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CITY OF PORTSMOUTH
SCIOTO COUNTY

SCHEDULE OF FEDERAL AWARDS EXPENDITURES
FOR THE YEAR ENDED DECEMBER 31, 1999

Federal Grantor/ Pass Through Federal

Pass Through Grantor Entity CFDA

Program Title Number Number Disbursements

U.S. DEPARTMENT OF HOUSING AND URBAN DEVEL OPMENT
Passed Through Ohio Department of Development:
Community Development Block Grant - State's Program AD96, AF97, AF98 14.228 $327,113
Total U.S. Department of Housing and Urban Development 327,113
U.S. DEPARTMENT OF JUSTICE
Direct from Federal Government:
Local Law Enforcement Block Grant Program N/A 16.592 41,944
Total U.S. Department of Justice 41,944
U.S. DEPARTMENT OF TRANSPORTATION
Passed Through Ohio Department of Transportation:
State and Community Highway Safety Grant GR-1-861-0 20.600 28,781
Total U.S. Department of Transportation 28,781
U.S. ENVIRONMENTAL PROTECTION AGENCY
Passed Through Ohio Environmental Protection Agency:
Air Pollution Control Program Support Grant 241441 66.001 82,619
Total U.S. Environmental Protection Agency 82,619
EEDERAL EMERGENCY MANAGEMENT AGENCY
Passed Through Ohio Emergency Management Agency:
Disaster Assistance Grant 1097-DR-145-6430 83.544 79,546
Total Federal Emergency Management Agency 79,546
U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES
Passed Through Ohio Department of Health:
Childhood Lead Poisoining Prevention Project Grant 73-2-01-F-BD-392 93.197 20,212
Abstinence Education Grant 73-2-01-F-CS-320 93.235 27,211
Immunization Grant 73-2-01-P-AZ-392 93.268 14,577
Preventive Health and Health Services Block Grant 73-2-01-P-BP-387 93.991 18,156
Maternal and Child Health Services Block Grant 73-2-01-F-Al-320 93.994 154,910
Total U.S. Department of Health and Human Services 235,066
Total Federal Awards Expenditures $795,069

The accompanying notes to this schedule are an integral part of this schedule.



CITY OF PORTSMOUTH
SCIOTO COUNTY
NOTES TO SCHEDULE OF FEDERAL AWARDS EXPENDITURES
FOR THE YEAR ENDED DECEMBER 31, 1999

NOTE A -- SIGNIFICANT ACCOUNTING POLICIES
The accompanying Schedule of Federal Awards Expenditures (the Schedule) summarizes activity of the
City’'s federal award programs. The Schedule has been prepared on the cash basis of accounting.

NOTE B -- 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
A, the City records expenditures of Federal awards to subrecipients when paid in cash.

The City of Portsmouth expended $73,036 in Community Development Block Grant funding to the Greater
Portsmouth Enterprise Community Corporation(GPECC).

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 C -- COMMUNITY DEVELOPMENT BLOCK GRANT (CDBG) REVOLVING LOAN PROGRAMS
The City has established a revolving loan program to provide low-interest loans to businesses to create jobs
for persons from low-moderate income households and to eligible persons and to rehabilitate homes. The
Federal Department of Housing and Urban Development (HUD) grants money for these loans to the City
passed through the Ohio Department of Development. The initial loan of this money is recorded as a
disbursement on the accompanying Schedule of Federal Awards Expenditures (the Schedule). Loans
repaid, including interest, are used to make additional loans. Such subsequent loans are subject to certain
compliance requirements imposed by HUD, but are not included as disbursements on the Schedule.

These loans are collateralized by mortgages on the property. At December 31, 1999, the gross amount of
loans outstanding under this program was $199,084.

NOTE D -- MATCHING REQUIREMENTS

Certain Federal programs require that the City contribute non-Federal funds (matching funds) to support the
Federally-funded programs. The City has complied with the matching requirements. The expenditure of
non-Federal matching funds is not included on the Schedule.

NOTE E -- COMMUNITY DEVELOPMENT BLOCK GRANT

Due to being unable to determine the specific amount of expenditures for each individual program grant,
the total expenditures for all Community Development Block Grant programs are included together on the
Schedule.



743 East State Street

Athens Mall, Suite B

Athens, Ohio 45701

Telephone 740-594-3300
800-441-1389

Facsimile 740-594-2110

www.auditor.state.oh.us

REPORT OF INDEPENDENT ACCOUNTANTS ON COMPLIANCE AND
ON INTERNAL CONTROL REQUIRED BY GOVERNMENT AUDITING STANDARDS

City of Portsmouth

Scioto County

City Building, 728 Second Street
Portsmouth, Ohio 45662

To the Mayor and City Council:

We have audited the financial statements of the City of Portsmouth, Scioto County, Ohio, (the City) as of
and for the year ended December 31, 1999, and have issued our report thereon dated June 16, 2000. We
conducted our auditin accordance with generally accepted auditing standards 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 '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 instances of noncompliance that are required to be reported under Government Auditing
Standards which are described in the accompanying Schedule of Findings and Questioned Costs as items
1999-20773-001 and 1999-20773-002. We also noted certain immaterial instances of noncompliance that
we have reported to management of the City in a separate letter dated October 3, 2000.

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 assurance on the internal control over financial reporting. However, we noted
a certain matter involving the internal control over financial reporting and its operation that we consider to
be a reportable condition. 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’s ability to record, process, summarize and report financial data
consistent with the assertions of management in the financial statements. The reportable condition is
described in the accompanying Schedule of Findings and Questioned Costs as item 1999-20773-003.



City of Portsmouth

Scioto County

Report of Independent Accountants on Compliance and on
Internal Control Required by Government Auditing Standards

Page 2

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 the reportable condition described
above is not a material weakness. We also noted other matters involving the internal control over financial
reporting that do not require inclusion in this report, that we have reported to management of the City in a
separate letter dated October 3, 2000.

This report is intended for the information of the management, the City Council, 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.

N

Jim Petro
Auditor of State

October 3, 2000
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REPORT OF INDEPENDENT ACCOUNTANTS ON COMPLIANCE WITH REQUIREMENTS
APPLICABLE TO EACH MAJOR FEDERAL PROGRAM AND INTERNAL CONTROL OVER
COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133

City of Portsmouth

Scioto County

City Building, 728 Second Street
Portsmouth, Ohio 45662

To the Mayor and City Council:
Compliance

We have audited the compliance of the City of Portsmouth, Scioto County, 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 its major federal program for the year ended December 31,
1999. The City’s major federal program is identified in the Summary of Auditor's Results section of the
accompanying Schedule of Findings and Questioned Costs. Compliance with the requirements of laws,
regulations, contracts and grants applicable to its major federal program 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 generally accepted auditing standards; 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 occurred with the types of
compliance requirements referred to above that could have a direct and material effect on a major federal
program. 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.

As described in items 1999-20773-004, 1999-20773-005, 1999-20773-006, 1999-20773-007, 1999-20773-
008, 1999-20773-010, 1999-20773-011, 1999-20773-012,1999-20773-014, and 1999-20773-015 in the
accompanying Schedule of Findings and Questioned Costs, the City did not comply with requirements
regarding Activities Allowed or Unallowed, Allowable Costs/Cost Principles, Cash Management, Davis
Bacon Act, Equipment and Real Property Management, Procurement, Program Income, Reporting, and
Subrecipient Monitoring that are applicable to its Community Development Block Grants. Compliance with
such requirements is necessary, in our opinion, for the City to comply with requirements applicable to that
program.

