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Report of Independent Accountants

Board of Trustees

Stark County District Library
715 Market Avenue, North
Canton, Ohio 44702

We have audited the accompanying financial statements of the Stark County District Library
(Library) as of and for the year ended December 31, 2001. These financial statements are the
responsibility of the Library’s management. Our responsibility is to express an opinion on these
financial statements based on our audit.

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

As discussed in Note 1, the Library prepares its financial statements on the basis of accounting
prescribed or permitted by the Auditor of State, which is a comprehensive basis of accounting other
than accounting principles generally accepted in the United States of America.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
combined fund cash balances and reserves for encumbrances of the Library as of December 31,
2001, and its combined cash receipts and cash disbursements for the year then ended on the basis
of accounting described in Note 1.



Stark County District Library
Report of Independent Accountants
Page 2

In accordance with Government Auditing Standards, we have also issued a report dated
April 23, 2002, on our consideration of the Library’s internal control over financial reporting and
our tests of its compliance with certain provisions of laws, regulations, contracts and grants. That
report is an integral part of an audit performed in accordance with Government Auditing Standards
and should be read in conjunction with this report in considering the results of our audit.

This report is intended solely for the information and use of officials authorized to receive this report
under Section 117.26, Ohio Revised Code, and is not intended to be and should not be used by
anyone other than those specified parties.

B Y2

Certified Public Accountants
April 23, 2002
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STARK COUNTY DISTRICT LIBRARY

STARK COUNTY

COMBINED STATEMENT OF CASH RECEIPTS, CASH DISBURSEMENTS,
AND CHANGES IN FUND CASH BALANCES - ALL GOVERNMENTAL FUND TYPES

Cash receipts:
Taxes

Government grants

Patrons Fines and Fees

Earnings on Investments
Services Provided Other Entities
Bond Anticipation Note Proceeds
Contributions, Gifts & Donations

Miscellaneous

Total cash receipts

Cash disbursements:
Salaries and Benefits

Supplies

Purchased & Contract Services
Library Materials and Information

Capital Outlay
Debt Service:
Principal
Interest
Other

Total cash disbursements

Total cash receipts (under) over cash

disbursements

Other financing sources/(uses):

Transfers-In
Transfers-Out

Total other financing sources/(uses)

Total cash receipts over cash
disbursements and other financing

sources/(uses)

Fund cash balances, December 31, 2000

Fund cash balances, December 31,2001

FOR THE YEAR ENDED DECEMBER 31, 2001

- Special Debt
~_ General Revenue Service
$9,185,305 - $3,095,458
- 62,990 -
189,111 - -
340,143 203 -
154,218 1,442 -
18,486 214,515 -
. s2242 12,127 -
9,939,505 291,277 3,095,458
6,432,022 - -
200,443 4,542 -
1,027,294 19,299 44,450
2,153,832 36,798 -
148,646 175,729 -
- - 6,734,431
- - 245,627
3% - T
9,989,627 236,368 7,024,508
(50,122) 54,909 (3,929,050)
194,734 - 206,331
 (@p0392ny - -
(809193 - 206331
(1,859,315) 54,909 (3,722,719)
2,964,825 75,103 4,159,860
$1,105.510 $130,012 $437,141
$743,585 $3512 -

Reserve for encumbrances, December 31, 2001

The notes to the financial statements
are an integral part of this statement.
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(Memorandum

Only)
Capital

___Projects  Total
- $12.,280,763
- 62,990
- 189,111
279,739 620,085
- 155,660
2,290,000 2,290,000
- 233,001
. - 64,369
2,569,739 15,895,979
- 6,432,022
554 205,539
390,707 1,481,750
- 2,190,630
4,679,476 5,003,851
- 6,734,431
- 245,627
4650 32,040
5,075,387 22,325,890
(2,505,648) (6,429,911)
1,497,596 1,898,661
(194,734) (2,198,661)
1302862 (300,000
(1,202,786) (6,729,911)
B 5,637,593 12,837,381
$4,434,807 $6,107,470

