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REPORT OF INDEPENDENT ACCOUNTANTS

Village of Hamersville
Brown County

P.O. Box 146
Hamersville, Ohio 45130

To the Village Council:

We have audited the accompanying financial statements of the Village of Hamersville, Brown County, Ohio
(the Village), as of and for the years ended December 31, 1999 and 1998. These financial statements are
the responsibility of the Village’s management. Our responsibility is to express an opinion on these financial
statements based on our audit.

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. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material misstatement. An audit
includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements. An auditalsoincludes assessing the accounting principles used and significant estimates made
by management, as well as evaluating the overall financial statement presentation. We believe that our
audit provides a reasonable basis for our opinion.

As discussed in Note 1, the Village prepares its financial statements on the basis of accounting prescribed
or permitted by the Auditor of State, which is a comprehensive basis of accounting other than generally
accepted accounting principles.

In our opinion, the financial statements referred to above presentfairly, in all material respects, the combined
fund cash balances and reserves for encumbrances of the Village as of December 31, 1999 and 1998, and
its combined cash receipts and disbursements for the year then ended on the basis of accounting described
in Note 1.

In accordance with Government Auditing Standards, we have also issued our report dated September 15,
2000, on our consideration of the Village's internal control over financial reporting and our tests of its
compliance with certain provisions of laws, regulations, contracts and grants.

This report is intended solely for the information and use of management, Village Council and other officials

authorized to receive this report under § 117.26, Ohio Revised Code, and is not intended to be and should
not be used by anyone other than these specified parties.

Jim Petro
Auditor of State

September 15, 2000
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VILLAGE OF HAMERSVILLE
COMBINED STATEMENT OF CASH RECEIPTS, CASH DISBURSEMENTS, AND
CHANGES IN FUND CASH BALANCES - ALL GOVERNMENTAL FUND TYPES -
FOR THE YEAR ENDED DECEMBER 31, 1999

Total
Special (Memorandum
General Revenue Only)
Cash receipts:
Property tax and other local taxes $4,795 $1,556 $6,351
Intergovernmental receipts 9,879 20,119 29,998
Fines, licenses, and permits 25,012 4,350 29,362
Earnings on investments 4,801 4,801
Unclassified 16,556 1,456 18,012
Total cash receipts 61,043 27,481 88,524
Cash disbursements:

Unclassified 63,603 22,254 85,857
Total disbursements 63,603 22,254 85,857
Total receipts over/(under) disbursements (2,560) 5,227 2,667
Fund cash balances, January 1, 1999 8,946 53,555 62,501
Fund cash balances, December 31, 1999 $6,386 $58,782 $65,168
Reserve for encumbrances, December 31, 1999 $511 $0 $511

The notes to the financial statements are an integral part of this statement.



COMBINED STATEMENT OF CASH RECEIPTS, CASH DISBURSEMENTS AND CHANGES
IN FUND CASH BALANCES - PROPRIETARY FUND TYPE AND AGENCY FUND

VILLAGE OF HAMERSVILLE

FOR THE YEAR ENDED DECEMBER 31, 1999

Proprietary Fiduciary
Fund Type Fund Type Total
(Memorandum
Enterprise Agency Only)
Operating cash receipts:
Charges for services $553,377 $553,377
Unclassified 181,580 181,580
Total operating cash receipts 734,957 0 734,957
Operating cash disbursements:
Capital Outlay 224,801 224,801
Unclassified 938,467 938,467
Total operating cash disbursements 1,163,268 0 1,163,268
Operating income/(loss) (428,311) 0 (428,311)
Non-operating cash receipts:
Intergovernmental receipts 32,840 32,840
Proceeds from notes and bonds 950,000 950,000
Other non-operating receipts 309,398 35,115 344,513
Total non-operating cash receipts 1,292,238 35,115 1,327,353
Non-operating cash disbursements:
Debt service 1,247,850 1,247,850
Other non-operating cash disbursements 36,147 36,147
Total non-operating cash disbursements 1,247,850 36,147 1,283,997
Excess of receipts over/(under) disbursements (383,923) (1,032) (384,955)
Fund cash balances, January 1, 1999 1,003,182 2,321 1,005,503
Fund cash balances, December 31, 1999 $619,259 $1,289 $620,548
Reserve for encumbrances, December 31, 1999 $33,073 $0 $33,073

The notes to the financial statements are an integral part of this statement.



