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Dave Yost - Auditor of State

INDEPENDENT AUDITOR’S REPORT

City of Cheviot
Hamilton County
3814 Harrison Avenue
Cheviot, Ohio 45211

To the City Council:
Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, each major fund, and the aggregate remaining fund information of City of Cheviot, Hamilton
County, Ohio (the City), as of and for the years ended December 31, 2017 and 2016, and the related
notes to the financial statements, which collectively comprise the City’s basic financial statements as
listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for preparing and fairly presenting these financial statements in accordance
with accounting principles generally accepted in the United States of America; this includes designing,
implementing, and maintaining internal control relevant to preparing and fairly presenting financial
statements that are free from material misstatement, whether due to fraud or error.

Auditor's Responsibility

Our responsibility is to opine on these financial statements based on our audit. We audited in accordance
with auditing standards generally accepted in the United States of America and the financial audit
standards in the Comptroller General of the United States’ Government Auditing Standards. Those
standards require us to plan and perform the audit to reasonably assure the financial statements are free
from material misstatement.

An audit requires obtaining evidence about financial statement amounts and disclosures. The procedures
selected depend on our judgment, including assessing the risks of material financial statement
misstatement, whether due to fraud or error. In assessing those risks, we consider internal control
relevant to the ’s preparation and fair presentation of the financial statements in order to design audit
procedures that are appropriate in the circumstances, but not to the extent needed to opine on the
effectiveness of the City’s internal control. Accordingly, we express no such opinion. An audit also
includes evaluating the appropriateness of management’s accounting policies and the reasonableness of
their significant accounting estimates, as well as our evaluation of the overall financial statement
presentation.

We believe the audit evidence we obtained is sufficient and appropriate to support our audit opinions.

Corporate Centre of Blue Ash, 11117 Kenwood Road, Blue Ash, Ohio 45242
Phone: 513-361-8550 or 800-368-7419 Fax: 513-361-8577

www.ohioauditor.gov
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Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, the business-type activities, each major fund,
and the aggregate remaining fund information of the City of Cheviot, Hamilton County, Ohio, as of
December 31, 2017 and 2016, and the respective changes in financial position and, where applicable,
cash flows thereof and the budgetary comparison for the General Fund thereof for the years then ended
in accordance with the accounting principles generally accepted in the United States of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require this presentation to
include management’s discussion and analysis, required budgetary comparison schedule and schedules
of net pension liabilities and pension contributions listed in the table of contents, to supplement the basic
financial statements. Although this information is not part of the basic financial statements, the
Governmental Accounting Standards Board considers it essential for placing the basic financial
statements in an appropriate operational, economic, or historical context. We applied certain limited
procedures to the required supplementary information in accordance with auditing standards generally
accepted in the United States of America, consisting of inquiries of management about the methods of
preparing the information and comparing the information for consistency with management’s responses to
our inquiries, to the basic financial statements, and other knowledge we obtained during our audit of the
basic financial statements. We do not opine or provide any assurance on the information because the
limited procedures do not provide us with sufficient evidence to opine or provide any other assurance.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated September 21,
2018, on our consideration of the ’s internal control over financial reporting and our tests of its compliance
with certain provisions of laws, regulations, contracts and grant agreements and other matters. That
report describes the scope of our internal control testing over financial reporting and compliance, and the
results of that testing, and does not opine on internal control over financial reporting or on compliance.

That report is an integral part of an audit performed in accordance with Government Auditing Standards in
considering the City’s internal control over financial reporting and compliance.

)

Dave Yost
Auditor of State

Columbus, Ohio

September 21, 2018


rakelly
Yost_signature


CITY OF CHEVIOT, OHIO

Management’s Discussion and Analysis
For the Year Ended December 31, 2017 Unaudited

The discussion and analysis of the City of Cheviot’s financial performance provides an overall review of
the City’s financial activities for the year ended December 31, 2017. The intent of this discussion and
analysis is to look at the City’s financial performance as a whole; readers should also review the notes to
the basic financial statements and financial statements to enhance their understanding of the City’s
financial performance.

FINANCIAL HIGHLIGHTS
Key financial highlights for 2017 are as follows:

O In total, net position decreased $323,887. Net position of governmental activities decreased $314,599,
which represents an 8% decrease from 2016. Net position of business-type activities decreased $9,288
from 2016.

O General revenues accounted for $4,230,446 in revenue or 74% of all revenues. Program specific
revenues in the form of charges for services and grants and contributions accounted for $1,485,203, or
26% of total revenues of $5,715,649.

O The City had $5,994,723 in expenses related to governmental activities; only $1,452,678 of these
expenses were offset by program specific charges for services, grants or contributions. General revenues
of $4,230,446 were not adequate to provide for these programs.

O The City’s general fund had $4,745,456 in revenues and $4,632,427 in expenditures. The general fund’s
fund balance decreased from $1,170,906 to $1,042,872.

OVERVIEW OF THE FINANCIAL STATEMENTS

This annual report consists of two parts — management’s discussion and analysis and the basic financial

statements. The basic financial statements include two kinds of statements that present different views of

the City:

These statements are as follows:

1. The Government-Wide Financial Statements — These statements provide both long-term and
short-term information about the City’s overall financial status.

2. The Fund Financial Statements — These statements focus on individual parts of the City,
reporting the City’s operations in more detail than the government-wide statements.

The financial statements also include notes that explain some of the information in the financial
statements and provide more detailed data.



CITY OF CHEVIOT, OHIO

Management’s Discussion and Analysis
For the Year Ended December 31, 2017 Unaudited

Government-wide Statements

The government-wide statements report information about the City as a whole using accounting methods
similar to those used by private-sector companies. The statement of net position includes all of the
government’s assets, liabilities, and deferred outflows/inflows of resources. All of the current year’s
revenues and expenses are accounted for in the statement of activities regardless of when cash is received
or paid.

The two government-wide statements report the City’s net position and how it has changed. Net position
is one way to measure the City’s financial health.

e Over time, increases or decreases in the City’s net position is an indicator of whether its financial
health is improving or deteriorating, respectively.

e To assess the overall health of the City you need to consider additional nonfinancial factors such as
the City’s tax base and the condition of the City’s capital assets.

The government-wide financial statements of the City are divided into two categories:

o Governmental Activities — Most of the City’s program’s and services are reported here including
security of persons and property, public health and welfare, leisure time activities, community
environment, public works, transportation and general government.

e Business-Type Activities — These services are provided on a charge for goods or services basis to
recover all of the expenses of the goods or services provided. The City’s swimming pool operations
are reported as business-type activities.

Fund Financial Statements

Funds are accounting devices that the City uses to keep track of specific sources of funding and spending
for particular purposes. The fund financial statements provide more detailed information about the City’s
most significant funds, not the City as a whole.

