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INDEPENDENT AUDITOR’S REPORT 
 
 
Lorain County Rural Wastewater District 
Lorain County 
22898 West Road 
P.O. Box 158 
Wellington, Ohio 44090 
 
To the Board of Trustees: 
 
Report on the Financial Statements 
 
We have audited the accompanying financial statements of the Lorain County Rural Wastewater District, 
Lorain County, Ohio, (the District), as of and for the years ended December 31, 2013 and 2012, and the 
related notes to the financial statements, which collectively comprise the District’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 District’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 District’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 overall financial statement presentation. 
 
We believe the audit evidence we obtained is sufficient and appropriate to support our opinion. 
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Opinion 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of the Lorain County Rural Wastewater District, Lorain County, Ohio, as of December 
31, 2013 and 2012, and the changes in its financial position and its cash flows for the years then ended in 
accordance with the accounting principles generally accepted in the United States of America.  
 
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    
 
Other Reporting Required by Government Auditing Standards  
 
In accordance with Government Auditing Standards, we have also issued our report dated September 30, 
2014, on our consideration of the District’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 District’s internal control over financial reporting and compliance.  
 
 
 
 
 
 
 
 
Dave Yost  
Auditor of State 
Columbus, Ohio  
 
September 30, 2014 
 

rakelly
Yost_signature
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INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER 
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS 

REQUIRED BY GOVERNMENT AUDITING STANDARDS 
 
 
Lorain County Rural Wastewater District 
Lorain County 
22898 West Road 
P.O. Box 158 
Wellington, Ohio 44090 
 
To the Board of Trustees: 
 
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 
Lorain County Rural Wastewater District, Lorain County, Ohio, (the District) as of and for the years ended 
December 31, 2013 and 2012, and the related notes to the financial statements, which collectively 
comprise the District’s basic financial statements and have issued our report thereon dated September 
30, 2014. 
 
Internal Control Over Financial Reporting 
 
As part of our financial statement audit, we considered the District’s internal control over financial 
reporting (internal control) to determine the audit procedures appropriate in the circumstances to the 
extent necessary to support our opinion on the financial statements, but not to the extent necessary to 
opine on the effectiveness of the District’s internal control.  Accordingly, we have not opined on it. 
 
Our consideration of internal control was for the limited purpose described in the preceding paragraph 
and was not designed to identify all deficiencies in internal control that might be material weaknesses or 
significant deficiencies.  Therefore, unidentified material weaknesses or significant deficiencies may exist.  
However, as described in the accompanying schedule of findings we identified a certain deficiency in 
internal control over financial reporting, that we consider a material weakness. 
  
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 a 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 District’s financial statements.  We consider finding 2013-001 
described in the accompanying schedule of findings to be a material weakness.  
 
A significant deficiency is a deficiency, or a combination of internal control deficiencies less severe than a 
material weakness, yet important enough to merit attention by those charged with governance.  We 
consider finding 2013-002 described in the accompanying schedule of findings to be a significant 
deficiency. 
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Compliance and Other Matters 
 
As part of reasonably assuring whether the District’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 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 2013-003.   
 
District’s Response to Findings 

 
The District’s responses to the findings identified in our audit are described in the accompanying schedule 
of findings.  We did not audit the District’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 District’s internal control or on compliance.  This report is 
an integral part of an audit performed under Government Auditing Standards in considering the District’s 
internal control and compliance.  Accordingly, this communication is not suitable for any other purpose. 
  
 
 
 
 
 
 
 
Dave Yost  
Auditor of State 
Columbus, Ohio 
 
September 30, 2014 

rakelly
Yost_signature
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LORAIN COUNTY RURAL WASTEWATER DISTRICT 

LORAIN COUNTY 
 

SCHEDULE OF FINDINGS 
 DECEMBER 31, 2013 AND 2012 

 
FINDINGS RELATED TO THE FINANCIAL STATEMENTS 

REQUIRED TO BE REPORTED IN ACCORDANCE WITH GAGAS 
 

FINDING NUMBER 2013-001 
 
Material Weakness – Financial Statement Errors: 
 
Management is responsible for implementing and maintaining an internal control system designed to 
enable management to determine the accuracy of the District's financial statement transactions.  Also, 
management is responsible for developing and maintaining complete and accurate financial records. 

Our financial statement testing noted the following: 
 

• Compensated absences payable were overstated by $4,882 and $6,863 for 2012 and 2013, 
respectively, due to errors in the calculations.  These errors were adjusted to the financial 
statements. 
 

• Accounts payable were overstated by $1,434 and $5,728 for 2012 and 2013, respectively, due to 
errors in the calculations.  These errors were adjusted to the financial statements. 

  
The District should exercise due care when posting GAAP transactions to help ensure the GAAP journal 
entries are correct and posted to the proper funds and accounts.  Management should also review the 
draft GAAP journal entries and financial statements to help ensure they are supported by sufficient 
documentation, reconciled to the trial balances, free of obvious errors and omissions, and consistent with 
their financial expectations.  These procedures should help avoid GAAP financial statement errors and 
help ensure more accurate financial reporting. 
 
Officials’ Response:  The District acknowledges the comment and will work to correct the issue.   
 
 

FINDING NUMBER 2013-002 
 
Significant Deficiency – Receipt Procedures: 
 
Receipt cycle internal controls are necessary to help ensure receipts collected by an entity are properly 
posted to the accounting system and timely deposited with the entity’s financial institution.  Basic receipt 
internal controls should include, but not be limited to, use of secured accounting software, pre-numbered 
receipts, batch report summaries, and daily reconciliations of deposit tickets to receipt postings.  
Additionally, the process and records should be periodically reviewed by individuals independent of the 
receipt process to ensure it is functioning properly.     