VILLAGE OF HAMERSVILLE

COMBINED STATEMENT OF CASH RECEIPTS, CASH DISBURSEMENTS, AND
CHANGES IN FUND CASH BALANCES - ALL GOVERNMENTAL FUND TYPES -
FOR THE YEAR ENDED DECEMBER 31, 1998

Total
Special (Memorandum
General Revenue Only)
Cash receipts:
Property tax and other local taxes $6,115 $1,104 $7,219
Intergovernmental receipts 10,172 24,741 34,913
Fines, licenses, and permits 30,042 5,540 35,582
Earnings on investments 9,808 9,808
Unclassified 4,472 1,763 6,235
Total cash receipts 60,609 33,148 93,757
Cash disbursements:

Unclassified 60,699 23,997 84,696
Total disbursements 60,699 23,997 84,696
Total receipts over/(under) disbursements (90) 9,151 9,061
Fund cash balances, January 1, 1998 9,036 44,404 53,440
Fund cash balances, December 31, 1998 $8,946 $53,555 $62,501
Reserve for encumbrances, December 31, 1998 $949 $412 $1,361

The notes to the financial statements are an integral part of this statement.



COMBINED STATEMENT OF CASH RECEIPTS, CASH DISBURSEMENTS AND CHANGES
IN FUND CASH BALANCES - PROPRIETARY FUND TYPE AND AGENCY FUND

VILLAGE OF HAMERSVILLE

FOR THE YEAR ENDED DECEMBER 31, 1998

Proprietary Fiduciary
Fund Type Fund Type Total
(Memorandum
Enterprise Agency Only)
Operating cash receipts:
Charges for services $486,538 $486,538
Unclassified 616,463 616,463
Total operating cash receipts 1,103,001 $0 1,103,001
Operating cash disbursements:
Capital Outlay 1,225,788 1,225,788
Unclassified 841,777 841,777
Total operating cash disbursements 2,067,565 0 2,067,565
Operating income/(loss) (964,564) 0 (964,564)
Non-operating cash receipts:
Intergovernmental receipts 409,197 409,197
Proceeds from notes and bonds 1,180,000 1,180,000
Other non-operating receipts 40,322 46,327 86,649
Total non-operating cash receipts 1,629,519 46,327 1,675,846
Non-operating cash disbursements:
Debt service 1,250,800 1,250,800
Other non-operating cash disbursements 44,252 44,252
Total non-operating cash disbursements 1,250,800 44,252 1,295,052
Excess of receipts over/(under) disbursements (585,845) 2,075 (583,770)
Fund cash balances, January 1, 1998 1,589,026 246 1,589,272
Fund cash balances, December 31, 1998 $1,003,181 $2,321 $1,005,502
Reserve for encumbrances, December 31, 1998 $2,466 $0 $2,466

The notes to the financial statements are an integral part of this statement.
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VILLAGE OF HAMERSVILLE
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 1999-1998

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A. Description of the Entity

The Village of Hamersville, Brown County, Ohio (the Village), is a body corporate and politic
established to exercise the rights and privileges conveyed to it by the constitution and laws of the
State of Ohio. The Village is directed by a publicly-elected, six-member Council. The Village
provides general governmental services, including electric, water and sewer utilities, and police
services.

The Village’s management believes these financial statements present all activities for which the
Village is financially accountable.

Basis of Accounting

These financial statements follow the basis of accounting prescribed or permitted by the Auditor of
State, which is similar to the cash receipts and disbursements basis of accounting. Receipts are
recognized when received in cash rather than when earned, and disbursements are recognized when
paid rather than when a liability is incurred. However, as noted in Note 9, the Village did not use the
prescribed accounts to classify certain receipts and disbursements.

These statements include adequate disclosure of material matters, as prescribed or permitted by
the Auditor of State.

Cash and Investments

Certificates of deposit are valued at cost. The investment in STAROhio (the State Treasurer’s
investment pool) is valued at amounts reported by the State Treasurer. Mutual funds are recorded
at share values reported by the mutual fund.

Investments are reported as assets. Accordingly, purchases of investments are not recorded as
disbursements, and sales of investments are not recorded as receipts. Gains or losses at the time
of sale are recorded as receipts or disbursements, respectively.

Fund Accounting

The Village uses fund accounting to segregate cash and investments that are restricted as to use.
The Village classifies its funds into the following types:

1. General Fund

The General Fund is the general operating fund. Itis used to account for all financial resources
except those required to be accounted for in another fund.

