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Mary Taylor, cpa

Auditor of State

Village of Kipton
Lorain County

299 State Street
P.O. Box 177
Kipton, Ohio 44049

To the Village Council:

As you are aware, the Auditor of State’s Office (AOS) must modify the Independent Accountants’ Report
we provide on your financial statements due to an interpretation from the American Institute of Certified
Public Accountants (AICPA). While AOS does not legally require your government to prepare financial
statements pursuant to Generally Accepted Accounting Principles (GAAP), the AICPA interpretation
requires auditors to formally acknowledge that you did not prepare your financial statements in
accordance with GAAP. Our Report includes an adverse opinion relating to GAAP presentation and
measurement requirements, but does not imply the amounts the statements present are misstated under
the non-GAAP basis you follow. The AOS report also includes an opinion on the financial statements you
prepared using the cash basis and financial statement format the AOS permits.

7’)/74/:7 Jadez/

Mary Taylor, CPA
Auditor of State

June 17, 2010

Lausche Building / 615 Superior Ave., NW / Twelfth Floor / Cleveland, OH 44113-1801
Telephone: (216) 787-3665 (800) 626-2297 Fax: (216) 787-3361
www.auditor.state.oh.us
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Mary Taylor, cpa

Auditor of State

INDEPENDENT ACCOUNTANTS’ REPORT

Village of Kipton
Lorain County

299 State Street
P.O. Box 177
Kipton, Ohio 44049

To the Village Council:

We have audited the accompanying financial statements of the Village of Kipton, Lorain County, Ohio,
(the Village) as of and for the years ended December 31, 2009 and December 31, 2008. These financial
statements are the responsibility of the Village’s management. Our responsibility is to express an opinion
on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in the Comptroller General of the
United States’ Government Auditing Standards. Those standards require that we plan and perform the
audit to reasonably assure whether the financial statements are free of material misstatement. An audit
includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements. An audit also includes assessing the accounting principles used and significant estimates
made by management, as well as evaluating the overall financial statement presentation. The Village
processes its financial transactions with the Auditor of State’s Uniform Accounting Network (UAN).
Government Auditing Standards considers this service to impair the independence of the Auditor of State
to audit the Village because the Auditor of State designed, developed, implemented, and as requested,
operates UAN. However, Government Auditing Standards permits the Auditor of State to audit and opine
on this entity, because Ohio Revised Code § 117.101 requires the Auditor of State to provide UAN
services, and Ohio Revised Code §§ 117.11(B) and 115.56 mandate the Auditor of State to audit Ohio
governments. We believe our audit provides a reasonable basis for our opinion.

As described more fully in Note 1, the Village has prepared these financial statements using accounting
practices the Auditor of State prescribes or permits. These practices differ from accounting principles
generally accepted in the United States of America (GAAP). Although we cannot reasonably determine
the effects on the financial statements of the variances between these regulatory accounting practices
and GAAP, we presume they are material.

Instead of the combined funds the accompanying financial statements present, GAAP require presenting
entity wide statements and also presenting the Village’s larger (i.e. major) funds separately. While the
Village does not follow GAAP, generally accepted auditing standards requires us to include the following
paragraph if the statements do not substantially conform to GAAP presentation requirements. The
Auditor of State permits, but does not require Villages to reformat their statements. The Village has
elected not to follow GAAP statement formatting requirements. The following paragraph does not imply
the amounts reported are materially misstated under the accounting basis the Auditor of State permits.
Our opinion on the fair presentation of the amounts reported pursuant to its non-GAAP basis is in the
second following paragraph.

Lausche Building / 615 Superior Ave., NW / Twelfth Floor / Cleveland, OH 44113-1801
Telephone: (216) 787-3665 (800) 626-2297 Fax: (216) 787-3361
www.auditor.state.oh.us
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Village of Kipton

Lorain County

Independent Accountants’ Report
Page 2

In our opinion, because of the effects of the matter discussed in the preceding two paragraphs, the
financial statements referred to above for the years ended December 31, 2009 and December 31, 2008
do not present fairly, in conformity with accounting principles generally accepted in the United States of
America, the financial position of the Village as of December 31, 2009 and December 31, 2008, or its
changes in financial position for the years then ended.

