




                                

City Council 
City of Euclid 
585 East 222nd Street
Euclid, OH 44123 

We have reviewed the Independent Auditor's Report of the City of Euclid, Cuyahoga County, 
prepared by Ciuni & Panichi, Inc., for the audit period January 1, 2002 through December 31, 
2002.  Based upon this review, we have accepted these reports in lieu of the audit required by 
Section 117.11, Revised Code.  The Auditor of State did not audit the accompanying financial 
statements and, accordingly, we are unable to express, and do not express an opinion on them. 

Our review was made in reference to the applicable sections of legislative criteria, as reflected by 
the Ohio Constitution, and the Revised Code, policies, procedures and guidelines of the Auditor of 
State, regulations and grant requirements.  The City of Euclid is responsible for compliance with 
these laws and regulations. 

BETTY MONTGOMERY 
Auditor of State 

July 10, 2003
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Creating economic value through
knowledge, innovation, commitment, and service

Report on Compliance and on Internal Control Over
Financial Reporting Based on an Audit of Financial Statements
Performed in Accordance with Government Auditing Standards

Members of the City Council of the
City of Euclid, Ohio 

We have audited the financial statements of the City of Euclid as of and for the year ended December 31, 2002,
and have issued our report thereon dated May 23, 2003.  We conducted our audit in accordance with auditing
standards generally accepted in the United States of America and the standards applicable to financial audits
contained in Government Auditing Standards, issued by the Comptroller General of the United States.

Compliance

As part of obtaining reasonable assurance about whether the City of Euclid’s financial statements are free of
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts, and grants, noncompliance with which could have a direct and material effect on the determination
of financial statement amounts.  However, providing an opinion on compliance with those provisions was not
an objective of our audit, and accordingly, we do not express such an opinion. The results of our tests disclosed
an instance of noncompliance that is required to be reported under Government Auditing Standards and which
is described in the accompanying schedule of findings as item 2002-03. We also noted certain immaterial
instances of noncompliance, which we have reported to management of the City of Euclid in a separate letter
dated May 23, 2003

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the City of Euclid’s internal control over financial
reporting in order to determine our auditing procedures for the purpose of expressing our opinion on the
financial statements and not to provide assurance on the internal control over financial reporting.  However, we
noted certain matters involving the internal control over financial reporting and its operation that we consider
to be reportable conditions.  Reportable conditions involve matters coming to our attention relating to
significant deficiencies in the design or operation of the internal control over financial reporting that, in our
judgment, could adversely affect the City of Euclid’s ability to record, process, summarize, and report financial
data consistent with the assertions of management in the financial statements.  Reportable conditions
are described in the accompanying schedule of findings as items 2002-01 and 2002-02.
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Members of the City Council of the
City of Euclid, Ohio 
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A material weakness is a condition in which the design or operation of one or more of the internal control
components does not reduce to a relatively low level the risk that misstatements in amounts that would be
material in relation to the financial statements being audited may occur and not be detected within a timely
period by employees in the normal course of performing their assigned functions.  Our consideration of the
internal control over financial reporting would not necessarily disclose all matters in the internal control that
might be reportable conditions and, accordingly, would not necessarily disclose all reportable conditions that
are also considered to be material weaknesses.  However, we believe that none of the reportable conditions
described above is a material weakness.

This report is intended solely for the information and use of the City Council, Finance Committee,
Management, Auditor of State’s Office, and federal awarding agencies and pass-through entities and is not
intended to be and should not be used by anyone other than these specified parties.

Cleveland, Ohio
May 23, 2003 



Creating economic value through
knowledge, innovation, commitment, and service

Report on Compliance with Requirements Applicable to
Each Major Program and on Internal Control Over

Compliance in Accordance with OMB Circular A-133

Members of the City Council of the
City of Euclid, Ohio 

Compliance

We have audited the compliance of the City of Euclid, with the types of compliance requirements described in
the U.S. Office of Management and Budget (OMB) Circular A-133 Compliance Supplement that are applicable
to each of its major federal programs for the year ended December 31, 2002.  The City of Euclid’s major
federal programs are identified in the summary of auditor’s results section of the accompanying schedule of
findings.  Compliance with the requirements of laws, regulations, contracts, and grants applicable to each of its
major federal programs is the responsibility of the City of Euclid’s management.  Our responsibility is to 
express an opinion on the City of Euclid’s compliance based on our audit.