 $456218 _ $1,203,315




STARK COUNTY DISTRICT LIBRARY
STARK COUNTY

COMBINED STATEMENT OF CASH RECEIPTS, CASH DISBURSEMENTS,
AND CHANGES IN FUND CASH BALANCES - FIDUCTIARY FUNDS

FOR THE YEAR ENDED DECEMBER 31, 2001

(Memorandum
only)
Non-Expendable
~ Trust  Agency Total
Cash receipts:
Earnings on investments $14,803 - $14,803
Contributions, Gifts & Donations 21,163 - 21,163
35,966 - 35,966
Cash disbursements:
Library Materials &
Information 2,267 - 2,267
Capital Outlay 15,416 - 15416
17,683 - 17,683
Total cash receipts over
cash disbursements 18,283 - 18,283
Other financing sources:
Transfers-In 300,000 - 300,000
Total cash receipts over cash disbursements
and other financing sources 318,283 - 318,283
Fund cash balances,
December 31, 2000 o 113,210 - 113,210
Fund cash balances,
December 31, 2001 .. $431,493 - $431,493
Reserve for encumbrances,
December 31, 2001 ] $461 _ - $461

The notes to the financial statements
are an integral part of this statement.
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1.

STARK COUNTY DISTRICT LIBRARY

STARK COUNTY, OHIO

NOTES TO THE FINANCIAL STATEMENTS

DECEMBER 31, 2001

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A.

Description of the Entity

The Stark County District Library (Library) is a body politic and corporate
established for the purposes of exercising the rights and privileges conveyed to it by
the constitution and laws of the State of Ohio. The Library operates under a Board
of Trustees (7 members) appointed by the Stark County Commissioners and
Common Pleas Judges, and provides the community with various educational and
literary resources.

The Library believes these financial statements present all activities for which the
Library is financially accountable.

Basis of Accounting

These financial statements were prepared on the basis of accounting prescribed or
permitted by the Auditor of State. Receipts are recognized when received in cash
rather than when earned, and disbursements are recognized when a payment is made
rather than when a liability is incurred.

Cash and Investments

The Investment in STAR Ohio (The State Treasurer’s investment pool) is valued at
amounts reported by the State Treasurer. Repurchase Agreements are valued at cost,
which approximates market value.

Fund Accounting

The Library uses fund accounting to segregate cash and investments that are
restricted as to use. Fund accounting is designed to demonstrate legal compliance
and to aid financial management by segregating transactions related to certain
Library functions or activities. The Library classifies its funds into the following

types:

General Fund
The General Fund is the operating fund of the Library. It is used to account for all
financial resources except those required by law or contract to be accounted for in
another fund.



1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Special Revenue Funds
These funds are used to account for proceeds from specific sources (other than from
trusts or for capital projects) that are restricted to expenditure for specific purposes.

Debt Service Fund
This fund is used to account for accumulation of resources for general long-term debt

repayment.

Capital Project Funds
These funds are used to account for the acquisition or construction of major capital

projects.

Fiduciary Funds (Trust and Agency Funds)
Trust funds are used to account for resources restricted by legally binding trust
agreements. The Library had the following significant Non-expendable Trust Funds:

Madge Youtz Trust Fund - The interest of this fund is used for the purchase
of library material and related furniture for use by the Madge Youtz Branch
of the Library.

E. Kathleen Smith Trust Fund - The proceeds and investment income of this
fund are used for general operations of the Library.

Budgetary Process
The Ohio Revised Code requires that each fund be budgeted annually.

Appropriations

The Board shall pass an appropriation measure on or about the first day of each fiscal
year. During the year the Board may pass such amended or supplemental
appropriation measures as it deems necessary. The Stark County Budget
Commission must also approve the annual appropriation measure. Unencumbered
appropriations lapse at year end.

Estimated Resources

Estimated resources include estimates of cash to be received (budgeted receipts) plus
unencumbered cash as of January 1. The Stark County Budget Commission must
approve the estimated resources.

Encumbrances

The Ohio Administrative Code requires the Library to reserve (encumber)
appropriations when commitments are made. Encumbrances outstanding at year end
are carried over, and need not be re-appropriated.

A summary of 2001 budgetary activity appears in Note 3.
-6-



1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

F. Property, Plant and Equipment
Acquisitions of property, plant and equipment are recorded as disbursements when
paid. These items are not reflected as assets on the financial statements.

