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City Council 
City of Canal Fulton 
155 East Market St. 
Canal Fulton, OH 44614 
 
 
We have reviewed the Independent Auditor's Report of the City of Canal Fulton, Stark County, 
prepared by Varney, Fink & Associates, Inc., for the audit period January 1, 2005 through 
December 31, 2005.  Based upon this review, we have accepted these reports in lieu of the audit 
required by Section 117.11, Revised Code.  The Auditor of State did not audit the accompanying 
financial statements and, accordingly, we are unable to express, and do not express an opinion on 
them. 
 
Our review was made in reference to the applicable sections of legislative criteria, as reflected by 
the Ohio Constitution, and the Revised Code, policies, procedures and guidelines of the Auditor of 
State, regulations and grant requirements.  The City of Canal Fulton is responsible for compliance 
with these laws and regulations. 
  
 
 
 
 
 
 
 
 
Mary Taylor, CPA 
Auditor of State 
 
August 31, 2007  
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VARNEY, FINK & ASSOCIATES, INC.          
        CERTIFIED PUBLIC ACCOUNTANTS 
        121 College Street 
   Wadsworth, Ohio 44281 
        330/336-1706   Fax 330/334-5118 
 
 
 
 

INDEPENDENT AUDITOR’S REPORT 
 
 
Members of Council 
City of Canal Fulton, Stark County 
 
We have audited the accompanying financial statements of the governmental activities, the business-type 
activities, each major fund and the aggregate remaining fund information of the City of Canal Fulton (Stark 
County), Ohio (the City), as of and for the year ended December 31, 2005, which collectively comprise the 
City’s basic financial statements as listed in the table of contents. These financial statements are the responsibility 
of the City’s management. Our responsibility is to express opinions on these financial statements based on our 
audit. 
 
We conducted our audit in accordance with auditing standards generally accepted in the United States of 
America. Those standards require that we plan and perform the audit to obtain reasonable assurance about 
whether the financial statements are free of material misstatement. An audit includes examining, on a test basis, 
evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the 
accounting principles used and significant estimates made by management, as well as evaluating the overall 
financial statement presentation. We believe that our audit provides a reasonable basis for our opinions. 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the respective 
financial position of the governmental activities, the business-type activities, each major fund and the aggregate 
remaining fund information of the City, as of December 31, 2005, and the respective changes in financial position 
and cash flows, where applicable, thereof and the respective budgetary comparison for the General Fund, Police 
Fund and Fire/EMS Fund for the year then ended in conformity with accounting principles generally accepted in 
the United States of America. 
 
As described in Note 5, during the year ended December 31, 2005, the City adopted Governmental Accounting 
Standards Board Statement No. 40 “Deposit and Investment Risk Disclosures” and Governmental Accounting 
Standards Board Statement No. 42 “Accounting and Financial Reporting for Impairment of Capital Assets and 
for Insurance Recoveries.” 
 
In accordance with Government Auditing Standards, we have also issued our report dated June 6, 2007 on our 
consideration of the City’s internal control over financial reporting and on our tests of its compliance with certain 
provisions of laws, regulations, contracts and grant agreements and other matters. The purpose of that report is 
to describe the scope of our testing of internal control over financial reporting and compliance and the results of 
that testing and not to provide an opinion on the internal control over financial reporting or on compliance. That 
report is an integral part of an audit performed in accordance with Government Auditing Standards and should 
be considered in conjunction with this report in considering the results of our audit. 
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INDEPENDENT AUDITOR’S REPORT (continued) 
 
The Management’s Discussion and Analysis is not a required part of the basic financial statements but is 
supplementary information required by accounting principles generally accepted in the United States of America. 
We have applied certain limited procedures, which consisted principally of inquiries of management regarding 
the methods of measurement and presentation of the required supplementary information. However, we did not 
audit the information and express no opinion on it. 
 
 
 
 
 
VARNEY, FINK & ASSOCIATES, INC. 
Certified Public Accountants 
 
 
 
June 6, 2007 
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ÑÐÉÝ Ý¿²¿´ Í¬®»»¬ É¿¬»®´·²» Ô±¿² ó ïççë ðòð ïîíôïëê Ö«´§ ïô îðïë
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REPORT ON INTERNAL CONTROL 
OVER FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS 

BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED 
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 

 
Members of Council 
City of Canal Fulton, Stark County 
 
We have audited the financial statements of the governmental activities, the business-type activities, each major 
fund and the aggregate remaining fund information of the City of Canal Fulton (Stark County), Ohio (the City), 
as of and for the year ended December 31, 2005, which collectively comprise the City’s basic financial 
statements and have issued our report thereon dated June 6, 2007. We conducted our audit in accordance with 
auditing standards generally accepted in the United States of America and the standards applicable to financial 
audits contained in Government Auditing Standards, issued by the Comptroller General of the United States. 
 

Internal Control Over Financial Reporting 
 
In planning and performing our audit, we considered the City’s internal control over financial reporting in order 
to determine our auditing procedures for the purpose of expressing our opinion on the financial statements and 
not to provide an opinion on the internal control over financial reporting. However, we noted certain matters 
involving the internal control over financial reporting and its operation that we consider to be reportable 
conditions. Reportable conditions involve matters coming to our attention relating to significant deficiencies in 
the design or operation of the internal control over financial reporting that, in our judgment, could adversely 
affect the City’s ability to record, process, summarize, and report financial data consistent with the assertions of 
management in the financial statements. A reportable condition is described in the accompany Schedule of 
Findings as item 2005-02. 
 
