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

City of Akron 
Summit County 
166 South High Street 
Akron, Ohio  44308 

To the City Council: 

We have audited the financial statements of the governmental activities, the business type activities, each 
major fund and the aggregate remaining fund information of the City of Akron, Summit County, Ohio, (the 
City) as of and for the year ended December 31, 2003, which collectively comprise the City’s basic 
financial statements and have issued our report thereon dated June 23, 2004.  We conducted our audit in 
accordance with auditing standards generally accepted in the United States of America and the standards 
applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller 
General of the United States. 

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 2003-01 through 2003-03.  We also noted certain immaterial instances of 
noncompliance that we have reported to management of the City in a separate letter dated June 23, 
2004.

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.  Our 
consideration of the internal control over financial reporting would not necessarily disclose all matters in 
the internal control over financial reporting that might be material weaknesses.  A material weakness is a 
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 misstatement in amounts that would be material in relation to 
the financial statements being audited may occur and not be detected within a timely period by 
employees in the normal course of performing their assigned functions.  We noted no matters involving 
the internal control over financial reporting and its operation that we consider to be material weaknesses.  
However, we noted other matters involving the internal control over financial reporting that do not require 
inclusion in this report, that we have reported to management of the City in a separate letter dated June 
23, 2004. 
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This report is intended for the information and use of 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. 

Betty Montgomery 
Auditor of State 

June 23, 2004 
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INDEPENDENT ACCOUNTANTS’ REPORT ON COMPLIANCE WITH REQUIREMENTS 
APPLICABLE TO EACH MAJOR FEDERAL PROGRAM AND ON INTERNAL CONTROL OVER 

COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133 

City of Akron 
Summit County 
166 South High Street 
Akron, Ohio  44308 

To the City Council: 

Compliance

We have audited the compliance of the City of Akron, Summit 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 each of its major federal programs for the year ended 
December 31, 2003.  The City’s major federal programs are 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 each of its major federal programs is 
the responsibility of City’s management. Our responsibility is to express an opinion on the City’s 
compliance based on our audit. 

We conducted our audit of compliance in accordance with auditing standards generally accepted in the 
United States of America; the standards applicable to financial audits contained in Government Auditing 
Standards issued by the Comptroller General of the United States; and OMB Circular A-133, Audits of 
States, Local Governments, and Non-Profit Organizations.  Those standards and OMB Circular A-133 
require that we plan and perform the audit to obtain reasonable assurance about whether noncompliance 
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. 

In our opinion, the City 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, 2003.  However, the 
results of our auditing procedures disclosed an instance of noncompliance with those requirements that is 
required to be reported in accordance with OMB Circular A-133 and which is described in the 
accompanying Schedule of Findings and Questioned Costs as item 2003-004.  

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.  
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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.  However, we noted other matters involving the internal control over federal 
compliance that do no require inclusion in this report, that we have reported to management of the City in 
a separate letter dated June 23, 2004. 

Schedule of Expenditures of Federal Awards 

We have audited the basic financial statements of the City as of and for the year ended December 31, 
2003, and have issued our report thereon dated June 23, 2004.  Our audit was performed for the purpose 
of forming an opinion on the basic financial statements taken as a whole.  The accompanying Schedule of 
Expenditures of Federal Awards is presented for purposes of additional analysis as required by OMB 
Circular A-133 and is not a required part of the basic financial statements.  Such information has been 
subjected to the auditing procedures applied in the audit of the basic financial statements and, in our 
opinion, is fairly stated, in all material respects, in relation to the basic financial statements taken as a 
whole. 

This report is intended for the information and use of 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. 

Betty Montgomery 
Auditor of State 

June 23, 2004 



CITY OF AKRON, OHIO

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
YEAR ENDED DECEMBER 31, 2003

Federal Federal
Federal Grantor/Pass-Through Grantor/Program Title CFDA No. Expenditures

DEPARTMENT OF AGRICULTURE
From the Ohio Department of Health:

Special Supplemental Nutrition Program for Women, Infants, and Children (WIC)
 Child Nutrition Cluster: 10.557 $1,468,233
Summer Food Service Program for Children 10.559 127,824

Total Department of Agriculture 1,596,057

DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT
Direct Programs:

CDBG - Entitlement and (HUD-Administered) Small Cities Cluster
Community Development Block Grants/Entitlement Grants 14.218 10,616,117
Emergency Shelter Grants Program 14.231 261,189
HOME Investment Partnership Program 14.239 1,418,918

Lead-Based Paint:
Lead-Based Paint Hazard Control in Privately-Owned Housing 14.900 1,576,010

