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Board of Trustees 
Toledo Area Regional Transit Authority 
1127 West Central Ave  
P. O. Box 792   
Toledo, Ohio 43697-0792 
 
 
We have reviewed the Independent Auditor’s Report of the Toledo Area Regional Transit 
Authority, Lucas County, prepared by Clifton Gunderson LLP, for the audit period January 1, 
2009 through December 31, 2009.  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.  
 
 Finding for Recovery 
 
Ohio Revised Code Section 9.03 states that “no governing body of a political subdivision shall 
use public funds to support or oppose the passage of a levy or bond issue.”  A “governing body” 
for these purposes means anybody corporate and politic, except a municipal corporation that has 
adopted a charter under Section 7 of Article XVIII of the Ohio Constitution, and except a county 
that has adopted a charter under Section 3 and 4 of Article X of the Ohio Constitution. 
 
Citizens for TARTA is a Political Action Committee formed to raise funds and help finance 
TARTA levy campaigns. 
 
In 2007, Citizens for TARTA borrowed, from TARTA, $13,885, without interest, to assist with 
campaign costs.  Citizens borrowed an additional $53,000 in January 2008.  As of December 31, 
2009, the balance receivable (amount payable to TARTA) is $66,885.  No payments have been 
received from Citizens for TARTA.  As stated above, a governing body is prohibited from using 
public funds to support or oppose the passage of a levy. 
 
In accordance with the foregoing facts, and pursuant to ORC Section 117.28, a finding for 
recovery for public money illegally expended is hereby issued against Citizens for TARTA in the 
amount of $66,885, and in favor of TARTA. 
 
Additionally, under Ohio law, any public official who either authorizes an illegal expenditure of 
public funds or supervises the accounts of a public office from which such illegal expenditure is 
made is liable for the amount of the expenditure.  Seward v. National Surety Corp., 120 Ohio St. 
47 (1929); 1980 Op. Atty Gen. No. 80-074: Ohio Rev. Code Section 9.39; State, ex. Rel. Village 
of Linndale v. Masten, 18 Ohio St. 3d 228 (1985). Public officials controlling public funds or  
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property are secondarily for the loss incurred should such funds or property be fraudulently 
obtained by another, converted, misappropriated, lost or stolen.   
 
Therefore, because TARTA’s Director, James Gee, approved the improper payments, James Gee 
and his bonding company, The Harford, are jointly and severally liable for the $66,885. 
 
James Gee will only be liable to the extent that payment is not received from Citizens for 
TARTA. 
 
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 Toledo Area Regional Transit Authority is 
responsible for compliance with these laws and regulations. 
 
 
 
 
 
 
 
 
 
 
 
 
Dave Yost 
Auditor of State 
 
April 8, 2011  
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The Board of Trustees 
Toledo Area Regional Transit Authority 
 
 
A significant deficiency is a deficiency or a combination of deficiencies in internal control that is 
less severe than a material weakness, yet important enough to merit attention by those charged 
with governance.  We consider the deficiency described in Item 2009-2 in the accompanying 
schedule of findings and questioned costs and responses to be a significant deficiency.   
 
Compliance and Other Matters 
 
As part of obtaining reasonable assurance about whether the Authority'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 no instances 
of noncompliance or other matters that are required to be reported under Government Auditing 
Standards. 
 
We noted certain matters that we reported to management of the Authority in a separate letter 
dated March 8, 2011. 
 
The Authority's response to the findings identified in our audit are described in the 
accompanying schedule of findings and questioned costs. We did not audit the Authority's 
response and, accordingly, we express no opinion on it. 
 
This report is intended solely for the information and use of Authority management, Board of 
Trustees, others within the entity 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. 
 

 
 
 
 
Toledo, Ohio 
March 8, 2011 
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The Board of Trustees 
Toledo Area Regional Transit Authority 
 
 
Internal Control Over Compliance 
The management of the Authority 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 
Authority'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 and to test and report on internal control over 
compliance in accordance with OMB Circular A-133, 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 entity's internal control over compliance. 
 