In our opinion, because of the effects of the noncompliance referred to in the preceding paragraph, the City
did not comply, in all material respects, with the requirements referred to above that are applicable to its
major federal program, Community Development Block Grant Program, for the year ended December 31,
1999.
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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 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
internal control over compliance in accordance with OMB Circular A-133.

We noted certain matters involving the internal control over compliance 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 compliance that, in our
judgment, could adversely affect the City’s ability to administer a major federal program in accordance with
applicable requirements of laws, regulations, contracts and grants. Reportable conditions are described in
the accompanying Schedule of Findings and Questioned Costs as items 1999-20773-004, 1999-20773-009
and 1999-20773-013.

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. Our consideration of the internal control over compliance
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, of the reportable conditions described above, we consider items 1999-20773-004
and 1999-20773-013 to be material weaknesses. We also noted other matters involving the internal control
over federal compliance that do not require inclusion in this report, that we have reported to management
of the City in a separate letter dated October 3, 2000.

Schedule of Federal Awards Expenditures

We have audited the general purpose financial statements of the City of Portsmouth, Scioto County, Ohio,
(the City) as of and for the year ended December 31, 1999, and have issued our report thereon dated
October 3, 2000. 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 Federal Awards Expenditures 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, except for
the effects of not providing the total federal awards expended for each individual pass-through entity number
for each federal program, is fairly stated, in all material respects, in relation to the general purpose financial
statements taken as a whole.

This report is intended for the information of the management, the City Council, 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.

&P

Jim Petro
Auditor of State

October 3, 2000



CITY OF PORTSMOUTH
SCIOTO COUNTY

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

OMB CIRCULAR A-133, § .505

DECEMBER 31, 1999

1. SUMMARY OF AUDITOR’S RESULTS

(d) (D)) Type of Financial Statement Opinion Unqualified
(d)(@)(ii) Were there any material control weakness No
conditions reported at financial statement level
(GAGAS)?
(d)(1)(ii) Were there any other reportable control weakness Yes
conditions reported at the financial statement level
(GAGAS)?
(d)(@)(iii) Was there any reported material noncompliance at Yes
the financial statement level (GAGAS)?
(d)(@Q)(iv) Were there any material internal control weakness Yes
conditions reported for major federal programs?
(d)(2)(iv) Were there any other reportable internal control Yes
weakness conditions reported for major federal
programs?
(d)(1)(v) Type of Major Programs’ Compliance Opinion Adverse
(d)(@)(vi) Are there any reportable findings under Section Yes
.510?
(d)(2)(vii) Major Programs (list): Community Development Block
Grant - CFDA #14.228
(d)(1)(viii) Dollar Threshold: Type A/B Programs $300,000
(d)(1)(ix) Low Risk Auditee? Yes




CITY OF PORTSMOUTH
SCIOTO COUNTY
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
OMB CIRCULAR A-133, § .505
DECEMBER 31, 1999
(Continued)

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

FINDING NUMBER 1999-20773-001
Noncompliance Citation

Ohio Rev. Code Section 5705.39 states that the total appropriation from each fund should not exceed the
total estimated resources. Also, Ohio Rev. Code Section 5705.36 allows all subdivisions to request
increased amended certificates of estimated resources and reduced amended certificates upon
determination by the fiscal officer that revenue to be collected will be greater or less than the amount in the
official certificate of estimated resources. An increased amended certificate must be obtained from the
budget commission if the legislative authority intends to appropriate and expend the excess revenue. A
reduced amended certificate must be obtained if the amount of the deficiency will reduce available resources
below the current level of appropriation. The total appropriations made during a fiscal year from any fund
must not exceed the amount contained in the certificate of estimated resources or the amended certificate
of estimated resources which was certified prior to making the appropriation or supplemental appropriation.

Appropriations exceeded estimated resources at December 31, 1999 in the noted funds in the amounts
listed below:

Fund Amount
General $163,073
Street Construction/Maintenance/Repair 80,776
Law Enforcement 46,791
Enforcement and Education 7,358
Federal and State COPS Grant 28,781
Municipal Court Special Projects 28,748
Wellness Block Grant 41,151
FEMA Grant 70,546
Regional HIV Prevention 172,501
Municipal Court Grants 18,943
Municipal Court OCJS 38,443
Municipal Court Programs 31,884
Local Law Block Grant 53,238
Environmental State Grants 136,565
State Grant Health 74,451
D.A.R.E. State Grant 8,757
Water Works Revenue “B” 91,172
Water Works Revenue “C” 263,660
Sewage System Revenue 16,706
Capital Improvement - Income Tax 1,009,734
Water Works CIP 46,707
Fire Pension 1,321
Police Pension 1,321

Also, appropriations exceeded estimated resources for the Street Maintenance Fund as of April, 1999 and
the Sewer System Revenue Fund as of July, 1999.



CITY OF PORTSMOUTH
SCIOTO COUNTY
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
OMB CIRCULAR A-133, § .505
DECEMBER 31, 1999
(Continued)

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

FINDING NUMBER 1999-20773-001 (Continued)
Noncompliance Citation (Continued)
Ohio Rev. Code Section 5705.39 (Continued)
We recommend the City Council monitor appropriations and estimated resources to ensure that the
appropriations of each fund do not exceed the total estimated resources for those funds. If receipts exceed
initial expectations, the City should request an Amended Certificate of Estimated Resources from the Budget
Commission prior to appropriating these additional funds. Appropriations amendments should be sent to
the County Budget Commission for certification that appropriations do not exceed estimated resources.

FINDING NUMBER 1999-20773-002

Noncompliance Citation

Ohio Rev. Code Section 5705.41(B) states that no subdivision or taxing unit is to expend money unless it
has been appropriated.

The following instances were noted where the expenditures exceeded appropriations at various times
throughout the year as indicated:

Fund and Line Iltems Date Amount
General Fund - McKinley Pool September 99 $ 493
General Fund - Legal Fees September 99 67,029
Water Works Fund - Water Distribution July 99 35,504
Council Trust for Recreation Fund -

Rec Trust/ST May 99 16,738
Street Maintenance Fund - STRS Salt March 99 11,715

We also noted the following instances where the expenditures exceeded appropriations at year end:

Fund and Line Iltems Amount
General Fund - Executive $ 1,013
General Fund - Finance 2,343
General Fund - Public Service 12,695
General Fund - Miscellaneous 209,517
General Fund - Engineering/Traffic 19,121
General Fund - WCOMP RECR 487
General Fund - Building Inspection 3,164
SS Rev. B - CO Fund 4,675
Insurance Account “B” 150,313

We recommend that the expenditures of the City not exceed the appropriations at the legal level of control.
Appropriations should be monitored throughout the year. The Auditor should not approve payments
exceeding appropriations. The Auditor should request an increase in appropriations from Council before
making these payments.



CITY OF PORTSMOUTH
SCIOTO COUNTY
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
OMB CIRCULAR A-133, § .505
DECEMBER 31, 1999
(Continued)

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

FINDING NUMBER 1999-20773-003
Reportable Condition

The Clerk of the Portsmouth Municipal Court has been unable to properly reconcile the Court’s Civil bank
account with the Open Items List as maintained by the Clerk’s Office. As of December 31, 1999 the
reconciled bank balance was $92,280. The aggregate amount of Open Items List per the Court’s System
at December 31, 1999 was $71,957. As a result, there is $20,323 more in the bank account than what is
reported to be the Open Items. Since the Courts accounts are agency funds, all money received is owed to
other funds of the City, other governments, or individuals, attorneys, etc. All amounts due to others should
be included on the Open Items List.