A material weakness is a reportable condition in which the design or operation of one or more of the internal 
control components does not reduce to a relatively low level the risk that misstatements caused by error or fraud 
in amounts that would be material in relation to the financial statements being audited may occur and not be 
detected within a timely period by employees in the normal course of performing their assigned functions. Our 
consideration of the internal control over financial reporting would not necessarily disclose all matters in the 
internal control that might be reportable conditions and, accordingly, would not necessarily disclose all 
reportable conditions that are also considered to be material weaknesses. However, we consider the reportable 
condition describe above to be a material weakness. 
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REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON 
COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL 
STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING 
STANDARDS (continued) 
 

Compliance and Other Matters 
 
As part of obtaining reasonable assurance about whether the City’s financial statements are free of material 
misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts and 
grant agreements, noncompliance with which could have a direct and material effect on the determination of 
financial statement amounts. However, providing an opinion on compliance with those provisions was not an 
objective of our audit, and accordingly, we do not express such an opinion. The results of our tests disclosed an 
instance of noncompliance that is required to be reported under Government Auditing Standards which is 
described in the accompanying Schedule of Findings as item 2005-01. 
 
We also noted certain additional matters that we have reported to management of the City in a separate letter 
dated June 6, 2007. 
 
This report is intended solely for the information and use of management and the members of Council and is not 
intended to be and should not be used by anyone other than these specified parties. 
 
 
 
 
 
 
VARNEY, FINK & ASSOCIATES, INC. 
Certified Public Accountants 
 
 
June 6, 2007 
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CITY OF CANAL FULTON 
STARK COUNTY, OHIO 

 
 

SCHEDULE OF PRIOR AUDIT FINDINGS 
FOR THE YEAR ENDED DECEMBER 31, 2005 

 
 

 
 

Finding Number 

 
 

Finding Summary 

 
Fully 

Corrected 

Not Corrected, Partially Corrected, 
Significantly Different Corrective Action Taken, 

or Finding No Longer Valid; Explain 
2004-01 Standards for reporting on 

service organizations 
 

Yes   N/A 

2004-02 ORC Section 5705.14, 
5705.15 and 5705.16 

No  Partially corrected 
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CITY OF CANAL FULTON 
STARK COUNTY, OHIO 

 
SCHEDULE OF FINDINGS 

 
FOR THE YEAR ENDED DECEMBER 31, 2005 

 
Finding 2005-01 
 
Section 5705.14, 5705.15 and 5705.16, Revised Code, provides guidelines pertaining to allowable interfund 
transfers. Generally, before an interfund transfer can be made, a resolution of the taxing authority of the political 
subdivision shall be passed by a majority of the governing board and such taxing authority shall prepare a petition 
to be presented to the tax commissioner and to the Court of Common Pleas of the County requesting approval 
of said transfers. The following transfers did not have the proper approval: 
 

Transfer From Transfer To Amount 
General Fund Downtown Capital Improvement Fund $30,000 

 
If permissible, the Finance Director should directly record receipts or expenditures into the aforementioned funds 
rather than transferring these monies. Otherwise, the Finance Director should obtain proper authorization for 
transfers. 
 
Corrective Action:  Contact Person:    Scott Svab, Finance Director    
 
The Finance Director of the City of Canal Fulton, will request approval from City Council of fund transfers and 
list the specific funds and amounts prior to transfers. The ordinance will specifically state the funds and the 
amounts. 
. 
MATERIAL WEAKNESS 
 
Finding 2005-02 
 
A necessary step in the internal control over financial reporting is to prove both the balance of the bank and the 
balance of cash in the accounting records. A bank reconciliation means accounting for the differences between 
the balance on the bank statement(s) and the cash and investment balances according to the City’s records at a 
specific point in time. 
 
Without complete and accurate monthly bank reconciliations, the City’s internal control is significantly weakened 
which could hinder the timely detection of errors or irregularities by the City’s management. At December 31, 
2005, there was an unreconciled difference of $24,347 between the bank balance and the cash on the books. The 
city has since reconciled the books with the bank and the adjustments have been made to the financial 
statements. 
 
 
 
 
 
 



 
 57  

  

 
 

CITY OF CANAL FULTON 
STARK COUNTY, OHIO 

 
SCHEDULE OF FINDINGS 

 
FOR THE YEAR ENDED DECEMBER 31, 2005 

(continued) 
 
The City should perform complete and accurate monthly bank reconciliations. Supporting documentation of the 
reconciliation including outstanding check list, Statement of Cash Position report, deposits in transit and any 
other reconciling item should be kept in a folder with the bank reconciliation report. All unreconciled differences 
should be resolved as quickly as possible so they are not carried forward from month-to-month. Also, an 
employee independent of cash receipt and disbursement activities should review the bank reconciliations for any 
unusual items and document their approval by initialing the form. This will significantly improve the system of 
checks and balances necessary for strong cash control. 
 
Corrective Action:  Contact Person:    Scott Svab, Finance Director    
 
The Finance Director of the City of Canal Fulton will compile monthly bank reconciliations and have an 
independent employee review the disbursement activities and bank reconciliations and document their approval 
by initialing the form. 
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CITY OF CANAL FULTON 
 
 

STARK COUNTY 
 
 
 
 
 

CLERK’S CERTIFICATION 
This is a true 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. 

 
 
 
 
 
 

 
 

CLERK OF THE BUREAU 
 
CERTIFIED 
SEPTEMBER 13,  2007 
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