A deficiency in internal control over compliance exists when the design or operation of a control 
over compliance does not allow management or employees, in the normal course of performing 
their assigned functions, to prevent, or detect and correct, noncompliance with a type of 
compliance requirement of a federal program on a timely basis.  A material weakness in internal 
control over compliance is a deficiency, or combination of deficiencies, in internal control over 
compliance, such that there is a reasonable possibility that material noncompliance with a type 
of compliance requirement of a federal program will not be prevented, or detected and corrected 
on a timely basis. 
 
Our consideration of internal control over compliance was for the limited purpose described in 
the first paragraph of this section and was not designed to identify all deficiencies in internal 
control over compliance that might be deficiencies, significant deficiencies, or material 
weaknesses.  We consider deficiencies in internal control over compliance described in the 
accompanying schedule of findings and questioned costs as Item 2009-4 to be a material 
weakness.  A significant deficiency in internal control over compliance is a deficiency, or a 
combination of deficiencies, in internal control over compliance with a type of compliance 
requirement of a federal program that is less severe than a material weakness in internal control 
over compliance, yet important enough to merit attention by those charged with governance. 
 
Schedule of Expenditures of Federal Awards 
We have audited the basic financial statements of the Authority as of and for the year ended 
December 31, 2009, and have issued our report thereon dated March 8, 2011.  Our audit was 
performed for the purpose of forming an opinion on the basic 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 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. 
 
The Authority's response to the findings identified in our audit are described in the 
accompanying schedule of findings and questioned costs.  We did not audit the Authority's 
response and, accordingly, we express no opinion on it. 
 
This report is intended solely for the information and use of management, Board of Trustees, 
others within the entity 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. 
 

 
 

Toledo, Ohio 
March 8, 2011 



 

This schedule should be read only in connection with 
the accompanying notes to the schedule. 
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TOLEDO AREA REGIONAL TRANSIT AUTHORITY 
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS 

Year Ended December 31, 2009 
 
 

 Federal Grantor Agency/ Federal 
 Pass-Through Grantor/ CFDA Grant Federal 
 Program or Cluster Title number number expenditures 
 
U. S. Department of Transportation: 
 Federal Transit Administration (FTA) 
 Federal Transit Cluster: 
   Received directly from FTA: 
   Capital investment grants 20.500 OH-15-X001 $ 92,606 
   Capital investment grants 20.500 OH-03-0268  69,323 
 
     Subtotal CFDA 20.500    161,929 
 
   Formula grants 20.507 OH-90-X670 4,977,490 
   Formula grants – ARRA 20.507 OH-96-X019 823,240 
   Formula grants 20.507 OH-90-X586 536,278 
   Formula grants 20.507 OH-90-X536 468,006 
   Formula grants 20.507 OH-90-X609 385,734 
   Formula grants 20.507 OH-90-X394 163,752 
   Formula grants 20.507 OH-90-X456 37,622 
   Formula grants 20.507 OH-90-X426 8,510 
   Formula grants 20.507 OH-90-X501  934 
 
     Subtotal CFDA 20.507    7,401,566 
 
      Total Federal Transit Cluster    7,563,495 
 
U. S. Department of Transportation: 
 Federal Transit Administration (FTA) 
  Transit Services Program Cluster: 
   Received directly from FTA: 
   Job Access – Reverse 
    Commute 20.516 OH-37-X047  130,349 
 
   New Freedom Projects 20.521 OH-57-X009  9,387 
 
      Total Transit Services Cluster   139,736 
 
TOTAL EXPENDITURES OF FEDERAL AWARDS $ 7,703,231 



 

This information is an integral part of the accompanying schedule. 
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TOLEDO AREA REGIONAL TRANSIT AUTHORITY 
NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS 

Year Ended December 31, 2009 
 
 

NOTE 1 - GENERAL 
 
The accompanying schedule of expenditures of federal awards presents the activity of federal 
award programs of Toledo Area Regional Transit Authority (the Authority).   
 