We recommend that the Clerk of Courts continue to work to resolve the variance between the reconciled
bank amount and the Open Items List. The Clerk’s Office should be able to account for all amounts in the
various bank accounts of the Court. This is important in ensuring that all moneys are properly disbursed to
the various funds, governments, individuals, etc.

3. FINDINGS AND QUESTIONED COSTS FOR FEDERAL AWARDS

1. Reporting
Finding Number 1999-20773-004
CFDA Title and Number Community Development Block Grant CFDA #14.228
Federal Award Number / Year AD-96-167-1, AF-97-167-1, AF-98-167-1
Federal Agency U.S. Department of Housing and Urban Development
Pass-Through Agency Ohio Department of Development

Noncompliance Citation and Material Weakness

The City Auditor combined all of the Community Development Department’s funding activities into one cost
center during a change in the computer system in 1998. This change made it necessary for detailed records
to be maintained for proper reporting and tracking of grant activity. However, the City did not maintain this
detailed documentation. Per the Corrective Action Plan in the 1998 audit report, Community Development
had instituted use of a general ledger to record year-to-date receipts, drawdown requests, and check
disbursements for each grant and indicated that monthly reconciliations would occur between the Office of
Community Development and the Auditor of the City of Portsmouth. The Corrective Action Plan also
indicated the Community Development would submit a printout of the general ledger for use of the Auditor
on a monthly basis and that representatives from each office would meet as necessary to correct any
inconsistencies. However, a review of the records of the Community Development Department revealed that
many of the expenditures made from the fund were omitted from the records of the Department. Additionally,
some of the expenditures were recorded twice, under two or more separate grants/programs in the ledgers
of the Community Development Department. This indicates that the Department did not reconcile to the City

10



CITY OF PORTSMOUTH
SCIOTO COUNTY
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
OMB CIRCULAR A-133, § .505
DECEMBER 31, 1999
(Continued)

3. FINDINGS AND QUESTIONED COSTS FOR FEDERAL AWARDS (Continued)

FINDING NUMBER 1999-20773-004 (Continued)
1. Reporting - Noncompliance Citation and Material Weakness (Continued)

Auditor’s ledgers each month. Further, the Community Development Department did not maintain budget
versus actual information for each grant/program administered. The only budget prepared in relation to the
Department’s Activities was the City’s budget approved by City Council.

The budget versus actual information maintained by the City Auditor's Office was inadequate to ensure
compliance with Community Development Block Grant requirements since the City Auditor’s ledgers contain
all of the grants/programs administered by the Community Development Department in one fund/set of
accounts. This budgetary information is not sufficient to administer the programs of the Community
Development Department since the Department administered three Community Development Block Grants
as well as two Revolving Loan Programs during the audit period. As a result of the system weaknesses
noted above, the City was unable to determine the expenditures from each line item of each grant/program
administered. Therefore, the ability of the City to ensure compliance with grant requirements is questionable.

The records of the City did not identify the grant/program from which numerous expenditures were made
during 1999. The audit revealed $115,447 (which is included in the questioned costs in finding numbers
1999-20773-005 and 1999-20773-014) in expenditures for which the City could not identify the CDBG grant
from which expenditures were paid. This identification is required by OMB Circular A-133 §__.310(b). The
information maintained by the City was not sufficient to allow the department to classify or summarize
expenditures for each budgeted activity of the various grants. As a result, management could not monitor
the budgetary position of the grant projects. Since the City did not maintain information by line item activity
for each of the grants, the total expenditures for the grant period for each of the activities could not be
determined. Since the grants extended for a period beyond the end of the City’s fiscal year, it is important
to be able to determine the expenditures from the various line items of the grant as outlined in the
agreements, to ensure that funds are not overspent. As a result, it could not be determined whether the City
completed projects within budgeted guidelines. Improper transfers from the Revolving Loan Savings
Accounts to the Community Development Block Grants Account to cover expenditures, for which the
Community Development Department had no other funding sources, indicated that the City was not
complying with the program budgets. Instead, such transfers indicate that the program income from the
Revolving Loan Programs was used to subsidize Community Development Block Grant projects.

We recommend that the City develop one, central, detailed system to enhance its accounting for Community
Development Block Grants and associated programs, and enable the City to more effectively administer such
grants/programs to ensure compliance with applicable requirements. The accounting information system of
the City Auditor’s Office should be utilized to maintain the necessary detailed accounting information,
including budget versus actual information. The City Auditor's Office should develop a separate fund or
separate set of accounts to account for each grant/program administered by the Community Development
Department. Separate receipt and expenditure line item accounts should be established for each activity of
each of the grants. The Community Development Department must report to the City Auditor’s Office not only
the grant from which the expenditure is made, but also the line item of the grant from which the expenditure
is being made. The Community Development Department should provide such information for each
expenditure of the Department. Further, we recommend that detailed budgets be prepared and entered into
the system of the City Auditor. Each line item of each grant should be budgeted based on the grant
agreement. This would enable the City to more effectively monitor the budgetary position as well as
compliance with the requirements of the various grants. The Community Development Director should
routinely obtain updated financial reports from the City Auditor’s Office, including budget versus actual
reports, in an effort to monitor the budgetary position of each of the Department’s grants/programs.

11



CITY OF PORTSMOUTH
SCIOTO COUNTY
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
OMB CIRCULAR A-133, § .505
DECEMBER 31, 1999
(Continued)

3. FINDINGS AND QUESTIONED COSTS FOR FEDERAL AWARDS (Continued)

FINDING NUMBER 1999-20773-004 (Continued)
1. Reporting - Noncompliance Citation and Material Weakness (Continued)

Additionally, the Auditor should consider budgeting these funds on a program year, rather than on the City’'s
fiscal year. This method of budgeting is permitted by Ohio Revised Code Section 9.34, and would
significantly facilitate preparing grant reports and monitoring compliance with grant budgets.

If the City Auditor’s system will not accommodate the development of the abovementioned procedures and
the responsibility for the maintenance of detailed ledgers must remain with the Community Development
Department, numerous improvements need to be made to the system currently in place. The Community
Development Department must maintain detailed ledgers of the receipts and expenditures for all grants and
programs administered by the Department. The ledgers should report grant draws and expenditures by grant
budget activity lines, such as administration, fair housing, etc. The ledgers should identify the total draws and
expenditures for each of the line items within the grant budget as well as the cash balance on hand at all
times during the grant period. The ledgers should maintain this information separately for each of the grants
administered by the Community Development Department. This would greatly enhance the Department’s
ability to monitor the grant activities for each of the grants, the budgetary position, as well as aiding in
ensuring compliance with cash management requirements. Additionally, the Department must reconcile the
detailed records to the ledgers maintained by the City Auditor’'s Office. Such reconciliations should be
performed each month. The Department should work with the City Auditor's Office to resolve any
discrepancies noted in the reconciliation process to ensure proper reporting. Such improvements would
enhance the financial accountability of the City of Portsmouth as well as management’s ability to effectively
monitor grant activities and ensure compliance with applicable requirements.

Due to the different interpretations of the City Charter of which department is responsible for these functions,
we recommend the City consult its Solicitor for a clear interpretation of the City Charter to determine
responsibility for maintaining the necessary detailed documentation.

These system weaknesses contributed to the noncompliance issues and questioned costs described in

findings 1999-20773-007, 1999-20773-008, 1999-20773-010, 1999-20773-011, 1999-20773-012, 1999-
20773-014, and 1999-20773-015.