We conducted our audit of compliance in accordance with auditing standards generally accepted in the United
States of America; the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States; and OMB Circular A-133, Audits of States, Local
Governments, and Non-Profit Organizations. Those standards and OMB Circular A-133 require that we plan
and perform the audit to obtain reasonable assurance about whether noncompliance with the types of
compliance requirements referred to above that could have a direct and material effect on a major federal
program occurred.  An audit includes examining, on a test basis, evidence about the City of Euclid’s
compliance with those requirements and performing such other procedures as we considered necessary in the
circumstances.  We believe that our audit provides a reasonable basis for our opinion. Our audit does not
provide a legal determination of the City of Euclid’s compliance with those requirements.

In our opinion, the City of Euclid complied, in all material respects, with the requirements referred to above
that are applicable to each of its major federal programs for the year ended December 31, 2002.
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Members of the City council of the
City of Euclid, Ohio 

Internal Control Over Compliance

The management of the City of Euclid is responsible for establishing and maintaining effective internal control
over compliance with the requirements of laws, regulations, contracts, and grants applicable to federal
programs. In planning and performing our audit, we considered the City of Euclid’s internal control over
compliance with requirements that could have a direct and material effect on a major federal program in order
to determine our auditing procedures for the purpose of expressing our opinion on compliance and to test and 
report on the internal control over compliance in accordance with OMB Circular A-133.

Our consideration of the internal control over compliance would not necessarily disclose all matters in the
internal control that might be material weaknesses.  A material weakness is a condition in which the design or 
operation of one or more of the internal control components does not reduce to a relatively low level the risk
that noncompliance with applicable requirements of laws, regulations, contracts, and grants that would be
material in relation to a major federal program being audited may occur and not be detected within a timely
period by employees in the normal course of performing their assigned functions. We noted no matters
involving the internal control over compliance and its operation that we consider to be material weaknesses.

Schedule of Expenditures of Federal Awards

We have audited the general-purpose financial statements of the City of Euclid as of and for the year ended
December 31, 2002, and have issued our report there dated May 23, 2003.  Our audit was performed for the
purpose of forming an opinion on the general-purpose financial statements taken as a whole.  The
accompanying schedule of expenditures of federal awards is presented for purposes of additional analysis as
required by OMB Circular A-133 and is not a required part of the general-purpose financial statements.  Such
information has been subjected to the auditing procedures applied in the audit of the general-purpose financial
statements and, in our opinion, is fairly stated, in all material respects, in relation to the general-purpose
financial statements taken as a whole.

This report is intended solely for the information and use of the City Council, Finance Committee,
Management, Auditor of State’s Office, and federal awarding agencies and pass-through entities and is not
intended to be and should not be used by anyone other than these specified parties.

Cleveland, Ohio
May 23, 2003 
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CITY OF EUCLID, OHIO

NOTES TO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS 

FOR THE YEAR ENDED DECEMBER 31, 2002 

6

NOTE 1 - BASIS OF PRESENTATION

The accompanying Schedule of Expenditures of Federal Awards includes the federal grant activity of the City 
of Euclid, Ohio and is presented on the cash basis of accounting.  The information in this schedule is 
presented in accordance with the requirements of OMB Circular A-133, Audits of States, Local Governments, 
and Non-Profit Organizations.  Therefore, some amounts presented in this schedule may differ from amounts 
presented in, or used in the preparation of, the general-purpose financial statements. 

NOTE 2 - SUBRECIPIENTS

Of the federal expenditures presented in the schedule, the City of Euclid provided federal awards to 
subrecipients as follows: 

 Federal     Amount  
  CFDA    Provided to 

Program Title Number  Subrecipients

Community Development Block Grant 
 Entitlement Grants  14.218 $  32,661 



CITY OF EUCLID, OHIO

SCHEDULE OF FINDINGS 
OMB CIRCULAR A-133, SECTION .505 

DECEMBER 31, 2002 
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1.  SUMMARY OF AUDITOR’S RESULTS 

(d)(I)(I) Type of Financial Statement Opinion Unqualified 

(d)(I)(ii) Were there any material control weakness conditions 
reported at the financial statement level (GAGAS)? 

No

(d)(I)(ii) Were there any other reportable control weakness 
conditions reported at the financial statement level 
(GAGAS)? 

Yes 

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

Yes 

(d)(I)(iv) Were there any material internal control weakness 
conditions reported for major federal programs? 

No

(d)(I) (iv) Were there any other reportable internal control weakness 
conditions reported for major federal programs? 

