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REPORT OF INDEPENDENT ACCOUNTANTS ON COMPLIANCE AND ON INTERNAL CONTROL
REQUIRED BY GOVERNMENT AUDITING STANDARDS

City of Tallmadge
Summit County

40 North Avenue
Tallmadge, Ohio 44278

To the City Council:

We have audited the general purpose financial statements of the City of Tallmadge, Summit County, (the
City) as of and for the year ended December 31, 2001, and have issued our report thereon dated May 6,
2002, in which we noted the City adopted Governmental Accounting Standards Board Statements Nos. 33
and 36. We conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States.

Compliance

As part of obtaining reasonable assurance about whether City’s financial statements are free of material
misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts and
grants, noncompliance with which could have a direct and material effect on the determination of financial
statementamounts. 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 no
instances of noncompliance that are required to be reported under Government Auditing Standards.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the 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 assurance on the internal control over financial reporting. Our consideration of the internal
control over financial reporting would not necessarily disclose all matters in the internal control over financial
reporting that might be material weaknesses. A material weakness is a condition in which the design or
operation of one or more of the internal control components does not reduce to a relatively low level the risk
that misstatements in amounts that would be material in relation to the financial statements being audited
may occur and not be detected within a timely period by employees in the normal course of performing their
assigned functions. We noted no matters involving the internal control over financial reporting and its
operation that we consider to be material weaknesses.
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This report is intended for the information and use of the audit committee, management, and City Council
and is not intended to be and should not be used by anyone other than these specified parties.

Jim Petro
Auditor of State

May 6, 2002
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JILL STRITCH JIMELLE COLLINS
DIRECTOR OF FINANCE ASSISTANT FINANCE DIRECTOR

May 6, 2002

The Comprehensive Annual Financial Report (CAFR) of the City of Tallmadge (the City) for the fiscal
year ended December 31, 2001, is hereby submitted. Responsibility for both the accuracy of the data,
and the completeness and fairness of the presentation rests with the City. To the best of our
knowledge, the data in this report is accurate in all material respects. It is our intention to present this
report in a manner that presents fairly the financial position and results of operations of the various
funds and account groups of the City. All disclosures necessary to provide the reader with a better
understanding of the City’s financial activities have been included.

The CAFR is presented in three sections: introductory, financial and statistical. The introductory section
includes this transmittal letter, a listing of the principal City officials and an organizational chart. The
financial section contains the Report of the Independent Accountants on the financial statements and
schedules as well as the general purpose financial statements and the combining and individual fund
and account group statements and schedules. The statistical section includes financial and
demographic information, generally presented on a multi-year basis.

THE REPORTING ENTITY

The City was established in 1936 as a village and became a city in 1951. The City is located in Summit
County approximately 35 miles south of Cleveland, Ohio and is contiguous to Akron, Ohio. The City’s
2000 population of 16,390 makes it the eighth largest City in Summit County.

Effective January 1, 1996, the City became a charter form of government. The charter allows the City
to have home rule governing powers including an elected Mayor, Law Director, Director of Finance and
Treasurer. The structure of Council changed in 1998 from an eight member council to a seven member
council, each with a four year term. Four members of Council are elected from their respective wards
and three members are elected at-large. The members of Council choose, by a majority vote, a
member to serve as President for a two year term. The limitations for debt are as defined by state
statute or local ordinance. The City is currently undergoing a charter review and any changes will be
placed on the ballot in 2002.
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The City provides a full range of services to its citizens. The police protection services include a patrol,
investigative, auxiliary program and a K-9 unit. In addition, the department has an established juvenile
program that incorporates a drug resistance program, diversionary program, and a safety school for pre-
kindergarten children. Tallmadge police also has a delegation of officers on the Summit Metro Critical
Response and Rescue Team. Additional services offered by the City include fire protection and
emergency medical service that provides ambulance transportation to the citizens. The fire protection
services include a prevention bureau, which inspects dwellings and maintains a hazardous materials
program, and promotes safety in the community and schools. Street maintenance includes additional
services such as fall leaf pickup, tree chipping service, composting, waste oil disposal and recycling.
Municipal functions include economic development, planning, zoning, building, cemetery, water and
sanitary sewage services, a park and recreation system including a City pool.

Tallmadge is proud of its historical heritage that has been preserved. An excellent example of Western
Reserve design is the center of Tallmadge known as the Circle or Rotary. This is still the central
architectural focus point of the community. Tallmadge celebrated the 175" anniversary of the Church on
the circle in 2000 with Heritage Day celebrations and a refurbishment of the historical church. To ensure
that the architectural character remains intact, the Design Control District was created and is regulated
by a Design Control Board appointed by the Mayor and Council.

The financial statements, schedules and statistical tables included herein include all funds and account
groups that are controlled by or dependent upon the City, as determined on the basis of budgetary
overview, obligations to fund deficits or control the use of surplus funds, taxing authority and fiscal
management responsibilities. The Tallmadge City School District and the Tallmadge Public Library
conduct all or a portion of their activities within the boundaries of the City. However, these organizations
are not considered part of the City’s reporting entity because the City is not financially accountable for
their activities.

ECONOMIC CONDITION AND FUTURE OUTLOOK

The City offers an attractive opportunity for business growth.

A mixed business community operating in a favorable climate is the basis of Tallmadge’s stable and
healthy environment. Tallmadge’s 400 business establishments, from its largest employer, Auto Sales
Inc., to small family businesses constitute the opportunity and interests that keep Tallmadge a vital part
of the market place.

The City operates a Community Reinvestment Area Tax Abatement Program. This program is available
for commercial and industrial expansions and new construction. A 100% real estate tax exemption for a
maximum of ten years on buildings only is available under the abatement program.

In addition, the City is part of both the Summit County Enterprise Program and the Portage County
Enterprise Program. These Programs abate tangible personal property taxes on items such as
machinery, equipment and inventory up to a maximum of ten years with an average of 50% over the life
of the abatement.

The City established a Link Deposit Program in 1999 to promote economic revitalization in the
community. Small business development is assisted locally through the encouragement of low interest
loans for the creation of new employment or to assist businesses in expansion.
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The Akron area, including Tallmadge, is the recognized world leader in polymer research and production
with over 400 companies involved in this activity. Many Tallmadge firms are indirectly involved in
polymer production or provide products to serve this industry.

Beginning in 1987, the City experienced significant economic growth, which continues today. New
investment in industrial, commercial and residential development exceeded $10 million in 1987
compared to a low of $1.8 million in 1982. This trend continues with a reported valuation exceeding
$20.6 million in 2001.

Virtually all the major employers in the City have expanded or built new facilities during this time period.
While the national and local economy was in a downturn during 2001, there were still a significant
number of expansions in the City. The latest expansions include Waltco Truck Equipment, Carmen
Development Company, J.D. Williamson, The Whole Shop, Thermal Tech, Inc., MedQuest, Inc., Shelter
Care and Jordan Power and Equipment. The renovations made to West Avenue continue to benefit the
City, encouraging business expansion or relocations along this commercial corridor. In addition to these
expansions, there have been numerous commercial enterprises built or expanded throughout the City.

Net employment as a result of these expansions and other developments has increased by
approximately 125 positions yearly. The majority of employment within the City occurs in businesses
housed in 5,000 to 20,000 square foot buildings. This size of building is typically in great demand and
therefore tends to lease rather quickly thereby preserving jobs in the City. Tallmadge’s employment rate
remains stable due to this large number of small businesses in the City. Unemployment rates tend to run
at least one percent lower than the Akron metropolitan area.

In assessing the Tallmadge labor force, one must focus on the entire Akron area. There are presently
over 350,000 jobs in the Akron area. The special demands of local industry have created a highly skilled
and educated labor force. The Akron area ranks in the top six percent nationally in high-tech production
and technical occupations. Current figures indicate that Tallmadge and the metropolitan area have more
than 20,000 engineers, scientists and technicians in the labor force.

Residential development has closely paralleled industrial and commercial development during the same
period. A total of 147 residential units were built in 2001, which consists of 39 single-family dwellings
and 108 condominiums. This is the most residential units built in the City since 1973. Interestingly, 401
units have been built in the City during the last three years. This is approximately half as many units as
constructed during the last ten years.

