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614 W Superior Ave Ste 1242 

Cleveland OH  44113-1306 
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Certified Public Accountants      Fax - (216) 436-2411 

 
REPORT OF INDEPENDENT AUDITORS 

 
 

Marion City School District 
Marion County 
420 Presidential Drive, Suite B 
Marion, Ohio 43302 
 
To the Board of Education: 
 
Report on the Financial Statements 
 
We have audited the accompanying modified cash basis financial statements of the governmental activities, the 
discretely presented component units, each major fund, and the aggregate remaining fund information of the Marion 
City School District, Marion County, Ohio (the District), as of and for the year ended June 30, 2017, and the related 
notes to the financial statements, which collectively comprise District’s basic financial statements as listed in the table 
of contents.   
 
Management's Responsibility for the Financial Statements 
 
Management is responsible for the preparation and fair presentation of these financial statements in accordance with 
the modified cash basis of accounting described in Note 1; this includes determining that the modified cash basis of 
accounting is an acceptable basis for the presentation of the financial statements in the circumstances. Management is 
also responsible for the design, implementation and maintenance of internal control relevant to the preparation and 
fair presentation of financial statements that are free from material misstatement, whether due to fraud or error. 
 
Auditor's Responsibility 
 
Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our audit 
in accordance with auditing standards generally accepted in the United States of America and the financial audit 
standards in the Comptroller General of the United States’ Government Auditing Standards.  Those standards require 
that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free from 
material misstatement.  
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial 
statements.  The procedures selected depend on the auditor’s judgment, including the assessment of the risks of 
material misstatement of the financial statements, whether due to fraud or error.  In making those risk assessments, 
the auditor considers internal control relevant to the District’s preparation and fair presentation of the financial 
statements in order to design audit procedures that are appropriate in the circumstances, but not for the purpose of 
expressing an opinion on the effectiveness of the District’s internal control. Accordingly, we express no such opinion.  
An audit also includes evaluating the appropriateness of accounting policies used and the reasonableness of significant 
accounting estimates made by management, as well as evaluating the overall presentation of the financial statements. 
 
We believe the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.  
 
Opinion  
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the respective modified 
cash basis financial position of the governmental activities, the discretely presented component units, each major fund, 
and the aggregate remaining fund information of the Marion City School District, Marion County, Ohio, as of June 
30, 2017, and the respective changes in modified cash basis financial position and the budgetary comparison for the 
General Fund thereof for the year then ended in accordance with the modified cash basis of accounting described in 
Note 1. 
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Basis of Accounting  
 
Ohio Administrative Code § 117-2-03(B) requires the District to prepare its annual financial report in accordance 
with accounting principles generally accepted in the United States of America. We draw attention to Note 1 of the 
financial statements, which describes the basis applied to these statements.  The financial statements are prepared on 
the modified cash basis of accounting, which is a basis of accounting other than accounting principles generally 
accepted in the United States of America.  Our opinion is not modified with respect to this matter.   
 
Other Matters  

 
Supplemental Information 
 
Our audit was conducted for the purpose of forming an opinion on the financial statements that collectively 
comprise the Marion City School District, Marion County, Ohio’s basic financial statements. 
 
The Schedule of Expenditures of Federal Awards is presented for the purpose of additional analysis as required by 
Title 2 U.S. Code of Federal Regulations (CFR) Part 200, Uniform Administrative Requirements, Cost Principles, 
and Audit Requirements for Federal Awards, and is not a required part of the financial statements. 
 
The Schedule is management’s responsibility, and derives from and relates directly to the underlying accounting and 
other records used to prepare the basic financial statements.  We subjected this information to the auditing 
procedures we applied to the basic financial statements.  We also applied certain additional procedures, including 
comparing and reconciling this information directly to the underlying accounting and other records used to prepare 
the basic financial statements or to the basic financial statements themselves in accordance with auditing standards 
generally accepted in the United States of America.  In our opinion, this information is fairly stated in all material 
respects in relation to the basic financial statements taken as a whole. 
 
Other Information 
 
Accounting principles generally accepted in the United States of America require that management’s discussion and 
analysis and schedules of net pension liabilities and pension contributions listed in the table of contents, which are 
the responsibility of management, are presented for the purpose of additional analysis and are not a required part of 
the basic financial statements. Such information has not been subjected to the auditing procedures applied in the 
audit of the basic financial statements, and accordingly, we do not express an opinion or provide any assurance on 
them.    
 