 
NOTE 2 - BASIS OF PRESENTATION 
 
The accompanying schedule of expenditures of federal awards is presented on the accrual 
basis of accounting.  The information on 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. 
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TOLEDO AREA REGIONAL TRANSIT AUTHORITY 
SCHEDULE OF FINDINGS AND QUESTIONED COSTS 

 
 

Section I—Summary of Auditor's Results  
 
Financial Statements 
 
Type of auditor’s report issued:  Unqualified  
Internal control over financial reporting:  
• Material weakness(es) identified?   X  yes    no 
• Significant deficiency(ies) identified that are not  
 considered to be material weaknesses?   X  yes    none reported 
Noncompliance material to financial statements noted?  ______ yes  X  no  
 
Federal Awards  
 
Internal control over major programs:  
• Material weakness(es) identified?   X  yes    no 
• Significant deficiency(ies) identified that are not  
 considered to be material weakness(es)?     yes  X  none reported 
 
Type of auditor's report issued on compliance for 
major programs: Unqualified 
 
Any audit findings disclosed that are required to be reported in 
accordance with section 510(a) of OMB Circular A-133?   X  yes    no 
 
Identification of major programs: 
 
 CFDA Number(s) Name of Federal Program or Cluster 

 20.500 and 20.507   Federal Transit Cluster  
 
Dollar threshold used to distinguish between type A and type B programs:  
 

$ 300,000  

Auditee qualified as low-risk auditee?     yes   X  no 
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TOLEDO AREA REGIONAL TRANSIT AUTHORITY 
SCHEDULE OF FINDINGS AND QUESTIONED COSTS, CONTINUED 

 
 

Section II—Financial Statement Findings  
 
 

Reference 2009-1 – Segregation of Duties 

Segregation of duties is a key component of internal controls. 

Criteria 

 

The Authority has an inadequate segregation of duties.  Presently, the Comptroller reviews purchase 
orders (to verify availability of funds), approves disbursement vouchers, has the ability to record 
cash disbursements and also has check signing authority.  In addition, the Comptroller has the 
ability and authority to receive mail (deposits), make deposits, make bank transfers, opens bank 
statements and reviews bank reconciliations. 

Condition 

 

This condition increases the possibility that an irregularity (or error) may not be prevented or 
detected in a timely manner. 

Effect 

 

Inadequate segregation of duties is not uncommon in small organizations.  With a limited number of 
individuals to share responsibilities for access to assets and accounting, it is sometimes difficult to 
mitigate the control weaknesses caused by a lack of segregation of duties.  It is rarely practical to 
hire additional employees just to improve internal controls.  However, there are usually 
compensating procedures that can be implemented, either by managers directly, or by other 
employees.  We recommend certain of the Comptroller approvals noted above be reassigned to 
other personnel.  When performed by other employees, it is especially important for those 
employees to be adequately trained and supervised.  Even then, override by supervisory employees 
may be possible. 

Recommendation 

 

The Comptroller serves as the Systems Administrator for the Financial Ledger System.  In this 
capacity the ability to be able to record cash disbursements and record deposits is critical, however, 
it should be noted that this duty is not performed unless in an emergency, as it is assigned to other 
staff members.  In addition the general ledger system itself has an audit function to track 
transactions in the system and who performed the task, which is only accessible by the Director of 
Information Systems.   Signature changes relating to approving disbursement vouchers were 
instituted after the 2006 audit and management has continued to review current assignment of 
responsibilities to address the segregation of disbursement signing issue.  In relation to the bank 
transfers, the transfer accounts are hard coded into the on-line bank transfer system, which would 
make it difficult to transfer funds anywhere but TARTA’s accounts.  The process of opening bank 
statements has been segregated to the General Manager’s Administrative Assistant.  The Authority 
has hired a Financial Analyst.  The Financial Analyst posts cash, reconciles payroll, some bank 
reconciliations and performs payroll tax transfers and payment requests.  The Financial Analyst 
position was well as new system implementations, will enable the authority to segregate duties to a 
greater extent as well as institute additional compensating controls.  However, due to virtue of staff 
size and staff technical abilities there will be some areas of lack of segregation of control that will not 
be able to be avoided.    

Authority’s Response and Planned Corrective Action 
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TOLEDO AREA REGIONAL TRANSIT AUTHORITY 
SCHEDULE OF FINDINGS AND QUESTIONED COSTS, CONTINUED 

 
 

Section II—Financial Statement Findings, Continued 
 
 

Reference 2009-2 – Accounting Policies and Procedures Manual 
 

 
Criteria 

An accounting policies and procedures manual will help ensure Authority transactions are recorded 
in a consistent manner. 
 

 
Condition 

The Authority presently does have policies and procedures but has not documented them in a formal 
accounting policies and procedures manual. 
 