Not only has the City experienced an increase in new housing starts over the past ten years, it is also
meeting the demands of a changing population with the development of condominiums. Since 1994
there have been six condominium projects. The most recent projects under construction consist of
Eastwood Condominiums, consisting of 170 units located on 27.17 acres, Ridgewood Condominiums,
and Chapel Hill Villas, which consist of 80 condominium units located on approximately 18 acres.
Increased residential development is a strong indicator of future economic growth of the City.

The City has seen a strong influx of young families moving in as evidenced by an increase of
approximately 23% in enrollment in the school system since it's low in 1989. This has resulted in the
school district, in the fall of 1995, reopening one of the previously closed grade schools. The school
system plans on expanding classrooms in the near future by using an additional grade school that had
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been leased previously for the last 15 years to tenants. Current enrollment for school year 2001-02 is
2,713 for grades K through 12.

In order to direct plans that effectuate a sound pattern of development, the City utilizes a Comprehensive
Plan. The Comprehensive Plan is a policy document adopted by the administration and Council. The
result is a document available to the citizens and the interested public that serves as a guide in defining
community objectives, policies and goals and scheduling of capital improvement projects including water
lines, sanitary sewer lines, storm sewers, and transportation. Further, to guide the direction of land
development, this plan provides a thoroughfare map, zoning district map and future land use map. One
of the goals of this plan is to provide central water and sewer service to the remaining areas of the City
within a five-year period. The City updated this important document in 1997.

Growth of industrial, commercial and residential development demonstrates the City’s willingness and
desire to assist business development and promote future growth in Tallmadge. Reflected in the City’'s
Comprehensive Plan is a willingness to promote planned growth for the future. The Comprehensive
Plan details the City’s guide for effective utilization of industrial, commercial, and residential areas
throughout the City as well as proposed industrially zoned annexation areas.

Future growth also depends on the ability of the City to provide adequately serviced areas for growth. In
1995, the City successfully annexed 257 acres of industrial zoned property. This property, located at an
interstate interchange, is the City’s prime industrial area and as such is experiencing increased pressure
for development. In 2001, the City worked with a developer to expand the usability of the area by
installing a new roadway and utilities for further development. This new industrial property, coupled with
the demands for development in the City, indicates a promising future for economic development.

MAJOR INITIATIVES

During 2001, the City completed the Community Road in front of the library. This provided an “outer
circle” linking Northeast Avenue and East Avenue. This project allows for much greater access to the
library and City Community Center as well as for expansion of the Tallmadge Center Plaza.

The City continued the citywide park renovation program in 2001. There were tennis and basketball
courts repaired and updated. The circle in the center of the city received a new electric distribution
system to enhance the decorative lighting on the circle throughout the year illuminating the old Town Hall
and Historic Church in addition to Christmas lights during the holidays. The major park renovation was
the enhanced landscaping and retainer wall at Mac Burleson Park, which is used for baseball.

Renovations began on City Hall in 2000 and were completed in April of 2001. The renovations include a
new customer service area on the first floor that allows customers to pay all their city bills in one central
location. Council Chambers was also updated to take advantage of new technology and provide a larger
and improved atmosphere for public meetings. New security features were also installed in the City
building.

Three maijor street projects were completed during 2001. The South Avenue Project renovated South
Avenue from the Tallmadge Circle approximately 2500 linear feet to just south of the S.D. Myers facility.
The second project titled, South Avenue Eastwood Renovation was a joint project with the City of Akron
and renovated both Eastwood Avenue in Akron and the commercial area along South Avenue in
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Tallmadge. Total cost of the project was approximately 3 million dollars, which will be paid for by the City
of Akron and assessments levied against the property owners. The third project was the extension of
Crystal Parkway from Howe Road to Progress Boulevard. The construction of this new street will open
up approximately 75 acres of new industrial land for development.

During January 2001, the City entered into an agreement to lease the County sewer lines that are
located within the City limits. This will enable the City to maintain those lines for the Tallmadge citizens,
regulate the sewer rate, and bill those customers, as is done with all other Tallmadge citizens.

In 2001, residents approved ballot issues allowing the sale of alcohol, opening the door for development
of restaurants along the major commercial corridors in the City.

FUTURE

Maintaining the City’s infrastructure is an ongoing commitment. The City continues with the maintenance
of sanitary sewers, water improvements, storm water improvements, road paving, concrete maintenance
programs and general infrastructure improvements.

The City will continue the renovation of the existing park system with improvements. There will be
renovations made to Howe Road Park enabling more green space usable for baseball, or other activities
needing large open areas.

The City is continuing to rehabilitate the Old Town Hall in the Tallmadge Circle as part of the historic
preservation. The Old Town Hall is located in the same commons area of the restored Historic Church in
the Circle.

The City anticipates constructing by the year 2004 a new community recreation facility. The facility will
be a joint use facility that is designed for indoor recreational activities such as basketball, volleyball,
tennis, running, walking, indoor soccer, and batting cages. The facility will be funded by private
donations, and capital allocations from city income tax monies. The City may issue debt on the project
but there will be no new levies passed in order to accomplish the construction of the proposed building.

DEPARTMENTAL FOCUS

The City Charter provided for the creation of a Director of Public Safety as one of the administrative
officials. Effective October 1, 2000, Gale Gault, the former police chief of Tallmadge was appointed to
the position of Director of Public Safety. The Public Safety Director oversees all matters of public safety,
including police, fire, emergency medical services, and management information systems for the City.
The Director of Public Safety is at all times investigating regional cooperation in order to maximize
efficiencies and cost effectiveness for Tallmadge and neighboring communities. The Safety Director was
charged with evaluating and implementing EMS transportation fees.

In 2001, the City commenced the imposition of fees on residents for emergency medical services,
including ambulance fees, and other life support fees. The City then awarded a contract for the EMS
billing and collection to Life Force Management. This enhanced the revenue stream for the Fire/EMS
fund, offsetting some of the capital and operating costs necessary for the department.
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FINANCIAL INFORMATION

The City is responsible for establishing and maintaining an internal control system designed to protect its
assets from loss, theft or misuse. Furthermore, the accounting system must be adequate to ensure that
the financial statements are prepared in conformity with accounting principles generally accepted in the
United States. The City’s internal control is designed to provide reasonable, but not absolute, assurance
that these objectives are met. The concept of reasonable assurance recognizes that the cost of internal
control should not exceed the benefits likely to be derived, and that the valuation of costs and benefits
requires estimates and judgments by management.

SUMMARY OF ACCOUNTING POLICIES AND BUDGETARY CONTROL

The City’s financial statements for the Governmental Fund Types, Expendable Trust Funds and Agency
Funds have been prepared using the modified accrual basis of accounting. Under this basis, revenues
are recognized in the period in which they become measurable and available to finance current
operations. Expenditures are recognized in the period in which the liability is incurred, if measurable,
except for interest on general long-term debt, which is recognized when it is due.

The Proprietary Fund Types and the Non-Expendable Trust Fund are accounted for using the accrual
basis of accounting. Therefore, revenues are recognized when they are earned and expenses are
recognized when they are incurred.

The City adopts an annual cash basis appropriation measure or budget for the period January 1 to
December 31 for all funds. Amendments to the budget, whether increasing, decreasing or transferring
amounts, require legislative authorization by City Council. The level of budgetary control at which
expenditures cannot exceed an appropriated amount is established at the program level within the
General Fund and at the fund level for all other funds of the City. Capital items such as capital
equipment are budgeted on a line item basis as specified by City Council legislatively.

Budgetary control is maintained by the fully automated accounting system, which utilizes a purchase
order/encumbrance system. All expenditures over $100 must have a purchase order encumbered prior to
payment, establishing that the monies are legally appropriated and available for use. All expenditures
under $100 are approved by the Director of Finance utilizing a “Then & Now” certification. The Director
of Finance has prepared a Procurement Policy booklet outlining policies and procedures for all
employees authorized to order goods or enter into a contract. At the close of the fiscal year, the
unencumbered balance of each respective fund becomes available for future appropriations. The
outstanding purchase orders or encumbrances at year-end carry forward to the succeeding fiscal year
and need not be reappropriated.