Other Reporting Required by Government Auditing Standards 
 
In accordance with Government Auditing Standards, we have also issued our report dated December 3, 2017, on our 
consideration of the District’s internal control over financial reporting and our tests of its compliance with certain 
provisions of laws, regulations, contracts and grant agreements and other matters.  The purpose of that report is to 
describe the scope of our testing of internal control over financial reporting and compliance and the results of that 
testing, and not to provide an opinion on internal control over financial reporting or on compliance. That report is an 
integral part of an audit performed in accordance with Government Auditing Standards in considering the District’s 
internal control over financial reporting and compliance. 
 

 
Charles E. Harris & Associates, Inc. 
December 3, 2017 
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NOTE 17 - CONTINGENCIES

A. Grants 

The District receives financial assistance from federal and state agencies in the form of grants.  
The disbursement of funds received under these programs generally requires compliance with 
terms and conditions specified in the grant agreements and is subject to audit by the grantor 
agencies.  Any disallowed claims resulting from such audits could become a liability of the 
general fund or other applicable funds.  However, in the opinion of management, any such 
disallowed claims will not have a material adverse effect on the overall financial position of the 
District at June 30, 2017. 

B. Litigation 

There are currently no matters in litigation with the School District as a defendant.    

C. School District Foundation Funding 

School District foundation funding is based on the annualized full-time equivalent (FTE) 
enrollment of each student.  The Ohio Department of Education (ODE) is legislatively required to 
adjust/reconcile funding as enrollment information is updated by schools throughout the State, 
which can extend past the fiscal year end.  As of the date of this report, additional ODE 
adjustments for fiscal year 2017 are not finalized.  As a result, the impact of future FTE 
adjustments on the fiscal year 2017 financial statements is not determinable, at this time.  
Management believes this may result in either an additional receivable to, or liability of, the 
School District. 

As of the date of this report, the final ODE adjustments for fiscal year 2017 resulted in an 
additional $831,969 for the Marion City School District, to be paid to the District in 2018. 
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MARION CITY SCHOOL DISTRICT
MARION COUNTY

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED JUNE 30, 2017

Federal Grantor/ Federal
Pass Through Grantor/ CFDA Non-Cash  

Program Title Number Disbursements Disbursements 

U.S. DEPARTMENT OF AGRICULTURE
Passed Through Ohio Department of Education
Child Nutrition Cluster:
  Federal Lunch 10.555 1,852,336$      215,075$            
  Federal Breakfast 10.553 1,020,789        -                         
  Federal Supper Program 10.558 70,734             -                         
  Federal Summer Foods 10.559 366,912           -                         
  Cash Assistance Subtotal 3,310,771        215,075              

Total Child Nutrition Cluster 3,310,771        215,075              

Federal Fruits and Vegetables 10.582 125,441           -                         
Team Nutrition 10.574 12,500             -                         
Advanced Career Tech 10.579 10,000             -                         

TOTAL U.S. DEPARTMENT OF AGRICULTURE 3,458,712        215,075              

U.S. DEPARTMENT OF EDUCATION
Passed through Ohio Department of Education
Title I Grants to Local Education Agencies
   Title I - 2016 84.010 294,860           -                         
   Title I - 2017 84.010 2,106,190        -                         
Total Title I Grants to Local Education Agencies 2,401,050        -                         

Special Education Cluster
  Special Education_Grants to States 84.027 994,701           -                         
  Special Education_Preschool Grants 84.173 1,908               -                         
Total Special Education Cluster 996,609           -                         

Twenty-first Century Community Learning Centers
     21st Century-2016 84.287 42,248             -                         
     21st Century-2017 84.287 433,653           -                         
Total Twenty-first Century Community Learning Centers 475,901           -                         

Improving Teacher Quality State Grants
     Imrpoving Teacher Quality-2016 84.367 8,417               -                         
     Imrpoving Teacher Quality-2017 84.367 145,653           -                         
Total Improving Teacher Quality State Grants 154,070           -                         

McKinney Vento 84.196 32,623             -                         
ELA Grant 84.365 13,896             -                         

TOTAL U.S. DEPARTMENT OF EDUCATION 4,074,149        -                         

TOTAL U.S. DEPARTMENT OF JUSTICE
Passed through Ohio Department of Education
JAG Grant 16.738 20,688             -                         

TOTAL U.S. DEPARTMENT OF JUSTICE 20,688             -                         

TOTAL FEDERAL AWARDS EXPENDITURES 7,553,549$     215,075$            

The accompanying notes are an integral part of this schedule.

