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OFFICE OF THE AUDITOR
LORAIN COUNTY. OHIO

MARK R. STEWART

Auditor

June 20, 1997

Lorain County Commissioners:

Honorable Mary Jo Vasi,
Honorable Elizabeth C. Blair
Honorable Michael A. Ross

Citizens of Lorain County

I am pleased to present the second Comprehensive Annual Financial Report (CAFR) for the County of Lorain,
Ohio, for the year ended December 31, 1996. Responsibility for both the accuracy of the presented data and the
completeness and fairness of the presentation, including all disclosures, rests with the management of the County,
and specifically. the County Auditor’s Office. This CAFR conforms to generally accepted accounting principles, as
set forth by the Governmental Accounting Standards Board (GASB) and other recognized authoritative sources,
and is representative of the County’s commitment to provide financial information to the citizens of Lorain
County. Preparation of this CAFR represents a continuing effort to improve the financial management of the
County. The information contained in this CAFR wiil assist County officials in making management decisions
and will provide the taxpayers of Lorain County with comprehensive financial data in a format that will enable
them to gain a better understanding of the County’s financial affairs.

The Comprehensive Annual Financial Report (CAFR) is presented in three sections:
1. The Introductory Section includes a Table of Contents, the Letter of Transmittal, a list of elected officials, the

organization chart of the county government, the organizational chart of the County Auditor’s Office, and the
GFOA Certificate of Achievement.

[

The Financial Section includes the Independent Accountant’s Report, the General Purpose Financial
Statements. which include explanatory notes and provide an overview of the County’s financial position and
operating results, and the Combining, Individual Fund and Account Group Statements and Schedules that
provide detailed information relative to the Generai Purpose Financial Statements.

3. The Statistical Section includes selected financial. economic, demographic, and other socioeconomic
information about the County which may be used to extrapolate trends for comparative years.

v

LORAIN COUNTY ADMINISTRATION BUILDING . ELYRIA. OHIO 44035 . (216} 329-5203 . FAX (216) 329-5223



FORM OF GOVERNMENT AND REPORTING ENTITY

Lorain County, established in 1822, is located in northeastern Ohio, approximately 30 miles west of Cleveland,
and covers an area of 495 square miles. It encompasses 33 cities, villages, and townships, the largest being the city
of Lorain. The county seat is located in the second largest city, Elyria, in the County. According to the 1990
census, the County had a population of 271.126. making it the ninth most populous of the 88 counties in the State.
Tn 1996, the U.S. Census Bureau estimated the County population to have increased to 281,4B80.

The County has only those powers, and powers incidental thereto, conferred upon it by the State Constitution and
statutes. A three member Board of Commissioners (the Board) is elected at targe in even-numbered years for four-
year overlapping terms. The Commissioners serve as the taxing authority, the contracting body, and the chief
administrators of public services for the County. The Board of Commissioners creates and adopts the annual
operating budget and makes the annual appropriation measure for expenditures of all County funds. In addition to
the Board of Commissionets, the offices of County Auditor and County Treasurer, grouped under the category of
general government, are of particular importance to tinancial affairs of the County.

The Auditor serves as the fiscal officer and property tax assessor for the County. One of the most important
functions of the Auditor involves the assessing of real property for tax purposes. State law mandates a complete
reappraisal of real property every six years as well as triennial updates between reappraisals. Once the County
Treasurer collects taxes, the Auditor is responsible for distributing the tax settlement to the various governmental
uniis. As chief fiscal officer of the County, no County contract or obligation may be made without the Auditor’s
certification that the funds have been lawfully appropriated, are available for payment, or are in the process of
collection. In addition, the Auditor is responsible for the County payroll and has other statutoty accoumting
functions. By State law the Auditor is secretary of the County Board of Revision and the County Budget
Commissicn, and administrator of the County Data Processing Board.

The Treasurer collects property taxes, is the custodian of all funds and is responsible for investing all idle Couanty
funds as specified by law. The Treasurer is the distributing agent for expenditures authorized by the Board of
Commissioners upon the Auditor’s warrant. The Treasurer must make daily reports showing receipts, payments
and balances to the County Auditor, and the books of account must always balance with those of the County
Auditor. The Treasurer is a member of the County Budget Commission which plays an important part in the
financial administration of local governments throughout the County.