The Director of Finance communicates the financial condition of the City to Council and department
heads on a monthly basis by furnishing financial information by fund and account. Furthermore, the fully
integrated financial accounting system allows for the immediate update of revenue and expenditure
items. The immediate dissemination of information provides management and administration with the
necessary data for daily decision making, monitoring and evaluation.
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GENERAL GOVERNMENTAL FUNCTIONS

The schedules below compare revenues and expenditures for general governmental functions which
include the General, Special Revenue, Debt Service, Capital Projects and Expendable Trust Funds. The
City implemented Governmental Accounting Standards Board (GASB) Statement No. 33, Accounting
and Financial Reporting for Nonexchange Transactions. Therefore, fiscal year 2000 was restated
applying GASB 33. A discussion of the material differences in revenues and expenditures from 2001 to
2000 follows.

as restated
(Note 1) Increase
2001 2000 (Decrease)
Revenues Amount Am ount Amount
Taxes $ 8,493,766 $ 8,394,531 $ 99,235
Intergovernmental 2,376,048 2,466,027 (89,979)
Charges for services 593,539 326,951 266,588
Fines, licenses and permits 323,608 234,493 89,115
Investment income 296,318 319,377 (23,059)
Special assessments 85,883 143,926 (58,043)
Miscellaneous 366,469 128,147 238,322
Total Revenues $ 12,535,631 $ 12,013,452 $ 522,179

The revenue category of taxes increased 1.18% from fiscal year 2000 due to slight increases in the
collection of property taxes on new construction.

The revenue category of intergovernmental taxes decreased by 3.65% in 2001 primarily due to a
decrease in inheritance tax.

The revenue category of charges for services increased from fiscal year 2000 to 2001 by a significant
amount. This is because the City began charging and collecting ambulance fees, which created a new
revenue stream.

The revenue category of fines, licenses and permits increased primarily due to the increase of all
building fees commencing in 2001.

The revenue category of special assessments declined in 2001 due to having only very minor assessed
projects in 2001.

The revenue category of miscellaneous increased from fiscal year 2000 to 2001 due primarily to a

contribution of approximately $190,000 from the County library to the City for their participation towards
the Community Center Road.
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Increase

2001 2000 (Decrease)
Expenditures Amount Amount Amount
Current
Security of persons and property $ 4,546,800 $ 4,559,866 $ (13,066)
Public health and welfare 173,349 159,353 13,996
Leisure time activities 727,899 780,070 (52,171)
Community development 385,460 350,053 35,407
Transportation 1,403,016 1,464,656 (61,640)
General government 2,639,616 2,392,119 247,497
Capital outlay 2,845,234 3,588,325 (743,091)
Debt service 0
Principal 200,000 318,242 (118,242)
Interest 358,523 303,277 55,246
Total Expenditures $ 13,279,897 $ 13,915,961 $ (636,064)

The expenditure category of transportation decreased primarily due to the extremely mild winter, the City
saved a large amount of money, as it was not necessary to purchase road salt.

The expenditure category of general government increased for several reasons as opposed to a
significant event. The City added a part-time Safety Director in 2001, which increased expenditures
approximately $27,000. There was emphasis placed on the management information system for the City
and additional money spent to upgrade and network the computer system in the new city hall, which
increased expenditures approximately $30,000. Also, the City acquired some open land in some
allotments, which increased the property taxes for one year by $43,000. Lastly, the remaining increase
in expenditures was due to salary increases of approximately 5.5% to all non-bargaining and bargaining
employees in the City.

The expenditure category of capital outlay reflected a 20.71% decrease. This substantial decrease in
expenditures is due to the completion of the renovation of the City Hall Building in fiscal year 2000.

The expenditure category of principal decreased due to identifying the capital lease as a capital outlay
item in the Special Revenue Fund.

The expenditure category of interest increased due to the issuance of the City Building Improvement
Bonds.

General Fund - The General Fund accounts for all financial transactions of the City that are not
accounted for in any of the other funds. The General Fund accounts for all governmental administrative
functions, safety and security, community environment, recycling and leisure time activities.

Special Revenue Funds - Special Revenue Funds of the City account for revenues derived from special
levies or a legally restricted revenue source. The major funds in this classification are the Fire/EMS
Levy, State Highway and Street Maintenance and Repair Funds.
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Capital Projects Funds - Capital Projects Funds of the City account for all financial transactions related
to major capital projects that are not reflected as Enterprise Funds. These projects are typically funded
from transfers from the General Fund or from the sale of general obligation debt.

Enterprise Funds - Enterprise Funds of the City account for those operations of the City where the
costs of providing the services are paid for by user charges. It also includes utility projects whereby the
debt is paid for by special assessments and monies in the major enterprise funds. The two distinct major
enterprise operations of the City are the Sanitary Sewer Operating and Water Operating Funds.

In an effort to maintain and refurbish the infrastructure of the City there are also Sanitary Sewer and
Water Operating Infrastructure Funds. In accordance with City ordinances, the Infrastructure Funds
receive annual revenues equal to 6% of the operating revenue from the Sanitary Sewer Operating and
Water Operating Funds. The City does not operate its own water plant, rather the City purchases water
from the City of Akron. The City owns and maintains the water lines and bills all the water customers
within the City limits. The City also utilizes sewage treatment services provided by the City of Akron.
Again, the City of Tallmadge maintains the sewer lines and bills its customers within the City limits. The
water rates that the City sets for its citizens are based upon the rates charged by the City of Akron.

Pension Trust Funds - Employees of the City belong to one of two state operated pension plans.
These are the Public Employees Retirement System (PERS) and the Ohio Police and Fire Pension Fund
(OP&F). The elected officials participate in PERS on a voluntary basis. The Ohio Revised Code
mandates the participation in the plans by the City and its employees.

The total payrolls for employees covered by PERS and OP&F for the year ended December 31, 2001,
were $3,462,435 and $1,940,560, respectively. The City’s 2001 employer contributions made to PERS
and OP&F were $469,160 and $405,341, respectively. A portion of the employer’s contribution for PERS
and OP&F is set aside for the funding of postretirement health care which was 4.3% and 7.5%,
respectively.

Debt Administration - The total amount of the City’s debt is substantially lower than the statutory debt
margins as indicated in Table 7 in the Statistical Section of this report. At December 31, 2001, the City’s
long-term bonds and notes payable were as follows:

Enterprise Funds Obligations $ 1,606,000
Other Long-Term General Obligations $ 6,844,000

Cash Management - The primary goal of the cash management program is to minimize the level of idle
cash on hand to meet the daily cash requirements while simultaneously maximizing the funds available
for investment. The City does not invest and has not invested in derivative products. The eligible
investments under the City’s investment policy are as follows:

A. Certificates of deposit when purchased from institutions located in Tallmadge.

B. Bonds, notes, or other direct obligations of or guaranteed by the United States or its agencies or
instrumentalities or those for which the full faith and credit of the United States is pledged for
payment of principal and interest issued by the United States Treasury, Government National
Mortgage Association (GNMA), Federal National Mortgage Association (FNMA), Federal Farm Credit
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Bank (FFCB), Federal Home Loan Bank (FHLB), and Federal Home Loan Mortgage Corporation
(FHLMC).

Bonds or other obligations of the State of Ohio and the City of Tallmadge.

Repurchase agreements with institutions that have signed a master repurchase agreement with the
City.

The State Treasury Asset Reserve of Ohio (STAR Ohio).

All investments of interim funds must have a maturity of no longer than two years.

. All investments of inactive funds must have a maturity of no longer than five years.

o

@ mm

The City’s investment objectives, in order of priority, are insuring the safety of the public funds, investing
those funds in accordance with all state and local laws, maintaining sufficient liquidity to meet all
reasonably anticipated expenditures and receiving the highest rate of return.

The City instituted a comprehensive investment policy which was adopted by Council in 1991. In 1992,
the investment policy was amended, adopted by Council and the City received certification for that policy
by the Municipal Treasurers Association of the United States and Canada (MTA). The Investment Policy
was revised in 1997 and is in Chapter 125.01 in the Tallmadge Codified Ordinances.

