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Members of City Council 
City of Toledo 
One Government Center, Suite 2050   
Toledo, Ohio  43604 
 
 
We have reviewed the Independent Auditor’s Report of the City of Toledo, Lucas County, 
prepared by Clifton Gunderson LLP, 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 Toledo is responsible for compliance with 
these laws and regulations. 
 
 
 
 
 
 
 
 
Mary Taylor, CPA 
Auditor of State 
 
August 1, 2007  
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Independent Auditor's Report on Internal Control Ov er Financial 
Reporting and on Compliance and Other Matters 

Based on an Audit of Financial Statements Performed  
in Accordance with Government Auditing Standards 

 
 

The Honorable Mayor Carleton S. Finkbeiner  
 and Members of City Council 
City of Toledo 
Toledo, Ohio 
 
 
We have audited the financial statements of the governmental activities, the business type 
activities, each major fund, and the aggregate remaining fund information of City of Toledo, 
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 29, 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 entity’s internal control over financial reporting.  Accordingly, we do not 
express an opinion on the effectiveness of the entity’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 a significant deficiency. 
 
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 functions, 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 entity’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 entity’s financial statements that is more than inconsequential will not be 
prevented or detected by the entity’s internal control.  We consider the deficiencies described as 
Items 2006-1, 2006-2, 2006-3, and 2006-4 in the accompanying schedule of findings and 
responses to be significant deficiencies 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 entity’s internal control. 
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The Honorable Mayor Carleton S. Finkbeiner  
 and Members of City Council 
City of Toledo 
 
 
Internal Control Over Financial Reporting, Continue d 
 
Our consideration of the 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 the 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 statements 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. 
 
We noted certain matters that we reported to management of the City in a separate letter dated 
June 29, 2007. 
 
The City’s responses to the findings identified in our audit are included in the accompanying 
schedule of findings and responses.  We did not audit the City’s responses and, accordingly, we 
express no opinion on them. 
 
This report is intended solely for the information and use of the Mayor, City Council, City 
management, Audit Committee, others within the City, 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. 
 

    a4a4a4a4    
 
 
 
Toledo, Ohio 
June 29, 2007 



A1 

Offices in 15 states and Washington, DC 3 h 

 
 

Independent Auditor's Report on Compliance with Req uirements 
Applicable to Each Major Program and on Internal Co ntrol Over 

Compliance and Schedule of Expenditures of Federal Awards 
in Accordance With OMB Circular A-133 

 
 

The Honorable Mayor Carleton S. Finkbeiner  
 and Members of City Council 
City of Toledo 
Toledo, Ohio 
 

Compliance 

We have audited the compliance of the City of Toledo, 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 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 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.  However, the results of our auditing procedures disclosed an instance of 
noncompliance with those requirements, which 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 at Item 2006-5. 
 

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 the 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 entity’s internal control over compliance. 
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The Honorable Mayor Carleton S. Finkbeiner  
 and Members of City Council 
City of Toledo 
 
 
Internal Control over Compliance, Continued 
 
Our consideration of internal control over compliance was for the limited purpose described in 
the preceding paragraph and would not necessarily identify all deficiencies in the entity’s 
internal control that might be significant deficiencies or material weaknesses as defined below.  
However, as discussed below, we identified a certain deficiency in internal control over 
compliance that we consider to be a significant deficiency. 
 
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 entity’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 entity’s internal control.  We consider 
the deficiency in internal control over compliance described in the accompanying schedule of 
findings and questioned costs as Item 2006-6 to be a significant deficiency. 
 
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 entity’s internal 
control.  We did not consider the deficiency described in the accompanying schedule of findings 
and questions costs to be a material weakness. 
 
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 29, 
2007.  Our audit was performed for the purpose of forming 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. 
 
The City’s responses 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 responses, and, 
accordingly, we express no pinion on them. 
 
This report is intended solely for the information and use of the Mayor, City Council, City 
management, Audit Committee, others within the City, 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. 

    a4a4a4a4    
 
Toledo, Ohio 
June 29, 2007 
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This information is an integral part of the accompanying schedule. 
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CITY OF TOLEDO, OHIO 
NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS  

For the year ended December 31, 2006 
 
 

NOTE 1 – BASIS OF PRESENTATION 
 
The accompanying schedule of expenditures of federal awards includes the federal grant activity of 
the City of Toledo and is presented on the modified accrual basis of accounting, which is described 
in Note 1(c) to the City of Toledo, Ohio’s (the City) Comprehensive Annual Financial Report.  The 
information in this schedule is presented in accordance with 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. 
 