Also, in our opinion, the financial statements referred to above present fairly, in all material respects, the
combined fund cash balances of the Village of Kipton, Lorain County, as of December 31, 2009 and
December 31, 2008, and its combined cash receipts and disbursements for the years then ended on the
accounting basis Note 1 describes.

The Village has not presented Management’s Discussion and Analysis, which accounting principles
generally accepted in the United States of America has determined is necessary to supplement, although
not required to be part of, the financial statements.

In accordance with Government Auditing Standards, we have also issued our report dated June 17, 2010,
on our consideration of the Village’s internal control over financial reporting and our tests of its
compliance with certain provisions of laws, regulations, contracts and grant agreements and other
matters. While we did not opine on the internal control over financial reporting or on compliance, that
report describes the scope of our testing of internal control over financial reporting and compliance, and
the results of that testing. That report is an integral part of an audit performed in accordance with
Government Auditing Standards. You should read it in conjunction with this report in assessing the
results of our audit.

Mary Taylor, CPA
Auditor of State

June 17, 2010



VILLAGE OF KIPTON
LORAIN COUNTY

COMBINED STATEMENT OF CASH RECEIPTS, CASH DISBURSEMENTS, AND
CHANGES IN FUND CASH BALANCES
ALL GOVERNMENTAL FUND TYPES
FOR THE YEAR ENDED DECEMBER 31, 2009

Governmental Fund Types

Totals
Special (Memorandum
General Revenue Only)
Cash Receipts:
Property and Local Taxes $8,567 $4,829 $13,396
Intergovernmental 31,896 11,257 43,153
Charges for Services 76 0 76
Fines, Licenses and Permits 29 0 29
Miscellaneous 2,737 0 2,737
Total Cash Receipts 43,305 16,086 59,391
Cash Disbursements:
Current;
Security of Persons and Property 32,169 3,119 35,288
Leisure Time Activities 3,872 0 3,872
Transportation 0 7,609 7,609
General Government 23,011 77 23,088
Debt Service:
Redemption of Principal 2,869 0 2,869
Interest and Fiscal Charges 1,072 0 1,072
Total Cash Disbursements 62,993 10,805 73,798
Total Receipts Over/(Under) Disbursements (19,688) 5,281 (14,407)
Fund Cash Balances, January 1, 2009 35,562 30,747 66,309
Fund Cash Balances, December 31, 2009 $15,874 $36,028 $51,902

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



VILLAGE OF KIPTON
LORAIN COUNTY

COMBINED STATEMENT OF CASH RECEIPTS, CASH DISBURSEMENTS, AND

CHANGES IN FUND CASH BALANCES
ALL GOVERNMENTAL FUND TYPES

FOR THE YEAR ENDED DECEMBER 31, 2008

Governmental Fund Types

Totals
Special (Memorandum
General Revenue Only)
Cash Receipts:
Property and Local Taxes $9,295 $5,338 $14,633
Intergovernmental 35,303 12,540 47,843
Charges for Services 1,808 0 1,808
Miscellaneous 791 11,925 12,716
Total Cash Receipts 47,197 29,803 77,000
Cash Disbursements:
Current:
Security of Persons and Property 5,591 0 5,591
Public Health Services 0 206 206
Leisure Time Activities 10,015 0 10,015
Basic Utility Service 1,311 0 1,311
Transportation 2,000 19,483 21,483
General Government 40,426 96 40,522
Debt Service:
Redemption of Principal 9,088 0 9,088
Interest and Fiscal Charges 868 0 868
Total Cash Disbursements 69,299 19,785 89,084
Total Receipts Over/(Under) Disbursements (22,102) 10,018 (12,084)
Other Financing Sources
Note Proceeds 30,000 0 30,000
Total Other Financing Sources 30,000 0 30,000
Excess of receipts and other financing receipts
over disbursements 7,898 10,018 17,916
Fund Cash Balances, January 1, 2008 27,664 20,729 48,393
Fund Cash Balances, December 31, 2008 $35,562 $30,747 $66,309

The notes to the financial statements are an integral part of this statement.
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VILLAGE OF KIPTON
LORAIN COUNTY

NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2009 AND 2008

Summary of Significant Accounting Policies

A.