G. Unpaid Vacation, Sick Leave and Compensatory Time

Employees are entitled to cash payments for unused vacation when separating from
service from the library. Library employees can accumulate up to 650 hours of
unused vacation. The Library pays full-time employees one-fourth the value of an
employee’s unused sick leave credit, if upon retirement or death, the employee has
20,000 compensated hours of service with the Library. Such sick leave credit
payments shall be based on the employees’ rates of pay at the time of retirement or
death. The maximum payment of sick leave credit which may be made, under this
section, shall be 200 hours. Upon retirement or death, a part-time employee who has
less than 20,000 compensated hours but at least 10,000 compensated hours of service
with the Library shall receive a proration of the maximum payment based upon
actual hours compensated.

The Library also provides compensatory time at the employees’ discretions in lieu
of cash payments for overtime hours worked. A maximum of 80 hours per employee
may be accumulated. Employees are entitled to accrued compensatory time pay
upon separation from service.

As of December 31, 2001, Library employees had accumulated a combined $860,837
in sick leave, vacation time, holiday leave, and compensatory time. In accordance
with the basis of accounting described in Note 1, this amount has not been recorded
as a liability on these financial statements.

EQUITY IN POOLED CASH AND INVESTMENTS

The Library maintains a cash and investments pool used by ail funds. The Ohio Revised
Code prescribes allowable deposits and investments. The Library’s investments may be
categorized to give an indication of the level of risk assumed at year end. As illustrated in
GASB Statement No. 3, Category 1 includes investments that are insured or registered or for
which the securities are held by the Library or its agent in the Library’s name. Category 2
includes uninsured and unregistered investments for which the securities are held by the
counterparty’s trust department or agent in the Library’s name. Category 3 includes
uninsured and unregistered investments for which the securities are held by the counterparty,
or by their trust department or agent, but not in the Library’s name. The investment denoted
below as STAR Ohio is considered to be a noncategorized investment. The investment
denoted below as a Repurchase Agreement is considered to be a Category 3 investment. The
carrying amount which approximates market value of cash and investments at December 31,
2001, was as follows.



EQUITY IN POOLED CASH AND INVESTMENTS (Continued)

2001

Petty Cash $ 696
Unrestricted Deposits 308.452

Total unrestricted deposits 309,148
Deposits restricted for permanent

improvements 2,187,359
Deposits restricted for bond repayment 437,361

Total restricted deposits 2,624,720
Repurchase Agreement 93,773
STAR Ohio 3,511,322

Total investments 3,605,095

Total deposits and investments $6.538,963

Deposits:
The Library’s deposits are either (1) insured by the Federal Depository Insurance

Corporation, or (2) collateralized by the financial institution’s public entity deposit pool.

Investments:
Investments in STAR Ohio are not evidenced by securities that exist in physical form.
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BUDGETARY ACTIVITY

Budgetary activity for the year ended December 31, 2001, was as follows:

2001 Budgeted vs. Actual Receipts

Budgeted Actual
Fund Type Receipts Receipts Variance
General $10,043,539 $ 9,939,505 $ (104,034)
Transfer from Capital
Projects - 194,734 194,734
Special Revenue 290,660 291,277 617
Debt Service 3,053,062 3,095,458 42,396
Transfer from General 206,331 206,331 -
Capital Projects 4,037,596 2,569,739 (1,467,857)
Transfer from General - 1,497,596 1,497,596
Fiduciary -
Non-Expendable Trust 33,163 35,966 2,803
Transfer from General - 300.000 300,000
Total $17.664.351 $18.130,606 $_ 466,255
2001 Appropriated vs. Budgeted Expenditures
Appropriated Budgeted
Fund Type Expenditures Expenditures Yariance
General $13,221,902 $10,733,212 $ 2,488,690
Transfer to Capital Projects - 1,497,596 (1,497,596)
Transfer to Fiduciary - 300,000 (300,000)
Transfer to Debt Service 206,331 206,331 -
Special Revenue 365,764 239,880 125,884
Debt Service 4,581,662 7,024,508 (2,442,846)
Capital Projects 9,815,191 5,415,066 4,400,125
Transfer to General Fund - 194,734 (194,734)
Fiduciary -
Non-Expendable Trust 447,374 18,144 429,230
Total $28.638.224 $25,629.471  $_3.008.753




