1) F

H‘ .‘

.\i" “«\ 1]

Dave Yost - Auditor of State







LORAIN COUNTY

TABLE OF CONTENTS

TITLE PAGE
Schedule of Receipts and Expenditures of Federal Awards Prepared By Management ...............cccceenee. 1
Notes to the Schedule of Receipts and Expenditures of Federal Awards Prepared By Management......... 6

Independent Auditor’'s Report on Internal Control Over Financial Reporting
and on Compliance and Other Matters Required By
Government AUAItING STANTAITS ........coiiiiiie e e e s e e s e e s en b e e e e enbe e e e s nabeeeeeannes 8

Independent Auditor’'s Report on Compliance with Requirements Applicable to Each Major

Federal Program and on Internal Control Over Compliance Required By The Uniform Guidance,

and the Schedule of Receipts and Expenditures of Federal Awards ..........cccccoeeiiiiiiiiiie e 10
S Tod LYo (] =N o ) o o [ o < T RS RTPRP 13

Summary Schedule of Prior Audit Findings and Questioned Costs Prepared by Management ................ 15



This page intentionally left blank.



LORAIN COUNTY

SCHEDULE OF RECEIPTS AND EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED DECEMBER 31, 2016

Federal Grantor/ Federal Pass-Through
Pass-Through Grantor/ CFDA Entity Identifying Passed Through to
Program Title Number Number Subrecipients Receipts Expenditures

U.S. Department of Aariculture:
Passed through the Ohio Department of Education
Child Nutrition Cluster:

School Breakfast Program 10.553 FY16 $ 45,193 $ 45,193
School Breakfast Program 10.553 FY17 17,349 17,349
Total CFDA# 10.553 62,542 62,542
National School Lunch Program 10.555 FY16 78,212 78,212
National School Lunch Program 10.555 FY17 31,753 31,753
Total CFDA# 10.555 109,965 109,965
Total Child Nutrition Cluster 172,507 172,507
Passed through the Ohio Department of Job and Family Services

State Administrative Matching Grants for the Supplemental Nutrition Assistance Program (Food Assistance) 10.561 G-1617-11-5539 1,705,099 1,745,802
Total U.S. Department of Agriculture 1,877,606 1.918.309

U.S. Department of Commerce:
Passed through the National Oceanic and Atmospheric Administration
Habitat Conservation 11.463 NA12NMF4630046 14,156

Total U.S. Department of Commerce 14,156

U.S. Department of Education:
Passed through the Ohio Department of Education
Special Education Cluster (IDEA):

Special Education - Grants to States 84.027 FY16 117,488 117,488
Special Education - Preschool Grants 84.173 FY16 3,984 3,984
Total Special Education Cluster (IDEA) 121,472 121,472
Passed through the Ohio Department of Health
Special Education - Grants for Infants and Families 84.181 04710021HG0716 139,220 289,651
Special Education - Grants for Infants and Families 84.181 04710021HG0817 72,284
Total CFDA# 84.181 139,220 361,935
Total U.S. Department of Education 260.692 483,407
U.S. Department of Health and Human Services:
Drug-Free Communities Support Program Grants 93.276 5H79SP014693-08 57,335 48,471
Drug-Free Communities Support Program Grants 93.276 5H79SP014693-09 442
Total CFDA# 93.276 57,335 48,913
Passed through the Ohio Department of Alchohol and Drug Addiction Services
Substance Abuse and Mental Health Services-Projects of Regional and National Significance 93.243 1H79SP014693-08 2,281
Substance Abuse and Mental Health Services-Projects of Regional and National Significance 93.243 1H79T1026691-01 6,653
Substance Abuse and Mental Health Services-Projects of Regional and National Significance 93.243 FY16 11,856
Total CFDA# 93.243 8,934 11,856
Passed through the Ohio Department of Mental Health and Addiction Services
Block Grants for Prevention and Treatment of Substance Abuse 93.959 47-1942-UMADAOP-P-16-9198 $ 50,575 50,575 50,575
Block Grants for Prevention and Treatment of Substance Abuse 93.959 47-1942-UMADAOP-P-17-9198 26,967 53,934 26,967
Block Grants for Prevention and Treatment of Substance Abuse 93.959 47-1942-DFFC-P-16-0030 5,067 5,067
Block Grants for Prevention and Treatment of Substance Abuse 93.959 47-1942-DFFC-P-17-0030 2,702 2,702 2,702
Block Grants for Prevention and Treatment of Substance Abuse 93.959 47-1472-WOMEN-T-16-8969 128,839 128,002 128,839
Block Grants for Prevention and Treatment of Substance Abuse 93.959 47-1472-WOMEN-T-17-8969 121,266
Block Grants for Prevention and Treatment of Substance Abuse 93.959 Community Investments FY16 368,029 274,304
Block Grants for Prevention and Treatment of Substance Abuse 93.959 Community Investments FY17 371,840 363,955
Block Grants for Prevention and Treatment of Substance Abuse 93.959 Per Capita Treatment FY16 127,903 68,158
Block Grants for Prevention and Treatment of Substance Abuse 93.959 Per Capita Treatment FY17 147,880 138,079
Block Grants for Prevention and Treatment of Substance Abuse 93.959 Youth-led Prevention FY16 2,307 3,092
Block Grants for Prevention and Treatment of Substance Abuse 93.959 Prevention Services FY16 16,156 21,653
Block Grants for Prevention and Treatment of Substance Abuse 93.959 Adolescent Treatment FY16 137,137 36,164
Block Grants for Prevention and Treatment of Substance Abuse 93.959 Adolescent Treatment FY17 76,124
Block Grants for Prevention and Treatment of Substance Abuse 93.959 47-1942-CFRO-0-16-0126 35,331 35,331 35,331
Block Grants for Prevention and Treatment of Substance Abuse 93.959 47-1942-CFRO-0-17-0126 37,677 -

Total CFDA# 93.959 244 414 1,605,806 1,231,010




Federal Grantor/
Pass-Through Grantor/
Program Title

LORAIN COUNTY

SCHEDULE OF RECEIPTS AND EXPENDITURES OF FEDERAL AWARDS

FOR THE YEAR ENDED DECEMBER 31, 2016

Total CFDA# 93.150
Social Services Block Grant

Social Services Block Grant

Social Services Block Grant

Total CFDA# 93.667

Total CFDA# 93.958

Total CFDA# 93.556

Total CFDA# 93.645
Medical Assistance Program
Medical Assistance Program

Medical Assistance Program

Total CFDA# 93.778

Total CFDA# 93.558

Child Support Enforcement

Foster Care Title IV-E
Foster Care Title IV-E

Federal
CFDA
Number
U.S. Department of Health and Human Services (continued):
Passed through the Ohio Department of Mental Health
Projects for Assistance In Transition From Homelessness (PATH) 93.150
Projects for Assistance In Transition From Homelessness (PATH) 93.150
93.667
93.667
Passed throuah the Ohio Department of Developmental Disabilities
93.667
Passed through the Ohio Department of Job and Family Services
Social Service Block Grant (Base) 93.667
Social Service Block Grant (Transfer) 93.667
Social Service Block Grant (Case Management) 93.667
Passed throuah the Ohio Department of Mental Health
Block Grants for Community Mental Health Services 93.958
Block Grants for Community Mental Health Services 93.958
Block Grants for Community Mental Health Services 93.958
Block Grants for Community Mental Health Services 93.958
Block Grants for Community Mental Health Services 93.958
Promoting Safe and Stable Families 93.556
Promoting Safe and Stable Families 93.556
Passed throuah the Ohio Department of Job and Family Services
Promoting Safe and Stable Families 93.556
Passed through the Ohio Department of Mental Health
Stephanie Tubbs Jones Child Welfare Services Program 93.645
Stephanie Tubbs Jones Child Welfare Services Program 93.645
Passed through the Ohio Department of Job and Family Services
Stephanie Tubbs Jones Child Welfare Services Program 93.645
Passed throuah the Ohio Department of Developmental Disabilities
93.778
Passed through the Ohio Department of Job and Family Services
93.778
93.778
Temporary Assistance for Needy Families 93.558
Temporary Assistance for Needy Families 93.558
Temporary Assistance for Needy Families 93.558
93.563
Child Care and Development Block Grants 93.575
93.658
93.658