B.

C.

D.

Description of the Entity

The constitution and laws of the State of Ohio establish the rights and privileges of the Village
of Kipton, Lorain County, (the Village) as a body corporate and politic. A publicly-elected six-
member Council directs the Village. The Village provides general governmental services,
including park operation (recreation), street maintenance, and police services. The Village
contracts with Camden Township to provide fire protection services. Emergency medical
services are provided by the Central Lorain County Joint Ambulance District.

The Village's management believes these financial statements present all activities for which
the Village is financially accountable.

Accounting Basis

These financial statements follow the accounting basis the Auditor of State prescribes or
permits. This basis is similar to the cash receipts and disbursements accounting basis. The
Village recognizes receipts when received in cash rather than when earned, and recognizes
disbursements when paid rather than when a liability is incurred. Budgetary presentations
report budgetary expenditures when a commitment is made (i.e., when an encumbrance is
approved).

These statements include adequate disclosure of material matters, as the Auditor of State
prescribes or permits.

Cash and Investments
The Village maintains a checking account which is reported at book value.
Fund Accounting

The Village uses fund accounting to segregate cash that is restricted as to use. The Village
classifies its funds into the following types:

1. General Fund

The General Fund reports all financial resources except those required to be accounted
for in another fund.

2.  Special Revenue Funds
These funds account for proceeds from specific sources (other than from private-purpose

trusts or for capital projects) that are restricted to expenditure for specific purposes. The
Village had the following significant Special Revenue Funds:
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VILLAGE OF KIPTON
LORAIN COUNTY

NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2009 AND 2008

Summary of Significant Accounting Policies (Continued)

D. Fund Accounting (Continued)

E.

F.

2. Special Revenue Funds (Continued)

Street Construction, Maintenance, and Repair Fund — This fund receives gasoline
tax and motor vehicle tax money for construction, maintaining and repairing Village
streets.

Police Protection Fund — This fund receives property tax money to provide police
protection to Village residents.

Sewer Fund — This fund receives property tax money for maintaining and repairing
Village sewers.

Budgetary Process

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

1. Appropriations
Budgetary expenditures (that is, disbursements and encumbrances) may not exceed
appropriations at the fund and function level of control, and appropriations may not
exceed estimated resources. The Council must annually approve appropriation
measures and subsequent amendments. The County Budget Commission must also
approve the annual appropriation measure. Appropriations lapse at year end.

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

3.  Encumbrances
The Ohio Revised Code requires the Village to reserve (encumber) appropriations when
individual commitments are made. Encumbrances outstanding at year end are canceled,
and reappropriated in the subsequent year.
A summary of 2009 and 2008 budgetary activity appears in Note 3.

Property, Plant, and Equipment

The Village records disbursements for acquisitions of property, plant, and equipment when
paid. The accompanying financial statements do not report these items as assets.



VILLAGE OF KIPTON
LORAIN COUNTY

NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2009 AND 2008

Deposits and Investments
Monies held by the Village are classified by State statute into three categories.

Active monies are public monies determined to be necessary to meet current demands upon the
Village treasury. Active monies must be maintained either as cash in the Village treasury, in
commercial accounts payable or withdrawable on demand, including negotiable order of withdrawal
(NOW) accounts, or in money market deposit accounts.

Inactive deposits are public deposits that Council has identified as not required for use within the
current five year period of designation of depositories. Inactive deposits must either be evidenced
by certificates of deposit maturing not later than the end of the current period of designation of
depositories, or by savings or deposit accounts including, but not limited to, passbook accounts.

Interim deposits are deposits of interim monies. Interim monies are those monies which are not
needed for immediate use but which will be needed before the end of the current period of
designation of depositories. Interim deposits must be evidenced by time certificates of deposit
maturing not more than one year from the date of deposit or by savings or deposit accounts,
including passbook accounts.

