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INDEPENDENT ACCOUNTANTS’ REPORT ON INTERNAL CONTROL OVER 
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS 

REQUIRED BY GOVERNMENT AUDITING STANDARDS 
 
 
City of Canton  
Stark County 
218 Cleveland Ave. SW   
Canton, Ohio 44702 
 
To the City Council: 
 
We have audited the financial statements of the governmental activities, the business-type activities, each 
major fund the aggregate discretely presented component unit and the remaining fund information of City 
of Canton, Stark County, (the City) as of and for the year ended December 31, 2011, which collectively 
comprise the City’s basic financial statements and have issued our report thereon dated June 28, 2012. 
Our report refers to other auditors.  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.  Other 
auditors audited the financial statements of the Canton Community Improvement Corporation, as 
described in out report on the City’s financial statement.   This report does not include the results of the 
other auditors’ testing of internal control over financial reporting or compliance and other matters that 
those auditors separately reported.    

 
Internal Control Over Financial Reporting 

 
In planning and performing our audit, we considered the City’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 City’s internal control over 
financial reporting.  Accordingly, we have not opined on the effectiveness of the City’s internal control 
over financial reporting. 
 
Our consideration of internal control over financial reporting was for the limited purpose described in the 
preceding paragraph and was not designed to identify all deficiencies in internal control over financial 
reporting that might be significant deficiencies or material weaknesses.  Therefore, we cannot assure that 
we have identified all deficiencies, significant deficiencies or material weaknesses.   However, as 
described in the accompanying schedule of findings we identified a certain deficiency in internal control 
over financial reporting, that we consider a material weakness. 
  
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 a combination of deficiencies, in internal 
control such that there is a reasonable possibility that a material misstatement of the entity’s financial 
statements will not be prevented, or detected and timely corrected.  We consider finding 2011-001 
described in the accompanying schedule of findings and questioned costs to be a material weakness.  
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Compliance and Other Matters 

 
As part of reasonably assuring whether the City’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 City’s 
management in a separate letter dated June 28, 2012.  
 
The City’s response to the finding identified in our audit is described in the accompanying schedule of 
findings and questioned costs.  We did not audit the City’s response and, accordingly, we express no 
opinion on it. 
 
We intend this report solely for the information and use of management, City Council, and federal 
awarding agencies and pass-through entities and others within the City.  We intend it for no one other 
than these specified parties. 
 
 
 
 
 
 
 
 
 
 
 
Dave Yost  
Auditor of State 
 
June 28, 2012 
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INDEPENDENT ACCOUNTANTS’ REPORT ON COMPLIANCE WITH REQUIREMENTS 
APPLICABLE TO EACH MAJOR FEDERAL PROGRAM AND ON INTERNAL CONTROL OVER 

COMPLIANCE REQUIRED BY OMB CIRCULAR A-133 
 
 

City of Canton  
Stark County 
218 Cleveland Avenue  
North Canton, Ohio 44702 
 
To the City Council: 

 
Compliance 

 
We have audited the compliance of City of Canton (the City) with the types of compliance requirements 
described in the U.S. Office of Management and Budget (OMB) Circular A-133, Compliance Supplement 
that could directly and materially affect each of the City of Canton’s major federal programs for the year 
ended December 31, 2011.  The summary of auditor’s results section of the accompanying schedule of 
findings and questioned costs identifies the City’s major federal programs.  The City’s management is 
responsible for complying with the requirements of laws, regulations, contracts, and grants applicable to 
each major federal program.  Our responsibility is to opine on the City’s compliance based on our audit. 
 
The City’s basic financial statements include the operations of the Canton Community Improvement 
Corporation, which expended $520,083 in federal awards which is not included in the City’s Federal 
Awards Receipts and Expenditure Schedule for the year ended December 31, 2011.  Our audit of Federal 
awards, described below, did not include the operations of the Canton Community Improvement 
Corporation because the component unit engaged another auditor to audit its Federal award programs in 
accordance with OMB Circular A-133.  
 
Our compliance audit followed auditing standards generally accepted in the United States of America; the 
standards applicable to financial audits included in the Comptroller General of the United States’ 
Government Auditing Standards; and OMB Circular A-133, Audits of States, Local Governments, and 
Non-Profit Organizations.  These standards and OMB Circular A-133 require that we plan and perform 
the audit to reasonably assure whether noncompliance occurred with the compliance requirements 
referred to above that could directly and materially affect a major federal program.  An audit includes 
examining, on a test basis, evidence about the City’s compliance with these requirements and performing 
other procedures we considered necessary in the circumstances.  We believe our audit provides a 
reasonable basis for our opinion.  Our audit does not provide a legal determination on the City’s 
compliance with these requirements. 
 
In our opinion, the City of Canton complied, in all material respects, with the requirements referred to 
above that could directly and materially affect each of its major federal programs for the year ended 
December 31, 2011.  However, the results of our auditing procedures disclosed an instance of 
noncompliance with these requirements that, while not affecting our opinion on compliance, OMB Circular 
A-133 requires us to report.   The accompanying schedule of findings and questioned costs lists this 
instance as Finding 2011-002.    
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Internal Control Over Compliance 

 
The City’s management is responsible for establishing and maintaining effective internal control over 
compliance with the requirements of laws, regulations, contracts, and grants applicable to federal 
programs. In planning and performing our audit, we considered the City’s internal control over compliance 
with the requirements that could directly and materially affect a major federal program, to determine our 
auditing procedures for the purpose of expressing our opinion on compliance, and to test and report on 
internal control over compliance in accordance with OMB Circular A-133, but not for the purpose of 
opining on the effectiveness of internal control over compliance. Accordingly, we have not opined on the 
effectiveness of the City’s internal control over compliance. 
 
