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City Council 
City of Port Clinton 
1868 Perry Street  
Port Clinton, Ohio 43452 
 
 
We have reviewed the Independent Auditor’s Report of the City of Port Clinton, Ottawa County, 
prepared by Clifton Gunderson LLP, for the audit period January 1, 2007 through December 31, 
2007.  Based upon this review, we have accepted these reports in lieu of the audit required by 
Section 117.11, Revised Code.  The Auditor of State did not audit the accompanying financial 
statements and, accordingly, we are unable to express, and do not express an opinion on them. 
 
Our review was made in reference to the applicable sections of legislative criteria, as reflected by 
the Ohio Constitution, and the Revised Code, policies, procedures and guidelines of the Auditor of 
State, regulations and grant requirements.  The City of Port Clinton is responsible for compliance 
with these laws and regulations. 
 
 
 
 
 
 
 
 
Mary Taylor, CPA 
Auditor of State 
 
December 2, 2008  
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Certified Public Accountants & Consultants 

Independent Auditor's Report on Internal Control Over Financial Reporting and 
on Compliance and Other Matters Based on an Audit of Financial Statements 

Performed in Accordance with Government Auditing Standards 

The Members of City Council 
City of Port Clinton 
Port Clinton, Ohio 

We have audited the financial statements of governmental activities, the business-type 
activities, each major fund and the aggregate remaining fund information of the City of Port 
Clinton, Ohio (the City), as of and for the year ended December 31, 2007, which collectively 
comprise the City's basic financial statements and have issued our report thereon November 6, 
2008. We conducted our audit in accordance with auditing standards generally accepted in the 
United States of America and the standards applicable to financial audits contained in 
Government Auditing Standards, issued by the Comptroller General of the United States. 

Internal Control Over Financial Reporting 

In planning and performing our audit, we considered the City's internal control over financial 
reporting as a basis for designing our auditing procedures for the purpose of expressing our 
opinion on the financial statements, but not for the purpose of expressing an opinion on the 
effectiveness of the City's internal control over financial reporting. Accordingly, we do not 
express an opinion on the effectiveness of the City's internal control over financial reporting. 

Our consideration of internal control over financial reporting was for the limited purpose 
described in the preceding paragraph and would not necessarily identify all deficiencies in 
internal control over financial reporting that might be significant deficiencies or material 
weaknesses. However, as discussed below, we identified certain deficiencies in internal control 
over financial reporting that we consider to be significant deficiencies. 

A control deficiency exists when the design or operation of a control does not allow 
management or employees, in the normal course of performing their assigned functions, to 
prevent or detect misstatements on a timely basis. A significant deficiency is a control 
deficiency, or combination of control deficiencies, that adversely affects the entity's ability to 
initiate, authorize, record, process, or report financial data reliably in accordance with generally 
accepted accounting principles such that there is more than a remote likelihood that a 
misstatement of the entity's financial statements that is more than inconsequential will not be 
prevented or detected by the entity's internal control. We consider the deficiencies described in 
the accompanying schedule of findings and responses to be significant deficiencies in internal 
control over financial reporting described in Items 2007-1, 2007-2, 2007-3, 2007-4, 2007-5, 
2007-6, and 2007-7. 

A material weakness is a significant deficiency, or combination of significant deficiencies, that 
results in more than a remote likelihood that a material misstatement of the financial statements 
will not be prevented or detected by the entity's internal control. 
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Internal Control Over Financial Reporting, Continued 

Our consideration of the internal control over financial reporting was for the limited purpose 
described in the first paragraph of this section and would not necessarily identify all deficiencies 
in the internal control that might be significant deficiencies and, accordingly, would not 
necessarily disclose all significant deficiencies that are also considered to be material 
weaknesses. We believe that the significant deficiencies described in Item 2007-1, 2007-2, 
2007-3,2005-5 and 2007-7 are also material weaknesses. 