GRANTS-IN-AID AND TAX RECEIPTS

The primary source of revenue for Ohio public libraries is the State Library and Local
Government Support Fund (LLGSF). The LLGSF is allocated to each county based on the
county’s prior intangibles tax of LLGSF revenues, and its population. The County Budget
Commission allocates these funds to the Library based on its needs such as for the
construction of new library buildings, improvements, operation, maintenance, or other
expenses. The Budget Commission cannot reduce its allocation of these funds to the Library
on account of any additional revenues realized by the Library.

Real property taxes become a lien on January 1 preceding the October 1 date for which rates
are adopted by the taxing authority of the subdivision to whose jurisdiction the Library is
subject. The State Board of Tax Equalization adjusts these rates for inflation. Property taxes
are also reduced for applicable homestead and rollback deductions. Homestead and rollback
amounts are then paid by the State, and are reflected in the accompanying financial
statements as Other Governments Grants-In-Aid. Payments are due to the County by
December 31. If the property owner elects to make semiannual payments, the first half is
due December 31. The second half payment is due the following June 20.

Public utilities are also taxed on personal and real property located within the taxing district.

Tangible personal property tax is assessed by the property owners, who must file a list of
such property to the County by each April 30.

The County is responsible for assessing property, and for billing, collecting, and distributing
all property taxes on behalf of the Library.

RETIREMENT SYSTEMS

The Library’s employees belong to the Public Employees Retirement System (PERS) of
Ohio. PERS is a cost-sharing, multiple-employer plan. This plan provides retirement
benefits, including postretirement healthcare, and survivor and disability benefits to
participants as prescribed by the Ohio Revised Code.

Contribution rates are also prescribed by the Ohio Revised Code. For 2001, members of
PERS contributed 8.5% of their gross salaries. The Library contributed an amount equal to
approximately 13.55% of participants’ gross salaries. The Library has paid all contributions
required through December 31, 2001.

-10-



RISK MANAGEMENT
The Library has obtained commercial insurance for the following risks:

Builder’s risk insurance (for new construction and renovation of existing buildings)
Blanket building and contents

Comprehensive property and general liability

Errors and omissions

The Library also provides health insurance to full-time and some eligible part-time
employees through a private carrier.

DEFERRED COMPENSATION ASSETS

These funds are maintained by custodians, as legally required. These assets, and the related
receipts and disbursements, are not reflected in the Library’s financial statements.

Certain employees may elect to participate in the Ohio Deferred Compensation Program (the
Program). These funds are maintained in a trust held by the Board of the Ohio Public
Employees Deferred Compensation Program, created in accordance with Internal Revenue
Code Section 457. Amounts withheld from these employees are tax deferred, and are
invested by the Program, as directed by the employees.

CONTINGENT LIABILITIES

In 1998, the Library was a defendant in a lawsuit. A summary judgment in favor of the
Library was granted. The plaintiff appealed the decision, and the case was still open at
December 31, 2001. Although the outcome of this suit is not presently determinable, counsel
believes that the resolution of this matter will not have a material adverse effect on the
Library’s financial condition.

DEBT

On November 4, 1997, the electors of Stark County voted in majority favor of a $10,540,000
bond issue for the Library. The purpose of the bond issue was to renovate, add to, construct,
furnish, equip, and otherwise improve library facilities within the District. Each bond issue
will be repaid within a period not to exceed one year from date of issue. The property tax
revenue used to repay the bonds will be collected over a maximum period of five years
beginning with 1998. The bonds will be repaid with proceeds from a property tax levy
which will be assessed outside the ten mill limitation at .75 mill for each dollar of tax
valuation.

Pursuant to the above, the Library issued a one-year, 3.96% bond anticipation note on
August 27, 1998, to Bank One, N.A. in the amount of $4,000,000. The note matured and
was repaid in full on August 26, 1999. The Library received $2,823,029 (net of related fees
of $39,520) in property tax revenue during 1999 and $2,647,197 (net of related fees of
$55,832) during 1998 which was used to fund the repayment of this note and a note issued

-11-



10.

