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INDEPENDENT AUDITORS' REPORT ON COMPLIANCE AND ON INTERNAL CONTROL
OVER FINANCIAL REPORTING BASED UPON THE AUDIT PERFORMED IN
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

The Honorable Hugh J. Dorrian

City Auditor

City of Columbus, Ohio

and The Honorable Betty Montgomery
Auditor of State of Ohio

We have audited the financial statements of the City of Columbus, Ohio (the “City”) as of and for the
year ended December 31, 2003, and have issued our report thereon dated April 16, 2004. 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.

Compliance

As part of obtaining reasonable assurance about whether the City’sfinancial statements are free of
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts, and grants, 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 that are required to be reported under
Government Auditing Standards. However, we noted certain immaterial instances of noncompliance that
we have reported to the management and the City in a separate |etter dated April 16, 2004.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the City’ sinternal control over financial reporting in
order to determine our auditing procedures for the purpose of expressing our opinion on the financial
statements and not to provide assurance on the internal control over financial reporting. Our consideration
of the internal control over financial reporting would not necessarily disclose al mattersin the interna
control over financial reporting that might be material weaknesses. A material weakness is a condition in
which the design or operation of one or more of the internal control components does not reduce to a
relatively low level the risk that misstatements in amounts that would be material in relation to the
financial statements being audited may occur and not be detected within atimely period by employeesin
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the normal course of performing their assigned functions. We noted no matters involving the internal
control over financia reporting and its operation that we consider to be material weaknesses. However,
we noted certain matters involving the internal control over financial reporting, which we have presented
to management and the City in a separate letter dated April 16, 2004.

Thisreport is intended solely for the information and use of the City’ s management, the Auditor of State
of Ohio, federal, state and pass-through awarding agencies, and is not intended to be and should not be
used by anyone other than these specified parties.

’-p.e/éf‘#i ¢ %W L

April 16, 2004
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INDEPENDENT AUDITORS' REPORT ON COMPLIANCE WITH REQUIREMENTS
APPLICABLE TO EACH MAJOR PROGRAM AND INTERNAL CONTROL
OVER COMPLIANCE AND ON THE SCHEDULE OF RECEIPTS AND EXPENDITURES
OF FEDERAL, STATE AND COUNTY AWARDS

The Honorable Hugh J. Dorrian

City Auditor

City of Columbus, Ohio

and The Honorable Betty Montgomery
Auditor of State of Ohio

Compliance

We have audited the compliance of the City of Columbus, Ohio (the “City”) with the types of compliance
requirements described in the U.S Office of Management and Budget (“OMB”) Circular A-133
Compliance Supplement that are applicable to each of its major federal programs for the year ended
December 31, 2003. The City’s mgjor federal programs are identified in the summary of auditors' 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 programsis
the responsibility of the City’s management. Our responsibility isto 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 OMB Circular A-133, Audits of
Sates, Local Governments, and Non-Profit Organizations. Those standards and OMB Circular A-133
require that we plan and perform the audit to obtain reasonabl e assurance about whether noncompliance
with the types of compliance requirements referred to above that could have a direct and material effect
on amajor federal program occurred. An audit includes examining, on atest 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 alegal 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
applicableto its major federal programs for the year ended December 31, 2003. However, the result of
our auditing procedures disclosed instances of nhoncompliance with those requirements that are required to
be reported in accordance with OMB Circular A-133 and which are described in the accompanying
schedule of findings and questioned costs as item 03-01, 03-02, 03-03, 03-04, 03-05, 03-06, 03-07, 03-08,
03-09, and 03-10.
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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
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 and to test and report on
internal control over compliance in accordance with OMB Circular A-133.

Our consideration of the internal control over compliance would not necessarily disclose al mattersin the
internal control that might be material weaknesses. A material weakness is a condition in which the
design or operation of one or more of the internal control components does not reduce to arelatively low
level the risk that noncompliance with applicable requirements of laws, regulations, contracts and grants
that would be material in relation to amajor federal program being audited may occur and not be detected
within atimely period by employees in the normal course of performing their assigned functions. We
noted no matters involving the internal control over compliance and its operation that we consider to be
material weaknesses.

