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City Council 
City of Lorain 
200 West Erie Avenue, 6th Floor    
Lorain, Ohio  44052 
 
 
We have reviewed the Independent Auditors’ Report of the City of Lorain, Lorain County, 
prepared by Ciuni & Panichi, Inc., for the audit period January 1, 2008 through December 31, 
2008.  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 Lorain is responsible for compliance with 
these laws and regulations. 
 
 
 
 
 
 
 
 
Mary Taylor, CPA 
Auditor of State 
 
July 17, 2009  
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Independent Auditors’ Report 
 
 
Members of the City Council 
Lorain, Ohio 
 
 
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 the City of Lorain, Ohio (the 
“City”) as of and for the year ended December 31, 2008, which collectively comprise the City’s basic 
financial statements as listed in the table of contents. These financial statements are the responsibility of 
City’s management. Our responsibility is to express opinions on these financial statements based on our 
audit. 
 
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 misstatements.  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 the significant estimates 
made by management, as well as evaluating the overall financial statement presentation.  We believe that our 
audit provides a reasonable basis for our opinions. 
 
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, as of December 31, 2008, and the respective changes in 
financial position and cash flows, where applicable, thereof and the respective budgetary comparison for the 
General and Community Development Funds for the year then ended in conformity with accounting 
principles generally accepted in the United States of America. 
 
As described in Note 3, during the year ended December 31, 2008, the City implemented Governmental 
Accounting Standards Board (GASB) Statement No. 49, Accounting and Financial Reporting for Pollution 
Remediation Obligations and Statement No. 52, Land and Other Real Estate Held as Investments by 
Endowments. 
 
In accordance with Government Auditing Standards, we have also issued our report dated June 29, 2009 on 
our consideration of the City’s internal control over financial reporting and on our tests of its compliance 
with certain provisions of laws, regulations, contracts, and grants agreements and other matters.  The purpose 
of that report is to describe the scope of our testing of internal control over financial reporting and 
compliance and the results of that testing, and not to provide an opinion on the internal control over financial 
reporting or on compliance   That report is an integral part of an audit performed in accordance with 
Government Auditing Standards and should be considered in assessing the results of our audit. 
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Lorain, Ohio 
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The management’s discussion and analysis on pages 3 through 17 is not a required part of the basic financial 
statements but is supplementary information required by accounting principles generally accepted in the 
United States of America.  We 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. 
 
Our audit was conducted for the purpose of forming opinions on the financial statements that collectively 
comprise the City’s basic financial statements.  The introductory section, combining and individual nonmajor 
fund financial statements and schedules, and statistical section are presented for purposes of additional 
analysis and are not a required part of the basic financial statements.  The combining and individual 
nonmajor funds financial statements and schedules have been subjected to the auditing procedures applied in 
the audit of the basic financial statements and, in our opinion, are fairly stated in all material respects in 
relation to the basic financial statements taken as a whole.  The introductory and statistical sections have not 
been subjected to the auditing procedures applied in the audit of the basic financial statements and, 
accordingly, we express no opinion on them. 

 
 
 

 
Cleveland, Ohio 
June 29, 2009 
 
 



























































































































































































































































































































































 
 
 

City of Lorain, Ohio 
 

Single Audit Reports 
December 31, 2008 

 



City of Lorain, Ohio 
 
For The Year Ended December 31, 2008 
 
Table of Contents  
 
 

 

Title Page 
 
Report on Internal Control over Financial Reporting and on 
Compliance and Other Matters Based on an Audit of Financial 
Statements Performed in Accordance with Government Auditing 
Standards .................................................................................................................................................  1-2 
 
Report on Compliance with Requirements Applicable to Each 
Major Program and on Internal Control over Compliance in 
Accordance with OMB Circular A-133 ...................................................................................................  3-4 
 
Schedule of Expenditures of Federal Awards ..........................................................................................  5-6 
 
Notes to the Schedule of Expenditures of Federal Awards......................................................................  7 
 
Schedule of Findings 
OMB Circular A-133 Section .505 ..........................................................................................................  8-10 
 
Schedule of Prior Audit Findings 
OMB Circular A-133 Section .315(b)......................................................................................................  11 
 
