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Dave Yost - Auditor of State

INDEPENDENT AUDITOR’S REPORT

City of Youngstown
Mahoning County

26 S. Phelps St.
Youngstown, Ohio 44503

To the Members of Council:

Report on the Financial Statements

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 Youngstown,
Mahoning County, Ohio (the City), as of and for the year ended December 31, 2012, and the related
notes to the financial statements, which collectively comprise the City’s basic financial statements as
listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for preparing and fairly presenting these financial statements in accordance
with accounting principles generally accepted in the United States of America; this includes designing,
implementing, and maintaining internal control relevant to preparing and fairly presenting financial
statements that are free from material misstatement, whether due to fraud or error.

Auditor's Responsibility

Our responsibility is to opine on these financial statements based on our audit. We audited in accordance
with auditing standards generally accepted in the United States of America and the financial audit
standards in the Comptroller General of the United States’ Government Auditing Standards. Those
standards require us to plan and perform the audit to reasonably assure the financial statements are free
from material misstatement.

An audit requires obtaining evidence about financial statement amounts and disclosures. The procedures
selected depend on our judgment, including assessing the risks of material financial statement
misstatement, whether due to fraud or error. In assessing those risks, we consider internal control
relevant to the City's preparation and fair presentation of the financial statements in order to design audit
procedures that are appropriate in the circumstances, but not to the extent needed to opine on the
effectiveness of the City's internal control. Accordingly, we express no opinion. An audit also includes
evaluating the appropriateness of management’s accounting policies and the reasonableness of their
significant accounting estimates, as well as our evaluation of the overall financial statement presentation.

We believe the audit evidence we obtained is sufficient and appropriate to support our audit opinions.

Opinion

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 Youngstown, Mahoning County, Ohio, as of
December 31, 2012, and the respective changes in financial position and, where applicable, cash flows
thereof and the respective budgetary comparisons for the General, Fire Levy, Policy Levy, Covelli Centre
and the Community Development funds for the year then ended in accordance with the accounting
principles generally accepted in the United States of America.

101 Central Plaza South, 700 Chase Tower, Canton, Ohio 44702-1509
Phone: 330-438-0617 or 800-443-9272 Fax: 330-471-0001
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Other Matters

Required Supplementary Information

Accounting principles generally accepted in the United States of America require this presentation to
include Management’s discussion and analysis, listed in the table of contents, to supplement the basic
financial statements. Although this information is not part of the basic financial statements, the
Governmental Accounting Standards Board considers it essential for placing the basic financial
statements in an appropriate operational, economic, or historical context. We applied certain limited
procedures to the required supplementary information in accordance with auditing standards generally
accepted in the United States of America, consisting of inquiries of management about the methods of
preparing the information and comparing the information for consistency with management’s responses to
our inquiries, to the basic financial statements, and other knowledge we obtained during our audit of the
basic financial statements. We do not opine or provide any assurance on the information because the
limited procedures do not provide us with sufficient evidence to opine or provide any other assurance.

Supplementary and Other Information
Our audit was conducted to opine on the City’s basic financial statements taken as a whole.

The Schedule of Federal Awards Receipts and Expenditures (the Schedule) presents additional analysis
as 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 financial statements.

The schedule is management’s responsibility, and derives from and relate directly to the underlying
accounting and other records used to prepare the basic financial statements. We subjected this schedule
to the auditing procedures we applied to the basic financial statements. We also applied certain
additional procedures, including comparing and reconciling the schedule 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 schedule is fairly stated in all material respects in relation to the basic
financial statements taken as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated March 20,
2014, 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 grant agreements and other
matters. That report describes the scope of our internal control testing over financial reporting and
compliance, and the results of that testing, and does not opine on internal control over financial reporting
or on compliance. That report is an integral part of an audit performed in accordance with Government
Auditing Standards in considering the City’s internal control over financial reporting and compliance.

)

Dave Yost
Auditor of State
Columbus, Ohio

March 20, 2014
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CITY OF YOUNGSTOWN, OHIO

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED DECEMBER 31, 2012
(UNAUDITED)

The management’s discussion and analysis of the City of Youngstown’s (the “City”) financial performance provides
an overall review of the City’s financial activities for the year ended December 31, 2012. The intent of this
discussion and analysis is to look at the City’s financial performance as a whole; readers should also review the
basic financial statements and the notes to the basic financial statements to enhance their understanding of the City’s
financial performance.

Financial Highlights

Key financial highlights for 2012 are as follows:

>

The total net position of the City increased $11,418,157. Net position of governmental activities increased
$4,722,082 or 4.96% from 2011 and net position of business-type activities increased $6,696,075 or 9.5% from
2011.