A deficiency in internal control over compliance exists when the design or operation of a control over 
compliance does not allow management or employees, when performing their assigned functions, to 
prevent, or to timely detect and correct, noncompliance with a federal program compliance requirement. A 
material weakness in internal control over compliance is a deficiency, or combination of deficiencies, in 
internal control over compliance, such that there is a reasonable possibility that material noncompliance 
with a federal program compliance requirement will not be prevented, or timely detected and corrected. 
 
Our consideration of internal control over compliance 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 
compliance that might be deficiencies, significant deficiencies, or material weaknesses. We did not 
identify any deficiencies in internal control over compliance that we consider to be material weaknesses, 
as defined above. However, we identified a certain deficiency in internal control over compliance that we 
consider to be a significant deficiency, described in the accompanying schedule of findings and 
questioned costs as item 2011-002.  A significant deficiency in internal control over compliance is a 
deficiency, or a combination of deficiencies, in internal control over compliance with a federal program 
compliance requirement that is less severe than a material weakness in internal control over compliance, 
yet important enough to merit attention by those charged with governance. 
 

The City’s response to the finding we identified is described in the accompanying schedule of findings 
and questioned costs.  We did not audit the City’s response and, accordingly, we express no opinion on 
it.   

 
Federal Awards Receipts and Expenditures Schedule 

 
We have also audited and issued our unqualified opinion on the financial statements of the governmental 
activities, the business-type activities, each major fund, and the aggregate discretely-presented 
component unit and remaining fund information of the City of Canton (the City) as of and for the year 
ended December 31, 2011, and have issued our report thereon dated June 28, 2012, wherein we noted 
the City’s component unit was audited by other auditors.   Our audit was performed to form opinions on 
the financial statements that collectively comprise the City’s basic financial statements taken as a whole.  
We have not performed any procedures with respect to the audited financial statements subsequent to 
June 28, 2012. The accompanying federal awards receipts and expenditures schedule provides 
additional information required by the U.S. Office of Management and Budget Circular A-133, Audits of 
States, Local Governments, and Non-Profit Organizations and is not a required part of the basic financial 
statements. The schedule is management’s responsibility, and was derived from and relates directly to 
the underlying accounting and other records used to prepare the financial statements.  This schedule was 
subject to the auditing procedures we applied to the basic financial statements. We also applied certain 
additional procedures, including comparing and reconciling this information directly to the underlying 
accounting and other records used to prepare the basic financial statements or to the basic financial 
statements themselves, in accordance with auditing standards generally accepted in the United States of  
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America.  In our opinion, this information is fairly stated, in all material respects, in relation to the basic 
financial statements taken as a whole.   
 
We intend this report solely for the information and use of management, City Council, others within the 
entity, federal awarding agencies, and pass-through entities.  It is not intended for anyone other than 
these specified parties.  
 
 
 
 
 
 
 
 
 
Dave Yost  
Auditor of State 
 
September 7, 2012 
 



CITY OF CANTON
STARK COUNTY

FEDERAL AWARDS RECEIPTS AND EXPENDITURES SCHEDULE
FOR THE YEAR ENDED DECEMBER 31, 2011

Federal Grantor/ Pass Through Federal
  Pass Through Grantor Entity CFDA
     Program Title Number Number Receipts Expenditures

U.S. DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT
(Direct)

Community Development Block Grants Cluster:
Community Development Block Grants/Entitlement Grants 14.218 2,691,853$         3,266,965$         

Neighborhood Stabilization Program  -  NSP 1 14.218 736,427              903,795              

Neighborhood Stabilization Program  -  NSP 3 14.218 148,037              153,053              

ARRA - Community Development Block Grants/Entitlement Grants 14.253 36,833                36,872                

Total Community Development Block Grants Cluster 3,613,150          4,360,685          

Emergency Solutions Grants Program 14.231 178,448              180,011              

HOME Investment Partnerships Program 14.239 1,009,775           1,105,773           

Fair Housing Assistance Program State and Local 14.401 48,720                27,993                

ARRA - Homeless Prevention Grant 14.257 358,668              358,669              

EDI Special Projects Grant 14.251 -                         159,534              

Total U.S. Department of Housing and Urban Development 5,208,761           6,192,665           

U.S. DEPARTMENT OF ENERGY
(Direct)

ARRA - Energy Efficiency and Conservation Block Grant Program 81.128 285,878              797,700              

U.S. DEPARTMENT OF JUSTICE
(Direct)

   ARRA -Violence Against Women Formula Grant Program 16.588 52,717                52,717                

   ARRA - Public Safety Partnership and Community Policing Grants 16.710 506,016              487,303              

Bryne Memorial Justice Assistance Grant Cluster:
Edward Bryne Memorial Justice Assistance Grant Program 16.738 8,241                  

(Passed Through the State of Ohio Office of Criminal Justice Services) -                         

   ARRA - Edward Byrne Memorial Justice Assitance Grant (JAG) Program/ 16.803 7,442                  -                         
       Grants to States and Territories

   ARRA - Edward Bryne Memorial Justice Assistance Grant (JAG)           
Program/Grants to Units  of Local Government 2009SBB91338 16.804 16,965                57,322                

Total Bryne Justice Assistance Grant Cluster 24,407                65,563                

Community Capacity Development Office 2007-WS-27-0068 16.595 46,572                46,572                
52,562                52,562                
99,134                99,134                

Total U.S. Department of Justice 682,274              704,717              

U.S. DEPARTMENT HOMELAND SECURITY
(Direct)

    Assistance to Firefighters Grant 97.044 275,675              396,722              

275,675              396,722              

Total U.S. Department of Homeland Security 275,675              396,722              
(Continued)
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CITY OF CANTON
STARK COUNTY

