, the employeeis scheduled off for
thenext 48 hours. Each shiftisinitially staffed by a Captain and four firefighters. The ultimate shift
staffing may be smaller based upon call-offs.

TheCity occasionally provides mutual aid to and receivesmutual aid from neighboring departments.
TheCity’ sInternational Association of Firefighters(IAFF) contract requiresminimum staffinglevels

of three employeesfor each shift. If ascheduled shift drops below minimum staffing, full- or part-
timefirefighters are called in.
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Financial Data

Tables8-1 and 8-2 summarize receipts and expendituresfor fiscal years 1998 through 2000 and for
the 9 monthsended September 30, 2001. The Department’ s personnel expenditures(Table8-1) are
supported by the General Fund whilethe Capital Projects Capital Improvement Safety Miscellaneous
FundreceivesEM Sreceipts(Table8-2). That Fund’ sexpendituressupport certain Fire Department
/ EM S and Police Department operations.

Table 8-1 illustrates the Department’ s personnel expenditures for fiscal years 1998 through 2000
and for the 9 months ended September 30, 2001.

Table 8-1: Department Personnel Expenditures
(rounded to the near est $100)

For the9
months ended

1998 1999 2000 September 30, 2001
General Fund Personnel Expenditures:
Fireand EMS Salaries $798,300 $804,500 $857,800 $593,300
Pension and Benefits 277,500 344,300 338,000 279,800
Overtime 60,300 40,800 53,100 87,800
Severance 0 41,900 0 42,600
Clothing Allowance 10,800 10,900 11,000 6,300
Total Personnel Expenditures: $1,146,900 | $1,242,400 | $1,259,900 $1,009,800

Source: Detail Trial Balances and Expense Reports for respective fiscal years

General Fund personnel expendituresincreased approximately $113,000 from 1998 through 2000.
For the 9 months ended September 30, 2001, total personnel expenditures were $1,009,800.
Presuming the expenditures increase rateably throughout the year, these expenditures will
approximate $1,346,400 by year-end, or $86,500 more than fiscal year 2000.

Salariesincreased approximately $59,500, or 7.5% from 1998 to 2000, while Pension and Benefits
increased approximately 21.8% or $60,500. For the 9 months ended September 30, 2001, total Fire
and EM Ssalarieswere $593,300. Presuming theexpendituresincreaserateably throughout theyear,
these expenditures will approximate $791,100 by year-end, or $66,700 less than fiscal year 2000.
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Overtime expenditures decreased approximately $7,200 or 11.9% from 1998 to 2000. For the 9
months ended September 30, 2001, total overtime was $87,800. Presuming the expenditures
increase rateably throughout the year, these expenditures will approximate $117,100 by year-end,
or $64,000 more than fiscal year 2000. The increase in overtime expenditures, coupled with the
decrease in salary expenditures, is partially due to the lack of a Fire Chief.

For the 9 months ended September 30, 2001, the Department’ s personnel expenditures approximate
27% of the City’ stotal General Fund expenditures.

Table8-2illustratesthe Capital Projects Capital Improvement Safety Miscellaneous Fund receipts
and expendituresfor fiscal years 1998 through 2000 and for the 9 months ended September 30, 2001.

Table 8-2: Capital Projects Capital Improvement Safety Miscellaneous Fund
Receipts and Expenditures
(rounded to the near est $100)

For the9
months ended
1998 1999 2000 September 30, 2001
Receipts:
Charges for Services (EMS) $187,400 $220,500 $195,800 $144,700
Expenditures:
Ambulance Supplies 19,700 28,800 58,400 25,600
Safety Debt Service 110,500 100,100 154,600 63,400
Administration Fees 11,100 18,900 16,700 10,200
Medic Back-up Fees 2,100 300 0 0
Total Expenditures 143,400 148,100 229,700 99,200
Receipts Over/(Under)
Expenditures 44,000 72,400 (33,900) 45,500
Beginning Fund Cash Balance 32,600 76,600 149,000 115,100
Ending Fund Cash Balance $76,600 $149,000 $115,100 $160,600

Source: Detail Trial Balance and Book Fund Balance reports for the respective fiscal year

Ending Fund Cash Balance increased $38,500, or 50%, from 1998 through 2000. For the 9 months
ended September 30, 2001, ending fund cash bal ance approximated $160,600. Presuming the fund
balance increases rateably throughout the year, the balance will approximate $214,100 by year-end,
or $99,000 more than fiscal year 2000.
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Receipts increased approximately $8,400, or 4.5%, from 1998 through 2000. For the 9 months
ended September 30, 2001, total receipts were $144,700. Presuming the total receipts increase
rateably throughout the year, these receipts will approximate $192,900 by year-end, or $2,900 less
than fiscal year 2000.

TheFund' s Safety Debt Service expendituresarerelated to the City’ soutstanding leaseson both Fire
Department and Police Department vehicles and equipment.

Total expendituresincreased approximately $86,300, or 60.2%, from 1998 through 2000. For the
9 months ended September 30, 2001, total expenditures were $99,200. Presuming the total
expenditures increase rateably throughout the year, these expenditures will approximate $132,300
by year-end, or $97,400 less than fiscal year 2000.

Summary of Operations

Fire Department

A firefighter’s responsibilities include, but are not limited to, connecting hose lines to hydrants,
operating a pump to high pressure hoses, positioning ladders to deliver water to afire, ventilating
smoke filled areas, salvaging contents of buildings, and rescuing victims. Firefighters may also be
certified asbasic EMT’ s or paramedics. Paramedics are able to administer advanced life support,
while EMTs administer basic life support.

Whenever a fire occurs, two trucks typically travel to the location. Two pumper trucks usually
respond to residential fire calls while a pumper and the aerial truck respond to industrial,
commercia, and downtown fires. Although the aeria truck pumps water, that vehicle is not
generally dispatched singularly. Rather, it isaccompanied by at |east one pumper.

In most instances, the Captain and afirefighter travel inthelead truck while another two firefighters
follow in a second truck. Thefifth firefighter remains at the station. If it isa particularly serious
fire, the Captain may staff the first truck with three individuals, and the second truck with two,
leaving the firehouse temporarily empty. If afire occursin which occupant or firefighter injury is
likely, the Department sends an ambulance in addition to the two trucks.

If aparticular shift isstaffed with lessthan fivefirefighters, then al of the firefightersrespond to the
call. The on-duty Captain informs the Police Department about the empty station and requests the
Police Department to call in two firefighters to the station. The two firefighters are called to the
station in case another emergency occurs while the first call is serviced. Off-duty firefighters are
paged whenever acall isreceived and they are also required to respond.
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EMS Service
The Occupational Outlook Handbook, assertsabasic EMT “istrainedto carefor patientson accident
scenes and on transport by ambulance to the hospital under medical direction. They have the
emergency skills to assess a patient’s condition and manage respiratory, cardiac, and trauma
emergencies.”

The Occupational Outlook Handbook also states, a paramedic “ provides the most extensive pre-
hospital care. In addition to the [basic EMT knowledge] paramedics may administer drugs orally
and intravenously, interpret electrocardiograms (EK Gs), perform endotracheal intubations, and use
monitors and other complex equipment.”

Whenever an EMS call isreceived, arun is sent out with two employeesin the ambulance and one
employeewithin achasevehicle. If thethird personisnot needed at the scene, they returnto thefire
station. For each call, an ambulance run report isfiled. If the call resultsin ahospital transport, a
copy of theambulance run report is provided to the hospital, and the hospital providesthe necessary
insurance information for the patient. Only runsthat conclude with a hospital transport are billed.

Copiesof theambulancerun report and insuranceinformation are maintai ned by the Fire Department
and provided to the City’ s service organization, J& H Medical Billing Services (J& H), for billing.
The City is unable to provide awritten policy that supports this practice.

For residents and peopleworking within the City, theamount accepted as payment for an ambulance
transport isdetermined by theinsurance company’ s payment. A Girard resident or aperson working
within the City is not responsible for the ambulance transportation cost. If the cost is not covered
by theinsurance company, abill is sent to the citizen; however, payment is not expected or pursued.
The City is unable to provide awritten policy that supports this practice.

Peoplewho do not liveor work within City limitsareliablefor their ambul ance transportation costs.
The insurance company is billed and the remaining balance is billed to the individual. If payment
isnot made, J & H’s Collection Department pursues collection.

Whenever paymentsarereceived from aninsurance company or individual, therecei ptsarerecorded
within accounting ledgers at the Fire Department. The receipts are forwarded to J & H for
processing and ultimately, the receipts are returned to the City Auditor and deposited. The City
records the recei pts within the City’ saccounting records. The City generally receivesreceiptsfrom
J& H once aweek.
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J & H provides monthly reports to the City as follows:

Transaction Register

Recovery Percentage Report

Month End Balance Sheet

Count Percentage (CPT) Frequency Report
Daily Charge Recap by Day

Open Receivables by Original Pay Type
Open Receivables by Current Pay Type
Monthly Check Register Paid In

Open Receivables by Individual Insurance
AlphaList of Accountswith Credit Balances
AlphaList of Open Patient Accounts
AlphaList of Collection Patient Accounts
Daily Payments

TheFire Chief previoudy reviewed the monthly reports. However, sincethe Fire Chief’ sretirement
earlier in 2001, those reviews are no longer performed.

J & H hills the City based upon a percentage of the receipts received. That percentage was
determined to be 8%. A current contract with J & H does not exist which supports the 8%.
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Findings/Recommendations/Commendations

F8.1 In response to the City's current financial condition, the City laid-off all 13 part-time
firefighters effective December 28, 2001.
Thefollowing T ablecomparesthe City of Girard and peer citiesDepartmental classifications
and staffing levels as of September 30, 2001.
Table 8-3: Departmental Classification and Staffing
East
Girard Cambridge Liverpool Shelby Average
Chief 1 1 1 1
Assistant Chief 3 3 2
Captain 3 3 3 2
I nspector 1 1 1 .67
Lieutenant 1 3 -- 133
Engineer -- 6 - - -
Firefighters (including part-time) 133 6 18 13.6 125
Total Departmental FTE’s 17.3 21 26 17.6 215

Source: Obtained from the respective City
Note: Each part-time employee approximates .1 FTE's

The City of Girard’ sDepartmental classificationsconsist solely of Captainsand Firefighters
(full- and part-time). Girard’sDepartmental classification mirrors Shelby but itisdissimilar
to Cambridge and East Liverpool.

Girard maintains 17.3 Departmental FTE's, while the peer averageis21.5. Cambridge and
East Liverpool maintain the highest at 21 and 26, respectively, while Shelby hasthe least at
17.6. Even by adding afire chief, the City’' s FTE' s are less than the peer average by nearly
3. Additionally, Girard also provides EM S while the peers do not provide such services.

The typical Departmental shift consists of a Captain and four firefighters. The City’'s
International Association of Firefighters (IAFF) contract requires minimum staffing levels
of three employeesfor each shift. If ascheduled shift dropsbelow minimum staffing, either
full- or part-time firefighters are called in.
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Clerical and administrativefunctionsaretypically performed by the Chief and Firenspector.
Phone calls are answered by the respective shift Captain; however, 911 cals are initially
answered by police dispatch.

Table 8-4 compares select criteria of the City of Girard and the peer cities.

Table 8-4: Select Comparisons

East Peer
Girard Cambridge Liverpool Shelby Average

Square Miles Covered 5.9 36 45 54 31.50
Square Mile Coverage per FTE 34 1.80 .18 3.25 174
2000 Call-outs (non-EMS) 400 909 777 375 687
Call-outsper FTE 231 455 311 22.6 331
2000 expenditures (rounded to

nearest $100) $1,259,900 | $1,285,400 $2,228,600 $707,400 | $1,407,100
Cost per Run (rounded to the

near est $100) $3,150 $1,414 $2,868 $1,886 $2,056

Source: Obtained information from the respective fire departments

Note: Fire Chief isexcluded from calculations. The peer cities do not provide EM S services. For purposes of this
analysis, al medical calls are excluded from the Table. Girard figures exclude Medic Calls, Backup Medic Calls,
Basic Cdlls, and Patient Refusals. Cambridge figures exclude calls classified under the “ Rescue and Emergency
Medical Service Incidents’ category within the City’s annual incident report. East Liverpool figures exclude
“Medica related calls’ category within the City’s peer information response. Shelby figures exclude “ Total EMS
runs’ category within the City’ s annual incident report.

! The City of Cambridge 2000 expenditures do not include hospitalization expenditures, while the other cities
include hospitalization expenditures

Girard sSquare Mile Coverageper FTE is.34, whichisapproximately 1.4, or 80%, lessthan
the peer average. Shelby isthe highest, at 3.25 Square Mile Coverage per FTE, while East
Liverpool islowest with .18. The Cities of Cambridge and Shelby cover the city limitsand
certain adjoining townships.

The City of Girard's Fire Department offers EMT and paramedic services which are not
offered by any of the peer cities.

Girard's Call-outs per FTE approximate 23.1, which is approximately 10 |ess than the peer
average. Cambridge has the highest Call-outs per FTE at 45.5, while Shelby has the least
Call-outs per FTE at 22.6.
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Asreflected in Table 8-4, the cost per runinthefiscal year 2000 for the City of Girard’ sFire
Department was greater than the peer average by approximately $1,100. East Liverpool (the
highest peer) is approximately $300 lower than Girard, while Cambridge (the lowest peer)
is approximately $1,700 lower than Girard.

The City should reinstate the thirteen part-time firefighters who were laid-off in December
2001. Maintaining the Department staffing (at post reduction levels) may significantly
impact the City’ s ability to provide services and also presents certain safety issues to those
remaining Departmental employees. The reinstatement considers the City will implement
the various other recommendations throughout this report.

The City should consider whether afull- or part-timeclerical position may be appropriatefor
theDepartment. Clerical functionsarecurrently performed withinthe Department; however,
those functions are performed by the Chief (vacant) and Fire Inspector, whose salaries and
levels of responsibility may not be commensurate with that type of work.

The Fire Department utilizes J & H Medical Billing (J & H), an outside billing service, to
bill emergency medical services. An outside billing service is considered a service
organization which processes accounting transactions on an entity’s behalf. Upon the
determination that an organizationisa“service organization,” aSAS 70 audit report should
be prepared. SAS (Statement on Auditing Standards) 70 is* an auditing standard devel oped
by the American Institute of Certified Public Accounts (AICPA) which allows service
organizations to disclose their control activities and processes to their customers' auditors
inauniform reporting format.” J& H doesnot havea SAS 70 report and a contract does not
exist which requires J & H to receive such areport. Additionally, acontract does not exist
which establishes the 8% or any other service fee assessed by J & H.

Much of the EM S operating, billing, and collection activities are based upon past practices
versus documented City policies. Other than an August 1993 letter to an EM S customer,
neither the City nor J& H provided documentation which supportsthe practice of not billing
and pursuing all patrons or whether only runs which result in a transport are billed.
Additionally, the City was unable to provide an approved fee schedule. While J & H
provided a fee schedule, it was dated on the date of our request.

The following Table illustrates the EMS billings versus collections for fiscal years 1998
through 2000 and for the 9 months ended September 30, 2001.
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Table 8-5: EM SBillings versus Actual Receipts

For the9
months ended
1998 1999 2000 September 30, 2001

No. of Billsgenerated by J& H 645 635 597 439
Amount Billed by J& H (rounded to

nearest $100) $357,400 $344,200 $319,700 $235,000
Total EM'S Receipts (rounded to

nearest $100) $187,400 $220,500 $195,800 $144,700
Receipts (Under) Billings ($170,000) | ($123,700) | ($123,900) (%$90,300)

Source: Amount billed obtained from J & H; EMS receipts obtained from respective Detail Trial Balance obtained

from City

Note: Therespective Fire Department annual run reports do not reconcile to thetotal J& H billsranging from6to 16,
each year. In most instances, the number of runs exceed the bills generated

From 1998 through 2000 and for the 9 months ended September 30, 2001, billings totaled
$1.25 million while collections amounted to $748,400. The City did not collect nearly
$510,000 or 40% of the total billings. Alternatively, for 1998 through 2000, “Receipts
(Under) Billings” averaged $140,000 while the annualized 2001 “ Recei pts (Under) Billings
approximate $120,000.

A Girard resident, or a person working within the City, isnot responsiblefor the ambulance
transportation cost. Rather, for residents and people working within the City, the amount
accepted as payment for an ambulance transport is determined by the insurance company’s
payment. If the cost is not covered by the insurance company, abill is sent to the citizen;
however, payment is not expected or pursued.

In addition, City management asserted only those EM S calls which result in a transport to
thehospital arebilled. Therefore, “patient refusal” callstotaling 167, 124, and 145in 1998,
1999, and 2000, respectively were not billed. From 1998 though 2000, transportation
refusals totaled 436 or approximately 18.85% of the total EM S runs.
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R8.3 TheCity should establish clearly documented EM S policies. Those policesshould establish
EM S operating requirements, create an approved fee structure, document patron billing and
collection parameters, establish account write-off criteria, and require City oversight of the
operating and financial activities. Patron billing and collection criteria and whether to hill
some amount for “patient refusals’ are particularly important financial implications which
should be closely considered as the policy is developed. In fact, the City should modify its
current practice and make every effort to collect al billings.

Once devel oped, the City and J & H should include these items, length of time, and SAS 70
report or any other requirements within a fully executed contract. SAS 70 guidance is
available at sas70.com.

TheCity shouldreeval uatethe current practice of forwarding receiptsto J& H for processing
versus merely recording those receipts and providing adequate documentationto J & H to
facilitate their processing procedures.

Financial Implication: Assuming“Receipts(Under) Billings’ continueto average $140,000
each year and the City collectsroughly 70% of that amount, the EM Sreceiptswould increase
$100,000 each year. The increase would positively impact the Capital Projects Capital
Improvement Safety Miscellaneous Fund (Fund). Fire Department / EM S salariestotaling
$100,000 could then be alocated from the General Fund to this Fund annually and the
General Fund would be positively impacted.

X
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The Capital Projects Capital Improvement Safety Miscellaneous Fund (Fund) is funded
solely by EMSreceipts. The Fund partially supports discretionary Fire Department / EMS
and Police Department expenditures. At December 31, 1998, 1999, and 2000, the fund cash
balance averaged $113,500 while the fund cash balance totaled $160,600 at September 30,
2001. The City should continue to use this Fund to provide certain discretionary
Departmental items. However, the City should also charge certain Fire Department / EMS
salariesto this Fund.

The City should also determine a sufficient reserve within this Fund (i.e., 10% of annual
receipts or some other amount) to cover unanticipated future expenditures.

Finally, based upon the Fund’ s financial purpose, the City should also evaluate the Fund’s
Capital Projects Fund Type classification and consider classifying it as a Special Revenue
Fund Type.
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Financial Implication: Assuming the Fund bal ance approximates $160,000 at December 31,
2001 and the City establishes a $20,000 reserve, the City should allocate, during 2002, Fire
Department / EMS salaries totaling $140,000 from the General Fund to this Fund. The
General Fund would be positively impacted.

On going, the City should also allocate certain Fire Department / EM S salariesto this Fund
as well. Assuming EMS receipts total $200,000 and discretionary Fund expenditures
approximate the 1998 through 2000 average, of $174,000, the City should alocate Fire
Department / EM S sal aries approximating $25,000 each year from the General Fund to this
Fund. The General Fund would be positively impacted.

The City provides and receives limited mutual aid assistance from surrounding areas. A
1998 through 2000 Fire Department report reflects the City provided mutual aid 3, 14, and
6 times, respectively, while for the same time period, the City received mutual aid 2, 8, and
zero times, respectively. City management asserted the mutual aid consists of both fire and
EMS services. The City was unable to provide written mutual aid agreements.

The City should develop and execute mutual aid agreements with those surrounding areas
whichthe City providesmutual aid assistanceto or receivesmutual aid assistancefrom. The
agreements should clearly document the terms and conditions of the mutual aid including:

Requesting Assistance

Responding to Requests for Assistance
Pre-Emergency Planning

Preplanned Resources (Equipment and Personnel)
Command Responsibility

Termination of Service

Liability

Compensation

Duration and Termination of Agreement

The Department maintains a fleet of specialized vehicles and apparatus to facilitate the
Department’ s operations.
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Thefollowing Table comparesthe Fire Department / EM S vehicle fleet sizes of the City of

Girard with the peer cities.

Table 8-6: Vehicle Fleet versus Peer Cities

Girard Cambridge East Liverpool Shelby Peer Average
Fire/ EMS Vehicles 7 8 9 7 8
FTE's 17.3 20 25 16.6 20.5
Vehiclesper FTE 0.40 0.40 0.36 0.42 0.39

Source: Obtained from respective City
Note: Fire Chief was excluded from each calculation. The peer cities do not provide EMS services; therefore, those
cities do not have ambulances. For purposes of this analysis, Girard’ s two ambulances are excluded from the Table

Girard's .40 Vehicles per FTE is less than Shelby (the highest peer) and exceeds the peer
average by .01. The City of East Liverpool maintains the lowest Vehicles per FTE at .36.

The following Table illustrates the Department’ s vehicle mileages.

Table 8-7: Vehicle Mileage
(rounded to the nearest 100 miles)

Vehicle Mileage Vehicle Mileage
1972 Ladder Truck (No. L24) 8,800 | 1995 Inspector’s Car (No. C241) 43,000
1989 Ambulance (No. M241) 51,400 | 1997 Ambulance (No. M24) 28,500
1989 Pumper (No. E241) 11,600 | 1999 Pumper (No. E1) 3,000
1993 Chief Car (No. 101) 47,400 | 1999 Chase Car (No. C24) 12,300
1995 Rescue (No. R24) 5,700 | 2000 Rescue Boat -1

Source: Girard Fire Department (as of December 24, 2001)
! Mileage does not apply to thisinflatable boat. Additionally, the inflatable boat is excluded from the vehicle count

The highest mileage vehicles include the 1989 ambulance, the Chief’s Car, and the
Inspector’s Car, while the oldest vehicle is the 1972 Ladder Truck. Other than those four
vehicles, the Department’ s fleet has relatively low mileage and is reasonably aged.
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Street Department

Background

This section of the performance audit focuses on the operations of City of Girard’'s Street
Department (the Department). For the purposes of this section, we limited the scope of our
examination to focus on staffing levels, scope of services, and vehicle fleet.

Chart 9-1. Organizational Chart (includesfull- and part-time employees)

Service Director
m

Street Commissioner
®

Mechanic Semi-skilled Laborer Laborer/Meter Reader Heavy Equipment Operator | | Light Equipment Operator Maintenance
(0] @ @Pr7) () @ (0]

The Department includes 11 employees, excluding the Service Director. Job descriptions and
requirements exist for each Department employee. The Laborer/Meter Reader position isnot fully
dedicated to Departmental functions, and those employees do not represent a full-time equivalent
(FTE) for the Department. Rather, both the Laborer/Meter Readers equal one FTE. This position
represents shared labor with the Water Department. Refer to Table 9-2 for a discussion regarding
departmental FTE'’s.

Financial Data

Tables 9-1.1 through 9-1.3 summarize the respective City Funds which support the Departmental
operationsfor fiscal years 1998 through 2000 and for the 9 months ended September 30, 2001. The
supporting Fundsinclude: the Special Revenue Street Construction Fund (No. 201), Special Revenue
State Highway Improvement Fund (No. 202), and Special Revenue Street Permissive Motor Vehicle
License Tax Fund (No. 203).

These Funds receive Gas Tax receipts, Motor Vehicle License Tax receipts, and Miscellaneous
receipts. Historically, the Special Revenue Street Construction Fund received a certain income tax
distribution; however, the Fund did not receive an alocation in fiscal 2001.

Street Department 9-1
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The Department’ s personnel expenditures are paid entirely through these three funds; therefore, the
Departmental personnel expenditures represent zero percent of the General Fund expenditures.

Table9-1.1: Special Revenue Street Construction Fund Receiptsand
Expenditures
(rounded to the near est $100)

For the9
months ended

1998 1999 2000 September 30, 2001
Receipts:
Gas Tax $204,000 $216,000 $226,000 $166,000
Motor Vehicle License Tax 186,000 306,000 315,000 269,000
Income Tax 216,000 206,000 160,000 --
Miscellaneous 20,000 7,000 1,000 2,000
Total Receipts 626,000 735,000 702,000 437,000
Expenditures:
Hourly Salaries® 262,000 261,000 274,000 213,000
Benefits 103,000 127,000 120,000 92,000
Supplies and Materials 86,000 121,000 112,000 82,000
Specia Projects 90,000 160,000 96,000 34,000
Salaries' 24,000 25,000 23,000 15,000
Overtime 6,000 18,000 11,000 6,000
Severance 17,000 - - -
Total Expenditures 588,000 712,000 636,000 442,000
Receipts Over/(Under) Expenditures 38,000 23,000 66,000 (5,000)
Beginning Fund Cash Balance 115,900 153,900 176,900 242,900
Ending Fund Cash Balance $153,900 $176,900 $242,900 $237,900

Source: Detailed Trial Balances, Expense Reports, Fund Balance Reports, and Revenue Reports for respective years
! Represents respective Fund' s portion of the Street Commissioner’s salary
2 Represents wages paid to all Street Employees, excluding the Street Commissioner
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Total receiptsin the Special Revenue Street Construction Fund increased approximately 12% from
1998 to 2000. The Fund is currently supported by Gas Tax receipts, Motor Vehicle License Tax
receipts, and Miscellaneousreceipts. Historically, approximately 6.5% of incometax receiptswere
allocated to the Special Revenue Street Construction Fund. Effective September 30, 2000, the City
reduced the allocation to 0.5%, and further reduced it to 0% effective January 1, 2001. No further
alterations were made since January 1, 2001.

City management believesthe day-to-day operations of the Street Department can be sel f-sufficient
through gas tax receipts and motor vehicle license receipts.

Total expendituresin the Special Revenue Street Construction Fund increased approximately 8%
from 1998 to 2000. The Department’s personnel expenditures are largely paid from this Fund.
Additionally, the Fund al so paysthe Department’ s equipment and vehicle capital |easesthrough the
Special Projects function. Overtime expenditures are minimal within the Department, and do not
vary greatly between the years.

As of September 30, 2001, the Fund's fund balance approximated $237,900. Approximately
$160,000 of the fund balance represents fiscal year 2000 income tax allocations.
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Table9-1.2: Special Revenue State Highway | mprovement Fund Receipts

Receipts:

Motor Vehicle License Tax

Gas Tax
Total Receipts
Expenditures:

Salariest

Supplies and Materials

Benefits

Total Expenditures

and Expenditures
(rounded to the near est $100)

1998 1999 2000

For the 9
months ended
September 30, 2001

Receipts Over/(Under) Expenditures 8,000 11,000 16,000

Beginning Fund Cash Balance
Ending Fund Cash Balance

$15,000 $25,000 $26,000 $22,000
17,000 17,000 18,000 13,000
32,000 42,000 44,000 35,000
12,000 13,000 13,000 10,000
8,000 14,000 10,000 2,000
4,000 4,000 5,000 4,000
24,000 31,000 28,000 16,000
19,000

16,700 24,700 35,700 51,700
$24,700 $35,700 $51,700 $70,700

Source: Detailed Trial Balances, Expense Reports, Fund Balance Reports, and Revenue Reports for respective years
! Represents Fund' s portion of the Street Commissioner’s salary

Total receiptsin the Special Revenue State Highway Improvement Fund increased approximately
40% from 1998 to 2000, while total expenditures increased approximately 16.7%. The Fund is
supported by Gas Tax receipts and Motor Vehicle License Tax receipts. Departmental personnel
expenditures not paid by the Special Revenue Street Construction Fund are paid through the Special
Revenue State Highway Improvement Fund. These expenditures are related to the Street
Commissioner’s salary and personnel expenses.
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Table 9-1.3: Special Revenue Street Permissive Motor Vehicle License Tax
Fund Receipts and Expenditures
(rounded to the near est $100)

For the9
months ended
1998 1999 2000 September 30, 2001
Receipts:
Permissive Motor Vehicle License Tax $108,000 $116,000 $116,000 $95,000
Expenditures:
Resurfacing 134,000 67,000 83,000
Issue Il Trumbull Road 4,000
Total Expenditures 138,000 67,000 83,000
Receipts Over/(Under) Expenditures (30,000) 49,000 33,000 95,000
Beginning Fund Cash Balance
(Deficit) (4,500) (34,500) 14,500 47,500
Ending Fund Balance (Deficit) ($34,500) $14,500 $47,500 $142,500

Source: Detailed Trial Balances, Expense Reports, Fund Balance Reports, and Revenue Reports for respective years

Total receiptsin the Special Revenue Street Permissive Motor Vehicle License Tax Fund increased
approximately 7.4% from 1998 to 2000, while total expenditures have decreased approximately
36%. The Fund issupported by Permissive Motor Vehicle License Tax receipts. Historically, road
resurfacing projectswere paid from this Fund; however, the City has ceased spending from thisfund
in fiscal 2001, thereby creating arelatively substantial fund balance of approximately $142,500.