Total CFDA# 93.658

Pass-Through
Entity Identifying
Number

PATH-T-16-1580
PATH-T-17-1580

Title XX FY16
Title XX FY17

FY16

G-1617-11-5539
G-1617-11-5539
FY17

FY16
FY17
Forensic FY16
Forensic FY17
Respite FY17

99-5AU-16-100-22-047
99-5AU-17-100-22-047

G-1617-11-5540

99-5AU-16-100-22-047

99-5AU-17-100-22-047

G-1617-11-5540

MAC FY16

G-1617-11-5539
G-1617-11-5540

G-1617-11-5539
G-1617-11-5540
G-1617-15-0177

G-1617-11-5539
G-1617-11-5539

G-1617-11-5540
G-1415-06-0213

Passed Through to

Subrecipients Receipts Expenditures

82,833 82,833 82,833
20,589 20,589 20,589
103,422 103,422 103,422
113,745 113,745 113,745
36,911 36,911 36,911
174,352 174,352

626,974 621,273

1,245,054 1,177,594

6,433

150,656 2,197,036 2,130,308
92,881 84,972 92,881
62,140 84,972 62,140
1,100 1,353

1,100 550

42,281 1,032

155,021 214,425 157,956
19,716 16,691

10,470 30,185

65,653 99,000

95,839 145,876

2,437 2,063

1,294 3,731

154,226 150,280

157,957 156,074

532,087 532,087

1,910,198 1,847,222

12,400 12,400

2,454,685 2,391,709

5,229,478 5,285,760

100,641 94,413

2,960

5,330,119 5,383,133

3,926,765 3,390,794

418,815 425,809

505,535 585,789

1,311,951 147,908

1,817,486 733,697




LORAIN COUNTY

SCHEDULE OF RECEIPTS AND EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED DECEMBER 31, 2016

Federal Grantor/
Pass-Through Grantor/
Program Title

U.S. Department of Health and Human Services (continued):
Adoption Assistance

Chafee Foster Care Independence Program

Centers for Medicare and Medical Services (CMS) Research, Demonstrations and Evaluations
Centers for Medicare and Medical Services (CMS) Research, Demonstrations and Evaluations

Total CFDA# 93.779
Total U.S. Department of Health and Human Services

U.S. Department of Homeland Security:
Passed through the Ohio Department of Public Safety Emergency Management Agency
Emergency Management Performance Grants
Homeland Security Grant Program
Homeland Security Grant Program
Homeland Security Grant Program
Homeland Security Grant Program
Homeland Security Grant Program

Total CFDA# 97.067

Total U.S. Department of Homeland Security

U.S. Department of Housing and Urban Development:
Continuum of Care

Passed Through the Ohio Development Services Agency
Community Development Block Grants/ Entitlement Grants (NSP3)

Community Development Block Grants/ State's Program
Community Development Block Grants/ State's Program
Community Development Block Grants/ State's Program

Total CFDA# 14.228

Home Investment Partnerships Program
Home Investment Partnerships Program (CHIP Revolving Loan Administration)

Total CFDA# 14.239
Total U.S. Department of Housing and Urban Development

U.S. Department of Justice:
Equitable Sharing Program

Edward Byrne Memorial Justice Assistance Grant Program Cluster:
Edward Byrne Memorial Justice Assistance Grant Program
Edward Byrne Memorial Justice Assistance Grant Program

Passed through the Ohio Department of Public Safety Office of Criminal Justice Services
Edward Byrne Memorial Justice Assistance Grant Program
Edward Byrne Memorial Justice Assistance Grant Program
Edward Byrne Memorial Justice Assistance Grant Program

Total Edward Byrne Memorial Justice Assistance Grant Program Cluster
Passed through the Ohio Department of Youth Services
Juvenile Accountability Block Grants

Juvenile Accountability Block Grants

Total CFDA# 16.523

Federal
CFDA

Number

93.659

93.674

93.779
93.779

97.042

97.067
97.067
97.067
97.067
97.067

14.267

14.218

14.228
14.228
14.228

14.239
14.239

16.922

16.738
16.738

16.738
16.738
16.738

16.523
16.523

Pass-Through
Entity Identifying
Number

Passed Through to

G-1617-11-5540

G-1617-11-5540

FY16
FY17

EMW-2015-EP-00034-S01

2008-GT-T8-0025
2009-SS-T9-0089
2010-SS-T0-0012

EMW-2014-SS00101-S01

EMW-2015-SS-00086

OH199L5E071508

B-11-UN-39-0012

B-F-14-1BQ-1
B-F-15-1BQ-1
B-C-14-1BQ-1

B-C-14-1BQ-2

2015-DJ-BX-0125
2016-DJ-BX-0379

2015-JG-A01-6408
2014-JG-D01-6950
2015-JG-D01-6950

2012-JB-011-A052
2013-JB-011-B052

Subrecipients Receipts Expenditures
2,601,165 2,924,609
55,232 327,665
82,870 82,870
292 292
83,162 83,162
653,513 21,128,183 19,645,993
49,824 49,824
1,108

20,740

1,431

40,615 38,518
22,961 28,815
63,576 90,612
113,400 140,436
238,105 238,105
2,776 113,531
46,368 45,044
383,721 271,401
238,925 284,113
669,014 600,558
621,814 654,926
3,532

621,814 658,458
1,531,709 1,610,652
111,798 4,000
14,307

44,120 44,120
61,200 61,200

12,066

28,504 40,000
145,890 159,627
12,888 12,888
11,250 11,250
24,138 24,138




LORAIN COUNTY

SCHEDULE OF RECEIPTS AND EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED DECEMBER 31, 2016

Federal Grantor/ Federal Pass-Through
Pass-Through Grantor/ CFDA Entity Identifying Passed Through to
Program Title Number Number Subrecipients Receipts

U.S. Department of Justice (continued):
Passed through the Ohio Attorney General's Office