Compliance and Other Matters 

As part of obtaining reasonable assurance about whether the City of Port Clinton's financial 
statements are free of material misstatement, we performed tests of its compliance with certain 
provisions of laws, regulations, contracts and grant agreements, noncompliance with which 
could have a direct and material effect on the determination of financial statement amounts. 
However, providing an opinion on compliance with those provisions was not an objective of our 
audit and, accordingly, we do not express such an opinion. The results of our tests disclosed no 
instances of noncompliance or other matters that are required to be reported under Government 
Auditing Standards. 

The City's responses to the findings identified in our audit are described in the accompanying 
schedule of findings and responses. We did not audit the City's response and, accordingly, we 
express no opinion on them. 

We also noted certain immaterial instances of noncompliance that we have reported to 
management of the City of Port Clinton in a separate letter dated November 6, 2008. 

This report is intended solely for the information and use of management and City council and 
should not be used by anyone other than these specified parties. 

Toledo, Ohio 
November 6, 2008 



CITY OF PORT CLINTON, OHIO
 

Schedule of Findings and Responses 

Reference 2007-1 - Bank Reconciliations and Supervisory Review 

Criteria 

The timely preparation of bank reconciliations and supervisory review is a key component of 
internal controls. 

Condition 

Bank reconciliations were not completed timely throughout 2007. While the daily cash tie-out 
process is being performed, in several instances we noted that the appropriate review was not 
being performed or it was not properly documented. 

Effect 

Without timely preparation and completion of bank reconciliations, and the review by someone 
other than the preparer, errors or irregularities may go undetected or may not be detected in a 
timely manner. 

Recommendation 

We again recommend bank reconciliations be completed in a timely manner. We also 
recommend the preparer sign and date the reconciliation to document completion. The 
supervisor should also sign and date the reconciliation indicating they have reviewed for 
completion and any unusual reconciling items have been appropriately cleared. 

City's Response 

The City has contracted with a firm to assist the Treasurer in performing bank reconciliations in 
a timely manner. The City will take the recommendations associated with the daily cash tie-out 
process under consideration. 
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CITY OF PORT CLINTON, OHIO
 

Schedule of Findings and Responses, Continued
 

Reference 2007-2 - Segregation of Duties - Payroll Cycle 

Criteria 

Segregation of duties is a key component of internal controls. 

Condition 

The deputy auditor's responsibilities with respect to the payroll system includes adding new 
employees, removing terminated employees, processing payroll changes (i.e., rate, address, 
etc.), and processing the bi-weekly payroll and issuing checks.
 

While the City discovered they overpaid an employee due to an error in their hourly rate, the
 
error was not detected in a timely manner.
 

Effect
 

The current assignment of payroll responsibilities increases the possibility of an unauthorized
 
changes in payroll, errors or irregularities.
 

Recommendation
 

We recommend someone independent of the payroll processing review the payroll register on a
 
regular basis for errors or irregularities or consider implementation of compensating controls 
such as generation and review of payroll report identifying all changes in pay rates and 
personnel. 

City's Response 

The City is working to revise its payroll processing review process. The new process would 
allow an independent party to review a payroll report that identifies changes in pay rates and 
personnel. This should allow the City to identify any errors in a more timely fashion. 
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CITY OF PORT CLINTON, OHIO
 

Schedule of Findings and Responses, Continued 

Reference 2007-3 - Segregation of Duties - Disbursements 

Criteria 

Segregation of duties is a key component of internal controls. 

Condition 

The deputy auditor is responsible for disbursement processing which includes the check 
printing, electronically signing and mailing. In addition, we identified instances for which the 
invoice did not indicate approval by the requisitioning department manager and a duplicate 
payment. 

We also noted access to the electronic check writer is restricted by the use of a key and a code. 
Based on our inquiry, the code has never been changed and the key is maintained in the check 
writing machine. 

Errors or irregularities may go undetected. 

Recommendation 

We recommend the check register, along with the checks, be reviewed by someone other than 
the deputy auditor. This review should be documented by the initialing and dating of the 
register. This individual could also spot check several invoices for proper approvals and 
documentation. 

In addition, we recommend at a minimum the key to the electronic check writer be maintained in 
a locked file cabinet with access to such cabinet limited to those with check writing authority. 

