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Mayor and Members of City Council 
City of Middletown 
One Donham Place  
Middletown, Ohio 45042-1901 
 
 
We have reviewed the Independent Auditors’ Report of the City of Middletown, Butler County, 
prepared by Clark, Schaefer, Hackett & Co., for the audit period January 1, 2006 through 
December 31, 2006.  Based upon this review, we have accepted these reports in lieu of the audit 
required by Section 117.11, Revised Code.  The Auditor of State did not audit the accompanying 
financial statements and, accordingly, we are unable to express, and do not express an opinion on 
them. 
 
Our review was made in reference to the applicable sections of legislative criteria, as reflected by 
the Ohio Constitution, and the Revised Code, policies, procedures and guidelines of the Auditor of 
State, regulations and grant requirements.  The City of Middletown is responsible for compliance 
with these laws and regulations. 
 
 
 
 
 
 
 
 
Mary Taylor, CPA 
Auditor of State 
 
September 27, 2007  
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CITY OF MIDDLETOWN
BUTLER COUNTY

SCHEDULE OF FEDERAL AWARDS EXPENDITURES
FOR THE YEAR ENDED DECEMBER 31, 2006

FEDERAL GRANTOR Pass Through Federal
Pass Through Grantor Entity CFDA
Program Title Number Number Disbursements

US. DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT

Community Development Block Grant Entitlements N/A 14.218 856,590$           

Housing Assistance for Low Income Families - Section 8 N/A 14.856 8,543,936 

Passed Through Butler County Department of Community Development
Home Program - Investment Partnership Program N/A 14.239 506,944 

Total U.S. Department of Housing and Urban Development 9,907,470 

U.S. DEPARTMENT OF JUSTICE

Local Law Enforcement Block Grant - 2004 N/A 16.592 6,779 

Public Safety Partnership and Community Policing Grant (COPS) N/A 16.710 95,175 

Total U.S. Department of Justice 101,954 

U.S. DEPARTMENT OF TRANSPORTATION

Public Transportation for Urbanized Areas
Operating Assistance N/A 20.507 260,821 
Capital Assistance N/A 20.507 124,149 
Paratransit Grant N/A 20.507 121,235 
Planning Grant N/A 20.507 28,817 

Total Public Transportation of Urbanized Areas 535,022 

Passed through Ohio Department of Transportation
Highway Planning and Construction 20.205 416,551 
Federal Aviation Administration (FAA) 03-1809 20.106 171,724 

Total U.S. Department of Transportation 1,123,297 

U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES

Passed through the Ohio Department of Health
Passed through the City of Hamilton, Butler County

Immunization Action Plan 182-B 93.268 41,919 

Public Health Infrastructure 93.283 25,261 

Block Grant Maternal and Child Health Services 9-2-01-F-AI-320 93.994 334,048 

Passed through Butler County ESC
Help Me Grow 9-2-001-1-MC-04 93.600 298,187 

Total U.S. Department of Health and Human Services 699,415 

FEDERAL EMERGENCY MANAGEMENT AGENCY
Passed Through Ohio Emergency Management Agency

Public Assistance Grant FEMA-3198-EM-017-49840 97.036 35,015 

Total Federal Emergency Management Agency 35,015 

TOTAL FEDERAL AWARDS EXPENDITURES 11,867,151 
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  REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING
  AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT
  OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH

  GOVERNMENT AUDITING STANDARDS

To the City Council
City of Middletown, Ohio:

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 Middletown, Ohio (the "City") as of and for the year ended December 31, 2006, which 
collectively comprise the City’s basic financial statements and have issued our report thereon 
dated June 18, 2007. 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. 

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the City’s internal control over financial 
reporting as a basis for designing our auditing procedures for the purpose of expressing our 
opinion on the financial statements, but not for the purpose of expressing an opinion on the 
effectiveness of the City’s internal control over financial reporting.  Accordingly, we do not 
express an opinion on the effectiveness of the City’s internal control over financial reporting.

Our consideration of internal control over financial reporting was for the limited purpose 
described in the preceding paragraph and would not necessarily identify all deficiencies in internal 
control over financial reporting that might be significant deficiencies or material weaknesses.  
However, as discussed below, we identified certain deficiencies in internal control over financial 
reporting that we consider to be significant deficiencies.
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A control deficiency exists when the design or operation of a control does not allow management 
or employees, in the normal course of performing their assigned function, to prevent or detect 
misstatements on a timely basis.  A significant deficiency is a control deficiency, or combination of 
control deficiencies, that adversely affects the City’s ability to initiate, authorize, record, process, 
or report financial data reliably in accordance with generally accepted accounting principles such 
that there is more than a remote likelihood that a misstatement of the City’s financial statements 
that is more than inconsequential will not be prevented or detected by the City’s internal control.  
We consider the deficiency described in the accompanying schedule of findings and questioned 
costs as item 2006-1 to be a significant deficiency in internal control over financial reporting.

A material weakness is a significant deficiency, or combination of significant deficiencies, that 
results in more than a remote likelihood that a material misstatement of the financial statements 
will not be prevented or detected by the City’s internal control.

Our consideration of internal control over financial reporting was for the limited purpose 
described in the first paragraph of this section and would not necessarily identify all deficiencies in 
internal control that might be significant deficiencies and, accordingly, would not necessarily 
disclose all significant deficiencies that are also considered to be material weaknesses.  However, 
we believe that none of the significant deficiencies described above is a material weakness.  

