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The Honorable Mayor  
     and Members of City Council 
City of Toledo 
One Government Center, Suite 2050  
Toledo, Ohio 43604 
 
 
We have reviewed the Independent Auditor’s Report of the City of Toledo, Lucas 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 Toledo is responsible for compliance with 
these laws and regulations. 
 
 
 
 
 
 
 
 
Mary Taylor, CPA 
Auditor of State 
 
September 5, 2008  
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~Clifta 
~ Gund~rson LLP 

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 Honorable Mayor Carleton S. Finkbeiner 
and Members of City Council 

City of Toledo 
Toledo, Ohio 

We have audited the financial statements of the governmental activities, the business type 
activities, each major fund, and the aggregate remaining fund information of City of Toledo, 
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 dated June 30, 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 entity's internal control over financial reporting. Accordingly, we do not 
express an opinion on the effectiveness of the entity'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 as 
Items 2007-1, 2007-2, 2007-3, 2007-4, 2007-5, 2007-6, and 2007-7 in the accompanying 
schedule of findings and responses to be significant deficiencies in internal control over financial 
reporting. 

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. 

Member of 
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The Honorable Mayor Carleton S. Finkbeiner 
and Members of City Council 

City of Toledo 

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 significant deficiencies 2007-1, 2007-2, 2007-3, 2007-4, 2007-5, 
2007-6, and 2007-7 to also be material weaknesses. 

Compliance and Other Matters 

As part of obtaining reasonable assurance about whether the City'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 statements 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. 

We noted certain matters that we reported to management of the City in a separate letter dated 
June 30, 2008. 

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

This report is. intended solely for the information and use of the Mayor, City Council, City 
management, Audit Committee, others within the City, federal awarding agencies and pass
through entities and is not intended to be and should not be used by anyone other than these 
specified parties. 

Toledo, Ohio 
June 30, 2008 
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~Clifta 
~ Gund~rson LLP 

Certified Public Accountants & Consultants 

Independent Auditor's Report on Compliance with Requirements
 
Applicable to Each Major Program and on Internal Control Over
 

Compliance and Schedule of Expenditures of Federal Awards
 
in Accordance With OMB Circular A-133
 

The Honorable Mayor Carleton S. Finkbeiner 
and Members of City Council 

City of Toledo 
Toledo, Ohio 

Compliance 

We have audited the compliance of the City of Toledo, Ohio (the City) with the types of 
compliance requirements described in the U. S. Office of Management and Budget (OMS) 
Circular A-133 Compliance Supplement that are applicable to each of its major federal 
programs for the year ended December 31, 2007. The City's major federal programs are 
identified in the summary of auditor's results section of the accompanying schedule of findings 
and questioned costs. Compliance with the requirements of laws, regulations, contracts and 
grants applicable to each of its major federal programs is the responsibility of the City's 
management. Our responsibility is to express an opinion on the City's compliance based on our 
audit. 

We conducted our audit of compliance in accordance with auditing standards generally 
accepted in the United States of America; the standards applicable to financial audits contained 
in Government Auditing Standards, issued by the Comptroller General of the United States; and 
OMS Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations. 
Those standards and OMS Circular A-133 require that we plan and perform the audit to obtain 
reasonable assurance about whether noncompliance with the types of compliance requirements 
referred to above that could have a direct and material effect on a major federal program 
occurred. An audit includes examining, on a test basis, evidence about the City's compliance 
with those requirements and performing such other procedures as we considered necessary in 
the circumstances. We believe that our audit provides a reasonable basis for our opinion. Our 
audit does not provide a legal determination on the City's compliance with those requirements. 

In our opinion, the City complied, in all material respects, with the requirements referred to 
above that are applicable to each of its major federal programs for the year ended 
December 31, 2007. However, the results of our auditing procedures disclosed instances of 
noncompliance with those requirements, which are required to be reported in accordance with 
OMS Circular A-133 and which are described in the accompanying schedule of findings and 
questioned costs at Items 2007-8,2007-9,2007-10, and 2007-11. 