Expenditures

Crime Victim Assistance 16.575 2016-VOCA-19813379 152,478 138,371
Crime Victim Assistance 16.575 2017-VOCA-43564206 10,786 33,898
Crime Victim Assistance 16.575 2015-VOCA-19813321 154,389 141,394
Crime Victim Assistance 16.575 2017-VOCA-43555506 8,014 46,215
Total CFDA# 16.575 325,667 359,878
Total U.S. Department of Justice 607,493 547,643
U.S. Department of Labor:
Passed through the Ohio Department of Job and Family Services
Employment Service/Wagner-Peyser Funded Activities 17.207 G-1617-15-0177 89,170 70,434
WIA Cluster:
WIA Adult Program 17.258 G-1617-15-0177 652,443 635,429
WIA Youth Activities 17.259 G-1617-15-0177 410,352 438,406
WIA Dislocated Worker Formula Grants 17.278 G-1617-15-0177 511,791 586,602
Total WIA Cluster 1,574,586 1,660,437
Total U.S. Department of Labor 1,663,756 1,730,871
U.S. Department of Transportation:
Federal Transit-Formula Grants
Capital and Operating Assistance from Operations 20.507 OH-90-X600 129,944 129,944
Capital and Operating Assistance from Operations 20.507 OH-90-X749 278,715 220,796
Capital and Operating Assistance from Operations 20.507 OH-90-X777 610,453 427,370
Total CFDA# 20.507 1,019,112 778,110
Airport Improvement Program 20.106 1-3-39-0048-2011 43,757 43,757
Airport Improvement Program 20.106 1-3-39-0048-2112 45,704 45,704
Airport Improvement Program 20.106 1-3-39-0048-2213 28,635 28,635
Airport Improvement Program 20.106 1-3-39-0048-2314 80,448 80,448
Total CFDA# 20.106 198,544 198,544
Passed through the Ohio Department of Public Safety Ohio State Highway Patrol
Highway Safety Cluster:
State and Community Highway Safety 20.600 STEP-2016-47-00-00-00498-00 22,059 19,109
State and Community Highway Safety 20.600 STEP-2017-47-00-00-00517-00 2,426 6,186
Total CFDA# 20.600 24,485 25,295
National Priority Safety Programs 20.616 IDEP-2016-47-00-00-00383-00 32,358 25,887
National Priority Safety Programs 20.616 IDEP-2017-47-00-00-00389-00 5274 12,109
Total CFDA# 20.616 37,632 37,996
Total Highway Safety Cluster 62,117 63,291
Passed through the Ohio Department of Transportation
Highway Planning and Construction 20.205 PID 16319 2,213,755 2,213,755
Highway Planning and Construction 20.205 PID 79087 174,470 146,018
Highway Planning and Construction 20.205 PID 80993 15,921 15,921
Highway Planning and Construction 20.205 PID 83097 818 818
Highway Planning and Construction 20.205 PID 84990 46,950 2,437
Highway Planning and Construction 20.205 PID 92506 1,302,068 1,302,068
Highway Planning and Construction 20.205 PID 92515 913,744 913,744
Highway Planning and Construction 20.205 PID 93554 82,559 70,820
Highway Planning and Construction 20.205 PID 93895 4,162
Highway Planning and Construction 20.205 PID 95491 34,081 28,351
Highway Planning and Construction 20.205 PID 98619 891 891
Highway Planning and Construction 20.205 PID 100416 43,079 43,079
Total CFDA# 20.205 4,832,498 4,737,902
Total U.S. Department of Transportation 6,112,271 5,777,847




LORAIN COUNTY

SCHEDULE OF RECEIPTS AND EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED DECEMBER 31, 2016

Federal Grantor/ Federal Pass-Through

Pass-Through Grantor/ CFDA Entity Identifying Passed Through to

Program Title Number Number Subrecipients Receipts Expenditures

U.S. Environmental Protection Agency

Great Lakes Program 66.469 GL-00E01292-0 112,554 105,909

Great Lakes Program 66.469 GL-00E01441-0 133,183 131,967

Great Lakes Program 66.469 GL-00E01563-0 121,233 114,960
Total CFDA# 66.469 366,970 352,836

Brownfields Assessment and Cleanup Cooperative Agreements 66.818 BF-00E01363-0 193,358 193,358

Total U.S. Environmental Protection Agency 560,328 546,194
Total Federal Awards $ 653,513 _$33,855438 _$32,415,508

The accompanying notes are an integral part of this schedule.



LORAIN COUNTY

NOTES TO THE SCHEDULE OF RECEIPTS AND EXPENDITURES OF FEDERAL AWARDS
2 CFR 200.510(b)(6)
FOR THE YEAR ENDED DECEMBER 31, 2016

NOTE A — BASIS OF PRESENTATION

The accompanying Schedule of Receipts and Expenditures of Federal Awards (the Schedule) includes
the federal award activity of Lorain County (the County) under programs of the federal government for the
year ended December 31, 2016. The information on this Schedule is prepared in accordance with the
requirements of Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative Requirements,
Cost Principles, and Audit Requirements for Federal Awards (Uniform Guidance). Because the Schedule
presents only a selected portion of the operations of the County, it is not intended to and does not present
the financial position, changes in net position, or cash flows of the County.

NOTE B — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Expenditures reported on the Schedule are reported on the cash basis of accounting. Such expenditures
are recognized following, as applicable, either the cost principles contained in OMB Circular A-87 Cost
Principles for State, Local, and Indian Tribal Governments (codified in 2 CFR Part 225), or the cost
principles contained in Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative
Requirements, Cost Principles, and Audit Requirements for Federal Awards, wherein certain types of
expenditures may or may not be allowable or may be limited as to reimbursement. The County has
elected to use the 10-percent de minimis indirect cost rate as allowed under the Uniform Guidance to any
applicable contractual or award limitations. This is predicated upon the following conditions:

(1) The County has never received a Negotiated Indirect Cost Rate Agreement from a federal
agency and is therefore eligible for the 10% de minimis rate,

(2) No costs other than those incurred by the County will be recovered by using the 10% de minimis
rate and such costs are legal obligations of the County,

(3) The same costs that have been treated as indirect costs have not been claimed as direct costs
and,

(4) That similar types of costs have been accorded consistent treatment.

NOTE C - SUBRECIPIENTS

The County passes certain federal awards received from the Ohio Department of Alcohol and Drug
Addiction Services and the Ohio Department of Mental Health to other governments or not-for-profit
agencies (subrecipients). As Note B describes, the County reports expenditures of Federal awards to
subrecipients when paid in cash.

As a subrecipient, the County 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 D - COMMUNITY DEVELOPMENT BLOCK GRANT (CDBG) REVOLVING LOAN PROGRAMS
WITHOUT CONTINUING COMPLIANCE REQUIREMENTS

The County has established a revolving loan program to provide low-interest loans to businesses to
create jobs for persons from low-to-moderate income households and to eligible persons to rehabilitate
their homes. The U.S. Department of Housing and Urban Development (HUD) grants money for these
loans to the County passed through the Ohio Department of Development. The initial loan of this money
would be recorded as an expenditure on the Schedule in the year the initial loan was made. Loans
repaid, including interest, are used to make additional loans. Such subsequent loans are subject to
certain compliance requirement imposed by HUD, and they would also be included as expenditures on
the Schedule. These loans are collateralized by mortgages on the property.



LORAIN COUNTY

NOTES TO THE SCHEDULE OF RECEIPTS AND EXPENDITURES OF FEDERAL AWARDS
2 CFR 200.510(b)(6)
FOR THE YEAR ENDED DECEMBER 31, 2016
(Continued)

NOTE D - COMMUNITY DEVELOPMENT BLOCK GRANT (CDBG) REVOLVING LOAN PROGRAMS
WITHOUT CONTINUING COMPLIANCE REQUIREMENTS - (Continued)

Activity in the CDBG revolving loan fund during 2016 is as follows:

Beginning loans receivable balance as of January 1, 2016 $144,948
Loans made 0
Loan principal repaid 35,594
Loans defaulted 0
Ending loans receivable balance as of December 31, 2016 $109,354

Cash balance on hand in the rewlving loan fund as of December 31, 2016 $395,858
Administrative costs expended during 2016 $3,532

NOTE E - TRANSFERS BETWEEN FEDERAL PROGRAMS

During fiscal year 2016, the County made allowable transfers of $1,177,594 from the Temporary
Assistance for Needy Families (TANF) (CFDA Number 93.558) program to the Social Services Block
Grant (SSBG) (CFDA Number 93.667) program. The Schedule shows the County spent approximately
$5,383,133 on the TANF program. The amount reported for the TANF program on the Schedule excludes
the amount transferred to the SSBG program. The amount transferred to the SSBG program is included
as SSBG expenditures when disbursed. The following table shows the gross amount drawn for the TANF
program during fiscal year 2016 and the amount transferred to the Social Services Block Grant program.