The excess of the Department’ stotal receiptsover total expenditures (three funds combined) for the
9 months ended September 30, 2001 approximate $109,000. This represents an increase of
approximately 581% from fiscal year 1998, despite the loss of income tax receipt allocation to the
Specia Revenue Street Construction Fund. Thisisdue, in part, to the suspension of road resurfacing
(Specia Revenue Street Permissive Tax Fund) expenditures.
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Services Provided

Except for the Cambridge Street Department, which also provides trash pickup service, the Street
Department provides servicesvery similar to those of the peer cities. The other servicesinclude, but
are not limited to:

Snow / ice removal

Street repair and maintenance (patching and minor paving)
Street sweeping

Catch basin cleaning and repair

Street signs/ stop lights/ road line painting

Tree trimming

City property lawn care

Assist other departments

Other duties, as assigned
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Findings/Commendations/Recommendations

FO.1 Table9-2illustratesthe Department’ sstaffinginrelationto the peer cities, and demonstrates
that the Department’ s staffing is higher than the peers, relative to miles of street maintai ned.

Table 9-2: Departmental Staffing

Girard Cambridge East Liverpool Shelby Peer Average
Street FTE's 10 11 13 11 11.7
Street Mileage 51 161 -1 75 118
Milesper FTE 51 14.6 6.8 10.7

Source: Peer city information obtained from the respective peer city; Girard information obtain from City Engineer

and Street Department
Note: Street Mileage consists of al non-alley, paved streets

! East Liverpool provided street mileage of approximately 200 miles, whichincludesalleys. East Liverpool wasunable
to specify the alley miles, so that City is not considered within this analysis

Table 9-2 indicates the peer average is one employee per 10.7 road miles while Girard
maintains one employee for 5.1 road miles or roughly half of the peer average. The most
comparable peer was Shelby with 6.8 road miles per employee. The highest peer was
Cambridge with 14.6.

Table 9-3: Impact of Staffing Reductions (based on 51 miles of road)

FTE Leve MilesPer FTE
10 51
9 57
8 6.4
7 7.3
6 8.5
5 10.2

! staffing level as of September 30, 2001

According to Table 9-3, for the Street department to maintain comparable staffing levelsas
to the peer average (according to miles of roads maintained), the Department’s staffing
should approximate 5 versus the current 10 employees.
Department’ s staffing should approximate 7.5 employees.

If compared to Shelby, the
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R9.1 The City recently laid-off 2 FTEsin the Department.
Financial Implication: Based upon this decision and assuming an average annual
Departmental base salary approximating $32,000 per employee, the City will save $64,000,
each year, in salary costs plus Pension costs approximating $8,600.

Assuming employee insurance costs approximate $9,000 annually, the City will also save
$18,000 each year with reduced insurance costs.

The City will incur certain employee costs approximating $27,200 related to these
reductions. Therefore, during 2002, the net annual expenditure reductionswill approximate
$63,400. For 2003 through 2006, the total annual expenditure reductionswill approximate
$90,600.

The savings could help service a portion of the $174,800 annual State Route 422 Note
payment. That Noteis currently serviced through the Capital Projects Capital Improvement
Street Utilities Fund via an annual income tax allocation. Consequently, more income tax
receipts could be allocated to the General Fund.

Future salary and overtime increases were not considered within the calculation.

The City should continually evaluate the Department’s staffing and ensure the services
provided by that Department are commensurate with the staffing levels.

F9.2 Tables9-1.1through9-1.3reflect that thefinancial condition of the Department’ ssupporting
fundsis positive, even in the absence of income tax allocation. As aresult of ceasing all
major resurfacing projects and reducing staff as previously recommended, the condition of
these funds are expected to remain positive in the near future.

A
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Using the City’s November 30, 2001 financial records, the projected December 31, 2001
Specia Revenue Street Construction Fund fund balance should approximate $90,000. The
City should maintain amodest fund balance, $10,000, and City Council should formally act
to move $80,000 (portion of 2000 income tax allocations) to the General Fund. On an
ongoing basis, the City should continue the practice of not allocating incometax receiptsto
the Specia Revenue Street Construction Fund.
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Financial Implication: Since $80,000 of that fund balance was from discretionary City
Council action (income tax allocation), the City should formally move that $80,000 to the
General Fund. The General Fund’ sfund balance would realize aone-time positivefinancial
impact of $80,000. The Special Revenue Street Construction Fund’s fund bal ance would
realize a one-time adverse financial impact of $80,000.

The Genera Fund isincluded within the Financial Forecast; therefore, the $80,000 impact
related to the General Fund isreflected within the Financial Forecast. The Special Revenue
Street Construction Fundisnot included within the Financial Forecast so the $80,000 impact
to that Fund is not reflected in the Financial Forecast.

F9.3 ORC 4503.02 provides that Permissive Motor Vehicle License Tax can be used to service
debt related to highway improvements. The City should use this revenue stream to help
service the State Route 422 Note. However, altering the allocation of this revenue stream
will have an adverseimpact on the City’ s ability to conduct street resurfacing projectson an
ongoing basis.

R9.3.1 The City should utilize the Permissive Motor Vehicle License Tax Fund receiptsto service
aportion of the State Route 422 Note.

Financial Implication: The City should use a portion of the Permissive Motor Vehicle
License Tax receipts to help service the State Route 422 Note. As of September 30, 2001,
the tax receipts totaled approximated $95,000. Permissive Motor Vehicle License Tax
receipts have historically totaled, at least, $100,000 annually. Presuming the City suspends
all capital expenditures for road resurfacing, $100,000 should be dedicated to servicing the
State Route 422 Note annually. The use of permissive motor vehicletax receiptscould help
service a portion of the $174,800 annual State Route 422 Note payment. That Note is
currently serviced through the Capital Projects Capital Improvement Street UtilitiesFundvia
an annual income tax allocation. Consequently, more income tax could be allocated to the
General Fund.

R9.3.2 Using the City’s November 30, 2001 financia records, the projected December 31, 2001
Special Revenue Street Permissive Motor Vehicle License Tax Fund fund balance should
approximate $211,000. The City should maintain amodest fund balance, $61,000, and City
Council should formally act to move $150,000 (portion of previousincome tax allocations
to Special Revenue Street Construction Fund for debt payments that could have been made
from Specia Revenue Street Permissive Motor Vehicle License Tax Fund without income
tax allocation) to the General Fund.
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Financial Implication: The General Fund would realize a positive financial impact of
$150,000 following the transfer of fund balance. The Specia Revenue Street Permissive
Motor Vehicle License Tax Fund would realize a negative financial impact of $150,000
following the transfer of fund balance.

The Genera Fund isincluded withinthe Financial Forecast; therefore, the $150,000 impact
related to the General Fund isreflected within the Financial Forecast. The Special Revenue
Street Permissive Motor Vehicle License Tax Fund is not included within the Financial
Forecast so the $150,000 impact to that Fund is not reflected in the Financial Forecast.

F9.4 The Department maintains a fleet of vehicles to facilitate the Department’s operations.

Table9-4illustratesthe Department’ s vehiclefleet composition. Inaddition to thevehicles

listed inthefollowing T able, the Department occasionally borrowsthe Sewer Department’ s

rodder truck to assist in the flushing of catch basins. Mileage for certain Departmental

vehiclesis not applicable.

Table 9-4: Vehicle Mileage
(rounded to the nearest 100 miles)
Vehicle Vehicle
Description Mileage/Hours Description Mileage/Hours

1976 Front Loader -3 1994 No. 7 F700 Diesel Truck® 23,600 miles
1983 Tilt Cab 8,800 miles | 1994 One-Ton Dump Truck?® 29,200 miles
1987 Pickup Truck 21,100 miles | 1994 S-10 Pickup Truck 58,100 miles
1987 1720 Series Tractor 1,650 hours 1995 No. 8 F800 Diesel Truck® 11,400 miles
1987 Bucket Truck 78,500 miles | 1996 Street Sweeper 6,500 miles
1988 Pickup Truck 86,900 miles | 1999 No. 9 Diesal Truck® 2,500 miles
1993 Back Hoe 2,384 hours 1996 3 Ton Roller and Trailer -3
1994 No. 6 F700 Diesel Truck® 23,600 miles | Paver and Trailer -3

Source: List of vehicles obtained from Street Commissioner
'Thisvehicleisa2 3/4 ton dump truck which is also used for snow plowing
2Thisvehicleisa 1 ton pickup truck which isalso used for snow plowing. This vehicle has more maneuverability than

the 2 3/4 ton truck

3 Miles/hours are not available from the Department
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The vehicles maintained by the Street Department are consistent with the nature of vehicles
maintained by the peer cities, and are consistent with the Department’ s responsibilities as
well. The Department’ sfour large diesel trucks average approximately 15,300 miles each,
while its four pickup/bucket trucks average approximately 61,200 miles each. The
Department’ s Tilt Cab isused in the cleaning of catch basins, and had approximately 8,800
miles.
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The Department’ s current fleet of four large snow plowing trucks (2 3/4 ton dump trucks)
is not necessary. In light of the City’s recent Department reduction (See R9.1), aswell as
the current size of the City, the Department should consider selling one of the 2 3/4 ton dump
trucks.

Financial Implication: Presuming the City sold one 2 3/4 ton dump truck for $18,000, the
proceeds should be recorded in the Special Revenue Street Construction Fund, which would
realize a one-time positive financial impact. The proceeds should be used to help pay a
portion of the Fund’s capital |ease obligations.

This Fund is not included within the Financial Forecast. Therefore, the $18,000 is not
presented there.
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Contractual Assessments

Background

Certain major contractual issues of the City of Girard (the City) have been assessed and compared
to peer cities and illustrated in the following pages. Many of these issues have been assessed to
reflect their financial implications. Contractua commitments directly and significantly impact the
City' s operating budget. The implicit assumption is that immediate implementation of any of the
associated contractual recommendations will require additional union negotiations.

Performance Measures

Thefollowingisalist of performance measures that were used to review the City’ s bargaining unit
agreements:

o Assess the City’ s compensation
o Assess the City’ s benefits
o Assess the City’ s insurance benefits

City of Girard employees are represented by four distinct unions with five bargaining units. These
contracts cover the three-year period starting January 1, 2001 and expiring on December 31, 2003.
The Fire Department is represented by the International Association of Firefighters Local 1220
(IAFF). The Police Department isrepresented by the Fraternal Order of Police (FOP) and the Ohio
Patrolmen’ s Benevolent Association (OPBA). The FOP representstwo bargaining units; the Patrol
Officersand the Radio Dispatchers. OPBA representsthe Police Captains. The Treasurer, Auditor,
Street, Water, Wastewater, and Administration departments/officesare represented by the American
Federation of State, County, and Municipal Employees (AFSCME) Local 3356. The City has 155
full- and part-time employees, 77 of which are members of one of the above unions (roughly 50%).
See Table 10-1 for a union membership breakdown.
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Table10-1. September 30, 2001 Union M ember ship and Non-Union Employees

Bargaining Unit Union Members
International Association of Firefighters Local 1220
Firefighters (IAFF) 16
Police Captains Ohio Patrolmen’ s Benevolent Association (OPBA) 5
Patrol Officers and Radio Dispatchers Fraternal Order of Police (FOP) 19
Treasurer, Auditor, Street, Water,
Wastewater, and Administration American Federation of State, County, and
departments/offices Municipal Employees Local 3356 (AFSCME) 38
Total Union Employees 78
Total Other Employees Including Part-Time and
Ordinance Employees 77
Total City Employees 155
Source: September 29, 2001 Payroll Check Register Report
Table 10-2 summarizes unionized employee work hours for Girard and the peer cities.
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Table10-2: Work Hours

Unions Girard Cambridge East Liverpool Shelby
24 hour shift and 48 24 hour shiftand 48 | 24 hour shift and 48 24 hour shift and 48
hours of f hours off hours of f hours off
53 hours/ week 56 hours/ week 56 hours/ week 53 hours/ week
IAFF 2,756 hours/ year? 2,912 hours/ year 2,912 hours/ year 2,756 hours/ year®
Officers:
10 hour shift
3 shifts
40 hours/ week
2,080 hours/ year
Dispatchers:
8 hour shift 8 hour shift 8 hour shift 8 hour shift
3 shifts 3 shifts 3 shifts 3 shifts
40 hours/ week 40 hours/ week 40 hours/ week 40 hours/ week
FOP & OPBA | 2,080 hours year 2,080 hours/ year 2,080 hours/ year 2,080 hours/ year
8 hour shift including
.5 hour lunch
8 hour shift 40 hours/ week
8 hour shift including | 8 hour shift including | excluding .5 hour (42 hours/ week for
AFSCME .5 hour lunch .5 hour lunch lunch Water and Sewer
or 40 hours/ week 40 hours/ week 40 hours/ week plant employees)
IUOE? 2,080 hours/ year 2,080 hours/ year 2,080 hours/ year 2,080 hours/ year

Source: Respective bargaining unit agreements
! The International Union of Operating Engineers (IUOE) only in the Shelby
2 Girard and Shelby | AFF employees receive 6.5 shifts/days off, each year. Therefore, the annual available hours for

those employees are 156 hours (6.5 @ 24 hour shift) less than Cambridge and East Liverpool

Except for the IAFF employees, Girard and the peer cities maintain comparable shifts and work
hours. The IAFF employees are available for 2,912 hours in Cambridge and East Liverpool and
2,756 hoursin Girard and Shelby.

Table 10-3 examines contractual salary increases for Girard and the peer Cities. Those contracts
cover differingtime periods; however, fiscal year 2001 iscommon among Girard and the peer cities.
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Table 10-3: Salary Increases (by year)
Union Girard Cambridge East Liverpool Shelby
01/02/03 01/02/03 99/00/01 00/01/02
|AFF 3.5%/3.25%/3.5% 4%I/3%/3% 5%/3.25%/3.25%’ 3%/3.5%/3.5%
OPBA and 01/02/03 01/02/03 99/00/01 00/01/02
FOP 3.5%/3.25%/3.5% 4%/3%/3% 39%/3%/3% 3%/3.5%/3.5%
AFSCME or 01/02/03 01/02/03 00/01/02 01/02/03
|UOE" 3.5%/3.25%/3.5% 3%/3%/3%° 3%/3%/3% 3%/3%/3%

Source: Respective bargaining unit agreement

! The International Union of Operating Engineers (IUOE) only in Shelby

2The contract was stated in terms of dollars and the increases were converted to percentages. Theactual increaseswere
$.64/$.42/$.43/ hr

3 The contract was stated in terms of dollars and theincreaseswere converted to percentages. Theactual increaseswere
$.50/$.39/$.40/ hr

Girard IAFF salaries increased 3.5%, for fiscal 2001, while Cambridge increased the most, at 4%.
East Liverpool increased the least, at 3.25%. Girard's cumulative salary increases are .25% more
than Cambridge and Shelby and 1.25% less than East Liverpool.

Girard OPBA and FOP salariesincreased 3.5%, for fiscal year 2001, while Cambridgeincreased the
most, at 4%. East Liverpool increased the least, at 3%. Girard's cumulative salary increases are
.25% more than Cambridge and Shelby and 1.25% more than East Liverpool.

Girard AFSCME saariesincreased 3.5%, for fiscal year 2001, while each peer city increased 3%.
Girard' s cumulative salary increases exceed the peer cities by 1.25%.
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FindingsCommendations/Recommendations

F10.1 Tables10-4.1 through 10-4.3d reflect the hourly wages of Girard and the peer cities. In
addition, Tables 10-13.1 through 10-13.3c adjust those base salaries for contractual add-
ons, as applicable.

Table 10-4.1 compares hourly wages in Girard and the peer cities for Fire Department

employees. Unless otherwise noted, the peer average calculations for this and all other

Tablesin this section do not include the City of Girard.

Table10-4.1: |AFF Hourly Wages
East Peer Dollar
Position Girard | Cambridge | Liverpool Shelby Average | Difference? | % Over 2

Captain $16.80 $13.47 - $12.94 | $13.59" $3.21 24%
Lieutenant - - $14.35 --
Firefighter 14.60 1150 12.95 10.81 11.75 2.85 24

Source: Respective 2001 bargaining unit agreement
! Peer Average includes East Liverpool’s Lieutenants
2 Comparison made between Girard and Peer Average

Girard Captains earn $16.80, each hour, whichis $3.21, or approximately 24%, more than
the peer average, including Lieutenants. Shelby Captains earn the least, at $12.94 while
East Liverpool Lieutenants earn the closest to Girard, at $14.35. Assuming a 2,700 hour
work year, each Girard Captain earns roughly $8,700 more than the peer average.

Girard Firefighters earn $14.60, each hour, which is $2.85, or approximately 24 percent,
more than the peer average. Shelby Firefighters earns the least, at $10.81 while East
Liverpool Firefighters earn the closest to Girard, at $12.95. Assuming a 2,700 hour work
year, each Girard Firefighter earns $7,700 more than the peer average.

Table 10-4.2 comparesthe hourly OPBA and FOP wages of Girard and the peer cities. Al
peer city Police Departments are represented solely by the FOP.
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Table 10-4.2: OPBA and FOP Hourly Wages

East Peer Dollar
Position Girard | Cambridge | Liverpool Shelby Average | Difference’ | % Over?
Captain $21.97 -- $20.66 $19.87 $20.27 $1.70 8%
Patrol Officer 19.10 $16.18 1751 16.42 16.70 2.40 14
Dispatcher 14.69 12.29 12.94 12.79 12.67 2.02 16

Source: Respective 2001 bargaining unit agreement
! Comparison made between Girard and Peer Average

Girard Captains earn $21.97, each hour, which is $1.70, or approximately 8% more than
the peer average. Assuming a 2,080 hour work year, each Girard Captain earns roughly
$3,500 more than the peer average.

Girard Patrol Officersearn $19.10, each hour, whichis$2.40, or approximately 14%, more
than the peer average. Cambridge earns the least, at $16.18 while East Liverpool Patrol
Officers earn the closest to Girard, at $17.51. Assuming a 2,080 hour work year, each
Girard Patrol Officer earns roughly $5,000 more than the peer average.

Girard Dispatchers earn $14.69, each hour, which is $2.02, or approximately 16%, more
than the peer average. Cambridge earns the least, at $12.29 while East Liverpool
Dispatchers earn the closet to Girard, at $12.94. Assuming a 2,080 hour work year, each
Girard Dispatcher earns roughly $4,200 more than the peer average.

Tables10-4.3athrough 10-4.3d comparethe hourly AFSCME and lUOE wagesof Girard
and the peer cities. Girard, Cambridge, and East Liverpool are represented by AFSCME
while Shelby is represented by IUOE.
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Table 10-4.3a: AFSCME and IUOE Street Department Hourly Wages

East Peer Dollar % Over/

Position Girard | Cambridge' | Liverpool | Shelby' | Average | Difference? | (Under)?
Auto Mechanic $16.79 $14.77 $17.93 | $15.28 $15.99 $.80 5%
General Auto
Mechanic 16.79 12,51 14.66 13.59 3.20 24
Heavy Equipment
Operator 16.79 13.25 14.71 15.45 14.47 2.32 16
Light Equipment
Operator 15.81 1251 14.26 15.13 13.97 1.84 13
Maintenance 16.79 13.59 15.73 - 14.66 2.13 15
Semi-skilled Labor 12.13
Van Drivers
(Seniors) 12.13
Laborer 12.13 12.17 13.54 12.61 12.77 (0.64) (5)

Source: Respective 2002 bargaining unit agreement

! Step 4 or grade 4, the highest pay rate for positions

2 Comparison made between Girard and Peer Average

Girard Auto Mechanicsearn $16.79, each hour, which is$.80, or approximately 5%, more
than the peer average. Cambridge Auto Mechanics earn the least, at $14.77 while East
Liverpool Auto Mechanics earn the most, at $17.93. Assuming a 2,080 hour work year,
each Girard Auto Mechanic earns roughly $1,700 more than the peer average.

Girard General Auto Mechanicsearn $16.79, each hour, whichis$3.20, or approximately
24%, more than the peer average. Cambridge General Auto Mechanics earn the least, at
$12.51 whileEast Liverpool General Auto Mechanicsearntheclosestto Girard, at $14.66.
Assuming a 2,080 hour work year, each Girard General Auto Mechanic earns roughly
$6,700 more than the peer average.

Girard Heavy Equipment Operators earn $16.79, each hour, which is $2.32, or
approximately 16%, more than the peer average. Cambridge Heavy Equipment Operators
earn the least, at $13.25 while Shelby Heavy Equipment Operators earn the closest to
Girard, at $15.45. Assuming a 2,080 hour work year, each Girard Heavy Equipment
Operator earns roughly $4,800 more than the peer average.
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Girard Light Equipment Operators earn $15.81, each hour, which is $1.84, or
approximately 13%, more than the peer average. Cambridge Light Equipment Operators
earn the least, at $12.51 while Shelby Light Equipment Operators earn the closest to
Girard, at $15.13. Assuming a 2,080 hour work year, each Girard Light Equipment
Operator earns roughly $3,800 more than the peer average.

Girard Maintenance earns $16.79, each hour, whichis$2.13, or approximately 15%, more
than the peer average. Cambridge Maintenance earns the least, at $13.59 while East
Liverpool Maintenance earnstheclosest to Girard, at $15.73. Assuminga2,080 hour work
year, each Girard M ai ntenance empl oyee earnsroughly $4,400 more than the peer average.

The peer cities do not have comparable Semi-skilled Laborer and VVan Driver Positions.

Girard Laborersearn $12.13, each hour, which is $.64, or approximately 5%, lessthan the
peer average. Cambridge Laborers earn the least of the peers, at $12.17 while East
Liverpool Laborers earn the most, at $13.54. Assuming a 2,080 hour work year, each
Girard Laborer earns roughly $1,300 less than the peer average.

Table 10-4.3b: AFSCME and IUOE Water Department Hourly Wages
East Peer Dollar % Over/

Position Girard | Cambridge' | Liverpool | Shelby! | Average | Difference’ | (Under)?
Foremen $18.90 -- -- $15.99
Maintenance $16.85 $13.59 $15.02 | $17.48 $15.36 $1.49 10%
Service Person 16.15 13.22 15.02 17.79 15.34 0.81 5
Semi-skilled Labor 15.81 - - 15.49
Meter Reader 12.95 1251 14.22 15.23 13.99 (1.04) @)
Laborer 12.13 - 1354 | 14.92 14.23 (2.10) (15)
Cashier 2 (office
manager) 15.16 - 15.76
Cashier 1 13.86 -- 12.68 -- -- -- --
Computer Clerk 13.05 -- 14.86 -- -- -- --

Source: Respective 2002 bargaining unit agreement
! Step 4 or grade 4, the highest pay rate for positions
2 Comparison made between Girard and Peer Average

Girard Foremen earn $18.90, each hour, or approximately $2.91 more than Shelby.
Assuminga2,080 hour work year, Girard Foremen earnroughly $6,100 morethan Shelby.
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Girard Maintenance earns $16.85, each hour, which is$1.49, or approximatel y10%, more
than the peer average. Cambridge Maintenance earns the least, at $13.59 while Shelby
Maintenance earns more than Girard, at $17.48. Assuming a 2,080 hour work year, each
Girard Maintenance employee earns roughly $3,100 more than the peer average.

A Girard Service Person earns $16.15, each hour, which is $.81, or approximately 5%,
more than the peer average. A Cambridge Service Person earnstheleast, at $13.22 while
an East Liverpool Service Person earns more than Girard, at $17.79. Assuming a 2,080
hour work year, each Girard Service Person earns roughly $1,700 more than the peer
average.

Girard Semi-skilled Laborers earn $15.81, each hour, or approximately $.32 more than
Shelby. Assuminga2,080 hour work year, each Girard Semi-skilled Laborer earnsroughly
$700 more than Shelby.

Girard Meter Readers earn $12.95, each hour, which is $1.04, or approximately 7%, less
than the peer average. Cambridge Meter Readers earn the least of the peers, at $12.51
while Shelby Meter Readers earn more than Girard, at $15.23. Assuming a 2,080 hour
work year, each Girard Meter Reader earns roughly $2,200 |ess than the peer average.

Girard Laborers earn $12.13, each hour, which is $2.10, or approximately 15%, less than
the peer average. The City of East Liverpool Laborersearn theleast of the peers, at $13.54
while Shelby Laborers earn more than Girard, at $14.92. Assuming a 2,080 hour work
year, each Girard Laborer earns roughly $4,400 |ess than the peer average.

A Girard Cashier 2 earns $15.16, each hour, or approximately $.60 less than East
Liverpool. AssumingaZ2,080 hour work year, each Girard Cashier 2 earnsroughly $1,200
less than East Liverpool.

A Girard Cashier 1 earns $13.86, each hour, or approximately $1.18 more than East
Liverpool. Assuminga?2,080 hour work year, each Girard Cashier 1 earnsroughly $2,500
more than East Liverpool.

A Girard Computer Clerk earns $13.05, each hour, or approximately $1.81 less than East
Liverpool. Assuminga 2,080 hour work year, each Girard Computer Clerk earnsroughly
$3,800 less than East Liverpool.
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Table 10-4.3c. AFSCME and lUOE Wastewater Department Hourly Wages

East Peer Dollar % Over/

Position Girard | Cambridge? | Liverpool | Shelby? | Average | Difference® | (Under)?
Chief Operator $18.23 $22.48 $1658 | $15.73 | $18.26 ($0.03) (0%)
Plant Operator 16.96 16.06 15.14 15.37 15.52 144 9
Pretreatment
Coordinator 17.74 13.49
Utility Operator 16.89 - 15.14 15.53 15.34 155 10
Semi-skilled
Operator 15.81 12.51
Maintenance 17.34 13.59 15.02 - 14.31 3.03 21
Asst. Maintenance' 15.81 14.16
Electrician 18.11
Light Equipment
Operator 16.15 12.51
Laborer 12.13 12.17 13.54 9.96 11.89 .24 2
Clerk 2 14.61 12.68
Clerk 1 13.86
Vac On Operator 16.79

! With three years service
2 Step 4 or grade 4, the highest pay rate for positions
3 Comparison made between Girard and Peer Average

Source: Respective 2002 bargaining unit agreement

The Girard Chief Operator earns $18.23, each hour, or approximately $.03 less than the
peer average. The Shelby Chief Operator earns the least, at $15.73 while the Cambridge
Chief Operator earns the most, at $22.48. Assuming a 2,080 hour work year, the Girard
Chief Operator earns roughly $60 less than the peer average.

