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To the Residents and the Board of Trustees of Lafayette Township:

In 2005, the Trustees of Lafayette Township requested that the Auditor of State complete a
performance audit of some aspects of Township operations. The Trustees requested that the
performance audit be conducted to provide a resource that could be used in its proactive efforts to
identify potential areas for improvement, as well as to help improve its current and future financial
condition.

The performance audit contains assessments of financial systems including economic
development, human resources, and police operations, and includes a financial forecast of the
Township’s General Fund and Police Fund. The information contained within the report is intended to
assist the Township in its efforts to improve service delivery, optimize operational efficiency and
effectiveness, project its future financial condition, and improve its financial standing. The Township is
also encouraged to continually monitor and assess its operations to identify additional areas for
improvements.

An executive summary has been prepared which includes the project history, objectives, scope,
and methodology of the performance audit. The executive summary also includes a summary of
commendations, recommendations, matters for further study, and financial implications. This report
has been provided to Lafayette Township and its contents have been discussed with the Board of
Trustees and other appropriate officials. The Township has been encouraged to use the results of the
performance audit as a resource in improving its overall operations, service delivery, and financial
stability.

Additional copies of this report can be requested by calling the Clerk of the Bureau’s office at
(614) 466-2310 or toll free at (800) 282-0370. In addition, this performance audit is accessible online
through the Auditor of State of Ohio website at http:/www.auditor.state.olus/ by choosing the “On-
Line Audit Search” option.

Sincerely,

oty Intgmany

BETTY MONTGOMERY
AUDITOR OF STATE

August 1, 2006

88 E. Broad St. / PO. Box 1140/ Columbus, OH 43216-1140
Telephone: (614) 466-4514 (BOGY 282-0374 Fax: {614) 466-4490
www.anditorstate.ohoug
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Lafayette Township Performance Audit

Executive Summary

Project History

Lafayette Township (Lafayette or the Township) engaged the Auditor of State’s Office (AOS) to
conduct a performance audit of the financial systems (including economic development), human
resources, and police department operations. The Township Trustees also requested that the
AOS prepare a financial forecast for the General and Police Funds to help determine the
Township’s current and future financial condition.

Township Overview

Lafayette Township is a northeast Ohio community located near the center of Medina County.
Officially established in 1832, Lafayette Township encompasses 23.2 square miles and is
contiguous with the City of Medina, and York, Chatham, Westville, and Montville Townships.
Lafayette 1s predominantly a residentially zoned community with very little
commercial/industrial zoned land available for development. As a result, approximately 95
percent of taxes collected in Lafayette Township came from residential and agricultural
properties in 2004. The Township has approximately 5,500 residents based on the 2000 census
with a median income of $52,067 and unemployment rate of 2.9 percent.

The Township is governed by a locally elected three member Board of Trustees. The Trustees
serve a four-year term and are entrusted by the community to protect and to preserve the
community’s investment. In this capacity, the Trustees must assign competent personnel and
establish efficient procedures to ensure sound management of fiscal affairs. The Township Clerk
is the legally designated fiscal officer for the Township and is also elected to a four-year term.
The Clerk is independent of Lafayette’s Board of Trustees, yet by law, must work closely with
the Trustees in managing the financial operations of the Township. The Clerk works on a part-
time basis and is expected to develop an efficient and effective procedure for fiscal accounting.
The Clerk is also required to submit the budget to the County Budget Commission in a timely
manner, present the budget to the Trustees and the public, and record Township Trustee meeting
minutes.

The Township provides general government services including police, fire, zoning, and road
maintenance. Local property taxes are the Township’s primary funding source, representing 61
percent of the Township’s total revenues in 2005 for all funds. The Township uses 0.4 inside
mills to support the General Fund (Trustees and Clerk) and two continuous operating levies (4.0
voted mills, 2.7 effective mills) to support the Police Fund. The inside millage generates
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approximately $50,000 annually in local tax revenue for the General Fund while the Police Fund
levies generate approximately $306,000 annually. Lastly, the Township uses 2.6 inside mills to
support road maintenance and a 3.5 mill levy (3.2 effective) to support fire and ambulance
services. The inside millage for road maintenance generates approximately $284,000 annually
while the fire and ambulance levy generates approximately $390,000 annually. The zoning
function is supported through user charges and does not receive property tax monies.

Employee wages and benefits are the largest expenditures for the Township and represented
approximately 51 percent of the Township’s total expenditures in 2005 for all funds. In addition
to the three Trustees and the Clerk (General Fund), the Township employed 4.7 FTEs in the
Police Department, 2.2 FTEs in the Road and Maintenance Department, and 1.0 full-time Fire
Chief and numerous volunteers in the Fire Department at the end of 2005. Zoning services are
provided through contracted personnel who receive stipends rather than wages and benefits.
None of the Township’s employees are members of a union.

Objectives and Methodology

This performance audit was conducted in accordance with Generally Accepted Government
Auditing Standards. Audit work was conducted between December, 2005 and June, 2006. The
goal of the performance audit is to assess the selected areas of the Township’s operations and to
develop recommendations based on comparisons with peer townships and other benchmarks.
The ensuing recommendations comprise options that the Township can consider in its continuing
efforts to improve operating efficiency and effectiveness.

This performance audit assessed key operations of Lafayette Township in the areas of financial
systems (including economic development), human resources, police operations, and financial
forecasting. Specifically, the objectives of the audit were to analyze Lafayette’s current and
future financial condition in the General and Police Funds through the development of five-year
financial forecasts, and to assess the Township’s cash and investment management practices,
budgeting and purchasing processes, internal control structure, and economic development
activities. The ensuing recommendations are designed to improve the Township’s financial
planning, reporting and management processes, and to enhance its ability to promote economic
development, thereby increasing the tax base. Additionally, in the human resources section, the
audit includes an assessment of the Township’s staffing and salary levels, as well as an
evaluation of the Township’s employment policies and benefits administration. Lastly, the audit
provides recommendations to enhance operations and reduce costs within the Police Department.

To complete this report, auditors gathered and assessed data from various sources pertaining to
key operations, conducted interviews with Township personnel, and assessed requested
information from the comparison (peer) townships. These townships include Brunswick Hills
Township and Guilford Township in Medina County, Randolph Township in Portage County,
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and Russell Township in Lake County. These Townships were selected as peers based on
reviews of demographic information and service provision, as well as input from the Township
Trustees. Brunswick Hills, Guilford and Randolph were used as peers in the financial systems
and human resource sections. Because Guilford and Randolph do not operate full-time police
departments (they contract with the respective County Sheriffs), Russell and Brunswick Hills
were used as the peer townships in the police operations section and in the police staffing and
salary assessments in human resources. Best practice information from the Government
Finance Officers’ Association (GFOA), the State Employment Relations Board (SERB), the
Kaiser Family Foundation, the Committee of Sponsoring Organizations of the Treadway
Commission (COSO), and other applicable sources were also used as a basis for comparison.

The performance audit involved significant information sharing with the Township Trustees,
including preliminary drafts of findings and proposed recommendations. Furthermore, periodic
status meetings were held throughout the engagement to inform the Township of key issues
impacting selected areas, and to share proposed recommendations to improve operational
efficiency and effectiveness. Throughout the audit process, input from Township personnel was
solicited and considered when assessing the selected areas and framing recommendations.
Finally, the Township was given an opportunity to provide written comments in response to the
various recommendations for inclusion in the final report.

The Auditor of State and staff express their appreciation to Lafayette Township and the peer
townships for their cooperation and assistance throughout this audit.

Commendations

Commendations acknowledge significant accomplishments or exemplary practices. The
following are commendations that were identified during the course of the performance audit.

Financial Systems

J Lafayette Township achieves higher investment revenues in comparison to the peers, and
obtains interest rates that are similar to the Ohio State Treasury Asset Reserve (STAR
Ohio). In addition, the Township’s interest revenues increased approximately 30 percent
in 2005.
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Human Resources

. The Township has reduced its workers’ compensation claims and experience modifier
each year since 2003. In addition, the Drug Free Workplace and Transitional Work
programs should help the Township maintain its low cost for workers’ compensation
insurance in the future.

L By purchasing uniforms directly from the supplier or reimbursing employees for uniform
purchases rather than providing annual stipends, the Township ensures that uniforms are
purchased as needed and the funds are spent in an appropriate manner.

Police Operations

o The Township is commended for achieving a 65 percent reduction in the cost of Police
Department overtime in 2005, which is due to improved monitoring and the enactment of
policies to limit overtime use. In addition, the Township should be able to achieve
additional cost reductions in 2006 by continuing these practices.

o By contacting multiple vendors for price quotes and establishing corporate accounts at

various office supply stores, the Lafayette Police Department (LPD) has been able to
receive supply and material costs which are lower than the peers.

Forecast Conclusions

The Township is projected to achieve positive ending fund balances within the General Fund
throughout the forecast period without considering the performance audit recommendations. If
the Township does not implement any of the performance audit recommendations, the surplus in
the General Fund is estimated to be approximately $219,000 in 2010. The surplus would
increase to approximately $275,000 in 2010 if the Township implemented all of the performance
audit recommendations. In contrast, the Township is projected to have operating deficits in the
Police Fund each year during the forecast period, with or without consideration of the
performance audit recommendations. If the Township does not implement any of the
performance audit recommendations, the deficit in the Police Fund is estimated to be
approximately $336,000 by 2010. The deficit would decline to approximately $120,000 in 2010,
if the Township implemented all of the performance audit recommendations.

Based on the projected deficits in the Police Fund, the Trustees should begin working to identify
a long-term solution for restoring financial stability. In dealing with this issue, the Township has
three basic options:
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o Transfers — The forecasts show that it will be possible for the Township to continue
current operations in the short-term by regularly transferring monies from the General
Fund to the Police Fund. However, this should be viewed as a temporary solution as the
Police Fund’s future operating deficits will likely exceed the surplus balances in the
General Fund.

J Cost Reductions — The Township is encouraged to analyze its own operations to identify
other cost savings and revenue enhancement options not identified in this performance
audit. For example, the forecasts assume that the Township will grant three percent wage
increases to all employees throughout the forecast period. If the Trustees granted lower
wage increases, the savings generated would reduce the projected deficits within the
Police Fund. However, even if wages were held constant at 2005 levels from 2006 to
2010, all of the performance audit recommendations were implemented, and no other
changes are made to the forecast, deficits would still be projected in the Police Fund for
each forecast year.

. Tax Levy — If additional cost reductions are not feasible or are not sufficient to eliminate
the projected deficits, it may be necessary to propose a new tax levy to ensure long-term
stability. However, prior to taking this action, the Trustees should first demonstrate
accountability to the citizens by implementing the recommendations in this performance
audit. For example, the Township may not need a new tax levy if it realizes an increase in
revenues higher than estimated as a result of implementing the performance audit
recommendations relating to economic development. In addition, by implementing the
performance audit recommendations relating to cash management and internal controls,
the Trustees will ensure that the Township is in a position to properly account for the use
of any new tax revenues.

Key Recommendations

The performance audit contains several recommendations pertaining to Lafayette Township
operations. The following are the key recommendations from the report:

Financial Systems

J The Township should strengthen existing internal controls to minimize risks involved in
the budgeting and purchasing processes. Specifically, the Trustees should assist the Clerk
in the development of an internal control structure which would help establish a formal
banking and accounts payable cycle, eliminate unapproved manual overrides of flags in
the accounting system, improve management reporting, ensure bank reconciliations are
completed accurately and timely, obtain Trustee approval for transfers and investments
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beforehand, and limit the use of blanket purchase orders. In addition, the Trustees should
develop formal policies discussed throughout the audit, including a policy requiring bank
reconciliations to be completed by a specific date each month.

. The Clerk should work with the Trustees to develop a comprehensive purchasing manual.
The manual should clearly delineate approval paths; explain purchasing authority,
distribution and receiving procedures, and disposal of obsolete and surplus property; and
reiterate statutory requirements. Furthermore, the manual should outline key purchasing
policies and procedures regarding competitive bidding, requests for proposals, and
vendor performance monitoring. The manual should also provide users with current
step-by-step instructions for making purchases. Once implemented, compliance with the
policies and procedures should be monitored throughout the year.

o In conjunction with the development of a formal purchasing manual and the improvement
of internal controls, the Township should clearly delineate purchase order approval paths
to ensure that all proposed purchases are approved beforehand. In addition, given the
impact the purchasing process has on the integrity of the Township’s financial system,
the Trustees should consider revising the entire process and no longer providing
department heads with pre-printed purchase order forms.

o The Trustees should adopt a policy requesting that the Clerk prepare a formal monthly
reporting packet that contains financial reports that will help in managing the Township’s
operations. At a minimum, the monthly report packet should contain a copy of the bank
reconciliation and reports summarizing the Township’s interest receipts, investment
activities, overtime usage, and budgetary status.

J During the process of developing the new comprehensive plan for economic
development, the Township should consider conducting a new survey of the residents to
determine their current thoughts and feelings about commercial, industrial, and
residential development. The overall philosophy of the new plan should be tailored to the
results of the survey. When developing the survey, the Township should clearly convey
the benefits and costs of development. For example, while expanding commercial and
industrial development would alter the demographic makeup of the Township, it would
generate additional revenue to support Township services. As a result, this would
potentially minimize the future tax burden on residents. Regardless of the survey results,
the new plan should be designed to include the items missing from the 1987 plan and
strategies to overcome the identified barriers noted in R2.13.

J The Township should designate one of the Trustees to be responsible for centralizing its
economic development activities. This person should function as the Township’s liaison
in interacting with the Chamber of Commerce (R2.16), the Ohio Department of
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Development (R2.16), the Community Improvement Corporation (R2.17), and other
interested parties. This person should also be responsible for overseeing the web site
development as it relates to economic development (R2.15), implementing and updating
the comprehensive plan (R2.13), and tracking economic indicators and reporting them to
the Board of Trustees.

J Lafayette should consider allowing some economic development in the commercially
zoned property on the outskirts of the Township. The Township should also consider
petitioning the Planning Commission and Zoning Commission to provide more areas of
land that could be zoned for commercial or industrial purposes. However, prior to
allowing commercial or industrial development and requesting any zoning modifications,
the Township should make sure that these proposed changes are consistent with the land
use plans and survey results contained in the updated comprehensive plan.

o Lafayette should consider petitioning the County to extend water and sewer lines
throughout the Township. In addition to making central water and sewer services
available to existing residents, this would also ensure that the necessary infrastructure is
in place and available to accommodate any future residential and commercial/industrial
development projects. At a minimum, and assuming the Township moves forward with
commercial development, Lafayette should petition the County to extend the water and
sewer lines to the commercially zoned property on the outskirts of the Township.

Human Resources

o The Township should use a formal bid or quote process when selecting health and life
insurance providers, and review the costs and plans provided by the Ohio Township
Association Risk Management Authority (OTARMA). The Township should also
consider requiring all full-time employees to contribute a portion of the monthly health
insurance premium costs and addressing generous plan benefits (e.g., prescription co-
pays and deductibles). Additionally, the Township should ensure that health insurance
mvoices are paid in a timely manner.

. The Township should consider hiring a part-time clerical employee to assist the Clerk in
carrying out the financial functions of the Township. However, prior to advertising for
this position, the Trustees should work with the Clerk to determine the number of hours,
work schedule, job description, salary and acceptable qualifications for the position.

. Lafayette should consider reducing its service/road department staffing levels by 0.7
FTEs in order to be more comparable to the peers. Working with the municipal court to
have traffic violators perform basic lawn maintenance and snow removal tasks or, if
necessary, contracting for this function via a competitive bidding process would help the
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Township operate with fewer service/road FTEs. In addition, the Township should
investigate the feasibility of using its fire department staff with commercial drivers
licenses (CDL) to drive snow plows in an effort to supplement the service/road personnel
during large snowfalls.

. The Township should strive to maintain the existing staffing levels in the police
department for the near future. However, as the Township continues to grow and
implements strategies to increase its residential and commercial tax base, the Trustees
should monitor police department staffing levels in relation to its financial condition and
activity levels (calls for service, traffic violations, etc.), and adjust as necessary.