2. Special Revenue Funds
These funds are used to account for proceeds from specific sources (other than from trusts or
for capital projects) that are restricted to expenditure for specific purposes. The Village had the

following significant Special Revenue Fund:

Street Construction, Maintenance and Repair Fund - This fund receives gasoline tax and motor
vehicle tax money for constructing, maintaining and repairing Village streets.
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VILLAGE OF HAMERSVILLE
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 1998-1999
(Continued)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

3. Enterprise Funds

These funds account for operations that are similar to private business enterprises where
management intends that the significant costs of providing certain goods or services will be
recovered through user charges. The Village had the following significant Enterprise Funds:

Project Fund - This fund received proceeds from the issuance of mortgage revenue bonds as
required by bond covenant and can only be used for major repairs or improvements in the
Village sewer system.

Bond Fund - This fund receives bond proceeds to finance sewer system expansion. The
mortgage revenue bonds paid from utility charges.

Fiduciary Funds (Trust and Agency Funds)

Funds for which the Village is acting in an agency capacity are classified as agency funds. The
Village had the following significant Agency Fund:

Mayor’s Court Fund - This fund receives fines collected by Mayor’s Court which are distributed
to the Village and State.

E. Budgetary Process

The Ohio Revised Code requires that each fund (except certain agency funds) be budgeted
annually.

1.

Appropriations

Budgetary expenditures (that is, disbursements and encumbrances) may not exceed
appropriations at the fund, function or object level of control and appropriations may not exceed
estimated resources. The Council must annually approve appropriation measures and
subsequent amendments. The County Budget Commission must also approve the annual
appropriation measure. Appropriations lapse at year end.

Estimated Resources

Estimated resources include estimates of cash to be received (budgeted receipts) plus cash as
of January 1. The County Budget Commission must also approve estimated resources.

Encumbrances

The Ohio Revised Code requires the Village to reserve (encumber) appropriations when
commitments are made. The Village did not use the encumbrance method of accounting.
However, a review was performed to determine the amount of additional encumbrances
outstanding at year end which were notrecorded. These additional encumbrances were added
to the financial statements.

A summary of 1999 and 1998 budgetary activity appears in Note 3.



VILLAGE OF HAMERSVILLE
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 1998-1999
(Continued)

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

F. Property, Plant and Equipment

Acquisitions of property, plant and equipment are recorded as disbursements when paid. These
items are not reflected as assets on the accompanying financial statements.

G. Unpaid Vacation and Sick Leave
Employees are entitled to cash payments for unused vacation and sick leave in certain
circumstances, such as upon leaving employment. Unpaid vacation and sick leave are notreflected
as liabilities under the cash basis of accounting used by the Village.
2. EQUITY IN POOLED CASH AND INVESTMENTS
The Village maintains a cash pool used by all funds except Mayor’s Court. The Ohio Revised Code

prescribes allowable deposits and investments. The carrying amount of cash deposits at December 31
was as follows:

1999 1998
Demand Deposits $429,374 $ 630,358
Cash on Hand 250 250
Certificates of Deposit 100,000 100,000
Total Deposits 529,624 730,608
STAROhio 151,508 144,204
Mutual Fund 4,584 193,191
Total Investments 156,092 337,395
Total Deposits and Investments $685,716 $1,068,003

A. Deposits

Deposits are either insured by the Federal Depository Insurance Corporation, or collateralized by the
financial institution’s public entity deposit pool.

B. Investments

Investments in STAROhio and mutual funds are not evidenced by securities that exist in physical
or book-entry form.



VILLAGE OF HAMERSVILLE
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 1998-1999

3. BUDGETARY ACTIVITY

(Continued)

Budgetary activity for the year ending December 31, 1999 and 1998 follows:

1999 Budgeted vs. Actual Receipts

Budgeted Actual
Fund Type Receipts Receipts Variance
General $ 71,779 $ 61,043 $ (10,736)
Special Revenue 36,215 27,481 (8,734)
Enterprise 626,374 2,027,195 1,400,821
Total $ 734,368 $ 2,115,719 $ 1,381,351

1999 Budgeted vs. Actual Budgetary Basis Expenditures

Appropriation Budgetary
Fund Type Authority Expenditures Variance
General $ 56,900 $ 64,114 $ (7,214)
Special Revenue 62,5 50 22,254 40,296
Enterprise 784,522 2,444,191 (1,659,669)
Total § 903,972 $ 2,530,559 $ (1,626,587)
1998 Budgeted vs. Actual Receipts
Budgeted Actual
Fund Type Receipts Receipts Variance
General $ 0 $ 60,609 $ 60,609
Special Revenue 0 33,148 33,148
Enterprise 0 2,732,520 2,732,520
Total $ 0 $ 2826277 $ 2,826,277
1998 Budgeted vs. Actual Budgetary Basis Expenditures
Appropriation Budgetary
Fund Type Authority Expenditures Variance
General $ 0 $ 61,648 $ (61,648)
Special Revenue 0 24,409 (24,409)
Enterprise 0 3,320,831 (3,320,831)
Total $ 0 $ 3,406,888 $ (3,406,888)
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VILLAGE OF HAMERSVILLE
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 1998-1999
(Continued)