Compliance And Other Matters

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 grant agreements, 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 or other matters that are required to be reported under Government Auditing 
Standards.

The City’s response to the findings identified in our audit are described in the accompanying 
schedule of findings and questioned costs.  We did not audit the City’s response and, accordingly, 
we express no opinion on it.

This report is intended solely for the information and use of the City’s management, others within 
the entity, the Ohio Auditor of State and federal awarding agencies and pass-through entities, and 
is not intended to be and should not be used by anyone other than those specified parties.

Cincinnati, Ohio
June 18, 2007
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 REPORT ON COMPLIANCE WITH REQUIREMENTS APPLICABLE
 TO EACH MAJOR PROGRAM AND ON INTERNAL CONTROL OVER

COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133

To the City Council
City of Middletown, Ohio:

Compliance

We have audited the compliance of City of Middletown, 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, 
2006.  The City’s major federal programs are identified in the summary of auditors’ 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 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 
with the types of compliance requirements referred to above that could have a direct and material effect on 
a major federal program occurred.  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, 2006.

Internal Control Over Compliance

The management of the City is responsible for establishing and maintaining effective internal control over 
compliance with the 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, but not for the 
purpose of expressing an opinion on the effectiveness of internal control over compliance.  Accordingly, we 
do not express an opinion on the effectiveness of the City’s internal control over compliance.
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A control deficiency in an entity’s internal control over compliance exists when the design or operation of a 
control does not allow management or employees, in the normal course of performing their assigned 
functions, to prevent or detect noncompliance with a type of compliance requirement of a federal program 
on a timely basis.  A significant deficiency is a control deficiency, or combination of control deficiencies, 
that adversely affects the City’s ability to administer a federal program such that there is more than a 
remote likelihood that noncompliance with a type of compliance requirement of a federal program that is 
more than inconsequential will not be prevented or detected by the City’s internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in 
more than a remote likelihood that material noncompliance with a type of compliance requirement of a 
federal program will not be prevented or detected by the City’s internal control.

Our consideration of the internal control over compliance was for the limited purpose described in the first 
paragraph of this section and would not necessarily identify all deficiencies in internal control that might be 
significant deficiencies or material weaknesses. We did not identify any deficiencies in internal control over 
compliance that we consider to be material weaknesses, as defined above.

Schedule of Expenditures of Federal Awards

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, as of and for the year ended 
December 31, 2006, and have issued our report thereon dated June 18, 2007. Our audit was performed for
the purpose of forming our opinions on the financial statements that collectively comprise the City’s basic 
financial statements.  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 solely for the information and use of the City’s management, the Ohio Auditor of 
State 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.

Cincinnati, Ohio
June 18, 2007
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CITY OF MIDDLETOWN, OHIO

Schedule of Findings and Questioned Costs

Year Ended December 31, 2006

Section I - Summary of Auditors’ Results

Financial Statements

Type of auditors' report issued: unqualified
Internal control over financial reporting:
• Material weakness(es) identified? none
• Significant deficiency(ies) identified not

considered to be material weaknesses? yes

Noncompliance material to financial statements noted? none

Federal Awards

Internal Control over major programs:
• Material weakness(es) identified? none
• Significant deficiency(ies) identified

not considered to be material weaknesses? none

Type of auditors’ report issued on compliance for major programs: unqualified

Any audit findings that are required
to be reported in accordance with 
510(a) of Circular A-133? no

Identification of major programs:

CFDA 14.218 – Community Development Block Grants/Entitlement Grants; 
CFDA 14.856 – Housing Assistance for Low Income Families – Section 8;
CFDA 20.205 – Highway Planning and Construction;
CFDA 14.239 – HOME Program – Investment Partnership Program.

 
 Dollar threshold to distinguish between

Type A and Type B Programs: $356,015

Auditee qualified as low-risk auditee? yes
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Section II - Financial Statement Findings

Finding 2006-1 – Audit Adjustments

During the course of our audit, we identified a number of material misstatements in the 
financial statements for the year under audit that were not initially identified by the City’s 
internal control.  Throughout the year, the City maintains its books and records on the cash-
basis of accounting and converts its financial statements at year-end to generally accepted 
accounting principles. The audit adjustments were necessary to correct errors in the City’s 
conversion process.  A description of each adjustment follows:

• Income Taxes. An audit adjustment was necessary to correct income tax
receivables in the financial statements.  Income tax receivables reported at 
December 31, 2006 were understated by $634,023.  

• Intergovernmental Revenue. An audit adjustment of $637,173 was made to 
reclassify intergovernmental revenue from the State of Ohio that was posted to an 
expense account thereby netting expenses rather than as revenue.

• Grant Revenue.  An audit adjustment was necessary to correct the City’s 
intergovernmental revenue and expenditures to include funds paid on the City’s 
behalf money by the Ohio Public Works Commission (OPWC) in the amount of 
$697,697.  

Management response: Management concurs with the finding.

Section III – Federal Award Findings and Questioned Costs

None

Section IV – Summary of Prior Audit Findings and Questioned Costs

The prior audit disclosed no instances of noncompliance that were required to be reported in 
accordance with Government Auditing Standards or noncompliance with requirements of major 
federal programs.  In addition, no reportable conditions or material weaknesses with respect to 
internal controls over financial reporting or internal controls over compliance were reported in the 
prior year.
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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 9, 2007 
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