Police Operations

o Lafayette should draft and approve a vehicle replacement plan that describes its strategy
for vehicle replacement in future years. This plan should be updated periodically and
include the number of vehicles to be replaced each year, the age, mileage, maintenance
costs, and estimated cost at the time of replacement.

o Based on the low age, mileage and maintenance costs of LPD’s fleet, its current staffing
levels, and the level of policing activity, the Township should suspend purchasing new
vehicles for at least three years and focus on continuing proper maintenance, which could
extend the useful life of the vehicles. Implementing a formal vehicle rotation system
whereby older vehicles are used as spares and for less strenuous duties (making court
appearances, driving to training, etc.) would also assist in extending the useful life of the
fleet. Additionally, if the Township decides not to pursue economic development and the
Township’s level of policing activity remains stable, it should consider reducing LPD’s
active fleet to three vehicles by selling the three oldest vehicles or using them as spares.

. The Township should consider purchasing an automated fuel management system to
enhance the security, accountability and management control over the central fuel site, as
well as to enable tracking of key data (e.g., gallons). In addition, the Township should
allocate fuel costs to each department based on the respective use rates, and centrally
track the fuel costs and gallons purchased to allow for easy cost comparisons.
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Additional Recommendations

The following portion of this executive summary highlights additional recommendations from
the audit report.

Financial Systems

Latayette Township should closely examine the spending patterns indicated in Tables 2-
1 and 2-2, and the cost reductions and revenue enhancements recommended in the human
resources, police, and economic development sections of this report. Opportunities exist
to increase revenues and reduce operating expenditures in certain areas without impacting
the overall quality of service.

The Trustees should request that the Clerk set regular hours each week to ensure that
bank deposits are being made on a timely basis. In addition, the Township should
consider adopting the three-day bank deposit waiver and opening a direct deposit account
with STAR Ohio in order to reduce the volume of checks that must be deposited on a
daily basis.

The Clerk and Trustees should review the investment policy to determine if a formal
Investment Advisory Committee (the Committee) is necessary to oversee the Township’s
investment activities. If the Township decides to establish a Committee, it should update
the policy to clearly indicate the roles and duties of the Committee in future investment
activities, and to formally define the size of the Committee and qualifications for
membership. Furthermore, the Township should update the policy to clearly convey the
role of the Trustees and Clerk. Lastly, the Township Clerk should correct prior errors in
allocating interest receipts and ensure that future receipts are allocated in accordance with
Ohio Constitutional requirements.

The Township should adopt formal policies and procedures that establish key milestones
and responsibilities for developing the annual budget. Such policies and procedures
should ensure that the budget is adopted by December 31 while allowing for stakeholder
input and improved accuracy. To ensure the budget is developed according to
Lafayette’s policies and goals, the Township should develop budget guidelines and
instructions for each annual budget. In addition, the Township should prepare a budget
document that contains detailed supporting materials highlighting the Township’s goals,
objectives and key issues for the ensuing year. The budget document should also include
staffing levels and organizational information, and charts and graphs to improve the
document’s readability.
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o Latayette Township should consider joining consortiums, such as the Ohio Department of
Administrative Services (DAS) and the Northeast Ohio Public Energy Council (NOPEC),
to obtain discounted prices on commonly used items and utilities.

o The Township should re-design its web site to include information that would be useful
to potential investors and homebuyers. Once the web site 1s complete, the Township
should ensure that it is maintained and updated on a regular basis to include current
information.

. The Township should become a member of the Medina Area Chamber of Commerce
(MCOC), and collaborate with MCOC, the Ohio Department of Development (ODOD)
and other similar organizations to take advantage of available economic development
resources. In addition, the Township should use the results of its citizen survey and
updated comprehensive plan to determine whether to establish a Community
Improvement Corporation (CIC). Once the Township finds land suitable for
development, obtains citizens’ attitudes on further development via an updated survey,
and ensures that central water and sewer services are available in applicable areas, the
Trustees should consider using tax abatements as one method for attracting new
businesses.

Human Resources

. The Township should pay its workers’ compensation premiums by May 15th in order to
take advantage of the prompt pay discounts.

. Because the Township already has a low operating cost for the zoning function, the
Trustees should carefully analyze the proposed contract with the County to ensure that all
costs and benetits have been considered.

o To facilitate future monitoring and ensure timeliness in responding to calls for service,
the Township should work with the Medina County Sheriff’s Office to resolve the
reporting inconsistencies concerning Police and Fire Department response times.

. Based on peer comparisons, the Township should consider re-evaluating Police
Department salaries. However, prior to making any adjustments to the Police
Department salaries, the Township should take steps to improve the financial condition of
the Police Fund by implementing the recommendations in this performance audit and
identifying other appropriate measures to increase revenues and reduce costs.
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The Township should consider revising its minimum call-in policy by guaranteeing only
one hour of pay. In addition, the Township should require that employees give at least
one day advance notice if they intend to use personal leave.

Police Operations

Although LPD has the lowest maintenance costs per vehicle, per citizen and per policing
activity when compared to the peers, the Trustees should consider implementing a more
formalized purchasing process so that more items are purchased in a competitive
environment.

The Trustees should consider decentralizing the budget development process to allow for
more input from department heads. The Township should also consider developing and
adopting a formal capital equipment plan. The plan should specify the Township’s
equipment needs, including timing and sequence, estimated costs, and potential funding
sources. The Township should incorporate all computer equipment, software and
proposed additions/upgrades into the formal capital equipment plan to help ensure that
only necessary items are being purchased.

LPD should frequently research and pursue all available grant funding opportunities. In
order to effectively do so, Lafayette should consider developing formalized grants
management procedures which would also facilitate cross-training and ensure operational
continuity in the absence of personnel with knowledge of this function. LPD should also
consider establishing a relationship with the Ohio Office of Criminal Justice Services
(OCJS) to ensure that the Township is receiving all eligible grants.
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Matters for Further Study

Auditing standards require the disclosure of significant issues identified during an audit that are
not reviewed in depth. These issues may not be directly related to the audit objectives or may be
issues that the auditors do not have the time or the resources to pursue. AOS identified the
Township’s Fire Department services as a matter for further study.

The Township’s Fire Department is comprised of one full-time employee (Fire Chief) and
volunteers who are paid a stipend based on the number and types of calls for which a response is
required. Lafayette spent less than the peer average for fire and ambulance services in 2004 and
2005, in total and on a cost per fire/EMS call basis. However, Guilford and the Village of Seville
have negotiated an agreement to combine their resources for fire and EMS services. As a result,
Guilford has been able to achieve a cost per fire/EMS call which is significantly lower than
Lafayette and the other peers. A detailed analysis of Fire Department operating practices was
outside the scope of this audit. However, based on the cost per fire/EMS call reported by
Guilford, the Trustees should consider the feasibility of negotiating a similar agreement with a
neighboring community.
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Performance Audit

Summary of Financial Implications

The following tables summarize the performance audit recommendations which contain financial
implications. These recommendations provide a series of ideas or suggestions which Lafayette
Township should consider for implementation. Detailed information concerning the financial
implications is contained within the individual sections of the performance audit.

Summary of Performance Audit Recommendations

. Estimated Estimated | Estimated
Estimated .
Annual Cost Annual Annual One-Time
Savings Revenue Costs Costs
Enhancements

R2.11 Eliminate late fees associated with the accounts

payable function $1,400
R2.12 Join DAS purchasing consortium $7,400 $110
R2.16 Join Medina County Chamber of Commerce $136
R2.18 Implement economic development initiatives $18,300
R3.1 Reduce health care costs through competitive bidding $27,000
R3.2 Require employee contributions towards health care $14,200
R3.3 Obtain prompt payment discount for workers

compensation $1,000
R3.4 Hire a part-time clerical employee $20,600
R3.7 Reduce 0.7 FTEs in Service Department $29,000
R4.2 Suspend purchase of police vehicles for three years (3-Ye§r21(i’\?gg
R4.4 Purchase and install a fuel management system $13,800
Total Net Financial Implications $100,000 $18,300 $20,846 $13,800
Source: AOS Recommendations
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Financial Systems

Background

This section of the performance audit focuses on the financial systems and economic
development activities within Lafayette Township. The objectives are to assess the Township’s
cash management, budgeting, purchasing, and economic development practices, and to develop
recommendations for improvements. To illustrate various operational issues, comparisons are
made throughout this section to the following peer townships: Brunswick Hills Township
(Brunswick Hills), Guiltord Township (Guilford), and Randolph Township (Randolph).
Information from other applicable sources was also used for comparison purposes, including the
Government Finance Officers Association (GFOA) and the Committee of Sponsoring
Organizations of the Treadway Commission (COSO).

Organization Structure & Function

Latayette Township is located within Medina County, Ohio and has a population totaling 5,476.
The Township operates on a governmental funds budget of approximately $1.5 million, with
local taxes representing the largest revenue source (58 percent of total revenues) and public
safety representing the largest expenditure (47 percent of total expenditures). The Township is
responsible for providing general government services including road and bridge maintenance,
police and fire protection, and emergency management services.

The Township operates under the governance of a locally-elected three member board, with each
Trustee serving a four-year term. The Lafayette Township Board of Trustees (Board or Trustees)
is ultimately responsible for Township finances. In practice, the Trustees act as advisors,
spending various amounts of time working with the Clerk to manage the Township’s
administrative and financial affairs. The Trustees are entrusted by the community to protect and
to preserve the Township’s investments. In this capacity, the Trustees must assign competent
personnel and establish efficient procedures to ensure the sound management of fiscal affairs.

Also elected to a four-year term, the Township Clerk is the legally designated fiscal officer for
the Township [Ohio Revised Code (ORC) Section 5705.01]. The Clerk is independent of the
Trustees, yet by law, must work closely with them, especially on financial matters. In other
words, the Clerk is the administrative officer elected by the citizens to advise the Trustees in
financial planning and budgetary capacities. The Clerk works on a part-time basis and is
expected to develop an efficient and effective procedure for fiscal accounting. The Clerk is also
required to submit the budget to the County Budget Commission in a timely manner, present the
budget to the Trustees and the public, and record Township Trustee meeting minutes. The
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Township experienced turnover in the Clerk position in September, 2005 when the elected Clerk
resigned in the middle of her term. As a result, the Township hired an interim Clerk as a
temporary replacement until a Judge could appoint a Clerk to serve the remainder of the term.
The new Clerk was appointed in January, 2006.

According to ORC Section 505.031, township trustees may appoint an administrator to act as the
administrative head of the township under the supervision of the trustees. However, Lafayette
has chosen to have each Trustee serve as the department head for one of the three departments at
the Township (police, fire and service) rather than hire an administrator.
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Recommendations / Commendations

Cash Management

R2.1 Lafayette Township should closely examine the spending patterns indicated in

Tables 2-1 and 2-2,

and the cost reductions and revenue enhancements

recommended in the human resources, police, and economic development sections of
this report. Opportunities exist to increase revenues and reduce operating
expenditures in certain areas without impacting the overall quality of service.

Table 2-1 compares Lafayette’s revenues by source and expenditures by object on a per

citizen basis for all funds to the peers.

Table 2-1: Revenues by Source, Expenditures by Object (Per Citizen)

Lafayette Lafayette Brlﬁlisl::iCk Guilford Randolph Peer
2004 2005 2004 2004 2004 Average

Local Taxes $155 $169 $279 §124 $108 $170
Intergovernmental 67 85 105 66 81 84
Fines & Fees 12 15 27 17 5 16
Interest 4 5 2 3 1 2
Other 11 4 19 118 27 §55
Total Revenue $249 $278 $432 $328 $222 $327
Wages $81 $83 $156 $46 $58 $86
Fringe Benefits 45 48 54 13 36 34
Purchased Service 59 53 49 62 30 47
Supplies &

Materials 24 27 25 21 54 33
Capital Outlays 22 32 22 81 15 39
Debt Service 4 3 17 0 13 11
Other 1 9 1 4 1 2
Total Expenditures $236 $255 $324 $227 $207 $252

Source: AOS Uniform Accounting Network

Table 2-1 shows that the Township’s total revenues per citizen for 2004 and 2005 are
lower than two of the peers and the peer average. This is due, in part, to Guilford’s
significantly higher other revenues per citizen. Guilford’s other revenues are inflated by
$520,000 due to lease proceeds (used to finance various public works projects and
equipment) that were received from the Ohio Township Association in 2004 and a refund
of $100,000 received from the Village of Seville. If these items are removed, the revised

Financial Systems
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total revenues for Guilford equal $215 per citizen in 2004, which is lower than Lafayette.
Lafayette’s lower fine and fee revenues in comparison to Brunswick Hills are due to
lower zoning and court fee receipts. For example, Brunswick Hills received $128,714 in
court and zoning fees in 2004 while Lafayette collected only $22,837. The lower court
and zoning fees can be attributed to not making economic development a priority in the
past and having less police activity than Brunswick Hills (see R2.18 and R3.6).
Guilford’s higher fee collections are due to the receipt of approximately $83,000 in
customer billings for EMS services. Guilford and the Village of Seville combine their
resources to staff a full-time fire department, which has resulted in increased cost
efficiency (see issues for further study in the human resources section).

The Township’s total expenditures per citizen were higher than two of the peers in 2004.
The specific areas where the Township was significantly higher include the following:

o Wages - Lafayette’s higher wage costs per citizen are due to Guilford and
Randolph not operating full-time police departments (they contract with the
respective County Sheriffs). Lafayette spent $185,970 on police department wages
in 2004. If these are removed from consideration, the revised expenditure for
Lafayette equals $257,849, or $47 per citizen, which is in line with Guilford and
lower than Randolph.

. Fringe Benefits — Lafayette’s fringe benefit costs were higher than two of the
peers and the peer average in 2004. In addition, Lafayette’s fringe benefit costs as
a percentage of wages (58 percent) were higher than Brunswick Hills (35 percent),
Guilford (28 percent) and the peer average (40 percent). The higher fringe benefit
costs are due to the Township not using competitive bidding to select a health
insurance provider, generous plan designs, and an untimely payment history. See
R3.1 for an additional discussion concerning the Township’s health insurance.

. Purchased Services — Lafayette’s purchased services were higher than Brunswick
Hills and Randolph Township in 2004. The higher costs are due to the Police
Department’s mobile data terminal (MDTs) lease agreements. Brunswick Hills
does not have vehicles equipped with MDT’s while Randolph contracts with the
County Sheriff’s Office for policing services.

Table 2-1 also shows that Lafayette’s total expenditures per citizen increased by $19
from 2004 to 2005, due in part to the increases in capital outlay expenditures of $10 per
citizen from 2004 to 2005. This increase can be attributed to the installation of an early
warning weather system, and the purchase of specialized fire equipment.

Table 2-2 compares the Township’s expenditures per citizen by function to the peers.
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Table 2-2: Expenditures by Function (Per Citizen)

Lafayette Lafayette Brli;lisl::iCk Guilford Randolph Peer
2004 2005 2004 2004 2004 Average
General Government $42 $48 $57 $29 $49 $45
Public Safety 102 120 190 68 54 104
Public Works 65 52 36 45 75 52
Capital Outlay 22 32 22 g1 15 39
Debt Service 4 3 17 0 13 10
Other 1 0 2 4 1 2
Total Expenditures $236 $255 $324 $227 $207 $252

Source: AOS Uniform Accounting Network

Table 2-2 shows that the Township spent more than two of the peers for the public safety
and public works functions in 2004, which are explained below:

Public Safety — Lafayette’s public safety expenditures per citizen were
significantly higher than both Guilford and Randolph in 2004. The public safety
expenditures include all expenses incurred for providing police, fire, and
emergency management services. As stated previously, the higher public safety
expenditures are due to Lafayette having a full-time police department while
Guilford and Randolph contract with their respective County Sheriff’s Offices for
policing services.  Table 2-2 also shows that Lafayette’s public safety
expenditures increased $18 per citizen, or approximately 18 percent, from 2004 to
2005. This is due to an increase in salary costs in the Township’s fire and rescue
fund. See issues for further study in the human resources section of this report
for discussion of fire department operating costs.