12



CITY OF PORTSMOUTH
SCIOTO COUNTY
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
OMB CIRCULAR A-133, § .505
DECEMBER 31, 1999
(Continued)

3. FINDINGS AND QUESTIONED COSTS FOR FEDERAL AWARDS (Continued)

2. Allowable Costs/Cost Principles

Finding Number 1999-20773-005

CFDA Title and Number Community Development Block Grant CFDA #14.228
Federal Award Number / Year AD-96-167-1, AF-97-167-1, AF-98-167-1

Federal Agency U.S. Department of Housing and Urban Development
Pass-Through Agency Ohio Department of Development

Noncompliance Citation and Questioned Costs

24 C.F.R. Part 570.206(e) and OMB Circular A-87 state that program administration costs of overall program
management coordination is eligible if indirect costs are charged using an accepted cost allocation plan.
Community Development Block Grants Compliance Requirements for the recovery of indirect costs state that
organizations must prepare cost allocation plans (CAPs) which apply to local governments or indirect cost
rate proposals (IDCRPs) in accordance with the guidelines provided in the circulars. Organizations, such as
smaller local governments, must prepare appropriate CAPs or IDCRPs and maintain them on file for review.
Indirect costs are defined as those costs that benefit common activities and, therefore, cannot be readily
assigned to a specific direct cost objective or project.

During the audit, the Community Development Director stated that neither CAPs nor IDCRPs were prepared
for the recovery of indirect costs. Further, it was noted that the Community Development Department
administered various grants. The City directly charged certain grants for indirect costs, such as electricity,
telephone bills, gas bills, office supplies, etc. The City did not maintain sufficient usage documentation to
substantiate the reasoning for charging the specific grants the amounts that were charged. In addition,
payroll and costs of contract employees (consultants) were directly

charged to grants without sufficient documentation of the time worked on specific grants or projects. This
causes questions of the validity and allowability of such costs in the manner that they were charged to the
various grants. Due to the lack of documentation and the failure of the City to develop a Cost Allocation Plan
and/or an Indirect Cost Rate Proposal Plan for the recovery of indirect costs, $115,313 in expenditures were
arbitrarily allocated to various CDBG grants administered by the City of Portsmouth and are therefore
considered to be questioned costs.

We recommend that the City develop either a cost allocation plan (CAP) or an indirect cost rate proposal
(IDCRP) and maintain a copy on file. The City should maintain documentation as to how they arrived at the
rates or allocation plan to be used. The development of such plans should not result in arbitrary charges.
Further, we recommend that the City maintain documentation of the actual time worked on each specific
project and grant for the charging of the payroll of employees and consultants. Itis important to substantiate
any and all charges to the Community Development Block Grants to ensure compliance with applicable
requirements.

Due to the different interpretations of the City Charter of which department is responsible for these functions,

we recommend the City consult its Solicitor for a clear interpretation of the City Charter to determine
responsibility for developing the CAP or IDCRP.
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CITY OF PORTSMOUTH
SCIOTO COUNTY
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
OMB CIRCULAR A-133, § .505
DECEMBER 31, 1999
(Continued)

3. FINDINGS AND QUESTIONED COSTS FOR FEDERAL AWARDS (Continued)

3. Equipment and Real Property Management

Finding Number 1999-20773-006

CFDA Title and Number Community Development Block Grant CFDA #14.228
Federal Award Number / Year AD-96-167-1, AF-97-167-1, AF-98-167-1

Federal Agency U.S. Department of Housing and Urban Development
Pass-Through Agency Ohio Department of Development

Noncompliance Citation

Office of Housing and Community Partnerships (OHCP) Financial Management Rules and Regulations,
Section B (Capital Equipment Purchases for Administrative Purposes) requires that as soon as any
equipmentis purchased with OHCP awarded funds, grantees must update the inventory records. In addition
a full inventory must be completed every two years. Inventory records must include: a description of the
equipment; the serial number or other identification number assigned to the equipment; the source(s) of the
funds used to purchase the equipment and the percentage of participation; the acquisition date; the
acquisition cost; the location of the property; and disposition data, including date of disposal and sales price.
Also, if the purchase price is $5,000 or more, a written request must be submitted to and approved by OHCP
prior to the acquisition. The request must include the following information: how the equipment will be used;
why it is needed; and if it will be used for non-OHCP administered program activities. If the request is
approved, complete inventory records must be maintained.

The only listing that was maintained was the fixed asset listing maintained by the City Auditor’s Office. The
listing did not include the source(s) of the funds used to purchase the equipment and the percentage of
participation or any disposal data, including the date of disposal and sales price. Further, there was no
indication of the completion of a physical inventory and reconciliation to the fixed asset listing as required.
Also, the City did not obtain prior approval for equipment purchases of $5,000 or more. The City expended
$37,157 of CDBG monies on equipment during the audit period.

We recommend that the City complete a physical inventory of their property/equipment at least every two
years (preferably every year) as required. We further recommend that the Auditor’s fixed asset listing include:
a description of the equipment; the source(s) of the funds used to purchase the equipment and the
percentage of participation; the acquisition date; the acquisition cost; the location of the property; and
disposition data, including date of disposal and sales price. If the City is unable to include all of the above
information in the fixed asset system of the City Auditor, the Community Development Department should
maintain a listing which includes the required information. If this list is maintained by the Department, it
should be reconciled to the information maintained by the City Auditor. This will aid the Department in
increasing internal control as well as the physical security over the assets. We also recommend the City
obtain prior approval for equipment purchases of $5,000 or more.

Due to the different interpretations of the City Charter of which department is responsible for these functions,

we recommend the City consult its Solicitor for a clear interpretation of the City Charter to determine
responsibility for performing these functions.
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CITY OF PORTSMOUTH
SCIOTO COUNTY
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
OMB CIRCULAR A-133, § .505
DECEMBER 31, 1999
(Continued)

3. FINDINGS AND QUESTIONED COSTS FOR FEDERAL AWARDS (Continued)

4. Cash Management

Finding Number 1999-20773-007

CFDA Title and Number Community Development Block Grant CFDA #14.228
Federal Award Number / Year AD-96-167-1, AF-97-167-1, AF-98-167-1

Federal Agency U.S. Department of Housing and Urban Development
Pass-Through Agency Ohio Department of Development

Noncompliance Citation

According to the State of Ohio Department of Development, Office of Housing and Community Partnership
Financial Management Rules and Regulations Handbook, Section (A)(3)(f), the grantee must develop a cash
management system to ensure compliance with the Fifteen Day Rule relating to prompt disbursement of
funds. This rule states that fund drawn downs should be limited to amounts that will enable the grantee to
disburse the funds on hand to a balance of less than $5,000 within fifteen days of receipt of any funds. Lump
sum draw downs are not permitted. Escrow accounts are permitted only in the case of rehabilitation of
private property. For the purpose of the Fifteen Day Rule only, funds deposited into an escrow account will
be considered expended, but it should be noted that funds may only be in an escrow account for 20 days.

The City Auditor and Community Development Department did not maintain accurate ledgers that enable
management to monitor expenditures made from each draw. The City Auditor’'s and Department’s ledgers
did not contain the proper information (the draws were not properly posted to the ledgers). A comparison of
the draws to the expenditures for each of the funds revealed the following:

From Grant AD-96-167-1:

Draws were made in the amount of $208,436 during 1999 from Grant AD-96-167-1. The receipt of
the final draw request was dated October 28, 1999. The expenditures for the grant, according to the
schedule of expenditures, totaled only $187,805. As a result, $20,631 was not expended from the
amount drawn during 1999.

From Grant AF-97-167-1:

Draws were made in the amount of $16,850 for administrative costs during 1999. The draw was
receipted in on February 1, 1999 by the City of Portsmouth. However, a review of the schedule of
expenditures indicated that there were no administrative costs charged to Grant AD-97-167-1 during
1999. Therefore the draw was not expended within 15 days as required.