Corrective Action Plan 
OMB Circular A-133 Section .315(c) ......................................................................................................  12 
 
 



 
 

 

 
Report on Internal Control over Financial Reporting and on  

Compliance and Other Matters Based on an Audit of Financial Statements  
Performed in Accordance with Government Auditing Standards 

 
 
Members of the City Council  
City of Lorain, Ohio 
 
 
We have audited the financial statements of the governmental activities, the business-type activities, each 
major fund, and the aggregate remaining fund information of the City of Lorain, Ohio (the “City”) as of and 
for the year ended December 31, 2008, which collectively comprise the City’s basic financial statements and 
have issued our report thereon dated June 29, 2009, wherein we noted the City adopted GASB Statement Nos. 
49 and 52.  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. 
 
Internal Control over Financial Reporting 
 
In planning and performing our audit, we considered the City’s internal control over financial reporting as a 
basis for designing our auditing procedures for the purpose of expressing our opinions on the financial 
statements, but not for the purpose of expressing an opinion on the effectiveness of the City’s internal control 
over financial reporting.  Accordingly, we do not express an opinion on the effectiveness of the City’s 
internal control over financial reporting. 
 
Our consideration of internal control over financial reporting was for the limited purpose described in the 
preceding paragraph and would not necessarily identify all deficiencies in internal control over financial 
reporting that might be significant deficiencies or material weaknesses.  However, as discussed below, we 
identified certain deficiencies in internal control over financial reporting that we consider to be significant 
deficiencies.   
 
A control deficiency exists when the design or operation of a control does not allow management or 
employees, in the normal course of performing their assigned functions, to prevent or detect misstatements 
on a timely basis.  A significant deficiency is a control deficiency, or combination of control deficiencies, 
that adversely affects the City’s ability to initiate, authorize, record, process, or report financial data reliably 
in accordance with generally accepted accounting principles such that there is more than a remote likelihood 
that a misstatement of the City’s financial statements that is more than inconsequential will not be prevented 
or detected by the City’s internal control.  We consider the following deficiency described in the 
accompanying schedule of findings and responses to be a significant deficiency in internal control over 
financial reporting: 2008-3. 
 
A material weakness is a significant deficiency, or combination of significant deficiencies, that results in 
more than a remote likelihood that a material misstatement of the financial statements will not be prevented 
or detected by the City’s internal control.     
 

 
 
 



Members of the City Council 
City of Lorain, Ohio 
 
 

2 

Our consideration of internal control over financial reporting was for the limited purpose described in the 
first paragraph of this section and would not necessarily identify all deficiencies in the internal control that 
might be significant deficiencies and, accordingly, would not necessarily disclose all significant deficiencies 
that are also considered to be material weaknesses.  However, we consider the significant deficiency 
described above to be a material weakness.  
 
Compliance and Other Matters 
 
As part of obtaining reasonable assurance about whether the City’s financial statements are free of material 
misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts, 
and grant agreements, 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 instances of noncompliance or other matters that are required to be reported 
under Government Auditing Standards and which are described in the accompanying schedule of findings as 
items 2008-1 and 2008-2.   
 
We noted certain matters that we have reported to management of the City in a separate letter dated June 29, 
2009. 
 
The City’s responses to the findings identified in our audit are described in the accompanying schedule of 
findings.  We did not audit the City’s responses and, accordingly, we express no opinion on them. 
 
This report is intended solely for the information and use of management, the finance committee, City 
Council, others within the entity, Auditor of States’ 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 
June 29, 2009 
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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 
City of Lorain, Ohio 
 
 
Compliance 
 
We have audited the compliance of the City of Lorain, Ohio (the “City”) with the types of compliance 
requirements described in the U.S. Office of Management and Budget (OMB) Circular A-133 Compliance 
Supplement that are applicable to each of its major federal programs for the year ended December 31, 2008.  
The City’s major federal programs are identified in the summary of auditors’ 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’s management.  Our 
responsibility is to express an opinion on the City’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’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 on the City’s compliance with those requirements. 
 