Temporary Assistance for Needy Families $ 6,560,727
Transfer to Social Services Block Grant (1,177,594)
Total Temporary Assistance for Needy Families $5.383,133

NOTE F - MATCHING REQUIREMENTS

Certain Federal programs require the County to contribute non-Federal funds (matching funds) to support
the Federally-funded programs. The County has met its matching requirements. The Schedule does not
include the expenditure of non-Federal matching funds.

NOTE G - DISCRETELY PRESENTED COMPONENT UNITS

The accompanying Schedule does not include Federal assistance, if any, provided to the County’'s
discretely presented component units.

NOTE H - CHILD NUTRITION CLUSTER

The County commingles cash receipts from the U.S. Department of Agriculture with similar State grants.
When reporting expenditures on this Schedule, the County assumes it expends federal monies first.
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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

Lorain County
226 Middle Avenue
Elyria, Ohio 44035

To the Board of County Commissioners:

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, the aggregate discretely presented component units,
each major fund, and the aggregate remaining fund information of Lorain County, Ohio, (the County) as of
and for the year ended December 31, 2016, and the related notes to the financial statements, which
collectively comprise the County’s basic financial statements and have issued our report thereon dated
September 29, 2017. Our report refers to other auditors who audited the financial statements of the
Murray Ridge Production Center, Inc., as described in our report on the County's financial statements.
The financial statements of Murray Ridge Production Center, Inc., were not audited in accordance with
Government Auditing Standards.

Internal Control Over Financial Reporting

As part of our financial statement audit, we considered the County’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 County’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 County’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.

Lausche Building, 615 Superior Ave., NW, Twelfth Floor, Cleveland, Ohio 44113-1801
Phone: 216-787-3665 or 800-626-2297 Fax: 216-787-3361

www.ohioauditor.gov

8



Lorain County

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 County’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 no instances of
noncompliance or other matters we must report under Government Auditing Standards.

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 County’s internal control or on compliance. This report is

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

D

Dave Yost
Auditor of State
Columbus, Ohio

September 29, 2017


jrhelle
Yost Signature


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 THE UNIFORM GUIDANCE, AND
THE SCHEDULE OF RECEIPTS AND EXPENDITURES OF FEDERAL AWARDS

Lorain County
226 Middle Avenue
Elyria, Ohio 44035

To the Board of County Commissioners:
Report on Compliance for Each Major Federal Program

We have audited the Lorain County’s (the County) compliance with the applicable requirements described
in the U.S. Office of Management and Budget (OMB) Compliance Supplement that could directly and
materially affect each of the County’s major federal programs for the year ended December 31, 2016.
The Summary of Auditor's Results in the accompanying schedule of findings and questioned costs
identifies the County’s major federal programs.

Management’s Responsibility

The County’s Management is responsible for complying with federal statutes, regulations, and the terms
and conditions of its federal awards applicable to its federal programs.

Auditor’s Responsibility

Our responsibility is to opine on the County’s compliance for each of the County’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 the audit requirements of Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative
Requirements, Cost Principles, and Audit Requirements for Federal Awards (Uniform Guidance). These
standards and the Uniform Guidance 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 County’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 each of the County’'s
major programs. However, our audit does not provide a legal determination of the County’s compliance.

Lausche Building, 615 Superior Ave., NW, Twelfth Floor, Cleveland, Ohio 44113-1801
Phone: 216-787-3665 or 800-626-2297 Fax: 216-787-3361

www.ohioauditor.gov
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Opinion on each Major Federal Program

In our opinion, Lorain County complied, in all material respects with the compliance requirements referred
to above that could directly and materially affect its major federal programs for the year ended December
31, 2016.

Report on Internal Control Over Compliance

The County’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 County’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 the Uniform Guidance, 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 County’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 a 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 over compliance tests and the results of this

testing based on Uniform Guidance requirements. Accordingly, this report is not suitable for any other
purpose.
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Report on Schedule of Receipts and Expenditures of Federal Awards Required by the Uniform
Guidance

We have also audited the financial statements of the governmental activities, the business-type activities,
the aggregate discretely-presented component units, each major fund and the aggregate remaining fund
information of Lorain County (the County) as of and for the year ended December 31, 2016, and the
related notes to the financial statements, which collectively comprise the County’s basic financial
statements. We issued our unmodified report thereon dated September 29, 2017. Our report refers to
other auditors who audited the financial statements of the Murray Ridge Production Center, Inc., as
described in our report on the County's financial statements. The financial statements of Murray Ridge
Production Center, Inc., were not audited in accordance with Government Auditing Standards. We
conducted our audit to opine on the County’s basic financial statements as a whole. We have not
performed any procedures to the audited financial statements subsequent to September 29, 2017. The
accompanying schedule of receipts and expenditures of federal awards presents additional analysis
required by the Uniform Guidance 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 management 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 this schedule directly to the underlying
accounting and other records used to prepare the basic financial statements or to the basic financial
statements themselves, and other additional procedures 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.

D

Dave Yost
Auditor of State
Columbus, Ohio

February 12, 2018
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LORAIN COUNTY

SCHEDULE OF FINDINGS

2 CFR § 200.515
DECEMBER 31, 2016

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)(ii) Were there any significant deficiencies in No
internal control reported at the financial
statement level (GAGAS)?
(d)(Q)(ii) Was there any reported material No
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)(1)(v) Type of Major Programs’ Compliance Opinion Unmodified
(d)(@)(vi) Are there any reportable findings under 2 CFR | No
§ 200.516(a)?
(d)(L)(vii) Major Programs (list): Adoption Assistance (Title IV-E)
(CFDA #93.659); Highway
Planning and Construction (CFDA
#20.205); Temporary Assistance
for Needy Families (TANF) (Title
IV-A) (CFDA #93.558); Medicaid
Cluster (CFDA #93.778); and
Block Grants for Prevention and
Treatment of Substance Abuse
(SABG) (CFDA #93.959)
(d)(Q)(viii) Dollar Threshold: Type A\B Programs Type A: > $972,465
Type B: all others
(d)(1)(ix) Low Risk Auditee under 2 CFR §200.5207? No
2. FINDINGS RELATED TO THE FINANCIAL STATEMENTS
REQUIRED TO BE REPORTED IN ACCORDANCE WITH GAGAS
None
3. FINDINGS FOR FEDERAL AWARDS
None
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LORAIN COUNTY

SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS AND QUESTIONED COSTS
2 CFR 200.511(b)
DECEMBER 31, 2016

Finding Finding

Number Summary Status Additional Information

2015-001 7 CFR Section 3016.35, procurement and | Partially County personnel
suspension and debarment. The County | Corrected, responsible for
made payments with Airport Improvement | reissued as a implementing controls are
Funds, Highway Planning and | Management now aware of the
Construction Funds, and Block Grants | Letter Comment | requirement. Timing
Prevention and Treatment of Substance differences did not allow
Abuse Funds to vendors or providers for complete correction in
which exceeded the $25,000 limitation. 2016. However,
The County did not maintain evidence of corrections were made in
verifying the vendors were not suspended 2017.
or debarred prior to making the payments.