From Grant AF-98-167-1

Draw number 202 dated October 27, 1999 was requested from Grant AF-98-167-1 in the amount of
$35,700. The total expenditures during 1999 from this Grant amounted to only $13,937. Therefore,
the money was not expended within 15 days of receipt as required.

We recommend that the City establish separate funds for each grant with cash management requirements
(see Finding 1999-20773-004). The City should monitor the cash balances in these funds to determine when
and how much cash to request. This will help ensure that the monies drawn down are expended within 15
days as required by the Fifteen Day Rule.
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CITY OF PORTSMOUTH
SCIOTO COUNTY
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
OMB CIRCULAR A-133, § .505
DECEMBER 31, 1999
(Continued)

3. FINDINGS AND QUESTIONED COSTS FOR FEDERAL AWARDS (Continued)

FINDING NUMBER 1999-20773-007 (Continued)
4. Cash Management - Noncompliance Citation (Continued)
Due to the different interpretations of the City Charter of which department is responsible for these functions,
we recommend the City consult its Solicitor for a clear interpretation of the City Charter to determine

responsibility for maintaining the necessary detailed documentation.

5. Davis Bacon Act

Finding Number 1999-20773-008

CFDA Title and Number Community Development Block Grant CFDA #14.228
Federal Award Number / Year AD-96-167-1, AF-97-167-1, AF-98-167-1

Federal Agency U.S. Department of Housing and Urban Development
Pass-Through Agency Ohio Department of Development

Noncompliance Citation and Questioned Costs

According to 40 U.S.0O. 276a-7 when required by the Davis-Bacon Act, the Department of Labor’'s (DOL)
government-wide implementation of the Davis-Bacon Act, or the Federal program legislation, all laborers and
mechanics employed by contractors or subcontractors to work on construction contracts in excess of $2,000
financed by Federal assistance funds must be paid wages not less than those established for the locality of
the project (prevailing wage rates) by the DOL.

The City did not obtain adequate assurance and maintain sufficient documentation that contractors paid
employees at least the prevailing wage rates on all construction contracts in excess of $2,000. Additionally,
there was no indication that the City performed site visits on such construction projects to help ensure that
proper wages were being paid to the employees of the contractors. Due to the lack of documentation,
$62,253 of amounts paid for construction contracts from Federal funds are considered to be questioned
costs.

We recommend that the City prepare and maintain copies of written contracts for all construction projects
financed with Federal Financial Assistance. In addition, the contracts should include language that
demonstrates that the contractors have been informed of the Davis-Bacon requirements and agree to comply
with the requirements. We further recommend that the City appoint a prevailing wage coordinator or other
individual to make site visits on construction projects and speak with the employees to ensure that the
contractors are complying with Davis Bacon Act Requirements.
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CITY OF PORTSMOUTH
SCIOTO COUNTY
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
OMB CIRCULAR A-133, § .505
DECEMBER 31, 1999
(Continued)

3. FINDINGS AND QUESTIONED COSTS FOR FEDERAL AWARDS (Continued)

6. Procurement

Finding Number 1999-20773-009

CFDA Title and Number Community Development Block Grant CFDA #14.228
Federal Award Number / Year AD-96-167-1, AF-97-167-1, AF-98-167-1

Federal Agency U.S. Department of Housing and Urban Development
Pass-Through Agency Ohio Department of Development

Reportable Condition

The City awarded several contracts to S&L Construction along with Central Heating and Air, which are owned
by the same people. Total payments from Federal Funds to these companies during 1999 was $39,859. The
City did not have conflict of interest statements on file for employees with procurement responsibilities for
contracts of federal monies.

In addition, S&L Construction has office space in the Community Development building (17" Street Armory),
which is leased by the City of Portsmouth from the State of Ohio Adjutant General’'s Department. Per the
lease agreement between the City and S&L Construction, the cost of renovations made to the 17" Street
Armory by S&L Construction will be deducted from the rent on a monthly basis until the cost of the
renovations are met. Per review of the CDBG expenditures, there were expenditures made to S&L
Construction for some of the renovations. However, there was no documentation provided as of October 20,
2000, to indicate the total amount of renovations done by S&L Construction to the 17" Street Armory.
Therefore, we are unable to determine if the rent is being deducted in accordance with addendum to the
lease agreement which was neither signed nor dated.

We recommend that the City prepare and maintain conflict of interest statements for all individuals with any
procurement responsibilities in an effort to help ensure that contracts are awarded through open competition
as required. We further recommend that the City maintain documentation as to the total renovations of the
17" Street Armory and the respective rent being deducted. The City should recognize a revenue and
expenditure for the amount of rent each month in order to properly reflect the activity.
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CITY OF PORTSMOUTH
SCIOTO COUNTY
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
OMB CIRCULAR A-133, § .505
DECEMBER 31, 1999
(Continued)

3. FINDINGS AND QUESTIONED COSTS FOR FEDERAL AWARDS (Continued)

7. Program Income

Finding Number 1999-20773-010

CFDA Title and Number Community Development Block Grant CFDA #14.228
Federal Award Number / Year AD-96-167-1, AF-97-167-1, AF-98-167-1

Federal Agency U.S. Department of Housing and Urban Development
Pass-Through Agency Ohio Department of Development

Noncompliance Citation and Questioned Costs

24 C.F.R. Part 570.504 outlines the compliance requirements of program income from Community
Development Block Grant programs. 24 C.F.R. Part 570.500 defines program income as gross income
received by a grantee directly generated from the use of OHCP administered funds distributed by the State.
The City of Portsmouth generates program income from loan collections and interest on investments. For
administrative expenses, communities may expend up to 20% or $50,000, whichever is less, of program
income received each calendar year for administrative expenses directly related to managing those funds.
Time sheets and proper source documentation must be maintained substantiating these expenses, as well
as demonstrating a direct relationship between the expenses and the administration of the program income
activities. Program income is governed by the same regulations, procedures and requirements that govern
the OHCP-administered program which generated the funds. Program income may be retained by the City
if the program income will be used to continue the activity from which the program income was derived.
Funds not expended in that same manner must receive prior approval from the State.

Further, the City must maintain financial records on the receipt and expenditures of program income funds
separately from other CDBG program funds currently being administered at the local level (see Finding 1999-
20773-004). The City is required to report to OHCP on a semi-annual basis using the Semi-Annual RLF
Status Report.

24 C.F.R. Part 570.504 states that program income generated through an economic development revolving
fund capitalized by Economic Development or Formula Program funds must be expended on additional loan
financing to eligible businesses. The unit of general local government may, however, use a portion of the
revolving fund for eligible public infrastructure improvements resulting in job creation upon prior approval by
the State.