In our opinion, the City of Lorain 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, 2008. 
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Internal Control over Compliance 
 
The management of the City is responsible for establishing and maintaining effective internal control over 
compliance with the requirements of laws, regulations, contracts, and grants applicable to federal programs.  
In planning and performing our audit, we considered the City’s internal control over compliance with the 
requirements that could 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, but not for the purpose of 
expressing an opinion on the effectiveness of internal control over compliance.  Accordingly, we do not 
express an opinion on the effectiveness of the City’s internal control over compliance.  
 
A control deficiency in the entity’s internal control over compliance exists when the design or operation of a 
control does not allow management or employees, in the normal course of performing their assigned 
functions, to prevent or detect noncompliance with a type of compliance requirement of a federal program on 
a timely basis.  A significant deficiency is a control deficiency, or combination of control deficiencies, that 
adversely affects the City’s ability to administer a federal program such that there is more than a remote 
likelihood that noncompliance with a type of compliance requirement of a federal program that is more than 
inconsequential will not be prevented or detected by the City’s internal control.  
 
A material weakness is a significant deficiency, or combination of significant deficiencies, that results in 
more than a remote likelihood that material noncompliance with a type of compliance requirement of a 
federal program will not be prevented or detected by the City’s internal control.  
 
Our consideration of internal control over compliance was for the limited purpose described in the first 
paragraph of this section and would not necessarily identify all deficiencies in internal control that might be 
significant deficiencies or material weaknesses.  We did not identify any deficiencies in internal control over 
compliance that we consider to be material weaknesses, as defined above.  
 
Schedule of Expenditures of Federal Awards 
 
We have audited the financial statements of the governmental activities, the business-type activities, each 
major fund, and the aggregate remaining fund information of the City as of and for the year ended 
December 31, 2008, and have issued our report thereon dated June 29, 2009, wherein we noted the City of 
Lorain adopted GASB Statement Nos. 49 and 52, as disclosed in Note 3.  Our audit was performed for the 
purpose of forming opinions on the financial statements that collectively comprise the City’s basic financial 
statements.  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 basic financial 
statements.  Such information has been subjected to the auditing procedures applied in the audit of the basic 
financial statements and, in our opinion, is fairly stated, in all material respects, in relation to the basic 
financial statements taken as a whole. 
 
This report is intended solely for the information and use of management, City Council, finance committee, 
others within the entity, 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 
June 29, 2009 
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          Pass-Through    
          Agency         
           CFDA    Awarding         Federal        
Federal Program      Number           Number     Expenditures  
  
 U.S. Department of Housing 
  And Urban Development 
  Community Development Block Grant (CDBG) 
   Community Development Block Grant   14.218  $  2,223,383 
    
   Section 108 Program   14.248    75,862 
    Total CDBG       2,299,245 
 
  Economic Development Initiative 
   Special Project, Neighborhood Initiative    14.251 B-06-SP-OH-0782   44,029 
    
  HOME Investment Partnership Program   14.239    595,250 
     
    Total U.S. Department of Housing  
     and Urban Development       2,938,524 
 
 U.S. Department of Commerce 
  Public Works and Economic  
    Development Facilities    11.300    212,397 
  Economic Adjustment Assistance   11.307    2,420,070 
  Passed-through Ohio Department of Natural  
   Resources: 
    Costal Management Assistance   11.419    46,574 
     
    Total U.S. Department of Commerce       2,679,041 
 
 U.S. Department of Transportation 
  Passed-through Ohio Department of Public Safety: 
   State and Community Highway Safety     
    Grant   20.600 HVEO-2008-47-00-00- 
         00454-00   29,758 
    Total U.S. Department of Transportation       29,758 
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             Pass-Through    
          Agency         
           CFDA    Awarding         Federal        
Federal Program      Number           Number     Expenditures  
 
 U.S. Department of Health and Human Services 
  Passed-through Ohio Department of Health: 
   Public Health Infrastructure Grant   93.283 47-1-001-2-PI-0108   80,963 
   Public Health Infrastructure Grant   93.283 47-1-001-2-PI-0109   24,240 
   HIV Prevention Grant   93.940 263-440-5238-6   29,757 
   Cardiovascular Health Grant   93.991 47-2-002-4-CH-0108   75,309 
     
    Total U.S. Department of Health and  
     Human Services       210,269 
 
U.S. Department of Justice 
 Passed-through City of Cleveland:    
  Edward Byrne Memorial State and Local Law 
   Enforcement Assistance Discretionary Grants 16.579 2007-DD-BX-0650   226,668 
     