Internal Control over Compliance 

The management of the City is responsible for establishing and maintaining effective internal 
control over compliance with requirements of laws, regulations, contracts and grants applicable 
to federal programs. In planning and performing our audit, we considered the City's internal 
control over compliance with the requirements that could have a direct and material effect on a 
major federal program in order to determine our auditing procedures for the purpose of 
expressing our opinion on compliance, but not for the purpose of expressing an opinion on the 
effectiveness of internal control over compliance. Accordingly, we do not express an opinion on 
the effectiveness of the entity's internal control over compliance. 
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The Honorable Mayor Carleton S. Finkbeiner 
and Members of City Council 

City of Toledo 

Internal Control over Compliance, Continued 

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

A control deficiency in an entity's internal control over compliance 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 noncompliance with a type of 
compliance requirement of a federal program on a timely basis. A significant deficiency is a 
control deficiency, or combination of control deficiencies, that adversely affects the entity's 
ability to administer a federal program such that there is more than a remote likelihood that 
noncompliance with a type of compliance requirement of a federal program that is more than 
inconsequential will not be prevented or detected by the entity's internal control. We consider 
the deficiencies in internal control over compliance described in the accompanying schedule of 
findings and questioned costs as Item 2007-9, 2007-10, 2007-11, and 2007-12 to be significant 
deficiencies. 

A material weakness is a significant deficiency, or combination of significant deficiencies, that 
results in more than a remote likelihood that material noncompliance with a type of compliance 
requirement of a federal program will not be prevented or detected by the entity's internal 
control. We did not consider the deficiency described in the accompanying schedule of findings 
and questions costs to be a material weakness. 

Schedule of Expenditures of Federal Awards 

We have audited the financial statements of the governmental activities, the business type 
activities, each major fund, and the aggregate remaining fund information of the City as of and 
for the year ended Decerrlber 31, 2007, and have issued our report thereon dated June 30, 
2008. Our audit was performed for the purpose of forming opinions on the financial statements 
that collectively comprise the City's basic financial statements. The accompanying schedule of 
expenditures of federal awards is presented for purposes of additional analysis as required by 
OMS Circular A-133 and is not a required part of the basic financial statements. Such 
information has been subjected to the auditing procedures applied in the audit of the basic 
financial statements and, in our opinion, is fairly stated, in all material respects, in relation to the 
basic financial statements taken as a whole. 

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

This report is intended solely for the information and use of the Mayor, City Council, City 
management, Audit Committee, others within the City, federal awarding agencies and pass
through entities and is not intended to be and should not be used by anyone other than these 
specified parties. 

Toledo, Ohio 
June 30, 2008 
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CITY OF TOLEDO, OHIO
 
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
 

For the Year Ended December 31, 2007
 

Federal Grantor Agency! 
Passed-Through Entity! 

Cluster Title! 
Program Title! 

Project Title 

U.S. Department of Agriculture 
05 CIP EAB Canopy Restoration 

U.S. Department of Housing and Urban Development (HUD): 
Direct Grants
 

Community Development Block Grants
 

Sub-Total CFDA 14.218 (entitlement) 

Emergency Shelter Grants Program 

Sub-Total CFDA 14.231 

Supportive Housing Program 

Sub-Total CFDA 14.235 

Home Investn1ent Partnership Program 

Sub-Total CFDA 14.239 

CDBG/Jeep Project 108 Loan Guarantees 

Economic Development Initiative Grant 

Sub-Total CFDA 14.251 

Lead Based Paint Hazard Control in Privately-Owned Housing 

Sub-Total CFDA 14.900 

Passed-through 
Lucas County Metropolitan Housing Authority 

LMHA 2004 Grant 
LMHA 2006 Grant 
LMHA 2007 Grant 

Sub-Tota.l CFDA 14.854 

Total U.S. Department of HUD 

Federal 
CFDA Grantor's 

Number Number 

10.652 

14.218 

14.231 

B-04-MC-39-0021 
B-05-MC-39-0021 
B-06-MC-39-0021 
B-07-MC-39-0021 
B-08-MC-39-0021 

14.235 

14.239 

14.248 

14.251 

14.900 

14.854 

Total
 
Cash and
 
Non-cash
 
Federal
 
Awards
 

Expended
 

$ 8,055 

$ 240 
317,429 
724,969 

4,325,334 
4,428,827 
9,796,799 

180,854 
145,376 
326,230 

76,060 
30,000 
25,000 

131,060 

34,244 
(2,093) 

475,648 
1,203,233 

625,167 
451,851 

2,788,050 

17,320,000 

1,086,000 
149,599 

1,235,599 

348,797 
3,059 

351,856 

5,153 
44,420 

248,385 
297,958 

$ 32,247,552 
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CITY OF TOLEDO, OHIO 
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS 

For the Year Ended December 31, 2007 

Federal Grantor Agency! 
Passed-Through Entity! 

Cluster Title! 
Program Title! 