66
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MARION CITY SCHOOL DISTRICT 
MARION COUNTY 

 
NOTES TO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS  

2 CFR 200.510(b)(6) 
FOR THE YEAR ENDED JUNE 30, 2017 

 
 

 
NOTE A – BASIS OF PRESENTATION 
 
The accompanying Schedule of Expenditures of Federal Awards (the Schedule) includes the federal 
award activity of the Marion City School District’s (District) under programs of the federal government for 
the year ended June 30, 2017.  The information on this Schedule is prepared in accordance with the 
requirements of Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative Requirements, 
Cost Principles, and Audit Requirements for Federal Awards (Uniform Guidance).  Because the Schedule 
presents only a selected portion of the operations of the District, it is not intended to and does not present 
the financial position or changes in net position of the District. 
 
NOTE B – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
Expenditures reported on the Schedule are reported on the cash basis of accounting.  Such expenditures 
are recognized following the cost principles contained in Title 2 U.S. Code of Federal Regulations Part 
200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards, 
wherein certain types of expenditures may or may not be allowable or may be limited as to 
reimbursement.  The District has elected not to use the 10-percent de minimis indirect cost rate as 
allowed under the Uniform Guidance. 
 
NOTE C - CHILD NUTRITION CLUSTER 
 
The District commingles cash receipts from the U.S. Department of Agriculture with similar State grants.  
When reporting expenditures on this Schedule, the District assumes it expends federal monies first.   
  
NOTE D – FOOD DONATION PROGRAM 
 
The District reports commodities consumed on the Schedule at the entitlement value.  The District 
allocated donated food commodities to the respective programs that benefitted from the use of those 
donated food commodities.   
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INDEPENDENT AUDITORS’ 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 

 
Marion City School District 
Marion County 
420 Presidential Drive, Suite B 
Marion, Ohio 43302 
 
To the Board of Education: 
 
We have audited, in accordance with auditing standards generally accepted in the United States and the 
standards applicable to financial audits contained in Government Auditing Standards, issued by the 
Comptroller General of the United States, the financial statements of the governmental activities, the 
discretely presented component units, each major fund and the aggregate remaining fund information of 
the Marion City School District, Marion County, Ohio (the District), as of and for the year ended June 30, 
2017, and the related notes to the financial statements, which collectively comprise the District’s basic 
financial statements and have issued our report thereon dated December 3, 2017.  We noted the District 
uses a special purpose framework other than generally accepted accounting principles. 
  
Internal Controls Over Financial Reporting 
 
In planning and performing our audit of the financial statements, we considered the District’s internal 
control over financial reporting (internal control) to determine the audit procedures that are appropriate in 
the circumstances 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 District’s internal control. Accordingly, we 
do not express an opinion on the effectiveness of the District’s internal control. 
 
A deficiency in internal control 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 and correct, misstatements on a timely basis. A material weakness is a deficiency, or a combination 
of deficiencies, in internal control, such that there is a reasonable possibility that a material misstatement 
of the District’s financial statements will not be prevented, or detected and corrected on a timely basis. A 
significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less 
severe than a material weakness, yet important enough to merit attention by those charged with 
governance. 
 
Our consideration of internal control was for the limited purpose described in the first paragraph of this 
section and was not designed to identify all deficiencies in internal control that might be material 
weaknesses or, significant deficiencies. Given these limitations, during our audit we did not identify any 
deficiencies in internal control that we consider to be material weaknesses. However, material weaknesses 
may exist that have not been identified. 
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Compliance and Other Matters 
 
As part of obtaining reasonable assurance about whether the District’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 an instance of noncompliance or other matter we must report under 
Government Auditing Standards, which is described in the accompanying Schedule of Findings as item 
2017-001.  
 
Entity’s Response to Finding 
 
The District’s response to the finding identified in our audit is described in the accompanying Corrective 
Action Plan.  The District’s response was not subjected to the auditing procedures applied in the audit of 
the financial statements and, accordingly, we express no opinion on it. 
 
Purpose of this Report 
 
The purpose of this report is solely to describe the scope of our testing of internal control and compliance 
and the results of that testing, and not to provide an opinion on the effectiveness of the District’s internal 
control or on compliance.  This report is an integral part of an audit performed under Government 
Auditing Standards in considering the District’s internal control and compliance.  Accordingly, this 
communication is not suitable for any other purpose. 
 