Governmental Funds — Most of the City’s activities are reported in governmental funds, which focus on
how money flows into and out of those funds and the balances left at year-end available for spending in
future periods. 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 you determine
whether there are more or fewer financial resources that can be spent in the near future to finance
programs. The relationship (or differences) between governmental activities (reported in the Statement of
Net Position and the Statement of Activities) and governmental funds is reconciled in the financial
statements.



CITY OF CHEVIOT, OHIO

Management’s Discussion and Analysis
For the Year Ended December 31, 2017 Unaudited

Proprietary Funds — Proprietary funds use the same basis of accounting as business-type activities;
therefore, these statements will essentially match. The proprietary fund financial statements provide
separate information for the City’s swimming pool operations.

Fiduciary Funds — Fiduciary funds are used to account for resources held for the benefit of parties outside
the government. Fiduciary funds are not reflected in the government-wide financial statement because

the resources of those funds are not available to support the City’s own programs. All of the City’s
fiduciary activities are reported in a separate Statement of Fiduciary Assets and Liabilities.

FINANCIAL ANALYSIS OF THE CITYAS A WHOLE

The following table provides a summary of the City’s net position for 2017 compared to 2016.

Governmental Business-type
Activities Activities Total
2017 2016 2017 2016 2017 2016

Current and Other Assets $4,642,715 $5,097,552 $2,998 $4,831 $4,645,713 $5,102,383
Capital assets, Net 6,384,960 5,693,434 83,855 91,225 6,468,815 5,784,659

Total Assets 11,027,675 10,790,986 86,853 96,056 11,114,528 10,887,042
Deferred Outflows of Resources 1,505,015 1,593,590 0 0 1,505,015 1,593,590
Net Pension Liability 5,771,301 5,355,742 0 0 5,771,301 5,355,742
Other Long-Term Liabilities 801,851 851,375 0 0 801,851 851,375
Other Liabilities 511,137 193,241 85 0 511,222 193,241

Total Liabilities 7,084,289 6,400,358 85 0 7,084,374 6,400,358
Deferred Inflows of Resources 1,713,932 1,935,150 0 0 1,713,932 1,935,150
Net Position
Net Investment in Capital Assets 6,128,779 5,367,588 83,855 91,225 6,212,634 5,458,813
Restricted 852,321 1,310,410 0 0 852,321 1,310,410
Unrestricted (3,246,631) (2,628,930) 2913 4,831 (3,243,718) (2,624,099)

Total Net Position $3,734,469 $4,049,068 $86,768 $96,056 $3,821,237 $4,145,124

The adoption of GASB Statement 68, “Accounting and Financial Reporting for Pensions—an
Amendment of GASB Statement 27” significantly revised accounting for pension costs and liabilities. For
reasons discussed below, many end users of this financial statement will gain a clearer understanding of
the City’s actual financial condition by adding deferred inflows related to pension and the net pension
liability to the reported net position and subtracting deferred outflows related to pension.



CITY OF CHEVIOT, OHIO

Management’s Discussion and Analysis
For the Year Ended December 31, 2017 Unaudited

Governmental Accounting Standards Board standards are national and apply to all government financial
reports prepared in accordance with generally accepted accounting principles. When accounting for
pension costs, GASB 27 focused on a funding approach. This approach limited pension costs to
contributions annually required by law, which may or may not be sufficient to fully fund each plan’s net
pension liability. GASB 68 takes an earnings approach to pension accounting; however, the nature of
Ohio’s statewide pension systems and state law governing those systems requires additional explanation
in order to properly understand the information presented in these statements.

Under the standards required by GASB 68, the net pension liability equals the City’s proportionate share
of each plan’s collective:

1. Present value of estimated future pension benefits attributable to active and inactive employees’
past service
2. Minus plan assets available to pay these benefits

GASB notes that pension obligations, whether funded or unfunded, are part of the “employment
exchange” — that is, the employee is trading his or her labor in exchange for wages, benefits, and the
promise of a future pension. GASB noted that the unfunded portion of this pension promise is a present
obligation of the government, part of a bargained-for benefit to the employee, and should accordingly be
reported by the government as a liability since they received the benefit of the exchange. However, the
City is not responsible for certain key factors affecting the balance of this liability. In Ohio, the employee
shares the obligation of funding pension benefits with the employer. Both employer and employee
contribution rates are capped by State statute. A change in these caps requires action of both Houses of
the General Assembly and approval of the Governor. Benefit provisions are also determined by State
statute. The employee enters the employment exchange with the knowledge that the employer’s promise
is limited not by contract but by law. The employer enters the exchange also knowing that there is a
specific, legal limit to its contribution to the pension system. In Ohio, there is no legal means to enforce
the unfunded liability of the pension system as against the public employer. State law operates to
mitigate/lessen the moral obligation of the public employer to the employee, because all parties enter the
employment exchange with notice as to the law. The pension system is responsible for the administration
of the plan.

Most long-term liabilities have set repayment schedules or, in the case of compensated absences (i.e. sick
and vacation leave), are satisfied through paid time-off or termination payments. There is no repayment
schedule for the net pension liability. As explained above, changes in pension benefits, contribution rates,
and return on investments affect the balance of the net pension liability, but are outside the control of the
local government. In the event that contributions, investment returns, and other changes are insufficient
to keep up with required pension payments, State statute does not assign/identify the responsible party for
the unfunded portion. Due to the unique nature of how the net pension liability is satisfied, this liability is
separately identified within the long-term liability section of the statement of net position.

In accordance with GASB 68, the City’s statements prepared on an accrual basis of accounting include an
annual pension expense for their proportionate share of each plan’s change in net pension liability not
accounted for as deferred inflows/outflows.



CITY OF CHEVIOT, OHIO

Management’s Discussion and Analysis
For the Year Ended December 31, 2017 Unaudited

Change in Net Position — The following table shows the change in net position for 2017 compared to
2016:

Governmental Business-type
Activities Activities Total
2017 2016 2017 2016 2017 2016
Revenues
Program Revenues:
Charges for Services and Sales $926,986 $930,815 $32,525 $37,060 $959,511 $967,875
Operating Grants and Contributions 379,392 376,876 0 0 379,392 376,876
Capital Grants and Contributions 146,300 296,300 0 0 146,300 296,300
Total Program Revenues 1,452,678 1,603,991 32,525 37,060 1,485,203 1,641,051
General revenues:
Property Taxes 1,728,487 1,768,112 0 0 1,728,487 1,768,112
Municipal Income Taxes 2,038,221 1,582,469 0 0 2,038,221 1,582,469
Other Local Taxes 58,983 61,520 0 0 58,983 61,520
Intergovernmental Revenues, Unrestricted 301,395 309,997 0 0 301,395 309,997
Miscellaneous 103,360 81,970 0 0 103,360 81,970
Total General Revenues 4,230,446 3,804,068 0 0 4,230,446 3,304,068
Total Revenues 5,683,124 5,408,059 32,525 37,060 5,715,649 5,445,119
Program Expenses
Security of Persons and Property 2,850,460 2,614,764 0 0 2,850,460 2,614,764
Public Health and Welfare Services 20,545 17,384 0 0 20,545 17,384
Leisure Time Activities 132,986 83,273 0 0 132,986 83,273
Community Environment 11,448 12,003 0 0 11,448 12,003
Public Works 396,189 412,447 0 0 396,189 412,447
Transportation 750,587 669,128 0 0 750,587 669,128
General Government 1,809,887 1,493,759 0 0 1,809,887 1,493,759
Interest and Fiscal Charges 22,621 25,512 0 0 22,621 25,512
Swimming Pool 0 0 44813 43423 44813 43423
Total Expenses 5,994,723 5,328,270 44813 43423 6,039,536 5,371,693
Change in Net Position Before Transfers (311,599) 79,789 (12,288) (6,363) (323,887) 73,426
Transfers (3,000 (5,200 3,000 5,200 0 0
Total Change in Net Position (314,599) 74,589 (9,288) (1,163) (323,887) 73,426
Beginning Net Position 4,049,068 3,974,479 96,056 97,219 4,145,124 4,071,698
Ending Net Position $3,734,469 $4,049,068 $86,768 $96,056 $3,821,237 $4,145,124

Governmental Activities

Net position of the City’s governmental activities decreased $314,599. Revenues were consistent with the
prior year. An increase in expenses can be attributed to changes in the net pension liability.



CITY OF CHEVIOT, OHIO

Management’s Discussion and Analysis
For the Year Ended December 31, 2017 Unaudited

The City receives an income tax, which is based on 2.0% of all salaries, wages, commissions and other
compensation and on net profits earned by residents both in and out of the City and to earnings of
non-residents (except certain transients) earned in the City.

Income taxes and property taxes made up 36% and 30% respectively, of revenues for governmental
activities in 2017. The City’s reliance upon tax revenues is demonstrated by the following graph
indicating 67% of total revenues from general tax revenues:

67.32%
Percent o

Revenue Sources 2017 of Total / \
General Tax Revenues $3,825,691 67.32%
Intergovernmental, Unrestricted 301,395 5.30% (%/\ )
Program Revenues 1,452,678 25.56%
General Other 103,360 1.82%  1.82% K V
Total Revenue $5,683,124 100.00% \\'

25.56% 530%

Business-Type Activities

Net position of the business-type activities remained stable, decreasing $9,288. A Duke Energy settlement
reimbursement received in the prior year resulted in a decrease in revenues in 2017.

FINANCIAL ANALYSIS OF THE CITY’S FUNDS

The City’s governmental funds reported a combined fund balance of $1,773,058, which is a decrease

from last year’s balance of $2,333,766. The schedule below indicates the fund balance and the total
change in fund balance at December 31, 2017 and 2016:

Fund Balance Fund Balance Increase
December 31, 2017 December 31, 2016 (Decrease)
General $1,042,872 $1,170,906 ($128,034)
3 Mill Project 232,571 544,169 (311,598)
Other Governmental 497,615 618,691 (121,076)
Total $1,773,058 $2.333,766 ($560,708)




CITY OF CHEVIOT, OHIO

Management’s Discussion and Analysis
For the Year Ended December 31, 2017

Unaudited

General Fund — The City’s General Fund balance change is due to several factors. The tables that follow

assist in illustrating the financial activities of the General Fund:

2017 2016 Increase
Revenues Revenues (Decrease)
Property Taxes $1,426,598 $1,442,682 ($16,084)
Municipal Income Taxes 2,004,156 1,570,672 433,484
Other Local Taxes 58,983 61,520 (2,537)
Intergovernmental Revenues 295,474 300,852 (5,378)
Charges for Services 713,469 700,773 12,696
Rental Revenue 60,971 75,766 (14,795)
Licenses, Permits and Fees 25,098 13,609 11,489
Fines and Forfeitures 60,118 82,290 (22,172)
All Other Revenue 100,589 40,781 59,808
Total $4,745,456 $4,288,945 $456,511
General Fund revenues increased $456,511.
2017 2016 Increase
Expenditures Expenditures (Decrease)
Security of Persons and Property $2,492,746 $2,323,229 $169,517
Public Health and Welfare Services 6,813 6,647 166
Leisure Time Activities 125,206 74,502 50,704
Public Works 371,316 388,035 (16,719)
Transportation 94,915 139,884 (44,969)
General Government 1,541,431 1,460,737 80,694
Total $4,632,427 $4,393,034 $239,393

General Fund expenditures increased $239,393, or 5% when compared with the previous year. An
increase in security of persons and property can be attributed to increases in police and fire wages, which
can be attributed to severance payouts, overtime, and new hires. Field House improvements resulted in an
increase in leisure time activities. In 2017 a larger portion of street salaries were paid from the Street
Fund, resulting in lower General Fund expenditures for transportation. Increases in general government
were the result of increases in employee health insurance and workers compensation costs.



CITY OF CHEVIOT, OHIO

Management’s Discussion and Analysis

For the Year Ended December 31, 2017 Unaudited

The City’s budget is prepared according to Ohio law and is based on accounting for certain transactions
on a basis of cash receipts, disbursements and encumbrances. The most significant budgeted fund is the
General Fund.

During the course of 2017 the City amended its General Fund budget several times.

For the General Fund, original, final, and actual budget basis revenues were not significantly different.
Actual budget basis expenditures were approximately 3% less than final appropriations.

CAPITAL ASSETS AND DEBT ADMINISTRATION
Capital Assets

At the end of 2017 the City had $6,468,815 net of accumulated depreciation invested in land, buildings,
improvements, infrastructure, furniture and equipment. Of this total, $6,384,960 was related to

governmental activities and $83,855 to the business-type activities. The following tables show 2017 and
2016 balances:

Governmental Increase
Activities (Decrease)
2017 2016
Land $274,086 $275,086 ($1,000)
Construction in Progress 536,520 0 536,520
Land Improvements 419,710 417,462 2,248
Buildings and Improvements 2,209,040 2,209,040 0
Furniture and Equipment 4,854,874 4,722,317 132,557
Infrastructure 4,928,461 4,496,440 432,021
Less: Accumulated Depreciation (6,837,731) (6,426 ,911) (410,820)
Totals $6,384,960 $5,693,434 $691,526
Business-Type Increase
Activities (Decrease)
2017 2016
Land $1,864 $1,864 $0
Buildings and Building Improvements 207,978 207,978 0
Machinery and Equipment 2,259 2,259 0
Less: Accumulated Depreciation (128,246) (120,876) (7,370)
Totals $83,855 $91,225 ($7,370)

Governmental activities capital asset additions included a dump truck, mower, computer equipment,
police equipment, fire equipment, and improvements to Roswell, Ruckle, and Ruth streets. Construction
in progress consisted of improvements to Westwood-Northern Boulevard.

