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CANTON CITY AUDITOR

City Hall, Canton, Ohio 44702
Phone: (330) 489-3226

June 13, 2003

To Council Members and Citizens of the City of Canton

The Comprehensive Annual Financial Report (CAFR) of the City of Canton as of December 31, 2002 is
hereby submitted. This letter and the following report represent the City’s continuing commitment to
excellence in financial reporting. The purpose of this letter is to acquaint the reader with the CAFR.
Responsibility for both the accuracy of the data, the completeness and fairness of the presentation,
including all disclosures, rests with the City. To the best of our knowledge and belief, the enclosed data
is accurate in all material respects and is reported in a manner designed to present fairly the City’s
financial position and results of operations. All disclosures necessary to enable the reader to gain an
understanding of the City’s financial activities have been included.

The CAFR is presented in three sections: introductory, financial and statistical. The introductory section
includes this transmittal letter, a list of City officials, the City’s organizational chart and the Certificate of
Achievement. The financial section includes under the New Governmental Accounting Standard Board
Statement No. 34, Independent Accountants’ Report, the Management Discussion and Analysis, the Basic
Financial Statements including corresponding Notes, the Combining Statements for Non-major Funds and
other relevant supplemental financial statements and schedules for 2002. The statistical section includes
selected financial and demographic information, generally presented on a multi year basis.

City Organization and Background The City is located in and is the County Seat of Stark County in
northeastern Ohio, approximately 58 miles southeast of Cleveland, 23 miles south of Akron, and 94 miles
west of Pittsburgh, Pennsylvania. It was incorporated as a village in 1828, and became a city in 1854.

The City’s 2000 population of 80,806 placed it as the largest city in the County and the ninth largest in
the State.

The City operates under and is governed by the mayor-council form of government. The City operates as
a Statutory Municipal Corporation as defined by the Ohio Revised Code.

The City’s legislative authority is vested in a twelve-member Council of whom three are elected at-large
and nine are elected from their respective ward, for a term of two years. The presiding officer is the
President of Council, who is elected at-large by the voters for a two-year term. The President of Council
is called upon to vote on legislation in order to break a tie vote. The Council affixes compensation of
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City officials and employees, and enacts ordinances and resolutions relating to City services, tax levies,
appropriating and borrowing money, licensing and regulating business and trades, and other municipal
purposes. The Council affirms, by resolution, the individuals appointed by the Mayor to serve on the
various boards and commissions for the City. The City’s chief executive and administrative officer is the
Mayor, who is elected by the voters specifically to that office for a four-year term. The other elected
officials are the City Auditor, the City Treasurer and the Law Director, each elected to a four-year term.

The Mayor appoints the directors of City departments other than the Income Tax Department. The major
officials appointed by the Mayor are the Directors of Public Service, Public Safety, Management and
Budget, the Fire Chief, the Police Chief and the City Engineer. The Mayor also appoints members to a
number of boards and commissions, and appoints and removes, in accordance with civil service
requirements, all appointed officers and employees, except Council officers and employees. The City
Treasurer appoints the Director of Income Tax who serves at his pleasure.

The Mayor may veto any legislation passed by Council. A veto may be overridden by a two-thirds vote
of all members of Council.

Appointed and elected officials, except the members of Council, serve full-time.
City Services

General Government Functions: The City provides police protection, fire fighting and prevention, street
maintenance and repairs, building inspection, parks and recreation. Funding for these operations is
derived primarily from taxes in addition to small amounts of revenue generated from user fees. These
operations could not be sustained without a steady flow of tax revenue.

Proprietary Operations: The City operates a Water, Sewer and Refuse Departments. The revenue
generated from these business type activities is sufficient to meet all expenses associated with these
departments.

Reporting Entity

The City has reviewed its reporting entity definition in order to ensure conformance with the
Governmental Accounting Standards Board Statement No. 14 “The Financial Reporting Entity.” In
defining the City for financial reporting purposes, management has identified all agencies, departments
and organizations making up the City of Canton the primary government and its potential component
units. The City will present the Canton Community Improvement Corporation (CCIC) as a discretely
presented component unit for the year 2002.

Neither the Canton City School District nor the Plain Local School District has been included in the
accompanying financial statements. These districts serve the citizens of Canton; however, the board is
not appointed by the City, nor is it fiscally dependent on the City.