The City’s program income for 1999 amounted to $87,109. Of the total expenditures of program income from
the Revolving Loan Funds, $34,081 included the purchase of a car, a computer, a projector, office supplies,
office equipment, electric bills, phone bills, etc. Some of the abovementioned expenditures were
administrative in nature and exceeded the 20% allowance described above. Additionally, no programincome
was expended on additional loan financing as required. Additionally, the City did not maintain timesheets
for employees or contract consultants that substantiated the amount of time worked on each of the programs
administered. The City also did not maintain usage records to demonstrate the direct relationship of the use
of supplies, etc. for expenditures from the program income. Based on this information, $34,081 are
considered questioned costs from the expenditure of program income of the Revolving Loan Program of the
City of Portsmouth.
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CITY OF PORTSMOUTH
SCIOTO COUNTY
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
OMB CIRCULAR A-133, § .505
DECEMBER 31, 1999
(Continued)

3. FINDINGS AND QUESTIONED COSTS FOR FEDERAL AWARDS (Continued)

FINDING NUMBER 1999-20773-010 (Continued)
7. Program Income - Noncompliance Citation and Questioned Costs (Continued)
24 C.F.R. Part 570.504 (Continued)

We recommend that the City review the requirements for the expenditure of program income to ensure that
expenditures are made in accordance with the requirements for program income. We further recommend
thatthe City maintain accurate and detailed timesheets and usage records to substantiate charges for payroll,
supplies, utilities, etc. to program income. Additionally, we recommend that the City Auditor’s Office develop
a separate fund or set of accounts for each of the programs administered by the Community Development
Department. By having a separate set of accounts, greater control over the expenditures for each of the
grants can be maintained. In addition, reporting on the grants to meet requirements would be easier, since
the information would be properly separated on the ledgers of the City.

8. Reporting
Finding Number 1999-20773-011
CFDA Title and Number Community Development Block Grant CFDA #14.228
Federal Award Number / Year AD-96-167-1, AF-97-167-1, AF-98-167-1
Federal Agency U.S. Department of Housing and Urban Development
Pass-Through Agency Ohio Department of Development

Noncompliance Citation

All Community Development Block Grant Program funds are required to be reported to the State of Ohio,
Department of Development. There are two required reports: Form DS5 - Request for Payments and Status
of Funds Report; and the Final Performance Report. The Request for Payments report is used by the local
governments to make draw downs from the Ohio Department of Development. The Final Performance
Report must be completed and submitted to OHCP. The grant agreements require the City to submit to the
Ohio Department of Development a Status Report beginning six months after the effective date of the
agreements and a Final Performance report at the conclusion of the program.

The City did not properly and timely complete status reports as required by the Grant agreements. The Grant
Agreement for Grant number A-F-97-167-1 stated that the final performance report for the grant was due on
December 31, 1999. However, the final performance report was not completed. The Status Report for Grant
number A-F-98-167-1 dated March 2, 1999 reported that no expenditures had been made from the Grant.
However, the schedule of expenditures showed that money had been expended during February, 1999. A
letter received by the City during 1998 indicated that the required report for Grant number A-F-97-167-1 was
not timely completed. The Ohio Department of Development had to send a letter to notify the City that the
reporting requirements had not been met.

We recommend that the City prepare and submit the required reports accurately and timely to prevent
possible sanctions to the City of Portsmouth. Additionally, we recommend that a tracking system be
developed to help management identify when reports are due. This can help to ensure that the reports are
completed timely.
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CITY OF PORTSMOUTH
SCIOTO COUNTY
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
OMB CIRCULAR A-133, § .505
DECEMBER 31, 1999
(Continued)

3. FINDINGS AND QUESTIONED COSTS FOR FEDERAL AWARDS (Continued)

9. Subrecipient Monitoring

Finding Number 1999-20773-012

CFDA Title and Number Community Development Block Grant CFDA #14.228
Federal Award Number / Year AD-96-167-1, AF-97-167-1, AF-98-167-1

Federal Agency U.S. Department of Housing and Urban Development
Pass-Through Agency Ohio Department of Development

Noncompliance Citation (Continued)

A review of the procedures used to monitor the subrecipient of the Community Development Block Grant
funding of the City of Portsmouth indicated that the Community Development Department of the City of
Portsmouth did not meet all of the requirements.

Per OMB Circular A-133 §___.400(d), a pass-through entity is responsible for:

. Identifying to the subrecipient the Federal award information and applicable compliance
requirements.

. Monitoring the subrecipient’s activities to provide reasonable assurance that the subrecipient
administers the Federal awards in compliance with Federal Requirements.

. Ensuring that required audits are performed and requiring the subrecipient to take prompt
corrective action on any audit findings.

. Evaluating the impact of subrecipient activities on the pass-through entity’s ability to comply

with applicable Federal regulations.

The Community Development Department did not review reports prepared by the Greater Portsmouth
Enterprise Community Corporation (GPECC), the subrecipient. The City of Portsmouth did have a written
Subrecipient Agreement, which referred to the Grant Agreement. GPECC asked the City of Portsmouth to
sponsor the grant. Therefore, GPECC was aware of the source of the funding and the related requirements.
The Community Development Department did not obtain and review the latest audit report of the GPECC
which was available to ensure compliance with applicable requirements.

We recommend that the City of Portsmouth increase its monitoring activities of grant subrecipients. The
Community Development Department should review detailed reports prepared by the subrecipients prior to
submitting information to ODOD. The Community Development Department should monitor GPECC to
ensure that it receives an audit in accordance with OMB Circular A-133, if required. In addition, the
Community Development Department should obtain and review the annual audit report of GPECC to gain
some assurance that GPECC is complying with applicable requirements of Federal Programs as noted in the
Single Audit Report, as well as to ensure that GPECC is effectively addressing any deficiencies noted.
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CITY OF PORTSMOUTH
SCIOTO COUNTY
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
OMB CIRCULAR A-133, § .505
DECEMBER 31, 1999
(Continued)

3. FINDINGS AND QUESTIONED COSTS FOR FEDERAL AWARDS (Continued)

10. Improper Use of Program Income

Finding Number 1999-20773-013

CFDA Title and Number Community Development Block Grant CFDA #14.228
Federal Award Number / Year AD-96-167-1, AF-97-167-1, AF-98-167-1

Federal Agency U.S. Department of Housing and Urban Development
Pass-Through Agency Ohio Department of Development

Reportable Condition and Questioned Costs

During 1999, $77,000 was transferred from the Business Revolving Loan Fund Savings Account to other
funds of the City. The City’s General Checking Account received $20,000 of the funds, while the Community
Development Checking Account received $57,000 of the funds. This indicates that the City is using the
Program Income of the Business Revolving Loan fund to subsidize the Community Development Block Grant
Programs of the City. Additionally, it was noted that from January 1, 2000 through April 30, 2000, $98,410
was transferred out of the Business Revolving Loan Fund and into the Community Development Checking
Account to meet the expenditures of the Department. There is no indication that the money has been
refunded to the Business Revolving Loan Saving Account.

Such activities are an indication that the City is overspending the grant funds and are improperly using
program income from other programs to subsidize the expenditures. We therefore question $77,000
transferred from the Business Revolving Loan Fund Savings Account.

We recommend that the Community Development Department work with the City Auditor's Office to
determine the amount of money that was transferred from the Business Revolving Loan Savings Account to
the Community Development Checking Account and spent on grant activities. The funds should be refunded
to the Business Revolving Loan Savings Account. We further recommend that the City more closely monitor
the grant expenditures to prevent expending more money than has been allowed for the project. If
expenditures cannot be kept within the budgeted amounts, program income from another program should
not be used to subsidize the expenditures.
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CITY OF PORTSMOUTH
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3. FINDINGS AND QUESTIONED COSTS FOR FEDERAL AWARDS (Continued)

11. Activities Allowed/Unallowed

Finding Number 1999-20773-014

CFDA Title and Number Community Development Block Grant CFDA #14.228
Federal Award Number / Year AD-96-167-1, AF-97-167-1, AF-98-167-1

Federal Agency U.S. Department of Housing and Urban Development
Pass-Through Agency Ohio Department of Development

Noncompliance Citation and Questioned Costs

OMB Circular A-87, 24 C.F.R. Part 570.482(a), and Section 105(a) of the Housing and Community
Development Act of 1974 outline the activities allowed under the Community Development Block Grant
Program. Each activity that is funded must either benefit low and moderate income families; aid in the
prevention/elimination of slums or blight; or meet other community development needs having a particular
urgency because existing conditions pose a serious and immediate threat to the health or welfare of the
community where other financial resources are not available. Grant agreements, attachments, grant
applications, and any amendments to the grant agreement outline the specific activities allowed under the
grant. Grantee’s must specifically adhere to these documents.