Interim monies held by the Village can be deposited or invested in the following securities:

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

2. Bonds, notes, debentures, or any other obligation or security issued by any federal
government agency or instrumentality including, but not limited to, the Federal National
Mortgage Association, Federal Home Loan Bank, Federal Farm Credit Bank, Federal
Home Loan Mortgage Corporation, Government National Mortgage Association, and
Student Loan Marketing Association. All federal agency securities shall be direct
issuances of federal government agencies or instrumentalities;

3. Written repurchase agreements in the securities listed above provided the market value
of the securities subject to the repurchase agreement must exceed the principal value of
the agreement by at least 2 percent and be marked to market daily, and the term of the
agreement must not exceed thirty days;

4. Bonds and other obligations of the State of Ohio or Ohio local governments;

5. Time certificates of deposit or savings or deposit accounts including, but not limited to,
passbook accounts;

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

7. The State Treasurer’s investment pool (STAR Ohio).



VILLAGE OF KIPTON
LORAIN COUNTY

NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2009 AND 2008

Deposits and Investments (Continued)

8. Certain banker’s acceptance and commercial paper notes for a period not to exceed one
hundred eighty days from the purchase date in an amount not to exceed twenty-five
percent of the interim monies available for investment at any one time; and,

9. Under limited circumstances, corporate debt interests rated in either of the two highest
classifications by at least two nationally recognized rating agencies.

Protection of the Village's deposits is provided by the Federal Deposit Insurance Corporation
(FDIC), by collateral pledged to the Village by the financial institution, or by a collateral pool
established by the financial institution to secure the repayment of all public monies deposited with
the institution.

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

Deposits

Custodial credit risk is the risk that in the event of bank failure, the Village will not be able to recover
deposits or collateral securities that are in the possession of an outside party. At December 31,
2009 and December 31, 2008, the Village had a book balance of $51,902 and $66,309,
respectively. At December 31, 2009, none of the Village's bank balance of $52,597 ($67,474 at
December 31, 2008) was exposed to custodial credit risk because those deposits were insured by
the Federal Deposit Insurance Corporation.

The Village has no deposit policy for custodial risk beyond the requirements of State statute. Ohio
law requires that deposits be either insured or be protected by eligible securities pledged to and
deposited either with the Village or a qualified trustee by the financial institution as security for
repayment, or by a collateral pool of eligible securities deposited with a qualified trustee and
pledged to secure the repayment of all public monies deposited in the financial institution whose
market value at all times shall be at least one hundred five percent of the deposits being secured.

As of December 31, 2009 and December 31, 2008, the Village had the following deposits:

2009 2008
Carrying Value Carrying Value
Demand Deposits $51,902 $66,309
Total Deposits $51,902 $66,309

10
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VILLAGE OF KIPTON
LORAIN COUNTY

NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2009 AND 2008
Budgetary Activity
Budgetary activity for the years ending December 31, 2009 and December 31, 2008 follows:

2009 Budgeted vs. Actual Receipts

Budgeted Actual
Fund Type Receipts Receipts Variance
General $68,113 $43,305 ($24,808)
Special Revenue 17,721 16,086 (1,635)
Total $85,834 $59,391 ($26,443)

2009 Budgeted vs. Actual Budgetary Basis Expenditures
Appropriation Budgetary

Fund Type Authority Expenditures Variance

General $101,306 $62,993 $38,313

Special Revenue 47,282 10,805 36,477
Total $148,588 $73,798 $74,790

2008 Budgeted vs. Actual Receipts

Budgeted Actual
Fund Type Receipts Receipts Variance
General $101,808 $77,197 ($24,611)
Special Revenue 14,638 29,803 15,165
Total $116,446 $107,000 ($9,446)

2008 Budgeted vs. Actual Budgetary Basis Expenditures
Appropriation Budgetary

Fund Type Authority Expenditures Variance

General $84,826 $69,299 $15,527

Special Revenue 35,000 19,785 15,215
Total $119,826 $89,084 $30,742

Property Tax

Property taxes include amounts levied against all real property, public utility property, and tangible
personal property located in the Village. Real property tax receipts received in 2009 represent the
collection of 2008 taxes. Real property taxes received in 2009 were levied after October 1, 2008, on
the assessed values as of January 1, 2008, the lien date. Real property tax receipts received in
2008 represent the collection of 2007 taxes. Real property taxes received in 2008 were levied after
October 1, 2007, on the assessed values as of January 1, 2007, the lien date. Assessed values for
real property taxes are established by State statute at 35 percent of appraised market value. Real
property taxes are payable annually or semiannually. If paid annually, payment is due December
31; if paid semiannually, the first payment is due December 31, with the remainder payable by June
20. Under certain circumstances, State statute permits alternate payment dates to be established.