Project Title 

Federal 
CFDA 

Number 
Grantor's 
Number 

U.S. Department of Interior 
ODNR Clean Vessel Grant 15.616 

u.S. Department of Justice 
Direct Grants 
Office of National Drug Control Policy 

05 HIDTA Grant 
06 HIDTA Grant 
07 HIDTA Grant 

Sub-Total for CFDA 16.000 

16.000 13POHP502 

Bureau of Justice Assistance 
Local Law Enforcement Block Grants Program 
Local Law Enforcement Block Grants Program 
Cops More Grant 

Sub-Total for CFDA 16.592 

16.592 05-LB-BX-1976 
06-LB-BX-1976 

Passed-through 
Juvenile Justice and Delinquency Prevention 16.540 00-DG-B01-B1009 

Victims of Child Abuse 16.547 

Edward Byrne Memorial State and Local Law Enforcement: 
Assistance Discretionary Grants Program 16.580 00-DG-B02-B1002 

02-DG-B02-B1002 

Sub-Total for CFDA 16.580 

Violence Against Women Formula Grant 16.588 05-WF-VA3-8841 
06-WF-VA3-8841 

Sub-Total for CFDA 16.588 

Community Capacity Development Office 
05 Northriver Weed and Seed 
06 Northriver Weed and Seed 
07 Northriver Weed and Seed 
06 ONYX Grant 
07 ONYX Grant 
LDC Grant 
07 Law Enforcement Overtime 
08 Law Enforcement Overtime 

Sub-Total for CFDA 16.595 

16.595 

06 Cold Case Grant 16.743 

06 Great Grant 
07 Great Grant 

Sub-Total for CFDA 16.744 

16.744 

Total U.S. Department of Justice 

Total
 
Cash and
 
Non-cash
 
Federal
 
Awards
 

Expended
 

$ 

$ 161,911 
1,700 

72,459 
236,070 

865 
35,892 
14,586 
51,343 

145 

14,940 

(183) 
(1,823) 

742 
(988) 

1,145 
(1,107) 

12,554 
19,181 
4,372 

55,177 
91,284 

1,320 
87,350 
36,239 
17,905 

1,383 
(57) 

56,757 
12,177 

213,074 

1,660 

45,646 

46,139 

$ 653,548 
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CITY OF TOLEDO, OHIO 
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS 

For the Year Ended December 31,2007 

Total 
Federal Grantor Agencyl Cash and 

Passed-Through Entityl Non-cash 
Cluster Titlel Federal Federal 
Program Titlel CFDA Grantor's Awards 

Project Title Number NUITlber Expended 

U.S. Department of Transportation: 
Direct Grants 

2005/2006 Seat Belt Performance Grant 20.609 $ 715 
2006/2007 Seat Belt Performance Grant 4,062 

Sub-Total for CFDA 20.609 4,777 

Passed-through 
Ohio Department of Transportation 

Highway Planning and Construction Grants 
04CIP MLK Phase 2 TMACOG 20.205 2,922,408 
06CIP MLK Phase 2 ODOT 1,531,327 
07CIP MLK PHASE 2 ODOT 1,809,138 
01 CIP Traffic Control 18,925 
03 CIP Central Traffic Control 21,795 
05 CIP Central Traffic Control 539,684 
03CIP Airport HWY (80/20) 193,234 
03 CIP Laskey Road 5,763 
04 CIP OPWC/ODOT Byrne Road 37,518 
REYNOLDS ROAD ELMER TO DORR 24,185 
ODOT REYNOLDS RD PHASE 2 1,001,057 
ODOT GRANT HOLLAND SYLVANIA 2,131,172 
TELEGRAPH ROAD (ODOT) 340,000 
04CIP ERIE ST RECONSTRUCTION 78,322 
MAIN ST IMPROVEMENT PROGRAM 387,646 
05 CIP Monroe Street Phase 4 1,373 
Cherry Street Resurfacing 2,930,264 

Sub-Total for CFDA 20.205 13,973,811 

Ohio Department of Highway Safety 
State and Community Highway Safety 

06 Ohio Safe Commute Program 20.600 11,437 
07 Ohio Safe Commute Program 29,455 

Sub-Total for CFDA 20.600 

Total U.S. Department of Transportation $ 14,019,480 

U.S. Environmental Protection Agency(EPA): 
Direct Grants 

05 CIP Secor Gardens 66.458 $ 277,066 

Surveys, Studies, Investigations, and Special Purpose Grants 66.606 1,381,304 

Brownfield Job Training 66.811 1,260 
Brownfield Job Training 29,537 
Brownfield Petroleum 16,115 
04 Petroleum Remediation 2,984 
04 Petroleum Assessment 118,197 
04 Non-Petroleum Assessment 154,559 
07 Petroleum Assessment 10,065 
07 Non-Petroleum Assessment 28,770 
Brownfield Petroleum Cleanup 173,001 