Schedule of Expenditures of Federal Awards

We have audited the basic financia statements of the City as of and for the year ended December 31,
2003, and have issued our report thereon dated April 16, 2004. Our audit was performed for the purpose
of forming an opinion on the financial statements taken as awhole. The accompanying schedul e of
expenditures of federal awards is presented for purposes of additional analysis as required by OMB
Circular A-133 and is not arequired part of the basic financial statements. This schedule is the
responsibility of the management of the City of Columbus, Ohio. Such information has been subjected to
the auditing procedures applied in the audit of the financial statements and, in our opinion, isfairly stated,
in all material respects, in relation to the financia statements taken as awhole.

This report isintended solely for the information of the City’s management, the Ohio Auditor of State,
federal, state and pass-through awarding agencies and is not intended to be and should not be used by
anyone other than these specified parties.

f-pg,éf'#x y %myfﬂ L

April 16, 2004
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CITY OF COLUMBUS, OHIO

Notes to Schedule of Receipts and Expenditures
of Federal, State, and County Awards
December 31, 2003

Note A-General

The accompanying Schedule of Receipts and Expenditures of Federal, State, and County
Awards (the Schedule) presents the activity of all federal, state and county award programs
of the City of Columbus, Ohio (the City). The City’s reporting entity is defined in Note A to
the City’s basic financial statements. All federal awards received directly from federal
agencies as well as federal awards passed through other government agencies are included
on the Schedule.

Note B-Basis of Accounting

The accompanying Schedule is presented using the cash basis of accounting in which
revenues are recognized when received and expenditures are recognized when paid.

Note C-Relationship to Basic Finarncial Statements

Grant revenues are reported in the City’s special revenue and capital projects funds. See the
Schedule for the reconciliation between the fund financial statements prepared in accordance
with generally accepted accounting principles (GAAP) and the Schedule prepared on the cash
basis of accounting.

Note D-Schedule References

1. Grant No. represents the City’'s Performance Accounting System classification structure

and is used for internal purposes only.

Grant number for pass-through grants is the State of Ohio’s grant number.

3. Grant award amounts represent grantor’s share only.

4. The P.A.S.S.P.O.R.T. program is funded by both federal and state Medicaid. The amount
presented is the federal portion only.

N

Note E-Loans Outstanding

The City administers loan programs with funding received from the Department of Housing
and Urban Development. Following are the loan balances outstanding for these programs as
of December 31, 2003:

Federal
CFDA Amount
Program Title Number Outstanding

Community Development Block Grant 14.218 $38,884,511
HOME Investment Partnership 14.239 34,918,252
Housing Development Grant Program 14.174 1,121,732
Homeownership Opportunities For 14.185 104,700
People Everywhere

Rental Rehabilitation 14.230 3,278,674
Section 108 14.246 822,708
Urban Development Action Grant 14.221 2,530,509
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Note F - Subrecipients

CITY OF COLUMBUS, OHIO

Notes to Schedule to Receipts and Expenditures
of Federal, State, and County Awards
December 31, 2003

Of the federal expenditures presented in the schedule, the City provided federal awards

to subrecipients as follows:

Children's Hospital, Inc.
Children's Research Institute

Lifecare Alliance

Catholic Social Services, Inc.

Center For New Directions

Central Community House Of Columbus Inc
Columbus Compact, Inc.

Columbus Housing Partnership

Columbus Literacy Council

Columbus Urban Growth Corp.

Columbus Urban League

Community Shelter Board

First Night Columbus, Inc.

Southside Community Action Network Association

Community Shelter Board

Columbus Aids Task Force
Licking County Coalition For Housing

Columbus Compact, Inc.
Columbus/Franklin County Affordable Trust Authority
Columbus Urban Growth Corp

Catholic Social Services, Inc.

Alzheimer's Association

American Red Cross Of Greater Columbus
American Red Cross-Central Ohio Region
Catholic Social Services, Inc.