Additional information on the City’s capital assets can be found in Note 8.

-10 -



CITY OF CHEVIOT, OHIO

Management’s Discussion and Analysis
For the Year Ended December 31, 2017 Unaudited

Debt and Other Long Term Obligations

The following table summarizes the City’s long term obligations outstanding as of December 31, 2017
and 2016:

2017 2016
Governmental Activities:
General Obligation Bonds $441,100 $477,600
Capital Leases 185,081 243,246
Net Pension Liability 5,771,301 5,355,742
Compensated Absences 175,670 130,529
Total Governmental Activities $6,573,152 $6,207,117

Under current state statutes, the City’s general obligation bonded debt issues are subject to a legal
limitation based on 10.5% of the total assessed value of real and personal property. In addition, the
unvoted net debt of municipal corporations cannot exceed 5.5% of the total assessed value of property.
At December 31, 2017, the City’s outstanding debt was below the legal limit. Additional information on
the City’s long-term debt can be found in Note 11.

REQUESTS FOR INFORMATION

This financial report is designed to provide a general overview of the City’s finances and to show the
City’s accountability for the money it receives. Questions about this report or the need for additional
financial information can be directed to the Auditor’s Office of the City of Cheviot.

-11 -
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CITY OF CHEVIOT, OHIO

Statement of Net Position
December 31, 2017

Governmental  Business-Type
Activities Activities Total
Assets:
Cash and Cash Equivalents $ 1,803,046 $ 2,998 $ 1,806,044
Receivables:
Property Taxes 1,789,614 0 1,789,614
Income Taxes 595,032 0 595,032
Other Local Taxes 15,278 0 15,278
Accounts 30,442 0 30,442
Intergovernmental Receivable 330,000 0 330,000
Special Assessments 3,284 0 3,284
Inventory of Supplies at Cost 54,537 0 54,537
Prepaid Items 21,482 0 21,482
Non-Depreciable Capital Assets 810,606 1,864 812,470
Depreciable Capital Assets, Net 5,574,354 81,991 5,656,345
Total Assets 11,027,675 86,853 11,114,528
Deferred Outflows of Resources:
Pension:
OPERS 707,069 0 707,069
OP&F 797,946 0 797,946
Total Deferred Outflows of Resources 1,505,015 0 1,505,015
Liabilities:
Accounts Payable 30,590 85 30,675
Accrued Wages and Benefits 83,200 0 83,200
Intergovernmental Payable 49,065 0 49,065
Contracts Payable 336,427 0 336,427
Unearned Revenue 7,485 0 7,485
Accrued Interest Payable 4,370 0 4,370
Noncurrent Liabilities:
Due Within One Year 107,083 0 107,083
Due in More Than One Year:
Net Pension Liability 5,771,301 0 5,771,301
Other Amounts Due in M ore Than One Year 694,768 0 694,768
Total Liabilities 7,084,289 85 7,084,374
Deferred Inflows of Resources:
Property Tax Levy for Next Fiscal Year 1,693,873 0 1,693,873
Pension:
OPERS 11,044 0 11,044
OP&F 9,015 0 9,015
Total Deferred Inflows of Resources 1,713,932 0 1,713,932
Net Position:
Net Investment in Capital Assets 6,128,779 83,855 6,212,634
Restricted For:
Capital Projects 255,794 0 255,794
Debt Service 100 0 100
Other Purposes 596,427 0 596,427
Unrestricted (Deficit) (3,246,631) 2,913 (3,243,718)
Total Net Position $ 3,734,469 $ 86,768 $ 3,821,237

See accompany ing notes to the basic financial statements




CITY OF CHEVIOT, OHIO

Statement of Activities
For the Year Ended December 31, 2017

Program Revenues

Charges for Operating Grants Capital Grants
Services and and and
Expenses Sales Contributions Contributions
Governmental Activities:
Security of Persons and Property $ 2,850,460 $ 239,077 $ 3,520 $ 0
Public Health and Welfare Services 20,545 0 2,731 0
Leisure Time Activities 132,986 47,721 0 0
Community Environment 11,448 0 0 0
Public Works 396,189 508,515 0 0
Transportation 750,587 9,544 373,141 146,300
General Government 1,809,887 122,129 0 0
Interest and Fiscal Charges 22,621 0 0 0
Total Governmental Activities 5,994,723 926,986 379,392 146,300
Business-Type Activities:
Swimming Pool 44,813 32,525 0 0
Total Business-Type Activities 44,813 32,525 0 0
Totals $ 6,039,536 $ 959,511 $ 379,392 $ 146,300

General Revenues and Transfers
Property Taxes Levied for:
General Purposes
Capital Outlay
Municipal Income Taxes
Other Local Taxes
Intergovernmental, Unrestricted
Miscellaneous
Transfers

Total General Revenues and Transfers
Change in Net Position

Net Position Beginning of Year
Net Position End of Year

See accompany ing notes to the basic financial statements
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CITY OF CHEVIOT, OHIO

Net (Expense) Revenue
and Changes in Net Position

Governmental Business-Type
Activities Activities Total

$  (2,607,863) $ 0 $ (2.607,863)
(17,814) 0 (17,814)
(85,265) 0 (85,265)
(11,448) 0 (11,448)
112,326 0 112,326
(221,602) 0 (221,602)
(1,687,758) 0 (1,687,758)
(22,621) 0 (22,621)
(4,542,045) 0 (4,542,045)

0 (12,288) (12,288)

0 (12,288) (12,288)

$  (4,542,045) $ (12288)  $  (4,554333)
1,416,794 0 1,416,794
311,693 0 311,693
2,038,221 0 2,038,221
58,983 0 58,983
301,395 0 301,395
103,360 0 103,360
(3,000) 3,000 0
4,227,446 3,000 4,230,446
(314,599) (9,288) (323,887)
4,049,068 96,056 4,145,124

$ 3734469 $ 86,768 $ 3,821,237
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Balance Sheet
Governmental Funds
December 31, 2017

CITY OF CHEVIOT, OHIO

Assets:
Cash and Cash Equivalents
Receivables:
Property Taxes
Income Taxes
Other Local Taxes
Accounts
Intergovernmental
Special Assessments
Inventory of Supplies, at Cost
Prepaid Items

Total Assets

Liabilities:

Accounts Payable

Accrued Wages and Benefits Payable
Intergovernmental Payable

Contracts Payable

Unearned Revenue

Total Liabilities

Deferred Inflows of Resources:
Unavailable Amounts

Property Tax Levy for Next Fiscal Year
Total Deferred Inflows of Resources

Fund Balance:
Nonspendable
Restricted
Committed

Assigned
Unassigned

Total Fund Balance

Total Liabilities, Deferred Inflows of
Resources and Fund Balance

Other Total
3 Mill Project Governmental Governmental

General Fund Fund Funds Funds
$ 813957  § 567,995 $ 421,094 $ 1,803,046
1,472,022 317,592 0 1,789,614
595,032 0 0 595,032
15,278 0 0 15,278
30,442 0 0 30,442
139,925 6,296 183,779 330,000
0 0 3,284 3,284
22,768 0 31,769 54,537
21,482 0 0 21,482
$§ 3,110,906 § 891,883 $ 639,926 $ 4,642,715
$ 28385 $ 0 $ 2205 % 30,590
70,841 0 12,359 83,200
48,886 0 179 49,065
0 335,424 1,003 336,427
7,485 0 0 7,485
155,597 335,424 15,746 506,767
519,229 23,223 126,565 669,017
1,393,208 300,665 0 1,693,873
1,912,437 323,888 126,565 2,362,890
47,653 0 31,769 79,422
0 232,571 462,292 694,863
0 0 3,554 3,554
738,864 0 0 738,864
256,355 0 0 256,355
1,042,872 232,571 497,615 1,773,058
$§ 3,110,906 § 891,883 $ 639,926 $ 4,642,715

See accompanying notes to the basic financial statements
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CITY OF CHEVIOT, OHIO

Reconciliation of Total Governmental Fund Balances
To Net Position of Governmental Activities
December 31, 2017

Total Governmental Fund Balances

Amounts reported for governmental activities in the
statement of net position are different because

Capital Assets used in governmental activities are not
resources and therefore are not reported in the funds.

Other long-term assets are not available to pay for current-
period expenditures and therefore are deferred in the funds.

The net pension liability is not due and payable in the current period;

therefore, the liability and related deferred inflows/outflows are not

reported in governmental funds:
Deferred Outflows - Pension 1,505,015
Deferred Inflows - Pension (20,059)
Net Pension Liability (5,771,301)

$§ 1,773,058

6,384,960

669,017

(4,286,345)

Long-term liabilities, including bonds payable and compensated absences

are not due and payable in the current period and therefore are not

reported in the funds.
General Obligation Bonds Payable (441,100)
Capital Leases Payable (185,081)
Compensated Absences Payable (175,670)
Accrued Interest Payable (4,370)

(806,221)

Net Position of Governmental Activities

See accompanying notes to the basic financial statements
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CITY OF CHEVIOT, OHIO

Statement of Revenues, Expenditures and Changes in Fund Balances
Governmental Funds
For the Year Ended December 31, 2017

Other Total
3 Mill Project Governmental Governmental
General Fund Fund Funds Funds
Revenues:
Property Taxes $ 1,426,598 $ 313,654 $ 0 $ 1,740,252
Municipal Income Taxes 2,004,156 0 0 2,004,156
Other Local Taxes 58,983 0 0 58,983
Intergovernmental Revenues 295,474 11,371 526,622 833,467
Charges for Services 713,469 0 28,163 741,632
Rental Revenue 60,971 0 0 60,971
Licenses, Permits and Fees 25,098 0 0 25,098
Special Assessments 0 0 9,544 9,544
Fines and Forfeitures 60,118 0 38,672 98,790
All Other Revenue 100,589 0 18,569 119,158
Total Revenue 4,745,456 325,025 621,570 5,692,051
Expenditures:
Current:
Security of Persons and Property 2,492,746 0 43,106 2,535,852
Public Health and Welfare Services 6,813 0 13,732 20,545
Leisure Time Activities 125,206 0 0 125,206
Community Environment 0 0 11,448 11,448
Public Works 371,316 0 0 371,316
Transportation 94,915 0 487,490 582,405
General Government 1,541,431 0 2,182 1,543,613
Capital Outlay 0 636,623 292,600 929,223
Debt Service:
Principal Retirement 0 0 94,665 94,665
Interest and Fiscal Charges 0 0 22,935 22,935
Total Expenditures 4,632,427 636,623 968,158 6,237,208
Excess (Deficiency) of Revenues
Over (Under) Expenditures 113,029 (311,598) (346,588) (545,157)
Other Financing Sources (Uses):
Sale of Capital Assets 6,100 0 0 6,100
Transfers In 0 0 251,425 251,425
Transfers Out (254,425) 0 0 (254,425)
Total Other Financing Sources (Uses) (248,325) 0 251,425 3,100
Net Change in Fund Balance (135,296) (311,598) (95,163) (542,057)
Fund Balance at Beginning of Year 1,170,906 544,169 618,691 2,333,766
Increase (Decrease) in Inventory 7,262 0 (25,913) (18,651)
Fund Balance End of Year $ 1,042872 $ 232,571 $ 497,615 $ 1,773,058

See accompany ing notes to the basic financial statements
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CITY OF CHEVIOT, OHIO

Reconciliation of the Statement of Revenues, Expenditures
And Changes in Fund Balances of Governmental Funds
To the Statement of Activities

For the Year Ended December 31, 2017

Net Change in Fund Balances - Total Governmental Funds $  (542,057)

Amounts reported for governmental activities in the statement of
activities are different because

Governmental funds report capital outlays as expenditures. However, in the
statement of activities, the cost of those assets is allocated over their estimated
useful lives as depreciation expense. This is the amount by which capital outlay
exceeded depreciation in the current period.
Capital Outlay 1,151,654
Depreciation Expense (459,128) 692,526

The statement of activities reports losses arising from the disposal of
capital assets. Conversely, the governmental funds do not report any
loss on the disposal of capital assets. (1,000)

Revenues in the statement of activities that do not provide current financial
resources are not reported as revenues in the funds. (8,927)

Contractually required contributions are reported as expenditures in
governmental funds; however, the statement of net position reports
these amounts as deferred outflows. 428,165

Except for amounts reported as deferred inflows/outflows, changes in the
net pension liability are reported as pension expense in the statement of activities. (914,493)

The issuance of long-term debt (e.g. bonds, leases) provides current

financial resources to governmental funds, while the repay ment of the principal
of long-term debt consumes the current financial resources of governmental funds.
Neither transaction, however, has any effect on net position. This amount is

the net effect of these differences in the treatment of long-term debt and

related items.

Capital Lease Retirement 58,165
Bond Principal Retirement 36,500
Change in Accrued Interest Payable 314 94,979

Some expenses reported in the statement of activities do not require the use of
current financial resources and therefore are not reported as expenditures
in the governmental funds.