During 2012 through May 2013, the District documented its receipt collections on an Excel spreadsheet.  
The spreadsheet had no built-in controls to ensure transactions were properly recorded and could not be 
changed or deleted after-the-fact.  Pre-numbered receipts were inconsistently used and there was no 
consistent process for reconciling daily collections to the receipt postings and deposit tickets.  
Additionally, monitoring of the process by individuals independent of the process was non-existent.  After 
May 2013, the District contracted its receipt collection process to the Avon Lake Municipal Utilities.  
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FINDING NUMBER 2013-002 - (Continued) 

 
Significant Deficiency – Receipt Procedures (Continued): 
 
Failure to implement and follow basic receipt internal controls could result in improper transitions posting, 
financial statement errors, theft and/or loss of public funds.  

The District should ensure basic receipt internal controls are implemented and consistently followed at all 
times.  

Officials’ Response:  As noted in the Finding, the District now contracts receipt collection with Avon 
Lake Regional Water.  Receipt collection is no longer performed by the District.   
 
 

FINDING NUMBER 2013-003 
 

Noncompliance Finding – Expenditure Certification: 
 
Ohio Rev. Code § 5705.28 (B)(2) permits a comparable, but somewhat streamlined budget process for 
governments that do not levy taxes.  Ohio Rev. Code § 5705.28(B)(2) requires entities to follow § 
5705.36, .38, .40, .41, .43, .44, and .45.  Therefore, the District is required to follow Ohio Revised Code 
§ 5705.41 (D). 
 
Ohio Revised Code § 5705.41(D), provides that no subdivision or taxing authority shall make any 
contract or give any order involving the expenditure of money unless there is attached a certificate of the 
fiscal officer certifying that the amount required for the order or contract has been lawfully appropriated 
and is in the treasury or in the process of collection to the credit of an appropriate fund free from any 
previous encumbrance. 
 
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 that both at the time the contract or 
order was made (“then”), and at the time the fiscal officer is completing the certification (“now”), 
that sufficient funds were available or in the process of collection, to the credit of a proper fund, 
properly appropriated and free from any previous encumbrance, the District can authorize the 
drawing of a warrant for the payment of the amount due.  The District has 30 days from the 
receipt of the “then and now” certificate to approve payment by ordinance or resolution.  Amounts 
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 the expenditure is otherwise lawful.  This 
does not eliminate any otherwise applicable requirement for approval of expenditures by the 
District. 
 

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. 
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FINDING NUMBER 2013-003 – (Continued) 
 

Noncompliance Finding – Expenditure Certification – (Continued): 
 

3. Super Blanket Certificate – The District 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 officer for most professional services, fuel, oil, food items, and any other specific recurring 
and reasonably predictable operating expense. This certification is not extended beyond the 
current year. More than one super blanket certificate may be outstanding at a particular time for 
any line item appropriation. 

 
One other exception that could apply to the District is related to payments made from the earnings of a 
public utility, which are exempted from the certification (and encumbering) requirements of Ohio Rev. 
Code § 5705.41(D).  However, these payments would still subject to the requirements of Ohio Rev. Code 
§ 5705.41(B).  The District did not receive significant earnings from public utilities to exempt them from 
the certification (and encumbering requirements) for the audit period. 
 
14 of 20 disbursements tested did not have certification purchase orders or “Then and Now” certificates.  
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 purchase commitments received prior approval.  To 
improve control over disbursements and to help reduce the possibility of the District’s funds exceeding 
budgetary spending limitations, the Executive Director should certify the funds are or will be available 
prior to the obligation by the District.  When prior certification is not possible, “then and now” certification 
should be used. 
 
We recommend the District 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 Executive Director should sign the certification at the time the District 
incurs a commitment, and only when the requirements of 5705.41(D) are satisfied.  The Executive 
Director should post approved purchase commitments to the proper appropriation code, to reduce the 
available appropriation. 
 
Officials’ Response:  The District acknowledges the comment and will work to correct the issue.    
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 LORAIN COUNTY RURAL WASTEWATER DISTRICT 
LORAIN COUNTY 

 
SCHEDULE OF PRIOR AUDIT FINDINGS 

 DECEMBER 31, 2013 AND 2012 
 
 

Finding 
Number 

Finding 
Summary 

Fully 
Corrected? 

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

2011-01 Material Weakness: 
Effects on Financial Statements:  Several 
financials statement errors were identified 
and adjusted to the financial statements. 

No Not Corrected, comment 
repeated as Finding 2013-001. 

2011-02 Noncompliance Finding:  
Ohio Rev. Code Section 5705.28 (B)(2):  
Nine out of twelve tested expenditures were 
not certified.  Also, certain "then and now" 
certificates exceeding $3,000 were not 
approved by the Board. 

No Not Corrected, comment 
repeated as Finding 2013-003 

2011-03 Noncompliance Finding: 
Incompatibility of Offices -1984 Op. Atty. 
Gen. No. 84-059:  Ten of 16 trustee 
members were also township trustees of the 
communities they represent. 

Yes Finding no longer valid. 

2011-04 Noncompliance Finding: 
Conflict of Interest – Ohio Rev. Code § 
2921.42 (A):  A trustee voted on a matter 
pertaining to his home Township instead of 
abstaining.  A trustee was previously 
employed by a contracted party and another 
trustee served on both the District’s Board 
and a contracted vendor’s board.    

Yes Finding no longer valid. 
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CLERK’S CERTIFICATION 
This is a true and correct copy of the report which is required to be filed in the Office of the 
Auditor of State pursuant to Section 117.26, Revised Code, and which is filed in Columbus, Ohio. 

 
 
 
 
 
 

 
 

CLERK OF THE BUREAU 
 
CERTIFIED 
OCTOBER 21, 2014 
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