FEDERAL AWARDS RECEIPTS AND EXPENDITURES SCHEDULE
FOR THE YEAR ENDED DECEMBER 31, 2011

Federal Grantor/ Pass Through Federal
  Pass Through Grantor Entity CFDA
     Program Title Number Number Receipts Expenditures
FEDERAL EMERGENCY MANAGEMENT AGENCY
(Direct) 

Staffing for Adequate Fire and Emergency Response (SAFER) EMW 2009 FH-00466 97.083 2,136,045           1,698,439           

Total U.S. Federal Emergency Management Security 2,136,045           1,698,439           

U.S. ENVIRONMENTAL PROTECTION AGENCY
(Passed through the State of Ohio Environmental Protection Agency)

Air Pollution Control Program Support AP-19-91-76-020007 66.001 268,836              268,836              

ARRA - Environmental Workforce Development and Job Trainging 66.815
              Cooperative Agreements 131,544              131,544              

 Capitalization Grants for Drinking Water State Revolving Funds 66.468 6,628,469           6,628,469           

Total U.S. Environmental Protection Agency 7,028,849           7,028,849           

U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES
(Passed through State of Ohio Department of Health)

Preventive Health Services - Sexually Transmitted Diseases Control 
Grant 76-2-0012-ST0311 93.977 53,881                47,906                

HIV Prevention Activities Health Department Based 76-2-0012-HP0310 93.940 210,397              253,583              

Public Health Emergency Preparedeness 76-2-001-2-PH0110 93.069 563,050              624,439              

Immunization Grants 76-2-001-2-IM0310 93.268 133,111              199,883              

Maternal and Child Health Services Block Grant to States 76-2-001-1-DS0310 93.994 67,770                70,440                
(Passed through Stark County Family Council)

Affordable Care Act (ACA) Personal Responsibility Education 76-2-001-2-PR0112 93.092
Program 79,000                2,325                  

Total U.S. Department of Health and Human Services 1,107,209           1,198,576           

U.S. DEPARTMENT OF AGRICULTURE
(Passed through State of Ohio Department of Health)

Special Supplemental Nutrition Program for 76-2-0011-WA0310 10.557 1,309,358           1,374,062           
Women, Infants and Children 76-2-0011-WA0411

U.S. DEPARTMENT OF TRANSPORTATION
(Passed through State of Ohio Department of Transportation)

ARRA - Highway Planning and Construction FAN-E033386 20.205 353,188              360,721              

State and Community Highway Safety 2009-SC-N/I 20.600 14,772                14,772                

Total U.S. Department of Transportation 367,960              375,493              

Total 18,402,009$       19,767,223$      

The notes to this schedule are an integral part of this schedule.
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CITY OF CANTON 
STARK COUNTY 

 
NOTES TO THE FEDERAL AWARDS RECEIPTS AND EXPENDITURES SCHEDULE 

FISCAL YEAR ENDED DECEMBER 31, 2011 
 

 
NOTE A - SIGNIFICANT ACCOUNTING POLICIES 
 
The accompanying Federal Awards Receipts and Expenditures Schedule (the Schedule) reports the City 
of Canton’s (the City’s) federal award programs’ receipts and disbursements.  The schedule has been 
prepared on the cash basis of accounting.   
 
NOTE B - SUBRECIPIENTS 
 
The City passes certain federal awards received from U.S. Department of Housing and Urban 
Development to other governments or not-for-profit agencies (subrecipients).  As Note A describes, the 
City reports expenditures of Federal awards to subrecipients when paid in cash.  
 
As a subrecipient, the City has certain compliance responsibilities, such as monitoring its subrecipients to 
help assure they use these subawards as authorized by laws, regulations, and the provisions of contracts 
or grant agreements, and that subrecipients achieve the award’s performance goals.   
 
NOTE C - COMMUNITY DEVELOPMENT BLOCK GRANT (CDBG) REVOLVING LOAN PROGRAMS 
 
The City has a revolving loan fund (RLF) program to provide low-interest loans to businesses to create 
jobs for low to moderate income persons and also to lend money to eligible persons to rehabilitate 
homes.  The federal Department of Housing and Urban Development (HUD) grants money for these 
loans to the City.  The Schedule reports loans made and administrative costs as disbursements on the 
Schedule. Subsequent loans are subject to the same compliance requirements imposed by HUD as the 
initial loans.   
 
These loans are collateralized by mortgages on the property or the asset acquired.  
 
Activity in the CDBG revolving loan fund during 2011 is as follows: 
 

Beginning loans receivable balance as of January 1, 2011 $1,838,054
Loans made 74,794
Loan principal repaid 222,499
Ending loans receivable balance as of December 31, 2011 $1,690,349

Cash balance on hand in the revolving loan fund as of December 31, 2011 $11,843

 
 
The table above reports gross loans receivable.  The City is reporting $715,138 as past due as of 
December 31, 2011.  
 
NOTE D - MATCHING REQUIREMENTS 
 
Certain Federal programs require the City to contribute non-Federal funds (matching funds) to support the 
Federally-funded programs.  The City has met its matching requirements.  The Schedule does not include 
the expenditure of non-Federal matching funds.  
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CITY OF CANTON 
STARK COUNTY 

 
SCHEDULE OF FINDINGS AND QUESTIONED COSTS 

OMB CIRCULAR A -133 § .505 
DECEMBER 31, 2011 

 
1.  SUMMARY OF AUDITOR’S RESULTS 

 (d)(1)(i) Type of Financial Statement Opinion Unqualified 

(d)(1)(ii) Were there any material control weaknesses 
reported at the financial statement level 
(GAGAS)? 