Risk Management - The City, through the Service Director’'s department, obtains proposals annually for
the most competitive insurance coverage. This department administers the City’s insurance coverage,
which is described as follows:

e General Liability - $2,000,000 aggregate with a $1,000,000 occurrence

e Automobile Liability - $1,000,000 combined single limit on all City owned, hired and non-owned
automobiles with a $250 deductible for comprehensive and $500 collision

e Umbrella Liability - The City has $10,000,000 coverage extending the liability on the general liability,
automobile liability, police professional liability and firefighters errors and omissions

e Property and Content - $14,295,441 blanket coverage on buildings and contents and a $1,000
deductible

o Firefighters Errors and Omissions - $2,000,000 aggregate with a $1,000,000 occurrence coverage
e Public Officials - $5,000,000 aggregate with a $5,000,000 loss and a $5,000 deductible

e Police Professional - $1,000,000 aggregate with a $1,000,000 occurrence and $1,000,000 per
person with a $5,000 deductible

In addition, the City carries blanket bond insurance with a $100,000 per occurrence for guaranteeing the
honest and faithful performance of the City’s employees.

The Director of Finance and Treasurer are bonded for $250,000. All persons working under the direction
and supervision of either the Director of Finance or Treasurer’s office are bonded for $25,000. All other
officers, clerks or employees who are paid by the City are covered by a blanket bond not to exceed
$5,000.

18



City of Tallmadge, Ohio

Fixed Assets - The General Fixed Assets of the City include all City owned land, buildings and
improvements, equipment and vehicles that are essential for the performance of the governmental
functions. The General Fixed Assets Account Group accounts for all assets of the City other than those
accounted for in the Proprietary Funds. As of December 31, 2001, the General Fixed Assets of the City
totaled $19,207,735. This amount represents the historical cost of acquiring the assets.

Depreciation is not recorded on those assets in the General Fixed Assets Account Group. Infrastructure
fixed assets such as streets, drains, traffic signals and signs are not capitalized by the City and are not
reported as part of the General Fixed Assets Account Group.

OTHER

Independent Audit - The 2001 audit was performed by the State of Ohio Office of the Auditor. The City
continues to receive an unqualified opinion. The Report of the Independent Accountants on the City’s
financial statements is included in the financial section of this report.

Awards - The Government Finance Officers Association of the United States and Canada (GFOA)
awarded a Certificate of Achievement for Excellence in Financial Reporting to the City of Tallmadge for
its Comprehensive Annual Financial Report (CAFR) for the fiscal year ended December 31, 2000. The
Certificate of Achievement is a prestigious national award recognizing conformance with the highest
standards for preparation of state and local government financial reports. Such CAFR must satisfy both
generally accepted accounting principles and applicable legal requirements.

A Certificate of Achievement is valid for a period of one year only. The City has received a Certificate of
Achievement for the last nine consecutive years (fiscal years ended 1992 - 2000). We believe our
current report continues to conform to the Certificate of Achievement program requirements and are
submitting it to the GFOA.

Acknowledgment - | would like to express my sincere appreciation to those individuals who assisted in
the preparation of this Comprehensive Annual Financial Report. Successful preparation of a report of
this scope depends upon the dedicated contributions and hard work of many employees. The
cooperation and dedication, particularly of those in my office, that assisted me in this endeavor made the
accomplishment of this report a reality. | would also like to extend my appreciation to the Administration
and City Council for their support and commitment.

Respectiyly Submitted,

/n‘f Stritch, Director of Finance, CMFA
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Certificate of

Achievement

for Excellence
in Financial
Reporting

Presented to

City of Tallmadge,
Ohio

For its Comprehensive Annual
Financial Report
for the Fiscal Year Ended
December 31, 2000

A Certificate of Achievement for Excellence in Financial
Reporting is presented by the Government Finance Officers
Association of the United States and Canada to
government units and public employee retirement
systems whose comprehensive annual financial
reports (CAFRs) achieve the highest
standards in government accounting
and financial reporting.
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City of Tallmadge, Ohio
Listing of Principal City Officials
As of December 31, 2001

ELECTED OFFICIALS

Mayor

Director of Finance
Director of Law
Treasurer
President of Council
Council Member
Council Member
Council Member
Council Member
Council Member
Council Member

APPOINTED OFFICIALS

Service Director

Director of Administration
Safety Director

Human Resources Director
Economic Developer
Assistant Director of Law
Assistant Director of Finance
Deputy Treasurer

Chief Deputy Tax Administrator
Clerk of Council

Deputy Clerk of Council

DEPARTMENT OFFICIALS

Chief of Police

Chief of Fire

Road Superintendent
Utilities Superintendent
Garage Superintendent
Engineer/Building Inspector
Recreation Director

Civil Service Chairman
Maintenance Supervisor
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Christopher B. Grimm
Jill M. Stritch
Richard A. Schunk
Marc R. Dion, Sr.
Jerry E. Feeman
Linda S. Poinar
John D. Rensel

Jack L. Sarver
Mickey L. Shields
Gene Stalnaker
Dennis P. Thompson

David G. Kline
Richard L. Osborne
Gale G. Gault
Judy McDonald
Ross Sauner
Penny Taylor
Jimelle Collins
Angela Myers
Rosemary Berdy
Susan E. Wilson
Dennis DiMascio

John G. Kafka
Dennis Crossen
John A. Gilbert
Thomas J. Mitan
Walter J. Brown
Roger A. Lyons
Martin G. Adlesic
Bernard J. Fuchs
Lee Crites
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111 Second Street, NW

STATE OF OHIO Fourth Floor
Canton, Ohio 44702
OFFICE OF THE AUDITOR Telephone  330-438-0617
800-443-9272
JiM PETRO, AUDITOR OF STATE Facsimile  330-471-0001

www.auditor.state.oh.us

REPORT OF INDEPENDENT ACCOUNTANTS

The Honorable Mayor and Members of City Council
City of Tallmadge

Summit County

46 North Avenue

Tallmadge, Ohio 44278

We have audited the accompanying general purpose financial statements of the City of Tallmadge, Summit County, (the
City) as of and for the year ended December 31, 2001, as listed in the Table of Contents. These general purpose financial
statements are the responsibility of the City’s management. Our responsibility is to express an opinion on these general
purpose 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 Government Auditing Standards, issued by the Comptroller
General of the United States. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as evaluating the overall financial
statement presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the general purpose financial statements referred to above present fairly, in all material respects, the
financial position of the City of Tallmadge, Summit County, as of December 31, 2001, and the results of its operations
and the cash flows of its proprietary fund types and non-expendable trust fund for the year then ended in conformity with
accounting principles generally accepted in the United States of America.

As discussed in Note 1, to the general purpose financial statements, effective January 1, 2001, the City changed its
method of accounting and reporting for nonexchange transactions, as required by Governmental Accounting Standards
Board Statement Nos. 33 and 36.

In accordance with Government Auditing Standards, we have also issued our report dated May 6, 2002 on our
consideration of the City’s internal control over financial reporting and our tests of its compliance with certain provisions
of laws, regulations, contracts and grants. That report is an integral part of an audit performed in accordance with
Government Auditing Standards and should be read in conjunction with this report in considering the results of our audit.

We performed our audit to form an opinion on the general purpose financial statements of the City, taken as a whole.
The combining and individual fund and account group financial statements and schedules listed in the Table of Contents
are presented for additional analysis and are not a required part of the general purpose financial statements. We
subjected this information to the auditing procedures applied in the audit of the general purpose financial statements and,
in our opinion, it is fairly presented in all material respects, in relation to the general purpose financial statements taken
as a whole.

We did not audit the data included in the introductory and statistical sections of this report and therefore express no
opinion thereon.