Girard Plant Operators earn $16.96, each hour, whichis$1.44, or approximately 9%, more
than the peer average. East Liverpool Plant Operators earn the least, at $15.14 while
Cambridge Plant Operators earn the closest to Girard, at $16.06. Assuming a 2,080 hour
work year, each Girard Plant Operator earns roughly $3,000 more than the peer average.
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The Girard Pretreatment Coordinator earns $17.74, each hour, or approximately $4.25
more than Cambridge. Assuming a 2,080 hour work year, the Girard Pretreatment
Coordinator earns roughly $8,800 more than Cambridge.

Girard Utility Operators earn $16.89, each hour, which is $1.55, or approximately 10%,
more than the peer average. East Liverpool Utility Operators earn the least, at $15.14
while Shelby Utility Operators earn the closest to Girard, at $15.53. Assuming a 2,080
hour work year, each Girard Utility Operator earns roughly $3,200 more than the peer
average.

Girard Semi-skilled Operators earn $15.81, each hour, or approximately $3.30 more than
Cambridge. Assuming a 2,080 hour work year, each Girard Semi-skilled Operator earns
roughly $6,900 more than Cambridge.

Girard Maintenance earns $17.34, each hour, which is $3.03, or approximately 21%, more
than the peer average. Cambridge Maintenance earns the least, at $13.59 while East
Liverpool Maintenance earnsthe closet to Girard, at $15.02. Assuming aZ2,080 hour work
year, each Girard Maintenance employee earnsroughly $6,300 more than the peer average.

Girard Assistant Maintenance earns $15.81, each hour, or approximately $1.65 more than
East Liverpool. Assuming a 2,080 hour work year, each Girard Assistant Maintenance
employee earns roughly $3,400 more than East Liverpool.

The peer cities do not have comparable Electrician, Clerk 1, and Vac On Operator
positions.

Girard Light Equipment Operators earn $16.15, each hour, or approximately $3.64 more
than Cambridge. Assuming a 2,080 hour work year, each Girard Light Equipment
Operator earns roughly $7,600 more than Cambridge.

Girard Laborers earn $12.13, each hour, which is $.24, or approximately 2%, more than
the peer average. Shelby Laborers earn the least, at $9.96 while East Liverpool Laborers
earn the most, at $13.54. Assuming a 2,080 hour work year, each Girard Laborer earns
roughly $500 more than the peer average.

A Girard Clerk 2 earns $14.61, each hour, or approximately $1.93 more than East
Liverpool. Assuming a 2,080 hour work year, each Girard Clerk 2 earns roughly $4,000
more than East Liverpool.

Of the4 Cities, only GirardisunionizedwithintheTreasurer, Auditor, and Administrative
Offices. Table 10-4.3d is presented to reflect the hourly wages of Girard employees.
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Table 10-4.3d: AFSCME and IUOE Treasurer, Auditor, and Administration

OfficesHourly Wages

Position Girard Cambridge East Liverpool Shelby
Treasurer
Office Manager $15.16 - - -
Accounting Clerk 13.86
Auditor
Audit Clerk 3 14.61
Audit Clerk 2 13.86
Audit Clerk 1 12.91
Administration
Office Manager 15.16 - - -
Administration Clerk 1 13.86
Utility Clerk 12.91
Public Building Janitor 15.81 - $13.24
Janitor 11.93 - 12.65
Cemetery Equipment Operator 16.15 - - -

Sour ce:

Py
=
o
=

Respective 2002 bargaining unit agreement

Duetothe City’ scurrent financial condition, the City of Girard should reopen negotiations
for theremaining two yearsof the current empl oyee contractsto decreasethewageincrease
from 3.25% and 3.5% in 2002 and 2003 to 0% and 2% respectively. Additionally, when
the City negotiates the next contract wage increases should be limited to 2%, 2%, and 3%
in 2004, 2005, and 2006, respectively.

Financial Implication: In order to determine the financial implication of this
recommendation, it was assumed that all salary and related benefit recommendations
throughout the entire report will be implemented. For this recommendation salaries
include benefits and overtime expenditures as both are impacted by salary adjustments.
It was al so assumed that for the years 2004 through 2006, a 3.25% rai se would have been
negotiated eachyear. Table10- 5illustratesthefinancial implication for only thosefunds
which are presented within the Financial Forecast.
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Table 10-5: Financial Implication for Limited Wage | ncreases

2002 2003 2004 2005 2006
General Fund
Salaries $3,725,700 $3,864,200 $3,854,800 $3,931,900 $4,010,500
Percent Change 3.25% 1.50% 1.25% 1.25% 0.25%
Cost Avoidance $121,100 $58,000 $48,200 $49,100 $10,000
Special Revenue Recreation Fund
Salaries $30,800 $30,800 $31,400 $32,000 $32,600
Percent Change 3.25% 1.50% 1.25% 1.25% 0.25%
Cost Avoidance $1,000 $500 $400 $400 $100
Enterprise Water Revenue Fund
Salaries $550,700 $520,800 $531,200 $541,800 $552,600
Percent Change 3.25% 1.50% 1.25% 1.25% 0.25%
Cost Avoidance $17,900 $7,800 $6,600 $6,800 $1,400
Enterprise Sewer Rental Fund
Salaries $568,800 $722,800 $737,300 $752,000 $767,000
Percent Change 3.25% 1.50% 1.25% 1.25% 0.25%
Cost Avoidance $18,500 $10,800 $9,200 $9,400 $1,900

F10.2

Tables 10-6 through 10-12 reflect the contractual add-ons for Girard and the peer cities.

Inaddition, Tables10-13.1 through 10-13.3c adjust base salariesfor contractual add-ons,

as appl

icable.

Table 10-6 compares shift premiums for Girard and the peer cities.
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Table 10-6: Shift Premium Comparison

Union Girard Cambridge East Liverpool Shelby Peer Average
Afternoon Afternoon Afternoon Afternoon Afternoon
$.30/hour; $.25/hour; $.40/hour; $.35/hour; $.33/hour;

FOP and Midnight Midnight Midnight Midnight Midnight
OPBA $.35/hour $.25/hour $.40/hour $.50/hour $.38/hour
Afternoon Afternoon Afternoon Afternoon Afternoon
$.20/hour; $.15/hour; $.35/hour; $.30/hour; $.27/hour;
AFSCME or | Midnight Midnight Midnight Midnight Midnight
|[UOE! $.25/hour $.20/hour $.40/hour $.40/hour $.33/hour

Source: Respective bargaining unit agreement
! The International Union of Operating Engineers only in the City of Shelby

F10.3

Girard’'s OPBA and FOP afternoon shift premium is $.30 per hour or approximately $.03
per hour less than the peer average. Cambridge earns the least, with $.25 per hour while
East Liverpool earns the most, at $.40 per hour.

Girard’'s OPBA and FOP midnight shift premium is $.35 per hour or approximately $.03
per hour less than the peer average. Cambridge earns the least, with $.25 per hour while
Shelby earns the most, at $.50 per hour.

Girard's AFSCME afternoon shift premium is $.20 per hour or approximately $.07 per
hour less than the peer average. Cambridge earnsthe least, with $.15 per hour while East
Liverpool earns the most, at $.35 per hour.

Girard’ SAFSCM E midnight shift premiumis$.25 per hour or approximately $.08 per hour
lessthan the peer average. Cambridge earnsthe least, with $.20 per hour while Shelby and
East Liverpool earn more than Girard, at $.40 per hour.

Table 10-7 compares longevity benefits for Girard and the peer cities.
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Table 10-7: Longevity Benefits (All Unions)

Girard Cambridge East Liverpool Shelby
Longevity at 10 $.25 $.40* $.35 $17"
years (added to base
hourly rate) 25° 29 25? 132
Longevity at 20 $.50 $.60" $.40" $.35"
years (added to base
hourly rate) 50 422 29 .26
$50/ month after 3 yrs;
$16/ biweekly after 5 | $55/ month after 5 yrs;
.025timesyears | years, $32/ biweekly | $60/ month after 10 yrs;
of service added | after 10 years; $65/ month after 15yrs; | $3/ month for
Longevity to the base $48/ biweekly after $70/ month after 20 yrs; | each year of
Cdculation hourly rate 15 years $75/ month after 25yrs | service

Source: Respective bargaining unit agreement
! Calculated by taking respective annualized longevity amount divided by hours worked in a year (2,080)
2| AFF calculated by taking respective annualized longevity amount divided by hoursworked in ayear (2,912 for East

Liverpool and Cambridge; 2,756 for Shelby)

% Girard IAFF calculated by taking respective annualized longevity amount divided by hours adjusted for payroll

purposes of 2,080.

Girard gives less longevity per hour after 10 years of service than Cambridge and East
Liverpool. After 20 years of service, Cambridge' s amount still exceeds Girard but East
Liverpool provides $.10 per hour less. Shelby gives less per hour than Girard in both
scenarios. The key area of longevity isthe length of service required to earn this benefit.
Cambridge does not give longevity until the employee has worked 5 years with the City.
East Liverpool does not provide longevity until the employee hasworked 3 years with the
City. Girard provides longevity after the first year of service. Shelby also provides
longevity after one year of service, but Shelby gives $.08 per hour less after 10 years and
$.15 per hour less after 20 years than Girard.

R10.2

timeto 5 years before longevity pay is provided to employees.

F10.4

Table 10-8.1 details |AFF employee call-out hours and on-call pay.

The City and the unions should review this provision and change the employee’s service
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Table 10-8.1: |AFF Off Duty Call-Out Pay and On-Call Pay

Girard Cambridge East Liverpool Shelby
$75 per call if lessthan 6 hours;

First hour paid at 2 $110 per call if between 6 and 4 hours paid or 2hoursor

times regular rate; 12 hours; $225 per call over 12 | actua hours actual hours
Non- every additional hour | hours. These arein addition to worked at 2 worked at 1.5
Emergency at 1.5 times regular actual hours worked at regular times regular times regular
Cdll-Out Pay rate rate rate rate

2hours or
$75 per cal if lessthan 6 hours; actual hours

First hour paid at 4 $110 per call if between 6 and 4 hours paid or worked at 2

timesregular rate; 12 hours; $225 per call over 12 | actua hours times regular

every additional hour | hours. These are in addition to worked at 2 rate for cal-
Emergency at 1.5times regular actual hours worked at regular times regular out ona
Call-Out Pay rate rate rate holiday

1 hour or actual

1 hour or actual hours worked at
Hold-Over hours worked at 1.5 - 2 timesregular _
Pay times regular rate rate

Lump sum $150 each

December for being

on call 24 hoursa
On-Call Pay day, 7 days aweek -- -- --

Source: Respective bargaining unit agreement

Although commensurate with the peers regarding non-emergency call-out and hold-over
pay, Girard pays higher emergency call-out hours than both East Liverpool and Shelby.
Additionally, Girard isthe only City which provides on-call pay.

Py
=
o
w

TheCity’ semergency call-out pay compensationishighascomparedto East Liverpool and

Shelby. For example, if an off duty firefighter earning $15 an hour is called in and works
4 hours, Girard compensates that employee 8.5 hours at the regular rate of pay or roughly
$127. Cambridge compensates that same employee 4 hours at the regular rate of pay plus
$75for atotal of $135. East Liverpool and Shel by compensate that same employee 8 hours
at theregular rate of pay or $120 and 6 hours at the regular rate of pay or $90, respectively.

During the next bargaining unit negotiation session, the City and union should reduce the
emergency call out pay to 3 hours or the actual hours worked at 1.5 times the regular rate

of pay. Thisreduction would align Girard with the peers.
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F10.5

Financial Implication: Assuming the average employee rate approximates $15 each hour
and emergency call-outs continue to approximate 170 each year, the Fire Department
personnel costswould decrease by $6,300 each year. Call-outsduring 2001 and 2000 were
130 and 212. The Genera Fund would be positively impacted by approximately $6,300
annually during 2004 through 2006.

The City’ ssalariesaready exceed the peers and the City al so currently providesafinancial
incentive for actual call-outs. Since the employees are already paid for call-outs, this
particular provision should be eliminated. During the next bargaining unit negotiation
session, the City and union should eliminate the on-call pay provision. This reduction
would align Girard with the peers.

Financial Implication: City management estimates Fire Department personnel costswould
be reduced by $2,400 each year if on-call pay was eliminated. The General Fund would
be positively impacted annually during 2004 through 2006.

Table 10-8.2 details OPBA and FOP employee call-out and court-time hours.

Table 10-8.2: OPBA and FOP Off Duty Call-Out or Court-Time Pay

Girard Cambridge East Liverpool Shelby
4 hoursor actual | 2hours or actual 4 hours or actua hours 4 hours or actual hours
Cdll-Out Pay | hoursworked hours worked worked worked

minimum of 4 hours or tofileor begin
minimum of 4 minimum of 2.5 outside of the City and 2 | charges with the County
Court-Time hours hours hours within the City Prosecutor’ s Office

minimum of 4 hours for
common pleas;

minimum of 2 hours for
Shelby Municipal Court

Rate

2 times regular rate for
cal-out; 1.5 times
1.5timesregular | 1.5timesregular regular rate for court
rate rate time 1.5 timesregular rate

Source: Respective bargaining unit agreement

Girard s cal-out pay mirrors East Liverpool and Shelby while Cambridge only pays half
as many call-out hours.
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Girard, Shelby, and East Liverpool pay a minimum of 4 hours for court-time; however,
both East Liverpool and Shelby reduce the minimum hoursto 2 hoursif the courtislocated
within the City. Cambridge only pays 2.5 hours for court-time. Assuming the court
appearanceislocated within the respective City, the peer average would be approximately
2.8 hours.

During the next bargaining unit negotiation session, the City and unions should reduce the
court time pay to aminimum of 3 hours. Thisreduction would align Girard with the peers.

Financial Implication: Assuming the average employee pay rate approximates $20 each
hour and court appearances requiring court-time pay continue to approximate 150 each
year, the Police Department personnel costs would decrease by $3,000 each year. Court
appearances requiring court-time during 2001 and 2000 were 173 and 123. The Generd
Fund would bepositively impacted by approximately $3,000 annual ly during 2004 through
2006.

Table 10-8.3 details AFSCME and IUOE employee call-out hours.

Table 10-8.3: AFSCME and IUOE Off Duty Call-Out Pay

Girard Cambridge East Liverpool Shelby

Call-
Out Pay

3 hoursfor al times
4 hours or total except between midnight 4 hours or actua hours
hoursworked at | and 4 am. whichis4 4 hours or total worked, employer may require
1.5timesregular | hoursat 1.5 times hoursworked at 1.5 | the employeeto work the

rate regular rate times regular rate whole 4 hours at regular rate

Source: Respective bargaining unit agreement

Py
=
o
[e)]

Girard's call-out pay mirrors East Liverpool. Cambridge has a time constraint on a
employee receiving 4 hours only between midnight and 4 am. Shelby has the most
conservative call-out provision with regular pay rate while the employee may a so haveto
work the full four hours.

During the next bargaining unit negotiation session, the City and union should reduce the
emergency call out pay to 3 hours or the actual hours worked at 1.5 times the regular rate
of pay. Thisreduction would align Girard with the peers.

The data to calculate a Financial Implication was not readily available. Although a
Financial Implication certainly exists, the amount was unable to be quantified.
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F10.7

Table10-9.1 comparesthe Patrol Officer Proficiency Allowancefor meeting or exceeding
the State of Ohio Annual Certification for firearms for Girard and the peer cities. Table
10-9.2 compares the Proficiency Allowance for meeting or exceeding the State of Ohio
Annual Certificationfor leadsqualificationfor Girard and the peer cities. Thisproficiency
allowance is only provided to Girard’'s Dispatchers versus Girard's Patrol Officers and
Captains.

Table 10-9.1: Police Department Proficiency Allowance (Firear ms)

Proficiency

Allowance Girard Cambridge East Liverpool Shelby
2001 $300 - - included in base pay
2002 325 -- -- included in base pay
2003 350

Source: Respective bargaining unit agreement

Table 10-9.2: Police Department Proficiency Allowance (L eads)

Proficiency

Allowance Girard Cambridge East Liverpool Shelby
2001 $275
2002 300
2003 325

Source: Respective bargaining unit agreement

Py,
H
o
~

Of the cities compared, only Girard provides a proficiency alowance. Girard Patrol
Officers who exceed the State of Ohio Annual Certification for firearms receive their
allowance on January 1. In 2001, 17 Girard patrol officers received the firearms
proficiency alowance totaling $5,100 while 4 Girard dispatchers received the leads
proficiency allowance totaling $1,100. 2001 proficiency alowances totaled of $6,200.

The Department salaries already exceed the peers. Additionally, these allowances are
provided for skills the Departmental employees should aready possess. Within a
November 2000 ruling, an arbitrator ruled these provisionswere essentially “ bonuses’ and
granted asimilar provision to the IAFF. The IAFF members are not required to have any
qualificationsto receive this benefit. During the next bargaining unit negotiation session,
the City and unions should eliminate these proficiency allowances. Thisreduction would
align Girard with the peers.
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Financial Implication: Using the 2003 amounts for these proficiency allowances, the
Police and Fire Departments personnel costs would decrease $7,300 (Patrol Officers
$6,000 and Dispatchers $1,300) and $5,600, respectively. This $12,900 combined
expenditure reduction would positively impact the General Fund each year.

F10.8 Table 10-10.1 comparesthe IAFF incentivesfor certifications for Girard and peer cities.
Table 10-10.1: |AFF Certification I ncentives
Certification Girard Cambridge East Liverpool Shelby
BLS-CPR - - $25/ month --
First Responder -- -- $30/ month -
EMT - - $40/ month -
Paramedic $230/ month* -- $45/ month -

Source: Respective bargaining unit agreement
1 $1.00/ hour at 2,756 hours per year

Py
=
o
[0e]

F10.9

East Liverpool compensates their firefighters for the largest variety of certifications.
Girard pays certification incentivesonly for certified paramedics. Cambridge and Shelby
do not compensate their firefighters for any certifications.

The Department salaries already exceed the peers. During the next bargaining unit
negotiation session, the City and union should eliminate these paramedic certification
incentives. This reduction would align Girard with the peers.

Financial Implication: Based upon the incentive rate of $1each hour for the City’s 11
paramedi cs, each working 2,756 hoursper year, the Fire Department personnel costswould
decrease by approximately $30,000 each year. The General Fund would be positively
impacted by approximately $30,000 annually during 2004 through 2006.

Table 10-10.2 compares non-uniform employee pay incentives for qualifications.
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Table 10-10.2: Non-uniform Employee Pay | ncentives

Qualification Girard Cambridge East Liverpool Shelby
Trained and
Certified for
Chlorination and
Backflow testing $.25/ hour None None Included in base pay
Class 1-Water and
Sewer, CDL
$.10/ hour;
Class 2-Water,
Sewer, Elec. Cert.
$.20/ hour;
Class 3-Sewer $.25/
hour;
Class 4-Water and
License needed Sewer $.35/ hour None None Included in base pay
Meter Readers who
use their own Provided a City Provided a City Provided a City
vehicle $20/ month vehicle vehicle vehicle

Source: Respective bargaining unit agreement

Py
=
o
[(e]

F10.10

Girard pays incentives to non-uniform employees while the peers do not pay such an
incentive.

The Department salaries already exceed the peers. Additionally, these allowances are
provided for skills the Departmental employees should aready possess. During the next
bargaining unit negotiation session, the City and union should eliminate the incentivesfor
certification for chlorination and backflow testing, Class 1-4 licenses, CDL’ s, and el ectrical
certifications. This reduction would align Girard with the peers.

Financial Implication: The City estimates that the elimination of these incentiveswould
decrease Water and Sewer Department personnel costs by approximately $3,100 and
$4,600, respectively. TheEnterprise Water Revenue Fund and the Enterprise Sewer Rental
Fund would be positively impacted by approximately $3,100 and $4,600, respectively, each
year during 2004 through 2006.

Tables 10-11.1 through 10-11.3 examine the peer cities yearly uniform alowance for
IAFF, OPBA, FOP, AFSCME and IUOE employees. Girard suniformallowance practice
requiresapproval from the Police Chief / Fire Chief/ Department Manager, Safety Director
or Service Director, and the City Auditor. At Girard, Department employees purchase
clothing and the City either pays the vendor or reimburses the employee. Each purchased
item, the amount, and the vendor is recorded and maintained within the Auditor’ s Office
for accountability purposes.
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Table10-11.1: IAFF Yearly Uniform Allowance

East Peer % Over
Position Girard Cambridge Liverpool | Shelby Average Peer Average
$350 for a probationary
firefighter; $400 for 2™
Captain and year firefighter; $350 for
Firefighter $660 | apermanent firefighter $572* $665 $529? 25%

Source: Respective bargaining unit agreement
! Amount based upon $22.00 paid bi-weekly
2 Amount calcul ated assuming a permanent firefighter for Cambridge

Table10-11.2: OPBA and FOP Yearly Uniform Allowance

East Peer % Over
Position Girard | Cambridge Liverpool Shelby Average Peer Average
Captain $660 - $572 $675 $623 6%
Patrol Officer 660 $425 9322 675 677 --
Dispatcher 495 300 150 410 286 73

Source: Respective bargaining unit agreement
! Amount based upon $22.00 paid bi-weekly
2 Amount based upon $35.85 paid bi-weekly

Table10-11.3: AFSCME and IUOE Yearly Uniform Allowance
(excluding non-uniform employees)

AFSCME

and lUOE Girard Cambridge East Liverpool Shelby
2001 $300 $425 | foul weather gear provided | uniforms provided
2002 325 $425 | foul weather gear provided | uniforms provided
2003 350 $425 - uniforms provided

Source: Respective bargaining unit agreement

Theprevious T ablesshow Girard provides excessive uniform all owanceswhen compared
to the peer average. The amounts provided to Firefighters, Police Captains, and
Dispatchers exceed the peer average by approximately 25%, 6% and 73%, respectively.
Additionally, Girard and Cambridge pay auniform allowance to AFSCME employeesin
lieu of providing uniforms. The City’s Police and Fire departments paid uniform
allowances totaling $15,800 and $10,500, respectively.
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The City should ensure that the process of the three-way approval actually occurs and that
only authorized clothing is paid for.

During the next bargaining unit negotiation session, the City and union should reduce the
uniform allowancefor the Fire Captainsand Firefighters, Police Captains, and Dispatchers
to $530, $625, and $290, respectively. This reduction would align Girard with the peers.

Financial Implication: Reducing the annual uniform allowance for Fire Captains and
Firefighters, Police Captains, and Dispatchers would reduce Fire and Police departments
personnel costs by $2,100 and $1,000, respectively. This combined $3,100 expenditure
reduction would positively impact the General Fund.

Table 10-12 compares the educational incentives offered by the Girard and the peer Cities
to Fire and Police Department employeesfor degreesinrelated fields. Clerical employees
who work for Girard may receive a $275 bonus for successfully completing supervisor
approved courses of study. Cambridge and Shelby offer tuition reimbursement for classes
that are recommended, required or approved by the City.

Table 10-12 Educational I ncentives (annual)

Educational I ncentive Girard Cambridge East Liverpool Shelby
Associates Degree $200 -- $240"
Bachelors Degree $300 -- 5407
Masters Degree $400 - 900°
Source: Respective bargaining unit agreement
1$20/ month
2845/ month
3 $75/ month

The Citiesof Cambridge and Shelby do not offer educational incentives; however, the City
of East Liverpool offers a higher educational incentive to employees. Cambridge and
Shelby do not give annual incentives but rather, one time payment for tuition. Thetuition
isonly paidfor if approved and Shelby’ sFire Department employeesarerequired to obtain
a 75% or better in the class for payment.

In 2000, the City of Girard paid $2,900 to ten employees, one of which has an Associates
Degree and nine who have Bachelors Degrees. Aslong as these employees’ remain with
Girard, the City will continueto award thisincentiveannually. Additionally, the City paid
$2,400 to clerical employees for completion of supervisor approved courses.
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R10.12 Employee development isimportant. However, the City and union should implement a

F10.12

tuition reimbursement program in lieu of the current educational incentive program. The
City should then establish a tuition reimbursement policy to effectively manage that
program.

Financial Implication: The City would save approximately $5,400 ($2,900 for college
degrees and $2,400 in approved courses for clerical employees) each year by not giving
Educational Incentives. In its place, City management estimates that tuition
reimbursements, if instituted, would approximate $3,000. The General Fund would be
positively impacted by a net effect of $2,400 each year during 2004 through 2006.