4. PROPERTY TAX

Real property taxes become a lien on January 1 preceding the October 1 date for which rates are
adopted by the Village Council. The State Board of Tax Equalization adjusts these rates for inflation.
Property taxes are also reduced for applicable homestead and rollback deductions. Homestead and
rollback amounts are then paid by the State, and are reflected in the accompanying financial statements
as Intergovernmental Receipts. Payments are due to the County by December 31. If the property owner
elects to make semiannual payment, the first half is due December 31. The second half paymentis due
the following June 20.

Public utilities are also taxed on personal and real property located within the Village.

Tangible personal property tax is assessed by the property owners, who must file a list of such property
to the County by each April 30.

The County is responsible for assessing property, and for billing, collecting, and distributing all property
taxes on behalf of the Village.

5. DEBT

Debt outstanding at December 31, 1999 was as follows:

Interest
Principal Rate
Sewer System Temporary
Mortgage Revenue Bonds $950,000 7.00%

The Sewer System Temporary Mortgage Revenue Bonds are for the construction of a sewer system for
the Village.

Amortization of the above debt, including interest, is scheduled as follows:

Mortgage
Year ending Revenue
December 31: Bonds
2000 $1,016,500

6. RETIREMENT SYSTEMS

The Village's law enforcement officers belong to the Police and Firemen’s Disability and Pension Funds
(PFDPF). Other full-time employees belong to the Public Employees Retirement System (PERS) of
Ohio. PFDPF and PERS are cost-sharing, multiple-employer plans. These plans provide retirement
benefits, including post-retirement healthcare, and survivor and disability benefits to participants as
prescribed by the Ohio Revised Code.

Contribution rates are also prescribed by the Ohio Revised Code. For 1998, members of PFDPF
contributed 10% of their wages to the PFDPF. The Village contributed an amount equal to 19.5% of
their wages. PERS members contributed 8.5% of their gross salaries. The Village contributed an
amount equal to 13.55% of participants’ gross salaries. The Village has paid all contributions required
through December 31, 1999.
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VILLAGE OF HAMERSVILLE
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 1998-1999
(Continued)

7. RISK MANAGEMENT
The Village has obtained commercial insurance for the following risks:
- Comprehensive property and general liability
- Vehicles

- Public Officials Liability

The Village also provides health insurance and dental and vision coverage to full-time employees
through a private carrier.

8. SEWER CONSTRUCTION TRUSTEED FUNDS

The following funds are maintained by custodians as legally required. These assets and the related
receipts and disbursements are reflected in the accompanying financial statements.

Sewer Construction Project Fund - The sewer construction trust agreement requires the Village to
establish a sewer construction fund to be maintained by a custodian bank. At December 31, 1999 the
custodian held $336 in Village assets.

Sewer Bond Fund - The sewer construction trust agreement requires the Village to establish a sewer
bond fund to be maintained by a custodian bank. At December 31, 1999 the custodian held $4,248 in
Village assets.

9. COMPLIANCE

The Village did not classify receipts by source and disbursements for program, comply with various
sections of budgetary laws, maintain accurate records of all moneys received and expended, comply
with bond covenants relating to the Sanitary Sewer Temporary Revenue Refunding Bonds, formally
establish separate funds to account for the Ohio Public Works Commission Issue 2 funding, file or
prepare an annual report for 1999, and remit federal, state and medicare withholdings.
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250 West Court Street

STATE OF OHIO Suite 150 E

OFFICE OF THE AUDITOR Cincinnati, Ohio 45202
Telephone 513-361-8550

JiM PETRO, AUDITOR OF STATE 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

Village of Hamersville
Brown County

P. O. Box 146
Hamersville, Ohio 45130

To the Village Council:

We have audited the accompanying financial statements of the Village of Hamersville, Brown County, Ohio
(the Village), as of and for the years ended December 31, 1999 and 1998, and have issued our report
thereon dated September 15, 2000. We conducted our auditin 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 Village’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 instances of noncompliance that are required to be reported under Government Auditing Standards
which are described in the accompanying Schedule of Findings as ltems 1999-30408-001 through 1999-
30408-008. We also noted immaterial instances of noncompliance that we have reported to management
of the Village in a separate letter dated September 15, 2000.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered Village’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 Village’s ability to record, process, summarize and report financial data consistent
with the assertions of management in the financial statements. These reportable conditions are described
in the accompanying schedule of findings as items 1999-30408-001 through 1999-30408-003 and 1999-
30408-009 through 1999-30408-010.