Other elected officials, serving four-vear terms each, include Prosecutor, Sheriff, Engineer, Clerk of Courts,
Recorder, and Coroner. Common Pleas Judges, Domestic Relations Judges, and the Probate Judge are aiso elected
on a county-wide basis. ’

The County provides its citizens a wide range of services that include human and social services, health and
community assistance services, road and bridge maintenance, and other general and administrative support
services. The County also operates an enterprise fund sewer operation.

For financial reporting purposes, the County includes all funds, account groups, agencies, boards and commissions
making up Lorain Ceunty (the Primary Government) and its Component Units in accordance with the
Governmental Accounting Standards Board (GASB) Staiement No. [4 “The Financial Reporting Entity.”
Component units are legally separate organizations for which the County is financially accountable. The County is
financially accountable for an organization if the County appoints a voling majority of the organization’s
governing board and (1) the County is able to significantly influence the programs or services performed or
provided by the organizations; or (2) the County is legally entitled to or can otherwise access the organizations
resources; the County is legally obligated or has otherwise assumed the responsibility to finance the deficits of or
provide financial support to, the organization; or the County is obligated for the debt of the organization. The
Lorain County Transit Authority and the Murray Ridge Production Center, Inc. have been included as discretely
presented component units.
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The County serves as fiscal agent for the following organizations which are included as agency funds in the report:

Lorain County General Health District
Lorain County Soil and Water Conservation District
Local Emergency Planning Commission

The following organizations have been excluded from the reporting entity because they are not fiscally dependent
on the County and the County is not financially accountable for them:

Lorain County Agricultural Society

Lorain County Educational Service Center
Lorain County Convention and Visitor’s Burcau
Lorain County Historical Society

Lorain County Hospital

Lorain County Law Library

Lorain Public Library

Rural Lorain County Water Authority

A complete discussion of the County’s reporting entity is provided in Note ! to the general purpose financial
statements. :

ECONOMIC CONDITION AND OUTLOOK

Lorain County is well situated in a diverse, industrialized region on the southern shore of Lake Erie, within a one
hour drive of the major cities of Cleveland and Akron. Approximately one-third of the United States population
lives within a 500-mile radius of the County. The County enjoys the benefits of urbanization while also offering a
rural atmosphere and a variety of lifestyles for its inhabitants. The County is traversed by two major limited-access
highways and a number of major State and U.S. Highways. Interstate Highways 80 and 90, major east-west
transportation links, provide residents of the County direct access to major economic centers such as Chicago,
Illinois, to the west and Cleveland, Ohio Erie, Pennsylvania, and Buffalo and Rochester, New York to the east.
State and U.S. Routes, such as U.S. 6 and 20 and State Routes 2, 57, 58, 254, and 611, provide excellent access to
local and regional markets south, east and west. The excellent road network of the County has attracted over 41
common carriers that serve the area.

The County has access to other land transportation as well as sea or air. The County has access to major railroad
systems and is currently served by Amtrak, ConRail, Norfolk and Southern, Chessie System and Lorain and West
Virginia railroads. A major port located within the corporate limits of the County has facilities which provide ore-
transshipping from ship to ship to rail, and docks and other facilities for the receipt of iron ore, gypsum ore,
concrete, aggregates and oil. The port is operated by the Lorain Port Authority, a political subdivision separate
from the County. Air freight and air passenger service access is provided through the Lorain County Regional
Airport in New Russia Township and Cleveland Hopkins International Airport and Burke Lakefront Airport in
adjacent Cuyahoga County.