Yes

(d)(1)(ii) Were there any significant deficiencies in 
internal control reported at the financial 
statement level (GAGAS)? 

No

(d)(1)(iii) Was there any reported material 
noncompliance at the financial statement 
level (GAGAS)? 

No

(d)(1)(iv) Were there any material internal control 
weaknesses reported for major federal 
programs? 

No

(d)(1)(iv) Were there any significant deficiencies in 
internal control reported for major federal 
programs? 

Yes

(d)(1)(v) Type of Major Programs’ Compliance 
Opinion 

Unqualified

(d)(1)(vi) Are there any reportable findings under 
§ .510(a)? 

Yes

(d)(1)(vii) Major Programs (list): Community Development Block Grants 
Cluster CFDA #’s: 14.218 and 14.253; 
Home Investment Partnerships 
Program CFDA # 14.239; ARRA – 
Homeless Prevention Grant CFDA # 
14.257;  
ARRA – Energy Efficiency and 
Conversation Block Grant Program 
CFDA # 81.128; ARRA – Public Safety 
Partnership and Community Policing 
Grants CFDA #16.710; Assistance to 
Firefighters Grant CFDA # 97.004; 
Staffing for Adequate Fire and 
Emergency Response (SAFER) CFDA 
# 97.083; Capitalization Grants for 
Drinking Water State Revolving Funds 
CFDA # 66.468; Special Supplemental 
Nutrition Program for Women, Infants 
and Children CFDA # 10.557; ARRA – 
Highway Planning and Construction 
CFDA # 20.205 

(d)(1)(viii) Dollar Threshold: Type A\B Programs Type A: > $ 394,163  
Type B: all others 

(d)(1)(ix) Low Risk Auditee? Yes 
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2.  FINDINGS RELATED TO THE FINANCIAL STATEMENTS 
REQUIRED TO BE REPORTED IN ACCORDANCE WITH GAGAS 

 
GASB 33 
 

 
Finding Number 

 
2011-001 

 
MATERIAL WEAKNESS 
 
Governmental Accounting Standards Board (GASB) Statement 33 states governments (including the 
federal government) frequently engage in award programs commonly referred to as “reimbursement-type” 
or “expenditure-driven” grant programs. These programs may be either government-mandated or 
voluntary nonexchange transactions, depending on their characteristics. In either case, the provider 
stipulates that a recipient cannot qualify for resources without first incurring allowable costs under the 
provider's program. That kind of stipulation is not a purpose restriction as defined in this Statement. 
Rather, it is considered an eligibility requirement (discussed in paragraphs 19 and 20) and affects the 
timing of recognition. That is, there is no award—the provider has no liability and the recipient has no 
asset (receivable)—until the recipient has met the provider's requirements by incurring costs in 
accordance with the provider's program. (Cash and other assets provided in advance should be reported 
as advances [assets] by providers and as deferred revenues [liabilities] by recipients until allowable costs 
have been incurred and any other eligibility requirements have been met.).    
 
During testing it was noted the City recorded an intergovernmental receivable in the amount of 
$4,425,007 for the Clean Ohio Grant.  Upon review of the grant agreement it was determined this grant 
was a reimbursement type grant and a total of $92,527 had been spent during 2011.  Therefore, the 
remaining amount of $4,332,480 did not meet the eligibility requirement as defined in GASB 33 above 
and therefore should not have been accrued as a receivable.   
 
The City should ensure all receivables meet the requirements of GASB 33 which will help ensure 
receivables are properly reported.   The financial statements have been adjusted by the City to report the 
receivable in accordance with the provisions of GASB 33.   
 
Official’s Response:  The Auditor has taken steps to avoid potential errors associated with not properly 
identifying reimbursement grants thus leading to the overstatement of grants receivables.  The Auditor 
initiated the requirement that all future grant acceptance legislation identify whether a grant is a 
reimbursement grant or advance funding.   
 
3.  FINDINGS AND QUESTIONED COSTS FOR FEDERAL AWARDS  

 
24 CFR Sections 570.200(g) 
 

Finding Number 2011-002 

CFDA Title and Number Community Development Block Grant #14.218 

Federal Award Number / Year 2011 

Federal Agency U.S. Department of Housing and Urban Development 

Pass-Through Agency NA  
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Finding Number 2011-002 – (Continued) 

 
QUESTIONED COST/SIGNIFICANT DEFICIENCY – MATCHING LEVEL OF EFFORT, EARMARKING 
 
24 Code of Federal Regulation Section 570.200(g) - Not more than 20 percent of the total CDBG grant, 
plus 20 percent of program income received during a program year, may be obligated during that year for 
activities that qualify as planning and administration. 
  
The Public Administration (20%) cap was exceeded by 0.87% ($17,106) as evidenced of the City's CDBG 
Financial Summary Report (PR26) and is considered federal questioned costs.   
 
The City should monitor spending by activity to avoid maximum amounts or percentages of the program's 
funding from being exceeded.  This will help ensure compliance with activity restrictions over Community 
Development Block Grant Funds. 
 
Official’s Response/Corrective Action Plan: 
In previous years, there were not adequate systems in place to ensure timely tracking or review of 
financial information, including program income and expenditures subject to either the public service or 
administrative cap. Beginning in this program year, we have developed comprehensive spreadsheets to 
track all draws, expenditures, and program income. These spreadsheets are updated on a daily basis and 
are designed to allow for close tracking and review of financial information. In addition, we have 
assembled a Finance Team that meets weekly to review draws, payments, and overall budget progress. 
 
