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250 West Court Street

Suite 150 E

Cincinnati, Ohio 45202

Telephone 513-361-8550
800-368-7419

Facsimile  513-361-8577

www.auditor.state.oh.us

REPORT OF INDEPENDENT ACCOUNTANTS ON COMPLIANCE AND ON 
INTERNAL CONTROL REQUIRED BY GOVERNMENT AUDITING STANDARDS

City of Springboro
Warren County
320 West Central Avenue
Springboro, Ohio 45066

To the City Council:

We have audited the financial statements of the City of Springboro, Warren County, Ohio, (the City), as of
and for the year ended December 31, 1999, and have issued our report thereon dated June 16, 2000,
wherein we noted the City changed its method of accounting for compensated absences.  We conducted our
audit in accordance with generally accepted auditing standards 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’s financial 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 an instance of noncompliance that is required to be reported under Government Auditing
Standards, which is described in the accompanying schedule of findings as item 1999-20483-001.  

Additionally, we have also noted certain immaterial instances of noncompliance that we have reported to
the City Council in a separate letter dated June 16, 2000.
 

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the City of Springboro’s internal 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.  However,
we noted certain matters involving the internal control over financial reporting and its operation that we
consider to be reportable conditions.  Reportable conditions involve matters coming to our attention relating
to significant deficiencies in the design or operation of the internal control over financial reporting that, in our
judgment, could adversely affect the City of Springboro’s ability to record, process, summarize and report
financial data consistent with the assertions of management in the financial statements.  The reportable
conditions are described in the accompanying schedule of findings as items 1999-20483-002 through 1999-
20483-005.

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 a timely
period by employees in the normal course of performing their assigned functions. Our consideration of the
internal control over financial reporting would not necessarily disclose all matters in the internal control that
might be reportable conditions and, accordingly, would not necessarily disclose all reportable conditions that
are also considered to be material weaknesses.  However, we believe the reportable conditions described
above are not material weaknesses.
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We also noted other matters involving the internal control structure that do not require inclusion in this report,
that we have reported to the management of the City of Springboro in a separate letter dated June 16, 2000.

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

Jim Petro
Auditor of State

June 16, 2000
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CITY OF SPRINGBORO
SCHEDULE OF FINDINGS

DECEMBER 31, 1999

FINDINGS RELATED TO THE FINANCIAL STATEMENTS
REQUIRED TO BE REPORTED IN ACCORDANCE WITH GAGAS

FINDING NUMBER 1999-20483-001

Compliance

Possible Noncompliance With Bond Covenants Related to the Water and Sewer Funds

Provisions within the 1998 Water System Mortgage Revenue Bonds state that the entire income and revenue
of the Water System shall be set aside and deposited by the City in a special and separate fund, the “Water
System Revenue Fund.”  The Revenue Fund shall  administer payments before the revenues are considered
to be excess or surplus funds.  The revenues must be used for payments of expenses of operation and
maintenance of the Water System, not less of one-sixth of the operation and maintenance expense for the
year immediately preceding must be reserved to maintain adequate working capital for the Water System,
money must be set aside for the Required Debt Service Reserve Balance (which is used only for payment
of principal and interest), money may also be set aside in the Required Replacement and Improvement
Account Balance if the balance drops below the established amount, and payment shall be made into the
Stabilization Account if the required balance is not maintained.  Upon payment of principal and interest on
all Bonds at maturity, any remaining revenues in the Revenue Fund should be transferred to the Surplus
Fund.  Monies in the Surplus Fund may be invested in Eligible Investments maturing in not more than five
(5) years from the date of the investment.  Monies produced from Income Tax may be used for the above
items if the revenues generated by the Water System are not sufficient enough to meet the above
procedures.  Any Income Tax monies that are not required to be retained by the Bond Account should be
deposited back into the Income Tax Capital Improvements Fund.  
       
Provisions within the 1993 Waterworks Improvement Mortgage Revenue Bonds state that the entire income
and revenue of the Water System shall be set aside and deposited by the City in a special and separate
fund, the “Water System Revenue Fund.”  The Revenue Fund shall administer payments before the
revenues are considered to be excess or surplus funds.  The revenues must be used for payments of
expenses of operation and maintenance of the Water System, not less of one-sixth of the operation and
maintenance expense for the year immediately preceding must be reserved to maintain adequate working
capital for the Water System, money must be set aside for the Required Debt Service Reserve Balance
(which is used only for payment of principal and interest), and money may also be set aside in the Required
Replacement and Improvement Account Balance if the balance drops below the established amount.  Upon
payment of principal and interest on all Bonds at maturity, any remaining revenues in the Revenue Fund
should be transferred to the Surplus Fund.  Monies in the Surplus Fund may be invested in Eligible
Investments maturing in not more than five (5) years from the date of the investment.  Monies produced from
Income Tax may be used for the above items if the revenues generated by the Water System are not
sufficient enough to meet the above procedures.  Any Income Tax monies that are not required to be
retained by the Bond Account should be deposited back into the Income Tax Capital Improvements Fund.