Numerous adult education opportunities complernent the educational programs offered to the youth of the County.
The Lorain County Community College provides the opportunity for the citizens of the County to further their
education with associate degrees in various ficlds. Recently the college has teamed-up with other major
universities for students to obtain four-year degrees,
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MAJOR INITIATIVES

In May of 1994 the voters of Lorain County passed a quarter percent sales tax levy for the renovation,
reconstruction and maintenance of the Lorain County Correctional Facility. The levy will enable the current jail to
be expanded by 208 beds. The estimated cost of the jail expansion is $9 million, of which approximately $3
million wiil be state funded. Approximately $632,000 was expended during 1996 towards this project which is
scheduled to be completed in the spring of 1998,

In 1996, the Lorain County 911 Agency undertook major upgrades to its communications network. A complete
update to Countywide Fire/EMS communications, with the implementation of repeater use, has provided a much
improved system of contacting these departiments in the event of an emergency. The placement of these repeaters
provides extensive portable radio coverage that did not exist before. The new system is state of the art in its
comumunications capability, with the ability to address cellular {or wireless) 911 calls. The agency is one of the
first centers in the state, as well as around the country, to nearly replace an entire operating system.

At the end of 1996, the Lorain County Auditor’s office purchased the Oracle Government Financial system. The
application modules included in the package are Government General Ledger, Government Purchasing,
Government Payables, Government Receivables and Fixed Assets. The analysis and implementation phases of
these modules wiil take place during 1997 with full implementation to occur as of January 1, 1998, With the new
system in place, information will move more guickly to decision makers, and the format will be tailored to their
liking. Data and reporting are consistent, and users will have the information needed to take action immediately,

without waiting for special monthly or weekly reports.

DEPARTMENT FOCUS

The featured department for this year’s CAFR is the Lorain County Recorder’s office. As in other years, 1996 was
a very hectic year for the office. For instance, in the summer of 1993 the Lorain County Recorder’s office began to
compuierize the office utilizing the hardware equipment that was in partial usage since September of 1992
Automated Points of Sale at the front counter were installed, a complete new Record View Data System Software

Program, which was custornized for the Recordet’s office was installed, and on September 1, 1993, the office went

“on-line”. Each staff member has been trained, and the back log of instruments that had occurred during the
previous year was entered into the system, while the current instruments from the September 1, 1993 date were
being processed on a daily basis. '

In 1996, 19,773 mortgages were filed, an increase of 3,537 over the 1995 year period. Deed filings totaled 11,193
in 1996. A total of 66,497 instruments were filed in 1996 as compared to 52,373 filings in 1995. From January
1993 through December 1996, a total of 236,300 instruments have been recorded, archival copied and filmed for

security storage.

In order to meet the demands of land transactions the Recorder’s office must constantly endeavor to achieve the
best quality of record preservation possible. Future projects of the office are to consider record availability and
storage as archival volume storage space is decreasing drastically. Heavy emphasis will be placed on increasing
the monitor space for the researchers and the general public. This will include the upgrading of hardware and
software when necessary. As Lorain County Recorder, Mary Ann Jamison is sure to handle her future endeavors
in the same manner of which the citizens of Lorain County can be proud.

FINANCIAL INFORMATION
Basis of Accounting The County’s accounting system is organized on a “fund” basis. Each fund or account group

is a distinct self-balancing accounting entity. For financial reporting purposes, the accounting records for all
governmental and fiduciary funds are converted to the modified accrual basis, whereby revenues are recognized
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when measurable and available within the business cycle (within sixty days after year end), and expenditures are
recognized when the fund liability is incurred.

Accounting records for the proprietary funds are converted to the accrual basis, whereby revenues are recognized
when goods or services are measurable and earned, and expenses are recognized in the period in which they are
incurred.

Internal Accounting Control In developing the County’s accounting system, much consideration was given to the
adequacy of internal accounting controls. Internal accounting controls are designed to provide reasonable, but not
absolute, assurance regarding (1) the safeguarding of assets against loss from unauthorized use or disposition and
(2) the reliability of financial records for preparing financial staternents and maintaining accountability for assets.
The concept of reasonable assurance is based on the assumption that the cost of internal accounting controls should
not exceed the benefits expected to be derived from their implementation.

The County utilizes a fully automated accounting system as well as automated systems of control for fixed assets
and payroil. These systems, coupled with the manual auditing of each voucher prior to payment by the accounting
department of the Auditor’s Office, ensure that the financial information generated is both accurate and reliable.