General revenues accounted for $51,106,260 or 63.79% of total governmental activities revenue. Program
specific revenues accounted for $29,011,125 or 36.21% of total governmental activities revenue of
$80,117,385.

The City had $75,395,303 in expenses related to governmental activities; $29,011,125 of these expenses was
offset by program specific charges for services, grants or contributions. The remaining expenses of the
governmental activities of $46,384,178 were offset by general revenues (primarily property taxes, income taxes
and unrestricted grants and entitlements) of $51,106,260.

The general fund had revenues and other financing sources of $39,449,608 in 2012. This represents an increase
of $1,124,740 from 2011. The expenditures and other financing uses of the general fund, which totaled
$38,183,658 in 2012, increased $662,844 from 2011. The increase in fund balance was $1,265,950 in the
general fund at December 31, 2012.

The fire levy fund had revenues and other financing sources of $14,247,518 in 2012. This represents an
increase of $9,794 from 2011. The expenditures of the fire levy fund, which totaled $13,739,578 in 2012,
decreased $216,947 from 2011. The increase in fund balance was $507,940 in the fire levy fund at December
31, 2012.

The police levy fund had revenues and other financing sources of $18,697,143 in 2012. This represents a
decrease of $327,640 from 2011. The expenditures of the police levy fund, which totaled $18,342,053 in 2012,
decreased $263,650 from 2011. The increase in fund balance was $355,090 in the police levy fund at
December 31, 2012.

The Covelli Centre fund had revenues and other financing sources of $12,671,565 in 2012. This represents
an increase of $327,664 from 2011. The expenditures of the Covelli Centre fund, which totaled $12,342,370 in
2012, increased $34,601 from 2011. The increase in fund balance was $329,195 in the Covelli Centre fund at
December 31, 2012.

The community development fund had revenues of $4,227,602 in 2012. This represents a decrease of $395,355
from 2011. The expenditures and other financing uses of the community development fund, which totaled
$4,585,799 in 2012, decreased $60,947 from 2011. The decrease in fund balance was $358,197 in the
community development fund at December 31, 2012.

The bond retirement fund had revenues and other financing sources of $2,211,899 in 2012. This represents a
decrease of $145,773 from 2011. The expenditures and other financing uses of the bond retirement fund, which
totaled $2,277,948 in 2012, decreased $118,614 from 2011. The decrease in fund balance was $66,049 in the
bond retirement fund at December 31, 2012.
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CITY OF YOUNGSTOWN
MAHONING COUNTY

SCHEDULE OF FEDERAL AWARDS RECEIPTS AND EXPENDITURES
FOR THE YEAR ENDED DECEMBER 31, 2012

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

U.S DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT

Direct Programs

Community Development Block Grant Entitlement Grants (CDBG) Cluster

74

Community Development Block Grant/ B-09-MC-39-0023 14.218 $  35,000.00 $  35,000.00
Entitlement Grants - 35th Year

Community Development Block Grant/ B-10-MC-39-0023 14.218 175,688.52 175,688.52
Entitlement Grants - 36th Year

Community Development Block Grant/ B-11-MC-39-0023 14.218 1,489,285.05 1,489,285.05
Entitlement Grants - 37th Year

Community Development Block Grant/ B-12-MC-39-0023 14.218 2,377,307.05 2,377,307.05
Entitlement Grants - 38th Year

Community Development Block Grant/ B-08-MN-39-0014 14.218 864,864.64 864,864.64
Neighborhood Stabilization Program

Community Development Block Grants/Entitlement Grants - 14.218 99,610.95 99,610.95

Subtotal Community Develoment Block Grant/

Entitlement Grants Cluster 5,041,756.21 5,041,756.21
Emergency Shelter Grants Program S-11-MC-39-0023 14.231 135,580.32 135,580.32
Emergency Shelter Grants Program S-12-MC-39-0023 14.231 19,581.41 19,581.41

Subtotal 155,161.73 155,161.73
HOME Investment Partnerships Program MC-04-MC-39-0023 14.239 32,560.67 32,560.67
HOME Investment Partnerships Program MC-05-MC-39-0023 14.239 69,804.00 69,804.00
HOME Investment Partnerships Program MC-06-MC-39-0023 14.239 67,834.05 67,834.05
HOME Investment Partnerships Program MC-07-MC-39-0023 14.239 38,368.02 38,368.02
HOME Investment Partnerships Program MC-08-MC-39-0023 14.239 25,000.00 25,000.00
HOME Investment Partnerships Program MC-10-MC-39-0023 14.239 77,722.05 77,722.05
HOME Investment Partnerships Program MC-11-MC-39-0023 14.239 743,941.12 743,941.12
HOME Investment Partnerships Program MC-12-MC-39-0023 14.239 388,206.74 388,206.74