Columbus Neighborhood Health Center
Community Action Agency Of Fayette County
Elder Choices Of Central Ohio

Hospice & Health Services Of Fairfield County
L.E.A.D.S. Community Action Agency

Legal Aid Society Of Columbus

Lifecare Alliance

Meals On Wheels-Older Adult Alternatives
Pickaway County Commission On Aging
Salvation Army

Federal Amount
CFDA Provided to
Number Subrecipients
10.557 $ 193,705
10.557 73,436
Total CFDA 10.557 267,141
10.572 132,153
14.218 24,661
14.218 30,067
14.218 142,692
14.218 154,063
14.218 192,470
14.218 80,343
14.218 290,101
14.218 159,915
14.218 450,481
14.218 5,000
14.218 29,990
Total CFDA 14.218 1,559,783
14.231 246,394
14.241 309,416
14.241 74,216
Total CFDA 14.241 383,632
14.244 5,556,645
14.246 429,054
66.811 62,767
93.041 15,681
93.044 13,890
93.044 76,381
93.044 5,050
93.044 275,922
93.044 23,857
93.044 29,407
93.044 132,368
93.044 46,454
93.044 3,905
93.044 55,558
93.044 423,946
93.044 30,052
93.044 33,425
93.044 6,395
Total CFDA 93.044 1,156,610
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CITY OF COLUMBUS, OHIO

Notes to Schedule to Receipts and Expenditures
of Federal, State, and County Awards

December 31, 2003

Council For Older Adults

Lifecare Alliance

Meals On Wheels-Older Adult Alternatives
Pickaway County Commission On Aging

Council For Older Adults
Meals On Wheels-Older Adult Alternatives

Community Action Agency Of Fayette County
Council For Older Adults

Meals On Wheels-Older Adult Alternatives
Pickaway County Commission On Aging

Catholic Social Services, Inc.

Council For Older Adults

Elder Choices Of Central Ohio

Meals On Wheels-Older Adult Alternatives
Pickaway County Commission On Aging

Columbus Compact, Inc.
Ohio Aids Coalition

Neighborhood House, Inc.

Children's Hospital, Inc.
Children's Research Institute
Columbus Aids Task Force
Columbus Urban League
Ohio Aids Coalition

Ohio State University

The Tobias Project, Inc.

CMACAO

Southside Community Action Network Association
Stonewall Columbus

The Tobias Project, Inc.

Children's Hospital, Inc.
Ohio State University

Federal Amount
CFDA Provided to
Number Subrecipients
93.045 152,014
93.045 1,275,455
93.045 205,609
93.045 117,133
Total CFDA 93.045 1,750,211
93.048 16,129
93.048 16,215
Total CFDA 93.048 32,344
93.052 38,115
93.052 38,626
93.052 56,786
93.052 53,226
Total CFDA 93.052 186,753
93.568 3,800
93.568 2,400
93.568 1,900
93.568 1,900
93.568 2,400
Total CFDA 93.568 12,400
93.667 56,615
93.917 12,232
93.926 268,259
93.940 28,807
93.940 13,218
93.940 142,745
93.940 8,618
93.940 5,469
93.940 18,285
93.940 63,082
Total CFDA 93.940 280,224
93.977 3,335
93.977 5,000
93.977 61,291
93.977 3,333
Total CFDA 93.977 72,959
93.994 579,766
93.994 99,893
Total CFDA 93.994 679,659

251



CITY OF COLUMBUS, OHIO

Notes to Schedule to Receipts and Expenditures
of Federal, State, and County Awards

December 31, 2003

Alzheimer's Association

Catholic Social Services, Inc.

Columbus Compact, Inc.

Community Action Agency Of Fayette County
Council For Older Adults

Elder Choices Of Central Ohio

Hospice & Health Services Of Fairfield County
L.E.A.D.S. Community Action Agency
Lifecare Alliance

Meals On Wheels-Older Adult Alternatives
Pickaway County Commission On Aging
Salvation Army

Franklin County

Federal Amount
CFDA Provided to

Number Subrecipients
97.999 133,328
97.999 190,453
97.999 200,000
97.999 9,013
97.999 14,378
97.999 38,737
97.999 9,295
97.999 15,121
97.999 368,676
97.999 78,228
97.999 57,855
97.999 11,400
97.999 24,000
Total CFDA 97.999 1,150,484
Total federal awards provided to subrecipients 14,312,000
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CITY OF COLUMBUS

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
YEAR ENDED DECEMBER 31, 2003

PART I—SUMMARY OF AUDITORS’ RESULTS

1.