Budgetary Control The Board of County Commissioners adopts a temporary appropriation measure for the
County in early January. A permanent appropriation measure is ratified by April 1. All disbursements and
transfers of cash between funds require appropriation authority. Budgets are controlled at the object level within a
department and fund. Purchase orders are approved by the department heads and are encumbered prior to their
release to vendors. Those purchase orders which exceed the available appropriation are rejected until additional
resources are secured. A computerized certification system allows the Auditor’s office to ascertain the status of a
department’s appropriation prior to authorizing additional purchases from a certain account.

General Governmental Functions - Financial Highlights During 1996, revenues in all governmental fund types
(general, special revenue, debt service, capital projects) exceeded 1995 revenues by $12,746,403. The following
table shows the major revenue sources, their percentage of total revenues, and the amount and percentage of
increase {decrease) in relation to the prior year.

Percent of Percent

1695 1996 Total Change of Change
Revenues
Property and Other Taxes $25,321,740 528,273,630 20.89% $2,951,890 11.66%
Sales Tax 11,855,332 15,230,080 11.26 3,374,748 28.47
Charges for Services 12,921,824 13,479,166 9.96 557,342 431
Licenses, Permits and Fees 2,273,866 2,055,479 1.52 (218,387) {9.60)
Fines and Forfeitures 777,182 1,308,071 0.97 530,889 68.31
Intergovernmental 63,238,768 67,955,058 50.22 4,716,290 7.46
Special Assessments 419,146 579,687 0.43 160,541 38.30
Interest 5,051,104 5,674,707 4.19 623,603 12.35
Donations 14,479 33,037 0.02 18,538 128.17
Rentals 0 77,837 0.06 77.837 100.00
Other 693,711 646,803 0.48 {46,908) (6.76)
Total Revenues $122.567.152 - $135,313.555 100.00% $12,746.403




The most significant continuing source of revenue for the County is derived from taxes. Tax revenues in the
general fund, special revenue, and capital projects funds increased by $2,951.890 due to increased assessed
valuation. Assessed valuaiion increased from $3,563,087,488 in 1995 to $3,633,837,067.

During 1994, the County approved a one-fourth of one percent sales tax for the construction, operation and
maintenance of a jail facility. Collection started in July 1995. 1996 reflects the first full year of collections.

Intergovernmental revenues increased due to increased grant moneys for human services, mental retardation and
street construction projects.

Expenditures in all governmental fund types increased by $6,851,582. The following table highlights the major
expenditure functions:

Legisiative and executive expenditures increased due to salary increases.

benefits also increased.

Percent of Percent
1995 1996 Total Change of Change
Expenditures:
Current:
General Government:
Legislative and Executive $13,342,737 $15,848,896 12.95% $2,506,159 18.78%
Judicial 8,280,323 8,796,131 7.19 515,808 6.23
Public Safety 8,310,671 10,881,346 8.80 2,570,675 30.93
Public Works 8,057,515 7,086,633 5.79 (970,882) (12.05)
Health 36,549,077 37,816,567 30.90 1,267,450 3.47
Human Services 29,769,302 29,410,322 24.03 {358,980} (1.21)
Economic Development and
Assistance 826,416 834,718 0.68 8,302 1.00
Urban Redevelopment and
Housing ¢ 42,217 0.03 42,217 100.00
Capital Outlay 7,851,297 8,441,431 6.90 590,134 7.52
Intergovernmental 255,905 1,096,932 .90 841,027 328.65
Debt Service:
Principal Retirement 1,610,563 1,128,109 0.92 (482,454) (29.96)
Interest and Fiscal Charges 653,175 985,261 0.82 332,086 50.84
Total Expenditures $115,506,981 $122,368,563 100.00% $6,851,582

The corresponding employer paid

Public safety expenditures increased due to an upgrade to the communications network for the 911 system and

salary increases.

Health expenditures increased as additional programs were provided which relate to the increased grant moneys.