Subtotal 1,443,436.65 1,443,436.65




SCHEDULE OF FEDERAL AWARDS RECEIPTS AND EXPENDITURES
FOR THE YEAR ENDED DECEMBER 31, 2012

CITY OF YOUNGSTOWN
MAHONING COUNTY

Federal Grantor/ Federal
Pass Through Grantor Pass Through CFDA
Program Title Entity Number Number Receipts Disbursements
ARRA - Homlessness Prevention and Rapid
Re-Housing Program S-09-MY-39-0023 14.257 261,878.91 261,878.91
Subtotal 261,878.91 261,878.91
Total U.S. Department of Housing and Urban Development 6,902,233.50 6,902,233.50
U.S. DEPARTMENT OF JUSTICE
Justice Assistance Grants (JAG) Program Cluster
Direct Programs
Edward Byrne Memorial Justice Grant Program 2012-DJ-BX-0143 16.738 77,217.00 38,609.00
Passed Through Governor's Office of Criminal
Justice Services
Edward Byrne Justice Assistance Grant Formula Program 2011-JG-A02-6910 16.738 22,805.90 57,921.25
Edward Byrne Justice Grant Program 2010-JG-A02-6811 16.738 15,943.35 -
Edward Byrne Justice Assistance Grant Formula Program 2009-JG-A0V-V6881 16.738 18,609.54 61,359.09
Subtotal JAG Program Cluster 134,575.79 157,889.34
Passed Through COPS Office
COPS Hiring Program 2012-UM-WX-0144 16.710 14,929.98 14,929.98
Direct Programs
Public Safety Partnership and Community Policing Grant 2009-RK-WX-0682 16.710 413,212.83 258,829.70
Bulletproof Vest Partnership Program 2010-BU-BX-06030580 16.607 4,082.37 -
Bulletproof Vest Partnership Program 2006-BU-BX-06030580 16.607 10,999.45 7,631.91
Total U.S. Department of Justice 577,800.42 439,280.93
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CITY OF YOUNGSTOWN
MAHONING COUNTY

SCHEDULE OF FEDERAL AWARDS RECEIPTS AND EXPENDITURES
FOR THE YEAR ENDED DECEMBER 31, 2012

Federal Grantor/ Federal
Pass Through Grantor Pass Through CFDA
Program Title Entity Number Number Receipts Disbursements
U.S. DOT- FEDERAL HIGHWAY ADMINISTRATION
Passed Through The Ohio Department of Transportation
Highway Planning and Construction 80675 20.205 55,612.94 55,612.94
81055 20.205 36,311.81 36,311.81
82086 20.205 137,536.14 137,536.14
87408 20.205 282,726.17 282,726.17
89157 20.205 683,624.24 683,624.24
91017 20.205 273,872.23 273,872.23
Subtotal 1,469,683.53 1,469,683.53
Passed Through The Ohio Rail Development Commission
ARRA - Brier Hill Industrial Park Rail Modernization 86887 20.205 9,566,689.74 9,566,689.74
Total U.S. DOT - Federal Highway Administration 11,036,373.27 11,036,373.27
NATIONAL HIGHWAY TRAFFIC SAFETY ADMINISTRATION
Passed Through Governor's Office of Highway Safety
Alcohol Impaired Driving Countermeasures Incentive Grants I ~ HVEO-2012-50-00-00284-00 20.601 20,843.14 15,996.27
Alcohol Impaired Driving Countermeasures Incentive GrantsI ~ HVEO-2013-50-00-00385-00 20.601 - 4,140.27
Total National Highway Traffic Safety Administration 20,843.14 20,136.54
U.S DEPARTMENT OF ENERGY
Direct Programs
ARRA - Energy Efficiency and Conservation Block Grant DE-SC0002996 81.128 86,882.65 50,466.67
Total U.S. Department of Energy 86,882.65 50,466.67
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CITY OF YOUNGSTOWN
MAHONING COUNTY

SCHEDULE OF FEDERAL AWARDS RECEIPTS AND EXPENDITURES
FOR THE YEAR ENDED DECEMBER 31, 2012

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

U.S DEPARTMENT OF HEALTH AND HUMAN SERVICES
Passed Through Ohio Department of Health

Immunization Cluster:

Immunization Grants 50-2-001-2-IM-0411 93.268 3,604.00 -
HIV Activities-Health Department Based 50-2-001-2-HP-0411 93.940 - -
Preventive Health Services-Sexually Transmitted Diseases 50-2-001-2-ST-0412 93.977 - -