Jim Petro
Auditor of State

May 6, 2002
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City of Tallmadge, Ohio
Combined Balance Sheet - All Fund Types and Account Groups

December 31, 2001
(With Comparative Totals as of December 31, 2000)

Assets and Other Debits:

Equity in pooled cash
and investments

Receivables

Inventory of supplies

Fixed assets (net of accumulated
depreciation where applicable)

Amount available for retirement of
general long-term obligations

Amount to be provided for retirement of
general long-term obligations

Total Assets and Other Debits

Liabilities, Fund Equity and Other
Credits:

Liabilities:

Accounts payable

Claims payable

Accrued wages and benefits
Other liabilities

Deferred revenue

General obligation notes payable
General obligation bonds payable
Special assessment debt

Capital lease payable

Total Liabilities

Fund Equity and Other Credits:

Investment in general fixed assets

Contributed capital

Retained earnings

Fund balance :
Reserved for encumbrances
Reserved for inventory
Reserved for debt service
Reserved for endowment
Unreserved - undesignated

Total Fund Equity and
Other Credits

Total Liabilities, Fund Equity and
Other Credits

Governmental Fund Types

Special Debt Capital

General Revenue Service Projects
$ 2,148,058 $ 530,762 $ 51,519 519,041
2,735,901 1,417,958 1,756,967 2,739
- 146,154 - -
$ 4,883,959 $ 2,094,874 $ 1,808,486 521,780
$ 122,447 $ 48,274 $ - 4,014
305,059 162,039 - -
30,515 - - -
1,814,839 1,259,646 1,756,967 978
2,272,860 1,469,959 1,756,967 4,992
123,950 101,983 - 164,984
- 146,154 - -
- - 51,519 -
2,487,149 376,778 - 351,804
2,611,099 624,915 51,519 516,788
$ 4,883,959 $ 2,094,874 $ 1,808,486 521,780

(see notes to the combined financial statements)
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Fiduciary 2000 Totals

Proprietary Fund Types Fund Types Account Groups 2001 Totals (Memorandum

Internal Trust and General Fixed General Long- (Memorandum Only ) as re-

Enterprise Service Agency Assets Term Obligations Only) stated (Note 1)
5,565,701 $ 340,498 $ 225,606 $ -3 -3 9,381,185  $ 11,204,638
2,960,314 1,201 101,103 - - 8,976,183 8,539,592
89,040 71,357 - - - 306,551 275,129
10,128,920 179,720 - 19,207,735 - 29,516,375 27,935,160
- - - - 51,519 51,519 64,114
- - - - 7,469,812 7,469,812 5,403,672
18,743975 $ 592,776 $ 326,709 $ 19,207,735 $ 7,521,331 $ 55,701,625 $ 53,422,305
402,080 $ 24305 $ 134,353  § - 9 - % 735,473 $ 1,273,515
- 97,322 - - - 97,322 49,633
66,015 19,571 65,012 - 474,018 1,091,714 1,094,436
7,925 - - - - 38,440 102,333
- - 100,321 - - 4,932,751 5,000,112
- - - - - - 3,170,000
- - - - 5,804,000 5,804,000 3,799,000
1,606,000 - - - 1,040,000 2,646,000 2,106,000
- - - - 203,313 203,313 233,925
2,082,020 141,198 299,686 - 7,521,331 15,549,013 16,828,954
- - - 19,207,735 - 19,207,735 17,860,795
6,061,693 12,930 - - - 6,074,623 5,921,470
10,600,262 438,648 - - - 11,038,910 10,327,006
- - - - - 390,917 1,240,300
- - - - - 146,154 139,824
- - - - - 51,519 64,114
- - 30,500 - - 30,500 30,500
- - (3,477) - - 3,212,254 1,009,342
16,661,955 451,578 27,023 19,207,735 - 40,152,612 36,593,351
18,743,975 $ 592,776 $ 326,709 $ 19,207,735 $ 7,521,331 $ 55,701,625 § 53,422,305

(see notes to the combined financial statements)
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City of Tallmadge, Ohio
Combined Statement of Revenues, Expenditures and Changes in Fund Balances
All Governmental Fund Types and Expendable Trust Funds
for the Year Ended December 31, 2001
(With Comparative Totals for the Year Ended December 31, 2000)

Fiduciary Totals
Governmental Fund Types Fund Type (Memorandum Only)
as restated
Special Debt Capital Expendable (Note 1)
General Revenue Service Projects Trust 2001 2000
Revenues
Taxes $ 7,359,997 $ 1,040,579 §$ -3 - % 93,190 § 8,493,766 $ 8,394,531
Intergovernmental 1,550,247 620,062 - 195,000 10,739 2,376,048 2,466,027
Charges for services 281,461 312,078 - - - 593,539 326,951
Fines, licenses and permits 317,043 6,565 - - - 323,608 234,493
Investment income 255,509 7,277 - 33,082 450 296,318 319,377
Special assessments - - 85,883 - - 85,883 143,926
Miscellaneous 151,880 17,896 12,250 182,449 1,993 366,468 128,147
Total Revenues 9,916,137 2,004,457 98,133 410,531 106,372 12,535,630 12,013,452
Expenditures
Current:
Security of persons and property 2,637,192 1,640,600 - - 269,008 4,546,800 4,559,866
Public health and welfare 114,700 58,649 - - - 173,349 159,353
Leisure time activities 523,238 204,661 - - - 727,899 780,070
Community development 385,460 - - - - 385,460 350,053
Transportation - 1,403,016 - - - 1,403,016 1,464,656
General government 2,639,116 - 500 - - 2,639,616 2,392,119
Capital outlay 135,881 1,160,105 - 1,549,248 - 2,845,234 3,588,325
Debt service:
Principal - - 200,000 - - 200,000 318,242
Interest - - 293,928 64,595 - 358,523 303,277
Total Expenditures 6,435,587 4,467,031 494,428 1,613,843 269,008 13,279,897 13,915,961
Excess (Deficiency) of Revenues
Over Expenditures 3,480,550 (2,462,574) (396,295) (1,203,312) (162,636) (744,267) (1,902,509)
Other Financing Sources (Uses)
Capital lease proceeds - 101,441 - - - 101,441 259,957
Proceeds from debt issuance - - - 2,175,000 - 2,175,000 1,070,000
Proceeds from sale of assets - - - - - - 25,988
Operating transfers in - 2,587,283 383,700 432,551 180,000 3,583,534 3,830,192
Operating transfers out (3,569,251) (206,280) - - - (3,775,531) (4,146,953)
Total Other Financing Sources
(Uses) (3,569,251) 2,482,444 383,700 2,607,551 180,000 2,084,444 1,039,184
Excess (Deficiency) of Revenues and
Other Sources Over Expenditures
and Other Uses (88,701) 19,870 (12,595) 1,404,239 17,364 1,340,177 (863,325)
Fund Balance at Beginning of Year
as restated (Note 1) 2,639,800 658,715 64,114 (887,451) (36,710) 2,438,468 3,269,916
Change in Reserve for Inventory - 6,330 - - - 6,330 31,874
Residual Equity Transfers In 60,000 - - - - 60,000 278,210
Residual Equity Transfers Out - (60,000) - - - (60,000) (278,210)
Fund Balance at End of Year $ 2,611,099 $ 624,915 § 51,519 § 516,788 $  (19,346) $ 3,784,975 $ 2,438,465

(see notes to the combined financial statements)
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(continued)
City of Tallmadge, Ohio
Combined Statement of Revenues, Expenditures and Changes in Fund Balances
Budget and Actual (Non-GAAP Budgetary Basis)
All Governmental Fund Types and Expendable Trust Funds
for the Year Ended December 31, 2001