Our new budget spreadsheets are designed to track total program income by activity. A summary sheet 
automatically updates with each receipt to reflect the total collected to date compared to the total amount 
spent on the same activity. This information will allow us to more accurately project program income 
based on future program years' planned budgets. Because the planning and administrative cap is based 
on current year program income, the actual dollar amount subject to the cap will change if all expected 
program income is not received. This makes an accurate projection crucial to the budgeting process. 
 
Part of the Finance Team's regular review of financial spreadsheets and information includes looking at 
all disbursements and obligations subject to either the public service or planning and administrative costs. 
An updated and accurate program income tracker allows the Team to carefully review current cap dollar 
amounts and allows the director adequate time to make any adjustments to the budget necessary to stay 
below the thresholds. 
 
Contact Person: Fonda Williams, Director of Development 
Anticipated Completion Date:  September 2012 
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CITY OF CANTON 
STARK COUNTY 

 
SCHEDULE OF PRIOR AUDIT FINDINGS AND QUESTIONED COSTS 

OMB CIRCULAR A-133 § .315(b) 
DECEMBER 31, 2011  

 

Finding 
Number 

Finding 
Summary 

Fully 
Corrected? 

Not Corrected, Partially 
Corrected; Significantly 
Different Corrective Action 
Taken; or Finding No Longer 
Valid; Explain 

2010-001 24 CFR 91.220(3)(d) and 
AOS Bulletin 97-003– 
Advances were made 
from the CDBG fund to 
the Park and Youth 
Development Funds and 
were not approved by City 
Council  

Yes Corrected 

2010-002 24 CFR 570.207(b)(3) – 
The City awarded CDBG 
funds for new construction 

Yes Corrected  
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City of Canton 
Stark County, Ohio 

Management’s Discussion and Analysis 
For The Year Ended December 31, 2011 

-3- 

MANAGEMENT’S DISCUSSION AND ANALYSIS 
 

Our discussion and analysis of the City of Canton’s financial performance provides an 
overview of the City’s financial activities as of December 31, 2011.  Please read it in conjunction 
with the City’s basic financial statements, which begin on page 13. 
 
FINANCIAL HIGHLIGHTS 
 

• The City’s net assets increased $4.7 million as a result of this year’s operations.                      
Net assets of our business-type activities increased by $2.1 million, or 2.2 percent, and 
net assets of governmental activities increased by $2.6 million, or 2.0 percent. 

 

• The City received no rating change in 2011.  The City saw its Bond Ratings downgraded 
to A1 per Moody’s and to A+ status from Fitch in 2010.   

 

• For the fourth consecutive year, the City was unable to reduce its unfunded compensated 
absence debt.  The unfunded compensated absence debt went from  $7,289,166 at the end 
of 2010 to $8,823,379 at the end of 2011. 

 
USING THIS ANNUAL FINANCIAL REPORT 
 

This annual financial report consists of a series of financial statements.  The Statement of 
Net Assets and the Statement of Activities (on pages 13 and 14-15) provide information about 
the activities of the City as a whole and present a longer-term view of the City’s finances.  Fund 
financial statements begin on page 16.  For governmental activities, these statements tell how 
these services were financed in the short-term as well as what remains for future spending.  Fund 
financial statements also report the City’s operations in more detail than the government-wide 
statements by providing information about the City’s most financially significant funds. 
 
Reporting the City as a Whole 

 
 The Statement of Net Assets and the Statement of Activities 

 
Our analysis of the City as a whole begins on page 13.  One of the most important 

questions asked about the City’s finances is, “Is the City as a whole better off or worse off as a 
result of the year’s activities?”  The Statement of Net Assets and the Statement of Activities 
report information about the City as a whole and about its activities in a way that helps answer 
this question.  These statements include all assets and liabilities using the accrual basis of 

accounting, which is similar to the accounting used by most private-sector companies.  Accrual 
of the current year’s revenues and expenses are taken into account regardless of when cash is 
received or paid. 

 
These two statements report the City’s net assets and changes in them.  You can think of 

the City’s net assets, the difference between assets, what the citizens own, and liabilities, what 
the citizens owe, as one way to measure the City’s financial health, or financial position.  Over 
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time, increases or decreases in the City’s net assets are one indicator of whether its financial 

health is improving or deteriorating.  You will need to consider other non-financial factors; 
however, such as changes in the City’s property tax base, income tax base, and the condition of 
the City’s capital assets (land, roads, building, water and sewer lines, etc...) to assess the overall 

health of the City. 
 

In the Statement of Net Assets and the Statement of Activities, we divide the City into 
two types of activities: 
 

Governmental Activities: Most of the City’s basic services are reported here, including the 
police, fire, street and highway maintenance, capital improvement, vehicle acquisition, parks and 
recreation, and general administrative.  Income taxes, property taxes, undivided local 
government, ambulance user fees and state and federal grants finance most of these activities. 
 

Business-Type Activities: The City charges a fee to customers to help cover all or most of the 
cost of certain services it provides.  The City’s water, sewer and refuse operations are reported 
here. 
 

Reporting the City’s Most Significant Funds 
 

Fund Financial Statements 
 

Our analysis of the City’s major funds begins on page 16.  The fund financial statements 
provide detailed information about the most significant funds, not the City as a whole.  Some 
funds are required to be established by State law.  However, City Council establishes many other 
funds to help it control and manage money for particular purposes (Ex. Parking Deck Fund) or to 
show that it is meeting legal responsibilities for using certain taxes, grants, and other money (Ex. 
grants received from the U.S. Department of Housing and Urban Development).  The City’s two 
kinds of funds, governmental and proprietary, use different accounting approaches. 