Control Grants

Maternal and Child Health Services Block Grants to the States ~ 50-2-001-1-DS-0512 93.994 30,000.00 20,631.00
Subtotal 30,000.00 20,631.00
Total U.S. Department of Health and Human Services 33,604.00 20,631.00

U.S. ENVIRONMENTAL PROTECTION AGENCY
Passed Througn Ohio Environmental Protection Agency

Air Pollution Control Program Support SFY 2012-13 66.001 79,745.00 99,527.91
Air Pollution Control Program Support SFY 2011-12 66.001 160,914.00 160,914.00
Total U.S. Environmental Protection Agency 240,659.00 260,441.91

U.S. DEPARTMENT OF HOMELAND SECURITY
Direct Programs

Assistance to Firefighters Grant EMW-2007-FF-00915 97.044 56,992.50 56,992.50

Total U.S. Department of Homeland Security 56,992.50 56,992.50

U.S. DEPARTMENT OF AGRICULTURE
Passed Through Ohio Department of Education

Summer Food Service Program for Children 10.559 57,534.50 29,809.00
Total U.S. Department of Agriculture 57,534.50 29,809.00
Total Federal Awards 19,012,922.98 18,816,365.32

The accompanying notes to this schedule are an integral part of this schedule.
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CITY OF YOUNGSTOWN
MAHONING COUNTY

NOTES TO THE SCHEDULE OF FEDERAL AWARDS RECEIPTS AND EXPENDITURES
YEAR ENDED DECEMBER 31, 2012

NOTE A - SIGNIFICANT ACCOUNTING POLICIES

The accompanying Schedule of Federal Awards Receipts and Expenditures (the Schedule) reports the
City of Youngstown'’s (the City’s) federal award programs’ receipts and 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 property and/or tangible personal property.

Activity in the CDBG revolving loan fund during 2012 is as follows:

Beginning loans receivable balance as of January 1, 2012 $540,763
Loans made 0
Loan principal repaid 320,490
Ending loans receivable balance as of December 31, 2012 $220,273

It is not practical to determine either the amount of cash on hand or administrative costs attributable to
CDBG loans as financial activity of the CDBG loan programs are commingled with other CDBG program
funds.

The table above reports loans receivable net of allowance for uncollectible accounts.

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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Dave Yost - Auditor of State

INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS
REQUIRED BY GOVERNMENT AUDITING STANDARDS

City of Youngstown
Mahoning County

26 S. Phelps St.
Youngstown, Ohio 44503

To the Members of Council:

We have audited, in accordance with auditing standards generally accepted in the United States and the
Comptroller General of the United States’ Government Auditing Standards, the financial statements of
the governmental activities, the business-type activities, each major fund, and the aggregate remaining
fund information of the City of Youngstown, Mahoning County, (the City) as of and for the year ended
December 31, 2012, and the related notes to the financial statements, which collectively comprise the
City’s basic financial statements and have issued our report thereon dated March 20, 2014.

Internal Control Over Financial Reporting

As part of our financial statement audit, we considered the City’s internal control over financial reporting
(internal control) to determine the audit procedures appropriate in the circumstances to the extent
necessary to support our opinions on the financial statements, but not to the extent necessary to opine on
the effectiveness of the City’s internal control. Accordingly, we have not opined on it.

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 a reasonable possibility that internal control will not prevent or detect and timely
correct a material misstatement of the City’s financial statements. A significant deficiency is a deficiency,
or a combination of deficiencies, in internal control that is less severe than a material weakness, yet
important enough to merit attention by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all internal control deficiencies that might be material
weaknesses or significant deficiencies. Given these limitations, we did not identify any deficiencies in
internal control that we consider material weaknesses. However, unidentified material weaknesses may
exist. We did identify certain deficiencies in internal control, described in the accompanying schedule of
findings that we consider significant deficiencies in internal control. We consider findings 2012-002 and
2012-004 to be significant deficiencies.

101 Central Plaza South, 700 Chase Tower, Canton, Ohio 44702-1509
Phone: 330-438-0617 or 800-443-9272 Fax: 330-471-0001
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City of Youngstown

Independent Auditor’'s Report on Internal Control Over
Financial Reporting and on Compliance and Other Matters
Required by Government Auditing Standards

Page 2

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, opining 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 instances of noncompliance
or other matters we must report under Government Auditing Standards which are described in the
accompanying schedule of findings as items 2012-001 and 2012-003.

Entity’s Response to Findings

The City’s responses to the findings identified in our audit are described in the accompanying corrective
action plan. We did not audit the City’s responses and, accordingly, we express no opinion on them.