General Fund Special Revenue Funds
Variance Variance
Favorable Favorable
Budget Actual (Unfavorable) Budget Actual (Unfavorable)
Revenues
Taxes $ 7,505,729 $ 7,400,476 $ (105,253) $ 984,016 $ 992,228 $ 8,212
Intergovernmental 1,266,243 1,547,132 280,889 587,023 656,104 69,081
Charges for services 257,700 281,461 23,761 375,000 266,827 (108,173)
Fines, licenses and permits 257,700 306,691 48,991 3,118 3,152 34
Investment income 166,000 260,760 94,760 6,881 6,913 32
Special assessments 1,700 8,573 6,873 - - -
Miscellaneous 167,600 188,224 20,624 14,000 25,758 11,758
Total Revenues 9,622,672 9,993,317 370,645 1,970,038 1,950,982 (19,056)
Expenditures
Current:
Security of persons and property 2,824,800 2,693,902 130,898 1,659,395 1,648,964 10,431
Public health and welfare 114,700 114,700 - 59,000 58,773 227
Leisure time activities 561,800 519,170 42,630 214,800 201,588 13,212
Community environment 365,500 361,868 3,632 - - -
Transportation - 2,059,500 1,897,754 161,746
General government 2,676,050 2,540,978 135,072 - - -
Capital outlay 128,800 90,694 38,106 443,111 436,891 6,220
Debt service:
Principal - - - - - -
Interest - - - - - -
Total Expenditures 6,671,650 6,321,312 350,338 4,435,806 4,243,970 191,836
Excess (Deficiency) of Revenues
Over Expenditures 2,951,022 3,672,005 720,983 (2,465,768) (2,292,988) 172,780
Other Financing Sources (Uses)
Bond proceeds - - - - - -
Operating transfers in - - - 2,639,357 2,587,282 (52,075)
Operating transfers out (3,739,100) (3,569,251) 169,849 (206,394) (206,282) 112
Other financing sources (Uses) net - - - - - -
Total Other Financing Sources (Uses (3,739,100) (3,569,251) 169,849 2,432,963 2,381,000 (51,963)
Excess (Deficiency) of Revenues
and Other Sources Over
Expenditures and Other Uses (788,078) 102,754 890,832 (32,805) 88,012 120,817
Fund Balance at Beginning of Year 1,716,577 1,716,577 - 344,090 344,090 -
Decertification of prior year
encumbrances 36,398 36,398 - 13,474 13,474 -
Residual Equity transfers in 60,000 60,000 - - - -
Residual Equity transfers out - - - (60,000) (60,000) -

Fund Balance at End of Year $ 1024897 $ 1915729 § 890,832 § 264,759 $ 385,576 § 120,817

(see notes to the combined financial statements)
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(continued)

Budget and Actual (Non-GAAP Budgetary Basis)

City of Tallmadge, Ohio
Combined Statement of Revenues, Expenditures and Changes in Fund Balances

All Governmental Fund Types and Expendable Trust Funds
for the Year Ended December 31, 2001

Debt Service Fund

Capital Project Funds

Budget

Actual

Variance
Favorable
(Unfavorable)

Budget

Actual

Variance
Favorable
(Unfavorable)

Revenues
Taxes $
Intergovernmental
Charges for services
Fines, licenses and permits
Investment income
Special assessments
Miscellaneous

85,883
12,250

377,449
125,005

$

377,449

Total Revenues

98,133

502,454

426,937

(75,517)

Expenditures

Current:
Security of persons and property
Public health and welfare
Leisure time activities
Community environment
Transportation
General government

Capital outlay

Debt service:
Principal
Interest

200,000
294,000

200,000 -
293,928 72

1,110,999

2,300,690
106,000

1,058,765

2,270,000
106,394

30,690
(394)

Total Expenditures

494,000

493,928 72

3,517,689

3,435,159

82,530

Excess (Deficiency) of Revenues
Over Expenditures

(395,867)

(395,795) 72

(3,015,235)

(3,008,222)

7,013

Other Financing Sources (Uses)
Bond proceeds
Operating transfers in
Operating transfers out
Other financing sources (Uses) net

383,700

(8,000)

383,700 -

(3,100) 4,900

2,175,000
432,551

2,175,000
432,551

Total Other Financing Sources (Uses)

375,700

380,600 4,900

2,607,551

2,607,551

Excess (Deficiency) of Revenues
and Other Sources Over
Expenditures and Other Uses

Fund Balance at Beginning of Year

Decertification of prior year
encumbrances

Residual Equity transfers in
Residual Equity transfers out

(20,167)

66,714

(15,195) 4,972

66,714 -

(407,684)

739,203

11,735

(400,671)

739,203

11,735

7,013

Fund Balance at End of Year $

46,547

$

51519 § 4,972

$

343,254

$

350,267

$ 7,013

(see notes to the combined financial statements)
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City of Tallmadge, Ohio

Combined Statement of Revenues, Expenditures and Changes in Fund Balances
Budget and Actual (Non-GAAP Budgetary Basis)

All Governmental Fund Types and Expendable Trust Funds

for the Year Ended December 31, 2001

Expendable Trust Funds

Totals (Memorandum Only)

Variance Variance
Favorable Favorable
Budget Actual (Unfavorable) Budget Actual (Unfavorable)
Revenues
Taxes $ 95104 § 93,214  $ (1,890) $ 8,584,849 § 8,485918 $ (98,931)
Intergovernmental 10,429 10,740 311 2,241,144 2,591,425 350,281
Charges for services - - - 632,700 548,288 (84,412)
Fines, licenses and permits - - - 260,818 309,843 49,025
Investment income - - - 297,886 317,161 19,275
Special assessments - - - 87,583 94,456 6,873
Miscellaneous 2,500 1,994 (506) 196,350 228,226 31,876
Total Revenues 108,033 105,948 (2,085) 12,301,330 12,575,317 273,987
Expenditures
Current:
Security of persons and property 300,300 261,042 39,258 4,784,495 4,603,908 180,587
Public health and welfare - - - 173,700 173,473 227
Leisure time activities - - - 776,600 720,758 55,842
Community environment - - - 365,500 361,868 3,632
Transportation - - - 2,059,500 1,897,754 161,746
General government - - - 2,676,050 2,540,978 135,072
Capital outlay - - - 1,682,910 1,586,350 96,560
Debt service:
Principal - - - 2,500,690 2,470,000 30,690
Interest - - - 400,000 400,322 (322)
Total Expenditures 300,300 261,042 39,258 15,419,445 14,755,411 664,034
Excess (Deficiency) of Revenues
Over Expenditures (192,267) (155,094) 37,173 (3,118,115) (2,180,094) 938,021
Other Financing Sources (Uses)
Bond proceeds - - - 2,175,000 2,175,000 -
Operating transfers in 210,000 180,000 (30,000) 3,665,608 3,583,533 (82,075)
Operating transfers out - - - (3,945,494) (3,775,533) 169,961
Other financing sources (Uses) net - - - (8,000) (3,100) 4,900
Total Other Financing Sources (Uses) 210,000 180,000 (30,000) 1,887,114 1,979,900 92,786
Excess (Deficiency) of Revenues
and Other Sources Over
Expenditures and Other Uses 17,733 24,906 7,173 (1,231,001) (200,194) 1,030,807
Fund Balance at Beginning of Year 19,635 19,635 - 2,886,219 2,886,219 -
Decertification of prior year
encumbrances - - - 61,607 61,607 -
Residual Equity transfers in - - - 60,000 60,000 -
Residual Equity transfers out - - - (60,000) (60,000) -
Fund Balance at End of Year $ 37368 $ 44541  $ 7173 $ 1,716,825 $ 2,747,632 $ 1,030,807

(see notes to the combined financial statements)
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City of Tallmadge, Ohio
Combined Statement of Revenues, Expenses and Changes in Fund Equity
All Proprietary Fund Types and Non-Expendable Trust Fund

for the Year Ended December 31, 2001

(With Comparative Totals for the Year Ended December 31, 2000)