 
Governmental funds: Most of the City’s basic services are reported in governmental 

funds, which focus on how money flows into and out of those funds and the balances left at year-
end that are available for spending.  These funds are reported using an accounting method called 
modified accrual accounting, which measures cash and all other financial assets that can readily 
be converted to cash.  The governmental fund statements provide a detailed short-term view of 
the City’s general government operations and the basic services it provides.  Governmental fund 
information helps one determine whether there are more or fewer financial resources that can be 
spent in the near future to finance the City’s programs.  We describe the relationship (or 
differences) between governmental activities (reported in the Statement of Net Assets and the 
Statement of Activities) and governmental funds in a reconciliation alongside the fund financial 
statements. 
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Proprietary funds: When the City charges customers for the full cost of the services it 
provides whether to outside customers or to other units of the City, these services are reported in  
proprietary funds.  Proprietary funds are reported in the same way that all activities are reported 
in the Statement of Net Assets and the Statement of Activities.  In fact, the City’s enterprise 
funds (a component of business type funds) are the same as the business-type activities we report 
in the government-wide statements but provide more detail and additional information, such as a 
Statement of Cash Flows.  We use internal service funds, Health Insurance, Worker’s 
Compensation Insurance, and Compensated Absences Claim funds, (the other component of 
proprietary funds) to report activities that provide a service to the City’s other programs and 
activities. 
 

THE CITY AS A WHOLE 

 
The City’s combined net assets changed from a year ago, increasing from $223.8 million 

to $228.5 million.  The City experienced an increase in both its governmental business-type 
activities net assets.  Our analysis below focuses on the net assets (Table 1) and changes in net 
assets (Table 2) of the City’s governmental and business-type activities. 
 

Table 1

Net Assets

(In Millions)

Governmental Business-Type

Activities Activities Total

2011 2010 2011 2010 2011 2010

Assets

Current and Other Assets 55.5$     57.2$       37.3$     34.0$     92.8$     91.2$       

Capital Assets, Net 110.5     109.4       102.1     95.1       212.6     204.5       

Total Assets 166.0$   166.6$     139.4$   129.1$   305.4$   295.7$     

Liabilities

Current and Other

  Liabilities 11.6$     12.4$       2.2$       2.0$       13.8$     14.4$       

  Due Within One Year 4.7         4.6           2.2         2.2         6.9         6.8           

Long-Term Liabilities:

  Due Within More Than One Year 20.8       23.3         35.4       27.4       56.2       50.7         

Total Liabilities 37.1       40.3         39.8       31.6       76.9       71.9         

Net Assets

Invested in Capital 

  Assets Net of Debt 97.3       96.7         64.5       65.5       161.8     162.2       

Restricted 30.8       34.5         -          -          30.8       34.5         

Unrestricted 0.8         (4.9)          35.1       32.0       35.9       27.1         

Total Net Assets 128.9$   126.3$     99.6$     97.5$     228.5$   223.8$     
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Net assets in the City’s governmental activities increased by 2.0 percent ($126.3 million 
compared to $128.9 million).  Unrestricted net assets, the part of net assets that can be used to 
finance day-to-day operations without constraints established by debt covenants, enabling 
legislation, or other legal requirements increased from $(4.9) million at December 31, 2010 to 
$0.8 million at the end of 2011.  Restricted net assets, those restricted mainly for capital projects 
and special purposes such as street cleaning or maintenance decreased from $34.5 million at the 
end of 2010 to $30.8 million at the end of 2011.  The investments in capital assets, net of debt 
category increased by $0.6 million. 
 

Net assets in the City’s business-type activities increased by 2.2 percent ($97.5 million 
compared to $99.6 million) in 2011.  The City generally can only use these net assets to finance 
the continuing operations of the water, sewer, and refuse operations.  
 

Table 2 shows the changes in net assets for the year ended, December 31, 2011.  The 
City’s governmental activities revenue increased in 2011 from $85.9 million to $91.1 million and 
expenses increased by $0.2 million or 0.2 percent resulting in an increase in governmental net 
assets of $6.9 million.  The City’s Business-Type Activities revenue decreased by $1.3 million 
and expenses increased by $4.3 million resulting in a net asset increase of $2.2 million. 
 

Table 2

Change in Net Assets

(In Millions)

Governmental Business-Type

Activities Activities Total

2011 2010 2011 2010 2011 2010

Revenues

Program Revenues:

  Charges for Services 13.8$  14.2$       33.0$  34.3$     46.8$      48.5$       

  Operating Grants and Contributions 11.3    11.3         0.2      -          11.5        11.3         

  Capital Grants and Contributions 5.2      6.7           -        0.2         5.2          6.9           

Total Program Revenues 30.3    32.2         33.2    34.5       63.5        66.7         

General Revenues:

  City Income Taxes 42.6    38.6         -        -          42.6        38.6         

  Property Taxes 2.7      3.7           -        -          2.7          3.7           

  Intergovernmental 9.0      8.8           -        -          9.0          8.8           

  Interest and Investment Earnings -        0.2           -        -          -            0.2           

  Other 6.5      2.4           0.2      0.3         6.7          2.7           

  Gain on Sale of Assets -        -             -        -          -            -             

Total General Revenues 60.8    53.7         0.2      0.3         61.0        54.0         

Total Revenues 91.1$  85.9$       33.4$  34.8$     124.5$    120.7$     
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2011 2010 2011 2010 2011 2010

Expenses

Program Expenses:

  General Government 18.5$     17.9$       -$        -$        18.5$     17.9$       

  Security of Persons and Property 39.8       38.0         -          -          39.8       38.0         

  Public Health 6.4         6.8           -          -          6.4         6.8           

  Transportation 12.2       12.6         -          -          12.2       12.6         

  Community Development 8.5         9.3           -          -          8.5         9.3           

  Leisure Time Activities 2.3         2.9           -          -          2.3         2.9           

  Interest on Long-Term Debt 0.8         0.8           -          -          0.8         0.8           

