


            



 

                                

 
 
 
 
 
 
Members of City Council 
City of Lorain 
Lorain, Ohio  
 
 
We have reviewed the Independent Auditor's Report of the City of Lorain, Lorain County, 
prepared by Ciuni & Panichi, Inc., for the audit period January 1, 2004 through December 31, 
2004.  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. 
 
 
 
 
 
 
 
 
BETTY MONTGOMERY 
Auditor of State 
 
July 15, 2005  
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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 as of 
and for the year ended December 31, 2004, which collectively comprise the City’s basic financial statements 
as listed in the table of contents. These financial statements are the responsibility of City of Lorain, Ohio’s 
management. Our responsibility is to express an opinion 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 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 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 of Lorain, Ohio, as of December 31, 2004, and the 
respective changes in financial position and cash flows, where applicable, and the respective budgetary 
comparison for the General and Community Development Funds thereof 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, 2004, the City implemented GASB Statement 
No. 39, “Determining Whether Certain Organizations are Component Units”, GASB Statement No. 46, “Net 
Assets Restricted by Enabling Legislation” and GASB Technical Bulletin No. 2004-2, “Recognition of 
Pension and Other Postemployment Benefit Expenditures/Expense and Liability by Cost-Sharing 
Employers.”    
 
In accordance with Government Auditing Standards, we have also issued our report dated June 24, 2005 on 
our consideration of the City of Lorain, Ohio’s internal control over financial reporting and on 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. 
 



Members of the City Council  
Lorain, Ohio 
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The Management’s Discussion and Analysis 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 of Lorain, Ohio’s basic financial statements.  The introductory section, combining and 
individual nonmajor fund financial statements, and statistical tables are presented for purposes of additional 
analysis and are not a required part of the basic financial statements.  The combining and individual 
nonmajor fund financial statements 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 section and statistical tables 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 24, 2005 
 
 





































































































































This Page is Intentionally Left Blank.























































































































































 
 
 

City Of Lorain, Ohio 
 

SINGLE AUDIT REPORTS 
 

DECEMBER 31, 2004 
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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 (the “City”) as of and for the 
year ended December 31, 2004, which collectively comprise the City’s basic financial statements and have 
issued our report thereon dated June 24, 2005, wherein we noted the City of Lorain adopted Government 
Accounting Standards Board Technical Bulletin No. 2004-2.  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 in 
order to determine our auditing procedures for the purpose of expressing our opinion on the financial 
statements and not to provide an opinion on the internal control over financial reporting.  Our consideration 
of the internal control over financial reporting would not necessarily disclose all matters in the internal 
control over financial reporting that might be material weaknesses.  A material weakness is a reportable 
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 caused by error or fraud 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.  We noted no matters 
involving the internal control over financial reporting and its operation that we consider to be material 
weaknesses.  However, we noted other matters involving the internal control over financial reporting that we 
have reported to management of the City in a separate letter dated June 24, 2005. 
 
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 that are required to be reported under Government Auditing Standards and which 
are described in the accompanying schedule of findings as items 04-1 and 04-2.   
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This report is intended solely for the information and use of management, City Council, finance committee,  
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 24, 2005 
 



 

 
 
 
 
 

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 (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 its major federal programs for the year ended December 31, 2004.  The City’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 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, 2004. 
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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 
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 reportable 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 
caused by error or fraud 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 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, 2004, and have issued our report thereon dated June 24, 2005, wherein we noted the City of 
Lorain adopted Government Accounting Standards Board Technical Bulletin No. 2004-2. 
 
Our audit was performed for the purpose of forming an opinion 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 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 for the information and use of management, City Council, finance committee,  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 24, 2005 
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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) 
   Small Cities Cluster: 
    Community Development Block Grant   14.218  $  2,677,307 
    Section 108 Program   14.248    1,705,299 
     Total CDGB Program       4,382,606 
 
    HOME Investment Partnership Program   14.239    1,137,474 
     Total U.S. Department of Housing  
     and Urban Development       5,520,080 
 
 
 U.S. Department of Transportation 
  Passed-through Ohio Department of  
   Transportation 
    Highway Planning and Construction   20.205 03N033   1,508,281 
  Passed-through Ohio Department of Public 
   Safety 
    State and Community Highway Safety  
     Grant   20.600 GR#3119.0   34,738 
     Total U.S. Department of Transportation      1,543,019 
 