From the Ohio Department of Human Services:
Empowerment Zones Program 14.244 59,090

Total Department of Housing and Urban Development 13,931,324

DEPARTMENT OF JUSTICE
Direct Programs:

Juvenile Accountability Incentive Block Grants 16.523 113,795
Juvenile Justice and Delinquency Prevention Allocation to States 16.540 20,195
Byrne Formula Grant Program 16.579 48,860
Local Law Enforcement Block Grants Program 16.592 582,034
Public Safety Partnership and Community Policing Grants 16.710 642,002

From the Governor's Office of Criminal Justice Services
Executive Office for Weed and Seed 16.595 159,964

Total Department of Justice 1,566,850

DEPARTMENT OF TRANSPORTATION
From the Federal Aviation Administration:

Airport Improvement Program 20.106 180,742
From the Ohio Department of Highway Safety:

State and Community Highway Safety 20.600 25,705
From the Ohio Department of Transportation

Federal Transit Metropolitan Planning Grants 20.505 3,672
Highway Planning and Construction:

Akron Metropolitan Area Transportation Study 20.205 1,028,281
ODOT - Archwood Ave. Curb Ramps 20.205 5,797
ODOT - Broadway Street 20.205 478,201
ODOT - Broadway Viaduct 20.205 108,656
ODOT - Darrow Road 20.205 2,110,798
ODOT - High Street Viaduct 20.205 3,986,561
ODOT - South Main Street 20.205 1,303,178
ODOT - US224 Upgrade 20.205 610,000
ODOT - West Exchange Street Resurfacing 20.205 17,599
ODOT - Riverview Bikeway Phase II 20.205 20,618

Total CFDA No. 20.205 9,669,689
Total Department of Transportation 9,879,808
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CITY OF AKRON, OHIO

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
YEAR ENDED DECEMBER 31, 2003

Federal Federal
Federal Grantor/Pass-Through Grantor/Program Title CFDA No. Expenditures

ENVIRONMENTAL PROTECTION AGENCY
From the Ohio E.P.A.: 

Air Pollution Control Program Support 66.001 154,622

DEPARTMENT OF HEALTH AND HUMAN SERVICES
From the Ohio Department of Health:

Acquired Immunodeficiency Syndrome (AIDS) Activity 93.118 57,139
Childhood Lead Poisoning Prevention Projects - State and Local 
 Childhood Lead Poisoning Prevention and Surveillance of Blood Levels in Children 93.197 71,571
Immunization Grants 93.268 77,389
Centers for Disease Control and Prevention Investigations and Technical Assistance 93.283 331,340
Refugee and Entrant Assistance Discretionary Grants 93.576 36,179
HIV Care Formula Grants:

Community Based Care Grant 93.917 134,426
Ryan White Planning/Evaluation 93.917 10,271

Total CFDA No. 93.917
Grants to Provide Outpatient Early Intervention Services with Respect to HIV Disease 93.918 721,605
Cooperative Agreements for State-Based Comprehensive Breas
 and Cervical Cancer Early Detection Programs 93.919 156,158
HIV Prevention Activities - Health Department Based

Federal Aids Education 93.940 339,411
HIV Ryan White Program 93.940 8,135

Total CFDA No. 93.940
Block Grants for Prevention and Treatment of Substance Abuse 93.959 150,511
Preventive Health Services - Sexually Transmitted Disease Control Grant 93.977 5,269
Preventive Health and Health Services Block Grant 93.991 31,716
Maternal and Child Health Services Block Grant to the States 93.994 529,188

Total Department of Health and Human Services 2,660,308

DEPARTMENT OF HOMELAND SECURITY
From the Federal Emergency Management Agency

Assistance to Firefighters Grant 97.044 585,900
From the Ohio Department of Public Safety

State Domestic Preparedness Equipment Support 97.004 51,169
Public Assistance Grants 97.036 339,539

976,608

TOTAL $30,765,577

See notes to schedule of expenditures of federal awards.
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CITY OF AKRON 
SUMMIT COUNTY 

NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS 
YEAR ENDED DECEMBER 31, 2003 

1. BASIS OF PRESENTATION 

The accompanying schedule of expenditures of federal awards includes the federal grant activity of 
the City of Akron, Ohio, and is presented on the accrual basis of accounting in accordance with 
accounting principles generally accepted in the United States of America.  The information in this 
schedule is presented in accordance with the requirements of OMB Circular A-133, Audits of States, 
Local Governments, and Non-Profit Organizations.  Therefore, some amounts presented in this 
schedule may differ from amounts presented in, or used in the preparation of, the basic financial 
statements.