Fiduciary Totals
Proprietary Fund Types Fund Type (Memorandum Only)
Internal Non-Expendable
Enterprise Service Trust 2001 2000
Operating Revenues
Charges for services $ 4,261,330 1,065,854 § - $ 5327184 $ 4,256,699
Investment income - - 2,768 2,768 3,447
Other 408,635 10,620 - 419,255 49,182
Total Operating Revenues 4,669,965 1,076,474 2,768 5,749,207 4,309,328
Operating Expenses
Personal services 397,128 281,958 - 679,086 611,816
Contractual services 2,765,015 910,573 - 3,675,588 2,515,440
Depreciation 487,874 31,298 - 519,172 506,945
Other 181,460 240,338 2,014 423,812 364,817
Total Operating Expenses 3,831,477 1,464,167 2,014 5,297,658 3,999,018
Operating Income (Loss) 838,488 (387,693) 754 451,549 310,310
Nonoperating Revenues (Expenses)
Investment income 295,331 - - 295,331 406,548
Interest expense (85,998) - - (85,998) (92,626)
Total Nonoperating Revenues
(Expenses) - Net 209,333 - - 209,333 313,922
Income (Loss) Before Operating
Transfers 1,047,821 (387,693) 754 660,882 624,232
Operating transfers in 234,033 352,000 - 586,033 1,854,589
Operating transfers out (394,033) - - (394,033) (1,537,828)
Net Income (Loss) 887,821 (35,693) 754 852,882 940,993
Retained Earnings/Fund Balance
at Beginning of Year 9,852,664 474,341 45,615 10,372,620 9,431,628
Residual Deficit (Equity)
Transfers In/Out (140,223) - - (140,223) -
Retained Earnings/Fund Balance
at End of Year 10,600,262 438,648 46,369 11,085,279 10,372,621
Contributed Capital
at Beginning of Year 5,921,470 - - 5,921,470 5,921,470
Current Year Contributions 140,223 12,930 - 153,153 -
Contributed Capital at End of Year 6,061,693 12,930 - 6,074,623 5,921,470
Fund Equity at End of Year $ 16,661,955 451578 § 46,369 $ 17,159,902 $ 16,294,091

(see notes to the combined financial statements)
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City of Tallmadge, Ohio
Combined Statement of Cash Flows

(continued)

All Proprietary Fund Types and Non-Expendable Trust Fund

for the Year Ended December 31, 2001

(With Comparative Totals for the Year Ended December 31, 2000)

Cash Flows Provided by

(Used in) Operating Activities

Cash received from customers

Cash payments to suppliers for
goods/services

Cash payments to employees for
services

Other operating revenues (Uses)

Net Cash Provided By (Used in)
Operating Activities

Cash Flows Provided by (Used in)
Noncapital Financing Activities
Operating transfers in

Operating transfers out

Net Cash Provided by (Used in)
Noncapital Financing Activities

Cash Flows Provided by (Used in)
Capital & Related Financing Activities
Acquisition and construction of

capital assets
Contributed capital
Residual Equity Transfers Out
Principal paid on notes/bonds
Interest paid on notes/bonds
Proceeds from sale of notes/bonds
Proceeds from sale of fixed assets

Net Cash Provided by (Used in)
Capital & Related Financing Activities

Cash Flows Provided by (Used in)
Investing Activities
Interest on investments

Net Cash Provided by (Used in)
Investing Activities

Net Increase (Decrease) in Cash

Cash at Beginning of Year

Cash at End of Year

Proprietary Fund Types

Totals
(Memorandum Only)

Internal Non-Expendable
Enterprise Service 2001 2000
3,657,302 1,119,476 4,776,778 $ 4,077,788
(2,947,897) (1,103,735) (4,051,632) (2,895,510)
(394,305) (289,851) (684,156) (1,023,743)
408,634 10,620 419,254 251,805
723,734 (263,490) 460,244 410,340
234,033 352,000 586,033 1,854,537
(394,033) - (394,033) (1,538,060)
(160,000) 352,000 192,000 316,477
(739,170) (10,935) (750,105) (1,072,334)
140,223 12,930 153,153
(140,223) - (140,223) -
(1,905,000) - (1,905,000) (118,000)
(89,340) - (89,340) (92,626)
1,575,000 - 1,575,000 900,000
- - - 125
(1,158,510) 1,995 (1,156,515) (382,835)
297,664 - 298,311 407,561
297,664 - 298,311 407,561
(297,112) 90,505 (205,960) 751,543
5,862,813 249,993 6,158,421 5,406,482
5,565,701 340,498 5,952,461 $§ 6,158,025

(see notes to the combined financial statements)
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(continued)

City of Tallmadge, Ohio
Combined Statement of Cash Flows
All Proprietary Fund Types and Non-Expendable Trust Fund
for the Year Ended December 31, 2001
(With Comparative Totals for the Year Ended December 31, 2000)

Fiduciary Totals
Proprietary Fund Types Fund Type (Memorandum Only)
Internal Non-Expendable
Enterprise Service Trust 2001 2000
Reconciliation of Operating Income (Loss)
to Net Cash Provided by (Used in)
Operating Activities:
Operating Income (Loss) $ 838,488 $ (387,693) $ 754 $ 451,549 $ 310,310
Adjustments to reconcile operating
income (loss) to net cash provided by
(used in) operating activities
Depreciation 487,874 31,298 - 519,172 506,945
Gain (loss) on sale of fixed assets - - - (319)
Change in assets and liabilities
Receivables (604,027) 53,622 (559) (550,964) (178,827)
Inventory (14,600) (10,492) - (25,092) (8,311)
Accounts payable 40,485 9,979 - 50,464 (253,627)
Accrued wages and benefits 1,588 (7,894) - (6,306) 63,435
Other (26,074) 47,690 (195) 21,421 (29,270)
Total adjustments (114,754) 124,203 (754) 8,695 100,030
Net cash provided by (Used in)
operating activities $ 723,734  § (263,490) $ - $ 460,244 $ 410,340
Reconciliation of Cash to Combined Balance Sheet
Cash-Combined Statement of Cash Flows $ 5565701 $ 340,498 $ 46,262
Cash and Investments -Expendable Trust
and Agency Funds - - 179,344
Equity in pooled cash and investments-
Combined Balance Sheet $ 5565701 $ 340,498 $§ 225,606

(see notes to the combined financial statements)
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Notes to the Combined Financial Statements

(continued)

City of Tallmadge, Ohio
December 31, 2001

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The City of Tallmadge, Ohio (the "City") is incorporated as a municipal corporation under the laws of
the State of Ohio. The City operates under a Mayor-Council form of government in accordance with a
Charter which became effective as of January 1, 1996. This City provides the following services:
security of persons and property (police and fire), public health and welfare, leisure time activities,
transportation (highways and streets), public improvements, community development, water, sewers,
and general governmental services.

A. Reporting Entity

For financial reporting purposes, the City’'s reporting entity includes all funds, account groups,
agencies, boards and commissions for which the City is financially accountable. No component units
are included in the definition of the City’s reporting entity.

B. Basis of Accounting

Basis of accounting refers to when revenues and expenditures or expenses are recognized in the
accounts and reported in the financial statements.

The financial statements of the governmental fund types, the expendable trust funds and agency funds
are prepared using the modified accrual basis of accounting. Under this basis, revenues are
recognized in the accounting period in which they become measurable and available to finance current
City operations. Expenditures are recognized in the accounting period in which the fund liability is
incurred, if measurable, except for interest on general long-term debt which is recognized when due.

In applying the susceptible to accrual concept under the modified accrual basis, the following revenue
sources are deemed both measurable and available (i.e., collectible within the current period or within
60 days thereafter): investment earnings, income taxes, fines and forfeitures, and state-levied locally
shared taxes (including motor vehicle fees). Reimbursements related to federally funded community
development projects are recognized as revenue at the time qualified expenditures are made.

Certain property taxes, though measurable, are not intended to finance current period obligations;
therefore, property taxes receivable are recorded as deferred revenue. The revenue will be recognized
in the year for which it is levied.

Levied special assessments are measurable and have therefore been recorded as a receivable. Since
the amounts recognized as a receivable will not be available to be used to pay obligations of the
current period, equal amounts are also recorded as deferred revenue.

Other revenues, including licenses and permits, certain charges for services, and miscellaneous

revenues, are recorded as revenue when received in cash because they are generally not measurable
until actually received.
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Notes to the Combined Financial Statements

(continued)

City of Tallmadge, Ohio
December 31, 2001

The proprietary fund types and the non-expendable trust fund are accounted for using the accrual basis
of accounting. Revenues are recognized when they are earned and expenses are recognized when
they are incurred. In accordance with Statement No. 20 of the Governmental Accounting Standards
Board, the City has elected not to apply the provisions of the Statements and Interpretations of the
Financial Accounting Standards Board issued after November 30, 1989. The City will continue
applying all applicable pronouncements issued by the Governmental Accounting Standards Board
(“GASB”).