The City is associated with the Stark Area Regional Transit Authority, the Stark Council of Governments
and the Stark County Regional Planning Commission as jointly governed organizations. Canton
Tomorrow, Inc. and the Downtown Canton Special Improvement District are disclosed as joint ventures
and the Joint Recreation District as a related organization.



Economic Condition and Outlook

Six commercial banks and savings and loan associations are located in the City. One daily newspaper
serves the City. The City is within the broadcast area of eight television stations and thirty AM and FM
radio stations. Warner Cable provides seventy-one channel cable TV services.

The City is home to a number of steel industrial manufacturers and suppliers. The City has benefited
from the consistent financial success of the Timken Company. The City continues to benefit from the
diversity of its business base including: Nationwide Insurance, M K Morse Company, Fresh Mark Food
Distributor, Ironrock Capital Incorporated, Phoenix Packaging Corporation and Detroit Diesel to name a
few. The continued success of these companies and others is essential in order to create a climate for
financial stability.

The City experienced a significant decline in revenue as a result of significant businesses closing within
the City and the surrounding community. The economic downturn that has affected the entire nation’s
economy continues to be a concern for the citizens of Canton and its elected leaders. The economic
future appears volatile in the immediate future. The City must commit substantial resources to both
attract and retain businesses in order to sustain the stable and growing financial stability the City has
experienced in the past.

The Canton City School District has embarked on a $176 million Design for the Future program. Under
this five to seven-year program, the School District will replace nine elementary schools and one middle
school, provide major additions and renovations to McKinley High School and renovate every other
school in the School District. Approximately three-quarters of the entire program costs will be funded by
more than $129 million of direct State aid, with the remainder funded by approximately $46.7 million of
voter-approved debt and additional funds. In conjunction with the program, School District officials have
announced the development of a $35 million Timken Regional Campus. The Campus will encompass a
ten-block area and be completed in three to five years. The Timken Foundation has provided a $10
million grant for the project. The Campus will offer Stark State College of Technology courses, an
Automotive and Manufacturing Academy and the Timken Academic and Fine Performing Arts Academy.
The City expects these major public works to dramatically improve the condition of the School District’s
facilities while providing major employment opportunities in the area for the next five to seven years.

Malone College, a private four-year college, is located in the City. Mount Union College and Walsh
University, private four-year schools, Stark State College of Technology, a public two-year school, and a
branch of Kent State University and Ashland University also are located in the County. Within
commuting distance are several public and private two-year and four-year colleges and universities,
including Kent State University in Kent and a branch of Kent State University in Tuscarawas County,
Cleveland State University, Cuyahoga Community College, John Carroll University, Baldwin-Wallace
College and Case Western Reserve University in the Cleveland metropolitan area, the University of
Akron in Akron, the College of Wooster in Wooster, Hiram College in Hiram, Youngstown State
University in Youngstown, and Lake College and Lakeland Community College in Lake County.

The City is served by two acute care hospitals located in the City: Aultman Hospital (682 beds) and
Mercy Medical Center (523 beds), and three additional acute care hospitals located in the County:
Doctors Hospital of Stark County (183 beds), Alliance Community Hospital (166 beds) and Massillon
Community Hospital (268 beds). Massillon Psychiatric Center, a 157-bed public adult psychiatric
hospital operated by the State, is also located in the County. In 2002 Aultman Hospital unveiled a $98
million dollar expansion plan. This expansion is slated to begin in June of 2003 and take 3 years to
complete. Aultman Hospital has expanded its operations consistently over the past ten years. Aultman
Hospital continues to play a pivotal role in the financial stability of the City of Canton.
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The Canton Park System maintains 59 parks and covers approximately 700 acres. The City’s cultural
assets include the Canton Art Institute, the Symphony Orchestra Association, the Canton Civic Opera
Association and the Players Guild, all of which are housed in the Cultural Center (Center) for the Arts and
host a variety of exhibits, musical and dramatic performances and other cultural events each year. The
Center, a gift of the Timken Foundation, is a building complex located on 8-1/2 acres in the center of the
City, which cost $13,000,000 to build in 1971. Adjacent to the center is the City-owned auditorium, an
air-conditioned arena-type facility with a seating capacity of 6,000. The Cultural Center and the
auditorium accommodate conventions. The City’s greater metropolitan area has approximately 37 hotels
and motels with over 1,950 rooms.

The City is also the home of the National Professional Football Hall of Fame, which attracts more than
200,000 visitors annually. A $9.2 million renovation and expansion of the facility was completed in
September 1995, increasing the size of the facility from 51,000 square feet to 83,000 square feet and
adding state-of-the-art video and theatre facilities. In addition, the City constructed and owns the 5,700-
seat Thurman Munson Memorial Stadium.