Intergovernmental expenditures increased due to increased flow through grant money for the Community Based

Correctional Facility.




General Fund Balance - The positive financial condition of the County is illustrated by its year-end General Fund
fund balance. The General Fund fund balance was $14,501,689 at December 31, 1995 and $ 21,505,765 at
December 31, 1996.

Financial Highlights - Proprietary Funds - The Lorain County Sanitary Sewer Fund is classified as an enterprise
fund since the operation of this fund resembles those activities found in private industry. The determination of
profit and/or loss is a management objective. The enterprise fund had a net loss of $36,158 for the year ended
December 31, 1996. The total fund equity of the enterprise fund was $9,016,374 at year end. This amount
inciudes ($1,039,707) in deficit retained earnings and $10,056,081 in contributed capital.

The Lorain County Transit Authority (component unit) had an operating foss of $1,563,091 and a net loss of
$16,734 for the year ended Decernber 31, 1996, and retained earnings of $75,917 at December 31, 1996.

The Murray Ridge Production Center (component unit) is financially sound, as is reflected by its increase in net
assets of $93,394 for the fiscal year ended June 30, 1996, and its net assets of $640,896 at June 30, 1996.

The internal service fund is a self-funded insurance fund which accounts for employee health care claims against
the County. The fund had operating revenues of $6,123,296 and net income of $899.973 for the year ended
December 31, 1996, and retained earnings of $3,487.418 at December 31. 1996.

Financial Highlights - Fiduciary Funds - Fiduciary funds account for assets held by Lorain County in a trustee
capacily as an agent for individuals, private organizations, other governmental units and/or other funds. Lorain
County maintains only agency funds.

At December 31, 1996, assets held in the agency funds totaled $342,440,208. The County uses the agency funds to
receive and distribute taxes and State levied revenues for all local governments within the County.

Debt Limitation - At December 31, 1996, general obligation bonds outstanding totaled $10,406,003. During
1996, $884,157 of general obligation bonds were retired. The County’s total legal debt margin at December 31,
1996 was $81,679,043.

The outstanding gencral obligation debt s primarily related to proceeds of bonds used either to construct or
renovaie buildings the County uses for its operations.

The County has a liability for loans from the Ohio Water Development Authority. Loan proceeds were used for
ongoing sewer system improvements and are being repaid from special assessments charged to benefited property
owners. At December 31, 1996, the special assessment liability for the loans was $2,101,000.

Spectal assessment bonds outstanding at December 31, 996 were $1,153,996. Special assessment bonds are backed
by the full faith and credit of the County. In the event of default by the property owners charged with the
assessment, the County would be responsible for the debt service payments.

The County maintains an “A" credit rating on its long-term bonds from Moody’s Investors Service, Inc. All bonds
of the County are general obligation debt and are backed by its full faith and credit.

Cash Management - The County pools its cash to simplify cash management. All idle moneys are invested, with
the earnings paid into the generai fund and other qualifying funds as prescribed by Ohio law. The County invests
in certificates of deposit, STAR Ohio, the State Treasurer’s Investment Pool, U.S. Treasury Bills, U.S. Treasury
notes, Federal Farm Credit Bank (FFCB) notes. Federal National Mortgage Association (FNMA) notes, Federal
Home [oan Bank (FHLB) notes, Student Loan Market Association (SLMA) notes, Federated Government
Obligations Trust Money Market Fund, commercial paper, and bankers acceptances. Interest carmed on
investments is credited to the general fund. except as stipulated by State Statute or County resolution. Interest
earnings for the primary government totaled $6.083.970 during 1996.
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A majority of the County’s deposit are collateratized with securities held by the pledging financial institutions’
trust department or agent in collateral pools that name the County as a participant. The face value of the pooled
collateral must equal at least 110 percent of the public funds on deposit. The collateral is held by trustees,
including the Federal Reserve Bank and designated third party trustees of the financial institutions.