C. Basis of Presentation-Fund Accounting

The accounting system is organized and operated on a fund basis. A fund is defined as a fiscal and
accounting entity with a self-balancing set of accounts recording cash and other financial resources,
together with all related liabilities and residual equities or balances and changes therein, which are
segregated for the purpose of carrying on specific activities or attaining certain objectives in
accordance with special regulations, restrictions, or limitations.

Amounts in the "Totals (Memorandum Only)" columns in the financial statements represent a
summation of the combined financial statement line items of the fund types and account groups and
are presented only for analytical purposes. The data in these columns do not present financial
information in accordance with generally accepted accounting principles. The summation includes fund
types and account groups that use different bases of accounting, and include interfund transactions
that have not been eliminated. Consequently, amounts shown in the "Totals (Memorandum Only)"
columns are not comparable to a consolidation.

The City uses the following fund types and account groups:
Governmental Fund Types

Governmental Funds are those through which most governmental functions typically are
financed. The acquisition, use and balances of the City's expendable financial resources and
the related current liabilities (except those accounted for in proprietary funds and the
nonexpendable trust fund) are accounted for through governmental funds. The measurement
focus is upon determination of financial position and changes in financial position. The following
are the City's Governmental Fund Types:

General Fund - The General Fund is the general operating fund of the City. It is used to
account for all financial resources except those required to be accounted for in another fund.

Special Revenue Funds - Special Revenue Funds are used to account for revenue derived
from specific taxes, grants or other restricted revenue sources (other than expendable trusts or
major capital projects) that are legally restricted to expenditures for specified purposes.
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Notes to the Combined Financial Statements

(continued)

City of Tallmadge, Ohio
December 31, 2001

Debt Service Fund - The Debt Service Fund is used to account for the accumulation of
resources for, and the payment of, certain general long-term debt principal, interest and related
costs.

Capital Projects Funds - Capital Projects Funds are used to account for the financial
resources to be used for the acquisition or construction of major capital facilities (other than
those financed by proprietary fund types and the non-expendable trust fund).

Proprietary Fund Types

Proprietary Funds are used to account for activities similar to those found in the private sector,
where the determination of net income is necessary or useful to achieve sound financial
administration. The measurement focus is based upon determination of net income, financial
position and cash flows. The following are the City's Proprietary Fund types:

Enterprise Funds - Enterprise Funds are used to account for operations (a) that are financed
and operated in a manner similar to private business enterprises where the intent is that the
costs of providing goods or services to the general public on a continuing basis be financed or
recovered primarily through user charges; or (b) where the governing body has decided that
periodic determination of revenues earned, expenses incurred and/or net income is appropriate
for capital maintenance, public policy, management control, accountability or other purposes.

Internal Service Funds - Internal Service Funds are used to account for the financing of goods
or services provided by one department or agency to other departments or agencies of the
governmental unit, or to other governmental units, on a cost-reimbursement basis. Currently,
the City has two internal service funds. The Garage Revolving Fund accounts for the cost of the
maintenance facility for all automotive equipment used by various City departments. The costs
of services provided are billed to the various user departments. The other is the Self-Insurance
Fund, which accounts for the payment of claims and operations of the City’s medical insurance
program. The cost of premiums is billed to the various user departments.

Fiduciary Fund Types

Fiduciary Funds are used to account for assets held by the City in a trustee capacity or as an
agent for individuals, private organizations, other governmental units and/or other funds. These
funds include (a) expendable trust funds, (b) a non-expendable trust fund and (c) agency funds.
The measurement focus of expendable trust funds is based upon determination of financial
position and changes in financial position. The measurement focus of the non-expendable trust
fund is based upon determination of net income, financial position

and cash flows. Agency funds are custodial in nature (assets equal liabilities) and do not
involve the measurement of results of operations.
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(continued)

City of Tallmadge, Ohio
December 31, 2001

Account Groups

The following account groups are used to establish accounting control and accountability for the
City's general fixed assets and general long-term obligations:

General Fixed Assets Account Group - This account group is established to account for fixed
assets other than those accounted for in the proprietary fund types or non-expendable trust
fund.

General Long-Term Obligations Account Group - This account group is established to
account for all long-term obligations of the City that are not a specific liability of any proprietary
fund type or non-expendable trust fund.

D. Budget Requirements and Budgetary Accounting

The budgetary process is prescribed by the provisions of the Ohio Revised Code and entails the
preparation of budgetary documents within an established timetable. The major documents prepared
are the Tax Budget, the Certificate of Estimated Resources and the Appropriation Ordinances, all of
which are prepared using a basis of accounting other than accounting principles generally accepted in
the United States of America (GAAP basis). The maijor difference between the budgetary basis and the
GAAP basis is that financial transactions are recorded on a cash and encumbrance basis (budgetary
basis) as opposed to when susceptible to accrual (GAAP). These budgetary documents are subject to
amendment throughout the year, with the legal restriction that appropriations cannot exceed estimated
resources as certified by the County Budget Commission. The initial level of budgetary control is
established at the program level within the General Fund and at the fund level for all other funds of the
City. The City maintains budgetary control by not permitting expenditures to exceed appropriations at
the level of budgetary control.

Tax Budget

A budget of estimated cash receipts and disbursements is submitted to the County Auditor, as
Secretary of the County Budget Commission, by July 20 of each year for the period January 1 to
December 31 of the following year.

Estimated Resources

The County Budget Commission certifies its actions to the City by September 1. As part of this
certification, the City receives the official Certificate of Estimated Resources which states the projected
financial resources (including any carryover fund balance) of each fund for the succeeding year. The
total appropriations in any budget passed for the succeeding year cannot exceed the amount stated in
the Certificate of Estimated Resources.
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City of Tallmadge, Ohio
December 31, 2001

Appropriations

A temporary appropriation measure to control expenditures must be passed on or about January 1 of
each year for the period January 1 to March 31. An annual appropriation measure must be passed by
April 1 of each year for the period January 1 to December 31. The appropriation measure may be
amended or supplemented during the year as new information becomes available. Appropriation
amendments were passed during the current year.

At the close of each fiscal year, the unencumbered balance of each appropriation reverts to the
respective fund from which it was appropriated and becomes subject to future appropriations. The
encumbered appropriation balance is carried forward to the succeeding fiscal year and need not be
reappropriated.

Council adopts appropriations at the fund level with the exception of the General Fund. The General
Fund appropriations are adopted at the program level (i.e. police, recreation, etc.). Management may
transfer appropriations within each fund and within each General Fund program as long as the totals
are not exceeded.

Encumbrances

Encumbrance accounting, under which purchase orders, contracts, and other commitments for the
future expenditure of funds are recorded in order to reserve a portion of the applicable appropriation, is
utilized during the year for budgetary control purposes. Encumbrances outstanding at year-end are
reported as expenditures under the City’s budgetary basis of accounting. The City honors the contracts
represented by year end encumbrances. For GAAP reporting purposes, encumbrances outstanding at
year-end for governmental funds are reported as reservations of fund balances since they do not
constitute expenditures or liabilities. For proprietary funds, outstanding year end encumbrances, if
significant, are disclosed as purchase commitments in the notes to the financial statements.

E. Budgetary Basis of Accounting

The Combined Statement of Revenues, Expenditures and Changes in Fund Balances - Budget and
Actual (Non-GAAP Budgetary Basis) - All Governmental Fund Types and Expendable Trust Funds is
presented on the budgetary basis to provide a meaningful comparison of actual results with the budget.
The budgetary basis as provided by law is based upon accounting for certain transactions on the basis
of cash receipts and disbursements. The major differences between the budgetary basis and the
GAAP (generally accepted accounting principles) basis are:
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to accrual (GAAP);

incurred (GAAP);

fund balance (GAAP);

Short-term note proceeds and note principal retirement are considered operating

transactions (budget) as opposed to balance sheet transactions (GAAP).

Revenues are recorded when received in cash (budget) as opposed to when susceptible

Expenditures are recorded when paid in cash (budget) as opposed to when the liability is

Encumbrances are recorded as expenditures (budget) as opposed to a reservation of a

A reconciliation of the results of operations for the year from the GAAP basis to the budgetary basis is

shown below:

GAAP basis

Increase (decrease) due to:

Change in receivables and other assets
not recognized on the budget basis -

January 1 to December 31

Change in liabilities not r