 
Charles E. Harris & Associates, Inc. 
December 3, 2017 
 



 
 

70 

Rockefeller Building 

614 W Superior Ave Ste 1242 

Cleveland OH  44113-1306 
Charles E. Harris & Associates, Inc.    Office phone - (216) 575-1630 
Certified Public Accountants      Fax - (216) 436-2411 

 
INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE FOR EACH  

MAJOR PROGRAM AND ON INTERNAL CONTROL OVER COMPLIANCE  
REQUIRED BY THE UNIFORM GUIDANCE 

 
 
Marion City School District 
Marion County 
420 Presidential Drive, Suite B 
Marion, Ohio 43302 
 
To the Board of Education: 
 
Report on Compliance for Each Major Federal Program   

 
We have audited the Marion City School District, Marion County, Ohio’s, (District) compliance with the 
types of compliance requirements described in the U.S. Office of Management and Budget (OMB) 
Compliance Supplement that could have a direct and material effect on each of the District’s major federal 
programs for the year ended June 30, 2017.  The District’s major federal programs are identified in the 
Summary of Auditor’s Results section of the accompanying Schedule of Findings.   
 
Management’s Responsibility 
 
Management is responsible for compliance with federal statutes, regulations, and the terms and conditions 
of its federal awards applicable to its federal programs.   
 
Auditor’s Responsibility 
 
Our responsibility is to express an opinion on compliance for the District’s major federal programs based 
on our audit of the types of compliance requirements referred to above. 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 the audit requirements of Title 2 U.S. Code of Federal 
Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements for 
Federal Awards (Uniform Guidance). Those standards and the Uniform Guidance 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 District’s compliance 
with those requirements and performing such other procedures as we considered necessary in the 
circumstances. 
 
We believe our audit provides a reasonable basis for our opinion on compliance for each major program. 
However, our audit does not provide a legal determination of the District’s compliance. 
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The District’s basic financial statements include the operations of the Marion City Digital Academy and 
Rushmore Academy, component units of the Marion City School District, which received $121,795 and 
$195,731, respectively in federal awards which is not included in the District’s Schedule of Expenditures 
of Federal Awards for the year ended June 30, 2017.  Our audit of federal awards, described below, did not 
include the operations of the Marion City Digital Academy and Rushmore Academy.  Because Marion City 
Digital Academy and Rushmore Academy are legally separate and expended less than $750,000 of federal 
awards for the fiscal year ended June 30, 2017, they were not subject to Uniform Guidance. 
 
Opinion on Each Major Federal Program 
 
In our opinion, the Marion City School District, Marion County, Ohio, complied, in all material respects, 
with the types of compliance requirements referred to above that could have a direct and material effect on 
each of its major federal programs for the year ended June 30, 2017. 
 
Report on Internal Control Over Compliance 
 
Management of the District is responsible for establishing and maintaining effective internal control over 
compliance with the types of compliance requirements referred to above. In planning and performing our 
audit of compliance, we considered the District’s internal control over compliance with the types of 
requirements that could have a direct and material effect on each major federal program to determine the 
auditing procedures that are appropriate in the circumstances for the purpose of expressing an opinion on 
compliance for each major federal program and to test and report on internal control over compliance in 
accordance with the Uniform Guidance, 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 District’s internal control over compliance. 
 
A deficiency in internal control over compliance exists when the design or operation of a control over 
compliance does not allow management or employees, in the normal course of performing their assigned 
functions, to prevent, or detect and correct, noncompliance with a type of compliance requirement of a 
federal program on a timely basis. A material weakness in internal control over compliance is a deficiency, 
or combination of deficiencies, in internal control over compliance, such that there is a reasonable 
possibility that material noncompliance with a type of compliance requirement of a federal program will 
not be prevented, or detected and corrected, on a timely basis. A significant deficiency in internal control 
over compliance is a deficiency, or a combination of deficiencies, in internal control over compliance with 
a type of compliance requirement of a federal program that is less severe than a material weakness in 
internal control over compliance, yet important enough to merit attention by those charged with governance. 
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Our consideration of internal control over compliance was for the limited purpose described in the first 
paragraph of this section and was not designed to identify all deficiencies in internal control over 
compliance that might be material weaknesses or significant deficiencies. We did not identify any 
deficiencies in internal control over compliance that we consider to be material weaknesses. However, 
material weaknesses may exist that have not been identified. 
 