2. SUBRECIPIENTS 

The City passes-through certain Federal assistance received from the Department of Housing and 
Urban Development, Department of Justice, Governor’s Office of Criminal Justice Services, and the 
Ohio Department of Health to other governments or not-for-profit agencies (subrecipients). As 
described in Note 1, the City records expenditures of Federal awards to subrecipients on the accrual 
basis of accounting.. 

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. 

Of the federal expenditures presented in this schedule, the City of Akron, Ohio, provided federal 
awards to subrecipients as follows: 

Amount
Federal Provided to

Program Title CFDA No. Subrecipients

Special Supplemental Food Program for Women, Infants and Children 10.557 $516,934
CDBG- Entitlement and (HUD-Administered) 
  Small Cities Cluster - Community Development Block 
  Grant/Entitlement Grants 14.218 1,273,203
Emergency Shelter Grants Program 14.231 249,021
HOME Investment Partnership Program 14.239 571,020
Lead-Based Paint Hazard Control in Privately Owned Housing 14.900 1,183,618
Juvenile Accountability Incentive Block Grants 16.523 701
Local Law Enforcement Block Grants Program 16.592 35,378
Executive Office for Weed and Seed 16.595 35,615
Centers for Disease Control and Prevention Investigations and Technical Assistance 93.268 223,695
HIV Care Formula Grants 93.917 142,089
Outpatient Early Intervention Services - HIV Disease 93.918 517,509
HIV Prevention Activities 93.940 159,835
Maternal and Child Health Services Block Grant to the States 93.994 200,259

Total $5,108,877
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3. LOANS OUTSTANDING 

The City of Akron, Ohio, had the following loan balances outstanding at December 31, 2003, which 
had continuing compliance requirements. 

Federal Balance
Program Title CFDA No. Outstanding

Community Development Block Grants/Entitlement Grants 14.218 $238,750
Empowerment Zone Program 14.244 314,111
HOME Investment Partnership Program 14.239 1,471,885

Total $2,024,746

4. 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. 

5. U.S. Department of Homeland Security Federal Awards

The Federal Homeland Security Act of 2002 established the Department of Homeland Security (the 
Department) to consolidate functions of other Federal agencies related to homeland security.  
Effective January 24, 2003, the Department began to administer certain Federal awards the City 
previously received from other Federal agencies.  The accompanying Federal Awards Expenditure 
Schedule reports all such 2003 award amounts under the Department’s Catalog of Federal 
Domestic Assistance (CFDA) numbers.  The purposes and compliance requirement of these 
programs has not changed.  A comparison of the former Federal agencies and CFDA numbers the 
City reported in its 2002 Federal Award Expenditure Schedule compared with the Department’s 
CFDA numbers reported in the 2003 Schedule follows: 

Previous Federal Agency
CFDA No. used 

in 2002 

Homeland
Security CFDA 

No. used for 2003 

Department of Justice 16.007 97.004 
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CITY OF AKRON 
SUMMIT COUNTY 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
OMB CIRCULAR A -133 ' .505

DECEMBER 31, 2003

  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)?

No

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

Yes

(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? 

Yes

(d)(1)(vii) Major Programs (list): Home Investment Partnerships Program, 
CFDA 14.239 
Assistance to Firefighters Grant, CFDA 
97.044
Community Development Block Grants, CFDA 
14.218

(d)(1)(viii) Dollar Threshold: Type A\B Programs Type A: > $ 983,710 
Type B: all others

7(d)(1)(ix) Low Risk Auditee? Yes
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 2. FINDINGS RELATED TO THE FINANCIAL STATEMENTS 
 REQUIRED TO BE REPORTED IN ACCORDANCE WITH GAGAS  

Material Noncompliance: 

Finding Number 2003-001

Ohio Rev. Code Section 5705.41(D) states in part, that no subdivision or taxing unit shall make any 
contract or order any expenditure of money unless there is attached thereto a certificate of the fiscal officer 
of the subdivision that the amount required to meet the same has been lawfully appropriated for such 
purpose and is in the treasury or in the process of collection to the credit of an appropriate fund free from 
any previous encumbrances.  Every such contract made without such a certificate shall be null and void 
and no warrant shall be issued in payment of any amount due thereon. 

This section also provides two “exceptions” to the above requirements: 

A. Then and Now Certificate - If no certificate is furnished as required, upon receipt of the fiscal 
officer’s certificate that both at the time that the contract or order was made and at the time he is 
completing his certification a sufficient sum was appropriated and free of any previous 
encumbrances, the Council may authorize the issuance of a warrant in payment of the amount 
due upon such contract or order by resolution within 30 days from the receipt of such certificate, if 
such expenditure is otherwise valid. 