Public Works — Lafayette’s 2004 public works expenditures were higher than the
peer average by $13 per citizen. The large expenditures are related to the
Township’s Gasoline Tax Fund and Road and Bridge Fund. According to ORC
Section 5735.27, gasoline taxes shall be used to plan, construct, reconstruct,
repave, widen, maintain, repair, clear and clean public highways, roads, and
streets. In 2004, Lafayette incurred expenditures from the Gasoline Tax Fund of
$99,865, while the peers’ expenditures were consistent at approximately $68,000.
In addition, Lafayette spent $127,619 on salaries and benefits from the Road and
Bridge Fund, much higher than Brunswick Hills ($78,376) and Guilford Township
($42,247). This is primarily attributable to higher staffing levels within the
road/service department (see R3.5 in human resources).
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R2.2

R2.3

Lastly, Table 2-2 shows that Lafayette’s public works expenditures declined
approximately 20 percent in 2005 due to a reduction in contracted road improvement
projects paid from the Gasoline Tax Fund and the Permissive Fund. For instance,
Lafayette spent $99,865 on contracted road improvements from the Gasoline Tax Fund in
2004, and only $15,324 in 2005.

The Trustees should adopt a policy requesting that the Clerk prepare a formal
monthly reporting packet that contains financial reports that will help in managing
the Township’s operations. At a minimum, the monthly report packet should consist
of the following items:

Bank reconciliations (R2.3);

Interest revenue reports (R2.5);

Investment reports (R2.5);

Overtime reports showing comparisons to the prior year (C4.1 in police); and
Budget reports showing budget vs. actual information (R2.7 and R4.3 in
police).

The Trustees should also consider requesting that the Clerk lead a brief discussion
of these reports at the Board meeting on a monthly basis. This would help ensure
that the Trustees and department heads are provided with the appropriate financial
information and that they understand the information in the reports.

During the past several years, the only financial information the Trustees received from
the Clerk consisted of a report showing cash balances by fund and a budget status report.
Although these reports were supposed to be prepared and submitted on a monthly basis,
the Trustees indicated that they did not consistently receive these reports and that in the
past, they would not be briefed on financial reporting for several months at a time. In
addition, the Trustees indicated that when the reports were prepared, the prior Clerk
typically would not conduct a presentation to discuss the meaning behind the reports. As
a result of this and weak financial management practices fostered in the past (see R2.3,
R2.4, R2.9, R2.11), the Trustees and department heads often have managed the
Township’s operations without an understanding of the true financial situation.

The Trustees should adopt a policy requiring bank reconciliations to be completed
by a specific date each month. For example, the policy could indicate that the bank
reconciliation must be completed by the last Board meeting of each month in order
to facilitate discussions. In addition, the Trustees should specify within the policy
that the Clerk present a hard copy of the monthly bank reconciliation and include a
brief description of all reconciling items as part of the monthly report packet
discussed in R2.2. These steps will help ensure that future bank reconciliations are
completed in a timely and accurate manner.
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R2.4

Lafayette Township has received citations in past financial audits for its failure to
complete bank reconciliations on a timely basis. In addition, the last financial audit
indicated that from January 1, 2002 through December 31, 2003, the Township did not
fully reconcile the bank balance and the cash balance in the accounting records. For
example, the financial audit noted that at the end of 2002 and 2003, there were
unreconciled differences of $1,022 and $4,757, respectively (the bank is in excess of the
books). According to the Trustees, when the prior Clerk resigned in September, 2005,
the bank reconciliations still were not being completed in a timely manner and had
unexplained variances.

After being appointed in December 2005, the interim Clerk worked to get all bank
reconciliations for 2005 completed accurately. During this process, the interim Clerk
found a discrepancy that showed the bank cashing an old check to the Bureau of
Workers” Compensation (BWC) for an incorrect amount. This discrepancy resulted in
the Township having a past due outstanding balance of $28,000 at BWC. However,
because bank reconciliations were not being completed timely and accurately, the
Township’s accounting records showed the workers’ compensation invoices as being
paid-in-full. As a result of the unpaid balance, BWC was going to remove the Township
from its group rating plan, which would have cost the Township at least $50,000 in
additional premiums. See the human resources section for additional discussions
concerning workers’ compensation.

The Trustees should request that the Clerk set regular hours each week to ensure
that bank deposits are being made on a timely basis. In addition, the Township
should consider adopting the three-day bank deposit waiver policy in order to
provide the Clerk with some flexibility if money cannot be deposited within 24
hours. Lastly, the Township should consider opening a direct deposit account with
STAR Ohio in order to reduce the volume of checks that must be deposited on a
daily basis. Taking these steps would allow for compliance with ORC requirements,
help improve the accuracy of the Township’s financial reporting, and minimize the
risk of lost or stolen checks. Hiring a qualified part-time clerical employee as
discussed in R3.4 should also help the Township implement this recommendation.

Lafayette Township has received financial audit citations in the past for not depositing
money with the bank in a timely fashion. ORC § 9.38 requires all monies received by
government entities to be deposited at a bank within 24 hours of receipt. In some
instances, the deposit can be made within three days of receipt, if the Township adopts a
policy waiver. The Trustees indicated that the prior Clerk never submitted a request to
adopt the three day waiver. However, the waiver would not have mattered in the past
based on the timing of the deposits. For example, the 2000 and 2001 financial audits
noted that $886,608 and $829,058 of deposits were made more than one month after the
monies were received. The Trustees indicated that the timeliness of deposits continued to
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be a problem through 2005. By failing to deposit money with the financial institution on
a daily basis, the Township increases the risk of these monies being lost or
misappropriated. In addition, the Township 1s reducing its available cash, thus increasing
the chances that it could overdraw its bank accounts.

ORC Section 3501.01 and 3503.02 indicates the qualifications needed to be a Township
Clerk, including the following in order to be eligible for election as a township officer:

. A citizen of the United States;

o 18 years of age or older;

o A resident of the state, county, and precinct for 30 days preceding the election;
and

. Registered to vote.

The ORC does not define the number of hours or work schedule to be maintained by a
township clerk. According to the Trustees, the prior Clerk did not maintain a regular
work schedule. As a result, bank deposits were completed in batches when it was
convenient rather than when required by state law. This inhibited the Trustees from
understanding the true financial picture of the Township. For instance, the Trustees noted
that due to the lack of timely bank deposits, the Township’s financial statements would
show a fund deficit in one month and then large surpluses the next month. Further, the
Township does not have any direct deposit agreements in place to eliminate the need to
prepare formal deposit slips, and transport cash and checks to the bank.

All three of the peer townships have accounts with STAR Ohio (State Treasury Asset
Reserve), which 1s an investment pool managed by the Ohio Treasurer of State. STAR
Ohio allows members to establish direct deposit agreements to have all state monies
(Local Government Funds, Gas Taxes, Permissive Taxes, etc) automatically deposited
into the entity’s STAR Ohio account. STAR Ohio advertises that the benefits of
membership include the following:

24-hour access to information on accounts;

Daily deposits and withdrawals without penalties;

Payment of interest on all deposits;

Competitive investment yields;

Full-time portfolio management provided by a professional;

Low costs; and

Strict adherence to the State statutes under the Uniform Depository Act.

All governmental agencies within Ohio are eligible to invest interim monies with STAR
Ohio.
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Investment Management

R2.5

C2.1

The Clerk and Trustees should review the investment policy to determine if a
formal Investment Advisory Committee (the Committee) is necessary to oversee the
Township’s investment activities. If the Township decides to establish a Committee,
it should update the policy to clearly indicate the roles and duties of the Committee
in future investment activities, and to formally define the size of the Committee and
qualifications for membership. The Trustees should also consider updating the
policy to stipulate that the Clerk present a monthly investment report (see R2.2) to
the Trustees and Committee (if applicable) that shows the principal value, market
value, rate of return and maturity date for each of the Township’s investments. In
addition, the policy should require that all investment options be discussed with the
Trustees and Committee (if applicable) prior to the Clerk signing a depository
agreement.

Furthermore, the Township should update the policy to clearly convey the role of
the Trustees and Clerk. For example, the policy could indicate that the Clerk will
be responsible for handling the daily banking activities and representing the
Township in all banking contracts while the Trustees will help the Clerk in making
investment decisions and overseeing the performance of the investments. Taking
these actions will provide the Trustees and the public with greater assurance that
the Township’s monies are being invested in an appropriate manner.

Lafayette Township has an investment policy, consistent with ORC Section 135.14, to
govern its investment activities. The purpose of the investment policy is to provide for
the complete safety of the portfolio’s principal value, assure adequate liquidity, and earn
a market rate of return. While the policy indicates that Clerk or other authorized persons
are responsible for the investment activity, it does not explain the role of the Trustees.
The policy also discusses a formal Investment Advisory Committee within the Township
that is supposed to review the policy annually for compliance and to assure the flexibility
necessary to effectively manage the investment portfolio. However, the Township’s
policy does not define the qualifications for membership on the Committee nor the
number of members comprising the Committee. In addition, the Trustees indicated that
there 1s no formal Investment Advisory Committee in actual practice and regular
investment reviews did not take place in the past. Furthermore, the Trustees indicated
that they were not familiar with how the previous Clerk was investing the money nor did
they receive any type of investment reports in the past.

Lafayette Township achieves higher investment revenues in comparison to the
peers, and obtains interest rates that are similar to STAR Ohio. In addition, Tables
2-4 and 2-5 show that the Township’s interest revenues increased approximately 30
percent in 2005.
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R2.6 The Township Clerk should correct prior errors in allocating interest receipts and
ensure that future receipts are allocated in accordance with Ohio Constitutional
requirements.

ORC §135.14 stipulates that the treasurer or governing board of an entity may invest or
deposit any part or all of its interim monies. The following classifications of obligations
shall be eligible for such investment or deposit:

o United States treasury bills, notes, bonds, or any other obligation or security
issued by the United States treasury;

o Bonds, notes, debentures, or any other obligations or securities issued by any
federal government agency;

o Interim deposits in the eligible institutions applying for interim monies;

. Bonds and other obligations of this state; and

. No-load money market mutual funds.

Lafayette’s current investments consist of certificates of deposit (CDs) and checking
accounts, which are in compliance with ORC §135.14. Table 2-3 shows Lafayette
Township’s investments as of March 29, 2006.

Table 2-3: Lafayette Township’s Investments
Type of Investment Current Value Purchase Date Maturity Date Interest Rate
Certificate of Deposit $200,000 11/2/2005 5/2/2006 4.39%
Certificate of Deposit $200,000 1/30/2006 5/30/2006 4.69%
Certificate of Deposit $150,000 12/30/2005 3/30/2006 4.20%
Certificate of Deposit $200,000 3/3/2006 7/3/2006 4.77%
Average
Total Investments $750,000 Interest Rate 4.51%

Source: Lafayette Township

Table 2-3 shows that as of March 29, 2006, Lafayette had invested a total of $750,000 in
certificates of deposit that were earning an average interest rate of approximately 4.5
percent. By comparison, the current value of Randolph’s total investments was $269,252
on January 11, 2006, with an average interest rate of approximately 2.7 percent. In
addition, Brunswick Hills and Guilford primarily use the Ohio State Treasury Asset
Reserve (Star Ohio) to handle the majority of their investments. The overnight yield at
Star Ohio was 4.5 percent on March 23, 2006. STAR Ohio is an investment pool
managed by the Ohio Treasurer of State.

Table 2-4 compares Lafayette’s interest earnings from all funds to the peers on a per
citizen basis.
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Table 2-4: Interest Receipts Per Citizen

Lafayette Lafayette Brunswick Guilford Randolph Peer
2004 2005 Hills 2004 2004 Avg,
2004
Interest Receipts $19,732 $25,692 $12,638 $17,673 $4,127 $11,479
Citizens 5,476 5,476 5,469 5,447 5,504 5473
Interest per Citizen $3.60 $4.69 $2.31 $3.24 $0.75 $2.10

Source: AOS Uniform Accounting Network and 2000 Census

Table 2-4 shows that Lafayette Township is receiving more in interest receipts than all of
the peers, in total and on a per citizen basis. Table 2-4 also shows that the Township
increased its interest receipts by 30 percent in 2005.

Table 2-5 compares the Township’s interest receipts as a percentage of total revenues to

the peers.

Table 2-5: Interest as a Percent of Total Revenue

Lafayette Lafayette Brunswick Guilford Randolph Peer
2004 2005 Hills 2004 2004 Avg.
2004
Interest Receipts $19,732 $25,692 $12,638 $17,673 $4,127 $11,479
Total Revenue $1,361,066 $1,522,162 $2,367,269 $1,789,259 $1,218,933 $1,791,820
Interest as a % of
Total Revenue 1.4% 1.7% 0.5% 0.9% 0.3% 0.6%

Source: AOS Uniform Accounting Network

Table 2-5 shows that Lafayette Township’s interest receipts represented 1.4 percent of
the total revenues in 2004 while the peer average was only 0.6 percent.

Although Tables 2-4 and 2-5 show that the Township is maximizing interest revenue
when compared to the peers, the Township was cited in the 2003 financial audit for
improperly recording interest receipts. For example, the financial audit noted that in 2002
and 2003, the Township erroneously recorded $1,691 and $946 of interest receipts in the
General Fund that should have been posted to the Motor Vehicle, Gasoline Tax, and
Permissive Motor Vehicle License Tax Funds. This violates the Ohio Constitution,
Article XII, Section 5a, which indicates that money earned from the investment of motor
vehicle and fuel taxes must follow the principal. As a result, the Township’s General
Fund interest receipts were overstated by approximately eight percent in 2002 and 16.5
percent in 2003 (two-year average of 12 percent). The Trustees indicated that the new
Clerk is just beginning to correct this issue and that the 2004 and 2005 interest receipts
within the General Fund are probably overstated as well. The potential overstatement in
the General Fund has no impact on the figures reported in Table 2-4 and 2-5 since these
tables capture total interest receipts in all funds.
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Budgeting Practices

R2.7 The Township should adopt formal policies and procedures for the budget process
that establish key milestones and responsibilities for developing the annual budget.
Such policies and procedures should ensure that the budget is adopted by December
31 while allowing for stakeholder input and improved accuracy. For example, the
Trustees could consider a policy that indicates that the formal budget process will
begin in September with the Clerk preparing revenue estimates and department
heads submitting their initial budget requests. The Trustees could then spend
October and November reviewing the budget proposals from the department heads
to ensure that they are consistent with the Township’s goals, and that they are in
line with the projected revenues. The Trustees could also work with the Clerk in
October and November to review each revenue source in detail to ensure that all
relevant issues have been considered and to begin preparing the formal budget
document (see R2.8).

Developing the budget within this timeframe would allow the Trustees to use the
first meeting in December as an opportunity to discuss budget issues and priorities
with interested community members. The Township could then either adopt a
temporary budget (if revisions are needed based on community input) or the final
budget at the second Board meeting in December. To ensure the budget is
developed according to Lafayette’s policies and goals, the Township should develop
budget guidelines and instructions for each annual budget.

Lafayette’s process for preparing the annual budget starts in early December. FEach
Trustee meets with the Clerk on an individual basis to discuss the payroll estimates,
health insurance, and other similar cost estimates. Revenue estimates are based on the
County Auditor’s property tax certifications for the upcoming year and the Clerk’s
knowledge of the other revenues. Once the budget estimates are prepared, the Trustees
collectively review the proposed budget, make any necessary changes and adopt it prior
to year-end. Pursuant to ORC Section 5705.38(A), the Trustees are required to pass a
temporary or permanent appropriation measure on or before January 1.