Compensated Absences (45,141)
Change in Inventory (18,651) (63,792)
Change in Net Position of Governmental Activities $ (314,599

See accompanying notes to the basic financial statements
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CITY OF CHEVIOT, OHIO

Statement of Revenues, Expenditures and Changes in

Fund Balance — Budget and Actual (Non-GAAP Budgetary Basis)
General Fund

For the Year Ended December 31, 2017

Variance with

Final Budget
Original Positive
Budget Final Budget Actual (Negative)
Revenues:
Property Taxes $ 1,402,589 $ 1,397,867 § 1,426,598 § 28,731
Municipal Income Taxes 1,947,971 1,941,412 1,975,394 33,982
Other Local Taxes 60,203 60,000 57,946 (2,054)
Intergovernmental Revenues 310,401 309,356 297,159 (12,197)
Charges for Services 599,619 680,600 810,299 129,699
Rental Revenue 75,855 75,600 76,423 823
Licenses, Permits and Fees 13,631 13,585 25,098 11,513
Fines and Forfeitures 63,213 63,000 60,118 (2,882)
All Other Revenues 41,408 41,269 108,520 67,251
Total Revenues 4,514,890 4,582,689 4,837,555 254,866
Expenditures:
Current:
Security of Persons and Property 2,595,809 2,570,055 2,553,082 16,973
Public Health and Welfare Services 6,977 7,000 6,813 187
Leisure Time Activities 154,541 155,059 127,720 27,339
Public Works 383,722 385,007 370,238 14,769
Transportation 94,683 95,000 94,915 85
General Government 1,690,824 1,696,486 1,612,523 83,963
Total Expenditures 4,926,556 4,908,607 4,765,291 143,316
Excess (Deficiency) of Revenues
Over (Under) Expenditures (411,666) (325,918) 72,264 398,182
Other Financing Sources (Uses):
Sale of Capital Assets 0 0 6,100 6,100
Transfers In 223,110 223,110 245,000 21,890
Transfers Out (511,422) (511,422) (499,425) 11,997
Total Other Financing Sources (Uses): (288,312) (288,312) (248,325) 39,987
Net Change in Fund Balance (699,978) (614,230) (176,061) 438,169
Fund Balance at Beginning of Year 786,754 786,754 786,754 0
Prior Year Encumbrances 91,575 91,575 91,575 0
Fund Balance at End of Year $ 178351 $§ 264,099 $§ 702,268 $§ 438,169

See accompany ing notes to the basic financial statements
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CITY OF CHEVIOT, OHIO

Statement of Net Position
Proprietary Funds
December 31, 2017

Assets:
Current Assets:
Cash and Cash Equivalents

Total Current Assets

Noncurrent Assets:
Non-Depreciable Capital Assets
Depreciable Capital Assets, Net

Total Noncurrent Assets

Total Assets

Liabilities:
Current Liabilities:
Accounts Payable

Total Liabilities

Net Position:
Investment in Capital Assets
Unrestricted

Total Net Position

See accompanying notes to the basic financial statements
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Business-Type Activities

Enterprise Fund

Swimming P ool

$ 2,998

2,998

1,864
81,991

83,855

86,853

85

85

83,855
2913

$ 86,768




CITY OF CHEVIOT, OHIO

Statement of Revenues, Expenses and Changes in Fund Net Position
Proprietary Funds
For the Year Ended December 31, 2017

Business-Type Activities

Enterprise Fund

Swimming Pool

Operating Revenues:
Charges for Services $ 32,525

Total Operating Revenues 32,525

Operating Expenses:

Personal Services 20,615
Contractual Services 12,477
Materials and Supplies 4351
Depreciation 7,370
Total Operating Expenses 44,813
Loss Before Transfers (12,288)
Transfers:
Transfers In 3,000
Total Transfers 3,000
Change in Net Position (9,288)
Net Position Beginning of Year 96,056
Net Position End of Year $ 86,768

See accompanying notes to the basic financial statements
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CITY OF CHEVIOT, OHIO

Statement of Cash Flows
Proprietary Funds
For the Year Ended December 31, 2017

Cash Flows from Operating Activities:

Cash Received from Customers
Cash Payments for Goods and Services
Cash Payments to Employees

Net Cash Used by Operating Activities

Cash Flows from Noncapital Financing Activities:

Transfers In from Other Funds
Net Cash Provided by Noncapital Financing Activities
Net Increase in Cash and Cash Equivalents

Cash and Cash Equivalents at Beginning of Year
Cash and Cash Equivalents at End of Year

Reconciliation of Operating Loss to Net Cash

Used by Operating Activities:

Operating Loss
Adjustments to Reconcile Operating Loss to
Net Cash Used by Operating Activities:

Depreciation Expense

Miscellaneous Nonoperating Revenue
Changes in Assets and Liabilities:

Increase in Accounts Payable

Total Adjustments
Net Cash Used by Operating Activities

See accompanying notes to the basic financial statements
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Business-Type Activities

Enterprise Fund

Swimming Pool

$36,497
(16,743)
(20,615)

(861)

3,000

3,000

2,139
859

$2,998

($12,288)

7,370
3972

85

11,427

($861)




CITY OF CHEVIOT, OHIO

Statement of Assets and Liabilities
Fiduciary Funds
December 31, 2017

Agency Funds
Assets:
Cash and Cash Equivalents $ 628,553
Cash and Cash Equivalents in Segregated Accounts 3,355
Total Assets 631,908
Liabilities:
Intergovernmental Payable 517
Undistributed Monies 631,391
Total Liabilities $ 631,908

See accompanying notes to the basic financial statements
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CITY OF CHEVIOT, OHIO

Notes to the Basic Financial Statements
For the Year Ended December 31, 2017

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The City of Cheviot (the "City") is a non-chartered municipal corporation operating under the laws of the
State of Ohio. The community was established in 1818 as part of Green Township, it then became a
village on July 1, 1901, before becoming a city on January 1, 1932. The municipal government is known
as a Council/Mayor form of government. The Mayor is elected to a four-year term. The President of
Council and seven council members (one from each ward and three at-large) are elected to four-year
terms. The Mayor appoints a Safety Service Director. The Safety Service Director is the chief executive
officer and the head of the administrative agencies of the City. He/she appoints all department heads and
employees, except for the Clerk of Council, who is appointed by Council.

The financial statements are presented as of December 31, 2017 and for the year then ended and have
been prepared in conformity with generally accepted accounting principles (GAAP) applicable to local
governments. The Governmental Accounting Standards Board (GASB) is the standard-setting body for
establishing governmental accounting and financial reporting principles, which are primarily set forth in
the GASB’s Codification of Governmental Accounting and Financial Reporting Standards (GASB
Codification).

A. Reporting Entity

The accompanying basic financial statements comply with the provisions of the GASB Statement
No. 14, "The Financial Reporting Entity,” in that the financial statements include all
organizations, activities, functions and component units for which the City (the primary
government) is financially accountable. Financial accountability is defined as the appointment of
a voting majority of a legally separate organization’s governing body and either (1) the City's
ability to impose its will over the organization, or (2) the potential that the organization will
provide a financial benefit to or impose a financial burden on the City.

Based on the foregoing, the City's financial reporting entity has no component units but includes
all funds, agencies, boards and commissions that are part of the primary government, which
include the following services: police and fire protection, waste management, parks and
recreation, planning, zoning, street maintenance and repair, community development, public
health and welfare. A staff provides support (i.e. payroll processing, accounts payable, revenue
collection) to the service providers. The operation and control of these activities is provided by
the City Council through the budgetary process and by the Mayor through administrative and
managerial requirements and procedures. In addition, the City swimming pool operations are
reported as an enterprise fund.