The City is an industrial rail center served by the Norfolk & Southern Railway Company, Conrail, the
Wheeling and Lake Erie Railway Company and CSX. 147 motor freight truck lines and local cartage
haulers serve the Canton-Massillon MSA. Rail passenger service is available through the Cities of Akron
and Alliance by Amtrak. Greyhound and other independent bus lines provide passenger transportation.

The Stark Area Regional Transit Authority (SARTA), a separate political subdivision, provides daily
public transportation in and around the City. County electors approved an increase in the County sales
tax of .25 percent for a period of 5 years at the May 1997 primary election for the benefit of the SARTA.
The Citizen’s renewed this commitment in April 2002. The approval of the sales tax increase is expected
to enable SARTA to expand service throughout the County and to increase the frequency of service.
Historically, SARTA’s service was limited to daily public transportation in the City and to the Belden
Village Mall in Jackson Township and provision of service on a contractual basis to the Canton City
School District and certain surrounding cities and villages. In addition to the sales tax, SARTA
operations are supported in part from payments for contract services and State and Federal operating
grants.

Interstate 77 (north-south) and two U.S. highways (U.S. 30 and 62) serve the City. The City is served by
four state routes (S.R. 800, 43, 153 and 687).

The Akron-Canton Regional Airport, a cooperative effort of Stark County and Summit County (in and for
which the City does not have any financial interest or legal obligations), has an operational area of 2,700
acres, most of which is located in Summit County, directly north of and adjacent to Stark County, on
Interstate 77. The Airport is served by seven commercial airlines and provides passenger and cargo
transport facilities. Airport usage has fluctuated from year to year, sometimes significantly, with changes
in the airline industry. The number of passengers using the Airport in 1999 was approximately 745,885,
an increase of 42 percent from 1996, after having been as high as 779,479 in 1987. In February 1996,
AirTran Airways began offering low-cost, nonstop flights from the Airport to Orlando, Florida. Airport
officials believe the addition of the AirTran flights provides sustainable growth in passenger service. The
Airport’s master plan, which establishes a schedule of financial and construction priorities based on
projected demand, provides for $56.5 million of capital improvements from 1995 to 2015. The Airport
has completed more than $12 million of terminal, runway and taxiway improvements under the master
plan. The Airport recently completed a $1 million renovation and expansion of the terminal area to
enlarge waiting areas and provide improved support facilities for business travelers. The Airport
achieved its 1999 goal of providing one new airline and one new destination; the Airport now offers the
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services of Atlantic Coast Airlines and provides additional service to Washington D.C. The Airport
completed plans for an $11 million Runway Expansion Project in June 2001. The Airport anticipated a 5
to 10 percent growth each year over the next 5 years. The effects of September 11, 2001 have slowed the
rate of anticipated growth; however, the Airport continues to experience steady and consistent growth.
The Airport experienced steady growth in 2002 and exceeded expectations by increased usage of by 11%.

MAJOR INITIATIVES
In recent years, the City has annexed 403.7 acres and continues to explore further annexation options.

A Downtown Special Improvement District (District) was formed in the City’s central business area in
1997 by petition of a majority of the property owners. In March 1997, Canton City Council approved the
petition and the District’s articles of incorporation and initial services plan. The District has the authority
to assess property owners for the cost of public services and improvements that specifically benefit
properties and the District.

A Community Reinvestment Area (CRA2) was established in September 1999 for the District which
provides 100 percent abatement on the increased value of all qualifying, restoration and construction for
the first 5 years and a 20 percent reduction per year over the remaining 5 year period. The construction
must be over $50,000 for commercial projects and $5,000 for residential projects to qualify.

The City established a Fagade Grant Program of $700,000 through the Canton Preservation Society (CPS)
to award fagade improvement grants, not to exceed $50,000 per grant, to businesses in the District. The
grant monies must be used to improve the building’s exterior. There are nineteen applications in various
stages of the process.

The Canton Preservation Society, Canton Tomorrow and the Canton Chamber of Commerce selected
Royal Estate Management to design, own, build and operate a new office building known as The
Millennium Building, located in the 200 block of Market Avenue North. The 3 story, 72,000 square foot
office building is estimated to cost $8.8 million. Construction on the exterior was completed as well as
the majority of the interior by December 2000. The Canton Chamber of Commerce moved into The
Millennium Building on December 15, 2000.