Sub-Total for CFDA 66.811 534,488 

Passed-through 
Ohio Environmental Protection Agency 

04 Title V Pass Thru 66.001 929 
05 Title V Pass Thru 18,962 
06 Title V Pass Thru 218,607 
07 Title V Pass Thru 71,720 

Sub-Total for CFDA 66.001 310,218 
7 



CITY OF TOLEDO, OHIO 
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS 

For the Year Ended December 31, 2007 

Total 
Federal Grantor Agencyl Cash and 

Passed-Through Entity! Non-cash 
Cluster Title! Federal Federal 
Program Title! CFDA Grantor's Awards 

Project Title Number Number Expended 

U.S. Environmental Protection Agency(EPA), Continued: 
Capitalization Grants for State Revolving Funds 

Ohio Water Development Authority 
Waste Water Treatment Systems 
East Side Water Main Phase 28 
Wet Weather Grit Facility 

Sub-Total for CFDA 66.458 

66.458 $ 4,980,720 
2,450,798 
1,659,777 
9,091,295 

Total U.S. EPA $ 11,594,371 

U.S. Department of Health and Human Services: 
Passed-through 

State Department of Health 
Bioterrorism Training and Curriculum Development 

Public Program 
2001 Regional Medical Response System 
MMRS Grant 2006 
MMRS Grant 2005 

Sub-Total for CFDA 93.996 

93.996 $ 82,964 
36,798 
77,067 

196,829 

Total U.S. Department of Health and Human Services $ 196,829 

U.S. Department of Homeland Security 
Direct Grant 

Preparedness Equipment Support Program 97.004 $ 41,970 

Emergency Management Performance Grants 97.042 127,610 

RMRS 2008 Grant 
RMRS 2007 Grant 
Assistance to Firefighters Grant 
RMRS Physical Health Ins. 

Sub-Total for CFDA 97.044 

97.044 9,059 
164,919 

4,595 
916 

179,489 

05 Bufferzone Project 97.078 37,029 

Total U.S. Department of Homeland Security 386,098 

Total Federal Awards Expended $ 59,131,762 

This schedule should be ready only in connection 
with the accompanying notes to the schedule. 
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CITY OF TOLEDO, OHIO
 
NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
 

For the year ended DecelTlber 31, 2007
 

NOTE 1- BASIS OF PRESENTATION
 

The accompanying schedule of expenditures of federal awards includes the federal grant activity of 
the City of Toledo and is presented on the modified accrual basis of accounting, which is described 
in Note 1(c) to the City of Toledo, Ohio's (the City) Comprehensive Annual Financial Report. The 
information in this schedule is presented in accordance with requirements of OMB Circular A-133, 
Audits of States, Local Governments, and Non-Profit Organizations. Therefore, some amounts 
presented in this schedule may differ from amounts presented in, or used in the preparation of, the 
basic financial statements. 

NOTE 2 - SUBRECIPIENTS 

The City provided federal awards to various subrecipients on a pass-through basis as follows: 

CFDA 
Program Number Amount 

u.S. Department of Housing and Urban Development: 
Community Development Block Grant! 

Entitlement Grant 14.218 $ 3,623,574 
Emergency Shelter Grants 14.231 326,230 
Supportive Housing Grants 14.235 131,060 
Home Investment Partnership Programs 14.239 2,788,050 
Economic Development Initiative Grant 14.251 1,235,599 

Total Passed Through $ 8,104,513 

This information is an integral part of the accompanying schedule. 
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CITY OF TOLEDO, OHIO
 

Schedule of Findings and Questioned Costs
 

Section I-Summary of Auditor's Results
 

Financial Statements 

Type of auditor's report issued: 
Internal control over financial reporting: 

Material weakness(es) identified? 
Significant deficiency(s) identified that are not considered 
to be material weaknesses? 

Noncompliance material to financial statements noted? 

Unqualified 

X yes 

yes 
yes 

___ 

X 
X 

no 

none reported 
no 

Federal Awards 

Internal control over major programs: 
Material weakness(es) identified? 

• Significant de'ficiency(s) identified that are not considered 
to be material weakness(es)? 

___ 

X 

yes 

yes 

X 

___ 

no 

none reported 

Type of auditor's report issued on compliance for 
major programs: Unqualified 

Any audit findings disclosed that are required to be reported in 
accordance with section 510(a) of OMB Circular A-133? X yes no 

Identification of major programs: 

CFDA Number(s) Name of Federal Program or Cluster 

14.218 Community Development Block Grant 
14.248 CDBG/Jeep Project 108 Loan Committee 
14.251 Economic Development Initiative Grant 
20.205 Highway Planning and Construction Grants 
66.606 Surveys, Studies, Investigations, and Specific Purpose Grants 

Dollar threshold used to distinguish between type A and type B programs: $1,254,215 

Auditee qualified as low-risk auditee? ___ yes X no 
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Schedule of Findings and Questioned Costs, Continued
 

Section II-Financial Statement Findings
 

Reference 2007-1 - Bank Reconciliations 

Criteria 

The timely preparation of bank reconciliations is a key component of internal controls. In 
addition, documentation is often a key indication that control policies and procedures are 
implemented, effective and operating as indicated. 