Tables10-13.1 through 10-13.3c compare base wages and add-onsfor Girard and the peer
cities. Those add-ons reflect a 10 year employee and include, as applicable, longevity,
uniform allowance, proficiency alowance, and certifications. The tables are intended to
reflect the impact add-ons for a 10 year employee have on base salaries.
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Table10-13.1: I|AFF Wage and Add-ons

Peer % Over/
Position Girard | Cambridge | East Liverpool | Shelby | Average (Under)
Captain
BaseWage | $16.80 $13.47 $14.35' | $12.94 $13.59 24%
Longevity 0.25 0.29 0.25 0.13
Uniform Allowance 0.24 0.12 0.20 0.24
Paramedics 1.00 - 0.26 -
CPR Certified -- -- 0.14 --
Certified First Responder -- -- 0.17 -
Emergency Medical
Technician - - 0.23 --
Total wage with add-ons $18.29 $13.88 $15.60 | $13.31 $14.26 28%
Firefighter
Base Wage | $14.60 $11.50 $12.95 | $10.81 $11.75 24%
Longevity 0.25 0.29 0.25 0.13
Uniform Allowance 0.24 0.12 0.20 0.24
Paramedics 1.00 - 0.26 -
CPR Certified -- -- 0.14 -
Certified First Responder -- -- 0.17 --
Emergency Medical
Technician -- -- 0.23 --
Total wage with add-ons $16.09 $11.91 $14.20 | $11.18 $12.43 29%

Source: Respective 2001 bargaining unit agreement
! East Liverpool does not have the position of Captain; however, the City has Lieutenants, which are reflected
above

When compared to the peers, Girard still pays a higher base wage with add-ons for both Captains
and Firefighters. Add-ons for Captains and Firefighters increase the percentage over the peer
average by 4% and 5%, respectively. See F10.2 through F10.11 for the various union add-ons.
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Table 10-13.2: OPBA and FOP Wage and Add-ons

Peer % Over/
Position Girard | Cambridge | East Liverpool | Shelby | Average (Under)
Captain
BaseWage | $21.97 -- $20.66 | $19.87 $20.27 8%
Longevity 0.25 -- 0.35 0.17
Uniform Allowance 0.32 -- 0.28 0.33
Proficiency Allowance 0.14 -- -- -
CPR Certified -- -- 0.14 --
Certified First Responder -- -- 0.17 -
Total wage with add-ons $22.68 - $21.60 | $20.37 $20.99 8%
Patrol Officer
Base Wage | $19.10 $16.18 $17.51 | $16.42 $16.70 14%
Longevity 0.25 0.40 0.35 0.17
Uniform Allowance 0.32 0.20 0.45 0.33
Proficiency Allowance 0.14 -- -- --
Total wage with add-ons $19.81 $16.78 $18.31 | $16.92 $17.33 14%
Dispatcher
BaseWage | $14.69 $12.29 $12.94 | $12.79 $12.67 16%
Longevity 0.25 0.40 0.35 0.17
Uniform Allowance 0.24 0.14 0.07 0.20
Proficiency Allowance 0.13 -- -- -
Total wagewith add-ons | $15.31 $12.83 $13.36 | $13.16 $13.12 17%

Source: Respective 2001 bargaining unit agreement

When compared to the peers, Girard still pays ahigher base wage with add-ons for Captains, Patrol
Officers, and Dispatchers. For these positions, add-ons have minimal effect on the percentage over
the peer average. See F10.2 through F10.11 for the various union add-ons.
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Table10-13.3a: AFSCME and IUOE Street Department Wage and Add-ons

Peer % Over/
Position Girard | Cambridge | East Liverpool | Shelby | Average (Under)
Auto Mechanic
BaseWage | $16.79 $14.77 $17.93 | $15.28 15.99 5%
Longevity 0.25 0.40 0.35 0.17
Uniform Allowance 0.16 - -- --
Total wage with add-ons $17.20 $15.17 $18.28 | $15.45 $16.30 6%
General Mechanic
Base Wage | $16.79 $12.51 $14.66 - $13.59 24%
Longevity 0.25 0.40 0.35 --
Uniform Allowance 0.16 -- -- --
Total wage with add-ons $17.20 $12.91 $15.01 -- $13.96 24%
Heavy Equipment
Operator
BaseWage | $16.79 $13.25 $14.71 | $15.45 $14.47 16%
Longevity 0.25 0.40 0.35 0.17
Uniform Allowance 0.16 -- -- --
Total wage with add-ons $17.20 $13.65 $15.06 | $15.62 $14.78 16%
Light Equipment
Operator
BaseWage | $15.81 $12.51 $14.26 | $15.13 $13.97 13%
Longevity 0.25 0.40 0.35 0.17
Uniform Allowance 0.16 -- -- --
Total wage with add-ons $16.22 $12.91 $14.61 | $15.30 $14.27 14%
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Maintenance
BaseWage | $16.79 $13.59 $15.73 - $14.66 15%
Longevity 0.25 0.40 0.35 --
Uniform Allowance 0.16 - - --
Total wage with add-ons $17.20 $13.99 $16.08 -- $15.04 14%
Laborer
Base Wage | $12.13 $12.17 $1354 | $12.61 $12.77 (5%)
Longevity 0.25 0.40 0.35 0.17
Uniform Allowance 0.16 - -- --
Total wage with add-ons $12.54 $12.57 $13.89 | $12.78 $13.08 (4%)
Source: Respective 2002 bargaining unit agreement
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Table 10-13.3b: AFSCME and lUOE Water Department Wage and Add-ons

Position Girard | Cambridge | East Liverpool | Shelby Peer % Over/
Average (Under)

Foreman
Base Wage | $18.90 -- - $15.99 - --
Longevity 0.25 -- -- 0.17
Uniform Allowance 0.16 -- -- -
Total wage with add-ons $19.31 - -- $16.16 -- --
Maintenance
Base Wage | $16.85 $13.59 $15.02 | $17.48 $15.36 10%
Longevity 0.25 0.40 0.35 0.17
Uniform Allowance 0.16 - - -
Total wage with add-ons $17.26 $13.99 $15.37 | $17.65 $15.67 10%

Service Person

Base Wage | $16.15 $13.22 $15.02 | $17.79 $15.34 5%
Longevity 0.25 0.40 0.35 0.17
Uniform Allowance 0.16 - - -
Total wage with add-ons $16.56 $13.62 $15.37 | $17.96 $15.65 6%

Semi-skilled Labor

BaseWage | $15.81 -- -- $15.49 -- --
Longevity 0.25 -- -- 0.17
Uniform Allowance 0.16 -- -- --
Total wage with add-ons $16.22 - -- $15.66 -- --
Meter Reader
Base Wage | $12.95 $12.51 $14.22 | $15.23 $13.99 (7%0)
Longevity 0.25 0.40 0.35 0.17
Uniform Allowance 0.16 -- -- --
Total wage with add-ons $13.36 $12.91 $14.57 | $15.40 $14.29 (6%)
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Laborer
BaseWage | $12.13 - $1354 | $14.92 $14.23 (14%)
Longevity 0.25 -- 0.35 0.17
Uniform Allowance 0.16 -- - -
Total wage with add-ons $12.54 - $13.89 | $15.09 $14.49 (13%)
Cashier 2
BaseWage | $15.16 - $15.76 -- - -
Longevity 0.25 -- 0.35 --
Uniform Allowance 0.16 -- - -
Total wage with add-ons $15.57 -- $16.11 - - -
Cashier 1
BaseWage | $13.86 - $12.68 -- - -
Longevity 0.25 -- 0.35 --
Uniform Allowance 0.16 -- - -
Total wage with add-ons $14.27 -- $13.03 - - -
Computer Clerk
BaseWage | $13.05 - $14.86 - - -
Longevity 0.25 -- 0.35 --
Uniform Allowance 0.16 -- - -
Total wage with add-ons $13.46 -- $15.21 - - -

Source: Respective 2002 bargaining unit agreement.
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Table 10-13.3c:. AFSCME and IlUOE Wastewater Department Wage and

Add-ons
Position Girard | Cambridge | East Liverpool | Shelby Peer % Over/
Average (Under)
Chief Operator
Base Wage | $18.23 $22.48 $16.58 | $15.73 $18.26 0%
Longevity 0.25 0.40 0.35 0.17
Uniform Allowance 0.16 - - --
Total wagewith add-ons | $18.64 $22.88 $16.93 | $15.90 $18.57 0%
Plant Operator
Base Wage | $16.96 $16.06 $15.14 | $15.37 $15.52 9%
Longevity 0.25 0.40 0.35 0.17
Uniform Allowance 0.16 - - -
Total wage with add-ons $17.37 $16.46 $15.49 | $15.54 $15.83 10%
Pretreatment
Coordinator
Base Wage | $17.74 $13.49 -- -- -- --
Longevity 0.25 0.40 -- --
Uniform Allowance 0.16 -- -- --
Total wage with add-ons $18.15 $13.89 -- -- -- --
Utility Operator
BaseWage | $16.89 - $15.14 | $15.53 $15.34 10%
Longevity 0.25 -- 0.35 0.17
Uniform Allowance 0.16 - - -
Total wagewith add-ons | $17.30 - $15.49 | $15.70 $15.60 11%
Semi-skilled Laborer
BaseWage | $15.81 $12.51 - -- -- -
Longevity 0.25 0.40 -- --
Uniform Allowance 0.16 - - -
Total wagewith add-ons | $16.22 $12.91 -- -- -- -
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Maintenance
BaseWage | $17.34 $13.59 $15.02 - $14.31 21%
Longevity 0.25 0.40 0.35 --
Uniform Allowance 0.16 -- -- -
Total wage with add-ons $17.75 $13.99 $15.37 -- $14.68 21%
Asst. Maintenance
BaseWage | $15.81 -- $14.16 - -- -
Longevity 0.25 -- 0.35 --
Uniform Allowance 0.16 -- -- -
Total wage with add-ons $16.22 -- $14.51 - - -
Light Equipment
Operator
BaseWage | $16.15 $12.51 -- - - -
Longevity 0.25 0.40 -- --
Uniform Allowance 0.16 -- - -
Total wage with add-ons $16.56 $12.91 -- - - -
Clerk 2
BaseWage | $14.61 - $12.68 - - -
Longevity 0.25 -- 0.35 -
Uniform Allowance 0.16 -- - -
Total wage with add-ons $15.02 - $13.03 -- -- -
Laborer
BaseWage | $12.13 $12.17 $13.54 $9.96 $11.89 2%
Longevity 0.25 0.40 0.35 0.17
Uniform Allowance 0.16 -- - -
Total wage with add-ons $12.54 $12.57 $13.89 | $10.13 $12.20 3%
Source: Respective 2002 bargaining unit agreement
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When compared to the peers, Girard still pays a higher base wage with add-ons for 22 of
the 25 AFSCME employees who receive at |east two of the following; longevity, uniform
allowance, proficiency allowance or certifications. See F10.2 through F10.11 for the
various union add-ons.

F10.13 Tables 10-14.1 through 10-14.3 summarize the various categories of time-off including
sick leave, holidays, personnel days, bereavement days. Tables 10-15.1 through 10-15.3
summarize vacation leave for Girard and the peer cities.

An employee' sleave, regardless of type, should not be considered the sole employer cost.
Rather, in many instances, whenever a City employee enters some type of leave status,
another City employeeiscalled intowork. Asaresult, the City pays one employee, at the
regular pay rate, while paying another employeeapremium pay rate. Therefore, reasonable
leave accrual rates and effective leave management are essential for maintaining efficient
City operations and financial stability.

For certainleavetypes, Girard permits earned but unused timeto be accumulated to certain
levels; someof that |eaveispaid to theemployeesat retirement or separation. Table10-16
shows sick leave payouts. At December 31, 2000, 1999, and 1998, the City reflected
Compensated Absence liabilities on the Combined Balance Sheet approximating $1
million, $1 million, and $920,000, each year, respectively. That liability, which is
unfunded, is essentially the amount of money expected to be paid to City employees upon
retirement or separation. At thistime, that liability presents asignificant financia burden
to the City.

The Tables also do not consider Compensatory Time.
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Table 10-14.1: |AFF Time-Off
(each year, in 24 hour s days)

Girard Cambridge East Liverpool Shelby
Sick Leave 7.5 15 72 153
Holiday 11 11 10 11
Personal Day 1.3 3 1 2
Bereavement Day 2 2 1 1

Source: Respective bargaining unit agreement

* Accrual is4.6 hours per biweekly pay or 119.6 hours/ year; for each 24 hour called off, 16 hours of leave are charged

26.46/ 80 hours

310.45/ 80 hours or 30 hours/ month
* Fire Department employees receive 24 hours of personal leave which may be taken in its entirety or in 8 hour
increments. Additionally, IAFF members were awarded an additional 8 hours of paid time off in an arbitration ruling
in November 2000 to catch up the | AFF personal leaveto OPBA and FOP provisions. Theadditional hourswere added

as a contract sidebar in 2001

Table 10-14.2: OPBA and FOP Time-Off
(each year, in days)

Girard Cambridge East Liverpool Shelby
Sick Leave' 15 15 15 15
Holiday 11 11 10 11
Personal Day 4 3 2 2
Bereavement Day 4 3 3 3

Source: Respective bargaining unit agreement
1 4.6 hours/ 80 hours; 119.6 hours/ year
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Table 10-14.3: AFSCME and IUOE Time-Off
(each year, in days

Girard Cambridge East Liverpool Shelby

Sick Leave! 15 15 15 15
Holidays 11 11 10 11

once ayear an

employee can convert

1sick leaveday into 3
Personal Days 4 | personal days 2 2
Bereavement Days 4 3 3 3

Source: Respective bargaining unit agreement
1 4.6 hours/ 80 hours 119.6 hours/ year
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Across al of the Unions, Girard's leave types are slightly different than the peer cities.
Girard has comparable sick leave and holidays as the peer cities; however, with the
exception of IAFF employees, Girard receives more personal and bereavement days than
the peers.

During the next bargaining unit negotiation session, the City and union should reduce the
number of personal days and bereavement days to 2 and 3, respectively. This reduction
would align Girard with the peers.

Financial Implications. Assuming all personal daysand bereavement days are taken, the
reduction of these leave typesto 2 and 3 days, respectively, would reduce Police, Water,
Sewer, and Administrative personnel costsby approximately $11,000, $3,000, $3,200, and
$7,500, respectively each year. Additionaly, if personal days for IAFF were reduced by
the 8 hours awarded in the arbitration ruling (because of reduced Police Department
personal days), Fire Department expenditures would decrease by approximately $1,900.
The General Fund, Enterprise Water Revenue Fund and Enterprise Sewer Rental Fund
would bepositively impacted by $20,400, $3,000, and $3,200, respectively, each year from
2004 through 2006.

Tables 10-15.1 through 10-15.3 summarize vacation leave for Girard and the peer cities.
Withlimited exceptions, Girard employeesmay not carry vacation leave beyond December
31, each year. Essentialy, all Girard employees are provided their annual vacation leave
entitlement on January 1, each year.
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Table 10-15.1: |AFF Vacation L eave (days, in 24 hours)

Y earsof Service Girard Cambridge! East Liverpool Shelby
> 1year 5 5 5 5
> 5 years 5 8 8 8
> 6 years 7 8 8 8
> 10 years 7 11 11 8
> 11 years 10 11 11 10
> 14 years 10 11 11 10
> 15 years 12 14 14 10
> 18 years 12 14 14 10
> 19 years 12 14 14 10
> 20 years 15 14 17 13
> 25 years 15 14 20 13
> 30 years 17 14 20 13

Source: Respective bargaining unit agreement
! Cambridge vacation is awarded in terms of numbers of weeks. Number of 24 hour days assume vacation usage

during one 2 shift week with the remainder of usage during 3 shift weeks

Initially, the Girard and peer cities IAFF employees earn 5 24-hour vacation leave days.
However, the vacation leave rates, among the cities, begins to change beyond 5 years.
Overal, the Shelby’ sIAFF employeesearntheleast vacation, upto 13 24-hour days, while
East Liverpool IAFF employees earn the most vacation, up to 20 24-hour days. Girard
|AFF employees earn up to 17 24-hour days.
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Table 10-15.2: OPBA and FOP Vacation L eave (in weeks)

Yearsof Service Girard Cambridge East Liverpool Shelby
> 1 year 2 2 2 2
> 5 years 3 3 3 3
> 10 years 4 4 4 3
> 14 years 5 4 4 4
> 15 years 5 4 5 4
> 18 years 5 5 5 4
> 19 years 6 5 5 4
> 20 years 6 5 6 5
> 25 years 6 5 7t 5
> 30 years 7 5 7 5

Source: Respective bargaining unit agreement
! Amount represents weeks earned by Captains and Police Officers. Radio Dispatchers earn 6 weeks.

Py

~

Initially, Girard and peer cities OPBA and FOP employees earn two vacation weeks.
However, the vacation leave rates among the cities begin to change beyond 10 years.
Girard OPBA and FOP empl oyees begin earning six weeks vacation, the earliest, after 19
years while East Liverpool is next to six weeks, after 20 years. Overall, Cambridge and
Shelby OPBA and FOP employees earn the least vacation, up to five weeks, while the
Girard and East Liverpool OPBA and FOP employees earn the most vacation, up to 7
weeks.

During the next bargaining unit negotiation session, the City and unions should reduce the
maximum vacation leave to 5 weeks. This reduction would align Girard with the peers.

Financial Implication: Based upon 6 police officerswho are granted 6 weeks of vacation
and 3 police officers who are granted 7 weeks of vacation, and assuming a $20 average
hourly wage rate, if the maximum vacation leave for OPBA and FOP employees were
reduced to 5 weeks, the Police Department could reduce expenditures by approximately
$9,600. The Genera Fund would be positively impacted by approximately $9,600
annually during 2004 through 2006.
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Table 10-15.3: AFSCME and IUOE Vacation L eave (in days)

Yearsof Service Girard Cambridge East Liverpool Shelby
> 1year 10 10 10 10
> 5 years 15 15 15 15
> 10 years 20 20 20 15
> 14 years 20 20 20 20
> 15 years 25 20 25 20
> 18 years 25 25 25 20
> 20 years 30 25 30 21
> 25 years 30 25 35 25
> 30 years 30 25 35 25

Source: Respective bargaining unit agreement

Py

o

Girard and East Liverpool begin earning 25 days, the earliest, after 15 years, while
Cambridge follows, beginning after 18 years. Overall, East Liverpool earns the most
vacation at 35 days and Cambridge and Shelby earn the least vacation at 25 days each.
Girard AFSCME employees earn up to 30 days.

During the next bargaining unit negotiation session, the City and union should reduce the
maximum vacation leave to 5 weeks. This reduction would align Girard with the peers.

Financial Implication: Based upon 13 employeeswho are granted 6 weeksof vacation and
assuming a $15 average hourly wage rate, if the maximum vacation leave for AFSCME
employeeswere reduced to 5 weeks, the City could reduce expenditures by approximately
$7,800. Thiswould positively impact the Enterprise Water Revenue Fund by $1,800; the
Enterprise Sewer Rental Fund by $2,400; the Special Revenue Street Construction Fund
by $1,200; and the General Fund by $2,400.

The Special Revenue Street Construction Fund is not included within the Financial
Forecast. Therefore the $1,200 is not presented there.

In addition, the City should periodically evaluate its employee leave package (all leave
types) and negotiate leave accrual rates and leave payouts that are reasonable and
commensurate with the City’ s objective of providing the highest possible level of service
to the community for areasonable level of cost.
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Because of current contract leave provisions and overtime policies, the City, in many
instances, pays multiple employeesfor the same shift. Often, when aCity employeeenters
sometype of leave status, another City employeeiscalledintowork. Asaresult, the City
pays one employee, at the regular pay rate, while paying another employee a premium pay
rate.

The City should monitor theleave and overtime practices of each department to ensure the
payment of premium pay ratesisminimized. For example, Department Managers should
maximizethe scheduling of |esser paid employeesat premium pay ratestofill infor higher
paying positionsthat aretemporarily vacant due to employeeleave. Additionally, the City
should institute policies which ensure employees only earn overtime for hours worked in
excess of astandard work week and not in addition to hours of unscheduled leave such as
sick leave or compensation time.

The typical Girard IAFF shift consists of five employees while the minimum staffing
requirementsare 3. Excluding other leavetypes, the |AFF contract permitsup totwo IAFF
employees vacation on any particular day. Therefore, Girard may periodically pay the
regular pay rate to the two empl oyees on vacation | eave status and simultaneously pay two
other employees at a premium pay rate. In order to help aleviate this issue, the Fire
Department triesto utilize part-time firefighters.

Scheduling of time off should be at the discretion of the Department Chief. Therefore,
during the next bargaining unit sessions, the City and the unions should eliminate the
contract language alowing 2 full-time employees to schedule the same day off for
vacation.

Thetypical Girard OPBA and FOP shift consists of a Captain, three Patrol Officers, and
a Dispatcher while the minimum staffing requirements include two Police cruisers (1
person per cruiser) and aDispatcher. However, when aGirard Captain callsoff, the OPBA
contract requires another Captain be offered overtime. In the event another Captain does
not accept the overtime, the ranking Police Officer for that shift becomesan acting Captain
and receives a premium pay rate for that shift. A similar concept applies to the Girard
Dispatchers.

Contractual Assessments 10- 39



City of Girard

Performance Audit

R10.18 During the next bargaining unit sessions, the City and union should eliminate the OPBA
call-out provision. That particular OPBA benefit is burdensome to the City and may lead
to employee abuse. In particular, whenever an OPBA employee calls off, that provision
requires the City to offer overtime to another OPBA employee. However, OPBA
employees are not required to accept the overtime. Rather, the OPBA employees merely
accept overtime at their convenience. The City should also review the Dispatchers
overtimeprovision. OPBA and FOP overtimeisdiscussedin Police Depar tment, Section

7.
F10.18 Table10-16 showssick leave payoutsfor Girard and the peer citiesfor an employee with
at least 10 years of service.
Table 10-16: Sick Leave Pay Out With 10 Years of Service
Girard Cambridge East Liverpool Shelby
unused sick leave up
to 480 hours at 7.2 times years of
unused sick leave highest rate plus 10% | service minus sick 33% of unused
IAFF - paid at upto 960 hoursat | of hoursinexcessof | leavetaken at daily sick leave at hourly
retirement highest rate 960 rate times .45 rate at separation
unused sick leave up
to 480 hours at 7.2 times years of
unused sick leave highest rate plus 10% | service minus sick 33% of unused
IAFF - paid at upto 960 hoursat | of hoursinexcessof | leavetaken at daily sick leave at hourly
separation highest rate* 960° rate times .45° rate at separation”
50% of unused sick 540 hours minus
OPBA and FOP- unused sick leave leave not to exceed hours taken at 33% of unused
paid at retirement up to 960 hoursat | 480 hours at highest highest rate times sick leave at hourly
or death highest rate rate .30 rate at separation
25% of unused
OPBA and FOP- | sickleaveupto Not addressed in Not addressed in Not addressed in
paid at separation 500 hours * contract contract contract
50% of unused sick
AFSCME and unused sick leave leave not to exceed unused sick leave up | 33% of unused
IUOE- paid at up to 960 hoursat | 480 hours at highest to 600 hours at sick leave at hourly
retirement or death | highest rate rate highest rate rate at separation
AFSCME and 25% of unused
IUOE- paid at sick leave up to Not addressed in Not addressed in
separation 500 hours * contract contract Hours are forfeited
Source: Respective bargaining unit agreement
! Separation defined as resignation, termination or death
2 Separation defined as layoff
3 Separation defined as resignation or layoff
* Separation defined as resignation
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Girard pays up to 960 sick leave hours at retirement or separation, which, when compared
to the peer cities, isvery generous. In particular, Cambridge only pays unused sick leave
up to 480 hours. Although Girard limits sick leave payments to 960 hours, City
employee’ s may accrue unlimited sick leave hours. To use excess (greater than 960) sick
leave hours, several City employees assert that retiring or separating employees
periodically take extended sick leave, up to several months, to use those sick leave hours,
before that employee officially retires from City service. Not only is that employee
considered an active employee, that employee is aso fully compensated and fills a
departmental roster slot.

Girard, Cambridge, and East Liverpool pay unused sick leave hours, at retirement or
separation, at the employee’ shighest pay rate achieved while Shelby payssick leave hours
at the employee' srate, at the time of the retirement or separation.

During the next bargaining unit sessions, the City and unions should reduce the maximum
number of accrued sick hours and limit the amount of sick leave hours paid at retirement
or separation at areduced rate. Additionally, the City should aggressively managethe sick
leave hours used and ensure those empl oyees on extended sick |eave truly merit belonging
on that leave status. Any individual decrease, or a combination of decreases, will
positively impact the City’ s long-term financial stability. Due to the long-term financial
impact of accrued sick time, no current Financial Implication has been cal cul ated.

The City utilizes the Internal Service Hospitalization Fund to account for health and life
insurance expenditures for the entire City. The City is sdf-insured for
medical/hospitalization and is liable for claims up to certain preestablished stop-loss
coverages. Therefore, expendituresmay vary significantly based on frequency and severity
of clams.

As prescribed within the City’ s collective bargai ning agreements, the City’ semployeesdo
not contribute directly toward the cost of providing health and life insurance.

Thefollowing Table reflects the Internal Service Hospitalization Fund expenditures, for
fiscal years 1998 through 2000 and for the 9 months ended September 30, 2001.

Table 10.17: Internal Service Hospitalization Fund Expenditures
(rounded to the near est $1,000)

For the 9
months ended
1997 1998 1999 2000 September 30, 2001
Expenditures $517,000 $743,000 $811,000 $977,000 $700,000

Source: Detailed Tria Balances and Financial Statements for Fund 209
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From 1997 through 2000, the Fund’ s expenditures increased $460,000 or approximately
89%. For the 9 months ended September 30, 2001, the Fund's expenditures totaled
$700,000. Presuming the expenditures increase rateably throughout the year, these
expenditureswill approximate $933,000 by year-end or $44,000 |essthan fiscal year 2000.

Table 10-18 reflects the employee medical insurance contribution and employer medical
insurance maintenance for Girard and the peer cities.

Table 10-18: Employee Contributions and I nsurance M aintenance

Girard Cambridge East Liverpool Shelby

Employee
Contribution (per Single - $15 Single - $15.50
month) None Family - $45 None Family - $40

Medical and Life

insurance extended

180 days after lay
Insurance off or exhaustion of
Maintenance leave. N/A N/A N/A

Source: Respective bargaining agreement

Neither Girard nor East Liverpool require employees to contribute toward
medical/hospitalization insurance coverage while both Cambridge and Shelby require
employee contributions. Additionally, Girard is the only City which provides insurance
benefits after an employee has exhausted all leave or islaid off.

As part of the next collective bargaining unit negotiation, the City and unions should
negotiate a provision for employees to contribute towards medical/hospitalization
coverage. For example, the employees should pay a certain percentage of the Fund’s
expenses. The City and unions should also reduce or eliminate the extended coverage
clause.

Financial Implication: Assuming the Fund’s expenses approximate $1 million each year,
and the employee’s contribute 5% of the total expenses, the General Fund would be
positively impacted by $50,000 each year. Asof October 31, 2001, employee contribution
rates of $15/ month and $40/ month for single and family participants, respectively, would
generate $47,500. Both the Internal Service Hospitalization Fund and General Fund would
realize the benefit. The receipts would be recorded within the Internal Service
Hospitalization Fund while the General Fund’ s contribution to the Internal Service Fund
would be proportionately decreased by the same amount.
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Going forward, the employee participation costs should be tied directly to either inflation

or actual increases the Fund' s expenditures.

F10.21 TheCity provideslifeinsurance coveragetoal full-timeand retired employees. Table10-
19 compares life insurance offered by Girard and the peer cities.

Table10-19: Lifelnsurance Comparison

Girard Cambridge East Liverpooal Shelby
$10,000
Life Insurance for Excluding non-uniform | $25,000
each full-time employees and Excluding non-uniform
employee $25,000 | Dispatchers employees $50,000
Life Insurance for
retired employee $5,000 None None None

Source: Respective bargaining agreement

Except for the City of Shelby, Girard offers the highest life insurance policy to al
bargaining unit employees. Girard is the only City to offer life insurance to retired

employees.
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Municipal Court

Background

This section of the performance audit focuses on the Girard Municipal Court. For purposes of
illustrating various operational issues, certain comparisonsare madethroughout thissectionwiththe
peer Courts of Cambridge, Circleville, Defiance, and Eaton.

The Girard Municipal Court (the Court) operates within the City of Girard, Trumbull County. The
Court’s jurisdiction includes the cities of Girard and Hubbard, and the townships of Vienna,
Hubbard, and Liberty. The Court is responsible for hearing cases, delivering court orders, and
processing information and monies related to a variety of criminal, civil, and small claims cases.

When fines and costs are collected, the Court forwards a portion of the receipts to those cities or
townships based upon where the particular charge was initiated. The Court also forwards a portion
of certain fines to the State of Ohio and Trumbull County.

Saffing

The Court has four divisions (Civil, Criminal, Traffic, and Probation) and currently operates with
approximately 16.6 full-timeequivalent employees(FTE’s). Thestaff,inFTE’s, consistsof 1 Judge,
1 Clerk of Courts, 1 Bailiff, 1 Chief Deputy Clerk, 1 Deputy Clerk Secretary, 1 Deputy Clerk Chief
Probation Officer, 1 Deputy Clerk Court Reporter, 2 Civil Division Deputy Clerks, 2 Traffic
Division Deputy Clerks, 0.5 Criminal Division Deputy Clerks, 2 Probation Division Deputy Clerks,
1.5 Deputy Bailiffs, a Manager of Information Systems, 0.5 Magistrate, and 0.1 acting judges, as
needed. Historically, the Court hasused summer temporary Deputy Clerks; however, the Court does
not intend to staff the positions for the foreseeable future so for purposes of this analysis they will
not be considered asFTE’s. Chart 11-1illustratesthe organizational structure of the Court aswell
as staffing levels. The staffing levels are illustrated in full-time equivalents.

Municipal Court 11-1



City of Girard Performance Audit

Chart 11-1: Organizational Chart
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Asillustratedin Chart 11-1, there are numerous componentswhich comprisethejudicial operations
of the Court. The Judge is an elected position, who is responsible for interpreting the laws and
ensuring that justiceisadministered. In addition the Judge monitorsthedaily operationsof the Court.
Acting judges carry out the same duties as the elected Judge, in his absence.

The Clerk of Courts is an appointed position and, as prescribed within Ohio Rev. Code Section
1901.31, that position has a variety of duties which include, but are not limited to, filing and safely
keeping al journals, records, books, and papers belonging or pertaining to the court; recording the
proceedings of the Court; performing all other duties that the judge of the Court prescribes; and
maintaining a book which reflects al Court receipts and disbursements.
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The Magistrate position is somewhat similar to the Judge; however, that position is appointed and
the level of authority isreduced. The Court’s Magistrate is a part-time position.