The City began construction in August 1998 on the Market Avenue Streetscape and Ice Rink Project from
Second Street South to Sixth Street North. The project was completed in early 2000. The project
includes all new infrastructure and streetscape. The streetscape combined brick paving, decorative
lighting, planting, fountains, statues and flags. This project included the Central Plaza and sidewalk
areas. The project cost was approximately $8.3 million. A new ice rink was constructed at a cost of
$750,000 to replace the facility located on Market Avenue. Funding for the project included an Ohio
State Infrastructure Bank Loan in the amount of $1.2 million, an Ohio Public Works Commission grant of
$951,480, $550,000 City CDBG funds and $4.6 million of general obligation debt issued by the City of
Canton.

The City acquired an additional surface parking lot adjacent to City Hall in an attempt to continue its
ongoing effort to provide adequate affordable parking in the downtown area. This acquisition is in
addition to the 4 separate downtown parcels of land presently utilized as surface parking lots. Three of
the parcels will continue as surface parking lots pending future development. The 4th parcel was utilized
to construct the Millennium Parking Deck structure providing 404 parking spaces. The $5.2 million
parking deck began operations in July 2000. The project was funded by a $750,000 State of Ohio Grant,
a $2 million construction loan from the State of Ohio, a $400,000 Urban Redevelopment Loan and grant,
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$970,800 of City CDBG funds, and $1,171,923 of other City funds provided by the issuance of general
obligation debt.

The City Engineering Department oversees all stages of street and sewer improvement projects. During
2002, the City received $417,300 grants from the Ohio Public Works Commission for the 4™ St. N.E.
Improvement, and $2,160,914 for the 12"/13"™ St. N.W. Connector, a joint project with Stark County.
Engineering is being finalized for the Harvard Ave. N.W. Street Improvement, which has received
$609,530 in OPWC funds. ODOT has granted Transportation Enhancement Funds in the amount of
$250,000 for the Mahoning Rd. N.E. Trail Enhancement Project, which was completed in the spring of
2002. The City was awarded $239,184 of County Municipal Road Funds for various street improvement
projects.  Engineering projects in the planning and development phase include: Tuscarawas St.
Improvement, Guilford Ave. NW Bridge Replacement, Fulton Road/Monument Park Intersection and the
4™ St. NW/Shorb Ave. NW Improvement in conjunction with the Canton City Schools Timken Campus
expansion program.

The Engineering Department, in conjunction with Plain Township, administered an Ohio Public Works
Commission grant in the amount of $479,120 for the 26" St., Rohn Ave. and Midway Ave. N.E. Storm
Sewer Project. Engineering is being finalized for the Harmont Ave. N.E. Lift Station, which has received
a construction loan from the OPWC in the amount of $107,900. ODOT’s Whipple Ave. S.W. Trunk
Storm Sewer project is being completed from U.S. 30 to 7™ St. S.W. at a cost of $2,055,000. The City’s
portion of the costs for this improvement is $462,700. In addition, the City is in the final phase of the
J&L Steel Sewer Line Project. The $1,654,523 project was funded with $995,000 from the EDA,
$400,000 from ODOD, and the balance from OWDA loans.

Financial Information
Accounting Policies and Budgetary Control

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 appropriations ordinance: all are prepared on the
budgetary basis of accounting. The certificate of estimated resources and the appropriations ordinance
are subject to amendment throughout the year with the legal restriction that appropriations cannot exceed
estimated resources, as certified. All funds, other than the agency funds, are legally required to be
budgeted and appropriated. The legal level of budgetary control is at the department level. Any
budgetary modifications at this level may only be made by resolution of the City Council. Budgetary
control at the department level provides each department the flexibility necessary to move appropriations
among their respective expense account line items in order to meet expenses.

The City’s fully automated financial system also maintains budgetary control through its purchase
order/encumbrance feature. The purchase order, required before making purchases, creates the
encumbrance against the current budget. Purchase orders which result in an overrun of budget are not
released until additional appropriations are made available through Council ordinance. This procedure is
followed when money is available to allow an increase in appropriations. If no money is available, the
purchase request is canceled.