Although the Township’s process complies with ORC Section 5705.38 (A), allowing
only one month for budget development prevents the Township from obtaining input
from department heads and the community. For example, the Police Chief indicated that
he does not play an active role in determining the budget priorities or allocations for the
Police Department. In addition, the Township does not hold special meetings to discuss
budget priorities with the community prior to adoption.

The Township’s one-month timeframe also does not allow for a thorough review of the
projected revenues and expenditures. For example, the Township’s 2006 budget projects
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R2.8

that revenues from tangible property taxes will increase slightly despite annual declines
the last three years and the accelerated phase-out associated with HB 66 (see tangible
property tax discussion in the forecasting section). In addition, the total General Fund
revenues budgeted for 2006 ($142,449) do not match the projections on the certificate of
estimated resources provided by the County Auditor’s Office ($174,429). The Township
does not have a formal policy outlining key milestones and responsibilities in the budget
development process.

The Government Finance Officers Association (GFOA) recommends numerous elements
for incorporation in the budget process that are encompassed within four general
principles: establish broad goals (see R2.8), develop approaches, develop the budget, and
evaluate performance. Some of the key elements include the following;:

. Develop budget guidelines and instructions for each budget cycle to help ensure
the budget is prepared in a manner consistent with government policies and the
desires of management and the legislative body;

. Develop a comprehensive budget calendar that specifies when budget tasks are to
be completed and identifies timelines for those tasks;

o Develop mechanisms to identify stakeholder concerns, needs and priorities, such
as through public hearings, surveys, and meetings; and

. Monitor, measure, and evaluate budgetary performance, such as by reviewing
budget-to-actual or budget-to-projected actual comparisons of revenues,
expenditures, cash flow, and fund balance (see R2.2).

The Township should prepare a budget document that contains detailed supporting
materials highlighting the Township’s goals, objectives and key issues for the
ensuing year. Furthermore, the document should be made available to the public
and should identify financial trends and other factors affecting the budget,
including the long-range outlook and expected tax collections, anticipated future
borrowing, and projected ending fund balances. Lastly, the document should
include staffing levels and organizational information, and charts and graphs to
improve the document’s readability. The GFOA has compiled guidelines for the
preparation of recommended budget documents which the Township may find
useful in this effort (also see R2.7).

The Township’s budget is primarily built on projections using historical information, and
1s not guided by a mission statement or specific goals and objectives. In addition, no
formal budget document is prepared, published, or circulated. The only document
prepared is the appropriation resolution, which quantifies anticipated expenditures, but
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R2.9

does not include explanations and justifications for spending levels. Furthermore, the
appropriation resolution does not link planned expenditures to the accomplishment of the
Township’s goals and objectives, which limits accountability and prevents the
community from evaluating the use of its tax dollars. According to the Government
Finance Officers Association (GFOA), a good budget process is characterized by several
essential features including the following:

Incorporates a long-term perspective;

Establishes links to broad organizational goals;

Focuses budget decisions on results and outcomes;

Involves and promotes effective communication with stakeholders; and
Provides incentives to government management and employees.

These practices make it clear that the budget process is not simply an exercise in
balancing revenues and expenditures one year at a time, but should be strategic in nature,
encompassing a multi-year financial and operating plan that allocates resources on the
basis of identified goals.

The Township should strengthen existing internal controls to minimize risks
involved in the budgeting and purchasing processes. Specifically, the Trustees
should assist the Clerk in the development of a formal internal control structure
which would help establish a formal banking and accounts payable cycle, eliminate
unapproved manual overrides of flags in the accounting system, improve
management reporting, ensure bank reconciliations are completed accurately and
timely, obtain Trustee approval for transfers and investments beforehand, and limit
the use of blanket purchase orders.

In order to establish effective internal controls, the Township should develop the
formal policies discussed in this section of the report, as well as written goals and
objectives that include operational, financial reporting, and compliance objectives.
This will help the Township communicate the importance of internal controls to
employees at all levels of the organization, and inform them of their role in the
internal control structure. The Clerk and Trustees should carefully review the
existing internal control structure to identify other weaknesses and make
adjustments accordingly. Furthermore, the Township should periodically review the
internal control structure to identify any new or previously uncontrolled risks.

Once the budget is adopted, the Township uses the Uniform Accounting Network (UAN)
computer system to record accounting transactions and to monitor budgetary status. The
UAN has automatic flags built into the system to prevent the entry of purchases that
exceed the budget. However, the Trustees noted that the previous Clerk overrode the
system and allowed deficit spending at the line-item level. As a result, the Township
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received citations in past financial audits related to overspending of appropriations.
Other internal control weaknesses that were identified in this performance audit and in
past financial audits include the following:

. Lack of a regular bank deposit and accounts payable cycle has resulted in
inaccurate financial reports and the potential for lost revenues and late fees (See
R2.5 and R2.11);

o Inaccurate and untimely bank reconciliations (See R2.3);

. Limited monthly financial reporting, which prevents management oversight and
contributes to the current financial difficulties within the Police Fund (See R2.2);

o Lack of Trustee involvement in past investing transactions (See R2.5); and

J Frequent use of blanket purchase orders and “then and now” certificates, which

limit appropriate levels of oversight. Then and now certificates can be used in
cases where a purchase order was not issued before the purchase was made. In
these cases, the then and now certificate verifies that a sufficient sum was
appropriated and free of any encumbrances both at the time of the contract or
order and at the time of the certificate. The frequent issuance of then and now
certificates indicates that the Township is regularly bypassing the purchasing
system.

The Township received a qualified opinion on the 2003 financial statements, due in part
to the weak internal control structure in place at the Township. More specifically, the
financial audit noted that the Township had several internal control deficiencies which
could adversely affect its ability to record, process, summarize and report financial data.

The Committee of Sponsoring Organizations of the Treadway Commission (COSO) is a
voluntary private sector organization dedicated to improving the quality of financial
reporting through business ethics, effective internal controls, and corporate governance.
It was originally formed in 1985 to sponsor the National Commission on Fraudulent
Financial Reporting. COSO broadly defines internal control as a process, affected by an
entity’s board of directors (in this case the Trustees), management, and other personnel,
designed to provide reasonable assurance regarding the achievement of objectives in the
following categories:

o Effectiveness and efficiency of operations;
o Reliability of financial reporting; and
J Compliance with applicable laws and regulations.

According to COSO, internal control consists of the following five interrelated
components:
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L Control Environment sets the tone of an organization, nfluences the control
consciousness of its people, provides discipline and structure, and includes the
integrity, ethical values and competence of the entity’s people; management's
philosophy and operating style; the way management assigns authority and
responsibility, and organizes and develops its people; and the attention and
direction provided by the board of directors.

L Risk Assessment identifies and analyzes relevant risks to the achievement of the
objectives, forming a basis for determining how the risks should be managed.
Requires the establishment of objectives, linked at different levels and internally
consistent, and the need to identify and deal with the special risks associated with
change.

o Control Activities include the policies and procedures that help ensure
management directives are carried out and necessary actions are taken to address
risks, such as approvals, authorizations, verifications, reconciliations, reviews of
operating performance, security of assets and segregation of duties.

. Information and Communication must be identified, captured and
communicated in a form and timeframe that enables people to carry out their
responsibilities, and must flow down, across and up the organization. All
personnel must receive a clear message from top management that control
responsibilities must be taken seriously. They must understand their own role in
the internal control system, as well as how individual activities relate to the work
of others.

. Monitoring of internal control systems to assess the quality of the system’s
performance over time, accomplished by ongoing monitoring activities, separate
evaluations or a combination of the two.

The Massachusetts Comptroller’s Office indicates that internal controls are tools that help
agencies be effective and efficient while avoiding serious problems such as overspending,
operational failures, and violations of law. Moreover, internal controls provide reasonable
assurance that management meets its obligations and fulfills its responsibilities.
Designing and implementing internal controls is a continuous process — as conditions
change, control procedures may become outdated and inadequate.
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Purchasing Practices

R2.10 The Clerk should work with the Trustees to develop a comprehensive purchasing
manual. The manual should clearly delineate approval paths, explain purchasing
authority, distribution and receiving procedures, disposal of obsolete and surplus
property, and reiterate statutory requirements. Furthermore, the manual should
include key purchasing policies and procedures, such as the following:

. Competitive pricing and quotes: The policies should address dollar
thresholds and types of purchases that are subject to competitive pricing.
The policies should also address at what threshold written or verbal
quotations should be obtained, and how documentation of the quotations will
be maintained.

. Requests for proposals: The policies should require that requests for
proposals be used for purchased services to ensure the Township obtains
services at the best possible price, and that vendor selection is made
objectively. Although RFPs will differ depending upon the service, the
Township should work with its Legal Counsel to develop appropriate RFP
templates and identify key items for inclusion in all RFPs, such as terms,
conditions, evaluation process, performance expectations, and reporting
requirements.

. Vendor performance monitoring: The Township should develop a policy that
requires a vendor performance monitoring program. Information that should
be monitored include: quality of goods and services, timeliness of deliveries,
vendor responsiveness to problems, frequency of goods being out of stock,
pricing variances, and complaints.

The manual should also provide users with current step-by-step instructions for
making purchases. Each operational unit should be provided with at least one copy,
distributed at a meeting during which the contents of the manual are reviewed in
detail, so as to familiarize the attendees with the correct purchasing procedures.
This manual should be updated and distributed to all operational units and
departments on an annual basis or whenever significant changes occur. Once
implemented, compliance with these policies and procedures should be monitored
throughout the year.

The Township does not have a formal purchasing manual or policies that detail the
required procedures for making a purchase. More specifically, the Township does not
have any policies that stipulate when bidding, price quotes and requests for proposals are
to be used to obtain goods and services.
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According to the ORC Section 307.86, competitive bidding is required in the following

circumstances:

J Purchasing materials, machinery and tools to be used in constructing, maintaining,
and repairing roads and culverts, where the amount exceeds $15,000;

. Contracting for the maintenance or repair of roads, where the amount involved
exceeds $15,000;

J Contracting for the construction and erection of a memorial building or
monument;

. Contracting for equipment for fire protection purposes;

. Contracting for street lighting systems or street lighting improvements where the
cost exceeds $15,000; and

o Contracting for building modifications to yield energy savings.

Although the Township does not have a formal purchasing manual or policies, the
Trustees indicated that the Township complies with the competitive bidding requirements
stipulated in the ORC. In addition, the Township did not receive any citations related to
competitive bidding during the 2003 financial audit. Nevertheless, the lack of a
comprehensive purchasing manual, and formal policies and procedures creates greater
risk in the purchasing process, including the possibility of unauthorized purchases. It also
inhibits the Township from ensuring that it purchases goods and services from the “best”
vendors.

According to the Texas State Board of Education in its Financial Accountability System
Resource Guide (2003); a good purchasing manual typically will address the following
items:

Purchasing goals and objectives;

Statutes, regulations and board policies applicable to purchasing;
Purchasing authority;

Requisition and purchase order processing;

Competitive procurement requirements and procedures;

Vendor selection and relations;

Receiving;

Distribution; and

Disposal of obsolete and surplus property.

The Voinovich Center for Leadership and Public Affairs’ Contract Management Manual
(2001) recommends numerous elements for inclusion in an RFP, including the following:
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R2.11

Time table for the RFP process;

Request that vendors submit a budget for the project or service;

Detailed description of the services that will be performed under the contract;
Vendor disclosures and a conflict of interest statement;

Disclaimer indicating that the contracts resulting from the proposals are
contingent on the availability of funds;

Proposal delivery date, time, and address;

Description of the evaluation process for proposals;

Terms and conditions;

Vendor project requirements and qualifications;

Project deliverables, including performance expectations; and

Reporting requirements.

The Contract Management Manual provides suggestions for planning and evaluating
RFPs. It also indicates that monitoring vendor performance is an important step in
contract management because it assures that services are delivered within terms of the
contract and quality assurance standards are met.

In conjunction with developing the formal purchasing manual (see R2.10) and
improving internal controls (see R2.9), the Township should clearly delineate
purchase order approval paths to ensure that all proposed purchases are approved
beforehand. In addition, given the impact the purchasing process has on the
integrity of the Township’s financial system, the Trustees should consider revising
the entire process and no longer providing department heads with pre-printed
purchase order forms. Rather, the Trustees should consider implementing a formal
requisition process in which a department head completes a requisition (request) for
a proposed purchase and then submits it to the appropriate Trustee for
consideration. Assuming the Trustee agrees that the purchase is necessary and all
policies have been followed (see R2.10), he or she would then approve the requisition
and forward it to the Clerk for input into the UAN system and for funds availability
certification. If the funds are available, the Clerk would then sign the requisition,
assign a purchase order number and send a copy of the purchase order back to the
department head to use in ordering the goods or services. If the proposed purchase
exceeds the available budget, the Clerk should reject the requisition until the
Trustees and department head make the necessary appropriation adjustments.

Implementing a process similar to the one outlined above will help eliminate many
of the Township’s past audit citations while also improving the integrity of the
financial records. However, for the process to be timely and effective, the Clerk will
need to maintain a regular work schedule (see R2.4), the Township will need to hire
a qualified part-time clerical employee who can sign purchase orders in the absence
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of the Clerk (see R3.4), and the department heads will need to be provided with
budgetary reports on a monthly basis (see R2.2). By having the Clerk maintain a
regular work schedule (see R2.4) and hiring a part-time clerical employee (see R3.4),
the Township will also be better able to establish a regular accounts payable cycle
(bi-weekly), which should eliminate the late fees and customer relation problems
that occurred in the past.

The Township has experienced problems in the past with purchase orders not being
completed prior to department heads making purchases. More specifically, the 2003
financial audit noted that 35 out of 80 expenditures tested (44 percent) did not have the
necessary approvals prior to incurring the obligations. ORC § 5705.41(D) requires that
no subdivision or taxing unit make any contract or order any expenditures of money
unless the availability of funds has been certified by the Clerk prior to incurring the
obligation.

The Township’s non-compliance with ORC § 5705.41(D) is due, in part, to an inadequate
purchasing process in which key steps are often bypassed. For example, the Trustees
indicated that in the past, department heads would complete a purchase order and submit
it to the Clerk for fund certification. However, the prior Clerk would often deny the
purchase even if money was available because she felt the purchase was not needed.
Consequently, the department heads began receiving permission for purchases from the
Trustees without notifying the Clerk until they had already contracted with a vendor and
had received the invoice. In these instances, the Clerk was forced to find ways to pay for
purchases that were not encumbered beforehand. In addition, because department heads
were not receiving monthly budgetary reports (see R2.2), these types of purchases were
made without an awareness of the budget ramifications. The Township provides each
department head with pre-numbered purchase order forms. Therefore, it is possible for
department heads to place an order without having approvals from the Clerk or Trustees
by verbally providing the vendor with the purchase order number.

The Township received a qualified opinion in the 2003 financial audit due to weak
internal controls (see R2.9) and its non-compliance with ORC § 5705.41(D). Specific
financial audit citations and other problems that have resulted from the Township’s weak
purchasing practices include the following:

. Inappropriate Budget Modifications: The 2003 financial audit cited the
Township for modifying appropriations in the accounting system without prior
approval from the Trustees. As a result of the budget modifications, the Township
was also cited for having expenditures which exceeded the available revenues
shown on the certificate of estimated resources.
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R2.12

J Unauthorized Transfers: The 2003 financial audit cited the prior Clerk for
transferring money between funds without prior Trustee approval.

J Weakened Internal Controls: To account for expenditures after a purchase had
already been made, the Township turned off the automated flags in the accounting
system that prevent a purchase from exceeding the line-item budget (see R2.9).

J Inconsistent Account Coding: To cover deficits within certain funds that resulted
from unanticipated purchases, the Trustees indicated that the prior Clerk charged
expenditures to inappropriate accounts. For example, certain Police Department
expenditures were charged to the General Fund rather than the Police Fund based
on budget availability.