TheBailiff and Deputy Bailiffs perform numerous functionsincluding maintaining order within the
court room and providing security for the Justice Center.

The duties of the Manager of Information Systems, as described in the job description, include, but
arenot limited to, hel ping the Court with several major computer projects, video arraignment hookup
with the Trumbull County jail, realtime stenographer project, eval uate existing hardware/software,
develop a computer disaster recovery plan, develop an implementation plan to identify user
requirements for software applications such as e-mail, internet software, and create a Web Page.

The Court hastwo deputy clerkswho are not assigned to aparticular division. Thoseemployeesare
the Court Stenographer Deputy Clerk (Court Reporter) and the Deputy Clerk Secretary. The duties
of the Court Stenographer Deputy Clerk (Court Reporter), according to the job description, are
“taking arecord of al court proceedings, the dispositions of all cases (criminal, traffic, and civil),
and transcribing any record the judge or magistrate orders for review.”

The Court Stenographer Deputy Clerk (Court Reporter) is also the Assignment Deputy Clerk. The
Assignment Deputy Clerk duties include, according to the job description, “timely processing of
cases and regulating pace of litigation, setting pretrial and trial dates, entering information in
computer, sending all notices (defendant, plaintiff, attorneys, etc.) and recording informationin the
docket.” The Court Stenographer Deputy Clerk (Court Reporter) reportsto the Chief Deputy Clerk.

The Deputy Clerk Secretary’s duties according to the job description, include:

Transcribing al journal entries

Maintaining the Judge’ s filing system

Updating Ohio Rev. Code/Codified Ordinances as necessary

Maintai ning bookkeeping of the Court’s ATM machine

Maintai ning bookkeeping record of Court’ s restricted accounts

Balancing bank statements for criminal, traffic, civil, rental escrow, and trusteeship

The Deputy Clerk Secretary reports directly to the Clerk of Courts. That Clerk opens the mail and
distributesit accordingly. The Deputy Clerk Secretary alsofillsin, asneeded, for the Deputy Clerks
in the Traffic and Criminal Divisions. A description of all divisions follows along with job
descriptions of the division deputy clerks.
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Divisions

Criminal Division

The Court’s Criminal Divisionisaliaison between thejurisdictional law enforcement agencies, the
City Prosecutorsand the Court. Criminal complaintsareeither filed by apoliceofficer or aplaintiff
andincludethefollowing: felonies, misdemeanors, wildlifeand liquor citations, animal welfareand
railroad citations. Feloniesand misdemeanors represent the majority of the Court’s criminal cases
and are described following the staffing information.

The Criminal Division consists of asingle employee, the Criminal Deputy Clerk, who reportsto the
Chief Deputy Clerk. The Criminal Deputy Clerk splits time between the Court and the Law
Director’s Office. The duties of that Clerk, according to the job description, include:

° Collecting, receipting and posting bonds (cash and surety), fines, restitution payments,
probation fees, and monthly payments

° Entering and maintaining arecord of al motions filed with the Clerk of Courts office

Preparing and filing dispositions, capias, warrants, Bureau of Criminal Investigation (BCI)

forms, Ohio Supreme Court criminal reports, and subpoena duces tecum

Processing refunds for bonds and restitution payments

Entering commitments and rel eases

Filing, and when needed, helping to prepare search warrants

Preparing criminal complaints using “ Affidavit Maker” software

Criminal (Felony)

A criminal felony chargeisinitiated by acomplaint, either from apolice officer or aprivate citizen,
by affidavit to the Clerk of Courts. Once City Prosecutors authorize the requested charges, the
Criminal Deputy Clerk prepares the necessary paperwork for that plaintiff to review and sign. The
Criminal Deputy Clerk enters the case information into the computer, prepares a case jacket and
either issues awarrant to the arresting agency, or sends a summonsto the defendant with a date for
arraignment. Affidavit and warrant or summons are provided to the Judge, who either hears or
waives the preliminary hearing and binds the case over to the Trumbull County Grand Jury as a
felony charge. The Judge may also adjudicate the case as a criminal misdemeanor.

Criminal (Misdemeanor)

If acaseisreduced to acriminal misdemeanor, or if it was originaly filed as a misdemeanor, the
Criminal Deputy Clerk performs procedures which are similar to the felony procedures. The Judge
adjudicates the case and signs a Journal Entry. That Journal Entry is signed by the defendant, the
defense attorney, and the prosecuting attorney. The Journal Entry outlines any specia conditions,
fines, costs, probation orders, and/or sentencing or dismal entry. The “financia” Journa Entry
information is entered into the computerized case docket, and costs are entered into the cost screen
of the computer system. A corresponding receipt distinguishes the charges as either fines or costs.
Each Journal Entry is maintained by the Clerk of Courts.
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Civil Division

The Civil Division maintains casefiles and processes receiptsfor case filings, fees, and judgements
for civil cases. Civil casesinclude contracts, property damage, personal injury, forcibleentry, small
claims, rental escrow, and trusteeship. Descriptions of those general civil cases, rental escrow, and
trusteeship follow the staffing information.

The Civil Division hastwo Civil Deputy Clerks, who report to the Chief Deputy Clerk. The duties
of those Clerks, according to the job description, include:

° Entering new cases, maintaining docket information and journal entries

° Collecting, receipting and posting filing fees, rental escrow accounts, judgements payments,
and payments on trusteeship cases

° Scheduling hearing dates for small claims and forcible entry and detainer hearings

° Issuing summons on complaints, receiving responses on those summons and issuing
payments to creditors on garnishment cases and trusteeship cases

° Preparing case docket files so that legal news publications information is accurate for
extraction by the court software

° Assisting in the jury management for the court, which includes notification of prospective

jurors and preparing the list of cases to be scheduled for jury trial

General Civil Cases

A civil caseisinitiated by aplaintiff by an affidavit provided to the Clerk of Courts. Thefiling fee
is determined by the type of case. A casefileis prepared and maintained throughout the course of
the case. Thefilecontainsall documentation generated by the Court and the Clerk of Courts, aswell
as plaintiff and defendant documents. Disbursements of judgements collected are made once per
month.

Rental Escrow

Whenever alandlord-tenant dispute occurs, the tenant may pay the rent to the Court. The tenant
must send the landlord a notification letter and that |etter must describe the problem and permit a
reasonable length of time for corrective action to occur. The tenant must provide a copy of the
notification letter to the Court and be current with respect to rent payments before a complaint by
Affidavit can befiled with the Clerk of Courts. The caseisset for arenta hearing. Oncethejudge
decidesthe case, disbursement ismade according to the Court’ sfinal Journal Entry, minusa1%fee,
which is ultimately provided to the City Auditor and recorded in the City’s General Fund.

Trusteeship

If an individual is sued by a creditor for non-payment, that person may enter into a trusteeship
agreement with all his/her creditors, whereby each creditor agrees to accept a proportionate share,
up to 20%, of the individual’s net monthly income, until such time as the debt is satisfied.
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Once the balance in the debtor’ s account accumulates to $200, checks are issued by the Clerk of
Courts proportionately to each creditor. A 2% feeis charged, as costs, and ultimately provided to
the City Auditor and recorded in the City’ s General Fund.

Traffic Division

The Traffic Division maintains case files and processes receipts of fines and fees for traffic cases.
Traffic cases include, but are not limited to, moving violations such as speeding, failure to obey
traffic signals, illegal turns, failure to control, Driving Under the Influence (DUI), driving under
suspension, and non-moving violationssuch as seat belt violationsand violator compacts. Thereare
separate proceduresfor aDUI and all other traffic violations. These procedures are described after
the staffing information.

The Traffic Division has two Traffic Deputy Clerks, who report to the Chief Deputy Clerk. The
duties of those Clerks, according to the Traffic Deputy Clerk job description, include:

° Entering new cases, maintaining docket information and daily activity entries

Collecting, receipting and posting bonds (cash and surety), fines, restitution payments,
probation fees, and monthly payments

Entering and maintaining records of all motions filed with the Clerk of Courts office
Determining uncollected fines, fees, and costs

Pursuing delinquent accounts

Preparing and filing dispositions, capias, warrants, licenseforfeitures, compacts, bind-overs,
and subpoenas

Processing refunds for bonds and restitution payments

° Entering commitments and rel eases

Traffic (DUI)

The procedure for atraffic DUI isthe same as a criminal misdemeanor; except a DUI may befiled
under a city ordinance when the violation occurs within the city limits of either Girard or Hubbard.
The only difference liesin the distribution of fines, which depends on the location of the violation.

All Other Traffic

All other traffic cases include al moving and non-moving violations (except DUI). Certain
violationshavea" mandatory appearance” and the same proceduresapply ascriminal misdemeanors.
If a defendant enters a “not guilty” plea, that person must appear for a pretrial hearing. Certain
violations do not require the defendant to appear in Court, and the defendant may waive their right
toatria/jury trial. The defendant may send awaiver fee (the amount set by the Court as fines and
costs) to the Court in the mail, or the defendant can physically appear at the Clerk of Courts office
and pay it.
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Chief Deputy Clerk

The duties of the Chief Deputy Clerk, according to the job description, include, but are not limited
to, supervision of thedaily activities of the deputy clerksin thetraffic, civil, and criminal divisions.
In the Clerk of Court’s absence, the Chief Deputy Clerk assumes the role of the Clerk of Courts.

The Chief Deputy Clerk also files and handles payments of fines and fees for traffic cases for the
Court. The Chief Deputy Clerk facilitates the refunding and forfeiting process, applies bonds to
traffic and criminal cases, and reports information to the Ohio Supreme Court, as required.

The Chief Deputy Clerk enters journal entries as defendants leave court, and creates necessary
paperwork for visiting officers, such as commitments, releases, bond refunds, letters for court
ordered work privileges (driving), warrant blocks, forfeitures, and releases.

The Chief Deputy Clerk periodically fillsin as a Traffic Deputy Clerk, when needed, and executes
those responsibilities, as well (refer to previous description of Traffic Deputy Clerk).

Probation Division

The Probation Division creates, maintains, and monitors probation files. The Division works with
judicial staff and outside agenciesto providerehabilitation servicesto probationers. Probation cases
include offenders of all traffic and criminal cases ordered to probation by the Judge.

The Probation Division consists of one Deputy Clerk Chief Probation Officer and two Probation
Deputy Clerks. The duties of the Chief Probation Officer and the Probation Deputy Clerks,
according to the job description, include:

° Manage active probation cases, monitor restitution payments, record progressthrough entries
into the probationer’ s case docket

° Notify the Judge whenever new charges are filed

° Notify Court of probation violations, set dates for initial and final Violation of Probation

(VOP) hearings, attend VVOP hearing and present the Court with the violation evidence

Coordinate work program

Coordinate community service program

Monitor diversion probationers

M eet withjurisdictional counseling agenciesto determine how counsel orscan helpthe Court

meet the needs of probationers

Assist bailiff’ s with necessary information for immobilization of a probationer’s vehicle if

ordered by the Court

° Act asliaison/domestic violence advocate who, meetswith the victim of acase, councilsthe
victim regarding court proceedings, and provides further documentation of outside agencies
availableto the victim

° Maintain statistics for the Annual report
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° Assist in grant writing, when applicable

Thereisno receipt of money by the Probation Deputy Clerks. The collecting, recei pting, and posting
procedures are performed by the Clerks in the other divisions.

Cash Flow

Charts 11-2 through 11-5 illustrate the flow of cash between the Court and the City of Girard,
including the Court’ srestricted funds, for fiscal years 1998, 1999, 2000, and for the 9 months ended
September 30, 2001. These Charts also explain transfers and reimbursements that were made by
order of the Court to provide the City with the necessary funds to help pay for the construction of
the new court and pay salaries. The amounts are explained in the notes following each Chart.

The Court recei ptsand expenditureswere obtai ned from the Court’ sAnnual Report, whilethe City’s
receipts and expenditures were obtained from the City’s Detail Trial Balance reports.
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Chart 11-2: Flow of Cash 1998
City of Girard
Municipal Court
Receipts
$1,501,144
Expenditures
$845,431
[ [ [ |
Special Revenue General Agency Court Restricted
Law Enforcement Fund State Highway Funds
Drug Fund Patrol Law Library
Fund
Receipts Receipts Receipts
$6,822 $512,014 $53,922
Expenditures Expenditures Expenditures
$2,677 $547,244 $62,961
[
[ [ [ |
Capital Projects Special Revenue Capital Projects Special Revenue
Municipal Court Indigent Driver Court General Municipal Probation
Computer Fund Fund Special Projects Fund
Fund
Receipts Receipts Receipts Receipts
$87,912 $5,835 $80,836 $150,449
Expenditures Expenditures Expenditures Expenditures
$146,781 $0 $54,134 $162,000

Note 1: The $1,501,144 represents the total receipts into the Court during 1998, while the $845,431 represents only
the expenditures to the City, including the Court’ s restricted funds.

Note 2: Thereisa$52,359 variance between the amount expended by the Court to the City ($845,431) and the total
reflected by the City ($897,790). This variance was due to timing differences.

Note 3: In November 2001, the City reclassified the Agency Municipal Probation Fund to a Special Revenue Fund.
Note 4. The Agency State Highway Patrol Law Library Fund does not support the Court or City operations. The
receipts into the fund are expended to the State of Ohio.

Note5: TheGeneral Fund receiptsinclude $72,000 from the Special Revenue Municipal Probation Fund. The Court,
viaaJudgement Entry, ordered this discretionary transaction, due to a deficit which occurred in 1997.

Note 6: The Capital Projects Capital Improvement Building Fund (not displayed in the Chart) received $120,000,
$40,000, and $90,000 from the Capital Projects Court Computer Fund, Capital Projects General Special ProjectsFund,
and Special Revenue Municipal Probation Fund, respectively. The Court, via a Judgement Entry, ordered these
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discretionary transactionsfor construction of the new Court facilities, to computerize the Court and the Clerk of Courts
Office, and to help pay for the space provided by the City for the Probation Department.

Note 7: The Capital Projects Capital Improvement Building Fund (not displayed in the Chart) received approximately
$20,000 from the Capital Projects General Special Projects Fund as reimbursement for various expendituresin regard
to the construction of the Justice Center.
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Chart 11-3: Flow of Cash 1999

City of Girard
Municipal Court

Receipts
$1,694,377

Expenditures
$912,170

Special Revenue General Agency Court Restricted
Law Enforcement Fund State Highway Funds
Drug Fund Patrol Law Library
Fund
Receipts Receipts
$7,972 $557,814 Receipts
$71,168
Expenditures Expenditures
$10,916 $571,153 Expenditures
$63,405

Capital Projects Special Revenue Capital Projects Special Revenue
Municipal Court Indigent Driver Court General Municipal Probation
Computer Fund Fund Special Projects Fund

Fund
Receipts Receipts Receipts
$85,977 $7,440 Receipts $174,129

$97,196
Expenditures Expenditures Expenditures
$59,841 $0 Expenditures $72,000

$15,348

Note 1: The $1,694,377 represents the total receipts into the Court during 1999, while the $912,170 represents only
the expenditures to the City, including the Court’ s restricted funds.

Note 2: Thereisa$89,526 variance between the amount expended by the Court to the City ($912,170) and the total
reflected by the City ($1,001,696). This variance was due to timing differences.

Note 3: In November 2001, the City reclassified the Agency Municipal Probation Fund to a Special Revenue Fund.
Note 4: The Agency State Highway Patrol Law Library Fund does not support the Court or City operations. The
receipts into the fund are expended to the State of Ohio.

Note5: TheGeneral Fund receiptsinclude $72,000 from the Special Revenue Municipal Probation Fund. The Court,
via a Judgement Entry, ordered this discretionary transaction.

Note 6: The Capital Projects Improvement Building Fund (not displayed in Chart) received approximately $15,300
fromthe Capital Projects General Special ProjectsFund for thereimbursement of Justice Center construction expenses.
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Chart 11-4: Flow of Cash 2000

City of Girard
Municipal Court

Receipts
$1,632,540

Expenditures
$905,164

Special Revenue General Agency Court Restricted
Law Enforcement Fund State Highway Funds
Drug Fund Patrol Law Library
Receipts Fund
Receipts $540,256
$3,349 Receipts
Expenditures $61,324
Expenditures $661,620
$8,328 Expenditures
$62,873
\
[ [ [ |
Capital Projects Special Revenue Capital Projects Special Revenue
Municipal Court Indigent Driver Court General Municipal Probation
Computer Fund Fund Special Projects Fund
Fund
Receipts Receipts Receipts
$85,663 $7,457 Receipts $204,191
$85,927
Expenditures Expenditures Expenditures
$26,607 $0 Expenditures $187,978
$31,000

Note 1. The $1,632,540 represents the total receipts into the Court during 2000, while the $905,164 represents only
the expenditures to the City, including the Court’ s restricted funds.

Note 2: Thereisa $83,003 variance between the amount expended by the Court to the City ($905,164) and the total
reflected by the City ($988,167) This variance was due to timing differences.

Note 3: In November 2001, the City reclassified the Agency Municipa Probation Fund to a Specia Revenue Fund.
Note 4: The Agency State Highway Patrol Law Library Fund does not support the Court or City operations. The
receipts into the fund are expended to the State of Ohio.

Note5: TheGenera Fund receiptsinclude $72,000 from the Special Revenue Municipal Probation Fund. The Court,
viaa Judgement Entry, ordered this discretionary transaction.

Note6: TheGenera Fund received atransfer of approximately $31,100 fromthe Special Revenue Municipal Probation
Fund. Transfersin are not illustrated in the Chart above.
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Chart 11-5: Flow of Cash for the 9 months ended September 30, 2001

City of Girard
Municipal Court

Agency Court Restricted
Special Revenue State Highway Funds
Law Enforcement | | General Patrol Law Library
Drug Fund Fund Fund
Receipts Receipts Receipts
$1,998 $257,942 $29,873
Expenditures Expenditures Expenditures
$750 $548,530 $34,305
[
[ [ [ |
Capital Projects Special Revenue Capital Projects Special Revenue
Municipal Court Indigent Driver Court General Municipal Probation
Computer Fund Fund Special Projects Fund
Fund
Receipts Receipts Receipts
$182,184 $60,034 Receipts $138,877
$158,025
Expenditures Expenditures Expenditures
$137,750 $54,399 Expenditures $85,798
$207,731

Notel: Thefiscal year 2001 Court Annual Report will be completed through December 31, 2001. Therefore, thereport
is unavailable.

Note 2: The Agency State Highway Patrol Law Library Fund does not support the Court or City operations. The
receipts into the fund are expended to the State of Ohio.

Note3: TheGenera Fund receiptsinclude $18,000 from the Specia Revenue Municipal Probation Fund. The Court,
viaa Judgement Entry, ordered this discretionary transaction.

Note 4: The Genera Fund received approximately $64,500 from the Capital Projects General Specia Projects Fund
for the payment of debt and aclerical error. Thesewere discretionary transactions and are not illustrated in the Chart
above.

Note 5: The General Fund received approximately $7,300 from the Capital Projects Municipal Court Computer Fund
for the reimbursement of the Manager of Information Systems salary. This reimbursement is a discretionary
transaction and the receipt is not illustrated in the Chart above.

Note 6: General Fund Receipts include only 8 months of Court fines, costs, and forfeitures for the 9 months ended
September 30, 2001.
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Table11-1. Flow of Cash Summary (by Fiscal Year)

Receipts
Over/(Under) Ending Fund

Receipts Expenditures Expenditures Cash Balance
Special Revenue Law Enforcement Drug Fund
1998 $6,822 $2,677 $4,145 --
1999 7,972 10,916 (2,944) --
2000 3,349 8,328 (4,979) --
For the 9 months ended
September 30, 2001 1,998 750 1,248 --
General Fund
1998 $512,014 $547,244 ($35,230) --
1999 557,814 571,153 (13,339) --
2000 540,256 661,620 (121,364) --
For the 9 months ended
September 30, 2001 257,942 548,530 (290,588) --
Agency State Highway Patrol Law Library Fund
1998 $53,922 $62,961 ($9,039) --
1999 71,168 63,405 7,763 --
2000 61,324 62,873 (1,549) --
For the 9 months ended
September 30, 2001 29,873 34,305 (4,432) --
Capital Projects Municipal Court Computer Fund
1998 $87,912 $146,781 ($58,869) $110,516
1999 85,977 59,841 26,136 136,652
2000 85,663 26,607 59,056 195,708
For the 9 months ended
September 30, 2001* 72,140 27,706 44,434 240,142
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Special Revenue Indigent Driver Fund

1998 $5,835 $0 $5,835 $41,571
1999 7,440 0 7,440 49,011
2000 7,457 0 7,457 56,468
For the 9 months ended

September 30, 2001* 5,635 0 5,635 62,103
Capital Projects Court General Special Projects Fund

1998 $80,836 $54,134 $26,702 $26,702
1999 97,196 15,348 81,848 108,550
2000 85,927 31,000 54,927 163,477
For the 9 months ended

September 30, 2001 80,475 130,181 (49,706) 113,771
Special Revenue Municipal Probation Fund

1998 $150,449 $162,000 ($11,551) $95,501
1999 174,129 72,000 102,129 197,630
2000 204,191 187,978 16,213 213,843
For the 9 months ended

September 30, 2001 138,877 85,798 53,079 266,922

Source: Detailed Trial Balance report for respective year (BFMDETTB)

! Prior to February 2001, the Court’s restricted fund cash was included within the City’s cash pool. However, upon
order of the Court, the City maintains those restricted funds within a segregated checking account. These amounts do
not include $110,044, $54,399, or $77,550 expended from the Capital Projects Municipal Court Computer Fund,
Special RevenueIndigent Driver Fund, or Capital Projects General Special ProjectsFund, respectively. Theseamounts
were also excluded from the receipts in those same funds. This did not occur in the Specia Revenue Municipal
Probation Fund.

Asillustrated in Table 11-1, Court related expenditures from the General Fund for fiscal year 2001
will exceed the expenditures from FY 2000. If wetakethe FY 2000 expenditures and divide by 12
months there were approximately $55,135 in expenditures per month. Approximate per month
expenditures for FY 2001, through September 30, are $60,948. The per month expenditures
Increased approximately 11% from 2000to 2001. Part of thisincrease can be explained by increases
in employee salaries. The 2000 appropriation for employee salaries, based upon the Judges
Judgement Entry, was $392,898 while the 2001 Judgement Entry increased the employee salary
portion of the appropriation to $449,603, an increase of approximately 14%.
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Table 11-1 aso illustrates fluctuations in expenditures in the Capital Projects Municipal Court
Computer Fund and the Special Revenue Municipa Probation Fund. The expenditures for the
Special RevenueMunicipal Probation Fund, the Capital Projects General Special ProjectsFund, and
the Capital Projects Municipal Court Computer Fund in 1998 included transfers in the amounts of
$90,000; $40,000 and $120,000 respectively, to the City of Girard's Capital Projects Capital
Improvement Building Fund. The disbursement from the Special Revenue Municipa Probation
Fund in 2000 include $139,309 in expenditures for furniture and equipment for the Justice Center.
The above noted expenditures are extraordinary and do not reflect normal reoccurring expenditures
from those Funds.

Table 11-1 reflects the General Fund receiving only $257,942 for the 9 months ended September
30, 2001. Thisamount includes only 8 months of the Courts fines, costs, and forfeitures.

Court Receipting Procedures

Receipts (cash, checks, and money orders) made in person at the Justice Center are collected by
bonded Deputy Clerks in the Criminal, Civil, and Traffic divisions. At the end of each day, the
Deputy Clerks reconcile their respective cash drawers to a print out of the daily cashbook. All
receipts, received in the mail, are opened by the Deputy Clerk Secretary. Thereceipts are sorted by
division and delivered to that respective Deputy Clerk.

When adefendant sends payment for a“waiver able’ offense to the Court, theticketispulled. The
Deputy Clerk enters the amount received into the computer using the receipt screen for that case.
A receipt isgenerated, which automatically updatesthe docket file of that case with acorresponding
entry. At the end of each day, adaily cashbook is printed which reflects the daily receipts by each
Deputy Clerk, aswell asagrand total for the day.

For al Divisions, the Clerk of Courtscountstherecei ptsand preparesthe bank deposit. Thereceipts
are then secured in the Court’s safe. The Bailiff or the Clerk of Courts delivers the deposit to the
depository (Farmer’s Bank) the following morning. At that time, the bank verifies the deposits
received.

The Clerk of Courtsreconcilesthe Court’ saccounts by printing amonthly cashbook journal (which
must match the sum of the daily cashbooksfor that month). A reconciliation of cashbook and bank
statements is prepared and provided to the Judge. Disbursements of collected monies are made to
the proper agencies by the Clerk of Courts.

Courts Disbursementsto Court Restricted Funds

Disbursementsrelated solely for the Court arerecorded in thefollowing City operated funds: Capital
Projects Municipal Court Computer Fund, as referred to by the City, which consists of Computer
Fund A (Fund No. 975) and Computer Fund B (Fund No. 975); Special Revenue Indigent Driver
Fund (Fund No. 985IDATA); Capital Projects Court General Special Projects Fund (Fund No. 110),
and Special Revenue Municipal Probation Fund (Fund No. 860). Thesefunds have been authorized
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through the Ohio Revised Code, were ordered by the Court, and are maintained in a City operated
bank account, which is held separate from the City’ s other pooled cash. Historically, the Court’s
restricted funds were part of the City’ s cash pool; however a Judgement Entry by the Judge ordered
the separation of that cash.

Capital Projects Municipal Court Computer Fund

Computer Fund A and Computer Fund B

The Capital Projects Computer Fund, referred to by the City asthe Capital Projects Municipal Court
Computer Fund, wasauthorized by Ohio Rev. Code Section 1901.261 “ Additional feesfor computer
services.” Thefundismaintained to account for additional feesthat are assessed to computerizethe
court ($3) and to computerize the Clerk of Court’s office ($10). Auditor of State Management
Advisory Services Bulletin No. 93-02 and Auditor of State Bulletin No. 97-019 prescribe the
accounting procedures for the computerization funds and the proper disbursement of those funds.
TheBulletins state: “the preferred accounting treatment isthat each fee established by each court be
accounted for in a separate fund. The Fund(s) should be special revenue funds of thecity. ..” The
Bulletins further provides “the following are considered appropriate expenditures for
computerization and for the acquisition and maintenance of legal research services. They include,
but are not limited to: computer space; computer electrical; computer air conditioning; computer
furniture, computer printer, computer software; subscription to computer service(s); staff to operate
the computer system, including fringes; supplies, and computer needs studies.”

Special Revenue Indigent Driver Fund

The Special Revenue Indigent Driver Fund was authorized by Ohio Rev. Code Section 4511.191.
This Section statesthat moneysin thisfund “ shall be used only to pay the cost of an alcohol and drug
addiction treatment program attended by an offender or juvenile traffic offender who is ordered to
attend an alcohol and drug addiction treatment program by a county, juvenile or municipal court
judge and who is determined by the county, juvenile, or municipal court judge not to have the means
to pay for attendance at the program or to pay the costs specified in division (N)(4) of this section
in accordance with that division.”

Capital Projects General Special Projects Fund

Courts were authorized to assess additional funds to “acquire and pay for specia projects of the
court” through Ohio Rev. Code Section 1901.26. The projectsinclude, but are not limited to, “the
acquisition of equipment, the hiring and training of staff, community service programs, mediation
or dispute resol ution services, the employment of magistrates, the training and education of judges,
acting judges, and magistrate, and other related services.”