B. If the amount involved is less than $1,000 ($3,000 effective April 7, 2003), the fiscal officer may 
authorize it to be paid without the affirmation of the Council upon completion of the “then and 
now” certificate, provided that the expenditure is otherwise lawful. 

During our testing, we noted that the City did not maintain a copy of the purchase order containing the 
fiscal officer’s certification for any expenditures tested.  In addition, 22 of 60 (36%) of the expenditures 
tested were “Direct Pay” expenditures made without purchase orders, and were consequently not certified 
by the City Finance Director prior to incurring the commitment.  The two exceptions noted above were not 
utilized.

The City should inform all City employees of the requirements of Ohio Rev. Code Section 5705.41(D) and 
the importance of certifying the availability of funds.  The City should make the required certifications and 
retain certification documents.  The City should also implement the use of so called Then and Now 
Certificates for all “Direct Pay” expenditures and/or increase the use of Blanket Certificates as further 
permitted by Ohio Rev. Code Section 5705.41.
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Finding Number 2003-002

Ohio Rev. Code Section 5705.10 requires that monies paid into any fund be used only for the purposes 
for which such fund is established.  As a result, a negative fund balance indicates that money from one 
fund was used to cover the expenses of another fund. 

At December 31, 2003, the following funds (aggregated at the level used for preparing the financial 
statements) had negative cash fund balances:

Fund # Fund Name:
Deficit

Cash Balance
2030 Street & Highway Maintenance $667,046
2055 Equipment Replacement 821,881
2080 Community Development 626,534
2127 Akron Area Metropolitan Transit Study (AMATS) 49,329
2235 Industrial Incubator Edison 12,744
2295 Police Grants 973,282
2300 Various Domestic Violence 176,483
2305 Safety Programs 124,325
2330 Various Purpose Funding 681,575
2345 Payroll Funds 1,129,307
2355 Community Learning Centers 203,405
4048 Non-appropriated Capital Projects 967,010
4050 Road & Bridge Improvements 889,582
4060 Streets 9,980,222
4120 Capital Projects with Private Funding 1,042,579
4150 Information and Technology Improvements 158,102
4155 Transportation 1,953,041
4175 Economic Development 24,857,916
6000 Motor Equipment 496,763
6005 Liability Self Insurance 368,092
6030 Management Information Systems 1,788,406
6009 Self-Insurance Settlement        537,260 
 Total Deficit Fund Balances $48,504,884

Negative cash fund balances are an indication that revenues from other sources were used to pay 
obligations of these funds.  Additionally, money spent for purposes other than specified in grant 
agreements could result in the loss of future grant awards.

For reporting purposes, the deficit cash balances were reported as part of the “Due to Other Funds” 
liability, and funds with positive cash balances offsetting these deficits reported a “Due from Other Funds” 
asset.  Since the City’s cash is pooled, there was no method to determine which funds’ cash was used to 
offset the deficit balances and consequently the “Due from Other Funds” amounts related to the deficit 
cash balances were assigned using certain assumptions.

Fund activity should be monitored to prevent future expenditures in excess of available resources.  In 
those cases where additional funds are required, the resources should either be transferred or advanced 
to the fund in accordance with the Ohio Rev. Code.  Use of formal advances, approved by the City 
Council, will allow management to determine exactly which funds cash is being used to offset deficit cash 
balances.  This should help ensure compliance with grant and other funding restrictions as well as provide 
a reasonable basis for assigning Due from Other Funds receivables. 
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Finding Number 2003-003

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

Ohio Rev. Code Section 5705.29 governs the required contents of the tax budget. In general, this section 
requires that the tax budget present by fund an estimate of revenues and expenditures expected for the 
ensuing fiscal year.

Ohio Rev. Code Section 5705.36(A)(1) provides the fiscal officer of each subdivision and other taxing unit 
shall certify to the county auditor the total amount from all sources available for expenditures from each fund 
set up in the tax budget. 

Ohio Rev. Code Section 5705.39 provides, in part, the total appropriations from each fund shall not exceed 
the total of the estimated revenue available for expenditure there from, as certified by the budget commission. 

Ohio Rev. Code Section 5705.38(A) provides, in part, the taxing authority of each subdivision or other taxing 
unit shall pass an appropriation measure based on the revised tax budget or the official certificate of estimated 
resources or amendments of the certificate. 