Purpose of this Report
This report only describes the scope of our internal control and compliance testing and our testing results,
and does not opine on the effectiveness of the City’s internal control or on compliance. This report is an

integral part of an audit performed under Government Auditing Standards in considering the City’s
internal control and compliance. Accordingly, this communication is not suitable for any other purpose.

)

Dave Yost
Auditor of State
Columbus, Ohio

March 20, 2014
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Dave Yost - Auditor of State

INDEPENDENT AUDITOR’S 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 Youngstown
Mahoning County

26 S. Phelps St.
Youngstown, Ohio 44503

To the Members of Council:
Report on Compliance for Each Major Federal Program

We have audited the City of Youngstown's (the City) compliance with the applicable requirements
described in the U.S. Office of Management and Budget (OMB) Circular A-133, Compliance Supplement
that could directly and materially affect each of the City of Youngstown’s major federal programs for the
year ended December 31, 2012. The Summary of Auditor’s Results in the accompanying schedule of
findings identifies the City’s major federal programs.

Management’s Responsibility

The City’s Management is responsible for complying with the requirements of laws, regulations, contracts,
and grants applicable to its federal programs.

Auditor’s Responsibility

Our responsibility is to opine on the City’s compliance for each of the City’s major federal programs based
on our audit of the applicable compliance requirements referred to above. Our compliance audit followed
auditing standards generally accepted in the United States of America; the standards for 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. These standards
and OMB Circular A-133 require us to plan and perform the audit to reasonably assure whether
noncompliance with the applicable compliance requirements referred to above that could directly and
materially affect 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 our audit provides a reasonable basis for our compliance opinion on the City’s major
programs. However, our audit does not provide a legal determination of the City’s compliance.

Opinion on Each Major Federal Program

In our opinion, the City of Youngstown complied, in all material respects with the compliance
requirements referred to above that could directly and materially affect each of its major federal programs
for the year ended December 31, 2012.

101 Central Plaza South, 700 Chase Tower, Canton, Ohio 44702-1509
Phone: 330-438-0617 or 800-443-9272 Fax: 330-471-0001
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City of Youngstown

Independent Auditor’'s Report on Compliance with Requirements
Applicable to Each Major Federal Program and on Internal Control
Over Compliance Required by OMB Circular A-133

Page 2

Other Matters

The results of our auditing procedures disclosed an instance of noncompliance which OMB Circular A-
133 requires us to report, described in the accompanying schedule of findings as item 2012-005. This
finding did not require us to modify our compliance opinion on each major federal program.

The City’s response to our noncompliance finding is described in the accompanying corrective action
plan. We did not audit the City’s response and, accordingly, we express no opinion on it.

Report on Internal Control Over Compliance

The City’s management is responsible for establishing and maintaining effective internal control over
compliance with the applicable compliance requirements referred to above. In planning and performing
our compliance audit, we considered the City’s internal control over compliance with the applicable
requirements that could directly and materially affect a major federal program, to determine our auditing
procedures appropriate for opining on each major federal program’s compliance and to test and report on
internal control over compliance in accordance with OMB Circular A-133, but not to the extent needed to
opine 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’s applicable 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’s compliance requirement will not be prevented, or timely detected
and corrected. A significant deficiency in internal control over compliance is a deficiency, or a combination
of deficiencies, in internal control over compliance with federal program’s applicable 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.

Our consideration of 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 over
compliance that might be material weaknesses or significant deficiencies. We did not identify any
deficiencies in internal control over compliance that we consider to be material weaknesses. However,
material weaknesses may exist that have not been identified.

This report only describes the scope of our internal control compliance tests and the results of this testing

based on OMB Circular A-133 requirements. Accordingly, this report is not suitable for any other
purpose.

)

Dave Yost
Auditor of State
Columbus, Ohio

March 20, 2014
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CITY OF YOUNGSTOWN
MAHONING COUNTY