Provisions within the 1997 Sewer System Mortgage Revenue Refunding Bonds state that the entire income
and revenue of the System shall be set aside and deposited by the City in a special and separate fund, the
“Sewer System Revenue Fund.”  The Revenue shall administer payments before the revenues are
considered to be excess or surplus funds.  The revenues must be used for payments of expenses of
operation and maintenance of the Sewer System, monies must be deposited into the Bond Account to fund
principal, interest, and premium payments, money must be set aside for the Required Debt Service Reserve
Balance and Rebate Fund, and money may also be set aside in the Replacement and Improvement Fund
if the amount maintained in the account drops below $200,000.  Upon payment of principal and interest on
all Bonds at maturity, any remaining revenues in the Revenue Fund should be transferred to the Surplus 
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CITY OF SPRINGBORO
SCHEDULE OF FINDINGS

DECEMBER 31, 1999

FINDINGS RELATED TO THE FINANCIAL STATEMENTS
REQUIRED TO BE REPORTED IN ACCORDANCE WITH GAGAS

FINDING NUMBER 1999-20483-001 (Continued)

Fund.  Monies in the Surplus Fund may be invested in Eligible Investments maturing in not more than five
(5) years from the date of the investment.  Monies produced from Income Tax may be used for the above
items if the revenues generated by the Sewer System are not sufficient enough to meet the above
procedures.  Any Income Tax monies that are not required to be retained by the Bond Account should be
deposited back into the Income Tax Capital Improvements Fund.

The City in 1999 loaned $ 2,200,000 in cash from the water fund and $ 1,210,869 in cash from the sewer
fund  to the golf course fund to cover a negative cash balance in the golf course fund which may meet the
provisions of the debt issuances for the 1998 Water Systems Mortgage Revenue Bonds, 1993 Waterworks
Improvement Mortgage Revenue Bonds, and the 1997 Sewer System Mortgage Revenue Refunding Bonds.

The possible effects of the City’s noncompliance with the bond covenants include acceleration of the
payment of bond principal upon written request of holders of at least 25% in bond principal.  As of June 16,
2000, no bond holders have requested accelerated principal payment.  

Legal counsel has advised the City that in order to eliminate any uncertainty as to compliance, the loan
should be repaid to the water and sewer funds, with market interest, and another method of eliminating the
negative balance in the golf course fund be identified and implemented as soon as possible.

We recommend that the City  always consult with bond counsel before using water and sewer fund resources
outside the scope of operations and debt service to determine that they are in compliance with the provisions
of the water and sewer fund bond covenants.

FINDING NUMBER 1999-20483-002

Internal Control - Reportable Condition

Golf Course Accounting Records and Oversight by City Management

The City’s contract with the American Golf Corporation (AGC) states that “AGC shall keep full and accurate
books of account and such other records as are necessary to reflect the results of the operation of the
Facility, including contract documents, invoices, and construction records.  All of AGC’s books and records
for the Facility shall be located at the Facility”.  Contrary to this agreement, all of AGC’s records are not kept
at the Facility.  AGC keeps copies of invoices at the facility but not the original invoices.  Without complete
records, the City and/or their independent certified public accountant will not be able to audit or monitor the
golf course operations.  The City should enforce this provision of their contract with AGC.

In addition, American Golf Corporation performs all hiring and all accounting functions for receipts, payroll,
and other non-payroll expenditures (except debt and capital lease payments).  The City has not established
procedures to reasonably determine that receipts, payroll, and non-payroll expenditures have been
completely and accurately processed and collected in accordance with the contract.
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CITY OF SPRINGBORO
SCHEDULE OF FINDINGS

DECEMBER 31, 1999

FINDINGS RELATED TO THE FINANCIAL STATEMENTS
REQUIRED TO BE REPORTED IN ACCORDANCE WITH GAGAS

FINDING NUMBER 1999-20483-002 (Continued)

We recommend that the City implement procedures to reasonably assure the completeness, and accuracy
of the collection and processing of receipts, payroll, and non-payroll expenditures by their golf course
management company.  Statement on Auditing Standards No. 70 (SAS 70) prescribes testing and reporting
standards for audits of service organizations controls which should satisfy this requirement.  As described
in that Statement, we suggest that the City obtain a “Report on Policies and Procedures Placed in Operation
and Tests of Operating Effectiveness” from the golf course management company.  Such a report, if
unqualified, would provide evidence to the City’s management that receipts, payroll, and non-payroll
expenditures (except debt and capital lease payments) were being processed in conformance with the
contract.

FINDING NUMBER 1999-20483-003

Internal Control - Reportable Condition

Hiring of Independent Certified Public Accounting Firm for the Golf Course

The City’s contract with the American Golf Corporation (AGC) states that “AGC shall hire an independent
certified public accounting firm with an office in close proximity to the Facility, which firm shall be reasonably
acceptable to Owner, to review (and to assist in the preparation of) the books and records of the Facility and
to prepare the financial statements required under this agreement.  AGC will train the accounting firm with
respect to the use and application of AGC’s accounting software at the Facility, and AGC shall supervise the
work of the accounting firm.  All fees and charges of the accounting firm shall be an expense of the Facility
payable from the Facility accounts”.