11



VILLAGE OF KIPTON
LORAIN COUNTY

NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2009 AND 2008

Property Tax (Continued)

Public utility property tax receipts received in 2009 and 2008 represent the collection of 2008 and
2007 taxes respectively. Public utility real and tangible personal property taxes received in 2009
became a lien on December 31, 2008, were levied after October 1, 2009, and are collected with
real property taxes. Public utility real and tangible personal property taxes received in 2008 became
a lien on December 31, 2007, were levied after October 1, 2008, and are collected in 2009 with real
property taxes. Public utility real property is assessed at 35 percent of true value; public utility
tangible personal property is currently assessed at varying percentages of true value.

Tangible personal property taxes have been phased out for general personal property. The
assessment percentage for all property including inventory for 2008 was 6.25 percent and reduced
to zero for 2009. Tangible personal property tax revenue received during calendar year 2009 (other
than public utility property tax) represents the collection of 2009 taxes levied only against local and
inter-exchange telephone companies. Tangible personal property taxes received in calendar year
2009 and 2008 were levied after October 1, 2008 and October 1, 2007 on the value as of
December 31, 2008 and December 31, 2007. Payments by multi-county taxpayers are due
September 20. Single county taxpayers may pay annually or semi-annually. If paid annually,
payment is due April 30; if paid semi-annually, the first payment is due April 30, with the remainder
payable by September 20.

The full tax rate for all Village operations for the year ended December 31, 2009, was $7.90 per
$1,000 of assessed value. The assessed values of real property, public utility property, and
tangible personal property upon which 2009 property tax receipts were based are as follows:

Real Property $3,401,490
Public Utility Personal Property 78,990
Total Assessed Value $3,480,480

The full tax rate for all Village operations for the year ended December 31, 2008, was $7.90 per
$1,000 of assessed value. The assessed values of real property, public utility property, and
tangible personal property upon which 2008 property tax receipts were based are as follows:

Real Property $3,428,710
Public Utility Personal Property 76,160
Tangible Personal Property 8,993
Total Assessed Value $3,513,863

12



VILLAGE OF KIPTON
LORAIN COUNTY

NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2009 AND 2008

Debt

Debt outstanding at December 31, 2009 was as follows:

Principal Interest Rate
Facility Improvement Note $26,019 3.95%
Total $26,019

On April 25, 2008 the Village obtained a facility improvement note in the amount of $30,000. The
proceeds were used to retire the principal balance of the Village Hall bonds and to finance the
improvement of the Village Hall.

Amortization of the above debt, including interest, is scheduled as follows:

General
Obligation

Year ending December 31: Bonds
2010 $3,639
2011 3,639
2012 3,639
2013 18,001
Total $28,918

Defined Benefit Pension Plans
A. Ohio Public Employees Retirement System

The Village participates in the Ohio Public Employees Retirement System (OPERS). OPERS
administers three separate pension plans. The traditional plan is a cost-sharing, multiple-employer
defined benefit pension plan. The member-directed plan is a defined contribution plan in which the
member invests both member and employer contributions (employer contributions vest over five
years at 20 percent per year). Under the member directed plan, members accumulate retirement
assets equal to the value of the member and (vested) employer contributions plus any investment
earnings.

The combined plan is a cost-sharing, multiple-employer defined benefit pension plan that has
elements of both a defined benefit and a defined contribution plan. Under the combined plan,
employer contributions are invested by the retirement system to provide a formula retirement
benefit similar to the traditional plan benefit. Member contributions, whose investment is self-
directed by the member, accumulate retirement assets in a manner similar to the member directed
plan.