2015-002 | 2 CFR 225, Appendix B, section 37, | Corrective Action None

building costs duplicated in cost allocation
plan. Lorain County Jobs and Family
Services (the agency) pays monthly rent to
the Lorain County Commissioners. The
costs for maintenance expenses and
utilities are included in the agency's
allocation of costs in the countywide
indirect cost rate plan and are also claimed
by the agency to its various cost pools.
The agency does not deduct these costs
from either the lease payment or the cost
allocation plan payment. Therefore, the
agency has paid and claimed these costs
to federal programs twice.

Taken and
Finding is Fully
Corrected
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OFFICE OF THE AUDITOR
LORAIN COUNTY, OHIO

J. CRAIG SNODGRASS, CPA, CGFM
Auditor

September 29, 2017

Lorain County Commissioners:

Honorable Matt Lundy, President
Honorable Lori Kokoski
Honorable Ted Kalo

Citizens of Lorain County

I am pleased to present this Comprehensive Annual Financial Report (CAFR) for the County of Lorain, Ohio, for
the year ended December 31, 2016. Responsibility for both the accuracy of the presented data and the completeness
and fairness of the presentation, including all disclosures, rests with the management of the County, and specifically,
the County Auditor’s Office. This CAFR conforms to generally accepted accounting principles, as set forth by the
Governmental Accounting Standards Board (GASB) and other recognized authoritative sources, and is
representative of the County’s commitment to provide financial information to the citizens of Lorain County.
Preparation of this CAFR represents a continuing effort to improve the financial management of the County. The
information contained in this CAFR will assist County officials in making management decisions and will provide
the taxpayers of Lorain County with comprehensive financial data in a format that will enable them to gain a better
understanding of the County’s financial affairs.

Generally accepted accounting principles (GAAP) require that management provide a narrative introduction,
overview, and analysis to accompany the basic financial statements in the form of Management’s Discussion and
Analysis (MD&A). This letter of transmittal is designed to complement MD&A and should be read in conjunction
with it. The County’s MD&A can be found immediately following the report of the independent auditors.

FORM OF GOVERNMENT AND REPORTING ENTITY

Lorain County, established in 1822, is located in northeastern Ohio, approximately 30 miles west of Cleveland, and
covers an area of 495 square miles. It encompasses 33 cities, villages, and townships, the largest being the city of
Lorain. The county seat is located in Elyria, which is the second largest city in the County. According to the 2016
Census Bureau mid-year population estimate, the County had a population of 305,964, making it the ninth most
populous of the 88 counties in the State.

The County has only those powers, and powers incidental thereto, conferred upon it by the State Constitution and
statutes. A three member Board of Commissioners (the Board) is elected at large in even-numbered years for four-
year overlapping terms. The Commissioners serve as the taxing authority, the contracting body, and the chief
administrators of public services for the County. The Board of Commissioners creates and adopts the annual
operating budget and makes the annual appropriation measure for expenditures of all County funds. In addition to

LORAIN COUNTY ADMINISTRATION BUILDING « 226 MIDDLE AVE., ELYRIA, OHIO 44035 « (440) 329-5207  FAX (440) 329-5223
WEB SITE www.loraincounty.com/auditor « E-MAIL auditor@Iloraincounty.com
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the Board of Commissioners, the offices of County Auditor and County Treasurer, grouped under the category of
general government, are of particular importance to financial affairs of the County.

The Auditor serves as the fiscal officer and property tax assessor for the County. One of the most important
functions of the Auditor involves the assessing of real property for tax purposes. State law mandates a complete
reappraisal of real property every six years as well as triennial updates between reappraisals. Once the County
Treasurer collects taxes, the Auditor is responsible for distributing the tax settlement to the various governmental
units. As chief fiscal officer of the County, no County contract or obligation may be made without the Auditor’s
certification that the funds have been lawfully appropriated, are available for payment, or are in the process of
collection. In addition, the Auditor is responsible for the County payroll and has other statutory accounting
functions. By State law the Auditor is secretary of the County Board of Revision and the County Budget
Commission, and administrator of the County Data Processing Board.

The Treasurer collects property taxes, is the custodian of all funds and is responsible for investing all idle County
funds as specified by law. The Treasurer is the distributing agent for expenditures authorized by the Board of
Commissioners upon the Auditor’s warrant. The Treasurer must make daily reports showing receipts, payments and
balances to the County Auditor, and the books of account must always balance with those of the County Auditor.
The Treasurer is a member of the County Budget Commission, which plays an important part in the financial
administration of local governments throughout the County.

Other elected officials, serving four-year terms each, include Prosecutor, Sheriff, Engineer, Clerk of Courts,
Recorder, and Coroner. Those elected to six year terms include Common Pleas Judges, Domestic Relations Judges,
and the Probate Judge.

The County provides its citizens a wide range of services that include human and social services, health and
community assistance services, road and bridge maintenance, and other general and administrative support services.
The County also operates enterprise funds for sewer, transit and airport operations.

For financial reporting purposes, the County includes all funds, agencies, boards and commissions making up Lorain
County (the Primary Government) and its Component Units in accordance with the Governmental Accounting
Standards Board (GASB) Statement No. 14 “The Financial Reporting Entity.”, Statement No. 39 “Determining
Whether Certain Organizations are Component Units” and Statement No. 61 “The Financial Reporting Entity:
Omnibus.” Component units are legally separate organizations for which the County is financially accountable. The
County is financially accountable for an organization if the County appoints a voting majority of the organization’s
governing board and (1) the County is able to significantly influence the programs or services performed or provided
by the organizations; or (2) the County is legally entitled to or can otherwise access the organizations resources; the
County is legally obligated or has otherwise assumed the responsibility to finance the deficits of or provide financial
support to, the organization; or the County is obligated for the debt of the organization. The Murray Ridge
Production Center, Inc., the Lorain County Port Authority and the Lorain County Visitor’s Bureau, Inc. have been
included as discretely presented component units.

The County serves as fiscal agent for the following organizations which are included as agency funds in the report:

Lorain County General Health District

Lorain County Soil and Water Conservation District
Local Emergency Planning Commission

Lorain County Family and Children First Council
Lorain Medina Community Based Correctional Facility

A complete discussion of the County’s reporting entity is provided in Note 1 to the basic financial statements.
ECONOMIC CONDITION AND OUTLOOK

Lorain County is well situated in a diverse, industrialized region on the southern shore of Lake Erie, within a one-
hour drive of the major cities of Cleveland and Akron. Approximately one-third of the United States population

lives within a 500-mile radius of the County. The County enjoys the benefits of urbanization, while also offering a
rural atmosphere and a variety of lifestyles for its inhabitants. The County is traversed by two major limited-access
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highways and a number of major State and U.S. Highways. Interstate Highways 80 and 90, major east-west
transportation links, provide residents of the County direct access to major economic centers such as Chicago,
[llinois, to the west and Cleveland, Ohio; Erie, Pennsylvania; and Buffalo and Rochester, New York to the east.
State and U.S. Routes, such as U.S. 6 and 20 and State Routes 2, 57, 58, 254, and 611, provide excellent access to
local and regional markets south, east and west. The excellent road network of the County has attracted over 41
common carriers that serve the area.