2.

3.

The independent auditors’ report on the financial statements expressed an unqualified opinion.
No reportable conditionsin internal control over financial reporting were identified.

No instance of noncompliance considered material to the financial statements was disclosed by the
audit.

No reportable conditions in internal control over compliance with requirements applicable to major
federal awards programs were identified.

The independent auditors’ report on compliance with requirements applicable to major federal award
programs expressed an ungualified opinion.

The audit disclosed findings which are required to be reported by OMB Circular A-133.

The organization’s major programs were: Community Development Block Grant (CFDA# 14.218),
Highway Planning and Construction Program (CFDA# 20.205), US EPA/OWDA Water Pollution
Control Loan (CFDA%# 66.458).

Doallar threshold used to distinguish between Type A and Type B programs. $2,167,132.

The Auditee did qualify as alow-risk auditee as that term is defined in OMB Circular A-133.

PART II—FINANCIAL STATEMENT FINDINGS SECTION

No matters are reportable.

PART lll—FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

#03-01 Allowable Costs
Grantor: U.S. Department of Transportation — Highway Planning and Construction, CFDA 20.205
Project Number: #540002 —“Freeway Management System” and #548077 — “Paving the Way”

Criteria:

The A-133 OMB Compliance Supplement Part 3 Compliance Requirement, Allowable Cost
Requirements states: “(1) Cost must be given consistent treatment through application of those
generally accepted accounting principles appropriate to the circumstances. A cost may not be
assigned to a Federal award asadirect cost if any other cost incurred for the same purpose in like
circumstances was allocated to the Federal award as an indirect cost and (2) Costs must conform to
any limitations or exclusions set forth in the circulars, Federal laws, State or local laws, sponsored
agreements or other governing regulations as to types or amounts of cost items.”
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Finding:

The City of Columbus submitted invoices to the Ohio Department of Transportation at a different
overhead rate than the overhead rate established by the Ohio Department of Transportation of 82.6%.
We noted in 17 of 19 transactions tested that the City requested reimbursement for overhead at arate
different than 82.6%, which resulted in an over-reimbursement to the City of Columbus of $4,019,
offset by $4,287 of costs not reimbursed by the Ohio Department of Transportation, for a net amount
of $268.

Effect:
Inconsistency in overhead rates utilized in the calculation of eligible reimbursable costs could result
in the reimbursement of unallowed costs.

Questioned Cost:
This resulted in an over-reimbursement to the City of Columbus of $4,019, offset by $4,287 of costs
not reimbursed by the Ohio Department of Transportation, for a net amount of $268.

Recommendation:

We recommend that the City (1) implement a process of reviewing the invoice beforeit isbilled to
the State for reimbursement to ensure that programs are charged at the correct rate and (2) ingtitute
policies and procedures that establish responsibility and provide for periodic monitoring, verification,
and reporting of program progress and accomplishments. Thiswill ensure that
management/supervisors are involved in the process and are knowledgeable of issues that may arise
within the project.

#03-02 Allowable Costs

Grantor: U.S. Department of Transportation — Highway Planning and Construction Program,
CFDA 20.205

Project Number: #540002 —“Freeway Management System” and #548077 — “ Paving the Way”

Criteria:

The A-133 OMB Compliance Supplement Part 3, Compliance Requirement, Allowable Cost
Requirements, “(1) Cost must be given consistent treatment through application of those generally
accepted accounting principles appropriate to the circumstances. A cost may not be assigned to a
Federal award as adirect cost if any other cost incurred for the same purpose in like circumstances
was allocated to the Federal award as an indirect cost and (2) Costs must conform to any limitations
or exclusions set forth in the circulars, Federa laws, State or local laws, sponsored agreements or
other governing regulations as to types or amounts of cost items.” Additionally, Part 6 Internal
Control — Activities Allowed or Unallowed and Allowable Costs/Cost Principles states, “ management
should review supporting documentation or allowable cost information.”