No

(d)(I) (v) Type of Major Programs’ Compliance Opinion Unqualified 

(d)(I)(vi) Are there any reportable findings under Section .501? No

(d)(I)(vii) Major Programs Community Development  
Block Grant 
CFDA No. 14.218 

(d)(I)(viii) Dollar Threshold: Type A/B Programs Type A:>$300,000 
Type B:>All Others 

(d)(I)(ix) Low Risk Auditee? Yes 

2.  FINDINGS RELATED TO THE FINANCIAL STATEMENTS REQUIRED  
TO BE REPORTED IN ACCORDANCE WITH GAGAS 

2002-01 Fixed Asset Recordkeeping

 Although formal procedures to ensure the proper maintenance of fixed asset records do exist, 
fixed asset additions and disposals are not being recorded on a timely basis.  This could result 
in the City reporting an overstated or understated fixed asset balance. 

 We understand that the City has implemented a new fixed asset system and obtained 
additional staff to aid in fixed asset maintenance.  We recommend that the City ensure this 
system and staff member facilitate reliable and timely fixed asset reporting. 



CITY OF EUCLID, OHIO

SCHEDULE OF FINDINGS 
OMB CIRCULAR A-133, SECTION .505 

DECEMBER 31, 2002 
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2.  FINDINGS RELATED TO THE FINANCIAL STATEMENTS REQUIRED  
TO BE REPORTED IN ACCORDANCE WITH GAGAS (CONTINUED) 

2002-02 Fixed Assets Detail Report

 During our audit, we noted that a comprehensive fixed asset detail list for governmental fixed 
assets does not exist.  The lack of a detail listing could result in an overstatement or 
understatement of total assets.  Due to the fact that original costs are unknown at the time of 
disposal, an estimated cost must be calculated. 

 We recommend that the City establish a comprehensive fixed asset list for the governmental 
fixed assets.  This would eliminate the necessity to estimate the cost of fixed assets at the 
time of disposal. 

2002-03 Issuance of Purchase Orders

 Per ORC Section 5705.41(D), no orders or contracts involving the expenditure of money are 
to be made unless there is attached a certificate of the fiscal officer that the amount required 
for the order or contract has been lawfully appropriated and is in the treasury or in the process 
of collection to the credit of an appropriate fund free from any previous encumbrances. 

 During our review of expenditures, Ciuni & Panichi, Inc. noted instances where purchase 
orders were issued after the City received the invoice. 

3.  FINDINGS FOR FEDERAL AWARDS 

There were no findings or questioned costs for federal awards to report in 2002. 



CITY OF EUCLID, OHIO

SCHEDULE OF PRIOR AUDIT FINDINGS 
OMB CIRCULAR A-133, SECTION .315(b) 

DECEMBER 31, 2002 
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Finding 
No.

Finding 
Summary 

Fully 
Corrected? Explanation 

2001-01 Fixed Asset Recordkeeping No The City has purchased governmental fixed 
asset management system software but has 
not yet entered into it the data from their 
independent appraisal. 

2001-02 Fixed Asset Detail Report No A fixed asset detail report should be 
available after the City has input the data 
into their new fixed asset system (referred to 
in 2000-01 above). 

2001-03 Issuance of Purchase Orders No The City was in non-compliance again in 
2002.



CITY OF EUCLID

585 EAST 222nd STREET
EUCLID, OHIO  44123

(216) 289-2700 

RESPONSE TO FINDINGS ASSOCIATED WITH AUDIT CONDUCTED
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

FOR THE YEAR ENDED DECEMBER 31, 2002 

Finding
Number

Planned
Corrective

Action

Anticipated
Completion

Date

Responsible
Contact
Person

2002-01 A Fixed Asset module within the City’s financial
management system was made available to a
member of the Finance Department responsible for
the fixed asset recordkeeping. In addition, the City
has recently purchased a governmental fixed asset
management system software program. This
system will allow for better recordkeeping and
reporting of the City’s fixed assets.  All fixed assets
recorded during the independent appraisal
completed at December 31, 1994 will be loaded
into this new system.  Additions and disposals of
fixed assets subsequent to December 31, 1994 will
also be incorporated into this new system.

December 31, 2003 Richard T. Balazs,
Finance Director

2002-02 A more complete fixed asset detail report will be
available as the fixed asset management system
mentioned in  Finding 2002-01 is implemented.

December 31, 2003 Richard T. Balazs,
Finance Director

2002-03 The City will monitor expenditures to ensure that
they have been properly encumbered.

December 31, 2003 Richard T. Balazs,
Finance Director
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88 East Broad Street
P.O. Box 1140
Columbus, Ohio  43216-1140

Telephone 614-466-4514
800-282-0370

Facsimile  614-466-4490

CITY OF EUCLID

CUYAHOGA COUNTY

CLERK'S CERTIFICATION
This is a true and correct copy of the report which is required to be filed in the Office
of the Auditor of State pursuant to Section 117.26, Revised Code, and which is filed
in Columbus, Ohio.

CLERK OF THE BUREAU

CERTIFIED
AUGUST 5, 2003
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