  Water -          -             12.5      10.9      12.5       10.9         

  Sewer -          -             13.2      11.1      13.2       11.1         

  Refuse -          -             5.5        4.9        5.5         4.9           

Total Program Expenses 88.5       88.3         31.2      26.9      119.7     115.2       

Increase (Decrease) in Net Assets 2.6         (2.4)          2.2        7.9        4.8         5.5           

Net Assets 1/1/2011 126.3     128.7       97.5      89.6      223.8     218.3       

Net Assets 12/31/2011 128.9$   126.3$     99.7$    97.5$    228.6$   223.8$     

 
Governmental Activities 
 

The 2.0 percent income tax is the largest revenue source for the City.  Designated by 
ordinance, the Capital Acquisition and Improvement Fund receives 20 percent of net income tax 
received.  In addition, the Motor Vehicle Fund receives 5 percent of net income tax received.  
The remaining 75 percent is allocated to the General Fund and is used for such things as Police 
and Fire Protection, Street Maintenance, and other purposes determined by council. 

 
When looking at sources of income to support governmental activities, it should be noted 

that charges for services are only 14.5 percent of revenue.  Revenues provided by sources other 
than city residents in the form of operating and capital grants comprise another 21.8 percent.  
The remaining revenues are primarily generated locally through property (2.8 percent) and 
income taxes (44.7 percent). 

 
Chart 3 represents the cost of each of the City’s Governmental programs: Security of 

Persons and Property, General Government, Transportation, Public Health, Leisure Time 
Activities, Community Development, and Interest on Long Term Debt.  The net cost shows the 
financial burden that was placed on the City’s taxpayers by each of these functions.  The increase 
in the net cost demonstrates the inability to recover the increased cost of the program under the 
current revenue policies.  As indicated by Governmental Program Expenses, citizen’s safety, 
health, and well-being is emphasized. 
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Business-Type Activities 
 

The City’s major Enterprise Funds consist of the Water Operating Fund, the Sewer 
Operating Fund and the Refuse Operating Fund.  For a description of these funds, see the 
accompanying Notes to the Basic Financial Statements. 

 
The basic financial statements for the major funds are included in this report.  Because 

the focus on business-type funds is a cost of service measurement or capital maintenance, we 
have included these funds in Graph 5, which demonstrates capital asset balances.  Graph 5 is 
located on page 11. 
 

The City’s Funds 

 

Information about the City’s major governmental funds begins on page 16.  These funds 
are reported using the modified accrual basis of accounting.  All Governmental funds had total 
revenues of $89.1 million and expenditures of $92.1 million including other financing sources 
and uses.  The General Fund balance increased $1,560,794 primarily due to an increase of $1.6 
million in income tax revenue.  Included in the General Fund Expenditures is the annual 
premium based contributions into the City’s Compensated Absence Claim Fund of $2,140,208. 
In 2004, as part of cost cutting measures, the City established the Compensated Absences Claim 
Fund.  This fund is receiving biweekly premiums from all other funds presently paying a salary.  
The money set aside will be used to pay for the salaries of employees using sick leave and cover 
the cost of benefits paid to employees at the point of termination. The success of this fund is 
obvious.  The City, in recent years, has reversed the early success seen upon creation of the fund.  
The debt has escalated back up to $8,823,379 at the end of 2011 as compared to a low of 
$4,710,430 in 2007.  Unfortunately, 2011 saw the fourth consecutive year in which the unfunded 
compensated absence obligation increased.  This can be attributed to two factors.  One is the 
effect of increased retirements due to the forced retirement of safety forces that enrolled in the 

Chart 3

Program Expenses 2011
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Police and Fire Pension DROP program in its initial year of eligibility.  The second was due to 
reducing the premium percentage to 105% of the total cost of the sick leave accrued on a 
biweekly payroll in both 2009 and 2010.  In 2011, despite returning the premium to 125% the 
City saw the unfunded liability grow an additional $1,534,213 due to a wage increase awarded to 
the majority of City employees exceeding 3.0% 

 
 The Community and Economic Development Fund balance decreased by $426,423, 

which can be attributed to a large increase in expenditures from funds previously received from 
the federal government’s stimulus program.  The Capital Projects Fund balance saw an increase 
of $914,860 caused by an increase of over $466,841 in income tax and a $282,149 increase in 
capital grants.  The Motor Vehicle Purchase Fund balance decreased by $221,745, this decrease 
resulted from significant increases vehicle acquisition purchases that were ordered and not 
received in the prior year.  Motor Vehicle Fund expenditures increased in 2011 by $962,891.  
There were two transfers in the governmental funds in 2011.  The transfers were from the 
General Fund to Nonmajor Special Revenue Funds.  A $40,000 transfer was done as a grant 
match and a $4,000 transfer was done to establish equity in a new fund.  The Water, Sewer and 
Refuse funds had net asset increases of $1,380,556, $131,245 and $594,114, respectively.  The 
Water and Refuse funds experienced large decreases in operating revenue of 5.9% and 7.7%, 
respectively.  The Water fund was coming off an exceptional year of 22.6% growth in 2010, this 
growth was unrealistic to sustain.  In addition the weather for 2011 in Canton, Ohio, saw cooler 
than normal summer months and record setting levels of rain, each impacting the amount of 
usage in the summer months.  Finally, both the Water and Refuse Funds experienced reductions 
in usage, as a result of fewer customers due largely in part to the affects of foreclosures and 
vacant properties in the City.  The Sewer fund revenue remained virtually unchanged. Operating 
expenses remained stable throughout 2011 while absorbing the effects of average pay increases 
of roughly 3.0% for their employees.  
 

