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

 
 

City of Alliance 
Stark County 
504 East Main Street 
Alliance, Ohio  44601 
 
To the Honorable Mayor and 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 Alliance, Stark 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 September 7, 2004, in which we noted the City 
adopted Government Accounting Standards Board Statement No. 34.  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 tested its compliance with certain provisions of laws, regulations, contracts and 
grants, noncompliance with which could directly and materially affect 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 we must report under Government Auditing Standards which 
are described in the accompanying Schedule of Findings as items 2003-001 and 2003-002. 

 
We also noted certain immaterial instances of noncompliance that we have reported to the City’s 
management in a separate letter dated September 7, 2004.  

 
Internal Control Over Financial Reporting  

 
In planning and performing our audit, we considered the City’s internal control over financial reporting to 
determine our auditing procedures for the purpose of expressing our opinions 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 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.  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 the City’s management in a separate letter dated 
September 7, 2004.  
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This report is intended solely 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.  

 
 
 
 
 

Betty Montgomery 
Auditor of State 

 
September 7, 2004 
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INDEPENDENT ACCOUNTANTS’ REPORT ON COMPLIANCE WITH REQUIREMENTS 
APPLICABLE TO ITS MAJOR FEDERAL PROGRAM AND INTERNAL CONTROL OVER 

COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133 
 
 

City of Alliance 
Stark County 
504 East Main Street 
Alliance, Ohio  44601 
 
To the Honorable Mayor and City Council: 
 

Compliance 
 

We have audited the compliance of the City of Alliance, Stark 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, 2003. 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 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 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 it major federal program for the year ended December 31, 2003. 

 
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 a matter involving the internal control over federal compliance that does not require 
inclusion in this report, that we have reported to the City’s management in a separate letter dated 
September 7, 2004.  
 

Schedule of Federal Awards Expenditures 
 

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 September 7, 2004, in which we noted the City adopted 
Government Accounting Standards Board Statement No. 34.  Our audit was performed for the purpose of 
forming an opinion on the basic 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 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 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. 
 
 
 
 
 
Betty Montgomery 
Auditor of State 
 
September 7, 2004 
 



Federal Grantor/ Pass Through Federal
  Pass Through Grantor/ Entity CFDA
     Program Title Number Number Disbursements

U.S. DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT
Direct

Community Development Block Grant N/A 14.218 $886,777
       
U.S. DEPARTMENT OF JUSTICE
Direct

Justice Equitable Sharing Program N/A 16.XXX 8,020

Local Law Enforcement Block Grants Program N/A 16.592 54,563

Total U.S. Department of Justice 62,583

U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES
Passed through the Area Agency on Aging

Special Programs for the Aging Title III, Part B
Grants for Supportive Services and Senior Centers N/A 93.044 15,924

U.S. DEPARTMENT OF AGRICULTURE
Passed through the Ohio Department of Health

Special Supplemental Nutrition Program for Women, Infants and Children N/A 10.557 105,464

Total $1,070,748

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

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

FOR THE YEAR ENDED DECEMBER 31, 2003 
 
 
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 United States 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 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 
employment opportunities for persons from low to moderate income households and to rehabilitate 
homes.   The United States Department of Housing and Urban Development (HUD) grants money for 
these loans to the City. The initial loan of this money was previously recorded as an expenditure on 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 expenditures on 
the Schedule. 
 
These loans are collateralized by mortgages on the property owned by recipients.  At December 31, 
2003, the gross amount of loans outstanding under this program was $142,712. 
 
NOTE D - URBAN DEVELOPMENT ACTION GRANTS (UDAG) REVOLVING LOAN PROGRAM 
 
The City has established a revolving loan program to provide low-interest loans to businesses to create 
employment opportunities for persons from low to moderate income households and to rehabilitate 
homes.   The United States Department of Housing and Urban Development (HUD) grants money for 
these loans to the City. The initial loan of this money was previously recorded as an expenditure on 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 expenditures on 
the Schedule. 
 
These loans are collateralized by mortgages on the property owned by recipients.  At December 31, 
2003, the gross amount of loans outstanding under this program was $2,489,014. 
 
NOTE E - 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. 
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STARK COUNTY 

 
 SCHEDULE OF FINDINGS 
 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? 

No 

(d)(1)(vii) Major Programs (list): Community Development Block Grant 
(CDBG) – 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 2003-001 

 
Ohio Rev. Code Section 5705.39 states, in part, the total appropriations from each fund shall not exceed 
the total of the estimated revenue available for expenditure therefrom.  No appropriation measure shall 
become effective until county auditor files with the appropriating authority a certificate that the total 
appropriations from each fund do not exceed the official estimate or amended official estimate. 
 
Furthermore, Ohio Rev. Code Section 5705.36 allows 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 than or less than the amount certified.  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. 
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Finding Number 2003-001 (Continued) 
 
Throughout the year and at year end we noted the following instances in which appropriations exceeded 
the amount contained in the certificate/amended certificate of estimated resources that was certified prior 
to making the appropriation/supplemental appropriation. 
 

