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Federal Grantor Federal
Pass Through Grantor CFDA

Program Title Number Disbursements

U.S. Department of Housing and Urban Development

Direct Funding
Community Development Block Grant Cluster:

Community Development Block Grant 14.218 $3,665,412
ARRA Community Development Block Grant 14.253 55,030             

Total Community Development Block Grant Cluster 3,720,442        

Community Development Block Grant - Section 108 Loan Guarantees 14.248 82,655             

Economic Development Initiative Special Project, Neighborhood Initiative 14.251 13,327             
  and Miscellaneous Grants

HOME Investment Partnership Program 14.239 164,390           

ARRA Homelessness Prevention and Rapid Re-Housing Program 14.257 330,815           

Total U.S. Department of Housing and Urban Development 4,311,629        

U.S. Department of Transportation

Passed Through Ohio Department of Transportation
ARRA Federal-Aid Highway Program 20.205 402,505           

Passed Through Ohio Department of Public Safety
State and Community Highway Safety 20.600 33,044             

Total U.S. Department of Transportation 435,549           

U.S. Department of Health and Human Services

Passed Through Ohio Department of Health
CDC Investigations, Technical Assistances and Affordable Care Act Projects 93.283 192,898           

HIV Prevention Program 93.940 38,000             

Total U.S. Department of Health and Human Services 230,898           

U.S. Department of Justice

Bulletproof Vest Partnership Program 16.607 13,621             

ARRA Public Safety Partnership and Community Policing Grant (COPS) 16.710 307,940           
Public Safety Partnership and Community Policing Grant (COPS) 16.710 125,207           
Total Public Safety Partnership and Community Policing Grant (COPS) 433,147           

Congressionally Recommended Awards 16.753 454,655           
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CONTINUED

Passed Through Lorain County Sheriff
ARRA Edward Byrne Memorial Justice Assistance Grant (JAG) Program 16.804 46,997             

Passed Through Lorain County
Edward Byrne Memorial Justice Assistance Grant (JAG) Program 16.738 25,083             

Total U.S. Department of Justice 973,503           

U.S. Department of Homeland Security

Direct Funding
Assistance to Firefighters Grant 97.044 48,000             

Total U.S. Department of Homeland Security 48,000             

U.S. Environmental Protection Agency

Direct Funding
Brownsfield Assessments and Cleanup Cooperative Agreements 66.818 76,912             

Total U.S. Environmental Protection Agency 76,912             

U.S. Department of Energy

Direct Funding
ARRA Energy Efficiency and Conservation Block Grant Program (EECBG) 81.128 5,948               

Total U.S. Department of Energy 5,948               

Total Federal Disbursements $6,082,439

The accompanying notes are an integral part of this schedule.
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CITY OF LORAIN 
LORAIN COUNTY 

 
NOTES TO THE SCHEDULE OF FEDERAL AWARDS EXPENDITURES 

FISCAL YEAR ENDED DECEMBER 31, 2010 
 
 
NOTE A - SIGNIFICANT ACCOUNTING POLICIES 
 
The accompanying Federal Awards Expenditures Schedule (the Schedule) reports the City of Lorain’s  
(the City’s) federal award program disbursements.  The Schedule has been prepared on the cash basis of 
accounting. 
 
NOTE B - SUBRECIPIENTS 
 
The City passes certain federal awards received from the U.S. Department of Housing and Urban 
Development to other governments or not-for-profit agencies (subrecipients).  As Note A describes, the 
City reports expenditures of Federal awards to subrecipients when paid in cash. 
 
As a subrecipient, the City has certain compliance responsibilities, such as monitoring its subrecipients to 
help assure they use these subawards as authorized by laws, regulations, and the provisions of contracts 
or grant agreements, and that subrecipients achieve the award’s performance goals.   
 
NOTE C - COMMUNITY DEVELOPMENT BLOCK GRANT (CDBG) REVOLVING LOAN PROGRAMS 
 
The City has a revolving loan fund (RLF) program to provide low-interest loans to businesses to create 
jobs for low to moderate income persons and also to lend money to eligible persons to rehabilitate 
homes.  The federal Department of Housing and Urban Development (HUD) grants money for these 
loans to the City.  The Schedule reports loans made and administrative costs as disbursements on the 
Schedule.  Subsequent loans are subject to the same compliance requirements imposed by HUD as the 
initial loans.   
 