The financial activity of the Mayor’s Court has been included in the City’s financial statements as
an agency fund. The Mayor has fiduciary responsibility for the collection and distribution of the
courts fees and fines to other governments.

The City participates in one organization which is defined as a jointly governed organization, the

Ohio-Kentucky-Indiana Regional Council of Governments. This organization is presented in
Note 14.
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CITY OF CHEVIOT, OHIO

Notes to the Basic Financial Statements
For the Year Ended December 31, 2017

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

B. Basis of Presentation - Fund Accounting

The accounting system is organized and operated on the basis of funds, each of which is
considered a separate accounting entity. The operations of each fund are accounted for with a
separate set of self-balancing accounts that comprise its assets, liabilities, deferred
outflows/inflows of resources, fund equity, revenues and expenditures (expenses). The various
funds are summarized by type in the basic financial statements. The following fund types are
used by the City:

Governmental Funds - Governmental funds are those funds 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 the resources accounted for in the
proprietary funds) are accounted for through governmental funds. The measurement focus is on
determination of "financial flow" (sources, uses and balances of financial resources). The
following are the City's major governmental funds:

General Fund - This fund is used to account for all financial resources except those accounted for
in another fund. The general fund balance is available to the City for any purpose provided it is
expended or transferred according to the general laws of Ohio and the limitations of the City
Charter.

3 Mill Project Fund - This fund is used to account for property taxes levied to be used for street
improvement projects.

The other governmental funds of the City account for grants and other resources whose use is
restricted for a particular purpose.

Proprietary Funds

Enterprise Funds - These funds are used to account for operations that are financed and operated
in a manner similar to private business enterprises - where the intent of the governing body is that
the costs (expenses, including depreciation) of providing goods or services to the general public
on a continuing basis be financed or recovered primarily through user charges. The enterprise
funds are accounted for on an "economic resources" measurement focus. This measurement
focus provides that all assets, liabilities, and deferred outflows/inflows of resources associated
with the operation of these funds are included on the balance sheet. The enterprise funds
operating statements present increases (i.e., revenues) and decreases (i.e., expenses) in net
position. The City’s only enterprise fund is:

Swimming Pool Fund — This fund is used to account for charges to residents to cover the cost of
operating the City’s swimming pool.

Fiduciary Funds - These funds are used to account for assets held by a governmental unit in a
trustee capacity or as an agent for individuals, private organizations, other governmental units,
and/or other funds. The City’s only fiduciary funds are agency funds. The agency funds are
custodial in nature (assets equal liabilities) and do not involve measurement of results of
operations.
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CITY OF CHEVIOT, OHIO

Notes to the Basic Financial Statements
For the Year Ended December 31, 2017

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

C. Basis of Presentation — Financial Statements

Government-wide Financial Statements — The statement of net position and the statement of
activities display information about the City as a whole. These statements include the financial
activities of the primary government, except for fiduciary funds. The statements distinguish
between those activities of the City that are governmental and those that are considered business-
type activities.

The government-wide statements are prepared using the economic resources measurement focus.
This is the same approach used in the preparation of the proprietary fund financial statements but
differs from the manner in which governmental fund financial statements are prepared.
Governmental fund financial statements therefore include a reconciliation with brief explanations
to better identify the relationship between the government-wide statements and the statements for
governmental funds.

The government-wide statement of activities presents a comparison between direct expenses and
program revenues for each segment of the business-type activities of the City and for each
function or program of the City’s governmental activities. Direct expenses are those that are
specifically associated with a service, program or department and therefore clearly identifiable to
a particular function. Program revenues include charges paid by the recipient of the goods or
services offered by the program and grants and contributions that are restricted to meeting the
operational or capital requirements of a particular program. Revenues which are not classified as
program revenues are presented as general revenues of the City, with certain limited exceptions.
The comparison of direct expenses with program revenues identifies the extent to which each
business segment or governmental function is self-financing or draws from the general revenues
of the City.

Fund Financial Statements — Fund financial statements report detailed information about the
City. The focus of governmental fund financial statements is on major funds rather than reporting
funds by type. Each major fund is presented in a separate column. Nonmajor funds are aggregated
and presented in a single column.

The accounting and financial reporting treatment applied to a fund is determined by its
measurement focus. All governmental fund types are accounted for using a flow of current
financial resources measurement focus. The financial statements for governmental funds are a
balance sheet, which generally includes only current assets, current liabilities, deferred
outflows/inflows of resources and a statement of revenues, expenditures and changes in fund
balances, which reports on the sources (i.e., revenues and other financing sources) and uses (i.e.,
expenditures and other financing uses) of current financial resources.

All proprietary fund types are accounted for on a flow of economic resources measurement focus.
With this measurement focus, all assets, liabilities, and deferred outflows/inflows of resources
associated with the operation of these funds are included on the statement of net position. The
statement of changes in fund net position presents increases (i.e., revenues) and decreases (i.e.,
expenses) in net position. The statement of cash flows provides information about how the City
finances and meets the cash flow needs of its proprietary activities.
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CITY OF CHEVIOT, OHIO

Notes to the Basic Financial Statements
For the Year Ended December 31, 2017

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

D. Basis of Accounting

Basis of accounting represents the methodology utilized in the recognition of revenues and
expenditures or expenses in the accounts and reported in the financial statements and relates to
the timing of the measurements made. The accounting and reporting treatment applied to a fund
is determined by its measurement focus.

The modified accrual basis of accounting is followed by the governmental funds. Under the
modified accrual basis of accounting, revenues are recorded when susceptible to accrual, i.e., both
measurable and available. The term "available" means collectible within the current period or
soon enough thereafter to be used to pay liabilities of the current period, which for the City is
considered to be 60 days after year end. Expenditures are recognized in the accounting period in
which the fund liability is incurred, if measurable, except for unmatured interest on general
long-term debt which is recognized when due.

Non-exchange transactions, in which the City receives value without directly giving equal value
in return, include income taxes, property taxes, grants, entitlements and donations. Revenue from
income taxes is recognized in the period in which the income is earned and is available. Revenue
from grants, entitlements and donations is recognized in the fiscal year in which all eligibility
requirements have been satisfied and the revenue is available. Eligibility requirements include
timing requirements, which specify the year when the resources are required to be used or the
year when use is first permitted, matching requirements, in which the City must provide local
resources to be used for a specific purpose, and expenditure requirements, in which the resources
are provided to the City on a reimbursement basis. Revenue considered susceptible to accrual at
year end includes income taxes, interest on investments, loans and state levied locally shared
taxes (including motor vehicle license fees and local government assistance). Other revenue,
including licenses, permits, certain charges for services, and miscellaneous revenues, is recorded
as revenue when received in cash because generally this revenue is not measurable until received.