OMB Circular A-87, 24 C.F.R. Part 570.482(a), and Section 105(a) of the Housing and Community
Development Act of 1074 (Continued)

The City did not maintain sufficient documentation to support the expenditures of the Community
Development Block Grant Funds. Of the total expenditures made from Community Development Block Grant
monies and program income from Community Development Block Grant Revolving Loan monies, there were
$115,447 in expenditures for which the City of Portsmouth could not identify a specific grant or program from
which the expenditures were made. For instance, the City expended $10,166 in CDBG funds for a “Levee
Walk” Project which was not included in the grant guidelines, thus rendering the activities unallowed (see
Finding 1999-20773-015).

As aresult of the lack of sufficient documentation to support the expenditures and the expenditure of CDBG
Funds for activities unallowed, $26,923 are considered to be questioned costs from Community Development
Block Grant Funds.

We recommend that the Community Development Department and/or other members of management of the
City of Portsmouth review the requirements of the Community Development Block Grant Programs as
outlined in the Ohio CDBG Small Cities Program Handbook, Grant Agreements, the Code of Federal
Regulations, etc. to ensure that activities charged as grant activities are allowable and in accordance with
program requirements. Each expenditure of Community Development Block Grant money should be
reviewed by a responsible, knowledgeable member of management to ensure that the activity is allowed
under the program guidelines.
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SCIOTO COUNTY
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
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DECEMBER 31, 1999
(Continued)

3. FINDINGS AND QUESTIONED COSTS FOR FEDERAL AWARDS (Continued)

12. Allowable Costs/Cost Principles

Finding Number 1999-20773-015

CFDA Title and Number Community Development Block Grant CFDA #14.228
Federal Award Number / Year AD-96-167-1, AF-97-167-1, AF-98-167-1

Federal Agency U.S. Department of Housing and Urban Development
Pass-Through Agency Ohio Department of Development

Finding for Adjustment

City of Portsmouth Ordinance Number 1998-104 was passed by City Council directing the Mayor to apply for
a Nature Works grant from the Ohio Department of Natural Resources. The grant requires a twenty-five
percent local match of funds. Ordinance 1998-104 states that the local funds for the proposed Levy Walk
Extension Phase IV were to come from the 1999 Capital Improvement Projects (CIP) budget. However, the
City paid $10,166 from the Community Development Block Grant moneys as matching funds for this project.
This was determined to not only be a violation of Ordinance 1998-104, but also an improper expenditure of
Community Development Block Grant Funds according to 24 C.F.R. 570.482(a).

In accordance with the forgoing facts, a Finding for Adjustment is hereby issued against the CIP Fund in the

amount of ten thousand one hundred sixty-six dollars ($10,166.00) and in favor of the Community
Development Fund.
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SCHEDULE OF FINDINGS AND QUESTIONED COSTS

CITY OF PORTSMOUTH
SCIOTO COUNTY

OMB CIRCULAR A-133, § .505
DECEMBER 31, 1999
(Continued)

3. FINDINGS AND QUESTIONED COSTS FOR FEDERAL AWARDS (Continued)

SUMMARY OF QUESTIONED COSTS BY GRANT AND COMPLIANCE REQUIREMENT

The following table summarizes the questioned costs by grant and compliance requirement:

HRLF: Housing Revolving Loan Fund
BRLF: Business Revolving Loan Fund

Note 1

Grant Number Program Income
Unknown
Finding Compliance AD-96- AF-98- Grant/
Number Requirement 167-1 167-1 HRLF BRLF Program Total
1999-20773- | Allowable
005 Costs/Cost $16,260 $4,779 $94,274 $115,313
Principles
1999-20773- | Insufficient Davis 62,253
008 Bacon 62,253
Documentation
1999-20773- | Program Income $24,111 $9,970 34,081
010
1999-20773- | Program Income - 77,000 77,000
013 Bank Transfers
1999-20773- | Activities Allowed/ 59 5,691 21,173 26,923
014 Unallowed
Total Questioned Costs $78,572 | $10,470 | $24,111 $86,970 $115,447 $315,570

The “Unknown Grant/Program” Column is a result of the lack of sufficient documentation maintained by the
Community Development Department. Due to the lack of documentation, there were numerous expenditures
for which no grant/program was identified. This resulted in all such expenditures being considered
guestioned costs.
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CITY OF PORTSMOUTH

SCIOTO COUNTY

SCHEDULE OF PRIOR AUDIT FINDINGS
OMB CIRCULAR A-133 § .315(b)
DECEMBER 31, 1999

Finding Finding Fully Not Corrected, Partially Corrected;
Number Summary Corrected? | Significantly Different Corrective Action
Taken; or Finding No Longer Valid:;
Explain:
1998-20773- Appropriation Yes
001 amendments were not
made at the same level
of control as the original
appropriations.
1998-20773- Community Development | No Not Corrected. This will be repeated for
002 Block Grant records were this audit.

not maintained in
sufficient detail to
determine what project
and year the federal
program disbursements
represented.
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CITY OF PORTSMOUTH
SCIOTO COUNTY

CORRECTIVE ACTION PLAN

OMB CIRCULAR A-133 § .315 (c)

DECEMBER 31, 1999

Finding Planned Corrective Anticipated Responsible
Number Action Completion Contact Person
Date

1999- The City Auditor provides City Council with monthly | 10/27/00 City Auditor/City
20773- reports of appropriation, revenues and expenditures. Council
001 The Auditor will monitor appropriations and make

recommendations as necessary to Council in order to

ensure that appropriations do not exceed estimated

resources. The Auditor will monitor actual revenues

againstthe estimated resources and requestamended

certificates as necessary.
1999- The City Auditor will monitor appropriations to ensure | 10/27/00 City Auditor
20773- that expenditures do not exceed appropriations at the
002 legal level of control and make recommendations to

the Mayor or the effected departments if additional

appropriations within the available resources are

necessary.
1999- The Clerk of Municipal Court is continuing to work to | 1/31/00 Clerk of Courts
20773- resolve the variances between the reconciled bank
003 amounts and Open Items List in order to ensure that

all monies are disbursed properly. The Clerk will pay
out or refund all open items, identify any other
variances in civil and all other accounts and make
corrections as necessary.
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CITY OF PORTSMOUTH
SCIOTO COUNTY
CORRECTIVE ACTION PLAN
OMB CIRCULAR A-133 § .315 (c)
DECEMBER 31, 1999
(Continued)

Finding Planned Corrective Anticipated Responsible
Number Action Completion Contact Person
Date
1999- The Community Development Department has | 1/31/00 City Auditor/
20773- instituted and will maintain, in conjunction with the Community
004 financial reports of funds and accounts maintained by Development
the Finance Department, a general ledger account for Director

the purpose of recording year-to-date receipts, draw-
down requests and check disbursements for each
grant and revolving loan program administered, as set
forth in the Corrective Action Plan in the 1998 audit.
Further, The Community Development Department
will reconcile their general ledger on a monthly basis
with the budgetary reports provided by the Portsmouth
City Finance Department. The Community
Development Department will further provide copies of
such general ledger, as well as any and all additional
documentation regarding the grant agreement and
specifications to the Finance Department upon
request.