SCHEDULE OF FINDINGS

OMB CIRCULAR A -133 § .505

DECEMBER 31, 2012

1. SUMMARY OF AUDITOR’S RESULTS

(D)) Type of Financial Statement Opinion Unmodified
(d)(@Q)(ii) Were there any material control weaknesses No
reported at the financial statement level
(GAGAS)?
(d)(@Q)(i) Were there any significant deficiencies in Yes
internal control reported at the financial
statement level (GAGAS)?
(d)(Q)(ii) Was there any reported material Yes
noncompliance at the financial statement level
(GAGAS)?
(d)(Q)(iv) Were there any material internal control No
weaknesses reported for major federal
programs?
(d)(Q)(iv) Were there any significant deficiencies in No
internal control reported for major federal
programs?
(D)) (V) Type of Major Programs’ Compliance Opinion Unmodified
(d)(@)(vi) Are there any reportable findings under Yes
§.510(a)?
(d)(L)(vii) Major Programs (list): Community Development Block
Grant Entitlement Cluster - 14.218
HOME Investments Partnership
Program - 14.239
ARRA Homelessness Prevention
and Rapid Re-housing Program-
14.257
ARRA Highway Planning and
Construction - 20.205
(d)(Q)(viii) Dollar Threshold: Type A\B Programs Type A: > $ 564,491
Type B: all others
(d)(Q)(ix) Low Risk Auditee? No
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City of Youngstown
Mahoning County
Schedule of Findings
Page 2

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

FINDING NUMBER 2012-001

Noncompliance

Ohio Revised Code 8§ 5705.10(1) provides that money paid into any fund shall be used only for the
purposes for which such fund was established. The existence of a deficit balance in any fund indicates
that money from another fund or funds have been used to pay the obligations of the fund carrying the
deficit balance.

As of December 31, 2012, the following funds had negative cash balances:

General Fund (Fund 1001) $2,649,801
CDA (Fund 2601) $37,205
Litter Control and Recycling (Fund 2903) $20,916

In the General Fund the deficit occurred due to the City incorrectly classifying notes receivable as cash
and cash equivalents, which overstated their general fund cash balance.

Ohio Revised Code 5705.36(A)(3) requires obtaining an increased amended certificate from the budget
commission if the legislative authority intends to appropriate and expend excess revenue. Ohio Revised
Code 5705.36(A)(4) requires obtaining a reduced amended certificate if the amount of the deficiency will
reduce available resources below the current level of appropriation. The total appropriations made during
a fiscal year from any fund must not exceed the amount contained in the certificate of estimated
resources or the amended certificate of estimated resources which was certified prior to making the
appropriation or supplemental appropriation.

Because of the reclassification of the loans receivable, the City’s General Fund final appropriations less
encumbrances of $41,007,254 exceeded estimated resources (unencumbered beginning fund deficit plus
estimated revenues) of $38,197,028 by $2,810,226.

We recommend the City comply with the aforementioned sections of the Ohio Revised Code.
Officials’ Response: See Corrective Action Plan.

FINDING NUMBER 2012-002
Significant Deficiency

The City of Youngstown participates in the Bureau of Workers’ Compensation (BWC) Retrospective
Rating Plan. BWC suggests that the participating employer set aside money to pay claims costs and
also to defray the costs of reserves. In addition, BWC suggests the employer maintain an
amount in reserve sufficient to cover at least the reserve amount provided in the Retrospective
Premium Summary.

BWC provides the City with a Retrospective Premium Summary report annually. This report
includes the actuarially determined amount that BWC recommends the City have on reserve in the
Workers’ Compensation (WC) Internal Service Fund. At December 31, 2012, BWC recommended
the actuarially determined amount for the City of Youngstown to be $2,183,296.

At December 31, 2012 the City had $1,404,086 in the WC fund, resulting in an underfunded difference of
$779,210.
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City of Youngstown
Mahoning County
Schedule of Findings
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FINDING NUMBER 2012-002
(Continued)

Underfunding the WC Internal Service Fund could result in the City not having funds available to pay
active claims. We recommend the City maintain an amount in reserve to sufficiently cover at least the
reserves.

Officials’ Response: See Corrective Action Plan.
FINDING NUMBER 2012-003
Noncompliance

Ohio Revised Code Section 5705.41(D) provides that no orders or contracts involving the expenditure of
money are to be made unless a certificate signed by the fiscal office is attached. The fiscal officer must
certify that the amount required for the order or contract has been lawfully appropriated and is in the
process of collection to the credit of an appropriate fund free from any previous encumbrances.

There are several exceptions to the standard requirement stated above that a fiscal officer’s certificate
must be obtained prior to a subdivision or taxing authority entering into a contract or order involving the
expenditure of money. The main exceptions are: “then and now” certificates, blanket certificates, and
super blanket certificates, which are provided for in sections 5705.41(D)(1) and 5705.41(D)(3),
respectively, of the Ohio Revised Code.

1. Then and Now Certificate: If the fiscal officer can certify both at the time that the contract or
order was made “then” at the time that the fiscal officer is completing the certification “now”,
sufficient funds were available or in the process of collection, to the credit of a proper fund,
properly appropriated and free from any previous encumbrances, the taxing authority can
authorize the drawing of a warrant for the payment of the amount due. The taxing authority has
30 days from the receipt of such certificate to approve payment by resolution or ordinance.