Condition 

Bank reconciliations for two accounts were not completed timely throughout 2007. We also 
noted the Cash Bail, Civil Court and Probate Cash monthly bank reconciliations did not contain 
documentation of the preparer, the date prepared, and management's review of the 
reconciliation. 

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 recommend bank reconciliations be completed and reviewed in a timely manner and the 
City review current documentation policies and procedures and make changes as deemed 
appropriate. 

City Response 

Bank reconciliations are given high priority within the Finance Department to address proper 
internal control. With the current employee staffing levels reduced in most departments and 
divisions, at certain times of the year the deadlines of significant tasks in the Division of 
Accounts, especially during the annual audit, can interfere with the timely preparation of bank 
reconciliations, for a limited time. As these other deadlines are met, the preparation of bank 
reconciliations is provided the highest priority level. The Division of Accounts continues to 
improve progress on its timeliness of bank reconciliations. 
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CITY OF TOLEDO, OHIO
 

Schedule of Findings and Questioned Costs, Continued
 

Section II-Financial Statement Findings, Continued
 

Reference 2007-2 - 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 until the Enterprise Resource Planning (ERP) Program is implemented. In addition, 
capital asset disposals are not properly tracked and accounted for in the City's capital asset 
detail. 

Effect 

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 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 disposal of fixed assets be developed and implemented 
and enforced. 

City Response 

The Division of Accounts will prepare a master schedule of fixed assets inventories to be 
performed by the financial personnel in the various operating divisions in December of 2008. 
The City administration will schedule a comprehensive fixed asset inventory in the 
implementation plan of the new ERP. 

12
 



CITY OF TOLEDO, OHIO
 

Schedule of Findings and Questioned Costs, Continued
 

Section II-Financial Statement Findings, Continued
 

Reference 2007-3 - Reconciliations and Supervisory Review 

Criteria 

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

Condition 

During our auditing procedures we noted various reconciliations are not being completed on a 
timely basis such as the following: 

•	 The accounts payable detail was not yet reconciled to the general ledger balance; 

•	 While the open retainage payable balance was reconciled, we noted one contract on the 
reconciliation that was recorded for approximately $232,000 that was closed in previous 
year; 

•	 The EDL outstanding balances were not currently reconciled to the outstanding balance 
per the general ledger; 

•	 For certain grant and loan programs, a reconciliation of expenditures year to date and 
the corresponding grant receivable or loan payable was not completed resulting in an 
understatement of the receivables or loan payable; 

•	 The monthly reconciliations between the UTAX income tax system and the Ross general 
ledger balance was incomplete, and 

•	 The outstanding debt per the year end bond book was not yet reconciled to the general 
ledger balances for the enterprise funds. 

While the errors did not result in material understatement, we noted the spreadsheet used for 
calculation of compensatory absences contained multiple formula errors and was not reviewed 
once prepared. 

Effect 

The effectiveness of controls is significantly compromised when reconciliations are not being 
completed and reviewed in a timely manner. This increases the risk of misstatements in 
financial reporting and the possible misappropriation of City assets. 

Recommendation 

We recommend City management review current reconciliation and review policies and 
procedures and staff prioritization to ensure reconciliations are completed and appropriately 
reviewed in the future. 

City Response 

The City Finance Department will establish a comprehensive calendar of reconciliations and 
reviews to accomplish in 2008. We will coordinate with appropriate operating divisions to 
accomplish the reviews of the various subsidiary ledgers to the general ledger and external 
reporting systems to the core financial system. This will include the receivable subsidiary 
ledger, the UTAX system, the Book of Bonded Indebtedness, loans payable and accounts 
payable. At year-end, a grant receivable will be established to recognize any grant draw-downs 
not received by December 31 st

. 
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CITY OF TOLEDO, OHIO
 

Schedule of Findings and Questioned Costs, Continued
 

Section II-Financial Statement Findings, Continued
 

Reference 2007-4 - Accounts Payable Cut-off 
Criteria 

Effective accounts payable cut-off procedures help ensure accurate financial reporting. 

Condition 

During our completion of the search for unrecorded liabilities, we identi'fied seven out sixty-five 
disbursement which were not recorded in the appropriate period and resulted in a significant 
audit adjustment. 