The City Auditor monitors all expenditures for accuracy, appropriateness and compliance. The City
Auditor monitors expenses to encumbrances to assure that each obligation incurred was entered into after
the appropriate Purchase Order was issued. The City Auditor will exercise his discretion to issue “then
and now certificates” for obligations incurred prior to obtaining a purchase order. This certificate is
authorized by the Ohio Revised Code for obligations not greater than one-thousand dollars. This
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certificate simply stated means: “then” meaning at the time the obligation was made and “now” meaning
as of the date of the certificate there was sufficient appropriations free from prior obligations necessary to
meet this obligation in question. The City Auditor requires an ordinance from Council authorizing a
“Moral Obligation”, for obligations incurred prior to obtaining a purchase order that exceeds this
authority.

The City Auditor continually monitors the encumbrances and expenditures against the budget
appropriations and against the County Auditor’s Certificate of Estimated Resources. Using the budget
prepared by the City the preceding July and including the carry over cash balances less carry over
encumbrances at year end, the County Auditor arrives at and issues the certificate of estimated resources
for the City. The City Auditor submits amendments to the certificate of estimated resources to the
County Auditor as he deems appropriate throughout the year. Ohio Law prohibits total fund
appropriations from exceeding the amounts by fund on the County Auditor’s Certificate.

Internal Accounting and Reporting Control

As part of its continuing commitment to excellence in financial reporting, the City utilizes a computerized
financial accounting and reporting system. Enhancements to the present internal accounting controls and
procedures are continually evaluated by the City Auditor. The City Auditor oversees the appropriateness
of internal control, develops procedures to enhance internal control and consults with outside auditors to
insure that the City remains at a sound financial level of operation.

The City has built internal accounting controls into its financial accounting, budgeting and reporting
system to provide reasonable, but not absolute, assurance regarding the safeguarding of assets against
loss resulting from unauthorized use or disposition; and the reliability of financial records for preparing
financial statements and maintaining accountability for assets. The internal accounting controls built into
the City’s system were developed using the concept of reasonable assurance. This concept recognizes
that the cost of a control should not exceed the benefits likely to be derived from its implementation, and
that the evaluation of costs and benefits should require estimates and judgments by management. We
believe that the City’s internal accounting controls adequately safeguard the City’s assets and provide
reasonable assurance of proper recording and reporting of financial transactions.

Debt Administration

The gross indebtedness of the City at the end of 2001 was $67,172,179. At the end of 2002, the gross
indebtedness of the City was $66,240,127. In 2002, the City did not issue notes or bonds. The City
received OWDA proceeds of $222,162, $527,219, $1,647,059, $1,418,956 and $774,229 to fund the
Water Pollution Odor Corrosion Project and the Norwood Hills, Plain Township, Perry Township and
Lake Local School water line extension project, respectively.

As of December 31, 2002, the City had $303,777 and $19,636,403 in outstanding OPWC and OWDA
loans, respectively. The City also had $18,570,000 outstanding in the enterprise funds and $22,580,000
for bonds payable in the governmental funds. The City had a legal claim and judgment outstanding of
$287,500. The City had $5,149,947 in long-term HUD, SIB and Urban Redevelopment Loans
outstanding as of December 31, 2002.

The City has maintained its “A+” rating although they call it A-2, it is the same as the former “A” from
Moody’s Investors Service, Inc. on general obligation bond issue. The general obligation indebtedness of
the City is subject to two statutory debt limitations referred to as the “direct debt limitation: (Section
133.05 ORC). The total principal amount of voted and unvoted nonexempt net indebtedness of the City
may not exceed 10.5 percent of its assessed value of real and personal property, and in addition, the net



principal amount of unvoted nonexempt debt may not exceed 5.5 percent of the same total assessed value.
The City’s overall legal debt margin was $79,618,690 and an unvoted debt margin of $30,961,468 as of
December 31, 2002.

Risk Management

The City participates in the Workers’ Compensation Retrospective Rating Plan. In the retrospective
rating plan, the City assumes a portion of the risk in return for a reduction in current premiums.

The City contracts with Wichert Insurance Services Agency, Inc. for commercial property coverage,
which has a $328,912,421 limit and a $100,000 deductible. The City also contracts with Leonard
Insurance Services Agency, Inc. for boiler and machinery coverage, which has a $1,000,000 limit and a
$2,500 deductible. The City contracts with Ohio Municipal League for automobile combined coverage,
which has a $5,000,000 limit and a $100,000 deductible. The City also contracts with the Ohio Municipal
League for general liability, including police professional and public official liability combined coverage
provision. This coverage has a $5,000,000 limit and a $100,000 deductible for bodily injury and property
damage, fire damage, employee benefit liability, and personal and advertising.