The County has access to other land transportation as well as sea or air. The County has access to major railroad
systems and is currently served by Amtrak, ConRail, Norfolk and Southern, Chessie System and Lorain and West
Virginia railroads. A major port located within the corporate limits of the County has facilities which provide ore-
transshipping from ship to rail, and docks and other facilities for the receipt of concrete and aggregates. The port is
operated by the Lorain Port Authority, a political subdivision separate from the County. Air freight and air passenger
service access is provided through the Lorain County Regional Airport in New Russia Township and Cleveland
Hopkins International Airport and Burke Lakefront Airport in adjacent Cuyahoga County.

Numerous adult education opportunities complement the educational programs offered to the youth of the County.
The Lorain County Community College provides the opportunity for the citizens of the County to further their
education with associate degrees in various fields. The college has teamed-up with other major universities for
students to obtain four-year and graduate degrees.

MAJOR INITIATIVES

County officials remain committed to providing quality services to the citizens of Lorain County without major
increases to their budgets. The County moved forward completing a number of projects in 2016, continued
numerous other projects, and has been able to invest in a number of new projects while maintaining tight budgetary
constraints and mindful spending practices. In 2016, the County invested $1.4 million in infrastructure with the
repairing of roadways and state routes at more than 15.5 highway miles, completing work on two bridge
replacements and one culvert. The City of North Ridgeville in cooperation with Lorain County has spent Federal,
State and local funds in the amount of $6.4 million on the $10.7 million Lear Nagle Road widening and
reconstruction project with completion in 2017. The Engineer’s office will be rehabilitating various bridges
including structural replacements on six bridges in the amount of $17.6 million and commencing with a $17.5
million for state and county route projects with monetary assistance from local, state and Federal governments to
maintain the high level of service that the citizenry deserves.

Lorain County has spent $370,614 on the Historical Courthouse project with an additional amount of $5.4 million
obligated in 2017 for the general, plumbing, fire protection, HVAC, electrical and elevator contractors. The Board
of Commissioners purchased a new 9-1-1 Facility in the amount of $750,000 and will be constructing a $315,315
new communications tower for this countywide call center. By resolution, the Board of County Commissioners
determined to proceed with Sanitary Sewer Improvement projects #123, #124 and #125 to connect Pheasant Run
Village to the Village of LaGrange. Several other capital improvements planned for 2017 are a $.9 million Roof
Replacement project for the Lorain County Job and Family Services building and completing the Justice Center
Magistrate hearing rooms.

The County is continuing a rehabilitation project on the Lorain County Regional Airport taxi lanes and public apron
with a total of $2 million spent over several years. These federally funded airport improvements will be continued
in the year 2017 with additional grant applications of $1.0 million requested from the U.S. Department of
Transportation.

Lorain County officials are continuously appraising the potential projects that will better serve and meet the needs of
the public. The leadership is looking to position itself by building the foundation today for future growth. These are
just a few ongoing initiatives.

DEPARTMENT FOCUS

The Lorain County Real Estate Appraisal Office, a department of the County Auditor, is responsible for the vast

array of property issues that affect valuation.  Issues range between measuring the value of new
construction/remodeling to performing a complete valuation of approximately 165,000 property parcels in Lorain
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County once every six years. In almost every instance the Auditor’s field appraisers conduct on-site property visits
in order to make accurate assessments. The goal of the Auditor’s Office is to assess property as consistently as
possible ultimately ensuring that each property is contributing its fair share of the overall County property value.

Each year property is valued across the County as of January 1. Property owners receive notifications whenever
their property value has changed. Owners pay the respective property tax one year later than the valuation.

Two projects of the Appraisal Office affect property valuation on a broad scale: Triennial Updates and Sexennial
Revaluations. Once every six years the County Auditor is mandated by the Ohio Department of Taxation’s Tax
Commissioner to value all property throughout the County. This valuation includes all property classes:
agricultural, residential, commercial, industrial, exempt, and utility. At the midpoint of the six year cycle the Tax
Commissioner recommends a percentage adjustment to property values based on its judgment as to how the market
has changed since the last revaluation. The Triennial Update analysis is statistical in nature and measures the “gap”
that exists between property sale prices and the corresponding Auditor value developed three years earlier. The
measurement of this difference is then applied to the property classes affected resulting in a new set of valuations.

2018 is the next county-wide reappraisal of all real property in Lorain County. For the first time the County
Auditor is not fully relying on appraisal contractors to perform this very important task. The Appraisal Office is
undertaking a significant portion of the field and data entry tasks. The Auditor’s goal is to eventually have his staff
perform all required tasks of the reappraisal.

Field activities will be completed in late 2017 with the valuation portion of the project scheduled for completion by
March 31, 2018.

Other ancillary Office activities include assessing Tax Incremental Financing (TIF) and property abatements,
property land split valuations, property class changes, implementing exempt status determinations of the State of
Ohio, Ohio Department of Transportation land takings (eminent domain), collection and categorization of building
permits, land plat reviews, property demolitions, and the valuation of mobile homes. In addition, the Lorain County
Board of Revision and the Lorain County Prosecutor’s Office relies heavily on the input they receive concerning
property information and valuation.

FINANCIAL INFORMATION

Basis of Accounting - The County’s accounting system is organized on a “fund” basis. Each fund is a distinct self-
balancing accounting entity. For financial reporting purposes, Government-wide financial statements are prepared
using the accrual basis of accounting, Governmental funds use the modified accrual basis of accounting, Enterprise
funds and fiduciary funds use the accrual basis of accounting. The accounting records for all governmental and
fiduciary funds are converted to the modified accrual basis, whereby revenues are recognized when measurable and
available within the business cycle (within sixty days after year end), and expenditures are recognized when the fund
liability is incurred.

Accounting records for the proprietary funds are converted to the accrual basis, whereby revenues are recognized
when goods or services are measurable and earned, and expenses are recognized in the period in which they are
incurred.

Internal Accounting Control - In developing the County’s accounting system, much consideration was given to the
adequacy of internal accounting controls. Internal accounting controls are designed to provide reasonable, but not
absolute, assurance regarding (1) the safeguarding of assets against loss from unauthorized use or disposition and (2)
the reliability of financial records for preparing financial statements and maintaining accountability for assets. The
concept of reasonable assurance is based on the assumption that the cost of internal accounting controls should not
exceed the benefits expected to be derived from their implementation.

The County utilizes a fully automated accounting system as well as automated systems of control for capital assets

and payroll. These systems, coupled with the manual auditing of each voucher prior to payment by the accounting
department of the Auditor’s Office, ensure that the financial information generated is both accurate and reliable.
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Budgetary Control - The Board of County Commissioners adopts a permanent appropriation measure in December
of the previous year for all funds except the general fund. A temporary general fund budget is adopted in December
and a permanent budget is finalized by March 31st. All disbursements and transfers of cash between funds require
appropriation authority. Budgets are controlled at the fund personal services department level within the general
fund and at the fund personal services level for all other funds. Purchase orders are approved by the department
heads and are encumbered prior to their release to vendors. Those purchase orders which exceed the available
appropriation are rejected until additional resources are secured. A computerized certification system allows the
Auditor’s office to ascertain the status of a department’s appropriation prior to authorizing additional purchases from
a certain account.

INDEPENDENT AUDIT

The office of Dave Yost, Auditor of State conducted an independent audit with respect to the basic financial
statements for the year ended December 31, 2016. The unmodified opinion appears in the financial section of this
report.

In addition to meeting the requirements set forth in state statutes, the audit was also designed to meet the
requirements of Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative Requirements, Cost
Principles, and Audit Requirements for Federal Awards (Uniform Guidance). Information related to this audit,
including the schedule of Federal awards, findings and recommendations, and the report on internal control and
compliance are published in a separate report.