Finding:

Project expenditures including vacation and sick days and overtime were not properly approved by a
project supervisor in accordance with the Department of Transportation’s policy. We noted 5
incidents out of 19 transactions tested in which vacation and sick or overtime hours were paid without
proper signature of supervisor.

Effect:
Unallowed expenditures might be charged to Highway Planning and Construction Planning Program.
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Questioned Cost:
N/A.

Recommendation:

We recommend that the City (1) implement a process of reviewing and approving sick and vacation
days paid, as well as, overtime approval sheets and compare this data to the Department of
Transportation payroll system to ensure hours to be paid were properly approved by a supervisor and,
(2) ingtitute policies and procedures that establish responsibility and provide for periodic monitoring,
verification, and report of program progress and accomplishments. Thiswill ensure that
management/supervisors are involved in the process and are knowledgeable of any issues that may
arise within the project.

#03-03 Allowable Costs

Grantor: U.S. Department of Transportation — Highway Planning and Construction Program,
CFDA 20.205

Project Number: #561119 - “1-670, I-71, I-270 Project”

Criteria:

The A-133 OMB Compliance Supplement Part 3 Compliance Requirement, A133 Compliance
Supplement, 3-B-1 states, “ The general criteria affecting the allowability of the costs under Federal
Awards are: Costs must be reasonable and necessary for the performance and administration of the
Federal Awards,; Costs must be allocable to the Federal awards under the provisions of the cost
principles per GASB standards, as applicable. A cost is alocable to a particular cost objective[...]if
the goods or services involved are charged or assigned to such cost objectives in accordance with
relative benefits received.”

Finding:

Included in the schedule of federal awards was $4,056 in expenditures relating to project 561119, the
“1-670, 1-71, 1-270 Project,” for which the Department of Transportation could not provide supporting
contractual information.

Effect:
Unallowed expenditures might be charged to Highway Planning and Construction Program.

Questioned Cost:

The 2003 expenditures under project 561119 —“1-670, 1-71, 1-270 Project” were $4,056. We were
unable to obtain appropriate supporting contractual information to determine allowability of these
expenditures. Consequently, the total amount of $4,056 is considered to be a questioned cost.

Recommendation:

We recommend that the City maintain the agreements for all federally funded project and institute
policies and procedures to establish responsibility and provide for periodic monitoring, verification,
and report of program progress and accomplishments. This will ensure that management/supervisors
are involved in the process and are knowledgeable of any issues that may arise within the project.

#03-04 Allowable Costs—Control

Grantor: U.S. Department of Transportation — Highway Planning and Construction Program,
CFDA 20.205

255



Project Number: Various

Criteria

The A-102 Common Rule and OMB Circular A-110 require that “ entities that receive Federal
Awards establish and maintain internal controls designed to reasonably ensure compliance with
Federal laws, regulations, and program compliance requirements.”

Finding:
Based on discussions with the City Transportation Department personnel they are not fully aware of
the requirements of the A-133 Compliance Supplement.

Effect:

The Department of Transportation did not have policies and procedures in place that include
supervisory reviews of tasks and management did not have full knowledge of requirements of the
A-133 Compliance Supplement. Consequently the possibility of unallowed costs being processed for
reimbursement or non-compliance with grant requirements occurring and not being detected exists.

Questioned Cost:
N/A

Recommendation:

We recommend the City implement policies and procedures that establish responsibility and provide
for periodic monitoring, verification, and report of program progress and accomplishments. This will
ensure that management/supervisors are involved in the process and are knowledgeable of any issues
that may arise within the project.