Effect 

The lack of effective cut-off procedures 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 City management review current cut-off procedures and more strongly 
emphasize the importance to departmental staff to minimize the likelihood of these errors in the 
future. 

City Response 

The Accounts Division is currently using a bi-weekly newsletter to inform and remind payroll 
clerks of tasks needed to accomplish the proper processing of payroll. We will use a similar 
approach with divisional accounting personnel to inform and advise them of important policies 
and procedures at year-end and throughout the year. 
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CITY OF TOLEDO, OHIO
 

Schedule of Findings and Questioned Costs, Continued
 

Section II-Financial Statement Findings, Continued
 

Reference 2007-5 - Cash, Investments and Disbursements 

Criteria 

Segregation of duties is a key component of a system of internal controls. 

Condition 

Presently, the Administrative Services Officer has the ability to receive mail, make deposits, 
record deposits and make transfers. This individual also can authorize investment transactions, 
access on-line investment accounts, record investment transactions, and execute electronic 
funds transfer arrangements. The Administrative Services Officer can prepare checks, sign 
checks or authorize a mechanical signature of checks, access mechanical signature plates, and 
mail the checks. 

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 
Administrative Services Officer and minimize the risk associated with this lack of segregation of 
duties. 

City Response 

The City administration will review the current responsibilities and authority of the Administrative 
Services Officer in the Treasurer's office. The duties and responsibilities of most Finance 
Department personnel will be affected by the policies and procedures changes that will occur as 
we implement the new ERP. The responsibilities and authority of the Administrative Services 
Officer in Treasury will be reviewed from a cosUbenefit standpoint and the City will make a "best 
practices" determination of the segregation of duties. 

It should be noted that appropriate procedures for notification of transactions and reconciliations 
of bank account activity are in place and are confirmed by the bank directly to the Division of 
Accounts. Also, the initiation of any non-repetitive wire transfer from a City bank account 
requires dual authorization. The establishment of a pre-arranged repetitive wire transfer 
instruction also requires dual authorization. 
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CITY OF TOLEDO, OHIO
 

Schedule of Findings and Questioned Costs, Continued
 

Section II-Financial Statement Findings, Continued
 

Reference 2007-6 - Tax System 

Criteria 

Segregation of duties is a key component of a system of internal controls 

Condition 

It is noted that the security administrator for the Taxation System (UTAX) also has operator 
access capabilities and access to batches. Detective controls are in place which includes a 
review of logs. However, this situation presents a lack of segregation of duties. 

Effect 

Unauthorized system changes may be implemented without detection. 

Recommendation 

We again recommend that the security administrator authority/access be assigned to a person 
that does not have transaction or file maintenance related access. 

City Response 

Staffing limitations in the Information and Communication Technology (ICT) Division make it 
difficult to have more than one system administrator routinely involved with the UTAX system. 
Responsibility for changing user passwords or unlocking accounts has been delegated to the 
computer operators. An additional ICT individual is scheduled to be hired for the SAP ERP 
project. This would allow the assignment of some of the additional UTAX duties to another 
person. Management staff in the Division of Taxation and Treasury are responsible for the 
regular reconciliation of the UTAX system. The financial exposure presented by this matter is 
low but the City is addressing the issue. 
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CITY OF TOLEDO, OHIO
 

Schedule of Findings and Questioned Costs, Continued
 

Section II-Financial Statement Findings, Continued
 

Reference 2007-7 - Utilities System
 

Criteria
 

Segregation of duties is a key component of a system of internal controls
 

Condition
 

Currently, one person is responsible for security administration, production systems and testing.
 
While this provided some efficiency to the conversion process to the new system, this situation
 
presents a lack of segregation of duties.
 

Effect
 

Unauthorized system changes may be implemented without detection.
 

Recommendation
 

We again recommend that the security administrator authority/access be assigned to a person
 
within the Department of Public Utilities that does not have transaction or file maintenance
 
access.
 

City Response
 

The intent of the City is to correct this issue in 2008 with the implementation of the SAP ERP
 
Project as an additional ICT individual is scheduled to be hired.
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CITY OF TOLEDO, OHIO 

Schedule of Findings and Questioned Costs, Continued 

Section III-Federal Award Findings and Questioned Costs 

Reference 2007-8 - Activities Allowed or Unallowed for the Community Development 
Block Grants 

Grant from U.S. Department of Housing and Urban Development 
Community Development Block Grant (CDBG) 
CFDA 14.218 

Criteria 

Indirect costs may be charged to the CDBG program under a cost allocation plan prepared in 
accordance with OMB Circular A-87. As stated per OMS Circular A-87, all central service cost 
allocation plans are to be prepared and, when required, submitted within six months prior to the 
beginning of each of the governmental unit's fiscal years in which it proposes to claim central 
service costs. 