OPERS provides retirement, disability, survivor and death benefits and annual cost of living
adjustments to members of the traditional and combined plans. Members of the member directed
plan do not qualify for ancillary benefits. Authority to establish and amend benefits is provided by
Chapter 145 of the Ohio Revised Code. OPERS issues a stand-alone financial report that may be
obtained by writing to OPERS, Attention: Finance Director, 277 East Town Street, Columbus, OH
43215-4642 or by calling (614) 222-5601 or (800) 222-7377, or by visiting the OPERS website at

WWW.0pers.org.
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VILLAGE OF KIPTON
LORAIN COUNTY

NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2009 AND 2008

Defined Benefit Pension Plans (Continued)
A. Ohio Public Employees Retirement System (Continued)

The Village's required contributions for pension obligations to the traditional and combined plans for
the years ended December 31, 2009, 2008 and 2007 were $678, $333 and $438 respectively. The
full amount has been contributed for 2009 and 2008. For 2009 and 2008, employee contribution is
10%.

B. Social Security

All members of the Village Council participate in the Federal Income Contributions Act and must
contribute to Social Security. The Village’s liability is 6.2 percent of wages paid. Total contribution
to social security for the years ended December 31, 2009, 2008, and 2007 were $279, $261, and
$172, respectively.

Postemployment Benefits
Ohio Public Employees Retirement System

Plan Description - OPERS maintains a cost-sharing multiple-employer defined benefit
postemployment healthcare plan for qualifying members of both the traditional and combined
pension plans. Members of the member-directed plan do not qualify for ancillary benefits, including
postemployment healthcare. The plan includes a medical plan, a prescription drug program and
Medicare Part B premium reimbursement.

To qualify for postemployment healthcare coverage, age and service retirees under the traditional
and combined plans must have ten years or more of qualifying Ohio service credit. Healthcare
coverage for disability benefit recipients and qualified survivor benefit recipients is available. The
Ohio Revised code permits, but does not require, OPERS to provide healthcare benefits to eligible
members and beneficiaries. Authority to establish and amend benefits is provided in Chapter 145
of the Ohio Revised Code.

Disclosures for the healthcare plan are provided separately in the OPERS financial report which
may be obtained by writing to OPERS, 277 East Town Street, Columbus, Ohio 43215-4642 or by
calling (614) 222-5601 or (800) 222 — 7377.

Funding Policy — The postemployment healthcare plan was established under, and is administered
in accordance with, Internal Revenue Code 401 (h). State statute requires that public employers
fund postemployment healthcare through contributions to OPERS. A portion of each employer’'s
contribution to the traditional or combined plans is set aside for the funding of postemployment
healthcare.

Employer contribution rates are expressed as a percentage of the covered payroll of active
employees. In 2009 and 2008, local government employers contributed 14 percent of covered
payroll. Each year, The OPERS retirement board determines the portion of the employer
contribution that will be set aside for funding postemployment healthcare benefits. The amount of
the employer contributions which was allocated to fund postemployment healthcare was 7 percent
of covered payroll for 2008. For the period January 1 — March 31, 2009 the contribution rate was 7
percent and for the period April 1 — December 31, 2009 the contribution rate was 5.5 percent of
covered payroll.

14



VILLAGE OF KIPTON
LORAIN COUNTY

NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2009 AND 2008

Postemployment Benefits (Continued)
Ohio Public Employees Retirement System (Continued)

The retirement board is also authorized to establish rules for the payment of a portion of the
healthcare benefits by the retiree or retiree’s surviving beneficiaries. Payment amounts vary
depending on the number of covered dependents and selected coverage.

The Village’'s contributions allocated to fund postemployment healthcare benefits for the years
ended December 31, 2009, 2008, and 2007 were $491, $333, and $248 respectively; 100 percent
has been contributed for 2009, 2008 and 2007.

On September 9, 2004, the OPERS Retirement Board adopted a Health Care Preservation Plan
(HCPP) which was effective January 1, 2007. Member and employer contribution rates increased
as of January 1, 2006, January 1, 2007, and January 1, 2008, which allowed additional funds to be
allocated to the healthcare plan.

Risk Management
Risk Pool Membership

The Village belongs to the Ohio Municipal Joint Self-Insurance Pool, (the "Pool"), an
unincorporated non-profit association available to municipal corporations and their instrumentalities.
The Pool is a separate legal entity per Section 2744 of the Ohio Revised Code. The Pool provides
property and casualty insurance for its members. The Pool pays judgments, settlements and other
expenses resulting for covered claims that exceed the members’ deductibles.

The Pool cedes certain premiums to reinsurers or excess reinsurers. The Pool is contingently
liable should any reinsurer be unable to meet its reinsurance obligations.