General Fund Budgeting Highlights 
 

The budgetary process is prescribed by provisions of the Ohio Revised Code and entails 
the preparation of budgetary documents within an established timetable.  The major documents 
prepared are the Alternative Tax Budget, the Certificate of Estimated Resources and the 
Appropriation Ordinance:  all are prepared on the budgetary basis of accounting. The Certificate 
of Estimated Resources and the Appropriations Ordinance are subject to amendment throughout 
the year with the legal restriction that appropriations cannot exceed estimated resources, as 
certified.  All funds, other than agency funds, are legally required to be budgeted and 
appropriated.  The legal level of budgetary control is at the account level split between salary and 
non-salary line items.  Any budgetary modifications above account group level may only be 
made by resolution of City Council. 
 

The City’s fully automated financial system also maintains budgetary control through its 
requisition/purchase order/encumbrance feature. Department requisitions, which if processed, 
would result in an overrun of budget are placed into suspense and can only be authorized when 
additional appropriations are made available through Council ordinance or departmental transfer.  
The security of the financial system prohibits commitments in excess of appropriations.  
Requisitions not completed are removed at the close of each month.  Requisitions meeting the 



City of Canton 
Stark County, Ohio 

Management’s Discussion and Analysis 
For The Year Ended December 31, 2011 

-10- 

required criteria are processed by the City Auditor resulting in the required purchase order.  The 
purchase order provides for the reserved encumbrance against the current budget. 

 

The City Auditor continually monitors the encumbrances and expenditures against the 
budgeted appropriations and against the County Auditor’s Certificate of Estimated Resources.  
Using the budget prepared by the City the preceding July and including the carry over balances 
less carry over encumbrances at year-end, the County Auditor arrives at and issues the 
Certificate of Estimated Resources for the City.  Ohio Law prohibits total fund appropriations 
from exceeding the amounts by fund on the County Auditor’s certificate. 
 

The City’s General Fund variance from original estimated revenues increased by 
$3,809,092 increasing the overall General Fund estimated revenues to $59,769,693 as indicated 
on page 20.  This change represents 6.4% of total revenue and is due to repayment $1.8 million 
in manuscript debt outstanding in 2010 and repaid in 2011 and reclassified as other.  The General 
Fund variance from original appropriations to final appropriations was $4,747,220; this increased 
the overall General Fund appropriations to $61,321,808.  The actual expenditures were less than 
the final budget by $1,868,333.  The small variance, 3.0% of total expenditures, was due to the 
careful monitoring of expenditures by all elected officials and department heads.  The actual 
expenditures were greater than the original budget by $2,878,887.  The actual variance was again 
due to the need to issue manuscript debt and the personnel cost increases due to raises on average 
of 3% to the majority of the City workforce in 2011.   
 

CAPITAL ASSET AND DEBT ADMINISTRATION 
 

At the end of 2011, the City had $212.6 million invested in a variety of capital assets, 
including police and fire equipment, land, buildings, park facilities, roads, bridges, and water and 
sewer lines (see following graphs).  This amount represents a net increase over last year.  Major 
additions for the Governmental Activities included ongoing major road and storm sewer projects, 
park equipment additions and renovations, and a major street lighting upgrade. 
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Additions to Business-Type Activities included additional water and sewer line 
construction, the continuation of a major renovation project at the City’s Water Reclamation 
Plant, and ongoing restoration work at two of the City’s water plants. 

 
The City’s 2012 capital budget anticipates a spending level of $8.4 million for capital 

projects.  The City will also continue to use the $15,850,000 generated from the sale of general 
obligation bonds during 2006 to construct a new fire station, renovate City Hall and improve 
infrastructure.  More detailed information about the City’s capital assets is presented in Note 8 to 
the basic financial statements. 
 

Debt 

At December 31, 2011, the City had $13.8 million in Governmental Activities General 
Obligation Bonds. 
 

Table 6

General Obligation Bond Debt Outstanding at Year End

Governmental Activities

2011 2010

Unvoted General Obligation Bonds:

2009 Refunding Bonds 6,620,000$       7,460,000$       

2001 Radio Communication -                        655,000            

2006 Various Purpose 7,215,411         8,599,810         

Total Unvoted General Obligation Bonds: 13,835,411$     16,714,810$     
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The City’s overall legal debt margin was $75,394,894 as of December 31, 2011.  The 

City’s unvoted legal debt margin was $32,071,981 as of December 31, 2011. 
 

At December 31, 2011, the City had outstanding long-term debt obligations in the 
amount of $23.4 million down from $26.6 million in 2010 for the governmental activities this 
represents a 12.0 percent decrease.  The City’s business-type activities debt obligation as of 
December 31, 2011 was $39.8 million up from $30.9 million in 2010 this represents an increase 
of 28.8 percent.  The breakout on debt is presented in the graph below. 
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In 2011, no adjustments were made to the City’s credit rating; however, in 2010 Moody’s 

Investor Services downgraded the City’s rating to A1 from Aa3 and gave the City a negative 
outlook on general obligation bond issue.  Fitch Rating service also downgraded the City from 
AA- to A+ but said its outlook is stable.  Other obligations include accrued vacation pay and sick 
leave.  More detailed information about the City’s long-term liabilities is presented in Note 10 to 
the basic financial statements. 
 
CONTACTING THE CITY’S FINANCIAL MANAGEMENT 

 
This financial report is designed to provide our citizens, taxpayers, customers, and 

investors and creditors with a general overview of the City’s finances and to show the City’s 
accountability for the money it receives.  If you have questions about this report or need 
additional financial information, contact Richard A. Mallonn II-City Auditor, City of Canton, 
218 Cleveland Ave., Canton, Ohio 44702.  (Phone 330-489-3226 or Fax 330-580-2067).  
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