
CITY OF MIDDLETOWN
 BUTLER COUNTY

SINGLE AUDIT

FOR THE YEAR ENDED DECEMBER 31, 1999





CITY OF MIDDLETOWN
TABLE OF CONTENTS

TITLE PAGE

Report of Independent Accountants . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Under Separate Cover

Comprehensive Annual Financial Report . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Under Separate Cover

Schedule of Federal Awards Expenditures . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1

Notes to Schedule of Federal Awards Expenditures . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2

Report of Independent Accountants on Compliance and on
    Internal Control Required by Government Auditing Standards . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3

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 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5

Schedule of Findings . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7



This page intentionally left blank.



CITY OF MIDDLETOWN
SCHEDULE OF FEDERAL AWARDS EXPENDITURES

 DECEMBER 31, 1999

FederalPass ThroughFEDERAL GRANTOR
CFDAEntity Pass Through Grantor

DisbursementsNumberNumberProgram Title

U.S. DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT
Passed through the Ohio Department of Development:

$805,45614.218N/ACommunity Development Block Grant Entitlements

1,909,67714.856N/AHousing Assistance for Low Income Families - Section 8

2,715,133Total U.S. Department of Housing and Urban Development

U.S. DEPARTMENT OF JUSTICE
Direct Grants

6,80516.710N/ACops in Schools Grant
30,44116.710N/ACommunity Oriental Policing Services (COPS FAST)
42,70716.710N/ACOPS Universal Hiring Program Grant

79,953Sub-total Direct Grants

Passed through the Ohio Office of Criminal Justice Services:
33,44416.592N/AFederal Block Grant
77,64916.592N/APolice Computer Grant

111,093Sub-total Passed through Ohio Office of Criminal Justice Services

191,046Total U.S. Department of Justice

U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES
Passed through the Ohio Department of Human Services

26,90693.6679-99-2627Title XX Social Services Block Grant

26,906Total Passed through Ohio Department of Human Services

Passed through the Ohio Department of Health
49,29093.268182-BImmunization Action Plan       

51,19293.991226-ETitle XIX, Preventive Health Block Grant
32,38893.991226-ITitle XIX, Cardiovascular Disease Risk Reduction Project

83,580Sub-total Title XIX

3,86793.9949-2-01-F-AI-320Block Grant Maternal and Child Health Services

136,737Total Passed through Ohio Department of Health

163,643Total U.S. Department of Health and Human Services

$3,069,822TOTAL FEDERAL AWARDS EXPENDITURES

 
The accompanying notes to this schedule are an integral part of this schedule.
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CITY OF MIDDLETOWN
NOTES TO SCHEDULE OF FEDERAL AWARDS EXPENDITURES

DECEMBER 31, 1999

NOTE A - SIGNIFICANT ACCOUNTING POLICIES

The accompanying Schedule of Federal Awards Expenditures summarizes activity of the City’s federal award
programs. The Schedule has been prepared on the cash basis of accounting.

NOTE B - 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 C - COMMUNITY DEVELOPMENT BLOCK GRANT (CDBG) REVOLVING LOAN PROGRAMS

The City has established a revolving loan program to provide low-interest loans to businesses in order to
create jobs for persons from low-moderate income households; and to eligible persons 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 amount is recorded as a
disbursement on the accompanying Schedule of Expenditures of Federal Awards. 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.
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250 West Court Street

Suite 150 E

Cincinnati, Ohio 45202

Telephone 513-361-8550
800-368-7419

Facsimile  513-361-8577

www.auditor.state.oh.us

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

City of Middletown
Butler County
One City Centre Plaza
Middletown, Ohio 45042

To the City Council:

We have audited the financial statements of the City of Middletown, Butler 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 audit in 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 no instances of noncompliance that are required to be reported under Government Auditing
Standards.  We noted certain instances of noncompliance that do not require inclusion in this report that we
have reported to the management of the City in a separate letter dated June 16, 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 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 as item 1999-20431-001.
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City of Middletown
Butler 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 weakness.  However, we do not believe the reportable condition described
above is 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 June 16, 2000.

This report is intended for the information and use of the audit committee, management, 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.