Members may withdraw at the end of any coverage period upon 60 days’ prior notice to the Pool. A
withdrawing member not providing the required notification remains responsible for its unpaid
claims, and also remains liable for additional assessments (if any) for years during which they were
members.

The Pool's financial statements (audited by other auditors) conform with generally accepted
accounting principles, and reported the following assets, liabilities and retained deficit at December
31, 2008 and 2007 (the latest information available):

2008 2007
Assets $2,552,519 $2,405,834
Liabilities (2,814,306) (2,877,385)
Accumulated deficit ($261,787) ($471,551)
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Mary Taylor, cpa

Auditor of State

INDEPENDENT ACCOUNTANTS’ REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS
REQUIRED BY GOVERNMENT AUDITING STANDARDS

Village of Kipton
Lorain County

299 State Street
P.O. Box 177
Kipton, Ohio 44049

To the Village Council:

We have audited the financial statements of the Village of Kipton, Lorain County, Ohio, (the Village) as of
and for the years ended December 31, 2009 and December 31, 2008, and have issued our report thereon
dated June 17, 2010 wherein we noted the Village prepared its financial statements using accounting
practices the Auditor of State prescribes or permits rather than accounting principles generally accepted
in the United States of America. We also noted the Village uses the Auditor of State’s Uniform
Accounting Network (UAN) to process its financial transactions. Government Auditing Standards
considers this service to impair the Auditor of State’s independence to audit the Village. However,
Government Auditing Standards permits the Auditor of State to audit and opine on this entity, because
Ohio Revised Code § 117.101 requires the Auditor of State to provide UAN services, and Ohio Revised
Code §§ 117.11(B) and 115.56 mandate the Auditor of State to audit Ohio governments. We conducted
our audit in accordance with auditing standards generally accepted in the United States of America and
the standards applicable to financial audits contained in the Comptroller General of the United States’
Government Auditing Standards.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the Village’s internal control over financial reporting
as a basis for designing our audit procedures for the purpose of expressing our opinion on the financial
statements, but not for the purpose of opining on the effectiveness of the Village’s internal control over
financial reporting. Accordingly, we have not opined on the effectiveness of the Village’s internal control
over financial reporting.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, when performing their assigned functions, to prevent, or detect and timely
correct misstatements. A material weakness is a deficiency, or combination of internal control
deficiencies resulting in more than a reasonable possibility that a material misstatement of the Village’s
financial statements will not be prevented, or detected and timely corrected.

Our consideration of internal control over financial reporting was for the limited purpose described in the
first paragraph of this section and was not designed to identify all deficiencies in internal control over
financial reporting that might be deficiencies, significant deficiencies or material weaknesses. We did not
identify any deficiencies in internal control over financial reporting that we consider material weaknesses,
as defined above.

Lausche Building / 615 Superior Ave., NW / Twelfth Floor / Cleveland, OH 44113-1801
Telephone: (216) 787-3665 (800) 626-2297 Fax: (216) 787-3361
www.auditor.state.oh.us
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Compliance and Other Matters

As part of reasonably assuring whether the Village’s financial statements are free of material
misstatement, we tested its compliance with certain provisions of laws, regulations, contracts, and grant
agreements, noncompliance with which could directly and materially affect the determination of financial
statement amounts. However, providing an opinion on compliance with those provisions was not an
objective of our audit and accordingly, we do not express an opinion. The results of our tests disclosed no
instances of noncompliance or other matters we must report under Government Auditing Standards.

We did note certain matters not requiring inclusion in this report that we reported to the Village’'s
management in a separate letter dated June 17, 2010.

We intend this report solely for the information and use of management, Village Council and others within
the Village. We intend it for no one other than these specified parties.

Mary Taylor, CPA
Auditor of State

June 17, 2010
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VILLAGE OF KIPTON

LORAIN COUNTY

CLERK’'S CERTIFICATION
This is atrue and correct copy of the report which is required to be filed in the Office of the
Auditor of State pursuant to Section 117.26, Revised Code, and which is filed in Columbus, Ohio.

desan Poabbitt

CLERK OF THE BUREAU

CERTIFIED
JULY 13, 2010
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