The Trustees also indicated that the Township has had to pay late fees to vendors in the
past due to not having a regular accounts payable cycle (vendor payment process) and
having significant weaknesses in internal control structure. For example, the Trustees
noted that the Township’s high health care premiums are partially due to an inconsistent
payment history (see R3.1). In addition, the Township was almost removed from its
workers compensation group rating plan in 2005 for not paying $28,000 that was owed
from previous years (see R3.3). Lastly, the Township incurred $8,411 in late fees
associated with debt payments that were not made on a timely basis from 1999 through
2004 (see the forecast section for more details on the Township’s late fees).

Financial Implication: Based on the amount of late fees incurred over the past six years,
the Township could achieve a minimum annual savings of approximately $1,400 if it
revised the accounts payable process to eliminate late payments.

Lafayette Township should consider joining consortiums, such as the Ohio
Department of Administrative Services (DAS) and the Northeast Ohio Public
Energy Council (NOPEC), to obtain discounted prices on commonly used items and
utilities. In addition, joining consortiums will provide the Township with an easy
mechanism to obtain price comparisons once the formal purchasing policies are
implemented (see R2.10).

Lafayette does not regularly use consortiums to obtain discounted prices. For example,
the Township purchases health insurance, motor fuel, office supplies and basic utilities
without using competitive bidding or consortiums to obtain price comparisons. However,
the Trustees indicated that they do obtain informal price quotes for utilities at the
beginning of the year.

The Ohio Department of Administrative Services (DAS) purchasing consortium allows
for cost savings and convenience by allowing its members to purchase supplies and
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services through State administered contracts. DAS advertises that the cooperative
purchasing program allows members to save on hundreds of items including the
following:

Police cars;

Tires and tubes;

Office and janitorial supplies;
Fire equipment;

Office equipment;
Computers;

Natural gas;

Mobile radios; and

Motor fuel.

The current DAS membership fee for townships with a population under 10,000 is $110
annually. In addition, DAS indicates that the membership fees have remained
approximately the same since 1996 due to the growing participation over the past several
years. Regarding potential savings on purchases by participating in DAS’ cooperative
purchasing program, DAS indicates that discounts vary by product, but could be as high
as 30 to 40 percent on some items.

In addition to DAS, there are other consortiums the Township could join to help offset
rising utility costs. For instance, the Northeast Ohio Public Energy Council (NOPEC)
consists of 118 member communities, large and small, spread across eight Northeast Ohio
counties. Voters in each of these communities approved the formation of NOPEC, by
passing ordinances that authorized their local governments to aggregate all utility
customers within the community. NOPEC provides townships with the opportunity to
buy in bulk and lock in prices for their electric and natural gas. NOPEC advertises that
they are the largest public aggregation in the United States.

Financial Implication: 1t would cost the Township approximately $110 annually to join
the DAS purchasing consortium. Assuming that the Township reduced supply and
material expenditures by at least five percent as a result of participating in consortiums, it
would save approximately $7,400 annually. This is based on supply and material
expenditures in 2005. Although not readily quantifiable, the Township could also reduce
costs within purchased services (e.g., utilities) and capital outlay (e.g., police vehicles) by
participating in consortiums.
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Economic Development

R2.13 During the process of developing the new comprehensive plan, the Township should
consider conducting a new survey of the residents to determine their current
thoughts and feelings about commercial, industrial and residential development.
The overall philosophy of the new plan should be tailored to the results of the
survey. When developing the survey, the Township should clearly convey the
benefits and costs of development. For example, while expanding commercial and
industrial development would alter the demographic makeup of the Township, it
would generate additional revenue to support Township services. As a result, this
would potentially minimize the future tax burden on residents. Regardless of the
survey results, the new plan should be designed to include the items missing from
the 1987 plan and strategies to overcome the identified barriers noted below.

A well designed comprehensive plan can serve as a blueprint for translating
identified community needs and objectives into working projects, which would help
the Township target its economic development according to the desires of its
community and help enhance its overall development. This, in turn, would help
improve the Township’s financial standing. Furthermore, a well designed
comprehensive plan could help the Township coordinate development projects with
surrounding communities, in an effort to maximize available resources.

Lafayette does not have a current comprehensive plan to guide operations. The
comprehensive plan used by the Township was prepared by the Medina County Planning
Commission in August, 1987 and was developed based on a population estimate of 3,847
from 1984. Based on the 2000 census, Lafayette’s population is now 5,476. In addition,
after conducting two surveys of Township residents, the comprehensive plan was
designed with the primary goal of limiting commercial development and trying to
maintain the Township’s status as a rural community. For example, 83 percent of the
residents indicated that they would like the Township to remain a rural-residential
community in the future. Furthermore, 63 percent indicated that the Township should not
expand its current light industrial district or create another one elsewhere in the
Township. According to Township Trustees, these preferences still exist among the
current residents.

Based on a review of Lafayette’s comprehensive plan in comparison to standards
recommended by the University of Missouri, and to the comprehensive plan used by
Painesville Township, the following elements are applicable to township government yet
missing from the current plan:

. Strategies for attracting new employers, obtaining outside sources of capital, and
making existing employers more competitive;
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R2.14

L An approach for identifying and facilitating residential housing growth
opportunities; and

J A marketing program that emphasizes community assets and available resources.

The Township recently received a $5,000 grant for economic development from the
Medina County Planning Commission. The Trustees are using this money to develop a
new comprehensive plan and are in the process of interviewing companies to assist in this
endeavor. In addition to the absence of an updated comprehensive plan, Lafayette faces a
number of unique barriers to future economic and housing growth, including the
following:

J Limited industrial zoning areas: Lafayette is predominantly a residentially

zoned community. Consequently, there are only limited areas in the Township
which are zoned for commercial/industrial activity. This hinders Lafayette’s
ability to offer tax abatements and other incentives to attract new businesses.
Zoning changes must be approved by the Medina County Planning Commission,
Lafayette’s Zoning Commission and Trustees (See R2.18).

o Limited outreach to available community resources: The Township is not a

member of the area Chamber of Commerce and has not taken full advantage of
the economic development resources available through the Ohio Department of
Development (ODOD) (See R2.16).

. Limited ability to provide water and sewer services: Although Medina County
is providing centralized water and sewer services to certain areas of the
Township, other areas still receive these services through wells and septic tanks
(See R2.18).

The Township limits its ability to attract new employers, facilitate residential housing
growth, and overcome the barriers and limitations noted above by not having an updated
plan that addresses these issues.

The Township should designate one of the Trustees to be responsible for
centralizing its economic development activities. This person should function as the
Township’s liaison in interacting with the Chamber of Commerce (R2.16), the Ohio
Department of Development (R2.16), the Community Improvement Corporation
(R2.17), and other interested parties. This person should also be responsible for
overseeing the website development as it relates to economic development (R2.15),
implementing and updating the comprehensive plan (R2.13), and tracking economic
indicators and reporting them to the Board. The following are examples of
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R2.15

economic indicators that could be tracked and reported to the Board on a periodic
(e.g., quarterly) basis:

New businesses and subsequent property tax revenue;
New jobs created;

Private investments introduced;

Yalue of new home construction;

Number of residents entering and exiting the area;
Tax abatements issued; and

Zoning areas created.

Centralizing the economic development responsibilities in one position will better
ensure that economic development activities are taking place and that critical
information will be available for future Board decisions. Once the Township
centralizes the economic development function and implements other
improvements, including the recommendations in this performance audit, the
Trustees should begin reviewing the annual budget to identify appropriate funding
for economic development purposes. In addition, the Township should develop
formal economic development policies and procedures to ensure activities are
appropriately carried-out, and to serve as an adequate resource and guide for staff.

Lafayette has not designated any one person to be in charge of economic development.
Currently, the Trustees divide oversight responsibilities, with each Trustee handling one
specific area in the Township such as police, fire and road. However, no one takes any
formal responsibility for overseeing the Township’s economic development activities. In
addition, the Township does not dedicate any portion of the annual budget to economic
development activities, nor does it have formal policies regarding economic
development. As a result, important economic data has not been formally tracked and
discussed at Board meetings in the past.

The Trustees indicated that they are informally aware of various projects and activities
taking place within the Township. However, by not tracking and reviewing data such as
new housing starts, number of residents moving into and out of the Township, and the
financial status of local businesses, it will be difficult for the Board to determine the
effectiveness of current economic development strategies and whether to alter strategies
or develop new ones. This could also prevent the Township from identifying future
demands for government services (e.g., water and sewer, expanded police and fire, etc.).

The Township should re-design its website to include information that would be
useful to potential investors and homebuyers. Once the website is complete, the
Township should ensure that it is maintained and updated on a regular basis to
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R2.16

include current information. This would allow the Trustees to take advantage of an
easy and inexpensive method to promote the Township to potential investors and
homebuyers.

Lafayette is in the process of developing a new website. A local citizen has agreed to
develop the website free-of-charge during his spare time. However, the website has not
been updated since April, 2005 and now includes some information that is outdated. For
example, the listing of Township officials shows the prior Clerk as still working for the
Township.

From an economic development standpoint, the current website does not include
information that may be useful to potential investors and homebuyers. For example, the
website lacks links to area businesses, local real estate agencies, the Medina County
Chamber of Commerce, the Medina County Planning Commission, the Ohio Department
of Development and other similar resources. In addition, the website does not include
other Township-specific information such as census data, land values, median income,
tax rates, and road and zoning maps. The absence of such information on the website
inhibits potential investors and homebuyers from easily accessing relevant and useful
information about the Township. West Chester Township, in Butler County, has
developed a comprehensive website that includes many of the items noted above
(www.WestChesterOH.org).

The Township should become a member of the Medina Area Chamber of
Commerce (MCOC), and collaborate with MCOC, the Ohio Department of
Development (ODOD) and other similar organizations to take advantage of
available economic development resources. For example, if the citizen survey (see
R2.13) indicates that an industrial park on the outskirts of the Township would be
feasible, the Township could use ODOD (Rural Industrial Park L.oan) to obtain low
interest financing for the project. Once construction is underway, the Township
could use the Medina Area Chamber of Commerce and ODOD to advertise the
park’s availability.

The Township does not take full advantage of available local and regional resources to
assist with commercial/industrial economic development activities. For example, the
Township is not a member of the Medina Area Chamber of Commerce (MCOC), which
could provide opportunities to market potential sites for business via networking and
advertising. According to a representative from MCOC, benefits of membership include
the following:

. Web page link to individual businesses;
. Tax incentive programs;
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R2.17

o Advertising opportunities; and
. Networking with influential businessmen.

Furthermore, the Township has not collaborated with the Ohio Department of
Development (ODOD) on projects in the past. Specifically, ODOD can assist local
governments in facilitating the following business incentives:

J Ohio Enterprise Bond Fund: Provides funding for land and building acquisition,
construction, expansion, or renovation, as well as equipment purchases for
commercial or industrial projects costing between $1.5 million and $10 million.

L Ohio Qualified Small-Issue Bond Program: Provides low-interest financing for
small manufacturing facilities.
o 166 Direct and Regional Loans: Provides loans for land and building acquisition,

expansion, or renovation, as well as equipment purchases and road improvements.
The maximum benefit ranges from 30 percent of eligible fixed costs ranging from
$350,000 to $1,000,000 for the Direct Loan to 40 percent of total eligible fixed
costs up to $350,000 for the Regional Loan.

. Pioneer Rural Loan: Provides direct loans for businesses locating or expanding in
rural areas.

J Minority Direct Loan: Provides loans for the purchase or improvement of fixed
assets for State-certified minority owned businesses.

. Ohio Mini-Loan Guarantee Program: Provides loan guarantees for small business
projects costing $100,000 or less.

o Rural Industrial Park Loan: Provides direct loans and guarantees to rural,
distressed local communities committed to creating industrial parks.

. Urban and Rural Initiative: Provides assistance to municipalities and non-profit

economic development organizations in distressed areas for land acquisition,
infrastructure improvements, renovation of existing buildings, and brownfield site
remediation.

By not taking advantage of available local and regional resources to assist with
commercial/industrial economic development activities, the Township minimizes
outreach and potentially inhibits development.

Financial Implication: A membership with the Medina Area Chamber of Commerce
would result in an annual expenditure of $136.

The Township should wuse the results of its citizen survey and updated
comprehensive plan (see R2.13) to determine whether to establish a Community
Improvement Corporation (CIC). If the Township establishes a CIC, it most likely
will have to donate or loan start-up funds to the organization. However,
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establishing a CIC and designating it as the economic agent for the Township would
ensure that economic development becomes and remains a priority for the
Township. If the Township designates a CIC as its development agent, it should
include appropriate controls and language in the articles of incorporation to ensure
the CIC’s activities remain in line with the Township’s economic development goals.
In addition, a CIC would allow the Township to use creative financing programs to
help achieve the goals of the comprehensive plan.

Lafayette has not established a Community Improvement Corporation (CIC). A CIC is a
nonprofit corporation organized for the purpose of strengthening and promoting the
industrial, economic, commercial, and civic development of a Township pursuant to ORC
Chapter 1724. Specifically, a CIC would enable Lafayette to perform the following:

. Issue industrial development bonds (IDB) to finance projects headed by a
business entity desiring to build or expand business within the Township;

J Borrow money for any purpose of the corporation by issuing debt which is
secured by a mortgage or other lien on its property;

o Make loans to persons, partnerships, corporations, or other business organizations
and to regulate the terms and conditions of such loans; and

. Acquire real estate for the purpose of constructing, operating, maintaining, or
leasing industrial plants or business establishments or to sell such property; and
promote various ODOD programs.

A CIC can be established by filing articles of incorporation with the Secretary of State’s
office. Once the articles are approved, an organizational meeting is then held to elect a
Board of Trustees and officers, and to adopt a code of regulations. During the process of
creating the CIC, ORC Chapter 1724 indicates that the Trustees may want to consider
designating the CIC as the agent for the Township’s economic development activities.
Doing so would enable the CIC to approve or certity projects for industrial development
bond financing as well as participate in other programs offered through ODOD. In
addition, a CIC, when designated as the agent by the Township, must also prepare an
economic plan which shows how the CIC will participate in the accomplishment of the
Township’s overall goals. For funding purposes, the legislation (ORC 1724) indicates
that a CIC may accept donations of funds, supplies, equipment and other personal
property or services to help pay expenses. The CIC may use these contributions for any
authorized purpose under Chapter 1724 of the Ohio Revised Code. In summary, ORC
Chapter 1724 gives the Trustees broad discretion in establishing the CIC’s organizational
structure and operating procedures through the adopted articles of incorporation.
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R2.18

Liberty Township in Trumbull County established a CIC consisting of three board
members for the purpose of purchasing properties which are going through foreclosure.
Liberty Township and the CIC then use these properties to facilitate future economic
development activities. In addition, West Chester Township in Butler County established
a CIC consisting of five board members. The stated mission of the West Chester CIC is
to aggressively encourage and assist in the growth of West Chester’s business sector
through the attraction and expansion of companies and projects which will positively
impact the community. The West Chester CIC accomplishes this mission by working
closely with the Trustees, stakeholders and community to offer incentives and programs
designed to encourage development.

Lafayette should consider allowing some economic development in the commercially
zoned property on the outskirts of the Township. A CIC (see R2.17) could assist the
Township in obtaining more areas of land on the outskirts of the Township, which
could be used to facilitate future economic development. The Township should also
consider petitioning the Planning Commission and Zoning Commission to provide
more areas of land that could be zoned for commercial or industrial purposes.
However, prior to allowing commercial or industrial development and requesting
any zoning modifications, the Township should make sure that these proposed
changes are consistent with the land use plans and survey results contained in the
updated comprehensive plan (see R2.13).

Lafayette faces a major barrier to economic development due to limited
industrial/commercial zoning areas. Lafayette is predominantly a residentially zoned
community with a significant amount of non-taxable park land and land owned by other
governments (Medina County) within its boundaries. Consequently, only a few areas
within the Township are currently zoned for industrial/commercial uses.