Amounts of less than $3,000 may be paid by the fiscal officer without a resolution or ordinance
upon completion of the “then and now” certificate, provided that the expenditure is otherwise
lawful. This does not eliminate any otherwise applicable requirement for approval of expenditures
by the City.

2. Blanket Certificate: Fiscal officers may prepare “blanket” certificates for a certain sum of money
not in excess of an amount established by resolution or ordinance adopted by a majority of the
members of the legislative authority against any specific line item account over a period not
running beyond the end of the current fiscal year. The blanket certificates may, but need not, be
limited to a specific vendor. Only one blanket certificate may be outstanding at one particular time
for any one particular line item appropriation.

3. Super Blanket Certificate: The City may also make expenditures and contracts for any amount
from a specific line-item appropriation account in a specified fund upon certification of the fiscal
office for most professional services, fuel, oil, food items, and any other specific recurring and
reasonably predictable operating expense. This certification is not to extend beyond the current
year. More than one super blanket certificate may be outstanding at a particular time for any line
item appropriation.

The City did not always encumber funds at the time of the commitment. We noted 13 out of the 25
expenditures tested were not properly encumbered. Incurring obligations prior to the fiscal officer's
certification could result in the City spending more than appropriated. Unless the exceptions noted above
are used, prior certification is not only required by statute but is a key control in the disbursement process
to assure that purchase commitments receive prior approval.
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FINDING NUMBER 2012-003
(Continued)

In addition we identified 2 unrecorded encumbrances during our search for unrecorded encumbrance test
that were not properly recorded.

To improve controls over disbursements and to help reduce the possibility of the City’s funds exceeding
budgetary spending limitations, we recommend that the fiscal officer certify that the funds are or will be
available prior to obligation by the City. When prior certification is not possible, “then and now”
certification should be used.

We recommend the City certify purchases to which section 5705.41(D) applies. The most convenient
certification method is to use purchase orders that include the certification language 5705.41(D) requires
to authorize disbursements. The fiscal officer should sign the certification at the time the City incurs a
commitment, and only when the requirements of 5705.41(D) are satisfied. The fiscal officer should post
approved purchase commitments to the proper appropriation code, to reduce the available appropriation.

Implementation of this recommendation may assist the City in maintaining compliance with Ohio Revised
Code.

Officials’ Response: See Corrective Action Plan.
FINDING NUMBER 2012-004
Significant Deficiency

AU-C Section 265 Communicating Internal Control Related Matters Identified in an Audit, establishes
standards on communicating matters related to an entity’s internal control as they apply to financial
reporting.

Entities must have controls in place to ensure:

e The financial information submitted is accurate in all material respects and that all necessary
disclosures were made.
e The internal control structure and procedures provide reasonable assurance as to the proper
recording of financial transactions and balances.
e Management evaluated the effectiveness of the internal control structure over the financial
information.
[ )
The City failed to apply GASB 63 to the December 31, 2012 financial statements. GASB 63 provides
guidance for reporting deferred outflows of resources, deferred inflows of resources and net position in a
statement of financial position and related note disclosures and was effective for the 2012 financial
statements. The City did adjust the accompanying financials statements and notes to include the
provisions of GASB 63.

We recommend the City implement controls and procedures related to financial reporting that will enable
management to identify, prevent, detect and correct potential misstatements in the financial statements.

Officials’ Response: See Corrective Action Plan.

87



City of Youngstown
Mahoning County
Schedule of Findings

Page 5
| 3. FINDINGS FOR FEDERAL AWARDS
Finding Number 2012-005
CFDA Title and Number Community Development Block Grant Entitlement
Cluster - 14.218
HOME Investments Partnership Program - 14.239
ARRA Homelessness Prevention and Rapid Re-
housing Program- 14.257
ARRA Highway Planning and Construction - 20.205
Federal Award Number / Year 2012
Federal Agency United States Department of Housing and Urban
Development
Pass-Through Agency None, Direct Funding

Noncompliance
OMB Circular A-133 Reporting Deadline

OMB Circular A-133 Section 200 (b) provides that non-Federal entities that expend $500,000 or more in
a year in Federal awards shall have a single audit conducted in accordance with Section 500 except
when they elect to have a program-specific audit conducted in accordance with paragraph (c) of this
section.

OMB Circular A-133 Section 320 (a) provides the audit shall be completed and the data collection form
described in paragraph (b) of this section and reporting package described in paragraph (c) of this section
shall be submitted within the earlier of 30 days after receipt of the auditor's report(s), or nine months after
the end of the audit period, unless a longer period is agreed to in advance by the cognizant or oversight
agency for audit. Unless restricted by law or regulation, the auditee shall make copies available for public
inspection.