AWARDS
GFOA Certificate of Achievement

The Government Finance Officers Association of the United States and Canada (GFOA) awarded a Certificate of
Achievement for Excellence in Financial Reporting to Lorain County for its Comprehensive Annual Financial
Report for the year ended December 31, 2015. The Certificate of Achievement is the highest form of recognition in
the area of governmental financial reporting.

In order to be awarded a Certificate of Achievement, a government unit must publish an easily readable and
efficiently organized comprehensive annual financial report, whose contents conform to program standards. Such a
report must satisfy both generally accepted accounting principles and applicable legal requirements.

A Certificate of Achievement is valid for a period of one year only. We believe our current report continues to
conform to the Certificate of Achievement program requirements, and we are submitting it to GFOA.

Acknowledgments
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Respectfully yours,

J. Craig Snodgrass, CPA, CGFM
Lorain County Auditor
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Dave Yost - Auditor of State

INDEPENDENT AUDITOR’S REPORT

Lorain County
226 Middle Avenue
Elyria, Ohio 44035

To the Board of County Commissioners:
Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, the aggregate discretely presented component units, each major fund, and the aggregate
remaining fund information of Lorain County, Ohio (the County), as of and for the year ended December
31, 2016, and the related notes to the financial statements, which collectively comprise the County’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 did not audit the
financial statements of the Murray Ridge Production Center, Inc., which represent 11.3 percent, 15.0
percent, and 25.5 percent, respectively, of the assets, net position, and revenues of the aggregate
discretely presented component units. Those statements were audited by other auditors whose report
has been furnished to us, and our opinion, insofar as it relates to the amount included for the Murray
Ridge Production Center, Inc., is based solely on the report of other auditors. 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. The other auditors audited the financial statements of Murray Ridge
Production Center, Inc. in accordance with auditing standards generally accepted in the United States of
America and not in accordance with Government Auditing Standards.

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 County'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 County's internal control. Accordingly, we express no such 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.

Lausche Building, 615 Superior Ave., NW, Twelfth Floor, Cleveland, Ohio 44113-1801
Phone: 216-787-3665 or 800-626-2297 Fax: 216-787-3361

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

In our opinion, based on our audit and the report of other auditors, the financial statements referred to
above present fairly, in all material respects, the respective financial position of the governmental
activities, the business-type activities, the aggregate discretely presented component units, each major
fund, and the aggregate remaining fund information of Lorain County, Ohio, as of December 31, 2016,
and the respective changes in financial position and where applicable, cash flows, thereof and the
respective budgetary comparisons for the General Fund, the Job and Family Services Fund, the Children
Services Fund, the Community Mental Health Fund and the Lorain County Board of Developmental
Disabilities Fund, thereof for the year 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, and schedules of net pension liabilities and pension
contributions 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 County’s basic financial statements taken as a whole.

The introductory section, the financial section’s combining statements, individual fund statements and
schedules and the statistical section information present additional analysis and are not a required part of
the basic financial statements.

The statements and schedules are management’s responsibility, and derive from and relate directly to the
underlying accounting and other records used to prepare the basic financial statements. We subjected
these statements and schedules 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.

We did not subject the introductory section and statistical section information to the auditing procedures
applied in the audit of the basic financial statements and, accordingly, we express no opinion or any other
assurance on them.
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Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated September 29,
2017, on our consideration of the County’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 County’s internal control over financial reporting and compliance.

4

Dave Yost
Auditor of State
Columbus, Ohio

September 29, 2017
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Lorain County, Ohio
Management’s Discussion and Analysis
December 31, 2016
Unaudited

The discussion and analysis of Lorain County’s financial performance provides an overall review of the County’s financial
activities for the year ended December 31, 2016. It is the intent of this discussion and analysis to look at the County’s
performance as a whole. Note that readers should also review the transmittal letter and the financial statements to further
understand the County’s financial performance.

Financial Highlights

e The assets and deferred outflows of resources for the County exceeded its liabilities and deferred inflows of
resources at the close of the fiscal year ended December 31, 2016 by $217,741,664 (net position). Over half of the
County’s net position of $125,857,276 (57.8%) is invested in capital assets and is not available for future
spending. The County’s total net position decreased $39,651 and the unrestricted net position is ($39,924,360).

e At the close of the fiscal year ended December 31, 2016, the County’s governmental funds reported combined
ending fund balances of $112,358,461, an increase of $6,845,808 in comparison with the prior year.

e  The unassigned fund balance for the General fund was $3,560,709 or 6.2% of total general fund expenditures plus
other financing sources and uses. This represents a $1,730,226 decrease from the prior fiscal year.

Overview of the Financial Statements

This comprehensive annual financial report consists of a series of financial statements and notes to those statements. The
statements are organized so the reader can understand the County as a whole, and then proceed to an increasingly detailed
look at specific financial statements.

The Statement of Net Position and the Statement of Activities (on pages 15 and 16-17) provide information about the
activities of the County as a whole and present a longer-term view of the County’s finances. Fund financial statements start
on page 18. For governmental activities, these statements tell how services were financed in the short-term as well as what
remains for future spending. Fund financial statements also report the County’s operations in more detail than the
government-wide statements by providing information about the County’s most significant funds. The remaining
statements provide financial information about activities for which the County acts solely as an agent for the benefit of
those outside of the government.

Reporting the County as a Whole

The Statement of Net Position and Statement of Activities

One of the most important questions asked about the County’s finances is, “Is the County as a whole better off or worse off
as a result of the year’s activities?” The Statement of Net Position and the Statement of Activities report information about
the County as a whole and about its activities in a manner that helps answer this question. These statements include all
assets, deferred outflows of resources, liabilities and deferred inflows of resources using the accrual basis of accounting
similar to the accounting used by most private-sector companies. All of the current year’s revenues and expenses are taken
into account regardless of when cash is received or paid.

These two statements report the County’s net position and changes in it. You can think of the County’s net position—the
difference between assets and deferred outflows of resources and liabilities and deferred inflows of resources—as one way
to measure the County’s financial health, or financial position. Over time, increases or decreases in the County’s net
position are one indicator of whether its financial health is improving or deteriorating. You will need to consider other non-
financial factors, however, such as changes in the County’s property tax base and the condition of the County’s capital
assets, to assess the overall health of the County.

In the Statement of Net Position and the Statement of Activities, we divide the County into three kinds of activities:
Governmental activities — Most of the County’s basic programs and services are reported here including general

government, public safety, health and human services, judicial, community and economic development and
general administration. Property taxes, sales tax and state and federal grants finance most of these activities.
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Business-type activities — The County charges a fee to customers to help it cover all or most of the cost of certain
services it provides. The County’s sewer system, regional airport and transit authority are reported here.

Component units — The County includes three separate legal entities in its report—The Lorain County Port
Authority, Murray Ridge Production Center, Inc. and the Lorain County Visitor’s Bureau, Inc. Although legally
separate, these “component units” are important because the County is financially accountable for them.

Reporting the County’s Most Significant Funds

Fund Financial Statements

The fund financial statements include the Balance Sheet which begins on page 18 and the Statement of Revenues,
Expenditures and Changes in Fund Balances which begins on page 22. These statements provide detailed information
about the most significant funds—not the County as a whole. Some funds are required to be established by State statute,
while many other funds are established by the County to help it control and manage money for particular purposes or to
show that it is meeting legal responsibilities for using certain taxes, grants and other money. The County’s three types of
funds—governmental, proprietary and fiduciary—use different accounting approaches.