These loans are collateralized by mortgages on the properties.  
 
Activity in the CDBG revolving loan fund during 2010 is as follows: 
 

Beginning loans receivable balance as of January 1, 2010 $14,767,414
Loans made 1,632,948
Loan principal repaid 1,149,413
Loans written off during year 56,300
Ending loans receivable balance as of December 31, 2010 $15,194,649

Cash balance on hand in the revolving loan fund as of December 31, 2010 $383,679
Administrative costs expended during 2010 134,692  

 
The table above reports gross loans receivable.  Of the loans receivable as of December 31, 2010, the 
City estimates $694,676 to be uncollectible. 

 
NOTE D - MATCHING REQUIREMENTS 
 
Certain Federal programs require the City to contribute non-Federal funds (matching funds) to support the 
Federally-funded programs.  The City has met its matching requirements.  The Schedule does not include 
the expenditure of non-Federal matching funds. 
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INDEPENDENT ACCOUNTANTS’ REPORT ON INTERNAL CONTROL OVER 
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS 

REQUIRED BY GOVERNMENT AUDITING STANDARDS 
 
 
City of Lorain 
Lorain County 
200 West Erie Avenue 
Lorain, Ohio 44052 
 
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 Lorain, Lorain County, Ohio (the 
City) as of and for the year ended December 31, 2010, which collectively comprise the City’s basic 
financial statements and have issued our report thereon dated September 16, 2011, wherein we noted 
the City restated the December 31, 2009 Net Assets of the Governmental Activities and Business-Type 
Activities to properly account for a capital asset.  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 the Comptroller General of the United States’ Government Auditing Standards. 

 
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 audit procedures for the purpose of expressing our opinions on the financial 
statements, but not for the purpose of opining on the effectiveness of the City’s internal control over 
financial reporting.  Accordingly, we have not opined on the effectiveness of the City’s internal control 
over financial reporting. 
 
A deficiency in internal control exists when the design or operation of a control does not allow 
management or employees, when performing their assigned functions, to prevent, or detect and timely 
correct misstatements.  A material weakness is a deficiency, or combination of internal control 
deficiencies resulting in more than a reasonable possibility that a material misstatement of the City’s 
financial statements will not be prevented, or detected and timely corrected. 
 
Our consideration of internal control over financial reporting was for the limited purpose described in the 
first paragraph of this section and was not designed to identify all deficiencies in internal control over 
financial reporting that might be deficiencies, significant deficiencies or material weaknesses.  We did not 
identify any deficiencies in internal control over financial reporting that we consider material weaknesses, 
as defined above. 
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Compliance and Other Matters 
 

As part of reasonably assuring whether the City’s financial statements are free of material misstatement, 
we tested its compliance with certain provisions of laws, regulations, contracts, and grant agreements, 
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 an opinion.  The results of our tests disclosed an instance of 
noncompliance or other matters we must report under Government Auditing Standards which is described 
in the accompanying schedule of findings as item 2010-001.   
 
We also noted certain matters not requiring inclusion in this report that we reported to the City’s 
management in a separate letter dated September 16, 2011.   
  
We intend this report solely for the information and use of management, City Council, the Finance 
Committee, federal awarding agencies and pass-through entities, and others within the City.  We intend it 
for no one other than these specified parties. 
 
 
 
 
 
 
 
 
 
Dave Yost  
Auditor of State 
 
 
September 16, 2011 
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INDEPENDENT ACCOUNTANTS’ REPORT ON COMPLIANCE WITH REQUIREMENTS 
APPLICABLE TO EACH MAJOR FEDERAL PROGRAM AND ON INTERNAL CONTROL OVER 

COMPLIANCE REQUIRED BY OMB CIRCULAR A-133 
 
 

City of Lorain 
Lorain County 
200 West Erie Avenue 
Lorain, Ohio 44052 
 
To the City Council: 