The City did not file its December 31, 2012 data collection form and reporting package by September 30,
2013.

We recommend the City submit its data collection form and reporting package within the time frame as
required by OMB Circular A-133 Section 320.

Officials’ Response: See Corrective Action Plan.
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CITY OF YOUNGSTOWN
MAHONING COUNTY

SCHEDULE OF PRIOR AUDIT FINDINGS
OMB CIRCULAR A -133 § .315 (b)

DECEMBER 31, 2012

Finding
Number

Finding
Summary

Fully
Corrected?

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

2011-01

ORC 5705.10, negative
fund balance identified
within the General Fund,
HIV Prevention Fund,
CDA Fund and Water
Tank Fund.

No

Repeat for the current audit,
see Finding # 2012-001

2011-02

The City participates in
the BWC Retrspective
Rating Plan. BWC
recommends the City
have on reserve in the
Workers’ Compensation
Internal Service Fund
totaling $2,160,298.
However, the City only
had $1,016,360 in the WC
fund.

No

Repeat for the current audit,
see Finding # 2012-002

2011-03

The City classified
$12,725,000 as short-term
note debt. However, a
portion of the notes
payable outstanding at
December 31, 2010, was
refinanced prior to the
issuance of the financial
statements and has a new
maturity date beyond the
end of the year. These
were reclassified as long
term obligations.

Yes

2011-04

The City failed to file its
December 31, 2011 data
collection form and
reporting package by
September 30, 2012.

No

Repeat for the current audit,
see Finding # 2012-005
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CITY OF YOUNGSTOWN
MAHONING COUNTY

FOR THE YEAR ENDED DECEMBER 31, 2012

CORRECTIVE ACTION PLAN

OMB CIRCULAR A-133 §.315 (c)

Finding
Number

Planned Corrective
Action

Anticipated
Completion
Date

Responsible
Contact Person

2012-001

General Fund 1001 - The City Administration and the
Finance Director chose to book the Float Loans as
cash equivalents because of the ability to drawdown
on the Letters of Credit immediately upon request to
the Banks by the City. The City has structured the
new Financial Accounting system to account for the
float loans as cash equivalents.

CDA Fund 2601 — Logos bank transfer transactions
were booked to a single CDA Fund in error. Bank
transfers should be booked to multiple CDA Funds.
Corrections to entries are ongoing.

Litter Control and Recycling Fund 2903 — The second
drawdown from Mahoning County requested in
October 2012 was not received until 01/13. Fund
2903 has a positive cash balance as of 12-31-13.

Jan 2013

Aug 2014

Jan 2013

Finance Director

2012-002

The Finance Director agrees that the Workers
Compensation Fund is underfunded. As of 12-31-13,
the Workers Compensation is fully funded for the year
2012.

Jun 2013

Finance Director

2012-003

The City agrees that the Director of Finance needs to
certify the availability of funds prior to expenditure. All
purchase orders are certified via Ordinance either on
an individual basis (est. 30% of purchase orders) or
through the annual budget process (est. 70% of
purchase orders).

We presently implement the certification of funds
method at year-end and throughout the year when
encumbrances are received by the Finance
Department prior to securing goods or services.

The Financial Management module of the New World
Systems ERP solution Logos.NET implemented on
January 2011 enables the City to comply with the
applicable law at our current staffing levels.
Additional steps to use Then and Now Certificate will
be discussed with the software vendor.

Jun 2014

Finance Director
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CITY OF YOUNGSTOWN
MAHONING COUNTY
FOR THE YEAR ENDED DECEMBER 31, 2012

CORRECTIVE ACTION PLAN
OMB CIRCULAR A-133 8.315 (c)
(Continued)

2012-004 The Finance Director will establish standards on Jan 2013 Finance Director
communicating matters related to the City’s internal
control as they apply to financial reporting.

2012-005 The Finance Director will file its data collection form Mar 2014 Finance Director

and reporting package as soon as the audit of the
Basic Financial Statements for December 31, 2012 is

complete.
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Dave Yost - Auditor of State

CITY OF YOUNGSTOWN
MAHONING COUNTY
CLERK'S CERTIFICATION

This is atrue 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.

Livan Poablutt

CLERK OF THE BUREAU

CERTIFIED
JUNE 5, 2014

88 East Broad Street, Fourth Floor, Columbus, Ohio 43215-3506
Phone: 614-466-4514 or 800-282-0370 Fax: 614-466-4490
www.ohioauditor.gov
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