City's Response 

The City is working to implement a lock box process that would limit access to the electronic 
check writing machine key to those with check writing authority. 
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CITY OF PORT CLINTON, OHIO
 

Schedule of Findings and Responses, Continued 

Reference 2007-4 - Capital Asset Management 

Criteria 

Federal regulations require grantees to conduct a physical inventory of equipment and to 
reconcile the results with the equipment records at least once every two years. 

Condition 

The City has not completed a physical inventory of capital assets and one is not expected to be 
performed. Also, the capital assets are maintained on an excel spreadsheet, but no supervisory 
review is done on the spreadsheet to ensure that capitalized interest is recorded correctly. 

In addition, the City has not implemented a capitalization policy regarding infrastructure. 

Failure to comply with the physical inventory requirements could result in the unknown loss of 
equipment. In addition, considering the lack of controls surrounding capital asset additions and 
disposals this increases the possibility for misstatement in the capital asset detail and financial 
statements. 

Recommendation 

We recommend the City perform a physical inventory of all assets at a minimum of every two 
years and reconcile the results to the equipment records and general ledger. We also 
recommend that a formal policy on the addition and deletion of fixed assets and infrastructure 
be implemented 

City Response 

Department supervisors review the list of capital assets on an annual basis. 
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CITY OF PORT CLINTON, OHIO
 

Schedule of Findings and Responses, Continued 

Reference 2007-5 - Segregation of Duties - Cash and Investments 

Criteria 

Segregation of duties is a key component of internal controls. 

Condition 

Presently, the Treasurer has the ability to receive mail, make deposits, record deposits, make 
transfers, has access signature plates and performs reconciliations. This individual also can 
authorize investment transactions, access on-line investment accounts, sign investment checks, 
record investment transactions, reconcile accounts and execute electronic funds transfer 
arrangements. 

This lack of segregation of duties increases the possibility of the misappropriation of City assets. 

Recommendation 

We recommend City management review the current responsibilities and authority of the 
treasurer and minimize the risk associated with this lack of segregation of duties. 

City Response 

The City's small size and limited financial resources are such that the Treasurer's department 
consists of just one person, which limits the ability to segregate these duties. However, the City 
will take this recommendation under consideration. 
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CITY OF PORT CLINTON, OHIO
 

Schedule of Findings and Responses, Continued 

Reference 2007-6 - Disbursements Process 

Criteria 

Effective disbursement procedures and controls help ensure accurate financial reporting and 
help prevent a misappropriation of City assets. 

Condition 

During the test of effectiveness for disbursements the following was noted: 

•	 5 of the 45 selections chosen had a purchase order that was dated after the invoice date 
•	 2 of the 45 selections chosen had a receiver signature but it was not dated 
•	 2 of the 45 selections chosen had invoices without proper approval from the required 

department head 

This lack of compliance with City policy increases the possibility of the misappropriation of City 
assets and increases the possibility that expenditures and corresponding liabilities are not 
recognized in the appropriate accounting period and financial reporting does not accurately 
reflect the operations of the entity. 

Recommendation 

We recommend that disbursement procedures are reviewed with all appropriate City 
personnel to ensure compliance with procedures. 

City Response 

The City will review disbursement procedures with all appropriate City personnel. 
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CITY OF PORT CLINTON, OHIO
 

Schedule of Findings and Responses, Continued
 

Reference 2007-7 - Segregation of Duties - Water & Sewer Billing 

Criteria 

Segregation of duties is a key component of internal controls. 

Condition 

Currently the water office manager/deputy auditor can initiate, authorize, change a sale, has 
access to payments, can initiate a billing, initiate a credit memo, change all master files, and 
performs reconciliations for water and sewer billings. 

Effect 

This lack of segregation of duties increases the possibility of the misappropriation of City assets. 

Recommendation 

We recommend City management review the current responsibilities and authority of the above 
positions and minimize the risk associated with this lack of segregation of duties. 

City Response 

The water office manager is in the process of training additional personnel on several of these 
duties, such that they can be segregated in the future. 
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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 
DECEMBER 16, 2008 
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