The current finance software system used by the City
has the ability and is in place to properly track these
accounts. The Finance Department has established
a separate set of accounts within the Community
Development fund for each of the grants/programs
administered by the Community Development
Department for the purpose of segregating the
individual grant/program appropriations, and providing
additional aid, assistance and control to the
department in their tracking of same. The Finance
Department will work with the Community
Development Department to reconcile the records of
the Community Development programs.

The City Auditor, pursuant to the Section 42 of the City
of Portsmouth and Section 133.03 of the Codified
Ordinances of the City of Portsmouth “shall prescribe
the form and method of keeping accounts by all other
departments and the form of accounts and reports to
be rendered to hi department”. All references to the
responsibility of maintaining necessary detailed
documentation are addressed by and through the
fiscal policy promulgated by the City Auditor under
authority of the Charter and Codified Ordinance of the
City of Portsmouth.
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Number

Planned Corrective
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Anticipated
Completion
Date

Responsible
Contact Person

1999-
20773-
005

The Community Development Director will undertake
appropriate training to develop a budget and either a
cost allocation plan (CAP) or indirect cost rate
proposals (IDCRP). The Community Development
Director will develop such a plan for submission to the
City Auditor. The Community Development
Department will maintain documentation as to how the
City arrived at the rates or allocation plan to be used.
The development of such plans will not result in
arbitrary charges. The Community Development
Department will maintain documentation of the actual
time worked on each specific project and grant for the
charging of payroll of employees and paid consultants
and will maintain all documentation necessary to
substantiate any and all charges to the Community
Block Grants to ensure compliance with applicable
requirements.

12/31/01

Community
Development
Director

1999-
20773-
006

The Community Development Department will follow
the City's Fixed Asset Policy and Program by
conducting a complete inventory and preparing the
required fixed asset acquisition and disposal forms as
required by the Finance Department in order to
maintain a current record of all assets. Further, the
Community Development Department will follow the
designated procedure for obtaining prior approval bye
the Office of Housing and Community Partnerships
(OHCP) for any acquisition of $5,000 or more to
assure compliance with Federal, State and/or local
regulations.

12/31/00

City Auditor/
Community
Development
Director

1999-
20773-
007

The Community Development Department, as
Administrator, will develop a cash management
system to ensure compliance with the Fifteen Day
Rule, as set forth in the State of Ohio Department of
Development, Office of Housing and Community
Partnership Financial Management Rules and
Regulations Handbook, Section (A)(3)(f). The City will
regularly monitor the cash balances to ensure to
ensure compliance of the Fifteen Day Rule.

12/31/00

City Auditor/
Community
Development
Director
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1999-
20773-
008

The Community Development Department will prepare
and maintain copies of written contracts for all
construction projects financed with Federal Financial
Assistance. The contracts will include language that
demonstrates the contractors have been informed of
the Davis-Bacon requirements and agree to comply
with the requirements. The Mayor will appoint a
prevailing wage coordinator or other individual to
make site visits on construction projects and speak
with the employees to ensure that the contractors are
complying with Davis-Bacon Act requirements.
Copies of any such contracts will be provided to the
Auditor upon request.

06/30/01

Community
Development
Director/Mayor

1999-
20773-
009

The Community Development Department will prepare
and submit to the Office of the Mayor conflict of
interest statements for any individuals with
procurement responsibilities to help ensure that
contracts are awarded through open competition, as
required. The City will maintain documentation as to
the total renovations of the Seventeenth Street
Community Center and the respective rent being
deducted. The City Auditor, upon submission of
proper documentation from a Department designated
by the Mayor, will recognize a revenue and
expenditure for the amount of rent each month in
order to properly reflect the activity.

12/31/00

City Auditor/

Community
Development
Director/Mayor

1999-
20773-
010

The Community Development Director and/or such
representatives as he shall designate will undertake
training regarding the requirements for the
expenditure of program income to ensure
expenditures are made in accordance with the
requirements for program income or will obtain
training materials necessary to review said
requirements. The Community Development Director
will recommend to City Council an appropriate sum of
money for such training. The Community
Development Department will maintain accurate and
detailed timesheets and usage records to substantiate
charges for payroll, supplies, utilities, etc., to program
income and submit same to the City Auditor upon
request.

12/31/01

Community
Development
Director
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1999-
20773-
011

Using the system established in this corrective action
plan, the Community Development Department will
prepare and submit the required reports in an
accurately and timely fashion to prevent possible
sanctions against the City of Portsmouth. Such
reports will also be submitted to the City Auditor,
Mayor, and City Council. The Community
Development Department will develop a tracking
system to help management identify when such
reports are due, providing notices of such due dates to
the Mayor, City Auditor, and City Council. This can
help ensure the reports are completed timely.

12/31/00

Community
Development
Director

1999-
20773-
012

The City of Portsmouth will increase its monitoring
review of grant subrecipients. The Community
Development Department will review detailed reports
prepared by the subrecipients prior to submitting
information to the Ohio Department of Development
(ODOD). The Community Development Department
will monitor the Greater Portsmouth Enterprise
Community Corporation (GPECC) to ensure that it
receives an audit in accordance with OMB Circular A-
133, if required. In addition, the Community
Development Department will request and review the
annual audit report of GPECC attempting to gain
some assurance the GPECC is complying with
applicable requirements of Federal Programs as noted
in the Single Audit Report, as well as to assure that
GPECC is effectively addressing any deficiencies
noted.

12/31/00

Community
Development
Director

1999-
20773-
013

The Department of Finance has made the necessary
transfers to reimburse the Business and Housing
Revolving Loan accounts for any and all monies for
the purpose of subsidizing the Community
Development checking account. Further, the
Department of Finance will not make future transfers
for the purpose of subsidizing the Community
Development checking account to ensure compliance
and prevent possible over-expenditures to prevent
expending more money than has been allowed for the
project. If expenditures for a particular grant cannot
be kept within budgeted amounts for that grant,
program income from another program will not be
used to subsidize the expenditures.

10/23/00

City Auditor/
Community
Development
Director/Mayor
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1999-
20773-
014

The Community Development Director, and/or such
representatives as he shall designate, provided such
funds are available, will undertake training to or will
review the requirements of the Community
Development Block Grant Programs as outlined in the
Ohio CDBG Small Cities Program Handbook, Grant
Agreements, the Code of Federal Regulations, etc., to
ensure activities charged as grant activities are
allowable and in accordance with program
requirements. Each expenditure of Community
Development Block Grant Funds will be reviewed by
a responsible, knowledgeable member of
management to ensure the activities are allowable
under the program guidelines. The Community
Development Director will recommend to City Council
an appropriate sum of money for such training.

12/31/01

City Auditor/
Community
Development
Director/
Mayor

1999-
20773-
015

The City Auditor has reimbursed from the CIP Fund
the amount of $8,626, representing partial
reimbursement for expenses charged against the
Community Development Fund for the Levee Walk.
The balance of such reimbursement in the amount of
$2,040 is pending communication/reimbursement of
overpayment by the vendor.

12/31/00

City Auditor
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88 East Broad Street
STATE OF OHIO P.O. Box 1140

OFFICE OF THE AUDITOR Columbus, Ohio 43216-1140

Telephone  614-466-4514
JiM PETRO, AUDITOR OF STATE 800-282-0370

Pacsimile  614-466-4490

CITY OF PORTSMOUTH

SCIOTO COUNTY

CLERK'S CERTIFICATION
Thisis atrue and correct copy of thereport 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.

desarn Poublitt

CLERK OF THE BUREAU

CERTIFIED
NOVEMBER 28, 2000
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