    Total U.S. Department of Justice       226,668 
 
Environmental Protection Agency 
  Brownfields Assessment and Cleanup  
   Cooperative Agreements   66.818 BF00E438010   21,050 
  Congressionally Mandated Projects   66.202 XP00E551-01   144,300 
     
    Total Environmental Protection Agency       165,350 
 
 
      Total Federal Awards Expenditures    $  6,249,610 
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Note 1 – Basis of Presentation 
 
The accompanying Schedule of Expenditures of Federal Awards includes the federal grant activity of the 
City of Lorain, 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 basic financial statements. 
 
Note 2 – Subrecipients 
 
The City passes-through certain Federal assistance received from the U.S. Department of Housing and Urban 
Development to other governments or not-for-profit agencies (subrecipients).  As described in Note 1, the 
City records expenditures of Federal awards to subrecipients when paid in cash. 
 
The subrecipient agencies have certain compliance responsibilities related to administering these Federal 
Programs.  Under Federal Circular A-133, the City is responsible for monitoring subrecipients to help assure 
that Federal awards are used for authorized purposes in compliance with laws, regulations, and the provisions 
of contracts or grant agreements, and that performance goals are achieved. 
 
Note 3 – Loans 
 
A.  Home Program Loans 
 
The City of Lorain disburses loans under the HOME Investment Partnership Program (CFDA #14.239).  
These loan amounts are included in the federal expenditures presented in the Schedule for the HOME 
Program. 
 
B.  Section 108 Loans 
 
The City has borrowed and expended five loans from the HUD under Section 108 of Title 1 of the Housing 
and Community Development Act, as amended.  The funds were used in connection with economic 
development of local businesses.  Principal and interest payments are due semi-annually.  The loans and 
related activities have been reflected in the Schedule of Federal Awards.  The terms and balances due as of 
December 31, 2008 are as follows: 
 
    Balance at 
  Loan Date  Loan Amount Length of Term December 31, 2008 
 December 15, 1992 $ 2,200,000 20 years $ 440,000 
 December 15, 1992 200,000 20 years 40,000 
 June 14, 2000 2,500,000 19.5 years 1,375,000 
 August 8, 2002 2,000,000 19 years 1,250,000 
 July 6, 2004 2,200,000 20 years 1,900,000 
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1.  Summary of Auditors’ Results 
 
(d)(I)(I) Type of Financial Statement Opinion 

Unqualified 
(d)(I)(ii) Were there any significant deficiencies reported at the 

financial statement level (GAGAS)? Yes 
(d)(I)(ii) Was there any material weaknesses reported at the financial 

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

financial statement level (GAGAS)? Yes 
(d)(I)(iv) Were there any material internal control weaknesses reported 

for major federal programs? No 
(d)(I) (iv) Were there any significant control deficiencies 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 .510? 

No 
(d)(I)(vii) Major Programs HOME Investment 

Partnership Program, CFDA # 
14.239, Public Works and 
Economic Development 

Facilities, CFDA # 11.300, 
Economic Adjustment 

Assistance, CFDA # 11.307 
(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 

 
2008-1 – Material noncompliance 
 
   Ohio Revised Code Section 5705.10 states that money that is paid into a fund must be used only for 

the purposes for which such fund has been established.  As a result, a negative fund balance indicates 
that money from one fund was used to cover the expenses of another fund. 

 
The following funds had deficit cash balances at December 31, 2008: 
 
Major Fund: 
 General Fund $  826,904  
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2. Findings Related To The Financial Statements 
Required To Be Reported In Accordance With GAGAS (continued) 

 
2008-1 – Material noncompliance (continued) 
 
   Nonmajor Fund: 
    Special Revenue Fund 
     Fire Pension   $ 153,549 
 
 
2008-2 – Material noncompliance 
    
   Ohio Revised Code 5705.41(B) states that no subdivision or taxing unit is to expend money unless it 

has been appropriated. 
 