Table 2-6 compares Lafayette’s real, public utility, and tangible property values on a per
citizen and per square mile basis to the peers.
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Table 2-6: Real and Tangible Property Values

Real & Public Tangible Square Real & Public Utility Tangible
Utility Value Value Population Miles Property Value Per Property Value Per
Citizen Sq. Mile Citizen [ Sq. Mile
Lafayette $118,499,400 | $1,110,990 5,476 232 | $21,640 $5,107,733 $203 $47,888
Brunswick Hills $204,442,570 | $3,229,699 5,469 12.5 | $37,382 | $16,355,406 $591 | $258,376
Guilford $72,231,260 $879,023 5,447 25.1 | $13,261 $2,877,739 $161 $35,021
Randolph $91,932,270 ' | $5,519,305 5,504 29.1 | $16,703 $3,159,185 | $1,003 | $189,667
Peer Average $122,868,700 | $3,209,342 5,473 22.2 | $22,449 $5,526,328 $586 | $144,348

Source: Portage County Auditor, Medina County Auditor
Note: Real and public utility property valuation is for 2005 while tangible property valuation is for 2004 in order to capture
values before the impact of the accelerated phase-out under House Bill 66 (see financial systems for more information).

" Based on documentation provided by Randolph, it is unclear whether public utility real and personal property valuation was
included. Of the total real/public utility valuation, public utility valuation comprised 2.4, 3.0, and 2.7 percent in 2005 at
Lafayette, Brunswick, and Guilford, respectively.

Table 2-6 shows that although the Township’s real property values were higher than two
of the peers on both a per citizen and square mile basis, the tangible property values per
citizen and per square mile were both significantly lower than Randolph, Brunswick Hills
and the peer average. Additionally, commercial/industrial property valuation comprised
4.1 percent of total real/public utility property in Lafayette for 2005, which is lower than
Brunswick Hills (6.4 percent), Guilford (4.8 percent) and Randolph (4.4 percent). The
low tangible property values and low percentage of commercial/industrial property
valuation can be primarily attributed to a lack of commercial/industrial zoned property,
limiting the focus of the 1987 comprehensive plan to residential development (see
R2.13), and not making economic development a priority in the past (see R2.14 and
R2.16).

Table 2-7 shows the number of building permits issued for 2004 and 2005 for all the
townships in Medina County.
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Table 2-7: Medina County Building Permits
Residential Commercial Residential Commercial

Township 2004 2004 2005 2005

Lafayette 289 5 313 3
Brunswick Hills 981 24 951 39
Chatham 105 0 88 2
Granger 238 14 235 11
Guilford 84 2 124 1
Harrisville 60 18 89 11
Hinckley 416 6 390 13
Homer 43 0 31 0
Litchfield 177 9 161 3
Liverpool 250 7 254 17
Montville 904 16 813 17
Sharon 379 14 272 16
Spencer 105 0 73 2
Wadsworth 147 14 185 8
Westfield 98 8 117 0
York 172 4 129 5
Peer Average 277 9 261 10

Source: Medina County Building Department

Table 2-7 further illustrates the disparity between residential and commercial zoning
within Lafayette Township. Although Lafayette issued more residential permits in 2004
and 2005 than the peer average, it issued fewer commercial permits in both years when
compared to the peer average. More specifically, Table 2-7 shows that Lafayette issued
289 residential and five commercial building permits in 2004 while the Medina County
average was 277 and nine, respectively. In 2005, Lafayette issued 313 residential and
three commercial building permits while the Medina County average was 261 and 10,
respectively. According to the Director of the Medina County Planning Department,
zoning changes can be made by developing a description of the area the Township wants
to re-zone and passing a resolution requesting the County to change the zoning. The
Township submits the resolution, area description and an application to the County
Planning Commission for review and approval. If the zoning change is approved by the
Planning Commission, the proposal is then submitted to the Zoning Commission for final
approval. Each municipality has its own Zoning Commission consisting of residents
appointed by the trustees for five-year terms. Lafayette has never petitioned the Planning

Commission or the Zoning Commission to change the zoning restrictions for any parcels
of land.

Another barrier to economic development is the past reluctance of the residents to accept
change in the area. New businesses would provide tax revenue to the Township and
potentially ease the burden on the residential taxpayers. However, according to the
Trustees, the residents would rather pay higher taxes than have large businesses enter
their neighborhoods. These feelings were evident in the 1987 survey of Lafayette
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R2.19

residents. When asked what type of community Lafayette Township should be in the
future, 83 percent of the residents indicated that the Township should remain rural-
residential. Therefore, the Trustees indicated that they have not pursued any alternatives
in the past that might have allowed for commercial development in a way that would limit
the impact on the residential community. Nevertheless, one compromise might be to
allow for some commercial/industrial development (industrial park, shopping, etc) on the
outskirts of the Township where the impact on residential housing would be minimal. The
Trustees indicated that there is some commercially zoned property on the outskirts of the
Township (near Smith Road) which might serve as a good location for future commercial
development. ODOD has many available grants and incentives that could aid in the
development of this area (see R2.16)

Financial Implication: Numerous variables will impact the future growth of the
Township, including the residents’ desire for commercial/industrial development (see
R2.13) and the Township’s progress in implementing the performance audit
recommendations to enhance its economic development activities. Therefore, it is
difficult to quantify a precise financial impact of increased development resulting from
the recommendations in this performance audit. However, if the Township achieved a
five percent growth in the property values (excluding tangible due to the phase-out) from
increased economic development, it would realize an annual increase in revenues of
approximately $15,900 in the Police Fund and $2,400 in the General Fund, for a total
increase of approximately $18,300 annually.

Lafayette should consider petitioning the County to extend water and sewer lines
throughout the Township. In addition to making central water and sewer services
available to existing residents, this would also ensure that the necessary
infrastructure is in place and available to accommodate any future residential and
commercial/industrial development projects. At a minimum, and assuming the
Township moves forward with commercial development (see R2.13), Lafayette
should petition the County to extend the water and sewer lines to the commercially
zoned property on the outskirts of the Township (see R2.18).

Currently, more than half of the residents in Lafayette Township receive water and sewer
services through Medina County. The remaining population has access to these services
through wells and septic tanks. According to the Trustees, Lafayette can petition the
County to extend the water and sewer lines to accommodate the remaining portions of the
Township. However, this action has not been taken in the past due to the lack of a major
development projects in these areas. The Medina County Sanitary Engineer’s office has
indicated a willingness to look at the feasibility of extending the water and sewer lines to
the remaining areas of the Township.
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R2.20 The Trustees should consider using tax abatements as one method for attracting
new businesses. However, prior to using tax abatements, the Trustees should find
land suitable for development (see R2.18), obtain citizens’ attitudes on further
development via an updated survey (see R2.13), and ensure that central water and
sewer services are available in the proposed area (R2.19).

Lafayette Township has not used tax abatements as a tool to promote economic
development in the area. In contrast, Jackson Township (Guernsey County), Liverpool
Township (Medina County), and Whitewater Township (Hamilton County) have all used
tax abatements to assist in bringing new businesses to their respective townships. Table
2-8 shows the number of tax abatements and the resulting investment in business property

that occurred in each of these townships.

Table 2-8: Townships using Tax Abatements

Jackson Liverpool Whitewater | Peer Average
Residents 5,399 4,329 5,564 5,097
Number of Abatements 9 3 2 4.67
Amount of Investment $110,601,548 $66,226,000 $5,675,000 $60,834,183
Investment per Resident $20,486 $15,298 $1,020 $12,268
Amount of Abatement $71,589,000 $41,185,200 $1,531,200 $38,101,800
Abatement per Resident $13,260 $9,514 $275 $7,683
Net Investment $39,012,548 $25,040,800 $4,143,800 $22,732,383
Net Investment per Resident $7,226 $5,784 $745 $4,585
Net Investment per Abatement Agreement $4,334,728 $8,346,933 $2,071,900 $4,917,854
Number of Jobs Retained or Created 1,072 143 178 464
Jobs per Abatement Agreement 119 48 39 85
Jobs per 1,000 Residents 199 33 32 88
Tangible Personal Property Valuation $36,204,780 $33,381,878 $13,850,090 $27,812,249
Tangible Personal Property Valuation per
Resident $6,706 $7,711 $2,489 $5,635

Source: Ohio Department of Development

Table 2-8 shows that Jackson granted nine abatements while Liverpool and Whitewater
have granted three and two, respectively. These abatements resulted in an average net
investment of approximately $23 million, The creation or retention of 464 jobs, and
tangible property tax values per citizen of $5,635, which are significantly higher than
Lafayette at $203. By not using tax abatements, the Township limits its ability to attract
new businesses.
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Financial Implications Summary

The following table summarizes the estimated annual costs, annual cost savings and annual
revenue enhancements identified in recommendations presented in this section of the report.

Summary of Financial Implications

Estimated
Estimated Annual
Estimated Annual Revenue
Recommendation Annual Cost Cost Savings Enhancement
R2.11 Eliminate late fees $1,400
R2.12 Join DAS purchasing consortium $110 $7,400
R2.16 Obtain Membership in MCOC $136
R2.18 Implement Economic Development initiatives $18,300
Total $246 $8,800 $18,300
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Human Resources

Background

This section of the performance audit focuses on the human resource functions within Lafayette
Township (Lafayette or the Township). The objectives are to assess Lafayette’s benefit practices,
staffing levels, salaries, and various employment policies and procedures for effectiveness and
efficiency. To illustrate various operational issues, comparisons are made throughout this
section to peer townships, and other sources such as the State Employees Relations Board
(SERB) and the Kaiser Foundation. The peer townships used in this section include Brunswick
Hills Township (Brunswick Hills), Guilford Township (Guilford), Randolph Township
(Randolph), and Russell Township (Russell).

Organizational Function

The Township does not have a separate department that performs human resources activities.
Rather, the Township’s human resources and administrative-related functions are carried out by
the three elected Trustees, the Clerk and departmental supervisors. The Trustees oversee each of
the departments at the Township (police, fire and service), and are responsible for hiring and
terminating employees, establishing employee salaries and benefits, managing the workers’
compensation program, adopting employment policies and procedures, and conducting
performance reviews. The Clerk is also an elected position that serves part-time. According to
provisions in Ohio Revised Code (ORC) Chapter 507, the Clerk is responsible for recording
Township Trustee meeting minutes, signing all Township checks, filing and publishing financial
reports, and keeping records of accounts and transactions. Within Lafayette Township, the
Clerk’s specific human resources duties include processing payroll, and contracting for health
insurance and other employee benefits. The departmental supervisors are responsible for those
human resources functions specific to their respective departments (e.g. submitting payroll and
other administrative functions). None of the Township’s employees are unionized.

Staffing

Table 3-1 illustrates actual staffing levels for all Township departments as of December 31,
2005.
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Table 3-1: Township Staffing Levels

Positions Number of Staff
Administration
o Trustees — Elected 3.0
o (Clerk — Elected 1.0
Police
o Chief 1.0
¢ Sergeant 1.0
¢ Officers/ Patrolmen 4.0
Fire
¢ Fire Chief 1.0
Zoning
e Zoning Inspector — Paid by Stipend 1.0
e Zoning Secretary — Paid by Stipend 1.0
Service
e Inspector 2.0
o Administrative Assistant/ Cleaner 1.0

Source: Lafayette Township
"'With the exception of the Chief, the Fire Department is staffed by volunteers.

The Zoning Inspector and Zoning Secretary were part-time positions paid with a monthly stipend
in 2005. Although the Zoning Secretary is still employed by the Township, the Zoning Inspector
position was eliminated in 2006 as the Township is considering contracting with the Medina
County Zoning Office for these services (see R3.7 for further discussion). In addition, the
Township experienced turnover in the Clerk position in September, 2005 when the elected Clerk
resigned in the middle of her term. As a result, the Township hired an interim Clerk as a
temporary replacement until a Judge could appoint a Clerk to serve the remainder of the term.
The new Clerk was appointed in January, 2006.
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Recommendations / Commendations

Employee Benefits

R3.1 The Township should use a formal bidding or quote process when selecting health

and life insurance providers, and review the costs and plans provided by the Ohio
Township Association Risk Management Authority (OTARMA). To ensure that the
Township selects the appropriate plan and provider, it should compare all of the
bids and quotes to one another and to the prices that can be obtained through
membership in OTARMA. As another way to help reduce the cost of employee
benefits, the Township should consider reviewing the design of its health and life
insurance plans to address the areas that appear more generous in comparison to
the peers and the Kaiser survey (e.g., prescription co-pays and deductibles).
Additionally, the Township should ensure that health insurance invoices are paid in
a timely manner (see financial systems).

The Township contracts with Anthem Blue Cross for health and life insurance, and Delta
Dental for dental insurance for full-time employees. The monthly premiums for all three
plans are determined based on the age, gender, and family status of the insured staff.
The Anthem Blue Cross plan is a preferred provider organization (PPO) health plan.
Table 3-2 compares the Township’s fringe benefit costs per citizen to the peers for 2004,
and shows Lafayette’s fringe benefit costs for 2005.

Table 3-2: Lafayette and Peers Fringe Benefit Cost per Citizen

Lafayette Lafayette | Brunswick | Guilford Randolph Peer
2004 2005 Hills Average
Citizens 5,476 5,476 5,469 5,447 5,504 5,473
Cost of Fringe Benefits $244,803 $261,590 $295,176 $70,010 $200,206 $188,464
Benefit Costs per citizen $44.70 $47.77 $53.97 $12.85 $36.37 $34.44

Source: Lafayette and Peers

Note: Lafayette and Guildford do not provide vision insurance. In 2004, vision insurance cost $4,220 and $2,098
for Brunswick Hills and Randolph, respectively. These amounts do not have a material impact on the expenditures

reported in Table 3-2.

Table 3-2 shows that Lafayette’s fringe benefit cost per citizen in 2004 was higher than
two of the peers and the peer average. However, Guilford’s fringe benefit costs are
significantly lower than Lafayette and the other townships due to only providing health
insurance benefits to one employee during the first half of 2004 and three employees in
the second half of 2004. Lafayette’s higher cost for fringe benefits can be attributed to
the fact that no employees qualify for the single (less expensive) health care premiums
and that health care premiums are higher than the peers (see Table 3-3).
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The Kaiser Family Foundation completes an annual survey of private and public
employers with three or more employees in an effort to better understand the cost of
health care in the United States. The 2005 survey found that the average monthly
medical premium for state and local government entities was $365 for single coverage
and $915 for family coverage. In addition, the State Employment Relations Board
(SERB) reports on the annual cost of health insurance in the public sector. In its most
recent survey, SERB reports that the average monthly medical premium was $349 for
single coverage and $913 for a family coverage in 2004, which represented a weighted
average increase of approximately 15 percent from 2003 for both plan types. Assuming
that the monthly premiums reported through SERB increased at a similar rate in 2005, it
is estimated that the average single plan premium was $401 in 2005 while the average
family premium was $1,050. Likewise, the SERB average for single and family medical
premiums for plans covering 1-49 employees are estimated at $413 and $1,126,
respectively, for 2005. Table 3-3 compares the Township’s health, dental and life
insurance premiums to the peers for 2005.

Table 3-3: 2005 Employee Insurance Premium Analysis

Lafayette Brunswick Hills Guilford Randolph Peer Average
Provider Anthem Blue Anthem Blue
Cross and Blue Kaiser United Health | Cross and Blue
Shield' Permanente Care Shield'

Monthly Premium
(Single) NA $262 $447' $572" $427
Single Plan
Enrollment NA 5 2 2 3
Monthly Premium
(Employee/spouse) $1,044' $522 NA NA $522
Employee plus
Spouse Enrollment 3 3 NA NA 3
Monthly Premium
(Family) $1,106' $744 $883' $998' $875
Family Plan
Enrollment 6 6 2 6 5
Dental Provider Delta Dental Delta Dental Delta Dental Delta Dental Delta Dental
Dental:
Single NA $21.64 $21.64 $21.64 $21.64
Family $58.85 $58.85 $58.85 $58.85 $58.85
Life Provider Burnham &

Anthem OneAmerica Flowers Anthem NA
Life Insurance Cost $3.15-$29.10 $5.25-$29.50 $7.80 $4.05-$29.10
Insurance $15,000 $25K-$50K $17,160 $15,000 $19,053

Source: Lafayette and peers
! Average of premiums for covered employees
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Table 3-3 shows the Township’s dental plans are identical to the peers while the life
insurance costs are slightly higher. Although Lafayette’s maximum cost for its life
insurance policy is similar to Brunswick Hills, its insurance policy coverage of $15,000 is
much lower than Brunswick Hills’ maximum policy of $50,000. In addition, the
Township’s life insurance costs are significantly higher than Guilford, even though its
policy coverage is lower.