#03-05 Cash M anagement

Grantor: U.S. Department of Transportation — Highway Planning and Construction Program,
CFDA 20.205

Sponsor Identification Number: Various
Project Number: #561034 —*“Spring Sandusky A-1 Bikeway” Project

Criteria:

The A-133 OMB Compliance Supplement Part 3, Compliance Requirement, A133 Compliance
Supplement — Cash Management, “When entities are funded on a reimbursement basis, program costs
must be paid for by entity funds before reimbursement is requested from the Federal Government.
Pass-through entities must establish reasonable procedures to ensure receipt of reports on
subrecipients’ cash balances and cash disbursements in sufficient time to enable the pass-through
entities to submit complete and accurate cash transactions reports to the Federal awarding agency or
pass-through entity. Pass-through entities must monitor cash drawdowns by their subrecipients to
assure that subrecipients conform substantially to the same standards of timing and amount as apply
to the pass-through entity.”

Finding:

We noted one incident out of one selection in the amount of $300 that the City didn’t request for
reimbursement. Upon further inquiry we noted, the total expenditures of $7,650 in the current year
were not requested for reimbursement.
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Effect:
The time elapsing between the disbursement of funds by the City and the corresponding transfer of
funds from the State for reimbursement increases, resulting in poor cash management.

Questioned Cost:
N/A

Recommendation:

We recommend the City implement policies and procedures that establish responsibility and provide
for periodic monitoring, verification, and report of program progress and accomplishments. This will
ensure that management/supervisors are involved in the process and are knowledgeable of any issues
that may arise within the project.

#03-06 Cash M anagement

Grantor: U.S. Department of Transportation — Highway Planning and Construction Program,
CFDA 20.205

Project Number: #561001 —“Hard Road B”

Criteria:

The A-133 OMB Compliance Supplement Part 3 Compliance Requirement, A133 Compliance
Supplement — Cash Management, “When entities are funded on a reimbursement basis, program costs
must be paid for by entity funds before reimbursement is requested from the Federal Government.
Pass-through entities must establish reasonable procedures to ensure receipt of reports on
subrecipients’ cash balances and cash disbursements in sufficient time to enable the pass-through
entities to submit complete and accurate cash transactions reports to the Federal awarding agency or
pass-through entity. Pass-through entities must monitor cash drawdowns by their subrecipients to
assure that subrecipients conform substantially to the same standards of timing and amount as apply
to the pass-through entity.”

Finding:

We noted in three of four transactions the City did not submit a request for reimbursement from the
Ohio Department of Transportation within areasonable period of time. Expenditures incurred in
April, June and August 2003 have not been submitted for reimbursement as of December 31, 2003.

Effect:
The time elapsing between the disbursement of funds by the City and the corresponding transfer of
funds from the State for reimbursement increases, resulting in poor cash management.

Questioned Cost:
N/A

Recommendation:

We recommend the City implement policies and procedures that establish responsibility and provide
for periodic monitoring, verification, and reporting of program progress and accomplishments. This
will ensure that management/supervisors are involved in the process and are knowledgeabl e of any
issues that may arise within the project.
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#03-07 Cash M anagement

Grantor: U.S. Department of Transportation — Highway Planning and Construction Program,
CFDA 20.205

Project Number: #548077 —“Paving the Way”

Criteria:

The A-133 OMB Compliance Supplement Part 3, Compliance Requirement, A133 Compliance
Supplement — Cash Management, “When entities are funded on a reimbursement basis, program costs
must be paid for by entity funds before reimbursement is requested from the Federal Government.
Pass-through entities must establish reasonable procedures to ensure receipt of reports on
subrecipients’ cash balances and cash disbursements in sufficient time to enable the pass-through
entities to submit complete and accurate cash transactions reports to the Federal awarding agency or
pass-through entity. Pass-through entities must monitor cash drawdowns by their subrecipients to
assure that subrecipients conform substantially to the same standards of timing and amount as apply
to the pass-through entity.” Additionally, OMB Circular A-133, Subpart C, §  .310 (b) (3) states
“the auditee shall also prepare a schedule of expenditures of federal awards for the period covered by
the auditee' sfinancial statements. At a minimum, the schedule shall...provide total Federal awards
expended for each individual Federal program and the CFDA number or other identifying number
when the CFDA information is not available.”

Finding:

In 7 of 25 transactions tested, we noted the City had submitted for reimbursements on vehicle usage,
telephone, office supplies, etc., however, these expenditures were not coded in the general ledger as
grant funds but were instead coded as operating funds. Total expenditures on 7 incidents were $3,397.