DEBT (Continued)

in 2000 (discussed below). In addition to the bond principal, the Library paid $157,960 in
accumulated interest during 1999.

On February 24, 2000, the Library issued a one-year, 4.74% bond anticipation note to Bank
One, N.A. in the amount of $4,250,000. The note balance and accumulated interest of
$200,331 was repaid on the maturity date of February 22, 2001. The Library received
$2,847,594 (net of related expenses of $40,585) in property tax revenue in 2000 and
$291,375 in 2001 which was used to fund the repayment of the note.

On July 26, 2001, the Library issued a five-month, 3.50% bond anticipation note to NatCity
Investments, Inc. in the amount of $2,290,000. The note balance and accumulated interest
of $33,396 was repaid on the maturity date of December 26, 2001. The Library received
$2,759,633 (net of related expenses of $44,450) in property tax revenue in 2001 which was
used to fund the repayment of the note.

At December 31, 2001, the Library had expended a three-year total of $9,358,094 in note
proceeds and had encumbered $456,218 for permanent improvements pursuant to the levy.

During 2000, the Library entered into a three-year capital lease arrangement with a financial
institution to purchase two bookmobiles. The total amount financed was $235,464 at an
interest rate of 5.4%. The Library bought out this lease in May 2001.

LEASES

The Library leases one of its facilities under a 15-year noncancellable operating lease
agreement. The aggregate required monthly lease payment is $1,462 with annual increases
based on the consumer price index. Three other facilities are leased under month-to-month
operating lease agreements. The aggregate monthly payment for the month-to-month leases
is $4,150. Facility rent expense was approximately $67,500 in 2001 Minimum rental
payments required for the life of the noncancellable lease is as follows:

2002 $ 17,544
2003 17,544
2004 17,544
2005 17,544
2006 17,544
Thereafter 62,910

$150.630
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10.

LEASES (Continued)

In 1996, the Library entered into a five-year capital lease arrangement with a
telecommunications company for central site hardware, software, network products,
peripherals, and maintenance related to its Dynix computerized circulation control and
collection management system. The payments are due twice per year in the amount of
$161,040. The Library is reimbursed for part of the cost by six other libraries which
participate in the Mid-eastern Ohio Automated Circulation System. These other libraries
reimburse the Library based on their proportional circulation percentage per year in relation
to the other libraries participating in the program. In 2001, the other libraries were billed
approximately 48% of the 2000 total lease cost. The reimbursement projection for 2001
costs is not yet determinable. However, management does expect the reimbursement
percentage to be similar to that of 2000. The lease expired in 2001.

During 2000, the Library entered into a 60-month lease with a telecommunications company
to provide data services at a cost of $6,386 per month.

Minimum rental payments required for the lives of both the network and data services leases
mentioned above are as follows:

2002 $ 76,632
2003 76,632
2004 76,632
2005 31,930

$261.826
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REPORT ON COMPLIANCE AND ON
INTERNAL CONTROL OVER FINANCIAL REPORTING BASED ON
AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE
WITH GOVERNMENT AUDITING STANDARDS

Board of Trustees
Stark County District Library

We have audited the cash basis financial statements of the Stark County District Library (the
Library) as of and for the year ended December 31, 2001, and have issued our report thereon dated
Apnl 23, 2002. We conducted our audit in accordance with auditing standards generally accepted
in the United States of America and the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States.

Compliance

As part of obtaining reasonable assurance about whether the Library’s financial statements
are free of material misstatement, we performed tests of its compliance with certain provisions of
laws, regulations, contracts and grants, noncompliance with which could have a direct and material
effect on the determination of financial statement amounts. However, providing an opinion on
compliance with those provisions was not an objective of our audit and, accordingly, we do not
express such an opinion. The results of our test disclosed no instances of noncompliance that are
required to be reported under Government Auditing Standards.

Internal Control Over Financial Reporting

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

However, we noted a matter involving the internal control over financial reporting that we
have reported to management of the Library in a separate letter dated April 23, 2002.

This report is intended solely for the information and use of management and the Library

Board of Trustees, and is not intended to be and should not be used by anyone other than these
specified parties.

Bt Duetis & .

Certified Public Accountants
April 23,2002
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