Table 3-3 also shows the Township’s health insurance rates for family coverage are
approximately 26 percent higher than the peer average, and 21 percent higher than the
2005 Kaiser Survey for state and local governments ($915). Although the Township’s
family premium is 1.8 percent lower than the estimated SERB family premium for plans
covering 1-49 employees, it 1s 5.3 percent higher than the estimated overall SERB
average family premium for 2005 ($1,050). In addition, the Township’s family coverage
premiums are 11 percent higher than Randolph, despite participating in the same health
care plan and having employees with similar average ages (Lafayette’s employees
average age is 46.5 while Randolph’s average age is 47). Furthermore, with the
exception of the prescription drug program, the Township’s employee benefit levels are
similar to, or lower than, Randolph. Therefore, while the Township’s lower employee co-
payment for prescriptions could contribute to its higher premiums, differences in
historical claims costs could also contribute to the differences in premiums when
compared to Randolph.

Table 3-4 compares the Township’s key medical plan benefits to the peers and the 2005
Kaiser Survey averages.
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Table 3-4: Key Employee Medical Plan Benefits

Kaiser
Lafayette Brunswick Hills Guilford Randolph Survey
Office Visits $10 (S)/830
- Network $20' $10' $20' (F) | $15t0$20°
- Non-Network 40% 30% 30% 20% | Not Reported
Prescription Drugs — Generic /
Formulary/ Non Formulary $8/$15/$15 $10/$15/$30 $10/$30/$50 $10/820/$30 | $10/$22/$35
Retail Mail Service $16/$30/$30 $25/875/8125 $20/840/$60 | Not Reported
Employee Deductible: $0 -HMO
Network (Individual/Family) $0/80 $200/8400-PPO $250/$500 $0/80 $323/$679°
Non Network (Individual/Family) $500/$1,500 | $600/$1,200-PPO $750/81,500 $300/8900 | Not Reported
Employee Out-of-Pocket
Maximum: $1,000 -
Network (Individual/Family) $1,500/$3,000 $1,000/$2,000 | $1,500/$3,000 | $1,000/$2,000 $1,499 S
Non Network (Individual/Family) $3,000/86,000 $4,000/88,000 | $3,000/$6,000 | $2,000/$4,000 $3,000 -
$3,999 F*

Not Reported
ER $150 $50 $100 $150 | Not Reported
In-Patient Hospital Care
Network 20% $0 10% $0 16%
Non Network 40% 30% 30% 20% [ Not Reported
Out- Patient Hospital Care
Network 20% 10% 10% 0%
Non Network 40% 30% 30% 20% | Not Reported
Lifetime Maximum $5 million None $2.5 million $5 million [ Not Reported
Hours Worked to Receive Benefit 40 40 40 24 | Not Reported

Source: Lafayette, peers, and Kaiser 2005 survey
' Family and individual rates are the same
? Sixty-one percent of survey respondents had a co-pay of $15 to $20.

* PPO plan only

*Excluding no limit, this represents the highest percentage of respondents (21% for single family and 20% for family).
The median range reported in the Kaiser survey was $2,000 - $2,499 (S) and $4,000 - $4,999 (F).

Table 3-4 indicates that while the Township requires higher employee co-pays for
hospital care and ER visits, its employee co-pays for office visits and out-of-pocket
maximums are similar to the peers. However, Table 3-4 shows that the Township’s
prescription drug co-pays are lower than all the peers and the 2005 Kaiser survey average.
Likewise, Table 3-4 shows that the Township’s employee deductibles are lower than
Brunswick Hills, Guilford and the Kaiser survey average. These variables in plan design
all contribute to the Township’s higher health care premiums. In addition, the Trustees
indicated that the higher premiums may also be due to the late payment of monthly health
insurance invoices in the past (see the financial systems section).

The Township’s historical purchasing practices may be another factor contributing to the
high health care and life insurance premiums. According to the Trustees, the former
Clerk purchased the current health insurance and life insurance plans. However, the
Trustees were not involved in the decision making process. Therefore, the Trustees are
not sure why these plans were selected or whether a competitive bidding or a formal price
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R3.2

quote process was used to select the provider and corresponding plan. In contrast,
Brunswick Hills and Guilford purchase their health and life insurance through the Ohio
Township Association Risk Management Authority (OTARMA) and have been able to
achieve premiums which are significantly lower than Lafayette, despite insuring more
people in the case of Brunswick Hills. OTARMA is an Ohio township consortium that
was established in an effort to provide more cost effective insurance coverage to its
members.

Financial Implication: Assuming the Township can lower its employee plus spouse
premium to at least the level of Brunswick Hills’ family premium and lower its family
premium to the peer average by using competitive bidding, addressing plan design, and
paying its monthly invoices on time, the Township could save approximately $27,000
annually in health care costs.

Lafayette should consider requiring all full-time employees to contribute a portion
of the cost of monthly health insurance premiums. This will help to mitigate the
high costs associated with providing health insurance coverage to Township
employees. Furthermore, the employee contribution should be stated as a
percentage rather than a fixed dollar amount to help offset annual increases in
healthcare premiums.

Lafayette and the peers do not require employee contributions towards the monthly
premium costs. The Center for Public Management and Regional Affairs at the
University of Miami, Ohio, collects and maintains a database on wages, salaries, benefits,
and other compensation issues in townships located in southwestern Ohio. Of the 15
townships that responded to the Ohio Township Survey in 2004, six require employee
contributions towards the monthly premium costs. Furthermore, the employee
contributions range from one percent to 25 percent, with an average of nine percent.

The State Employment Relations Board (SERB) completes an annual report on the cost
of health insurance in Ohio’s Public Sector. SERB’s 2004 Report on Healthcare Costs
found that Ohio public employees’ portion of premium costs for medical coverage
averaged 11.8 percent of the monthly premium cost for single coverage, and 12.3 percent
of the monthly premium cost for family coverage. According to SERB, approximately 72
percent of employers require full-time employees to contribute towards the cost of family
insurance premiums, while about 64 percent of employers require contributions for single
insurance premiums. In addition, the 2005 Kaiser survey found that 79 percent of the
respondents required employee contributions for single coverage and 91 percent required
contributions for family coverage. By not requiring employee contributions towards the
monthly health insurance premiums, the Township 1s incurring higher costs in providing
health insurance coverage.
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Financial Implication: 1f Lafayette implemented a 12 percent employee contribution
towards the monthly health care premiums, similar to the level reported by SERB, the
potential annual cost savings would be approximately $14,200 annually.

C3.1 The Township has reduced its workers’ compensation claims, claims cost and
experience modifier each year since 2003. In addition, the Drug Free Workplace
and Transitional Work programs should help the Township maintain its low cost for
workers’ compensation insurance in the future.

Table 3-5 presents the Township’s workers’ compensation data from 2003 through 2005.
Table 3-5: Workers’ Compensation Data
2003 2004 2005
Claims 5 4 3
Claim Costs $15,650 $1,193 $449
Experience Modifier 0.93 043 0.40
Cost of Coverage $76,485 $26,043 NA'

Source: Ohio Bureau of Workers’ Compensation
'Information not currently available

Table 3-5 shows that the Township’s claims, the associated costs, and the experience
modifiers have declined each year since 2003. The experience modifier is the primary
factor used by the Bureau of Workers’ Compensation (BWC) to establish the annual
premiums and is based upon several variables, including the number of total claims in any
previous time period, the severity of those claims, and the extent to which lost time
claims went into effect. According to a representative at BWC, an experience modifier
less than 1.00 indicates that the entity has effectively managed workers’ compensation
and would be eligible for group rating programs in most cases. Group rating allows
employers who are substantially similar in business type to merge their experiences (as
one large employer) in an effort to achieve a lower premium rate than they could on their
own.

Prior to 2003, the Township was not eligible for group rating due to its experience
modifier of 1.01. However, Lafayette experienced a significant reduction in the workers’
compensation claims and costs in 2003, which resulted in the experience modifier
declining to 0.93. 1In 2004, the Township joined a group rating plan and achieved
significant savings as the experience modifier for the group was only 0.43. The group
rating plan will allow for a similar experience modifier and savings in 2005.

According to BWC, if an entity is already in a group rating plan, the only additional
savings that can be achieved are through the implementation of a Drug Free Workplace
program. Entities that implement the Drug Free Workplace program through BWC are
eligible to receive premium discounts ranging from 10 to 20 percent during the first five
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R3.3

years of the program. The actual discount an entity receives depends on the number of
employees the entity is subjecting to random drug tests and the year of implementation.
Lafayette Township implemented the Drug Free Workplace in 2005 and the program is
estimated to save the Township $2,600 by 2007, an additional $3,900 in 2008 and $6,500
annually from 2009 through 2011, based on the 2004 premium costs. The Township also
implemented a transitional work program in 2005. The transitional work program
identifies light job duties that can be completed for a specified time period by an injured
worker in an effort to gradually return the worker to his/her normal responsibilities.
Although the Township does not receive immediate discounts for the transitional work
program, it should help minimize future lost time claims for injured workers.

The Township should pay its workers’ compensation premiums by May 15th in
order to take advantage of the prompt pay discounts. See R2.3 in the financial
systems section for a discussion of bank reconciliations.

Although the Township has effectively managed the workers’ compensation program to
limit the cost of coverage, it has not done an effective job of managing the financial
aspects of the program. According to BWC, the Township was going to be removed
from the group rating plan in 2005 due to its failure to pay $28,000 that was owed from
previous years.

The financial systems section (R2.3) shows that the Township did not complete bank
reconciliations in a timely or accurate manner in the past. As a result of some past bank
reconciliation inaccuracies, the interim Clerk completed most of the bank reconciliations
for 2005 retroactively after being appointed in December, 2005. During this process, the
interim Clerk found a discrepancy that showed the bank cashing an old check to BWC for
an incorrect amount. This resulted in BWC reporting a past due amount owed by the
Township while Lafayette’s accounting records showed the invoice as paid-in-full. After
realizing the mistake, the interim Clerk issued another check to pay the amount still
owed. However, if BWC had removed the Township from its group rating plan, the
Township would have become penalty rated and the experience modifier would have
increased to 1.07. This discrepancy could have been prevented by accurately completing
the bank reconciliations on a monthly basis.

In addition, Lafayette has not taken advantage of prompt pay discounts. BWC currently
gives entities a discount if entities pay the entire invoice amount by May 15.
Alternatively, employers can pay a portion on May 15 and pay the remainder in
September, but they then lose the discount. According to representatives from BWC, the
discount percentage is based on the three month Treasury bill rate.
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Financial Implication: Using a Treasury bill rate of 3.86 percent (December, 2005), the
Township could have saved an estimated $2,952 in 2003 and $1,005 in 2004 by taking
advantage of the prompt pay discounts available through BWC.

Staffing

R3.4 The Township should consider hiring a part-time clerical employee to assist the
Clerk in carrying out the financial functions of the Township. However, prior to
advertising for this position, the Trustees should work with the Clerk to determine
the number of hours, work schedule, job description, salary and acceptable
qualifications for the position. Once established, any deviations from these criteria
should require approval from both the Trustees and the Clerk. This will help
ensure that the Township is hiring an applicant that is qualified to perform the
work, and that all parties are aware of the cost and responsibilities of this position.
By hiring a part-time clerical employee, the Township would have someone in place
who could help the Clerk complete the various financial procedures in a timely
manner and assist in developing the monthly financial and economic reports for the
Trustees.

The Township Clerk is an elected position that serves a four-year term. The Township
experienced a vacancy in the Clerk position in September, 2005 when the elected Clerk
resigned her position in the middle of her term. As a result, the Township hired an
interim Clerk until a Judge could appoint a Clerk to serve the remainder of the term. The
new Clerk was appointed in January, 2006.

Prior to 2005, the Township had several part-time clerical positions that were approved
by the Trustees to work up to 15 hours per week to help the Clerk fulfill his/her
responsibilities. However, all of the people in the clerical positions resigned during 2005
and were not replaced. Consequently, at the end of 2005, none of the elected officials
(Trustees and interim Clerk) at Lafayette had any clerical employees. Table 3-6 shows
the clerical positions that support the elected officials for Lafayette and the peers as of
December, 2005.

Table 3-6: Clerical Positions Serving the Elected Positions

Lafayette Brunswick Hills Guilford Randolph Peer Average

Positions | FTEs | Positions | FTEs | Positions | FTEs | Positions | FTEs | Positions | FTEs

Clerical 0.0 0.0 2.0 2.0 1.0 0.1 1.0 0.6 1.3 0.9

Citizens 5,476 5,469 5,447 5,504 5,473
FTEs
per
1,000

Citizens NA 0.36 0.02 0.11 0.16

Source: Lafayette and peer townships
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Table 3-6 shows that although FTEs vary significantly, each of the peers has at least one
clerical employee to assist the elected officials. The Trustees indicated that the Township
may consider hiring a clerical employee once the new Clerk is comfortable with the
position and they can determine the hours needed.

The financial systems section of this report contains an assessment of the Township’s
internal control practices, which shows significant weaknesses regarding the timing of
transactions. For example, R2.3, R2.4 and R2.11 show that the Township was cited in
past financial audits for not completing bank reconciliations, cash deposits and purchase
order approvals in a timely manner. In addition, certain recommendations in the financial
systems section will result in increased workloads for the Trustees and Clerk, including
tracking and maintaining various economic data (R2.14) and preparing a formal financial
reporting packet on a monthly basis (R2.2). Despite having clerical assistance, the past
audit citations indicate that the clerical employees may not have been qualified for their
positions or were unclear about their responsibilities.

Financial Implication: 1If the Township hired a part-time clerical employee (0.5 FTE) at
peer average clerical salary of $15 per hour, it would incur an additional cost of
approximately $15,600 per year in salary and benefit costs of approximately $5,000, for a
total cost of $20,600. Employing a 0.5 clerical FTE would result in a ratio of 0.9 FTEs
per 1,000 citizens, similar to Randolph.

Lafayette should consider reducing its service/road department staffing levels by 0.7
FTEs in order to be more comparable to the number of road miles maintained per
FTE by the peers. To help accomplish this reduction, the Township should consider
working with the municipal court to establish a program whereby traffic violators
can perform basic lawn maintenance and snow removal tasks in Lafayette Township
as community service. If this is unsuccessful and Lafayette needs additional support
to adequately maintain its land, the Township should consider contracting for this
function, similar to Brunswick Hills. When contracting for services, the Township
should institute a competitive bidding process. In addition, the Township should
investigate the feasibility of using its fire department staff with commercial drivers
licenses (CDL) to drive snow plows in an effort to supplement the service/road
personnel during large snowfalls.

Lafayette’s service/road employees are responsible for performing general road
maintenance and snow plowing, as well as maintaining cemeteries, parks, and certain
parcels of land within the Township. Table 3-7 shows the service/road department
staffing levels and costs for Lafayette Township and the peers.
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Table 3-7: 2005 Road/Service Department Staffing and Cost Comparison

Lafayette Brunswick Hills Guilford Randolph Peer Average

Positions | FTEs | Positions | FTEs | Positions | FTEs | Positions | FTEs | Positions | FTEs
Service/
Roads Staff 3.0 2.2 8.0 2.3 2.0 1.0 2.0 2.0 4.7 1.7
Road Miles 25.9 30.32 23.4 32.16 28.63
Road Miles
per FTE 11.8 13.2 23.4 16.1 16.8
Service/Road
Department
2004 Costs $205,648 $108,316 $153,834 $279,699 $180,616
Citizens 5,476 5,469 5,447 5,504 5,473
Cost per
Citizen $37.55 $19.81 $28.24 $50.82 $32.96
Cost per
Road Mile $7,940 $3,572 $6,574 $8,697 $6,309

Source: Lafayette and peer townships

Table 3-7 shows that the Township’s service/road department is maintaining fewer miles
per FTE than the peers while operating at a higher cost per citizen and per road mile than
Brunswick Hills and Guilford. The Township would need to reduce the service/road
department staffing by 0.7 FTEs to be more in line with the peer average of 16.8 miles
per FTE.