Special assessment installments including related accrued interest, which are measurable but not
available at December 31, are recorded as deferred inflows of resources. Property taxes
measurable as of December 31, 2017 but which are not intended to finance 2017 operations and
delinquent property taxes, whose availability is indeterminate, are recorded as deferred inflows of
resources. Property taxes are further described in Note 5.

The accrual basis of accounting is utilized for reporting purposes by the government wide

financial statements, proprietary fund and fiduciary funds. Revenues are recognized when they
are earned and expenses are recognized when they are incurred.
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CITY OF CHEVIOT, OHIO

Notes to the Basic Financial Statements
For the Year Ended December 31, 2017

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

E. Budgetary Process

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 tax budget, the certificate of estimated resources and the appropriation
ordinance, all of which are prepared on the budgetary basis of accounting. The certificate of
estimated resources and the appropriation ordinance are subject to amendment throughout the
year. All funds other than agency funds are legally required to be budgeted and appropriated;
however, only governmental funds are required to be reported. The legal level of budgetary
control is at the major object level within each department and fund. Budgetary modifications
may only be made by ordinance or resolution of the City Council.

1. Tax Budget

The Mayor submits an annual tax budget for the following fiscal year to City Council by July 15
for consideration and passage. The adopted budget 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.

2. Estimated Resources

Prior to October 1, the City accepts, by formal resolution, the tax rates, as determined by the
County Budget Commission, and receives the Commission’s certificate of estimated resources,
which states the projected revenue of each fund. Prior to December 31, the City must revise its
budget so that the total contemplated expenditures from any fund during the ensuing fiscal year
do not exceed the amount available as stated in the certificate of estimated resources. The revised
budget then serves as the basis for the annual appropriations measure. On or about January 1, the
certificate of estimated resources is amended to include any unencumbered fund balances from
the preceding year. The certificate may be further amended during the year if a new source of
revenue is identified or if actual receipts exceed current estimates. The amounts reported on the
budgetary statement reflect the amounts in the first and final amended official certificate of
estimated resources issued during 2017.
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

E. Budgetary Process (Continued)

3. Appropriations

A temporary appropriation ordinance to control expenditures may be passed on or about January
1 of each year for the period January 1 through March 31. An annual appropriation ordinance
must be passed by April 1 of each year for the period January 1 through December 31. Total fund
appropriations may not exceed the current estimated resources as certified by the County Budget
Commission. The budgetary figures which appear in the Statement of Revenues, Expenditures,
and Changes in Fund Balances--Budget and Actual Non-GAAP Budgetary Basis for the General
Fund is provided on the budgetary basis to provide a comparison of actual results to the final
budget, including all amendments and modifications.

4. Encumbrances

As part of formal budgetary control, purchase orders, contracts and other commitments for
expenditures are encumbered and recorded as the equivalent of expenditures (budget basis) in
order to reserve that portion of the applicable appropriation and to determine and maintain legal
compliance. However, on the GAAP basis of accounting, encumbrances do not constitute
expenditures or liabilities.

5. Lapsing of Appropriations

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 subsequent fiscal year and need
not be reappropriated.

6. Budgetary Basis of Accounting

The City's budgetary process accounts for the City’s transactions on a basis other than generally
accepted accounting principles (GAAP). The major differences between the budgetary basis and
the GAAP basis lie in the manner in which revenues and expenditures are recorded. Under the
budgetary basis, revenues and expenditures are recognized on the cash basis. Utilizing the cash
basis, revenues are recorded when received in cash and expenditures when paid. Under the
GAAP basis, revenues and expenditures are recorded on the modified accrual basis of accounting.
Encumbrances are recorded as the equivalent of expenditures on a budgetary basis.
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

E. Budgetary Process (Continued)

6. Budgetary Basis of Accounting (Continued)

The following table summarizes the adjustments necessary to reconcile the GAAP basis
statements to the budgetary basis statements for the General Fund:

Net Change in Fund Balance

General
Fund

GAAP Basis (as reported) ($135,296)

Increase (Decrease):
Accrued Revenues at

December 31, 2017

received during 2018 (340,262)
Accrued Revenues at

December 31, 2016

received during 2017 430,609
Accrued Expenditures at

December 31, 2017

paid during 2018 155,597
Accrued Expenditures at

December 31, 2016

paid during 2017 (173,936)
2016 Prepaids for 2017 20,398
2017 Prepaids for 2018 (21,482)
Outstanding Encumbrances (111,689)
Budget Basis ($176,061)

F. Cash and Cash Equivalents

Cash and cash equivalents include amounts in demand deposits and investments with original
maturities of three months or less.

The City pools a majority of its cash for investment and resource management purposes, while
maintaining some segregated funds. FEach fund's equity in pooled cash and investments
represents the balance on hand as if each fund maintains its own cash and investment account.
For purposes of the statement of cash flows, the proprietary funds consider all highly liquid
investments (including restricted assets) with a maturity of three months or less when purchased
to be cash equivalents. Cash and cash equivalents that are held separately for the Mayor’s court
and Bail Bond Account are not held by the City Treasurer and are recorded on the financial
statements as “Cash and Cash Equivalents in Segregated Accounts.” See Note 4, "Cash, Cash
Equivalents and Investments."
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

G. Inventory

On the government-wide financial statements inventories are presented at cost on a first-in, first-
out basis and are expensed when used. Inventories of governmental funds are stated at cost. For
all funds, cost is determined on a first-in, first-out basis. The cost of inventory items is recorded
as an expenditure in the governmental funds when purchased.

H. Prepaid Items

Payments made to vendors for services that will benefit periods beyond December 31, 2017, are
recorded as prepaid items using the consumption method. A current asset for the prepaid amount
is recorded at the time of the purchase and an expenditure/expense is reported in the year in

which services are consumed.

I. Capital Assets and Depreciation

Capital assets are defined by the City as assets with an initial, individual cost of more than $650.

1. Property, Plant and Equipment - Governmental Activities

Governmental activities capital assets are those not directly related to the business type funds.
These generally are acquired or constructed for governmental activities and are recorded as
expenditures in the governmental funds and are capitalized at cost (or estimated historical cost for
assets not purchased in recent years). These assets are reported in the Governmental Activities
column of the Government-wide Statement of Net Position, but they are not reported in the Fund
Financial Statements.

Contributed capital assets are recorded at acquisition value at the date received. Capital assets
include land, buildings, building improvements, machinery, equipment and infrastructure.
Infrastructure is defined as long-lived capital assets that normally are stationary in nature and
normally can be preserved for a significant number of years. The City’s infrastructure consists of
streets. The City only reports infrastructure assets acquired after 2003 and does not plan to phase
in prior years’ amounts. Estimated historical costs for governmental activities capital asset values
were initially determined by identifying historical costs when such information was available. In
cases where information supporting original cost was 