Jim Petro
Auditor of State

June 16, 2000
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250 West Court Street

Suite 150 E

Cincinnati, Ohio 45202

Telephone 513-361-8550
800-368-7419

Facsimile  513-361-8577

www.auditor.state.oh.us

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 Middletown
Butler County
One City Centre Plaza
Middletown, Ohio 45042

To the City Council:
Compliance

We have audited the compliance of the City of Middletown with the types of compliance requirements
described in the U.S. Office of Management and Budget (OMB) Circular A-133, Compliance Supplement
that is applicable to the 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.  Compliance with the requirements of laws, regulations, contracts and grants applicable to each of
its major federal programs is the responsibility of the City’s management. Our responsibility is to express an
opinion on the City’s compliance based on our audit.

We conducted our audit of compliance in accordance with 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 of Middletown’s compliance
with those requirements and performing such other procedures as we considered necessary in the
circumstances.  We believe that our audit provides a reasonable basis for our opinion.  Our audit does not
provide a legal determination on the City’s compliance with those requirements.

In our opinion, the City of Middletown complied, in all material respects, with the requirements referred to
above that are applicable to each of its major federal programs for the year ended December 31, 1999. 

Internal Control Over Compliance

The management of the City of Middletown 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. 

Our consideration of the internal control over compliance would not necessarily disclose all matters in the
internal control that might be material weaknesses.  A material weakness is a condition in which the design
or operation of one or more of the internal control components does not reduce to a relatively low level the
risk that noncompliance with applicable requirements of laws, regulations, contracts and grants that would
be material in relation to a major federal program being audited may occur and not be detected within a
timely period by employees in the normal course of performing their assigned functions.  We noted no
matters involving the internal control over compliance and its operation that we consider to be material
weaknesses.
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City of Middletown
Butler County
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
Page 2

This report is intended for the information and use of the audit committee, management, 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.

Jim Petro
Auditor of State

June 16, 2000
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CITY OF MIDDLETOWN
SCHEDULE OF FINDINGS

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

 1. SUMMARY OF AUDITOR’S RESULTS

(d)(1)(i) Type of Financial Statement Opinion Unqualified

(d)(1)(ii) Were there any material control
weakness conditions reported at the
financial statement level (GAGAS)?

No

(d)(1)(ii) Were there any other reportable control
weakness conditions reported at the
financial statement level (GAGAS)?

Yes

(d)(1)(iii) Was there any reported material non-
compliance at the financial statement
level (GAGAS)?

No

(d)(1)(iv) Were there any material internal control
weakness conditions reported for major
federal programs?

No

(d)(1)(iv) Were there any other reportable internal
control weakness conditions reported
for major federal programs?

No

(d)(1)(v) Type of Major Programs’ Compliance
Opinion

Unqualified

(d)(1)(vi) Are there any reportable findings under
§ .510?

No

(d)(1)(vii) Major Programs (list): Community Development Block Grant
CFDA:   14.218

(d)(1)(viii) Dollar Threshold: Type A\B Programs Type A: > $ 300,000
Type B: all others 

(d)(1)(ix) Low Risk Auditee? Yes

2. FINDINGS RELATED TO THE FINANCIAL STATEMENTS

REQUIRED TO BE REPORTED IN ACCORDANCE WITH GAGAS 

FINDING NUMBER 1999-20431-001

Reportable Condition

Transfers/Reclassifications

The Codification of Governmental Accounting and Financial Reporting Standards, Section 1800.106 states
that “All interfund transactions except loans or advances, quasi-external transactions and reimbursements
are transfers.”  Transfers which are not residual equity transfers (nonrecuring or nonroutine transfers of equity
between funds) should be classified as operating transfers.   A review of the City’s operating  transfers on
their financial statement revealed that not all of the transactions were a transfer or an actual permanent 
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CITY OF MIDDLETOWN
SCHEDULE OF FINDINGS

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

FINDING NUMBER 1999-20431-001 (Continued)

reallocation of moneys from fund to fund.  The majority of the transactions were  advances  from the General
Fund to the Downtown Improvement-Capital Improvement Fund having been  repaid during the same year
(there was no effect on the fund balance of either fund).  The other transactions improperly classified were
actual reimbursements.

We recommend the City use due care in evaluating all of their financial transactions and then properly
classify interfund transactions in accordance with generally accepted accounting principles.   Even though
there was no effect on the fund balance the transfers in and out were overstated. 

3. FINDINGS AND QUESTIONED COSTS FOR FEDERAL AWARDS 

None











































































































































































































































































































































































































































88 East Broad Street
P.O. Box 1140
Columbus, Ohio  43216-1140

Telephone 614-466-4514
800-282-0370

Facsimile  614-466-4490

CITY OF MIDDLETOWN

BUTLER COUNTY

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

CLERK OF THE BUREAU

CERTIFIED
AUGUST 31, 2000
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