Municipal Court 11-17



City of Girard Performance Audit

Special Revenue Municipal Probation Fund

The Special Revenue Municipal Probation Fund was authorized by Ohio Rev. Code Section 737.41.
That Section states. “ Thelegidative authority of amunicipal corporationinwhichamunicipal court
.. that has adepartment of probation shall establish in the municipal treasury a municipal probation
servicesfund. Thetreasurer of the municipal corporation shall disbursethe money contained inthe
fund at the request of the municipal court department of probation, for use only by that department
for specialized staff, purchase of equipment, purchase of services, reconciliation program for
offenders and victims, other treatment programs, including alcohol and drug addiction programs.”

Court Disbursementsfor City Use

Disbursements to the City are made, each month, through the Clerk of Courts via Court checks.
Detail reports accompany the checks which describe where the disbursements should be recorded
(i.e., in the City’ srestricted Court funds or other City funds).

Disbursements to the City also include unclaimed funds. Unclaimed funds are turned over to the
City’s General Fund after a letter has been sent to the payee. This letter allows the payee an
opportunity to cash the check from the Municipal court. If no response is received, the Clerk of
Courtstotals all unclaimed funds and writes a check to the City Auditor for deposit into the City’s
General Fund.

Court disbursements remitted to the City for City use or for pass through to the State of Ohio are
recorded inthefollowing funds: General Fund (Fund No. 100), Specia Revenue Law Enforcement
Drug Fund (Fund No. 211), and the Agency State Highway Patrol Law Library Fund (Fund No. 830).

Costs and Fines remitted to the City from the Court are distributed approximately 1.5 months after
the receipt by the Court.
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Findings/Commendations/Recommendations

F11.1 Aspreviously described withinthisreport, the Girard Municipal Court hasjurisdictioninthe
City of Hubbard. Asprescribed by Ohio Rev. Code Section 1901.026 “the current operating
costs of a municipal court . . . that has territorial jurisdiction under section 1901.02 or
1901.182 of the Revised Code that extends beyond the corporate limits of the municipal
corporation in which the court islocated shall be apportioned pursuant to this section among
al of the municipa corporations and townships within the territory of the court.” For
purposes of this Ohio Rev. Code Section a township is defined as a “township that has
adopted thelimited self-government form of government.” ThetownshipswithintheCourt’s
jurisdiction are not Limited Home Rule townships; therefore, those townships are not
required to proportionately share in the current operating costs of the Court.

Operating costs are defined as “the figure that is derived by subtracting the total of all costs
that are collected and paid to the city treasury by the clerk of the municipal court pursuant
to division (F) of section 1901.31 of the Revised Code and all interest received and paid to
the city treasury in relation to the costs pursuant to division (G) of section 1901.31 of the
Revised Code from the total of the amount payable from the city treasury for the operation
of the court pursuant to sections 1901.10, 1901.11, 1901.111, 1902.12, 1901.31, 1901.311,
1901.312, 1901.32, 1901.33, 1901.331, 1901.36, 1901.37, and 1901.38 of Revised Code,
other than any amount payable from the city treasury for the operation of the court involving
construction, capital improvement, rent, or the provision of heat and light.” Meaning,
operating costs are the difference between the amount provided by the City to the Court and
the amount the City receives from the Court via the General Fund.

The City of Hubbard does not proportionately share in the current operating costs of the
Court, but it should. Ohio Rev. Code Section 1901.026 further states that “a municipal
corporation or township within the territory of amunicipal court is not required to pay that
part of its proportionate share of the current operating cost of the court . . . that exceedsthe
total amount of costs, fees, fines, or other moneysthat wasdisbursed by the Clerk of Courts.”
Meaning, the City of Hubbard isonly responsible for the proportionate amount of operating
costs up to the amount received from the Girard Municipal Court.

Py
=
=
[N

The current operating costs of the Court should be proportionately shared with the City of
Hubbard. Tables 11-2 and 11-3 illustrate the calculation of the proportionate share of the
Court’ scurrent operating costsfor theyears 1998, 1999, and 2000 using the prior year’ scase
load.
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Table 11-2: Proportionate Case L oad of the City of Hubbard
1997° 1998 1999 2000
Hubbard*
Traffic 136 139 166 198
Criminal 18 45 35 11
Total Hubbard 154 184 201 209
Total Court? 10,726 11,555 11,584 9,933
Percentage 1.44% 1.59% 1.74% 2.10%
! Obtained from the City of Hubbard Summary of Dispositions Finalized from the Mayor's Court Clerk
2 Obtained from the respective Girard Municipal Court Annual Report (excludes probation cases)
3 1997 case load numbers are shown in order to calculate the proportionate share of the 1998 operating costs
Table 11-3: Current Operating Costs
For the9
months ended
September 30,
1998 1999 2000 2001*
City General Fund Receipts
from Court* $512,014 $557,814 $540,256 $257,952
City General Fund
Expendituresto Court? 547,244 571,153 661,620 548,530
Current Operating Costs
subject to apportionment (35,230) (13,339) (121,364) (290,578)
Case load percent from prior
year (Table 11-2) 1.44% 1.59% 1.74% 2.10%
Apportioned Amount? $507 $212 $2,112 $6,114
Hubbard’' s amount received
from court® $7,184 $4,524 $6,023 --

! Obtained from the City of Girard Detailed Trial Balance (Report BFMDETTB)

2 Obtained from the City of Girard Expense Report (Report BFMEXLST)

3 The apportioned amount is subject to change based on any reimbursements that could be collected as aresult of other

recommendations in this report

4 The 2001 amount is subject to change by the end of the fiscal year
® Total amount received from Court was not yet available for 2001

Municipal Court
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F11.2

Py
=
[N
N

AsTables 11-2 and 11-3 illustrate, the City of Hubbard should have paid a proportionate
share of the current operating costs of the Court as the apportioned amount does not exceed
the amount received by the City of Hubbard. Ohio Rev. Code Section 1901.026 states, “The
auditors or chief fiscal officers of each of the municipal corporations and townships within
theterritory of amunicipal court for which the current operating costs are apportioned under
this section shall meet not |ess than once each six months at the office of the auditor or chief
fiscal officer of the municipal corporation in which the court is located to determine the
proportionate share due from each municipal corporation and each township, to determine
whether any municipal corporation or township is not required to pay any part of its
proportionate share under division (B) of this section, and to adjust accounts.” The City of
Girard should meet with the City of Hubbard and discuss the apportionment of the current
operating costs of the Court and the payment of past amounts.

Finding F11.2 discusses the reimbursement of hospitalization costsfor the Court Judge and
the Clerk of Courts. This reimbursement would impact the current operating costs for the
Court. The reimbursement would decrease the City's General Fund expenditures to the
Court and the subsequent apportionment to the City of Hubbard.

Financial Implication: The City should recover the proportionate share of operating costs
from the City of Hubbard. The City should receive up to $2,800 for fiscal years 1998, 1999,
and 2000. Thetotal amount for 2001 should not be determined until the end of the fiscal
year. However, as of November 30, 2001, the City of Hubbard owes approximately $5,400.

In addition, the City should also consider whether any previous years would also be
recoverable.

The City of Girard currently provides group health insurance for all employees, including
Court employees. Ohio Rev. Code Sections 1901.111 and 1901.312 state the following in
regards to health care coverage for Judges and Clerks of Courts, “if the municipal court is
not a county-operated municipal court, the portion of the costs, premiums, or charges or all
of the costs, premiums, or charges shall be paid in three-fifths and two-fifths sharesfrom the
city treasury and appropriate county treasuries as described in division (C) of section
1901.11[for Judgesand 1901.31 for Clerks of Courts] of the Ohio Revised Code. Thethree-
fifths share of a city treasury is subject to apportionment under section 1901.026 of the
Revised Code.” Historicaly, the City of Girard has solely paid for the Judge’ sand Clerk of
Courts' hospitalization coverage.

The City of Girard should follow the Ohio Rev. Code and obtain reimbursement for the
portion of hospitalization costs that should have been billed and paid by Trumbull County.
Table 11-4 illustrates the amounts that should have been billed and paid by Trumbull
County.
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Table 11-4. Hospitalization Costs

For the9
months ended
September 30,
1998 1999 2000 2001’
Court Hospitalization
cost! $90,732 $90,659 $122,232 $90,390
No. of covered
employees? 13¢ 12 13 14
Average cost per
employee® $6,979 $7,555 $9,402 $6,456
Average cost for 2
employees® $13,958 $15,110 $18,804 $12,912
County share® $5,583 $6,044 $7,522 $5,165

! Obtained from the respective City of Girard Expense Audit Trail Report (Report BFALSTEX)

2 Obtained from the Hospitalization Roster with Account Breakdowns prepared by the City Audit Clerk
3 Obtained by dividing the court hospitalization cost by the number of employees
“ Obtained by multiplying the cost per employee by 2 ( Judge and Clerk of Courts)

5 Obtained by taking 2/5 of the cost for 2 employees

% Obtained by averaging the number of employeesin 1999, 2000, and 2001 because 1998 was unavailable

" The 2001 amount is subject to change as more expenditures are made

The 1997 Girard Municipal Court Annual Report, reflected that Trumbull County should
reimburse the City of Girard $22,317 for personnel costs from 1994 through 1997, which
included hospitalization, incurred by the Girard Municipal Court. The City should ensure
this, and all future reimbursements are made.

Financial Implication: The City should recover the portion of hospitalization costs that
should have been billed to and paid by Trumbull County. For fiscal years 1994 through 2000
and for the 9 months ended September 30, 2001, the City is entitled to approximately
$46,000. For 2002 and beyond, the City should expect annual reimbursements totaling
$6,100 from Trumbull County for hospitalization costs. Thisis based on the average of the
county share calculated in Table 11-4.

In addition, the City should also consider whether any previous years would also be
recoverable.

This Financial Implication would impact the Court’ s current operating costs; therefore, the
proportionate share of current operating costs paid by the City of Hubbard would aso be
effected.
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F11.3 Ohio Rev. Code Section 1901.26, permitsin part, “if the municipal court offers a special
program or service in cases of a specific type, the municipal court by rule may assess an
additional charge in a case of that type, over and above court costs, to cover the special
program or service. Themunicipal court shall adjust the special assessment periodically, but
not retroactively, so that the amount assessed in those cases does not exceed the actual cost
of providing the service or program.”

On January 1, 1998 via Judgement Journal 8 page 132, the Court established a “ General
Special Projects Fund to be utilized solely by the Girard Municipal Court; that the Girard
Municipal Court’sGeneral Specia Projects Fund shall befunded with additional court costs
on thefiling of each criminal cause, civil action or proceeding, or judgement by confession
..." The Judgement Journal did not reflect a specific purpose for the fund.

The 1997 Girard Municipal Court Annual Report dated January 27, 1998, reflected that
“commencing January 1, 1998, the clerk has been collecting $10 per case and depositing
[the] sameinto the court’s specia projects fund. It isanticipated that the clerk will deposit
approximately $95,000 per year into this fund which may be used to augment the cost of
building a community justice center.”

Commencing in 2001, the Court established the purpose of the General Special Projects
Fund, viaaJudgement Journal Entry, in part, to service aportion of the Justice Center debt.
In April 2001, the Court disbursed $55,800, for the first half fiscal 2001 commitment, to the
Capital Projects Capital Improvement Building Fund. The Court then established a $9,300
monthly commitment or $111,600 annually. Although the Court established a $111,600
annua commitment, the $10 rate reflected in the Court’s 1997 Annual Report is expected
to generate only $95,000 annually. Therefore, the $10 rate may not generate the required
funds for the Court to meet its $111,600 annual commitment.

Commencing July 2001 and continuing thereafter (until further order of the Court), the Court
ordered the City Auditor to expend $9,300, each month, from the Capital Projects General
Special Projects Fund to the Second National Bank of Warren - the Justice Center Note
holder versus transferring the payment to the City’ s Capital Projects Capital Improvement
Building Fund.

To meet the $111,600 annual commitment, and based upon the Capital Projects Court
General Special Projectsaveragereceiptsand average caseload from 1998 through 2000, the
Judge should have originally assessed the fee at some higher amount. According to Table
11-5 and the subsequent discussion, that higher amount is $12.68.
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Table11-5: Average number of Cases

1998 1999 2000 Average
Capita Projects Court
Genera Specia Projects
Receipts' $80,836 $97,196 $85,927 $87,986
Amount received per case’ $10 $10 $10 $10
Approximate No. of
Cases® 8,084 9,720 8,593 8,799

! Obtained from the respective Detail Trial Balance report

2 Amount assessed from by the Court

3 Obtained by dividing the Capital Projects Court General Special Projects Fund Receipts by the amount received per

case

In order to meet its commitment, the Court should have assessed thefee at $12.68, whichis
calculated by dividing the commitment ($111,600) by the average No. of cases (8,799).

Py
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Upon establishing afund, the Court should specifically identify the purpose of that fund and

ensure asufficient business plan is devel oped to support the Court’ sintended purpose. For
example, the General Specia Projects Fund was created by the Court in 1998; however, the
purpose of that fund was not officially identified viaa Judgement Journal Entry until 2001.
Similarly, before establishing afund, the Court should conduct some planning to ensure the
established feeis sufficient to cover the Fund’ sintended purpose and is not excessive. For
example, the Court should haveinitially established the fee at approximately $12.68 versus

$10 to fully meet the $111,600 commitment.

The Court could refrain from increasing the fee for one year and deplete the surplus cash
fund balance within the Capital Projects General Special Projects Fund.

If necessary, at some future time, the Court should consider declaring a surplus and pursue

options to distribute the surplus to the City.

F11.4 Aspartof thefiscal emergency condition andinan attempt to increase cash flowsand reduce
Interest costs, the City and Second National Bank of Warren - the Justice Center Note hol der
may adjust the Justice Center interest rate early. The early interest rate eval uation may cost
the City approximately $5,500. However, in return, the City will lock into alower interest
rate for the next three years. As aresult, the City will realize certain interest savings (See

Debt, Section 3, for amore detailed discussion of the Justice Center loan).
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On December 3, 2001 via Judgement Journal 11 page 282, the Court suspendedits $111,600
commitment until further order of the Court. At thistime, the Court will not makeits$9,300
monthly payment. Therefore, the City will now unilaterally fund the Justice Center debt.
This particular Judgement Journa will significantly and adversely impact the City’'s
financial condition (see the Debt, Section 3 for a more detailed review of the financial
impacts).

Ohio Rev. Code Section 1901.26(B)(1) states, “ The municipal court shall adjust the special
assessment periodically, but not retroactively, so that theamount assessed i nthose casesdoes
not exceed the actual cost of providing the service or program.”

The Court should reevaluate its December 3, 2001 Judgement Entry and meet its $111,600
annua commitment. However, since the City obtained an adjusted interest on this debt the
Court’ s proportionate share could be reduced to $106,000. The Court should make the debt
payments directly to the City’ s accounts and the City should make a single payment to the
lender.

If the Court does not reevaluate its Judgement Entry, the Court should reeval uate whether
the current $10 fee should be al so suspended and the Court should determine an appropriate
course of action for the remaining fund balance within that Fund. For example, the Court
should determine whether to “declare” a surplus and move that amount into the City’s
Genera Funds or other appropriate fund.

Financial Implication: The Court should meetsits previous Judgement Entry commitment
proportionate to the new debt payment. The City’s Capital Projects Capital Improvement
Building Fund would realize a positive financia impact of $106,000.

The interest rate may change, once again, for 2005 and beyond, which would impact the
future proportionate amount.

Ohio Rev. Code Section 737.41 statesin regard to the Special Revenue Municipal Probation
Fund, “ Thetreasurer of the municipal corporation shall disburse the money contained in the
fund at the request of the municipa court department of probation, for use only by that
department for specialized staff . . .” Currently, the City Auditor has not been directed by
the Court Probation Division to use funds from the Special Revenue Municipal Probation
Fund to directly pay specialized staff salaries from this fund.

Table 11-6 illustrates the Special Revenue Municipal Probation Fund activity. The Table
indicates that sufficient resources are currently and readily available to pay saaries and a
portion of hospitalization costs for all three Probation Division employees.
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Table 11-6: Review of Court Fund Activities

Beginning Fund Cash Ending Fund Cash
Balance Receipts Expenditures Balance
Special Revenue Municipal Probation Fund
1998 $107,052 $150,449 $162,000 $95,501
1999 95,501 174,129 72,000 197,630
2000 197,630 204,191 187,978 213,843
Average $176,256 $140,659

Sour ce: Respective Detail Trial Balance

The 1998 $162,000 expenditures include a Court directed $90,000 transfer to the City’'s

Capital Projects Capital Improvement Building Fund.

In 2000, the Specia Revenue

Municipal Probation Fund spent $139,300 on furniture and equipment for the Court. These
were nonrecurring expenditures but, nevertheless, increase the average expenditures of the

Fund.

Assuming those $230,000 nonrecurring expenditures were not made, the average
expenditures in the Special Revenue Municipal Probation Fund would decrease from
approximately $141,000 to $64,000 each year. The average receipts would remain at
approximately $176,000. The difference between the average receipts and the average
expenditures, less the nonrecurring items, approximates $112,000 each year.

Thesalariesof thethree Probation Division employees, for fiscal year 2001, total s $100,000,
not including benefits. The Court could easily pay the Probation Division employeesdirectly
from the Special Revenue Municipal Probation Fund. Additionally, the Court could also pay
Probation Division employee hospitalization costs totaling $10,000 each year.
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Aspermitted by Ohio Rev. Code Section 737.41, the Court should pay all Probation Division

employee salaries and a portion of the their hospitalization costs directly from the Special

Revenue Municipa Probation Fund.

Financial Implication: Paying all three Probation Division employees and a portion of their
hospitalization costs, will reduce the Court’s “draw” on the General Fund and positively

impact the General Fund by $110,000 each year.

If the employee payments remained in the General Fund and scheduled wage increases of
3.25% and 3.5% occur for 2002 and 2003 respectively, then the General Fund's positive
financial impact would be $113,600 and $117,600 for each of those two years.
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F11.6

Assuming salary adjustments approximate 3.25% for fiscal years 2004 through 2006, the
General Fund's positive financial impact would be $121,400; $125,300; and $129,400 for
those three years, respectively.

This Financial Implication impacts the Court’s current operating costs; therefore, the
proportionate share of current operating costs paid by the City of Hubbard would aso be
effected.

Auditor of State Management Advisory ServicesBulletin 93-02 providesclarificationonthe
allowableexpendituresfromthe court computerizationfund. TheBulletin states, in pertinent
part, “the following areas are considered appropriate expenditures for computerization . . .
staff to operate the computer system . . .”

In Judgement Journal 11 page 204 dated August 2, 2001 the Judge ordered a$29,042 transfer
“from the Girard Municipal Court’scomputer fund ‘A’ to the City of Girard’ s General Fund
in four (4) equal monthly installments of $7,260.52 commencing September 1, 2001 and
continuing on the first day of each month thereafter until said amount is paid in full.” The
Journal Entry reflected the purpose was “to reimburse the City of Girard’s General Fund in
an amount equal to the cost of his [Jeff Hartmen, manager of management information
systems] services for calendar year 2001 and to provide the City of Girard with sufficient
cash flow to insure his position.” No other staff member’s salaries are reimbursed by the
court computer funds, and no salaries are directly paid from the Capital Projects Municipal
Court Computer Fund. A review of the peer courtsin Cambridge and Eaton revealed that
certain employee salaries were directly paid from their respective court computerization
funds.

Table 11-7 illustrates the Capital Projects Municipal Court Computer Fund activity. The
Table indicates that sufficient resources are currently and readily available to pay the
Manager of Information Systems' salary and hospitalization benefits directly from the fund.
The Tableal so indicates that sufficient resources are avail able to pay aportion of the salary
of an additional “qualified” employee.
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Table11-7: Review of Court Fund Activities

Beginning Fund Cash Ending Fund Cash
Balance Receipts Expenditures Balance
Capital Projects Municipal Court Computer Fund
1998 $169,385 $87,912 $146,781 $110,516
1999 110,516 85,977 59,841 136,652
2000 136,652 85,663 26,607 195,708
Average $86,517 $77,743

Sour ce: Respective Detail Trial Balance

The 1998 $146,781 expenditures include a Court directed $120,000 transfer to the City’'s
Capital Projects Capital Improvement Building Fund. Thiswas a nonrecurring expenditure
but, nevertheless, increased the average expenditures of the Fund.

Assuming the $120,000 nonrecurring expenditure was not made, the average expenditures
inthe Capital ProjectsMunicipal Court Computer Fund would decrease from approximately
$78,000 to $38,000 each year. Average receipts would remain at approximately $87,000.
The difference between the average receipts and the average expenditures, less the
nonrecurring items, approximates $49,000 each year.

TheManager of Information Systems’ salary, for fiscal year 2001 is approximately $30,000,
not including benefits. The Court could easily pay the Manager of Information Systems
salary directly from the Capital ProjectsMunicipa Court Computer Fund. Additionally, the
Court could also pay $7,600 for hospitalization costs and $9,900 (36%) of the Clerk of
Courts salary each year from this Fund.
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Asclarified and permitted by Auditor of State Management Advisory Services Bulletin 93-

02, the Court should pay the Manager of Information Systems' salary and hospitalization
costsand aportion of the Clerk of Courts’ salary directly fromthe Capital ProjectsMunicipal
Court Computer Fund.

Financial Implication: Paying the Manager of Information Systems sdary and
hospitalization costs, and a portion of the Clerk of Courts salary, will reduce the Court’s
“draw” on the General Fund and positively impact the General Fund by $47,500 each year.
The City would no longer receive the transfer from the Court for the reimbursement of the
Manager of Information Systems' salary which would negatively impact the General Fund
by $30,000. The Genera Fund would realize a net financia impact of $17,500.
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If employee paymentsremained inthe General Fund and schedul ed wage increases of 3.25%
and 3.5% occur for 2002 and 2003, respectively, the General Fund’ spositivefinancial impact
would be $49,000 and $50,700 for each of those two years.

Assuming salary adjustments approximate 3.25% for fiscal years 2004 through 2006, the
General Fund’ s positive financial impact would be $52,300; $54,000; and $55,800 for those
three years, respectively.

This Financial Implication impacts the Court’s current operating costs; therefore, the
proportionate share of current operating costs paid by the City of Hubbard would also be
effected.

Ohio Rev. Code Section 1901.26 states, in regard to General Specia Project Funds, “the
municipal court may determinethat, for the efficient operation of the court, additional funds
are necessary to acquire and pay for specia projects of the Court including but not limited
to, . . . the hiring and training of staff, . . . the employment of magistrates...” Asstatedin
Finding No. F11.3, the Court’ s Capital Projects General Specia Projects Fund isonly used
to service a portion of the Justice Center’s debit.

As permitted by Ohio Rev. Code Section 1901.26, the Court should pay the Magistrate's
salary and hospitalization costs from the Capital Projects General Special Projects Fund.
Upon determining that salary and hospital costs will be paid from the Capital Projects
General Special ProjectsFund, the Court should determine an appropriate fee and assessthat
fee accordingly. In conjunction with this process, the Court should also authorize the City
to make direct salary and hospitalization expenditures from this Fund.

Assuming the Magistrate’ s salary approximates $23,300 (the Court’s 2001 Wage Order
established the salary at $23,340, each year), using Table 11-5, the Court needs to assess a
fee approximating $2.63 per case fee to pay the Magistrate’ s salary.

Assumingthe M agistrate’ shospitalization cost approximate $7,600, each year (aspreviously
calculated), using Table 11-5, the Court needs to assess a fee approximating $0.86 per case
to pay the Magistrate' s hospitalization costs.

In total, the Court needs to assess a $3.49 to pay the Magistrate's salary and the
hospitalization costs.

Financial Implication: Paying the Magistrate’ s salary and hospitalization costs, will reduce
the Court’ s“draw” on the General Fund and positively impact the Genera Fund by $30,900
each year.
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If employee paymentsremained inthe General Fund and schedul ed wage increases of 3.25%
and 3.5% occur for 2002 and 2003 respectively, the General Fund’ spositivefinancial impact
would be $31,900 and $33,000 for each of those two years.

Assuming salary adjustments approximate 3.25% for fiscal years 2004 through 2006, the
General Fund’ s positive financial impact would be $34,100; $35,200; and $36,300 for those
three years, respectively.

This Financial Implication impacts the Court’s current operating costs; therefore, the
proportionate share of current operating costs paid by the City of Hubbard would also be
effected.

F11.8 Table11-8reflectsthe Girard Municipal Court and peer court full time equivalents. Unless
otherwise noted, the peer average calculations for this and all other Tables within this
section do not include the Girard Municipal Court.
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Table 11-8: Employees by Type (as of September 30, 2001)

Peer

Girard Cambridge Circleville Defiance Eaton Average
Judge 1.0 1.0 1.0 1.0 1.0 1.0
Acting Judge 0.1 0.1 0.1 0.1 0.1 0.1
Magistrate 0.5 05 0.5 05 05 05
Clerk of
Courts 1.0 1.0 1.0 1.0 1.0 1.0
Bailiff 1.0 1.0 0.0 0.5 1.0 0.6
Deputy
Bailiffs 15 15 0.0 0.0 05 0.5
Administrative
Assistant -- 1.0 -- -- -- 1.0
Assignment
Commissioner -- 1.0 -- -- -- 1.0
Manager of
Information
Systems 1.0 -- -- -- -- --
Deputy Clerk
FTE's 10.5 14.5 115 9.5 9.0 111
Total FTE's 16.6 21.6 14.1 12.6 13.1 154

Source: Girard Municipal Court organization chart and information provided by the peer courts.
Note: Deputy Clerksincludesthe probation clerksfor al cities. The Citiesof Circleville and Eaton Probation Officers
perform certain deputy bailiff duties.

The City of Girard Municipal Court hasan FTE count of 16.6 whichisapproximately 1 FTE
more than the peer average. The City of Defiance Municipa Court hasthe least FTE's, at
12.6 while the Cambridge Municipal Court has the most, at 21.6.

Table 11-9 illustrates the casel oad for the Girard Municipal Court and the peer municipal
courts for calendar years 1998, 1999, and 2000.
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Table11-9: CaselL oad

Girard Cambridge Circleville Defiance Eaton A\Zereerlge
Population Served® 41,860 39,000 65,000 39,228 42,000 46,307
Case Load Breakdown?
2000 Traffic? 7,854 12,114 10,478 -- 10,857 11,150
2000 Criminal® 1,119 2,449 2,157 11,933 1,559 2,055
2000 Civil* 960 799 1,180 1,792 644 1,104
2000 Total® 9,933 15,362 13,815 13,725 13,060 13,991
1999 Total® 11,584 15,940 13,279 13,309 12,892 13,855
1998 Total® 11,555 15,968 14,604 12,681 12,275 13,882
Average 11,024 15,757 13,899 13,238 12,742 13,909

! Obtained from the respective Municipal Court Clerk of Courts, amounts stated are approximate

2 Obtained from the respective Municipal Court Annual Report
% Includes DUI cases filed, Defiance does not split out traffic cases; therefore, that Court is excluded from the peer

average

* Includes small claims cases
> Does not include probation cases as the probation cases were not provided by the peer cities
®Total excludes probation cases

The City of Girard Municipal Court has an average case load of 11,024, which is
approximately 2,885 lessthan the peer average. The Eaton Municipal Court hasthe closest

to Girard, at 12,742 while Cambridge Municipa Court has the most, at 15,757.