 
Compliance 

 
We have audited the compliance of the City of Lorain, Lorain 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 could directly and materiality affect each of the City of Lorain’s major federal 
programs for the year ended December 31, 2010.  The summary of auditor’s results section of the 
accompanying schedule of findings identifies the City’s major federal programs.  The City’s management 
is responsible for complying with the requirements of laws, regulations, contracts, and grants applicable 
to each major federal program.  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 included in the Comptroller General 
of the United States’ Government Auditing Standards; 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 reasonably assure whether noncompliance occurred with the compliance 
requirements referred to above that could directly and materially affect a major federal program.  An audit 
includes examining, on a test basis, evidence about the City’s compliance with those requirements and 
performing other procedures we considered necessary in the circumstances.  We believe 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 of Lorain complied, in all material respects, with the requirements referred to 
above that could directly and materially affect each of its major federal programs for the year ended 
December 31, 2010.   
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Internal Control Over Compliance 
 

The City’s management 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 the requirements that could directly and materially affect 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, but not for the 
purpose of opining on the effectiveness of internal control over compliance.  Accordingly, we have not 
opined on the effectiveness of the City’s internal control over compliance. 
 
A deficiency in internal control over compliance exists when the design or operation of a control over 
compliance does not allow management or employees, when performing their assigned functions, to 
prevent, or to timely detect and correct, noncompliance with a federal program compliance requirement.  
A material weakness in internal control over compliance is a deficiency, or combination of deficiencies, in 
internal control over compliance, such that there is a reasonable possibility that material noncompliance 
with a federal program compliance requirement will not be prevented, or timely detected and corrected. 
 
Our consideration of internal control over compliance was for the limited purpose described in the first 
paragraph of this section and was not designed to identify all deficiencies in internal control over 
compliance that might be deficiencies, 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.  However, we identified a certain deficiency in internal control over compliance that we 
consider to be a significant deficiency, described in the accompanying schedule of findings as item 2010-
002.  A significant deficiency in internal control over compliance is a deficiency, or a combination of 
deficiencies, in internal control over compliance with a federal program compliance requirement that is 
less severe than a material weakness in internal control over compliance, yet important enough to merit 
attention by those charged with governance. 
 

Federal Awards Expenditures Schedule 
 
We have also 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 Lorain, Lorain County, Ohio 
(the City) as of and for the year ended December 31, 2010, and have issued our report thereon dated 
September 16, 2011, wherein we noted the City restated the December 31, 2009 Net Assets of the 
Governmental Activities and Business-Type Activities to properly account for a capital lease.  Our audit 
was performed to form opinions on the financial statements that collectively comprise the City’s basic 
financial statements taken as a whole.  The accompanying Schedule of Federal Awards Expenditures 
provides additional information required by the U.S. Office of Management and Budget Circular A-133, 
Audits of States, Local Governments, and Non-Profit Organizations and is not a required part of the basic 
financial statements.  The schedule is management’s responsibility, and was derived from and relates 
directly to the underlying accounting and other records used to prepare the financial statements.  This 
schedule was subject to the auditing procedures we applied to the basic financial statements.  We also 
applied certain additional procedures, including comparing and reconciling this information directly to the 
underlying accounting and other records used to prepare the basic financial statements or to the basic 
financial statements themselves, in accordance with auditing standards generally accepted in the United 
States of America.  In our opinion, this information is fairly stated, in all material respects, in relation to the 
basic financial statements taken as a whole. 
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We also noted a matter involving federal compliance or internal control over federal compliance not 
requiring inclusion in this report, that we reported to the City’s management in a separate letter dated 
September 16, 2011.  
 
We intend this report solely for the information and use of management, City Council, the Finance 
Committee, federal awarding agencies, and pass-through entities.  It is not intended for anyone other than 
these specified parties.  
 
 
 
 
 
 
 
 
 
Dave Yost  
Auditor of State 
 
September 16, 2011 
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CITY OF LORAIN 
LORAIN COUNTY 

 
SCHEDULE OF FINDINGS 

OMB CIRCULAR A-133 § .505 
DECEMBER 31, 2010 

 
1.  SUMMARY OF AUDITOR’S RESULTS 

 
 (d)(1)(i) Type of Financial Statement Opinion Unqualified 

(d)(1)(ii) Were there any material control weaknesses 
reported at the financial statement level 
(GAGAS)? 