 
Effect 

The lack of an accounting policies and procedures manual increases the possibility of 
misunderstandings, errors, inefficient or wasted effort, duplicated or omitted procedures, and other 
situations that could result in inaccurate or untimely accounting records. 
 

 
Recommendation 

While the accounting department is fairly small, written procedures, instructions and duty 
assignments will prevent or reduce the likelihood of the effects mentioned above.  A well devised 
accounting manual can also help ensure all similar transactions are treated consistently, accounting 
principles in use are proper, and records are produced in the form desired by management.  A good 
accounting manual should aid in the training of new employees and allow management to delegate 
some accounting functions to other employees.  It will take some time and effort to develop a 
manual; however, we believe this time will be more than offset by time saved later in training and 
supervising accounting personnel.  Also, in the process of the comprehensive review of existing 
accounting procedures, management might identify procedures to eliminate or improve, making the 
system more efficient and effective. 
 

 
Authority’s Response and Planned Corrective Action 

Currently there are flowcharts which document the activity and account flow for Accounts Payable 
and Accounts Receivable.  Preliminary work has been done on detailing tasks performed by staff 
members as well as standardizing reconciliation formats.  There has been cross training and further 
task documentation related to functions within the Authority.  Procedures have been created in 
flowchart as well as in a narrative function.  As the new payroll system is implemented during 2011 
this process will be fully documented.  There will be staffing changes during 2011 at which time 
policies and procedures will be further expanded upon.   
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TOLEDO AREA REGIONAL TRANSIT AUTHORITY 
SCHEDULE OF FINDINGS AND QUESTIONED COSTS, CONTINUED 

 
 

Section II—Financial Statement Findings, Continued 
 
 

Reference 2009-3 – Reporting 
 

 
Criteria 

The Yellow Book and OMB Circular A-133 require the auditee to submit the audit reports to 
appropriate government officials and organizations no later than nine months after the audit period 
without obtaining an extension from the cognizant or oversight agency.  The issuance was delayed 
due to implementation of a new payroll system and other operational commitments. 
 

 
Condition 

The reporting package, which includes the single audit reports, was not submitted to the Federal 
Audit Clearinghouse until March 2011. 
 

 
Questioned Costs 

None. 
 

 
Effect 

The Authority is not in compliance with reporting requirements. 
 

 
Authority’s Response and Planned Corrective Action 

With the new position of Financial Analyst, the newly installed payroll software as well as newly 
established monthly reconciliation and reporting assignments, timeliness should not be an issue in 
the future. 
 
 
 
 

Section III – Federal Award findings and Questioned Costs 
 

Reference 2009-4 – Other 
 
Grant from the U.S. Department of Transportation 
Federal Transit Cluster 
CFDA 20.500 and 20.507 
 
See finding 2009-1 in Section II – Financial Statement Findings. 
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TOLEDO AREA REGIONAL TRANSIT AUTHORITY 
SUMMARY OF PRIOR AUDIT FINDINGS 

 
 

Reference 2008-1 – Segregation of Duties 
 
Segregation of duties is a key component of internal controls.  The Authority has an inadequate 
segregation of duties.  Presently, the Comptroller reviews purchase orders (to verify availability of 
funds), approves disbursement vouchers, has the ability to record cash disbursements and also has 
check signing authority.  In addition, the Comptroller has the ability and authority to receive mail 
(deposits), make deposits, make bank transfers, opens bank statements and reviews bank 
reconciliations. 
 

 
Status 

This finding has not been corrected.  See Finding 2009-1. 
 
 
Reference 2008-2 – Accounting Policies and Procedures Manual 
 
An accounting policies and procedures manual will help ensure Authority transactions are recorded 
in a consistent manner.  The Authority presently does not have an accounting policies and 
procedures manual. 
 

 
Status 

This finding has not been corrected. See Finding 2009-2. 
 
 
Reference 2008-3 – Other 
 
Grant from the U.S. Department of Transportation 
Federal Transit Cluster 
CFDA 20.500 and 20.507 
 
See finding 2008-1 above. 
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TOLEDO AREA REGIONAL TRANSIT AUTHORITY 
 
 

LUCAS 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 
MAY 5, 2011 
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