Table 11- 10 illustrates the Girard Municipa Court and peer court case loads per FTE for
fiscal years 1998 through 2000.
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Table11-10: CaselLoad per FTE

Peer
Girard Cambridge Circleville Defiance Eaton Average

2000 caseload 9,933 15,362 13,815 13,725 13,060 13,991
1999 caseload 11,584 15,940 13,279 13,309 12,892 13,855
1998 caseload 11,555 15,968 14,604 12,681 12,275 13,882
FTE's' 16.60 21.60 14.10 12.60 13.10 15.35
2000 casel oad

per FTE 598 711 980 1,089 997 944
1999 casel oad

per FTE 698 738 942 1,056 984 930
1998 caseload

per FTE 696 739 1,036 1,006 937 930
Average 664 729 986 1,051 973 935

* Obtained from respective Court and includes Probation employees. Refer to Table 11-8 for the FTE summarization

Note: Table 11-10 assumes a consistent number of FTE’ s from 1998 through 2000

The City of Girard Municipal Court has an average case load per FTE of 664 whichis 271
fewer than the peer average. The Cambridge Municipa Court isthe closest to Girard' s case
load per FTE, at 729 while Defiance Municipa Court hasthe largest case load per FTE, at

1,051.

Table11-11 illustrates the number of FTE’ s needed by the Girard Municipal Court to align
with the peer average based on case load.

Table11-11: FTE'sNeeded, by Girard , to meet Peer Average

FTE'stoalignto
Peer Average
FTE's needed 12.10
2000 caseload per FTE 821
1999 caseload per FTE 957
1998 caseload per FTE 955
City Average 911
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Asillustrated by Table 11-11, only 12.1 Court FTE's (adecrease of 4.5 FTE’s) are needed
by the Court to process a case |oad consistent with the peer average.

Table 11-12 reflects the salaries of all court employees for the City of Girard and the peer
citiesfor the years 1998, 1999, and 2000. The Tableasoillustratesthe average of thethree
years for each of the cities and the overall peer averages.

Table 11-12 also determines the approximate cost per employee and the approximate cost

per case.
Table11-12: Salariesand Cost per Case
Girard Cambridge Circleville Defiance Eaton Average

2000 Salaries $414,385 $455,083 $413,705 $269,723 $353,365 $372,969
1999 Salaries 361,907 438,089 413,338 262,831 322,536 359,199
1998 Salaries 347,897 430,469 404,078 251,903 282,232 342,171
Average $374,730 $441,214 $410,374 $261,486 $319,378 $358,113
No. of FTE! 16.60 21.60 14.10 11.60 13.10 15.10
Average salary
per FTE $22,574 $20,427 $29,105 $22,542 $24,380 $24,114
Average caseload
per FTE 664 729 986 1,051 973 935
Average cost per
case $34.00 $28.02 $29.52 $21.45 $25.06 $26.01

Source: Girard salaries were obtained from the respective City Detail Trial Balance. Peer City information was
provided by the Peer Cities.

! Defiance Municipal Court has been awarded a grant from the State of Ohio for one probation officer. Ninety-six
percent of the officer’s salary is paid from the grant. The number of FTE'sfor Defiance was reduced by 1

The City of Girard Municipal Court has an average cost per case of $34.00 which is $7.99
higher than the peer average. The City of Circleville has the next closest cost per case, at
$29.52 while Defiance Municipal Court has the lowest cost per case, at $21.45.

R11.8 Asnoted in F11.5 the number of new case filings has been decreasing, therefore it would
follow that the number of employees needed would also decrease. Asillustrated by Tables
11-10 and 11-11, in order to run as efficiently as the peer average, adecrease of 4.5 FTE'S
isneeded. The Court should reduce its employeesby 4.5 FTE's.
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Asreflected in Table 11-8, the Girard Municipal Court exceedsthe peer average in Deputy
Bailiffs. Whilethe Deputy Clerk FTE’ sarein line with the peer average, the Court’s case
load does not indicate a need for the current number of Deputy Clerks. Any reductionsin
staffing should come from these two areas.

Financial Implication: Assuming the Deputy Clerks' salaries and fringes average $31,100
each, the Court’s reduction of 3.5 FTE's would have a cost savings of approximately
$108,900 ($77,800 if we assume that R11.5 wasincorporated), for salaries and fringes such
as workers compensation, medicare, and pension costs.  Additionally, the $7,600 average
in hospitalization costs per employee would also be realized or approximately $26,600
($19,000 if we assume that R11.5 was incorporated).

If those empl oyees remained and received schedul ed wage increases of 3.25% and 3.5% for
2002 and 2003 respectively, the General Fund’ s positivefinancial impact would be $99,900
and $103,400 in those two years. Assuming salary adjustments approximate 3.25% for
fiscal years 2004 through 2006, the General Fund's positive financial impact would be
$106,800; $110,300; and $113,900 for those three years, respectively.

Assuming the Deputy Bailiff’s salaries and fringes averages $12,200 each, the Court’s
reduction of 1 FTE would have a cost savings of approximately $12,200. Additionally, the
$7,600 average hospitalization cost would be saved as well.

If the employee remained and received scheduled wage increases of 3.25% and 3.5% for
2002 and 2003 respectively, the General Fund’ s positive financial impact would be $20,400
and $21,100 for thosetwo years. Assuming salary adjustments approximate 3.25% for fiscal
years 2004 through 2006, the General Fund’s positive financial impact would be $21,800;
$22,500; and $23,200 for those three years, respectively.

This Financial Implication would impact the Court’ s current operating costs; therefore, the
proportionate share of current operating costs paid by the City of Hubbard would aso be
effected.

The Financial Implication would also impact previous recommendations regarding the
payment of salaries.
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Other Matters

Background

This section of the performance audit focuses on certain issues or items we observed during our
fieldwork or in limited instances, issues or items brought to our attention. Although this sectionis
labeled Other Matters, many of the issues and items herein contain substantial financial impact

matters or highlight certain City operational issues.

Tax Levies

F12.1  The City currently receives certain inside millage and a 4.1 mill trash hauler levy.

Thetrash hauler levy is recorded within the Special Revenue Garbage Fund. Table 12-1
reflects the history of that levy.

Table 12-1: Property Tax Levies

Millage Period Covered Renewed or New
1.2 | 5years 1999 renewed (passed November 1998)
.8 | Syears 1999 new (passed November 1998)
1.1 | 5years 2002 renewed (passed November 2001)
1.0 | 5years 2002 renewed (passed November 2001)
Total Millage 4.1

Source: City Council Resolutions

Table 12-2 reflects the Garbage Fund' s receipts and expenditures for fiscal years 1998
through 2000 and for the 9 months ended September 30, 2001.

Other Matters
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Table 12-2: Garbage Fund Receipts and Expenditures
(rounded to the near est $100)

For the9
months ended
1998 1999 2000 September 30, 2001

Receipts:

Real Estate Tax $141,400 $200,000 $201,700 $206,600

Homestead Rollback 25,000 34,000 34,500 17,300

Personal Property Tax 76,500 86,900 94,900 40,000

Trailer Tax 600 600 900 600

Refunds & Reimbursements 10,300 12,000 13,600 9,900
Total Receipts 253,800 333,500 345,600 274,400
Expenditures:

County Auditor Fees 4,100 5,000 5,600 4,500

Contractual Services 300,000 276,500 276,500 224,300
Total Expenditures 304,100 281,500 282,100 228,800
Receipts Over/(Under)
Expenditures (50,300) 52,000 63,500 45,600
Beginning Fund Cash Balance (44,000) (94,300) (42,300) 21,200
Ending Fund Cash Balance ($94,300) ($42,300) $21,200 $66,800

Source: Detailed Trial Balances - Fund 204

For fiscal years 1998 and 1999, the Garbage Fund had negative fund cash balances.
However, since 1999, the Fund has maintained a positive fund cash balance. In fact, the
fund cash balance improved roughly $161,000 since 1998. The positive trend is largely
due to an additional levy, in 1999, and reduced Contractual Services expenditures.

Property Taxes are the sole source of receipts for the Fund. The Contractual Services
expenditures represent payments to Browning-Ferris Industries of Ohio, Inc.(BFl), the
City’ strash hauler. Beginning May 2001, the agreement providesaratereductionto $5.75.
Therefore Contractual Service should decrease for 2001 and beyond. The agreement
providesthat BFI may increasetherateif the Geauga-Trumbull Solid Waste Management
District or any other state or regulatory agency increasestheir rate. The agreement does
not specifically mention changes to number of households.
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The County Auditor fees are typical tax related charges.

The City previously had a5 year, .8 mill property tax levy to fund general operations. This
levy was renewed in 1979 for tax year 1980. Therefore, the levy existed since 1975 or
before. The5 year, .8 mill levy was renewed by the votersin 1984, 1989, and 1995 and
it generated approximately $94,000 and $95,000 in 1999 and 2000, respectively.

The City had several opportunitiesto renew thelevy beforeit expired in 2000. However,
the City did not attempt to place the levy on the election ballot. In fact, the expiring levy
was not mentioned in City Council’s minutes record during fiscal years 1998 through
September 30, 2001. Therefore, the City did not consider renewing the .8 mill levy or the
adverse financial impact the expired levy would have on the City.

The Trumbull County Auditor’ s Office estimates each mill would generate approximately
$120,000 for the City, each year, and cost the typical City homeowner ($100,000 average
fair market assessed value) approximately $35 each year.

R12.1.1 The City should develop a process, and manage that process, to ensure all significant
financial impact items are presented to City Council for open discussion and subsequent
action, asappropriate. City Council shouldinsist that sufficient financial and nonfinancial
information is aso provided, which will help them make informed decisions.

Given the City’ s current financial condition, the need to provide sufficient servicesto the
residents, and the lack of a dedicated operating tax levy, the City should present a6 mill,
5-year operating levy or an income tax rate increase to the voters. An income tax rate
increase of slightly less than .5% would generate an equivalent dollar amount of 6 mills.

Financial Implication: The General Fund will be positively impacted by approximately
$720,000 each year if the voters approve a 6 mill, 5-year operating levy during the May
2002 Primary election. The 6 mills also considers the recently expired .8 mill levy.

Modificationsto the millage, el ection date, or length of thelevy will impact the annua and
total proceeds and the period those proceeds begin.

Financial Implication: The City received proceeds from the expired levy through 2000.
However, the proceeds will cease for 2001 and beyond. Therefore, the City’s failure to,
at least, present the levy for renewal adversely impacted the General Fund by
approximately $95,000 for 2001 and 2002, respectively.
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R12.1.2 Rather than maintaining several trash hauler levieswith differing expiration dates, the City
should consider consolidating those leviesinto onesinglelevy. If at somefuturetime, that
consolidated levy fails, the City should privatize the garbage operations.

The Garbage Fund’ sfund cash balanceimproved $63,500 between 1999 through 2000 and
it further improved by another $45,600 during the 9 months ended September 30, 2001.
The General Fund provides administrative support for this Fund. Therefore, modest City
salaries and benefits should be allocated to this Fund as those administrative services are
provided. Based upon this improvement and continued future improvements, the City
should alocate certain empl oyeeadministrative costs, up to $35,000 each year, to thisFund
from the General Fund. This allocation would positively impact the General Fund.

The City should determine asufficient reserve within thisFund (i.e., 5% of annual receipts
or someother amount) to cover unanticipated rateincreasesor other potential but unknown
costs. Once the reserve is established and funded each year, the City should review the
Garbage Fund's cash balance and adjust the allocated administrative costs either up or
down, as needed.
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Recr eation

F12.2  TheCity providesand maintains several recreational areasfor the City residentsincluding
Liberty, Todd, Hartzell, and Stambaugh parks. The parks have baseball and soccer fields,
basketball courts, and pavilion facilities. The City also has agymnasium within the City
Building for winter sport activities.

The City’ sRecreation Department consi stsof apart-time Recreation Director, who reports
to the Service Director, and a full-time Buildings and Grounds Superintendent, who also
reports to the Service Director. The Recreation Director’s position was created during
2000. The Recreation Department utilizes part-time employees, mostly college students,
to maintain the City’s recreational facilities. The Recreation Director organizes the
activitiesand eventswhilethe Buildingsand Grounds Superintendent primarily supervises,
directs, and works al ongside the part-time employees to maintain, enhance, and create the
City’ srecreational areas.

Table 12-3reflectsthe Recreation Department’ srecei pts and expendituresfor fiscal years
1998 through 2000 and for the 9 months ended September 30, 2001.

Table 12-3: Recreation Receiptsand Expenditures
(rounded to the near est $100)

For the9
months ended
1998 1999 2000 September 30, 2001
Receipts:
Income Tax $145,800 $205,900 $251,900 $151,600
Worker Compensation
Reimbursement 13,300 0 0 0
Pavilion Rental Fees 3,300 3,900 3,500 3,500
Gym Rental Fees 1,800 1,700 1,900 2,100
Refunds & Reimbursements 1,500 400 100 0
Miscellaneous 600 500 700 17,400
Bocci Fees 400 0 200 200
Total Receipts 166,700 212,400 258,300 174,800
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Expenditures:

Salaries 68,500 91,100 108,600 63,400
Capital Improvement 43,800 32,100 85,400 900
Operation & Maintenance 21,600 20,900 36,900 23,700
Severance Pay 0 18,300 0 0
Pension 8,900 15,100 14,100 7,600
Vehicle Repair 6,800 7,500 3,200 1,600
Hospitalization 0 0 6,800 6,500
State Exam Fees 0 6,700 3,300 8,100
Ohio Edison 5,000 4,900 4,900 6,000
Telephone 3,300 3,300 3,800 3,000
East Ohio Gas 2,800 2,700 2,300 4,700
Workers Compensation 1,800 3,900 6,300 3,300
Insurance 1,700 3,500 3,500 1,900
Gasoline 1,400 1,800 3,700 1,800
Medicare Tax 600 1,000 1,500 900
Bocce Expense 300 0 0 0
Clothing Allowance 300 200 0 0
Total Expenditures 166,800 213,000 284,300 133,400
Receipts Over/(Under)
Expenditures (100) (600) (26,000) 41,400
Beginning Fund Cash Balance 700 600 0 (26,000)
Ending Fund Cash Balance $600 $0 ($26,000) $15,400

Source: Detailed Trial Balances - Fund 214

Historically, the Department’ s significant source of receipts has been an allocation of the
City’sincome taxes. From 1998 through September 30, 2001, the income tax allocation
has approximated 93% of the Department’ stotal receipts. Inaddition, since 1998, the City
has steadily increased the income tax allocation to the Department (See Income Tax
Department, Section 4 for afurther discussion of the City’sincome tax allocation).
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Remaining larger sources of Departmental receipts include Pavilion Rental and Gym
Rental feeswhich have averaged approximately $3,500 and $1,800, each year, respectively
since 1998.

During 2001, Miscellaneous receipts spiked to more than $17,000. Pepsi Co. donated
$15,000 in exchange for sole distribution rights for the various City parks and the
gymnasium. Pepsi Co. also donated a scoreboard.

Salariesrepresent the single largest Departmental expenditure and have steadily increased
from approximately $69,000, in 1998, to roughly $109,000, in 2000. For 2001, Salaries
should decline as compared to 2000. Historicaly, Capital Improvement expenditures
represent the next largest category of expenditures; however, during 2001, Capital
Improvement expenditures have been nearly non-existent.

Operation & Maintenance expendituresaveraged approximately $26,500 from 1998 though
2000. During 2001, those expenditures will, at least, reach that average.
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Although the City's Recreation Department and the City’s recreationa facilities offer
various leisure time and recreational opportunities to the community, the City’s current
financial condition restrictsitsability to provide services beyond basic maintenance of the
facilities. As aresult, unless other significant sources of receipts can be generated or
obtained, the City should significantly scale back the Department’s operations. For the
foreseeablefuture, if the City desiresto provide afull complement of recreational services
to the community, the services should be self-supporting through other means such as
increased user fees, grants, gifts, and donations.

The Departmental scaling back should include eliminating the part-time Recreation
Director position and providing only basic maintenance and general upkeep to the current
recreational facilities. During 2000, the Recreation Fund received a $251,900 income tax
allocation or approximately 6.5% of the City’sincome tax collections. That income tax
allocation percentage remained consistent for 2001.

The City’'s management estimates the Recreation Department can provide basic
maintenance and general upkeep with a $45,000 income tax allocation to the Fund each
year or approximately 1.5% of the City’ sincometax collections. The City should reduce
the Fund’ s income tax allocation from 6.5% to 1.5% each year.

Other Matters 12-7



City of Girard Performance Audit

For the foreseeable future, the fees generated for each program must completely support
that program.

Financial Implication: Assuming City-wide allocable income receipts approximate $3
million each year, each 1% income tax allocation approximates $30,000. Reducing the
Recreation Fund’s income tax allocation from 6.5% to 1.5% will enable the City to
reallocate $165,000 each year to the General Fund. Whilethe Recreation Fund would be
adversely impacted, the General Fund would be positively effected.
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130 North State Street

F12.3  During January 2001, the City purchased real estate Lot Nos. 14 through 16 (130 North
State Street). Those properties, which include 135.3 feet of State Street (State Route 422)
frontage, are located at the corner of State and Kline Streets.

The property, the former location of a Clark gas station, was purchased for approximately
$80,000. Inaddition, the City also paid roughly $7,000 to have the property bulldozed and
filled (the underground storage tanks were removed at the previous owner’'s expense).
Therefore, the City has spent approximately $87,000 on the property.

The Trumbull County Treasurer’s Office has assessed the land value and land
improvementsat approximately $20,000 and $8,000, respectively, for atotal assessed value
of $28,000. Based upon the property’ s assessed val ues, the combined fair market value of
the land and land improvements is $57,900 and $23,600, respectively, for a tota fair
market value of $81,500. The $81,500 is approximately $5,500 |ess than the $87,000 the
City has spent on the property.
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Theproperty was purchased, inlargepart, to provide State Street motoristsan unobstructed
view of City Hall and the Justice Center. The City intends to compl ete some |andscaping,
place benches on the property and use it as a park setting. However, given the City’s
current financial condition, the City should consider selling the property.

Financial Implication: Assuming the City sold the property at the fair market value as
calculated based upon the assessed values or an amount equal to its investment the City
could realize a one-time positive financial impact of $85,000. The proceeds should be
recorded within the Capital Projects Capital Improvement Fund.

This Fund is not included within the Financia Forecast. Therefore, the $85,000 is not
presented there.
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City Parking Lot

F12.4  Aspart of the Justice Center project and presumably as an afterthought based upon the
purchase dates, the City also purchased rea estate Lot Nos. 10 though 13, which are
contiguousto Lot Nos. 14 through 16 (See 130 North State Street Finding). Lot Nos. 12
and 13 were wholly purchased while Lot Nos. 10 and 11 were previously split; therefore,
the City purchased those two Lots from separate sellers. Lot Nos. 10 through 13 were
ultimately developed into a City parking lot.

Thetotal cost to purchase the four parcels and the preparati on/construction of the parking
lot approximated $204,000 and $122,000, respectively. Therefore, the City has spent
approximately $326,000 to construct the parking lot.

Ignoring Lot Nos. 10 and 11, the Trumbull County Treasurer’ s Office has assessed thetotal
land value and land improvementsto Lot Nos. 12 and 13 (geographically the closest to the
130 North State Street properties) at approximately $10,500. Based upon the property’s
assessed values, the combined fair market value of the land and land improvements is
$30,000. Assuming Lot Nos. 10 and 11 have similar combined fair market valuesto Lot
Nos. 12 and 13, the $203,500 spent on the four properties is significantly more than the
appraised total fair market value of those properties.
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The four properties were purchased to provide parking space for the City and Municipal
Court operations. However, City management estimates only 40 of the 80 available
parking spaces are needed to meet the City and Municipa Court needs. Given the City's
current financial condition, the City should consider segregating the parking lot into two
distinct sections (i.e.,, Lot Nos. 10 and 11 and Lot Nos. 12 and 13, respectively) and
maintain the parking spaces associated with Lot Nos. 10 and 11 for City and Municipal
Court operations. With respect to Lot Nos. 12 and 13, the City should either sell those
properties by themselves or consider pooling them for sale purposes with the 130 North
State Street properties.

Financial Implication: Assuming the City sold these properties, at an amount, betweenthe
fair market value as cal culated based upon the assessed values and itsinvestment, the City
could realize a one-time positive financial impact of $40,000. The proceeds should be
recorded within the Capital Projects Capital Improvement Building Fund. The proceeds
will help service a portion of the Justice Center Debt (See Debt, Section 3 for a more
detailed discussion of theloan), consequently moreincometax proceeds could beallocated
to the General Fund.
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Pooling Lot Nos. 12 and 13 with the 130 North State Street properties may make that
purchase more attractive to apotential buyer. Therefore, the Financial Implication within
the 130 North State Street Finding could be positively impacted if the propertiesare pooled
for sale. Pooling the Lots was not considered within the Financial Implication.
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Cable Franchise Fees

F12.5 Since approximately 1989, the City has received a 5% franchise fee (fee) from the City’s
cable service Provider (Provider). Thefeeis established at 5% of the Provider’s annual
gross revenues. The feeis generally remitted to the City via a single annual payment,
which is usually received in March, for the previous January through December time
period. The current, 15 year, agreement expires in 2004.

The City was unabl e to provide documentation to support the fund in which the franchise
fees should be recorded. However, the City has historically recorded the fees within the

Capital Projects Capital Improvement Fund.

Table 12-4 reflects the Capital Projects Capital Improvement Fund's receipts and
expendituresfor fiscal years 1998 through 2000 and for the 9 months ended September 30,

2001.

Table 12-4: Capital Projects Capital | mprovement Fund Receipts and

Expenditures

(rounded to the near est $100)

For the9
months ended
1998 1999 2000 September 30, 2001

Receipts:

Cable Franchise Fees' $70,000 $109,700 $75,600 $56,800

Donations 0 0 59,500 0
Total Receipts 70,000 109,700 135,100 56,800
Expenditures:

Capital Outlay 57,200 88,500 56,800 120,800

Debt Service 12,800 12,300 11,700 10,300
Total Expenditures 70,000 100,800 68,500 131,100
Receipts Over/(Under)
Expenditures 0 8,900 66,600 (74,300)
Beginning Fund Cash Balance 26,900 26,900 35,800 102,400
Ending Fund Cash Balance $26,900 $35,800 $102,400 $28,100

Source: Revenue and Expenditure Audit Trail Reports - Fund 900
t Amount is net of a $2,500 reimbursement to the Girard City School District

Other Matters

12-12



City of Girard Performance Audit

The Provider mistakenly overpaid the fees (by approximately $31,800) for 1998 (fees
received in March 1999) and the Provider corrected that error for 2000 (fees received in
March 2001). LAS Recycling Inc. Co. (LAS) provided a $59,500 Donation in exchange
for a City street. The street was located beside LAS Recycling and the company wanted
the street in order to expand their operations. Therewere no residents on the street and the
street was surrounded by Y oungstown and Weathersfield Township.

Excludingfiscal year 2001, Capital Outlay expendituresaveraged $67,500 while, for fiscal
9 monthsended September 30, 2001, those expenditures already exceed $120,000. Capital
Outlay expendituresarediscretionary expendituresand aretypically incurred for itemssuch
as landscaping, equipment, road repairs, and fences. The Debt Service expenditures
service aportion of the Justice Center property. That loanwill beretired during 2004 (See
Debt, Section 3 for amore detailed discussion of the |oan).

At September 30, 2001, the Capital Projects Capital Improvement Fund's fund cash
balance approximated $28,000. Capital Outlay expenditures or any other expenditures
since September 30 would reduce the fund cash balance accordingly.

R12.5.1 For the foreseeable future, the City should only record, in the Capital Projects Capital
Improvement Fund, fees sufficient to service the annual debt payment. The debt payment
approximates $10,000, each year, for the next 3 years. The City should stop all
discretionary Capital Outlay expenditures from this fund.

Financial Implication: Assuming thefeesapproximate $78,000, each year; Capital Outlay
expenditures cease; and only $10,000 isrecorded in this Fund to satisfy the debt payments,
the City could reallocate $68,000, for fiscal years 2002, 2003, and 2004, to the General
Fund. Thereallocation could increase to $78,000 for fiscal year 2005 and beyond.

Financial Implication: Presumingthe City implementsthepreviousFinancial Implication,
the remaining fund cash bal ance approximates $20,000; and the source of that fund cash
balance was solely from discretionary City Council action, the City should formally adjust
that fund cash balance to the General Fund. The General Fund’ sfund cash balance would
realize a one-time positive financial impact of $20,000.

For purposes of our Financial Forecast, we assume the City will reallocate the fees and
remaining fund cash balance to the General Fund. However, the City may research and
decidetofund other priorities(i.e, other existing debt) and reall ocatethefeesand fund cash
bal ance to those priorities versus to the General Fund.
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R12.5.2 City Council should formally prescribe which fund should receive the fees. In addition,
the City should periodicaly review Provider financial records to help ensure the
appropriate fees are remitted to the City. To facilitate cash flows, the City should require
the Provider to remit the fees monthly. If necessary, the City should negotiate these
provisions into the next fee agreement. Finally, the City should analyze whether the 5%
feeisasufficient assessment. If necessary, the City should consider changing the feerate
in the next fee agreement.
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Real Estate Taxes

F12.6

The Ohio Rev. Code Sections 5709.08 and 5709.10, prescribe that certain public property
can qualify for taxation exemption provided it is used exclusively for public purposes or
erected by taxation for such purposes.

In order to gain tax-exempt status on such property, the City isrequired to submit a State
of Ohio Application for Real Property Tax Exemption and Remission form to the county
in which the property is located. Following review by the respective county, the
application is forwarded to the State of Ohio Department of Taxation Division of Tax
Equalization, where it is reviewed, and either approved or rejected.

All City owned property is located within Trumbull County.
The City has submitted the required State of Ohio Application for Real Property Tax
Exemption and Remissionform on certain City property to Trumbull County, asnecessary.

However, Trumbull County continues to assess and bill property taxes to the City on that
property. Those properties follow:

Table 12-5: Exempt Property Billed by Trumbull County

Legal

Description Description Number Size! Dué€? Unpaid Since

Par cel Par cel Par cel Taxes Taxes

39-5

Liberty Lakes- MathewsLSD | 15-000001 308.38 $35,685 1995

33-4

Liberty Lakes- Mathews LSD | 15-000002 66.00 8,921 1995

Total Amount Due: $44.606

Source: Trumbull County Real Estate Tax Bills

Yn acres

2Obtained from the Trumbull County Auditor November 5, 2001 billing statement

Thetwo parcels constitute approximately 374 acres located in the Mathews Local School
taxing district. The November 5, 2001 invoice from Trumbull County reflected taxes due
of approximately $44,600 for the two parcels. Since these two parcels were adjudicated
tax exempt by the State of Ohio Department of Taxation Division of Tax Equalization on
August 29, 1997, thereal estatetaxesbilled by Trumbull County are not obligations of the
City.
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Additionally, for certain potentialy exempt properties, the City has not submitted the
required State of Ohio Application for Real Property Tax Exemption and Remission form
to Trumbull County, as required. Trumbull County continues to assess and bill property
taxes to the City on those properties. Those properties follow:

Table 12-6: Non-Exempt Property Billed by Trumbull County

Legal Par cel Par cel Taxes
Description Par cel Description Number Size! Dué? Taxes Unpaid Since
Size by Acreage
9-79 Liberty Park - Liberty Street 10-020031 39.55 $9,968 1997
9- 107 Liberty Park - Liberty Street 14-005002 3.75 652 1997
9-94 Todd Park 14-005003 1.50 263 1997
9-102 Liberty Park - Elruth Avenue 14-096506 4.68 3,648 1997
9-103 Liberty Park - Elruth Avenue 14-096510 0.51 88 1997
Size by Frontage (feet)
9-12 Kline Street 14-025610 44 376 1998
9-13 Kline Street 14-025620 44 649 1998
8-1 Kline Street 14-585746 44 554 1996
8-2 Kline Street 14-585747 44 554 1996
8-3&4 Kline Street 14-194950 66 933 1996
9-10 Kline Street 14-503800 44 690 1998
9-11 Kline Street 14-504000 44 161 1998
9-14& 15 | State Street 14-591985 135 711 2000
9-10& 11 | Market Street 14-115800 38 688 1999
Total Amount Due: $19,935

Source: Trumbull County Real Estate Tax Bills

Yn acres

2 Obtained from the Trumbull County Auditor November 5, 2001 billing statement

These parcels appear to qualify as exempt property under Ohio Rev. Code Sections
5709.08 and 5709.10; however, the City has not obtained tax exempt status on the
properties. The City was unableto provide evidence that exempt statuswas ever pursued.
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R12.6 For those parcels reflected within Table 12-6, the City should complete and submit the
State of Ohio Application for Real Property Tax Exemption and Remission form to
Trumbull County and resolve the outstanding property tax billings with that county. In
addition, the City should also resolve the property tax billings for those properties which
a State of Ohio Application for Real Property Tax Exemption and Remission form has
been previoudly filed and approved (See Table 12-5). More importantly, the City should
develop a process, and manage that process, to ensure the required State of Ohio
Application for Real Property Tax Exemption and Remission formsare submitted, timely,
for each City exempt property; and a record of that exemption should be permanently
maintained within the City’ sfiles.