Governmental funds—Most of the County’s services are reported in governmental funds, which focus on how money flows
into and out of those funds and the balances left at year-end that are nonspendable, restricted, committed, assigned, or
unassigned. These classifications of fund balance show the nature and extent of constraints placed on the County’s fund
balances by law, creditors, the County Commissioners, and the County’s annually adopted budget. Unassigned fund
balance is available for spending for any purpose. These funds are reported using an accounting method called modified
accrual accounting, which measures cash and all other financial assets that can be readily converted to cash. The
governmental fund statements provide a detailed short-term view of the County’s general government operations and the
basic services it provides. Governmental fund information helps you determine whether there are more or fewer financial
resources that can be spent in the near future to finance the County’s programs. We describe the relationship (or difference)
between governmental activities (reported in the Statement of Net Position and the Statement of Activities) and
governmental funds in reconciliations following the fund financial statements on pages 21 and 24.

The County maintains 78 governmental funds. Information is presented separately in the Balance Sheet and the Statement
of Revenues, Expenditures and Changes in Fund Balances for the General fund, Job & Family Services fund, Children
Services fund, Community Mental Health fund, LCBDD fund, and Construction Projects fund which are considered to be
major funds. Data from the other 72 funds are combined into a single aggregated presentation. Individual fund data for
each of these nonmajor governmental funds is provided in the form of combining statements elsewhere in this report.

Proprietary funds—When the County charges customers for the services it provides—whether to outside customers or to
other units of the County—these services are generally reported in proprietary funds. Proprietary funds are reported in the
same way that all activities are reported in the Statement of Net Position and the Statement of Activities. In fact, the
County’s enterprise funds (a component of proprietary funds) are the same as the business-type activities we report in the
government-wide statements but are more detailed and provide additional information, such as cash flows. The County has
three enterprise funds, two of which are considered major funds of the County, the Sewer System fund and the Lorain
County Regional Airport fund. We use internal service funds (the other component of proprietary funds) to report activities
that provide services for the County’s other programs and activities. The County has two internal service funds to account
for its self-insurance programs and workers’ compensation reserves. Because these services predominately benefit
governmental rather than business-type functions they have been included within governmental activities in the
government-wide financial statements. All internal service funds are combined into a single aggregated presentation in the
proprietary fund financial statements which begin on page 30. Individual fund data for the internal service funds is
provided in the form of combining statements elsewhere in this report.

The County as Fiscal Agent or Custodian

Fiduciary funds—The County maintains 20 agency funds that are used to account for assets that are held in a purely
custodial capacity as fiscal agent for other entities and for various taxes, state-shared revenues, and fines and forfeitures
collected on behalf of and distributed to other local governments. All of the County’s fiduciary activities are reported in a
separate Statement of Fiduciary Net Position on page 34. These activities are excluded from the County’s other financial
statements because the assets cannot be utilized by the County to finance its operations.
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Notes to the Basic Financial Statements

The notes to the basic financial statements provide additional information that is essential to a full understanding of the data
provided in the government-wide and fund financial statements. The notes to the basic financial statements begin on page
38.

Government-wide Financial Analysis

As noted earlier, net position may serve over time as a useful indicator of a government’s financial position. The County’s
net position, the amount assets and deferred outflows of resources exceeded liabilities and deferred inflows of resources,
was $217.7 million at the close of the most recent fiscal year. A comparative analysis of fiscal year 2016 to fiscal year
2015 follows:

Condensed
Net Position
(in Millions)
Total
Governmental Business-type Primary
Activities Activities Government
2016 2015 2016 2015 2016 2015
Current and Other Assets $ 2414 $ 2263 $ 64 $ 60 $ 2478 $ 2323
Capital Assets, Net 130.0 133.4 30.8 31.2 160.8 164.6
Total Assets 3714 359.7 37.2 37.2 408.6 396.9
Total Deferred Outflows of Resources 42.8 15.5 1.0 0.9 43.8 16.4
Long-term Liabilities 143.6 112.3 8.0 8.4 151.6 120.7
Other Liabilities 24.0 18.6 4.7 3.1 28.7 21.7
Total Liabilities 167.6 130.9 12.7 11.5 180.3 142.4
Total Deferred Inflows of Resources 54.4 53.1 - - 54.4 53.1
Net Position:
Net Investment in Capital Assets 105.8 111.1 20.0 21.3 125.8 132.4
Restricted 131.8 119.2 - - 131.8 119.2
Unrestricted (45.4) (39.1) 5.5 53 (39.9) (33.8)
Total Net Position $ 1922 $ 191.2 $ 255 % 26.6 $ 2177 $ 2178

The County has adopted GASB Statement No. 68, “Accounting and Financial Reporting for Pensions—an Amendment of
GASB Statement No. 27,” which significantly revises accounting for pension costs and liabilities. For reasons discussed
below, many end users of this financial statement will gain a clearer understanding of the County’s actual financial
condition by adding deferred inflows related to pension and the net pension liability to the reported net position and
subtracting deferred outflows related to pension.

Governmental Accounting Standards Boards standards are national and apply to all government financial reports prepared
in accordance with generally accepted accounting principles. When accounting for pension costs, GASB 27 focused on a
funding approach. This approach limited pension costs to contributions annually required by law, which may or may not be
sufficient to fully fund each plan’s net pension liability. GASB 68 takes an earnings approach to pension accounting;
however, the nature of Ohio’s statewide pension systems and state law governing those systems requires additional
explanation in order to properly understand the information presented in these statements.

Under the standards required by GASB 68, the net pension liability equals the County’s proportionate share of each plan’s
collective:
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1. Present value of estimated future pension benefits attributable to active and inactive employees’ past service
2. Minus plan assets available to pay these benefits

GASB notes that pension obligations, whether funded or unfunded, are part of the “employment exchange” — that is, the
employee is trading his or her labor in exchange for wages, benefits, and the promise of a future pension. GASB noted that
the unfunded portion of this pension promise is a present obligation of the government, part of a bargained-for benefit to the
employee, and should accordingly be reported by the government as a liability since they received the benefit of the
exchange. However, the County is not responsible for certain key factors affecting the balance of this liability. In Ohio, the
employee shares the obligation of funding pension benefits with the employer. Both employer and employee contribution
rates are capped by State statute. A change in these caps requires action of both Houses of the General Assembly and
approval of the Governor. Benefit provisions are also determined by State statute. The employee enters the employment
exchange with the knowledge that the employer’s promise is limited not by contract but by law. The employer enters the
exchange also knowing that there is a specific, legal limit to its contribution to the pension system. In Ohio, there is no
legal means to enforce the unfunded liability of the pension system as against the public employer. State law operates to
mitigate/lessen the moral obligation of the public employer to the employee, because all parties enter the employment
exchange with notice as to the law. The pension system is responsible for the administration of the plan.

Most long-term liabilities have set repayment schedules or, in the case of compensated absences (i.e. sick and vacation
leave), are satisfied through paid time-off or termination payments. There is no repayment schedule for the net pension
liability. As explained above, changes in pension benefits, contribution rates, and return on investments affect the balance
of the net pension liability, but are outside the control of the local government. In the event that contributions, investment
returns, and other changes are insufficient to keep up with required pension payments, State statute does not assign/identify
the responsible party for the unfunded portion. Due to the unique nature of how the net pension liability is satisfied, this
liability is separately identified within the long-term liability section of the statement of net position.

In accordance with GASB 68, the County’s statements prepared on an accrual basis of accounting include an annual
pension expense for the County’s proportionate share of each plan’s change in net pension liability not accounted for as