American Golf Corporation did not hire an independent certified public accounting firm to review and to assist
in the preparation of the books and records for the Golf Course and to prepare the financial statements.  The
City should require AGC to hire an independent certified public accounting firm and use their report as part
of the monitoring procedures.

FINDING NUMBER 1999-20483-004

Internal Control - Reportable Condition

Fixed Assets

The City does not have an updated formal fixed asset policy.  The City should rewrite its fixed asset policy
to gain consistency from year to year.  The policies and procedures should include, but not limited to:
procedures for determining a fixed asset and their useful lives, computer procedures, and policies on
additions, deletions, transfers, and improvements.  

The City has not performed a departmental physical inventory of the equipment in recent years.  A physical
inventory will help the City keep the fixed assets inventory up-to-date.  Each department should perform a
yearly review of its equipment and compare it to the fixed asset report for accuracy.  The review should
identify those assets acquired and disposed of during the year.  Inconsistencies between the department’s
records and the Finance Department’s records should be reconciled.



6

CITY OF SPRINGBORO
SCHEDULE OF FINDINGS

DECEMBER 31, 1999

FINDINGS RELATED TO THE FINANCIAL STATEMENTS
REQUIRED TO BE REPORTED IN ACCORDANCE WITH GAGAS

FINDING NUMBER 1999-20483-004 (Continued)

The City should perform a physical inventory of its undesignated personal property, either simultaneously,
on a rotating basis, or as determined by a formal City policy, so that all the City’s fixed assets are physically
accounted for.  While a well-designed and properly maintained perpetual inventory system can eliminate the
need for annual inventory of a government’s fixed assets, no inventory system is so reliable as to eliminate
completely the need for a periodic inventory. 

The City does not review golf course batch reports to ensure that all assets purchased by American Golf
Corporation (AGC) for the golf course are properly included in the golf course fixed asset listing.  The City
should review these reports and request invoices to see that all golf course fixed assets are properly included
and valued in the fixed asset system.  

The asset useful lives used for depreciation purposes were different within the asset categories.  Within each
category the same useful life should be used to consistently match revenues and expenses.  The City should
review the asset useful lives to see that they meet City established fixed asset policies.  Also, depreciation
reports should be reviewed for completeness.

FINDING NUMBER 1999-20483-005

Internal Control - Reportable Condition

Credit Card Usage, Travel Policy, and Petty Cash

Proper documentation was not always attached to travel related vouchers to support the validity of the
expenditure.  In most cases for meals, the charge slip, which only listed the amount charged and the
cardholder’s signature was attached as supporting documentation.  There was also nothing noted on the
documentation as to the business purpose of the meal.  
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CITY OF SPRINGBORO
SCHEDULE OF FINDINGS

DECEMBER 31, 1999

FINDINGS RELATED TO THE FINANCIAL STATEMENTS
REQUIRED TO BE REPORTED IN ACCORDANCE WITH GAGAS

FINDING NUMBER 1999-20483-005 (Continued)

Date Person Amount Description

7/9/99 Lori Martin $61.88 Brothers Pizza receipt not detailed; Olive Garden
receipt not detailed

5/27/99 Gary Hruska $9.47 Yoders Dutch Kitchen receipt not detailed

4/27/99 Edward Doczy $27.69 Jordan’s restaurant receipt not detailed;
Reimbursed $2.48 for deodorant

12/22/99 Edward Doczy $100.58 Receipts were not detailed

12/28/99 Josh Allen (AGC) $2,244.58 Reimbursed for travel with no supporting receipts

1/7/99 City Manager
credit card

$304.15 Most receipts were not detailed - most only stated
food and beverage

7/16/99 City credit card $597.13 Most receipts were not detailed - most only stated
food and beverage

6/18/99 City credit card $941.63 Most receipts were not detailed - most only stated
food and beverage

5/10/99 City manager
credit card

$718.96 Most receipts were not detailed - most only stated
food and beverage

5/10/99 City credit card $464.66 Most receipts were not detailed - most only stated
food and beverage

The City should:

• Have their credit card and travel policy state that only detailed receipts will be accepted for
reimbursement.  

• Ensure that all meals are business related and that documentation exists to support this so that there
is no misconception that the payment is for personal lunches.  If payments are  for personal lunches,
they should be evaluated whether they are taxable fringe benefits which should be reported to
Internal Revenue Service.

Reimbursements from petty cash were sometimes approved only by the City Manager’s secretary, who kept
the petty cash drawer.  The City should ensure that petty cash reimbursements are properly approved and
meet a Council established policy.



            



































































































































































































































































88 East Broad Street
P.O. Box 1140
Columbus, Ohio  43216-1140

Telephone 614-466-4514
800-282-0370

Facsimile  614-466-4490

CITY OF SPRINGBORO

WARREN 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
JULY 18, 2000
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