Risk Management - The County maintains self-funded programs for health care benefits for County employees
and their dependents. A risk manager monitors and processes all claims. The County carries stop loss insurance
coverage for the health care program in the amounts of $250,000 per occurrence. Vehicles and property are
covered through the County Risk Sharing Authority (CORSA), and professional liability claims are covered
through a contract with an external insurance company, the cost of which is allocated among both governmentai
and enterprise funds. Workers’ compensation coverage is provided through participation in the State of Ohio

Workers’ Compensation program.

INDEPENDENT AUDIT

Jim Petro, Auditor of State, conducted an independent audit of ail County funds and account groups for the year
ended December 31, 1996. The unqualified opinion of the Auditor of State appears in the financial section of this

report.

The County has undergone a “single audit,” which includes a review of all federally funded programs administered
by the County, performed for fiscal year 1996 by Jim Petro, Auditor of State. Congressional legislation made the
“single audit” program mandatory for most local governments, including Lorain County. This mandate began in
1985 as a reguirement for federal funding eligibility. Information related to this audit, including the schedule of
federal financial assistance, findings and recommendations, and the report on internal control and compliance are
published in a separate report. :

AWARDS

GFOA Certificate of Achievement

The Government Finance Officers Association of the United States and Canada (GFOA) awarded a Certificate of
Achieverment for Excellence in Financial Reporting to Lorain County for its Comprehensive Annual Financiat
Report for the year ended December 31, 1995, The Certificate of Achievement is the highest form of recognition
in the area of governmental {inancial reporting.

In order to be awarded a Certificate of Achievement, a government unit must publish an easily readable and
efficiently organized comprehensive annual financial report, whose contents conform to program standards. Such
a report must satisfy both generally accepted accounting principles and applicable legal requirements.

A Certificate of Achievement is valid for a period of one year only. We believe our current report continues to
conform to the Certificate of Achievernent program requirements, and we are submitting it to GFOA.

Acknowledgments

The preparation of a financial document of this magnitude is the result of a combined effort of a number of
dedicated individuals who deserve recognition for their efforts. [ wish to extend my appreciation to the entire seaff
of the Auditor’s office. Special thanks are extended to Deputy Auditors Myung Treadway, Craig Snodgrass, Diane
Perry, Cheryl Litz and Lisa Nelson.
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In addition. I would like to express my appreciation to the Local Government Services staff of the Auditor of
State’s office for their consuitation and assistance in this project. Also, I wish to express my appreciation to the
staff of the various County departments whose time and dedicated efforts made this report possible.

Respectfuily yours,

L

Mark R. Stewart
Lorain County Auditor
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Totals (Memorandum Oaly)

Variance
Revised Favorable
Budget Actual (Unfaverable)
25,712,908 28,273,630 2,560,722
15,347,169 15,195,k16 (152,053)
12,249,753 13,565,680 1,315,927
2,072,820 2,068,140 (4,680}
824,928 961,862 136,934
60.307.260 66,597,379 6,250,119
503,941 579.687 75,746
3,248,170 5,367,784 2,119,614
40,510 35,614 {4,896)
0 77.837 77.837
419,305 583,498 164,103
120,726,854 £33.306,227 12,579,373
24,535,024 18,794,595 5,740,429
8,989,269 8,724,563 264,706
13,946,191 10,891,547 3,054,644
8,580,440 7,591,012 989,428
58,403,777 39,387,515 20,016,262
32,783,658 29,459,671 3,323,987
49,808 0 49,808
252,587 249,786 2,801
22,072,333 21,816,724 255,609
2,873,280 2,882,723 (9,443)
11,827,404 16,422,964 (4,595,560}
1,372,772 1,067,581 305,191
186,686,543 157,288,681 29,397.862
(65,959,689) {23,982 454) 41,977,235
3,136,663 7,736,663 4,600,000
21628436 21,975,530 347,094
2,946,638 1,929,700 {1,016,938)
(3.377,973) (1,929.760) 1,448,273
2,335,337 5.961,265 3,625.928
(3.389,157) (5.999,265) (2,610.108)
23,279.944 29,674,193 6,394,249
42.679,745) 3.691,739 48,371 484
55,671,071 35,671,071 0
9,849,183 9.849.183 Q
22,240,509 71.211.993 48.371.484
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