 At December 31, 2008, the City had expenditures plus encumbrances in excess of appropriations as 

follows: 
  

    Major Funds                           Excess___   
 
General Fund 
 Electrical 
 Contractual Services  $  1,156 
 Safety/Service 
 Contractual Services    315,693 
 Engineering 
 Wages and Benefits    689 
 Police Department 
 Wages and Benefits    62,648 
 Fire Department 
 Contractual Services    4,083 
 Building Inspection 
 Wages and Benefits    157 

Parks Department 
 Wages and Benefits    486 
 
  
       Non-Major Funds_____ 
Streets 
 Wages and Benefits   7,999 
 
Garage 
 Wages and Benefits   1,171 
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2. Findings Related To The Financial Statements 
Required To Be Reported In Accordance With GAGAS (continued) 

 
2007-3 – Significant Deficiency / Material Weakness  
 

Sound financial reporting is the responsibility of the City Auditor and the City Council and is 
essential to ensure the information provided to the readers of the financial statements is complete and 
accurate.  The lack of controls over the posting of financial transactions and financial reporting can 
result in errors and irregularities that may go undetected and decreases the reliability of financial data 
throughout the year. 
 
The following audit adjustments were made to the financial statements: 

1. Restatement of Net Assets at December 31, 2007 for prior year overstatement of loans 
receivable in the Community Development special revenue fund and prior year 
overstatement of intergovernmental receivable and intergovernmental revenue, on a full 
accrual basis, in the Community Development special revenue fund .   

2. Adjusted income tax receivable to actual. 
 

The lack of controls over financial reporting can result in errors and irregularities that may go 
undetected and decreases the reliability of financial data at year-end.   
 
We recommend the City adopts policies and procedures for controls over year-end financial 
reporting to help ensure the information accurately reflects the activity of the City thereby increasing 
the reliability of the financial data at year-end.  Although the City has contracted a third party to 
perform their GAAP Conversion, the City’s management needs to review the statements to be sure 
that all items are being properly recorded.   
 
 

3.  Findings for Federal Awards 
 
There were no findings for federal awards to report in 2008. 
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Finding 

No. 
Finding 

Summary 
Fully 

Corrected
 

Explanation 
2007-1 Ohio Rev. Code 5705.10 states that 

money that is paid into a fund must be 
used only for the purposes for which 
such fund has been established. 
 
At December 31, 2007, the City’s 
general fund had a deficit cash 
balance.  This condition indicates that 
money from one fund is used to cover 
the expenses of another. 

No The City had non-compliance in this area 
again in the year 2008. 

2007-2 Ohio Rev. Code 5705.41(B) states that 
no subdivision or taking unit is to 
expend money unless it has been 
appropriated. 
 
At December 31, 2007, the City had 
expenditures plus encumbrances in 
excess of appropriations in some 
funds.  This condition results in the 
city overspending its authorized 
appropriations. 

No The City had non-compliance in this area 
again in the year 2008. 

2007-3 The following audit adjustments were 
made to the December 31, 2007 
financial statements: 
1. Adjusted property and other taxes 
receivable to properly record franchise 
fee receivable. 
2. Adjusted loan receivable to actual. 
3. Adjusted income tax receivable to 
actual. 
4. Adjusted accounts payable to actual. 
 
The lack of controls over financial 
reporting can result in errors and 
irregularities that may go undetected 
and decreases the reliability of 
financial data at year-end. 
 

No The City had deficiencies in this area 
again in the year 2008. 
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Response to Findings Associated With 
Audit Conducted In Accordance With 

Government Auditing Standards 
For The Year Ended December 31, 2008 

 
 

 
Finding 
Number 

Planned 
Corrective 

Action 

Anticipated 
Completion 

Date 

Responsible 
Contact 
Person 

2008-1 
 
 
 

2008-2 
 
 

 

Management will monitor fund balances and 
properly advance funds to cover deficit fund 
balances, if necessary. 
 
Management will monitor expenditures and 
encumbrances and amend appropriations, if 
necessary. 
 

N/A 
 
 
 

N/A 
 
 

    Ronald Mantini,  
    Auditor 
 
 
    Ronald Mantini,  
    Auditor 
 

  2008-3 Management will create and implement written                N/A     Ronald Mantini, 
policies and procedures relating to the financial     Auditor 
reporting process   
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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 
JULY 30, 2009 
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