 
The City Auditor should obtain an amended certificate of estimated resources prior to amending 
appropriations if the total amended appropriations would exceed the amount previously certified. 
 

Finding Number 2003-002 
 
Ohio Rev. Code Section 5705.41(D) requires that no subdivision or taxing unit 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 certificate shall be null and void and no 
warrant shall be issued in payment of any amount due thereon. 
 
This section also provides for two “exceptions” to the above requirements: 
 
• Then and Now Certificates – If no certificate is furnished as required, upon receipt of the fiscal 

officer’s certificate that a sufficient sum was, both at the time of the contract or order and at the 
time of the certificate, appropriated and free of any previous encumbrances, City 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 the amount involved is less than $1,000 ($3,000 after April 7, 2003), the City Auditor may 

authorize payment through a Then and Now Certificate without affirmation of City Council, if such 
expenditure is otherwise valid. 

 
During 2003, 24% of expenditures tested were not certified by the City Auditor prior to incurring the 
obligation.  It was also found that neither of the two exceptions above were utilized for the items found to 
be in non-compliance.  The City should certify the availability of funds prior to incurring the obligation for 
expenditures.  All City employees should be informed of the requirements of Ohio Rev. Code Section 
5705.41(D).  The City should also consider the use of Then and Now Certificates and Blanket Certificates 
as further permitted by Ohio Rev. Code Section 5705.41(D). 
 
 3. FINDINGS AND QUESTIONED COSTS FOR FEDERAL AWARDS  
 
None 

Fund Estimated Resources Appropriations Variance 
Original Budget:  
Revolving Loan Fund $1,328,076 $1,507,500 ($179,424)
At October 31, 2003:  
Master Capital Improvement Fund  1,083,604 1,093,604 (10,000)
At December 31, 2003: 
HUD Special Revenue Fund 1,212,628 2,164,396 (951,768)
Law Enforcement Block Grant Fund 104,942 147,644 (42,702)
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INDEPENDENT ACCOUNTANTS’ REPORT 

City of Alliance 
Stark County 
504 East Main Street 
Alliance, Ohio  44601 

To the Honorable Mayor and City Council: 

We have audited the accompanying financial statements of the governmental activities, the business-type 
activities, each major fund, and the aggregate remaining fund information of the City of Alliance, Stark 
County, Ohio, (the City) as of and for the year ended December 31, 2003, which collectively comprise the 
City’s basic financial statements as listed in the table of contents.  These financial statements are the 
responsibility of the City’s management.  Our responsibility is to express opinions on these financial 
statements based on our audit.  

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.  Those standards require that we plan and perform 
the audit to obtain reasonable assurance about whether the financial statements are free of material 
misstatement.  An audit includes examining, on a test basis, evidence supporting the amounts and 
disclosures in the financial statements.  An audit also includes assessing the accounting principles used 
and significant estimates made by management, as well as evaluating the overall financial statement 
presentation.  We believe that our audit provides a reasonable basis for our opinions.   

In our opinion, the financial statements referred to above present fairly, in all material respects, the 
respective financial position of the governmental activities, the business-type activities, each major fund, 
and the aggregate remaining fund information of the City of Alliance, Stark County, Ohio, as of December 
31, 2003, and the respective changes in financial position and cash flows, where applicable, and the 
respective budgetary comparison for the General and Special Revenue Revolving Loan Fund thereof for 
the year then ended in conformity with accounting principles generally accepted in the United States of 
America.

As described in Note 3, during the year ended December 31, 2003, the City implemented a new financial 
reporting model, as required by the provisions of Governmental Accounting Standards Board Statement 
No. 34, Basic Financial StatementsB and Management=s Discussion and AnalysisB for State and Local 
Governments.

In accordance with Government Auditing Standards, we have also issued our report dated September 7, 
2004, on our consideration of the City=s internal control over financial reporting and our tests of its 
compliance with certain provisions of laws, regulations, contracts and grants.  That report is an integral part 
of an audit performed in accordance with Government Auditing Standards and should be read in 
conjunction with this report in considering the results of our audit. 
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Management’s Discussion and Analysis is not a required part of the basic financial statements but is 
supplementary information the Governmental Accounting Standards Board requires.  We have applied 
certain limited procedures, which consisted principally of inquiries of management regarding the methods 
of measurement and presentation of the required supplementary information.  However, we did not audit 
the information and express no opinion on it.   

We conducted our audit to form opinions on the financial statements that collectively comprise the City’s 
basic financial statements.  The introductory section, combining nonmajor fund statements and schedules 
and statistical tables are presented for additional analysis and are not a required part of the basic 
financial statements.  We subjected the combining nonmajor fund statements and schedules to the 
auditing procedures applied in the audit of the basic financial statements.  In our opinion, this information 
is fairly stated in all material respects in relation to the basic financial statements taken as a whole.  We 
did not subject the introductory section and statistical tables to the auditing procedures applied in the 
audit of the basic financial statements and, accordingly, we express no opinion on them.   

Betty Montgomery 
Auditor of State 

September 7, 2004 
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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 ALLIANCE

STARK 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
OCTOBER 14, 2004
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