Ohio Rev. Code Section 5705.38(C) provides, in part, that appropriation measures shall be classified so as to 
set forth separately the amounts appropriated for each office, department, and division, and, within each, the 
amount appropriated for personal services 

At December 31, 2003, only 23 funds representing $398,753,218 of the $693,103,754 expenditures on the 
City’s cash basis “Report of Fund Cash Balances” report were individually appropriated by City Council.  The 
remaining $294,350,536 of expenditures was not individually appropriated.

Section 28 of the City’s 2003 appropriation ordinance (Ord. 575-2002) stated that all funds not individually 
listed in the ordinance but included in the 2003 Tax Budget and on the Amended Certificate of Estimated 
Resources “are hereby appropriated for the purpose of encumbrance and/or expenditure.”  However, since 
certain funds are combined into groups such as “Other Special Revenue” on the Tax Budget and Amended 
Certificate, and since no amounts are specified, this statement does not constitute a valid appropriation in 
accordance with the Ohio Revised Code.

In addition, during 2003 the City paid $51,007,882 principal and $22,288,489 interest on outstanding bond and 
loan obligations from the Treasurer’s Bond Payment Fund account which is not part of the City’s regular 
accounting system (“Banner”) and is also not appropriated by the City Council. 

The City Council should individually appropriate every fund including the activities of the Treasurer’s Bond 
Payment Fund at least at the level required by the Ohio Revised Code Section 5705.38.  In addition, any 
amendment to the appropriations throughout the year should also be approved via formal resolution of the City 
Council.
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3. FINDINGS AND QUESTIONED COSTS FOR FEDERAL AWARDS 

Community Development Block Grant Entitlement 

Finding Number 2003-004

CFDA Title and Number Community Development Block Grant Entitlement and 
(HUD Administered) Small Cities Cluster / 14.218 

Federal Award Number / Year B-03-MC-39-0001 / 2003 

Federal Agency U.S. Department of Housing and Urban Development 

Pass-Through Agency N/A

Questioned Cost

OMB Circular A-87, Attachment C requires the development of a cost allocation plan (CAP) for centralized 
services that are billed or allocated and result in charges to federal programs (whether direct or indirect costs). 
A-87, Attachment E requires indirect cost rate proposals (ICRP) for departmental costs that are charged to 
federal programs as indirect costs.  Indirect costs are those: (a) incurred for a common or joint purpose 
benefiting more than one cost objective, and (b) not readily assignable to the cost objectives specifically 
benefited, without effort disproportionate to the results achieved. The term "indirect costs," as used herein, 
applies to costs of this type originating in the grantee department, as well as those incurred by other 
departments in supplying goods, services, and facilities. A-87, Attachments C and E require that CAPs and 
ICRPs be documented as provided and supported by underlying accounting records. The attachments also 
require local governments to submit CAPs and ICRPs to the federal cognizant agency for approval and rate 
negotiation, if a cognizant agency has been assigned. Such assignments are established in Federal Register,
51 FR 552, January 6, 1986, which provides that the U.S. Environmental Protection Agency shall be the 
Federal cognizant agency for the City of Akron. 

During 2003, the City paid $171,171 for a portion of lease, operating, and maintenance costs related to the 
building that houses the Development Services Division (DSD). The City allocated 100% of these housing 
costs to the CDBG federal grant; however, DSD also provides services to the City’s Bureau of Engineering 
and Economic Development Division.  Services provided are for activities such as highway/roadway projects, 
utilities, and other capital projects that do not involve the use of CDBG funds. 

In DSD’s case, the lease, operation, and maintenance costs are considered indirect costs of the department 
and should be billed or allocated to DSD based on a CAP approved by the City’s cognizant agency. The 
amount of such costs charged to the CDBG program by DSD should be based on an ICRP and indirect cost 
rate approved by the cognizant agency.  The City has not prepared or submitted for approval a CAP or ICRP 
to address the housing costs, nor has it otherwise prepared documentation to support the costs charged are 
based on actual and allowable costs distributed equitably to DSD and the CDBG program. Therefore 100% of 
these expenses are considered to be questioned costs. 

Failure to prepare and follow a cost allocation plan and indirect cost rate proposal as required could subject 
the City to suspension or loss of federal funding. 

The City should develop a cost allocation plan and indirect cost rate proposal and submit it to the U.S. 
Environmental Protection Agency.  The plan should be in accordance with the guidelines provided in OMB 
Circular A-87, Attachments C, D, and E, and the A-87 implementation guide , Cost Principles and Procedures 
for Developing Cost Allocation Plans and Indirect Cost Rates for Agreements with the Federal Government
(ASMB C-10), prepared by the U.S Department of Health and Human Services.
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P.O. Box 1140
Columbus, Ohio  43216-1140

Telephone 614-466-4514
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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.
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