 
NOTE 2 – SUBRECIPIENTS 
 
The City provided federal awards to various subrecipients on a pass-through basis as follows: 
 
 
Program  

CFDA 
Number  

 
Amount  

 
U.S. Department of Housing and Urban Development: 

   

Community Development Block Grant/ 
 Entitlement Grant 

 
14.218 

 
 $ 8,899,266 

Emergency Shelter Grants 14.231   428,410 
Supportive Housing Grants 14.235   63,624 
Home Investment Partnership Programs 14.239   3,908,938 
Economic Development Initiative Grant 14.246   1,017,172 

 
 

 
Total Passed Through 

 
 $ 14,317,410 
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CITY OF TOLEDO, OHIO 
 
 

Schedule of Findings and Questioned Costs  
 
 

Section I —Summary of Auditor's Results  
 
 

Financial Statements  

Type of auditor’s report issued:  Unqualified  
Internal control over financial reporting:  
• Material weakness(es) identified?     yes  X  no 
• Significant deficiency(s) identified that are not considered 
 to be material weaknesses?   X  yes    none reported 
Noncompliance material to financial statements noted?  ______ yes  X  no  
 
Federal Awards  

Internal control over major programs:  
• Material weakness(es) identified?  ______ yes  X  no 
• Significant deficiency(s) identified that are not considered 
 to be material weakness(es)?   X  yes    none reported 
 
Type of auditor’s report issued on compliance for 
major programs: Unqualified 
 
Any audit findings disclosed that are required to be reported in 
accordance with section 510(a) of OMB Circular A-133?   X  yes    no 
 
Identification of major programs: 
 
CFDA Number(s)  Name of Federal Program or Cluster  

 14.218   Community Development Block Grant 
 14.248   CDBC/Jeep Project 108 Loan Committee 
 20.205   Highway Planning and Construction Grants 
 
Dollar threshold used to distinguish between type A and type B programs:  $ 1,395,321  
 
Auditee qualified as low-risk auditee?     yes   X  no 



 

12 

CITY OF TOLEDO, OHIO 
 
 

Schedule of Findings and Questioned Costs, Continue d  
 
 

Section II—Financial Statement Findings 
 
 

Reference 2006-1 – Enterprise Development Loans 
 
Criteria  
 
Economic Development Loans (EDL) outstanding balance should be reconciled to the balance 
per the general ledger to ensure completeness and accuracy. 
 
Condition  
 
Based on our auditing procedures, the EDL outstanding balances were not currently reconciled 
to the outstanding balance per the general ledger.  In addition the City does not have an 
adequate monitoring tool to ensure that the various borrowers are complying with the stated 
commitments as agreed upon with the Commitment Letter (i.e. submission of financial 
statements).  Limited emphasis is placed on the information received for monitoring and 
financial review purposes. 
 
Effect  
 
The EDL loan balance on the general ledger may not be accurate given the lack of timely 
reconciliation.  In addition, the valuation of the receivables were not addressed by city personnel 
given the lack of timely review of monitoring information received. 
 
Recommendation  
 
We recommend management timely reconcile the records maintained by the Department of 
Development (DOD) and the Ross general ledger system.  This will assist in monitoring loan 
repayment activity.  In addition to the performing loans report prepared by the DOD, we 
recommend City personnel set up a tickler file of required reports and their due dates to assist in 
identifying potential delinquencies and establish continued communication with the borrowers. 
 
City Response  
 
The City will establish a list of procedures to provide guidance on all steps necessary to record 
and subsequently reconcile those entries to the monthly expenditure reports and the balance 
sheet accounts used to record EDL loans.  The DOD currently maintains a separate working file 
on each EDL.  This file consists of the loan’s amortization schedule and copies of all 
remittances received for that loan.  That file will be provided to the Division of Accounts on a 
regular basis. 
 
The DOD will set up a tickler system pertaining to all EDL loans.  The system will include the 
commitments items in each agreement and the monitoring requirements. These commitments 
vary from agreement to agreement.  First, will be financial statements, which will indicate when 
they are due and how often they are to be submitted. Second will be job creation and/or 
retention goals including the number of jobs actually created/retained and the time period 
allowed to meet the goals.  Third will be the issues of business location and collateral location. 
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CITY OF TOLEDO, OHIO 
 
 

Schedule of Findings and Questioned Costs, Continue d  
 
 

Section II—Financial Statement Findings 
 
 

Reference 2006-2 – Retainage Payables 
 
Criteria  
 
The open retainage payable balance on individual contracts should be reconciled to the accrued 
balance per the general ledger. 
 
Condition  
 
For two of the ten contracts selected for testing, reconciliations were not being completed on a 
regular basis. 
 