Effect:
The total Federal expendituresincluded in the schedule of federal awards are understated.

Questioned Cost:
N/A

Recommendation:

We recommend that the City implement policies and procedures that establish responsibility and
provide for periodic monitoring, verification, and report of program progress and accomplishments.
Thiswill ensure that management/supervisors are involved in the process and are knowledgeabl e of
any issues that may arise within the project.

#03-08 Reporting

Grantor: U.S. Department of Transportation — Highway Planning and Construction Program,
CFDA 20.205
Project Number: #561001 —“Hard Road B” and #530152 —*|-71/Morse Road”

Criteria:

OMB Circular A-133, Subpart C, 8 .310 (b) (3) states “the auditee shall also prepare a schedule of
expenditures of federal awards for the period covered by the auditee' s financial statements. At a
minimum, the schedule shall...provide total Federal awards expended for each individual Federal
program and the CFDA number or other identifying number when the CFDA information is not
available.”
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Finding:

We noted expenditures in two projects funded by Federa grants were coded under either an incorrect
grant number or coded to a non-grant fund. $2,378,437 in expenditures for Hard Road B project was
included in an incorrect grant number and $676,130 in expenditures was included in a non-grant fund.
The City made coding corrections at year-end.

Effect:
This could cause an understatement of expenditures in the schedule of federal awards.

Questioned Cost:
N/A

Recommendation:

We recommend that the City implement policies and procedures that establish responsibility and
provide for periodic monitoring, verification, and report of program progress and accomplishments.
Thiswill ensure that management/supervisors are involved in the process and are knowledgeable of
any issues that may arise within the project.

#03-09 Preparation of the Schedule of Federal Awards

Grantor: U.S. Department of Transportation — Highway Planning and Construction Program,
CFDA 20.205

Project Number: #561101 —“Hard Road C”

Criteria:

OMB Circular A-133, Subpart C, §  .310 (b) (3) states “the auditee shall aso prepare a schedule of
expenditures of federal awards for the period covered by the auditee' s financial statements. At a
minimum, the schedule shall...provide total Federal awards expended for each individual Federal
program and the CFDA number or other identifying number when the CFDA information is not
available.”

Finding:
We noted for the fiscal years ended December 31, 1998 through 2001 expenditures under this project

were not coded in the general ledger as grant funds and therefore were not reflected in the schedul e of
federal awards.

Effect:
This caused an understatement of expenditures for this program in the schedule of federal awards for
the years ending December 31, 1998 through 2001 as follows:

$501,755
$532,684
$3,065

$577,324
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Questioned Cost:
N/A

Recommendation:

We recommend that the City implement policies and procedures that establish responsibility and
provide for periodic monitoring, verification, and report of program coding and reporting. Thiswill
ensure that all expenditures are properly captured.

#03-10 Allowable Costs/Cost Principles
Grantor: US Department of Housing and Urban Development, CFDA 14.218
Project Number: N/A

Criteria:

According to the A-133 OMB Compliance Supplement Part 3, Allowable Cost Requirements, “the
general criteria affecting allowability of costs under Federal awards are: Costs must be reasonable and
necessary for the performance and administration of Federal awards. Costs must be alocable to the
Federal awards under the provisions of the cost principles or GASB Standards, as applicable. A cost
isalocable to a particular cost objective (e.g., a specific function, program, project, department, or
thelike) if the goods or services involved are charged or assigned to such cost objective in accordance
with relative benefits received.”

Finding:

The City has drawn down Federal funds related to the CDBG grant for reimbursement of a cost that is
not related to a Federal program. The cost was for snacks relating to a City summer program that was
not a program eligible for Federal cost reimbursement.

Effect:
Unallowable expense is being charged to the CDBG program.

Questioned Cost:
There was a charge for $30.57 that was not related to the CDBG program.

Recommendation:

We recommend that the Recreation and Parks Division implement stricter controls over the review
and authorization of expenses paid with Federal funds. Each expenditure should be authorized by a
single project manager who is held accountable for determining what is an alowable cost under the
applicable Federa program.

PART IV—SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS

No matters are reportable.
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