No 

(d)(1)(ii) Were there any significant deficiencies in 
internal control reported at the financial 
statement level (GAGAS)? 

No 

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

Yes 

(d)(1)(iv) Were there any material internal control 
weaknesses reported for major federal 
programs? 

No 

(d)(1)(iv) Were there any significant deficiencies in 
internal control reported for major federal 
programs? 

Yes 

(d)(1)(v) Type of Major Programs’ Compliance Opinion Unqualified for all major programs 

(d)(1)(vi) Are there any reportable findings under 
§ .510(a)? 

Yes 

(d)(1)(vii) Major Programs (list): Community Development Block 
Grant Cluster: CFDA #14.218 and 

#14.253; 
ARRA Homelessness Prevention 
and Rapid Re-Housing Program: 

CFDA #14.257; 
ARRA Federal-Aid Highway 
Program: CFDA #20.205; 

Public Safety Partnership and 
Community Policing Grant 

(COPS): CFDA #16.710; and 
Congressionally Recommended 

Awards: CFDA #16.753 

(d)(1)(viii) Dollar Threshold: Type A\B Programs Type A: > $ 300,000 
Type B: all others 

(d)(1)(ix) Low Risk Auditee? No 
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CITY OF LORAIN 
LORAIN COUNTY 

 
SCHEDULE OF FINDINGS 

OMB CIRCULAR A-133 § .505 
DECEMBER 31, 2010 

(CONTINUED) 
 

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

 
FINDING NUMBER 2010-001 

 
Material Noncompliance 
 
Advances of Restricted Funds 
  
Ohio Revised Code Section 5705.10 requires all revenue derived from a specific source to be credited 
to a special fund for the purpose for which the monies were received.  Although inter-fund cash advances 
may be a desirable method of resolving cash flow problems without the necessity of incurring additional 
interest expense for short-term loans, the intent of this type of cash advance is to require repayment  
within the current or succeeding year.  Auditor of State Bulletin 97-003 provides guidance on the legality 
and accounting treatment of inter-fund cash advances.   
 
Inter-fund cash advances are subject to the following requirements: 
 

1. Advances must be clearly labeled as such and distinguished from a transfer.  Advances are 
intended to temporarily reallocate cash from one fund to another and involve an expectation of 
repayment.  Transfers are intended to permanently reallocate cash between funds and are 
governed by Ohio Rev. Code Sections 5705.14 to 5705.16; 

 
2. In order to advance cash from one fund to another, there must be statutory authority to use the 

money in the fund advancing the cash (“creditor” fund) for the same purpose for which the fund 
receiving the cash (“debtor” fund) was established; 

 
3. The reimbursement from the debtor fund to the creditor fund must not violate any restrictions on 

the use of the money to be used to make the reimbursement, and; 
 
 4. Advances must be approved by formal resolution of City Council. 
  
During 2010, it was noted that material advances were made from the Water Works Enterprise Fund 
totaling $444,515 and the Water Pollution Control Enterprise Fund totaling $1,472,678 to the General 
Fund to cover operating expenses of the City.  As stated above, there must be statutory authority to use 
the money in the fund advancing the cash for the same purpose for which the fund receiving the cash 
was established.  As such, these advances are unallowable.  The Water Works Enterprise and Water 
Pollution Control Enterprise funds are restricted to those named purposes.  By advancing these monies to 
the General Fund, the monies may be used for purposes inconsistent with the Water Works Enterprise 
Fund and the Water Pollution Control Enterprise Fund.  These advances were repaid from the General 
Fund in 2010 and were no longer outstanding at year end. 
  
We recommend the City only authorize advances that are allowable per Ohio Revised Code Section 
5705.10 and Auditor of State Bulletin 97-003.   
 