The City has elected to provide employees’ major medical, hospitalization, prescription, and dental/vision
coverage through a self-insured program. The City maintains a self-insurance internal service fund to
account for and finance its uninsured risks of loss in this program. The City purchases, stop-loss
coverage of $150,000 in aggregate per employee. The third party administrators, Aultcare and Klais &
Company, review all claims, which are then paid by the City. The advantage of the self-insurance
arrangement include, the City holding the reserves and earning interest on them as well as saving on
administrative costs. Control of the plans rests with the City.

Cash Management

At December 31, 2002, the City had $41.7 million in cash and investments. The allocation of these
investment resources is included in the graph on the following page.
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Allocation of City of Canton Investment Resources

$25,000

M Treasury Backed
Money Market

M Star Ohio

$6,955,095

B CDs

O Overnight Deposits

$19,372,394

$15,000,000

Awards

The Government Finance Officers Association of the United States and Canada (GFOA) awarded a
Certificate of Achievement for Excellence in Financial Reporting to the City of Canton for its
Comprehensive Annual Financial Report as of December 31, 2001. The Certificate of Achievement is the
highest form of recognition for excellence in state and local government.

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

Independent Audit

The financial records, books of accounts and transactions of the City of Canton, Ohio, for the year ending
December 31, 2002, have been audited by the Auditor of State Betty Montgomery’s Office. As stated in
the auditor’s report, the audit was conducted in accordance with Generally Accepted Government
Auditing Standards and included a financial compliance evaluation as well as a review of the internal
accounting controls. The Auditor’s opinion has been included in the report.
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Auditor of State
Betty Montgomery

INDEPENDENT ACCOUNTANTS’ REPORT

City of Canton

Stark County

218 Cleveland Avenue
Canton, Ohio 44702

To the City Council:

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, the discretely presented component unit, each major fund, and the aggregate remaining fund
information of the City of Canton, Stark County, Ohio, (the City) as of and for the year ended December 31,
2002, which collectively comprise the City's basic financial statements as listed in the table of contents.
These financial statements are the responsibility of the City's management. Our responsibility is to express
opinions on these financial statements based on our audit. We did not audit the financial statements of the
Canton Community Improvement Corporation. Other auditors audited those financial statements. They
have furnished their report thereon to us, and we base our opinion, insofar as it relates to the amounts
included for the Canton Community Improvement Corporation on the report of the other auditors.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States. Those standards require that we plan and perform
the audit to obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also includes assessing the accounting principles used
and significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audit and the report of the other auditors provide a reasonable basis for
our opinions.

In our opinion, based on our audit and the report of the other auditors, the financial statements referred to
above present fairly, in all material respects, the respective financial position of the governmental activities,
the business-type activities, the discretely presented component unit, each major fund, and the aggregate
remaining fund information of the City of Canton, Stark County, Ohio, as of December 31, 2002, and the
respective changes in financial position and cash flows, where applicable, and the respective budgetary
comparison for the General and Community and Economic Development Fund thereof for the year then
ended in conformity with accounting principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated June 13, 2003
on our consideration of the City's internal control over financial reporting and our tests of its compliance
with certain provisions of laws, regulations, contracts and grants. That report is an integral part of an audit
performed in accordance with Government Auditing Standards and should be read in conjunction with this
report in considering the results of our audit.

111 Second St., NW / Fourth Floor / Canton, OH 44702
Telephone: (330) 438-0617 (800) 443-9272 Fax: (330) 471-0001
www.auditor.state.oh.us
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Management's Discussion and Analysis is not a required part of the basic financial statements but is
supplementary information the Governmental Accounting Standards Board requires. We and the other
auditors have applied certain limited procedures, which consisted principally of inquiries of management
regarding the methods of measurement and presentation of the required supplementary information.
However, we did not audit the information and express no opinion on it.

We conducted our audit to form opinions on the financial statements that collectively comprise the City's
basic financial statements. The introductory section, combining nonmajor fund statements and schedules
and statistical tables are presented for additional analysis and are not a required part of the basic
financial statements. We and the other auditors subjected the combining nonmajor fund statements and
schedules to the auditing procedures applied in the audit of the basic financial statements. In our opinion,
based on our audit and the report of the other auditors, this information is fairly stated in all material
respects in relation to the basic financial statements taken as a whole. We and the other auditors did not
subject the introductory section and statistical tables to the auditing procedures applied in the audit of the
basic financial statements and, accordingly, we express no opinion on them.

ot hantqmcny

Betty Montgomery
Auditor of State

June 13, 2003