Effect  
 
The retainage payable balance pr the general ledger may not be accurate given the lack of 
timely reconciliations. 
 
Recommendation  
 
We recommend management complete reconciliations to the Ross System on a regular and 
timely basis to ensure there are no significant differences or differences identified are properly 
investigated and cleared. 
 
City Response  
 
The reconciliation of retainage should be performed on a quarterly basis as well as at year-end.  
With the limited human resources that currently exist in the Division of Accounts that 
reconciliation was not consistently performed.  The reconciliation of retainage on a quarterly 
basis will be given higher priority starting immediately. 
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CITY OF TOLEDO, OHIO 
 
 

Schedule of Findings and Questioned Costs, Continue d  
 
 

Section II—Financial Statement Findings 
 
 

Reference 2006-3 – Utilities System 
 
Criteria  
 
Segregation of duties is a key component of a system of internal controls. 
 
Condition  
 
Currently, one person is responsible for security administration, production systems, and 
testing.  While this provided some efficiency to the conversion process to the new system, this 
situation presents a lack of segregation of duties. 
 
Effect  
 
Unauthorized system changes may be implemented without detection. 
 
Recommendation  
 
System logs provide some degree of an audit trail for these three critical functions.  However, 
now that the system has been implemented, we recommend the security administrator 
access/authority be assigned to another person within the Department of Public Utilities that 
does not have transaction or file maintenance access. 
 
City Response  
 
There is one person who is responsible for security administration, but that person is not 
responsible for production systems or testing.  He controls security for persons who work in 
production and who do testing, but he does not perform these functions himself.  The City of 
Toledo will continue to monitor the internal control environment to identify the need for 
segregation of duties and address those areas of concern as they may be identified. 
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CITY OF TOLEDO, OHIO 
 
 

Schedule of Findings and Questioned Costs, Continue d  
 
 

Section II—Financial Statement Findings 
 
 

Reference 2006-4 – Tax System 
 
Criteria  
 
Segregation of duties is a key component of a system of internal controls. 
 
Condition  
 
We noted that the security administrator for the Taxation System (UTAX) also has operator 
access capabilities and access to batches.  Detective controls are in place which includes a 
review of logs.  However, this situation presents a lack of segregation of duties. 
 
Effect  
 
Unauthorized system changes may be implemented without detection. 
 
Recommendation  
 
We recommend that the security administrator authority/access be assigned to a person that 
does not have transaction or file maintenance related access. 
 
City Response  
 
The Department of Information and Communication Technology (ICT) will separate the duties 
as recommended by the external auditors as follows: 
 

1. The computer operators will be responsible for changing user passwords and 
unlocking accounts. 

 
2. The UTAX systems administrator will retain administrator rights to the software but will 

not unlock users account or change passwords. 
 
The ICT Help Desk will become the primary contact for UTAX system users. 
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CITY OF TOLEDO, OHIO 
 
 

Schedule of Findings and Questioned Costs, Continue d  
 
 

Section III—Federal Award Findings and Questioned C osts 
 
 

Reference 2006-5 – Program Income  
 
Community Development Block Grant 
CFDA 14.218 
 
Criteria  
 
It is the responsibility for grantees to have a loan origination and servicing system in effect 
which assures that loans are properly authorized and receivables are properly established. 
 
Condition  
 
Nine of the ten EDLs that originated in 2006 with disbursements of funds to the borrower were 
not properly established as a receivable.  
 
Effect  
 
Based on review of the City’s records the total understatement of the receivable balance related 
to loans originating in 2006 totaled $585,370.  
 
Recommendation  
 
We recommend that management establish procedures and controls to ensure all EDL loans 
have been appropriately recognized as a receivable on the Ross general ledger system. 
 
City Response  
 
The Division of Accounts will properly reconcile and adjust the receivable balance immediately 
subsequent to a review to be completed by the DOD.  In the future, the Division of Accounts will 
use a DOD file of loan information that will be provided to the Division of Accounts on a 
quarterly basis for the reconciliation.  In addition the Division of Accounts will assist the DOD 
prepare the accounting entries needed to properly record EDL loan activity that has occurred 
during each quarter. 
 
 
 
Reference 2006-6 – Subrecipient Monitoring  
 
Community Development Block Grant 
CFDA 14.218 
 
 
See Finding 2006-1, Section II – Financial Statement Findings 
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CITY OF TOLEDO, OHIO 
 

SUMMARY OF PRIOR AUDIT FINDINGS 
 

Year Ended December 31, 2006 
 
 

None. 
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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 
AUGUST 14, 2007 
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