 

 
 
 
 



 
 

13 
 

CITY OF LORAIN 
LORAIN COUNTY 

 
SCHEDULE OF FINDINGS 

OMB CIRCULAR A-133 § .505 
DECEMBER 31, 2010 

(CONTINUED) 
 

3.  FINDINGS AND QUESTIONED COSTS FOR FEDERAL AWARDS 
 

Federal Aid Highway Program - Accounting for Federal Monies under the American Recovery and 
Reinvestment Act of 2009 
 

Finding Number  2010-002 

CFDA Title and Number ARRA Federal-Aid Highway Program – CFDA #20.205 

Federal Award Year 2010 

Federal Agency U.S. Department of Transportation 

Pass-Through Agency Ohio Department of Transportation 

 
Significant Deficiency  
 
As provided in 2 CFR section 176.210(a), recipients of stimulus monies are required to maintain records 
that identify adequately the source and application of Recovery Act funds in order to maximize the 
transparency and accountability of funds authorized under the American Recovery and Reinvestment Act 
(ARRA) of 2009.  
  
During testing of federal expenditures, we noted that Recovery Act expenditures were not accounted 
for in separate expense line items than Non-Recovery Act expenditures in the City's accounting system, 
nor did the City have any other appropriate internal control in place to adequately identify Recovery 
Act expenditures from Non-Recovery Act expenditures.  Due to the nature of the different types of 
expenditures the Recovery Act funds were being used for versus the type of expenditures the Non-
Recovery Act funds were being used for, the City was ultimately able to identify the total amount 
of Recovery Act monies expended during the fiscal year by using the "description" field within their 
accounting system to identify the project the Recovery Act funds were used for.  Without the differing 
types of activities used with the Recovery Act funds, it would have been difficult to identify expenditures 
made with Recovery Act funds from those made with Non-Recovery Act funds as no intentional internal 
control was put in place.   
  
Adequate internal controls to account for Recovery Act expenditures in accordance with the Special 
Testing and Provisions compliance requirement were deemed not in place at the City.  Failure to account 
for Recovery Act expenditures separately from Non-Recovery Act expenditures could result in spending 
federal funds on unallowable activities.  Furthermore, failure to account for Recovery Act expenditures 
separately from Non-Recovery Act expenditures hinders the ability to accurately report expenditures 
of ARRA monies on the City's Schedule of Expenditures of Federal Awards. 
 
We recommend the City establish and maintain internal controls designed to reasonably ensure 
compliance with federal laws, regulations, and program compliance requirements, including internal 
controls designed to ensure compliance with ARRA requirements.  We recommend the City either use 
separate expense line items for Recovery Act expenditures versus Non-Recovery Act expenditures or 
maintain records in another manner which can easily separate the expenditures.   
 
We did not receive a response from Officials to the findings reported above. 
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 CITY OF LORAIN 
LORAIN COUNTY 

 
SCHEDULE OF PRIOR AUDIT FINDINGS 

OMB CIRCULAR A-133 § .315 (b) 
 DECEMBER 31, 2010 

 
 

Finding 
Number 

Finding 
Summary 

Fully 
Corrected? 

Not Corrected, Partially 
Corrected; Significantly 
Different Corrective Action 
Taken; or Finding No Longer 
Valid; Explain 

2009-1 ORC 5705.10 – Restricted 
funds were used to cover 
expenses in other funds 
that had a negative cash 
fund balance. 

Yes Corrected 

2009-2 ORC 5705.41(B) – 
Expenditures plus 
encumbrances exceeded 
appropriations in several 
funds at fiscal year-end 
December 31, 2009. 

No Partially Corrected – Reissued 
comment in management 
letter. 

2009-3 ORC 5705.36(A)(4) – 
Appropriations exceeded 
actual resources for 
several funds. 

Yes Corrected 

2009-4 ORC 723.52 – The City 
violated the relevant force 
account limit for 
construction of the Oberlin 
Avenue project. 

Yes Corrected 

2009-5 ORC 5705.10 – The City 
advanced monies from the 
Water Works Enterprise 
and the Water Pollution 
Control Enterprise funds 
to the General Fund to 
cover operating expenses 
of the City. 

No Not Corrected – Reissued as 
Finding 2010-001. 

2009-6 A material adjustment was 
made to the financial 
statements due to an 
understatement of 
accounts payable. 

Yes Corrected 
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Auditor of State pursuant to Section 117.26, Revised Code, and which is filed in Columbus, Ohio. 
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