In comparison to Lafayette, Brunswick Hills employs two full-time and two part-time
service/road personnel, as well as four Fire Department staff with Commercial Drivers
Licenses (CDL) who drive snow plows as needed. In addition, Brunswick Hills uses an
independent contractor to maintain its cemetery and other lands at a cost of approximately
$1,100 annually. As shown in Table 3-7, Brunswick Hills’ total service/road costs per
citizen and per road mile are significantly lower than Lafayette. However, it should be
noted that Lafayette maintains four cemeteries. Guilford employs two part-time
employees but is able to supplement its workforce through an arrangement with
Wadsworth Township in which both entities share their staff for projects that require
more than two people. According to the Trustees, Lafayette has worked with other
townships in the past to coordinate the labor on larger projects. Randolph has two full-
time employees who carry out duties similar to Lafayette (maintaining cemeteries, parks
and other land). However, Randolph also uses traffic violators who wish to perform
community service instead of paying fines to help maintain the cemeteries and parks.
Lafayette has used community service workers in the past to help clean ditches, assist on
clean-up days and for general painting. However, the Township has not used community
service workers to help with lawn maintenance and snow removal.

Financial Implication: Decreasing the service/road department staff by 0.7 FTEs would
result in savings of approximately $29,000 in wages and benefits.
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R3.6 The Township should continue operating with the existing staffing levels in the
police department for the near future. However, as the Township continues to grow
and implements strategies to increase its residential and commercial tax base (see
the economic development subsection in financial systems), the Trustees should
monitor police department staffing levels in relation to its financial condition and
activity levels (calls for service, traffic violations, etc.) and adjust as necessary.
Furthermore, to facilitate future monitoring and ensure timeliness in responding to
calls for service, the Lafayette Police Department (LPD) should work with the
Medina County Sheriff’s Office to resolve the reporting inconsistencies concerning
response times.

The Lafayette Police Department (LPD) is staffed by four full-time officers, including the
Chief and Sergeant, and two part-time officers who work varying hours. In addition, LPD
contracts with the Medina County Sheriff’s Office for dispatch services. Table 3-8
shows the 2005 Police Department staffing for Lafayette and the peers.

Table 3-8: 2005 Police Staffing for Lafayette and Peers

Lafayette Brunswick Hills Russell Peer Average

Positions | FTEs Positions | FTEs Positions | FTEs Positions | FTEs
Police 6.0 4.7 10.0 10.0 13.0 11.5 11.5 10.8
Total Activity' 2,523 5,057 4,739 4,898
Citizens’ 5,476 5,469 5,529 5,499
Square Miles 23.2 12.5 19.2 15.9
Total Activity
per FTE 536 506 377 442
Citizens per
FTE 1,165 547 474 511
Square Miles
per FTE 4.9 13 1.7 1.5

Source: Lafayette and peer townships

Note: Guilford and Randolph were not used because they contract with their respective County Sheriff’s Offices for
policing services. Russell has a full-time police department, similar to Lafayette.

! Total activity equals total traffic stops and calls dispatched.

? Citizens are from the 2000 census

Table 3-8 shows that LPD has the lowest staffing level in comparison to the peers. As a
result, LPD is responsible for more square miles and citizens per FTE. Table 3-8 also
shows that while LPD handled a level of police activity per FTE similar to Brunswick
Hills, it handled approximately 42 percent more activity per FTE than Russell in 2005.
However, Lafayette’s police activity per FTE is lower than other municipal police
departments. According to a national survey of municipal police departments (Ammons’
Municipal Benchmarks: Assessing Local Performance and Establishing Community
Standards — 2001), the average calls for service per police FTE was 706 from 1995
through 1999. Additionally, Brunswick Hills and Russell activity levels in 2004 were
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higher than in 2005. Based on 2004 activity levels and assuming the peers’ police
staffing levels in 2004 were similar to 2005, Brunswick Hills and Russell’s activity per
FTE was 546 and 492, respectively, in 2004. As shown in Table 3-8, these ratios are
more comparable to Lafayette.

Due to some reporting inconsistencies between LPD and the Medina County Sheriff’s
Office, Lafayette’s average response times could not be accurately determined. This
inhibits the Township from ensuring LPD is responding to calls in a timely manner.
According to Ammons’ Municipal Benchmarks, municipalities often judge their police
departments, in part, on the promptness with which they respond to emergencies. Based
on information from 38 cities examined in this publication, the median time from
dispatch until arrival was 4 minutes and 31 seconds. The median response time from the
time of the initial call until arrival was 5 minutes and 37 seconds for 11 other cities. This
publication also indicates that various studies of comparative performance confirm the
reasonableness of a S5-minute standard for excellent police emergency response,
especially if response time is perceived to include the time from dispatch until arrival.

The peer police departments are staffed primarily with full-time officers. The Brunswick
Hills police department indicated that its higher staffing levels are necessary due to a
significant growth in population since the 2000 census and because they are surrounded
by large metropolitan areas, such as the City of Brunswick and City of Strongsville. As a
result, Brunswick Hills estimates that it has a population of 150,000 within a five mile
radius and three interstates within its jurisdiction, both of which can cause the daytime
population to be significantly higher than the figure reported in Table 3-8. In contrast,
Lafayette is largely a residential community that has not experienced the same amount of
residential and commercial growth in recent years, resulting in a more static daytime
population and less traffic activity when compared to Brunswick Hills. For example,
Table 2-7 in the financial systems section shows that Lafayette issued 313 residential and
3 commercial building permits in 2005 while Brunswick Hills issued 951 residential and
39 commercial building permits during the same time period.

The differences in each township’s economic makeup impact the financial situation for
each police department. Table 3-9 shows the total revenues and expenditures for
Latayette during the last two years and the peers for 2004.
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Table 3-9: Police Fund Revenues, Expenditures and Activity

Lafayette Lafayette Brunswick Hills Russell Peer
2004 2005 2004 2004 Average

Police Fund

Revenues $333,004 $316,929 $812,833 $713,895 §763,364
Police Fund

Expenditures’ $372,524 $368,719 $749,256 $836,240 $792,748
Citizens 5,476 5,476 5,469 5,529 5,499
Revenues per

Citizen $60.81 $57.88 $148.63 $129.12 $138.82
Expenditures

per Citizen $68.03 $67.33 $137.00 $151.25 $144.16
Total Activity’ 2,523 2,523 5,466 5,659 5,563
Revenues per

Activity $132.00 $125.62 $148.71 $126.15 $137.22
Expenditures

per Activity $147.65 $146.14 $137.08 $147.77 $142.50

Source: Lafayette and peer townships

' The figures presented in Table 3-9 were submitted by the Township to AOS through the Uniform Accounting
Network for compliance with financial reporting requirements. However, during the course of this audit, AOS and
the Trustees identified several instances in which certain Police Department obligations were charged to the General
Fund. This indicates that the expenditures shown in Table 3-9 may be understated. See the financial systems and

financial forecast sections of the performance audit for more details concerning account coding.

? Total activity equals traffic stops and calls dispatched. Lafayette could not accurately determine the 2004 activity
levels. Therefore, it is assumed that the 2004 activity levels were similar to the 2005 figures.

Table 3-9 shows that Lafayette’s police department is receiving significantly less in total
revenues and revenues per citizen than the peers, and has experienced operating deficits
within the Police Fund the last two years (see financial systems section for description of
police department funding sources). However, Table 3-9 also shows the Township’s
revenues and expenditures per activity are comparable to the peer averages. These ratios
indicate that the higher police staffing levels reported in Table 3-8 for Brunswick Hills
and Russell are due to higher activity levels and an ability to afford the additional
policing staff. Lafayette’s low revenues are partially due to having lower commercial and
residential land values as a result of not making economic development a priority in the
past (see R2.18 in the financial systems section of report). Coupled with the Township’s
current demographic makeup, LPD’s level of expenditures appear adequate to address its
current level of policing activity. Nevertheless, LPD could achieve potential cost savings
and improvements in operations (see the police section for more information).

LPD’s current staffing level appears appropriate in the short-term, based on the activity
per FTE being similar to Brunswick Hills but lower than the national average, and in
consideration of the Township’s current demographic makeup. However, Lafayette’s
Police Fund revenues and level of activity could increase significantly in the near future.
The Township recently worked with the Medina County Board of Commissioners and the
University of Akron to create a Medina County campus and technology park that is
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R3.7

expected to be located within Lafayette Township. The project will be completed in
September, 2007. Although the University of Akron portion of the project is tax exempt,
the Township should realize an increase in revenues from the technology park. In
addition, the economic development sub-section of this performance audit identifies
several recommendations that will assist the Township in increasing the commercial and
residential tax base (see R2.18, R2.19, R2.20). By assessing and monitoring the impact
of the campus and technology park, as well as other economic development strategies, the
Township would be able to determine the need to increase police department staffing
levels in the future, thereby ensuring LPD could effectively handle potential increases in
the level of police activity.

Because the Township already has a low operating cost for the zoning function, the
Trustees should carefully analyze the proposed contract with the County to ensure
that all costs and benefits have been considered. However, if the County can
improve the professionalism and service level of the zoning function, the benefits of
the contract may offset some additional charges. If the Township maintains its
internal zoning function, it should ensure that its zoning inspectors have the
appropriate knowledge and qualifications to effectively perform this function.

Zoning personnel are paid by stipend in Lafayette and all the peer townships. Table 3-10
shows the stipend cost for the zoning personnel for Lafayette and the peers in 2005.

Table 3-10: Zoning Stipend Cost for Lafayette and Peers

Brunswick Peer
Lafayette Hills Guilford Randolph Average
Zoning Inspector and
Secretary Annual Stipends $10,349 $32,792 $14,100 $27,144 $24,679
2005 Permits 316 990 125 98 404
Cost per Building Permit $32.75 $33.12 $112.80 $276.98 $61.04
Cost per Citizen $1.89 $6.00 $2.59 $4.93 $4.51

Source: Lafayette Township, peers and Medina and Portage County Building Departments

Table 3-10 shows that Lafayette’s stipend costs per building permit and per citizen are
significantly lower than the peer averages. Despite the low costs, the Township is
considering a contract with Medina County for zoning inspection services in 2006,
depending on the cost of the services. The Trustees indicated that the Medina County
Zoning Office can improve the service level of the zoning function based on the training
and qualifications of the County zoning inspectors. By comparison, the Township
currently hires citizens to serve as zoning inspectors and does not require any related
professional experience.
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R3.8 Based on comparisons to peers, the Township should consider re-evaluating the

police department salaries. However, prior to making any adjustments to the police
department salaries, the Township should take steps to improve the financial
condition of the Police Fund by implementing the recommendations in this
performance audit and identifying other appropriate measures to increase revenues
and reduce costs (see the financial forecast section for more details). To help
determine the appropriate salaries for these positions, the Trustees should consider
conducting an updated survey of salaries around the area for police departments.
The Trustees should then adjust the survey results to reflect the Township’s size,
activity levels and financial condition, and include assessments of employee
performance when adjusting salaries.

Lafayette Township determines salaries for non-elected positions by requesting
information from the Medina County Human Resources Department regarding wage
increases granted at the county level. The Trustees use this information as a baseline and
then make adjustments based on individual employee performance and the Township’s
financial condition. In addition, the Trustees indicated that the Township performs a
survey every four to five years to determine what neighboring localities pay their
employees. The salaries for the Township Trustees and the Clerk (elected positions) are
established in accordance with Ohio Revised Code §507.09 and §505.24. Table 3-11
shows the 2005 salaries for non-elected positions at Lafayette and the peers.

Table 3-11: 2005 Salaries by Position for Lafayette and Peers

Brunswick

Position Lafayette Hills Guilford Randolph Russell

Zoning Inspector $4,800 $27,503 $7,200 $27,144 NA
Zoning Secretary $6,600 $5,289 NA NA NA
Service/Roads — Average $34,601 $30,680 $35,360 $38,636 N/A
Fire Chief $37,080 $20,000 $2,500 NA NA
Assistant Fire Chief NA $16,995 $1,300 $35,880 NA
Fire Inspector NA NA $8,700 NA NA
Police Chief $44,346 $63,295 NA NA $67,895
Police Lieutenant NA $51,376 NA NA $58,445
Police Sergeant $17.76 / hour | $21.98 / hour NA NA | $25.91 /hour
Patrolmen — Average $14.24 / hour | $19.83 / hour NA NA | $15.13 /hour

Source: Lafayette and peer townships
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As illustrated in Table 3-11, Lafayette’s salaries differ from the peers in most of the
employee classifications. Explanations for these differences include the following:

o Zoning: Lafayette and each of the peers pay their zoning inspectors and
secretaries through annual stipends instead of an hourly salary. Table 3-11 shows
that the Township’s annual stipend for the zoning inspector and the zoning
secretary are less than Brunswick Hills and Randolph. Table 3-10 (see R3.7) also
shows that the Township’s total expenditures for zoning are less than the peers on
a per citizen basis and per building permit basis. However, in an effort to improve
the service level of the zoning function, the Township is considering eliminating
the zoning positions and contracting with Medina County for zoning inspection
services in 2006. The final decision will depend on the cost of the contract (see
R3.7).

J Fire: Lafayette’s fire department is currently all volunteer except for the Fire
Chief, which is a full-time position. The volunteers are paid a stipend based on
the number and type of calls for which a response is required. The Fire Chief is
paid an annual salary. Although Table 3-11 shows that the Township’s Fire Chief
earns more than the peers, Randolph’s fire chief and EMT chief are also Township
Trustees and therefore unable to collect salaries or stipends. However, Randolph
has an Assistant Chief who earns $35,880 per year, which is slightly less than
Lafayette’s Fire Chief. In addition, Brunswick Hills has both a part-time Fire
Chief and an Assistant Fire Chief whose combined salaries are similar to the Fire
Chief in Lafayette. Therefore, since Lafayette does not employ an assistant fire
chief, the salary for the Fire Chief position appears reasonable.

. Service: Table 3-11 shows that although Lafayette’s average salary for the
service/roads staff is lower than Randolph, it is comparable to Guilford and higher
than Brunswick Hills. Additionally, given that Brunswick Hills is contracting for
certain functions that are completed by Lafayette’s service/road employees, the
Township’s salaries for the service/road employees appear reasonable.

. Police: Table 3-11 shows that Lafayette’s salaries for the Police Chief, Sergeant,
and Patrolmen are lower than Brunswick Hills and Russell Township. The lower
salaries can be attributed to the financial difficulties the Township has recently
encountered in the Police Fund. Table 3-9 (see R3.6) shows the Township had
operating deficits in the Police Fund the last two years. In response to the
financial difficulties, the Township did not provide COLAs and eliminated all
overtime for police in 2005. Although Lafayette’s police salaries are lower than
the peer and average salaries in the survey, it will be difficult for the Township to
significantly increase the salaries in the near future without addressing the current
problems in the Police Fund.
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C3.2

R3.9

By purchasing uniforms directly from the supplier or reimbursing employees for
uniform purchases rather than providing annual stipends, the Township ensures
that uniforms are purchased as needed and the funds are spent in an appropriate
manner.

The Township should consider revising its minimum call-in policy and only
guaranteeing one hour of pay. This would make the Township’s policy more
consistent with the peers while potentially lowering salary costs. In addition, the
Township should require that employees give at least a one day advance notice if
they intend to use personal leave. This would allow the To