 U.S. Department of Health and 
  Human Services 
  Passed-through Ohio Department of 
   Health 
    Public Health Infrastructure Grant   93.283 47-1-001-2-BI-04   78,739 
    HIV Prevention Grant   93.940 263-440-5238-6   29,640 
    Cardiovascular Health Grant   93.991 47-2-002-2-ED-03   49,191 
     Total U.S. Department of Health and  
     Human Services       157,570 
 
 U.S. Department of Justice 
  Local Law Enforcement Block Grant   16.592 2002-LB-BX-1655   40,351 
  Public Safety Partnership and Community 
   Policing Grant (COPS)   16.710 04-SHWX-0088   62,500 
     Total U.S. Department of Justice       102,851 
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 U.S. Department of Commerce 
  Passed-through Ohio Department of 
   Natural Resources: 
    Coastal Management Assistance Grant   11.419 06-1 Coastal Mgmt.   25,820 
     Total U.S. Department of Commerce       25,820 
 
 U.S. Department of Homeland Security 
  Assistance to Firefighters Grant   97.044 FEMA-EMW-2002-FG-20397 136,169 
  Assistance to Firefighters Grant   97.044 FEMA-EMW-2003-FG-18710 45,437 
  Passed-through Ohio Public Safety 
   Emergency Management Agency: 
    Public Assistance Grant   97.036 FEMA-3187-EM-093-44856 17,185 
     Total U.S. Department of Justice       198,791 
 
 
 
      Total Federal Awards Expenditures    $  7,548,131 
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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 general-purpose 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 5 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 not been reflected in the Schedule of Federal Awards.  The terms and balances due as of December 31, 
2004 are as follows: 
 
    Balance at 
 Loan Date Loan Amount Length of Term December 31, 2004 
 December 15, 1992 $ 2,200,000 20 years $ 880,000 
 December 15, 1992 200,000 20 years 80,000 
 June 14, 2000 2,500,000 19.5 years 1,875,000 
 August 8, 2002 2,000,000 19 years 1,750,000 
 July 6, 2004 2,200,000 20 years 2,200,000 
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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)? No 
(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 .510? 

No 
(d)(I)(vii) Major Programs Community Development 

Block Grant, CFDA #14.218, 
Section 108 Program, CFDA 
#14.248, Highway Planning 
and Construction, CFDA # 

20.205 
(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 

 
04-1 Ohio Revised 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.  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, 2003: 
 
General Fund $  2,340,819  
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2.  FINDINGS RELATED TO THE FINANCIAL STATEMENTS REQUIRED  
TO BE REPORTED IN ACCORDANCE WITH GAGAS (continued) 

 
04-2 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, 2004, the City had expenditures plus encumbrances in excess of appropriations as 

follows: 
  

    Major Funds                           Excess   
General Fund 
   Judges 

Wages and Benefits  $  204 
   Safety/Service Director     

Contractual Services    583,177 
Other    30,058 

   Data Processing 
Wages and Benefits    668 

   Police Department 
Wages and Benefits    885,257 

   Fire Department 
Wages and Benefits    904,510 

   Other Financing Uses 
 Advances Out    110,064 
    Transfers Out    794,156 
 
 
Bond Retirement 
 Interest and Fiscal Charges   11 
 
 

3.  FINDINGS FOR FEDERAL AWARDS 
 
There were no findings for federal awards to report in 2004. 
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Finding 

No. 
Finding 

Summary 
Fully 

Corrected
 

Explanation 
03-1 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, 2003, the City had 
funds with deficit cash balances.  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 2004. 

03-2 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, 2003, 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 2004. 
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RESPONSE TO FINDINGS ASSOCIATED WITH AUDIT CONDUCTED 
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 

FOR THE YEAR ENDED DECEMBER 31, 2004 
 
 
 

 
Finding 
Number 

Planned 
Corrective 

Action 

Anticipated 
Completion 

Date 

Responsible 
Contact 
Person 

04-1 
 
 
 

04-2 

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 

  



            



 
 
 
 
 
 
 
 
 
 
 
 

CITY OF LORAIN 
 

LORAIN 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 4, 2005 
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