The purpose of this report on internal control over compliance is solely to describe the scope of our 
testing of internal control over compliance and the results of that testing based on the requirements of the 
Uniform Guidance. Accordingly, this report is not suitable for any other purpose. 
 

 
Charles E. Harris & Associates, Inc. 
December 3, 2017 
 
 



MARION  CITY SCHOOL DISTRICT
MARION COUNTY

SCHEDULE OF FINDINGS

1. SUMMARY OF AUDITOR'S RESULTS

  (d)(1)(i) Type of Financial Statement  Unmodified
Opinion

  (d)(1)(ii) Were there any material control  No
weaknesses reported at
the financial statement level
(GAGAS)?

  (d)(1)(ii) Were there any significant  No
deficiencies reported at the
financial statement level (GAGAS)?

  (d)(1)(iii) Was there any reported material Yes
non-compliance at the financial
statement level (GAGAS)?

  (d)(1)(iv) Were there any material internal  No
control weaknesses reported
for major federal programs?

  (d)(1)(iv) Were there any significant  No
deficiencies reported for
major federal programs?

  (d)(1)(v) Type of Major Programs'  Unmodified
Compliance Opinion

  (d)(1)(vi) Are there any reportable findings  No
under 2 CFR § 200.516(a)

  (d)(1)(vii) Major Programs: Nutrition Cluster – CFDA# 10.553, 10.555, 10.558, 10.559
Special Education Cluster - CFDA # 84.027, 84.173

  (d)(1)(viii) Dollar Threshold:  Type A\B  Type A:>$750,000
Programs  Type B: All Others  

  (d)(1)(ix) Low Risk Auditee under 2 CFR § 200.520? No
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MARION CITY SCHOOL DISTRICT 

MARION COUNTY 
 

SCHEDULE OF FINDINGS – (continued) 
2 CFR § 200.515 
JUNE 30, 2017 

 
2.  FINDINGS RELATED TO THE FINANCIAL STATEMENTS 

REQUIRED TO BE REPORTED IN ACCORDANCE WITH GAGAS  
 

FINDING NUMBER 2017-001 
Noncompliance 

 
Ohio Administrative Code Section 117-2-03 (B) states “All counties, cities and school districts, including 
educational service centers and community schools, shall file annual financial reports which are prepared 
using generally accepted accounting principles.” 
 
The District prepared its financial statements on modified cash basis, which is a comprehensive basis of 
accounting other than accounting principles generally accepted in the United States of America.  The 
accompanying financial statements and notes omit assets, liabilities, fund equities, and disclosures that, 
while material, cannot be determined at this time.  To be in compliance with the Ohio Administrative Code, 
the District should use generally accepted accounting principles in future annual reports.  Not using 
principles generally accepted in the United States of America makes the District subject to fines and other 
administrative remedies. 
  
Official’s Response: 
 
See Corrective Action Plan 

 
3.  FINDINGS FOR FEDERAL AWARDS 

 
None 



MARION CITY SCHOOL DISTRICT 
MARION COUNY 

For the Year Ended June 30, 2017  
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SCHEDULE OF PRIOR AUDIT FINDINGS 

 
 

 
 
 

FINDING 
NUMBER 

 
 
 

FUNDING  
SUMMARY 

 
 
 

STATUS 

 
 

ADDITIONAL 
INFORMATION 

2016-001 Contrary to Ohio Administrative Code 
Section 117-2-03(B), The District does 
not prepare its financial report in 
accordance with accounting principles 
generally accepted in the United States 
of America.  

Not Corrected Reissued as finding # 
2017-001. 

 



MARION CITY SCHOOL DISTRICT 
MARION COUNY 

 
CORRECTIVE ACTION PLAN 

2 CFR § 200.511(c) 
June 30, 2017  
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FINDING 
NUMBER 

 
 
 

PLANNED CORRECTIVE 
ACTION 

 
 

ANTICIPATED 
COMPLETION 

DATE 
 

 
 

RESPONSIBLE 
CONTACT 
PERSON 

 
2017-001 In light of the higher costs, absence a 

material benefit, and financial 
constraints, MCSD has chosen to 
prepare non-GAAP financial statements.  
 

N/A Veronica Reinhart, 
Treasurer 
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MARION CITY SCHOOL DISTRICT 

       
MARION COUNTY 

 
 

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 
MARCH 15, 2018 
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