The State of Ohio Department of Taxation Division of Tax Equalization, upon granting tax
exempt status, may forgive the three most recent years of delinquent taxes assessed on the
approved rea estate. In order for exempt granting to occur, the City must file for
exemption by the end of December 2001. Correspondence with the Trumbull County
Auditor’s Office, as well as the State of Ohio Department of Taxation Division of Tax
Equalization, has verified that any delinquent taxes older than the most recent three years
cannot be absolved by the State of Ohio Department of Taxation Division of Tax
Equalization. Rather, the City must petition each local taxing district to which the back
taxes are owed in order to have those taxes forgiven, as permitted by House Bill 24. The
City needsto receive the exemptions.
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Van Service

F12.7

Since 1979, the City has provided, at no charge, van serviceto City residents who exceed
60 years of age. As more fully detailed further within this section, the City receives a
federal grant, averaging $6,200, and a state grant, averaging $3,600, annually. Those
grants are passed through the District X1 Area Office of Aging Inc. (Area Office). The
Area Office Request for Proposals reflects the City may not charge a user fee for the
transportation service and still qualify for either grant. Also, as more fully described
further within this section, patrons periodically deposit cash donations, averaging around
$1,000, each year, into a secured donation box maintained within the van. Each month,
the van operators provide the donation box to administrative personnel withintheMayor’s
Office, who perform certain counting procedures and subsequently provide the donations
to the Auditor’s Office for depositing and recording.

The transportation service is provided to approximately 18 residents, each day, and the
service area covers the entire City with service also provided to various hospitals and
doctors offices in and around the City of Y oungstown.

The transportation service begins its route at the City building, each Monday through
Friday morning, at approximately 8:30 am. Approved City residents schedule specific
pick-up and drop offs through the administrative staff within the Mayor’s Office. The
transportation service typically concludes at the City building, each afternoon, at
approximately 4:00 p.m. At the end of each day, the van operator provides the completed
daily schedule with certain annotationsto the administrative personnel withinthe Mayor’s
Office for review and filing. A van operator takes the van home each evening.

The City currently usesa 1997, 12 passenger van whichisjointly owned by the City (15%)
and the Area Office (85%) to provide the transportation service. The van is used
exclusively for thetransportation service. Inaddition, two City employees operatethevan
in equal length shifts. Those employees are fully dedicated to the van service and do not
perform any other employee functions within the City.

The financial activity related to the van service traverses two City funds. The receipts,
including the patron donations and both the federal and state grants, are recorded within
the Special Revenue Elderly Bus Fund. In addition, the operating and maintenance costs
arealso recorded within that same fund. However, the employee salariesand rel ated costs
arenot recorded within the Special Revenue Elderly BusFund. Rather, those expenditures
are recorded within the General Fund. As aresult, at best, gaining an accurate financial
reflection of the transportation serviceis cumbersomewhile, at worst, inaccuratefinancial
conclusions could occur.
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Table 12-7 reflects Transportation Service receipts and expendituresfor fiscal years 1998
through 2000 and for the 9 months ended September 30, 2001.

Table 12-7: Transportation Service Recelpts and Expenditures
(rounded to the near est $100)

Total Total Over/
Y ear Receipts Receipts Expenditures Expenditures | (Under)
Operation &
Grants' | Donations® Sdaries’ | Maintenance
1998 $9,700 $1,000 | $10,700 | $29,500 $2,700 $32,200 | ($21,500)
1999 9,800 900 10,700 35,300 3,400 38,700 (28,000)
2000 9,800 900 10,700 40,700 7,400 48,100 (37,400)
For the 9
months ended
September 30,
2001 7,300 700 8,000 23,700 3,400 27,100 (19,100)

Source: Revenue and Expenditure Audit Trail Reports

! Federal grant - Federal Older AmericansAct - Titlel11-B Social Services, State grant - State Block Grant. Both grants
arerecorded within the City’ s Special Revenue Elderly Bus Fund. The actual 1998 receipts reflected within the City’s
financial records was $12,100. This amount included five quarterly payments received in 1998 and has been reduced
by the one extra payment received and recorded in 1998 relating to 1997

2Recorded within the City’ s Special Revenue Elderly Bus Fund

% Recorded withinthe City’ sGeneral Fund and includes sal aries, medicare and pension costs. Excludesmedical benefits
4 Recorded within the City’s Special Revenue Elderly Bus Fund and includes items such as gasoline, oil changes,
windshield wipers, brakes, etc

As reflected in Table 12-7, the City has two external funding sources to provide the
transportation serviceincluding donationsand grants(stateand federal). Boththestateand
federal grants are passed through the Area Office, averaging $3,600 and $6,200,
respectively. During 1998 through 2000, the grants and donations approximated $9,800
and $1,000, respectively. Additionaly, the City incurs certain costs to provide the
transportation service including salaries and operating and maintenance costs. Operating
and maintenance costs have steadily increased from 1998 to 2000. Salaries represent the
largest cost and have increased to more than $40,000, plus certain benefits, during 2000.
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R12.7.1

The transportation service is truly a commendable City service. However, from 1998
through 2000, the total costs to provide the service exceeded the generated receipts by
approximately $21,500 to $37,400, each year. This negativetrend is continuing for fiscal
year 2001. For the 9 months ended September 30, 2001, the negative variance
approximates $19,100.

The City should locate additional sources of funding to reduce the deficit or, at least inthe
short-term, the City should consider reducing the service to the funding provided by the
AreaOffice. Reducing the service may require patronsto rework their daily schedules but
nevertheless, at least, partial service could continue. If the City reduced the service and
provided alevel of service comparableto thegrants provided by the AreaOffice, the City's
General Fund could save approximately $30,000 in average salary costs plus certain
benefits.

Alternatively, the City could consider changing to a self-supporting user-charge
transportation service and maintain the transportation through that venue.

Financial Implication: If thoseemployeesremained and received wageincreasesof 3.25%
and 3.5% for 2002 and 2003, respectively, the General Fund’s positive financia impact
would be $31,000 and $32,100 for each of those two years.

Assuming salary adjustments approximate 3.25% for fiscal years 2004 through 2006, the
Genera Fund's positive financia impact would be $33,100, $34,200, and $35,300 for
those three years, respectively.

The Transportation Service cash recel pts and operating and maintenance expenditures are
recorded within the City’ s Special Revenue Elderly Bus Fund while the employee salaries
and certain related costs are charged to the City’s General Fund. Asaresult, gaining an
accurate financial perspective of the transportation serviceis cumbersome, and inaccurate
financial conclusions could occur.

On an ongoing and entity-wide basis, the City should record recei pts and expenditures of
aparticular servicewithin the same cost center of afund or within adistinct, separate fund.
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Crossing Guard

F12.8 The City has historically provided part-time crossing guards to help school children cross
the streets near Todd Woods Elementary School. The employees worked approximately
3.5 hours, each day, and the salaries and benefits were paid from the City’ s General Fund.

The Girard City School District recently constructed and opened an elementary school to
replace the Todd Woods Elementary School. The location of the new building no longer
requires crossing guards. Therefore, the crossing guards were no longer employed by the
City. However, the new elementary school hascertain environmental issues; therefore, the
Todd Woods Elementary School wasreopened until thoseissuesareremedied. Asaresult,
the City rehired the crossing guards until the new elementary school building is reopened.
The school is expected to reopen during February 2002.

Thefollowing Tableillustrates the wages and pension benefits paid to the crossing guards
for fiscal years 1998 through 2000 and for the 9 months ended September 30, 2001.

Table 12-8: Crossing Guard Wages and Pension Costs
(rounded to the near est $100)

For the 9
months ended
1998 1999 2000 September 30, 2001
Wages $9,800 $9,600 $5,500 $1,300
Pension 1,300 5,400 1,200 100
Total $11,100 $15,000 $6,700 $1,400

Source: Expenditure Audit Trail Reports

Py

12.8 Once the new elementary school reopens, the City should, once again, no longer employ
the crossing guards or propose the school hire these individuals.

Financial Implication: If scheduled wageincreases of 3.25% and 3.5% occur for 2002 and
2003, respectively, the General Fund's positive financial impact would be $5,400 and
$7,100 for each of those two years.

If salary adjustments approximate 3.25% for fiscal years 2004 through 2006, the General
Fund’ spositivefinancial impact would be$7,300, $7,500, and $7,700for thosethreeyears,
respectively.
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Cdlular Phones

F12.9 TheCity has had varying quantities of cellular phones since, at least, 1994. During 2001,
the number of City cellular phones total 33 or approximately 1 phone for every 3 City
employees. The City’s agreement with Alltel Communications permits the City to share
3,500 base minutes, each month, among the 33 phones. Callsamong the 33 phonesare not
counted against the base minutes.

The base monthly charge is $450, or $5,400 a year. Additiona charges are incurred for
minutes in excess of 3,500 minutes a month. During 2001, the City is averaging
approximately $200, each month, in excess minute charges. Therefore, the monthly
cellular phone bills have approximated $650, or $7,800 annualized. The base monthly
charge is allocated based upon the number of phones each department maintains. The

additional phone charges are allocated to the applicable department.

Table 12-9 shows the number of phones each department maintains.

Table 12-9: Cellular Phones by Department

Number Number
Area of Phones Area of Phones
Administration 13 | Sewer 2
Police 7 | Recreation 2
Fire 3 | Court 1
Street 1 | Lakes 2
Hedlth 2 | Total phones 33

Source: Voucher package

The Administration maintains the most cellular phones with 13 while the Police
Department follows with 7.

Table 12-10 reflects the cellular phone expenditures for fiscal years 1998 through 2000
and for the 9 months ended September 30, 2001.
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Table 12-10: Cellular Phone Expenditures
(rounded to the near est $100)

For the 9
months ended
1998 1999 2000 September 30, 2001

Total

$4,900 $5,800 $6,800 $5,300

Source: Check Report by Vendor
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TheTable12-10illustratesthe City’ ssteadily increasing cellular phone expenditures. At
the current rate, the City will spend over $7,000 for the cellular phonesin 2001.

The cellular phones provide convenience to the City’ s employees. However, since 1998,
the phones have cost the City nearly $23,000. At least in the short-term, the City should
either cancel the cellular phone service or, at least, reevaluate the number of phones it
maintains.

Additionally, thecellular phonebillsshould bereviewed to hel p ensure only City-business
related calls are paid by the City.

Financial Implication: The City should reducethe number of cellular phonesand only use
the base minutes provided each month, the City’s General Fund could realize a $2,400
positive financial impact, each year.
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Cemetery

F12.10 TheCity ownsand maintainsaCemetery. The Cemetery was purchased inthemid-1970’s
and covers approximately 2.5 acres. Currently, one full-time employee and certain part-
time employees, as needed, maintain the Cemetery. To date, the Cemetery has sold all of
the available double plots and only 10 single plots remain for sale. The plots cost City
residents and nonresidents $450 and $550, respectively, while an infant plot costs $150.

The burial opening and closing costs vary depending on the particular day of the week,
time of the burial, and certain other factors. The opening and closing costs range from
approximately $150 to $650 plus Chapel use costs.

Table 12-11 details the Cemetery Fund'’ s receipts and expenditures for fiscal years 1998
through 2000 and for the 9 months ended September 30, 2001.

Table 12-11: Cemetery Fund Receipts and Expenditures
(rounded to the near est $100)

For the9
months ended
1998 1999 2000 September 30, 2001
Receipts:

Real Estate Tax $14,000 $14,200 $16,300 $16,700
Homestead Rollback 2,300 2,300 2,600 1,300
Personal Property Tax 4,600 4,200 4,600 2,000
Trailer Tax 100 100 100 100
Sdeof Plots 4,400 5,900 27,500 70,000
Burids 33,500 28,500 28,300 29,300
Foundations 0 300 0 0
Interest 100 300 300 200
Miscellaneous & Reimbursements 3,000 0 2,400 0
Income Tax 33,200 31,600 29,400 0

Reimbursement Workers
Compensation 3,200 0 0 0
Total Receipts 98,400 87,400 111,500 119,600
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Expenditures:
Overtime
Saaries
Hospitalization
Workers Compensation
Medicare Tax
Pension
County Auditor Fees
Gasoline
Insurance
Operation & Maintenance
Telephone
East Ohio Gas
Ohio Edison
Vehicle Repair
State Exam Fees
Capital Improvement
Refunds

Total Expenditures

Receipts Over/(Under)
Expenditures

Beginning Fund Cash Balance
(Deficit)

Ending Fund Cash Balance
(Deficit)

Source: Detailed Trial Balances - Fund 640

0 0 0 400
54,500 50,300 40,500 39,200
8,800 8,800 11,400 8,100
400 1,600 500 1,000
800 700 600 600
7,200 6,800 4,100 4,500
300 300 400 300
400 300 600 400
2,500 3,300 3,300 1,800
11,900 14,400 14,000 5,900
800 900 1,000 700
1,200 1,600 1,300 1,900
2,300 2,300 2,300 1,700
600 2,200 400 100
1,100 7,000 4,200 8,100
0 13,400 5,400 0

500 0 300 400
93,300 113,900 90,300 75,100
5,100 (26,500) 21,200 44,500
11,100 16,200 (10,300) 10,900
$16,200 ($10,300) $10,900 $55,400

The City recently razed two buildings, which increased the avail able number of plotsfor
sale. The 154% increase in the Sale of Plots from 2000 to September 30, 2001 islargely
attributable to the increased plot availability. The future Sale of Plot receipts will be

minimal.
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The City has historically alocated a portion of the income tax receipts to the Cemetery
Fund. However, during 2001, the City stopped allocating a portion of the income tax to
the Fund. The Cemetery Fund’ s principle source of receiptsiscurrently a.2 mill property
tax levy (inside millage) and charges for services.

Salaries and related benefits comprise the majority of the expenditures.
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As the Sale of Plots decrease and the plots are filled, the City should recognize a
corresponding decreaseinrelated expenditures. At somefuturepoint, the City will migrate
from aoperational and mai ntenance mode to amaintenance only mode. Asthistransition
occurs, the City will need to continually evauate the Cemetery staffing levels and the
budget priorities of the Fund.
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COPS Fund

F12.11 Sinceat least 1996, the City hasapplied for and received COPS Grant (Grant) monies. The
City maintains a Special Revenue COPS Fund to account for the grant related financial
activity.

The following Table reflects the COPS Fund'’ s recel pts and expenditures for fiscal years
1998 through 2000 and for the 9 months ended September 30, 2001.

Table 12-12: COPS Fund Receipts and Expenditures
(rounded to the near est $100)

For the9
months ended
1998 1999 2000 September 30, 2001
Receipts:
Grant $37,500 $150,000 $0 $152,800"
Expenditures:
Salaries 0 159,200 165,000 28,400
Overtime 0 4,300 11,900 900
Hospitalization 7,000 10,300 36,400 6,500
Workers Compensation 800 1,600 200 200
Medicare 0 2,400 2,500 400
Pension 0 22,400 0 0
Total Expenditures 7,800 200,200 216,000 36,400
Receipts Over/(Under)
Expenditures 29,700 (50,200) (216,000) 116,400
Beginning Fund Cash Balance
(Deficit) 0 29,700 (20,500) (236,500)

Ending Fund Cash Balance

(Deficit) $29,700 ($20,500) ($236,500) ($120,100)
Source: Detailed Trial Balances - Fund 237
! Includes $125,000 related to the 2000 grant year
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The City’s COPS grant was approved for 2000, but the City did not request any “draw
downs;” therefore, no COPS funds were received in that year. The City still charged
certain personnel related costs to the COPS Fund.

During 2001, the City discovered the error. The City ultimately requested and the Grantor
provided $125,000 for 2000 grant. The $125,000 was received during 2001.

Beforethe grant program expires, the City expectsto incur certain remaining expenditures
and receive approximately $60,000. City management estimatesthefinal Special Revenue
COPS Fund deficit balancewill approximate $111,000. The$111,000 deficit indicatesthe
City did not accurately estimate the salaries and related costs which should have been
charged to the COPS Fund throughout the grant period and, in essence, may have hired too
many Officersin relation to the total grant proceeds.

R12.11 Although the City ultimately detected the error, the City should develop a process, and
managethat processto ensurethat all grant “ draw downs” or reimbursementsarerequested
andreceived expeditiously. GiventheCity’ sfinancia condition, thetimely recei pt of grant
proceedsis particularly important. Quality reviews of monthly and year-to-date financia
reports/data by City management and City Council should have detected the problem
during 2000.

The City should aggressively seek federal, state, and local grants and specifically, those
grants which permit employee salaries and related costs to be charged. Capita grants
should also be sought. However, for the foreseeable future, those grants must require no
or inconsequential City matches before the City accepts them.

Financial Implication: Presuming the Special Revenue COPS Fund concludes the grant
program with a $111,000 deficit balance, the City’s General Fund will be adversely
impacted by $111,000 during 2002.
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L egal Expenditures

F12.12 Thefollowing Table reflects the City’s legal expenditures for fiscal years 1996 through
2000 and for the 9 months ended September 30, 2001.

Table 12-13: Legal Expenditures

(rounded to the near est $100)

For the9
months ended

Department/Area 1996 1997 1998 1999 2000 September 30, 2001
Police $11,000 $20,700 $27,600 $20,100 $2,500 $15,700
Fire 4,000 5,900 9,200 13,500 6,800 0
Genera 9,800 19,500 35,400 15,600 3,600 21,000
Street 2,000 600 2,000 2,700 0 0
Water 1,200 7,600 3,000 2,700 600 0
Sewer Rental 3,000 3,400 6,500 97,300 3,400 0
Income Tax 1,000 0 1,700 2,700 0 800
Total Legal

Expenditures $32,000 $57,700 $85,400 | $154,600 $16,900 $37,500

Source: Detailed Trial Balances and Expense Audit Trail Reports

From 1996 through 2000, total Legal Expenditures averaged approximately $69,000 and
ranged from alow, of $16,900 in 2000, to a high, of $154,600 in 1999. The variance is
largely due to spikesin 1998 and 1999. Those spikes resulted from labor negotiations
which occurredin 1998 and issuesrelated to an Ohio EPA consent decreetotaling $77,000
in1999. Conversely, the 2001 through 2003 union contracts were negotiated in-house and
the City conscioudly tried to limit legal costs. Therefore, minimal or no legal expenditures
were incurred during 2000.
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For the 9 months ended September 30, 2001, Legal Expenditures approximated $37,000.
Presuming the expendituresincrease rateably throughout the year, these expenditures will
approximate $50,000 by year-end or $33,100 more than fiscal year 2000 and $19,000 less
than the 1996 through 2000 average.

Py,
=
N
[ERN
N

The City should continue the positive trait established in 2000 since limiting legal
expenditureswill positively impact the City’ sfinancial position. However, the City should
also balance the need to limit legal expenditures versus using legal services in those
situations when the legal expertise istruly merited.
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Budgetary

F12.13 The following Table examines the City’s compliance with Ohio Rev. Code Section
5705.41(D). The Table includes select significant projects/purchases within the City
during recent years.

Table 12-14: Select Projects/Purchases
(rounded to the near est $1,000)

Contract Contract Date of First Encumbrance
Date Amount Payment Date
Justice Center Construction:
Time of
Mike Coats Construction August 25, 1999 $2,181,000 | December 15, 1999 Payments
Time of
Valley Electrical August 25, 1999 529,000 | December 15, 1999 Payments
Time of
Middleton Corporation August 25, 1999 584,000 January 28, 2000 Payments
Prout Boiler Heating & Time of
Welding August 25, 1999 291,000 | December 15, 1999 Payments
Time of
Valley Electrical March 30, 2000 324,000 May 3, 2000 Payments
State Route 422 Project:
Time of
Ohio Edison May 27, 1999 2,300,000 | November 29, 2000 Payments
Property Purchases:
130 North State Street Time of
Properties January 12, 2001 80,000 January 24, 2001 Payments
Time of
November 15, 1999 145,000 | November 30, 1999 Payments
City Parking Lot Time of
Properties January 20, 2000 59,000 January 20, 2000 Payments
Source: Contracts and Voucher Packages
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The Table reflects the City did not encumber these contracts/purchases until the time of
payments, which is contrary to Ohio Rev. Code Section 5705.41(D) and also reflects a
substandard financial management practice. While the City encumbers certain items, the
City, has not historically and, does not currently encumber construction contracts.

Since the City does not reserve a Fund’'s Appropriation by the respective contract
amount(s), obtaining acomplete and accurate financial perspective of that Fund’s, aswell
as the City's, financial position is very difficult, particularly if the contract or purchase
amount is significant.

The City typically still writes checks, two weeks after month-end, and back dates those
checks to the previous month, which further facilitates the City’'s inability to generate
timely, compl ete, and accuratefinancial information. Additionally, thefund balancesused
to perform the City’ s bank reconciliation agreein total to the system produced “ Statement
of Cash Position” report. However, certain individual Funds on those documents do not
agree between each other ranging up to $97,200 as of the November 2001 closing.

The 1998 through 2000 general purposefinancial statementsreflect the City also materially
violated other provisions of the Ohio Rev. Code Section 5705. The City’ s9 months ended
September 30, 2001, internal accounting records reflect similar violations.

City elected officials and management did not address the i ssues when they first appeared
during 1999. Therefore, thefinancial problemscontinued and have compounded sincethat
time. At September 30, 2001, the City had a significant fund deficit in the General Fund
and while the Enterprise Sewer Rental Fund maintains a positive fund cash balance, that
Fund defaulted on certain OWDA debt during July 2001. City’ smanagement also expects
the Enterprise Sewer Rental Fund to default on the January 2002 debt payment aswell (See
Debt, Section 3 for afurther discussion of OWDA debt).

The City’ s Water Revenue Fund also defaulted on certain OWDA debt during July 2001
and City management also expects the Enterprise Water Revenue Fund to default on the
January 2002 debt payment aswell (SeeDebt, Section 3for afurther discussion of OWDA
debt).

Thefollowing Table reflects the City’ s General Fund and Enterprise Sewer Rental Fund
Cash Balance (Deficit) at December 31, 1998, 1999, and 2000 and September 30, 2001.
The Table demonstrates the City’ s Funds have not been managed as separate legal and
accounting entities. Certain other City Fundsalso presently have, and previously had, fund
deficits; however, those deficit balances are not considered within the following Table.
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Table 12-15: Fund Cash Balance (Deficit)
(rounded to the near est $1,000)

For the9
months ended
Fund 1998 1999 2000 September 30, 2001
General $140,000 ($247,000) ($786,000) (%$1,391,000)
Enterprise Sewer Rental 332,000 (148,000) (209,000) 264,000"

Source: Genera purpose financial statements and City Statement of Cash Positions

! The City did not make the scheduled July 2001 $225,000 OWDA debt payment (principal and interest). If that
payment occurred and everything el seremained constant, the Fund Cash Balancewoul d approximate $39,000. TheCity
also expects to default on the January 2002 $225,00 OWDA debt payment

R12.13 In order to effectively manage the City’ sfinancial operations, the City’s elected officials
and management must become more familiar with the budgetary process and budgetary
requirements as prescribed by Ohio Rev. Code Section 5705 (Code). The officials and
management should review the Code and periodically meet with the Trumbull County
Budget Commission and, in particular, with the Trumbull County Auditor tofacilitatetheir
understanding of the budgetary process and budgetary requirements.

Additionally, the City’ sel ected officials and management should consider enrollingin the
Ohio Financial Accountability Certification program (OFAC). The Program, developed
by the Ohio Auditor of State, educatesinterested participantsabout theintricaciesof public
finance and accounting through a series of on-line self study modules.

For those el ected official sand empl oyees, who enrol | and satisfactorily compl etethe course
by April 1, 2002, the Ohio Auditor of State will waive the course fees.

Regardless of the methods selected, the City’s elected officials and management should
make understanding the budgetary process, budgetary requirements, public finance, and
accounting a priority. City Council, viaformal action, should require all newly elected
officials or newly appointed managers to receive some type of budgetary law, public
finance, and accounting training.
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Tipping Fees

F12.14 On December 17, 2001, the City’s Board of Health (Board) reached an agreement with
LASRecycling, Inc. (LAS). Beginningin 2002, the City will assessa$.25 tipping fee per
yard of waste deposited at the construction demolition debrisfacility. The City’s Health
Department estimatesthetipping feeswill generate approximately $87,000 each year. The
City intendsto record the tipping fees within the General Fund and use those proceeds for
general City operations.

On December 19, 2001, the Board, via a resolution, decided to record the tipping fees
within the City’s General Fund.

Py,
[y
N
=
N

Financial implication: Presuming the tipping fees generate $87,000, each year, and the
Board’ sresolution is not modified to reflect an alternative Fund, the City’ s General Fund
will be positively impacted by $87,000 each year.
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Payroll Allocation

F12.15 The City employsan Assistant Engineer/Zoning Inspector and apart-time Engineer. City
Ordinances established the Assistant Engineer/Zoning Inspector and Engineer positions
and salaries at $35,000 plus benefits and $13,500, respectively and prescribed those
employees be paid from the General Fund. The combined positions total approximately
$64,000 including benefits, each year.

The job descriptions reflect these employees perform many duties related to the Water,
Sewer, and Street departments. The Assistant Engineer/Zoning Inspector corroborated that
both positions actually perform many duties related to those three Departments.
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The City should proportionately allocate, from the General Fund, the Assistant
Engineer/Zoning Inspector and Engineer salaries to those Departments which receive the
benefits. Similarly, the City should review all employee related costs and ensure those
costs are proportionately charged to the City Funds which receive the benefits.

Financial Implication: The City should allocate the Assistant Engineer/Zoning Inspector
and Engineer salaries and benefits totaling $64,000 equally among the Enterprise Water
Revenue Fund, Enterprise Sewer Rental Fund, Special Revenue Street Construction Fund,
and General Fund. The General Fund would realize a $48,000 positive financial impact
while the Enterprise Water Revenue Fund, Enterprise Sewer Rental Fund, and Special
Revenue Street Construction Fund would realize adverse financial impacts of $16,000
each.

If scheduled wage increases of 3.25% and 3.5% occur for 2002 and 2003, respectively, the
General Fund’ s positive financial impact would be $49,600 and $51,300 for each of those
two years.

Assuming salary adjustments approximate 3.25% for fiscal years 2004 through 2006, the
General Fund's positive financial impact would be $53,000, $54,700, and $56,500 for
those three years, respectively.

The Special Revenue Street Construction Fund is not included within the Financia
Forecast. Therefore, the $16,000 related to that Fund is not presented there.
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