Condition 

In 2007, the City allocated indirect costs to CDBG funds in the amount of $400,000. The City's 
cost allocation plan has not been updated to reflect current financial data since 2005. 

The existing cost allocation plan may be outdated because of organizational changes, changes 
to the Federal law or regulations, or significant changes in the program levels. These events 
may affect the validity of the approved cost allocation plan. 

Recommendation 

We recommend that the City update the cost allocation plan on an annual basis to be in 
compliance with OMB Circular A-8? 

City Response 

The City of Toledo will update the cost allocation plan to include current costs in the month of 
July. The allowable percentage of costs that can be charged for planning and administration is 
20°1'<> based on the programmatic requirements of CDBG. The annual charge applied to the 
CDSG grant is significantly less than that amount calculated under the existing cost allocation 
plan. The CDBG grant has never been charged the maximum allowable administrative amount. 
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CITY OF TOLEDO, OHIO
 

Schedule of Findings and Questioned Costs, Continued 

Section III-Federal Award Findings and Questioned Costs, Continued 

Reference 2007-9 - Program Income for the Community Development Block Gra.nts 

Grant from U.S. Department of Housing and Urban Development 
Community Development Block Grant 
CFDA 14.218 

Criteria 

It is the responsibility for grantees to have a loan origination and servicing system in effect 
which assures that loans are properly authorized and receivables are properly established. 

Condition 

Three of the six Enterprise Development Loans (EDL) selected for testing that originated in 
2007 with disbursements of funds to the borrower were not properly established as a receivable. 

Effect 

Based on review of the City's records the understatement of the receivable balance related to 
the loans sampled amounted to $140,000. 

Recommendation 

We recommend that management establish procedures and controls to ensure all EDL loans 
have been appropriately recognized as a receivable on the Ross general ledger system. 

City Response 

The City of Toledo will review the procedures established by the operating divisions to record all 
receivables and especially EDL loans. The City will establish additional reconciliation 
procedures to insure that all future obligations owed to the City are recorded in a timely manner. 
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CITY OF TOLEDO, OHIO 

Schedule of Findings and Questioned Costs, Continued 

Section III-Federal Award Findings and Questioned Costs, Continued 

Reference 2007-10 - Special Test and Provisions for the Community Development Block 
Grants 

Grant from U.S. Department of Housing and Urban Development 
Community Development Block Grant 
CFDA 14.218 

Criteria 

If the environmental impact of a project or activity is determined exempt the recipient may 
undertake the activity immediately after the responsible entity has documented its 
determination. 

Condition 

From a sample of 33 transactions selected for testing, we identified one sub-recipient that 
received $35,697 of CDBG funds during 2007 for which written determination, documented on 
the City's Historical/Environmental Review Form, was not obtained. 

Funding could be provided to a project or activity that would be ineligible based on 
environmental concerns. 

Recommendation 

We recommend that management review the procedures and controls in place to ensure, when 
necessary, a written environmental determination is completed on the project or activity 
undertaken. 

City Response 

The Department of Neighborhoods has implemented a procedure to verify that a historical 
environmental review has been completed and approved before CDBG funding sources are 
disbursed. The missing form of one sub-recipient represents less than 3% of the funding 
packages processed. 
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CITY OF TOLEDO, OHIO 

Schedule of Findings and Questioned Costs, Continued 

Section III-Federal Award Findings and Questioned Costs, Continued 

Reference 2007-11 - Reporting for Surveys, Studies, Investigations, and Special 
Purpose Grants 

Grant from U.S. Environmental Protection Agency 
Surveys, Studies, Investigations, and Special Purpose Grants 
CFDA 66.606 

Criteria 

The Environmental Protection Agency (EPA) requires quarterly Minority Business 
EnterpriselWomen's Business Enterprise utilization reports to be submitted within 30 days of 
quarter end and semi-annual technical performance reports to be submitted within 30 days of 
each six-month period. 

Condition 

The City could not provide records supporting submission of the required reports as stated per 
the grant agreement. For the 3rd and 4th quarters, MBEIWBE reports were not filed with the 
EPA. The semi-annual technical report for the period covering May through November 2007 
was not filed with the EPA. 

Effect 

Noncompliance with this requirement could affect authorization of future awards. 

Recommendation 

We recommend the City ensure these reports are submitted within the required time restrictions. 

