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REPORT ON COMPLIANCE AND ON INTERNAL CONTROL REQUIRED BY
GOVERNMENT AUDITING STANDARDS

Members of City Council
City of North Olmsted
Cuyahoga County
5200 Dover Center Road
North Olmsted, Ohio 44070

We have audited the financial statements of the City of North Olmsted, Cuyahoga County, Ohio, (the City)
as of and for the year ended December 31, 1999, and have issued our report thereon dated July 28, 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. However, we noted certain immaterial instances of noncompliance, which we have reported to
management of the City in a separate letter dated July 28, 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
certain matters involving the internal control over financial reporting 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 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. Reportable conditions are described in the
accompanying schedule of findings as items 1999-20818-001 to 1999-20818-003.
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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, of the reportable conditions described above, we
consider item 1999-20818-001 to be 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
the management of the City in a separate letter dated July 28, 2000.

This report is intended for the information and use of management and City Council, and is not intended to
be and should not be used by anyone other than these specified parties.

Jim Petro
Auditor of State

July 28, 2000
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CITY OF NORTH OLMSTED
CUYAHOGA COUNTY

FISCAL YEAR ENDED DECEMBER 31, 1999

SCHEDULE OF FINDINGS

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

Comments denoted with an asterisk (*) appeared in the prior audit report.

Finding Number 1999-20818-001

*Cash Reconciliation

A review of the City’s reconciliation procedures disclosed the following weakness:

The City did not reconcile the general and payroll accounts on a monthly basis. The general accounts and
payroll accounts were not reconciled until after year end.

We recommend the Finance Department reconcile all bank accounts on a monthly basis and present the
monthly financial statements, in line with the reconciled cash balances to City Council, no later than fifteen
days after the close of the month as stated in the City’s Codified Ordinance 135.07. 

Implementing this recommendation will allow for timely preparation of accurate monthly financial statements
that will provide all levels of management and elected officials the pertinent information needed to make
better decisions. Implementing these recommendations will also help enhance the safeguarding of City
assets and lay the foundation for timely preparation of year-end reports, timely audits, and more efficient and
effective government.

Finding Number 1999-20818-002

           
* Compensated Absences

The City currently has each department head or his designee account for vacation time for the employees
in each department.  Decentralization of this function has led to numerous errors, as well as inconsistencies
in reporting.  Vacation balances have been misstated resulting in adjustments to the compensated absences
liability on the balance sheet of the City.   

Each department has its own method for keeping vacation records.  Some departments record vacation in
days, other departments record in hours.  Each department handled requests for vacation leave differently,
and in many cases department records were incomplete.

The City should centralize and computerize leave balances and activity.  Centralization would help to ensure
the validity of sick leave/vacation balances and prevent possible erroneous usage or payouts.  The City
should also develop a standardized leave form to be used by every department which would be filled out
and signed by the employee and his/her immediate supervisor and forwarded to the Finance Department
each pay period.  Accrued leave time and time taken should be provided to the employees on a regular
basis, preferably on their pay check stubs at each pay date. The City should also double check its
methodology and calculation of the compensated absences liability to ensure that the liability is properly
recorded.
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CITY OF NORTH OLMSTED
CUYAHOGA COUNTY

FISCAL YEAR ENDED DECEMBER 31, 1999

SCHEDULE OF FINDINGS
(Continued)

Finding Number 1999-20818-003

* Separation Payments

The Finance Department of the City should develop procedures to certify the calculation of separation
payments.  The lack of procedures may lead to overpayments by the City and loss of public money.
Currently, the City payroll clerk does not track vacation time.  Vacation leave is a key component in the
calculation of separation payment.  Vacation leave is accrued by the individual department heads.  The
payroll clerk is unable to verify if an employee is eligible to receive or has used any vacation time.  The
Finance Department should have a means to verify the leave hours reported to it by the department heads
to avoid errors and/or overpayments.  Additionally, the City ordinance addressing separation payments does
not clearly define the word retirement.  Therefore, the potential exists for an employee to indicate his/her
retirement, when in reality they do not meet the age and service requirements of the defined benefit pension
plan. 

The separation payment calculation should be centralized and verified by all departments involved.  The City
does not have a formal policy to certify the calculation of separation payments.  The amount due to an
employee is calculated in the department and a letter is sent to the Finance department.  Verification of
vacation hours is difficult because supporting data is not given to the Finance Department and some final
pays combine regular hours and termination pay.  This makes it difficult to verify that the correct amount was
paid.  This weakness may lead to overpayments by the City.

To improve controls over the separation payments, the City should establish a policy stating that all
separation payments be certified by the Finance Director, the Finance Department Payroll Clerk, the Director
of the separating employee’s department and the employee seeking separation.  All four parties should sign
the separation form to verify the correct amount  is being paid.  Termination pay should be categorized the
same way and recorded separately from regular pay.  We recommend the City establish a formal policy to
certify the calculation of separation payments and clearly define the term retirement in the City ordinance.







































































































































































































































































































































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 NORTH OLMSTED

CUYAHOGA 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
SEPTEMBER 19, 2000