City Response 

The City recognizes that the referenced MBEIWBE reports were not submitted on time. Staffing 
reassignments left the program manager position vacant for several months but the position is 
now filled. All reports will be submitted to EPA by June 30, 2008. 
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CITY OF TOLEDO, OHIO 

Schedule of Findings and Questioned Costs, Continued 

Section III-Federal Award Findings and Questioned Costs, Continued 

Reference 2007-12 - Reporting for Surveys, Studies, Investigations, and Special 
Purpose Grants 

Grant from U.S. Environmental Protection Agency 
Surveys, Studies, Investigations, and Special Purpose Grants 
CFDA 66.606 

Criteria 

Circular A-133 requires the auditee to prepare an accurate schedule of expenditures of federal 
awards for the period covered by the auditee's financial statements. 

Condition 

The city maintains subprogram accounts for both federal and nonfederal projects. The amounts 
included on the schedule of expenditures of federal awards are determined based on balance in 
the subprogram accounts. For the year ended December 31, 2007, federal expenditures for 
subprogram GR9714 were understated by $181,304. This is attributed to federal expenditures 
not being coded to the correct subprogram account. 

Effect 

Since the general ledger is used to prepare the schedule of expenditures of federal awards, the 
original schedule of expenditures of federal awards did not accurately reflect current year 
expenditures. 

Recommendation 

We recommend the individual responsible for monitoring the grant periodically reconcile 
expenditures and reimbursements to the general ledger to ensure proper reporting. All grants 
should be reconciled to the general ledger at year end to ensure the accuracy of the schedule of 
expenditures of federal awards. 

City Response 

The City acknowledges that the reconciliation of expenditures and reimbursements were not 
completed by December 31, 2007. The City Public Service Department will reconcile recorded 
expenditures with draw-down requests as each one are submitted to eliminate any 
reoccurrence. The $181,304 misposting represents a small portion of the $9,887,535 spent in 
2007 on a project using multiple funding sources. 
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CITY OF TOLEDO, OHIO
 

SUMMARY OF PRIOR YEAR FINDINGS
 

Year Ended December 31, 2007
 

Reference 2006-1 and 2006-6 - Enterprise Development Loans 

Community Development Block Grant, Subrecipient Monitoring 
CFDA 14.218 

Enterprise Development Loans (EDL) outstanding balance should be reconciled to the balance 
per the general ledger to ensure completeness and accuracy. Based on our auditing 
procedures, the EDL outstanding balances were not currently reconciled to the outstanding 
balance per the general ledger. In addition the City does not have an adequate monitoring tool 
to ensure that the various borrowers are complying with the stated commitments as agreed 
upon with the Commitment Letter (Le. submission of financial statements). Limited emphasis is 
placed on the information received for monitoring and financial review purposes. 

Status 

EDL outstanding balance has not been reconciled to the balance per the general ledger. See 
finding 2007-3. 

The Department of Development has created an Excel worksheet to assist in collecting the 
various reports as outlined in the Commitment Letter submitted to the borrower. It is the 
intention that this worksheet will be updated on quarterly basis to ensure the necessary 
information has been obtained for monitoring and financial review purposes. 

Reference 2006-2 - Retainage Payable 

The open retainage payable balance on individual contracts should be reconciled to the accrued 
balance per the general ledger. 

Status 

The finding has been corrected. 

Reference 2006-3 - Utilities System 

Segregation of duties is a key component of a system of internal controls. Currently, one person 
is responsible for security administration, production systems, and testing. While this provided 
some efficiency to the conversion process to the new system, this situation presents a lack of 
segregation of duties. 

Status 

The finding has not been corrected. See Finding 2007-7. 
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CITY OF TOLEDO, OHIO
 

SUMMARY OF PRIOR YEAR FINDINGS (CONTINUED)
 

Year Ended December 31, 2007
 

Reference 2006-4 - Tax System 

Segregation of duties is a key component of a system of internal 'controls. We noted that the 
security administrator for the Taxation System (UTAX) also has operator access capabilities and 
access to batches. Detective controls are in place which includes a review of logs. However, 
this situation presents a lack of segregation of duties. 

Status 

The finding has not been corrected. See finding 2007-6. 

Reference 2006-5 - Progra.m Income 

Community Development Block Grant 
CFDA 14.218 

It is the responsibility for grantees to have a loan origination and servicing system in effect 
which assures that loans are properly authorized and receivables are properly established. 
Nine of the ten EDLs that originated in 2006 with disbursements of funds to the borrower were 
not properly established as a receivable. 

Status 

Based on review of the general ledger system, out of the nine EDLs identified during the 2006 
audit, only one has been recorded as a receivable in the general ledger system. This finding 
has not been corrected. We identified similar exceptions during 2007 testing. See finding 
2007-9. 
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