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 over
financial reporting that might be material weaknesses. We consider all the reportable conditions described
above to be material weaknesses. We also noted other matters involving the internal control over financial
reporting that do not require inclusion in this report, that we have reported to management of the Village in
a separate letter dated September 15, 2000.
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Village of Hamersville

Brown County

Report of Independent Accountants on Compliance and on
Internal Control Required by Government Auditing Standards

Page 2

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

Jim Petro
Auditor of State

September 15, 2000
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VILLAGE OF HAMERSVILLE
SCHEDULE OF FINDINGS
DECEMBER 31, 1999 AND 1998

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

FINDING NUMBER 1999-30408-001

Noncompliance Citation and Internal Control - Budgetary

Ohio Rev. Code, Section 5705, prescribes budgetary laws for the Village. The Village did not comply with
the following sections of the Code:

A.

Ohio Rev. Code, Section 5705.10, provides that monies paid into any fund shall be used only for
the purpose for which such fund is established. The Sewer Construction Fund had a negative fund
balance of $25,074 at December 31, 1998. The deficit balances indicate that cash from other funds
have been used to pay the obligations of this fund.

Ohio Rev. Code, Section 5705.30, requires a village to hold at least one tax budget hearing. The
Village did not hold any tax budget hearings during 1999 and 1998. We recommend the Village hold
a tax budget hearing before the adoption of a tax budget as required.

Ohio Rev. Code, Section 5705.34, requires each taxing authority to pass an ordinance or resolution
to authorize the necessary tax levies and certify the levies to the county auditor before October 1
each year. The Village did not authorize the necessary rates and certify them to the County Auditor
until April 2, 1999, for 1999 and did not authorize the necessary rates and certify them to the County
Auditor for 1998.

Ohio Rev. Code, Section 5705.36, requires the village to certify to the county auditor the total
amount from all sources which is available for expenditures from each fund in the tax budget along
with any balances that existed at the end of the preceding year on or about the first day of each
fiscal year. The Village did not file a Certificate of the Total Amount From All Sources Available for
Expenditures, and Balances for 1999 until April 2, 1999, and did not file for 1998.

Ohio Rev. Code, Section 5705.38, requires a taxing authority to pass an annual appropriation
measure on or about the first day of each fiscal year. If the taxing authority wants to postpone the
passage of the annual appropriation measure until an amended certificate is received from the
county budget commission based upon the actual year end balances, it may pass a temporary
appropriation measure for meeting the ordinary expenses until April 1. The Village did not adopt an
annual appropriation measure for 1998 until May 11, 1998 as evidenced in the minutes. The
appropriation resolution could not be located.

Ohio Rev. Code, Section 5705.41(B), states no subdivision or taxing unitis to expend money unless
it has been appropriated. The Village did not utilize appropriations in 1998. In 1999, expenditures
exceeded appropriations.

Ohio Rev. Code, Section 5705.41 (D), requires that no subdivision or taxing unit shall make any
contract or give any order involving the expenditure of money unless there is attached thereto a
certificate of the fiscal officer of the subdivision that the amount required to meet the obligation has
been lawfully appropriated for such purpose and is in the treasury or in the process of collection to
the credit of an appropriate fund free from any previous encumbrances. This certificate need be
signed only by the subdivision’s fiscal officer. Every contract made without such a certificate shall
be void, and no warrant shall be issued in payment of any amount due thereon.
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VILLAGE OF HAMERSVILLE
SCHEDULE OF FINDINGS
DECEMBER 31, 1999 AND 1998
(Continued)

FINDING NUMBER 1999-30408-001(Continued)
This Section also provides for two exceptions to the above requirements:

1. Then-and-Now Certificates - If no certificate is furnished as required, upon receipt of the fiscal
officer’s certificate that a sufficient sum was, both at the time of the contract or order and at the time
of the certificate, appropriated and free of any previous encumbrances, the Village Council may
authorize the issuance of a warrant in payment of the amount due upon such contract or order by
resolution within 30 days from the receipt of such certificate.

2. Ifthe amountinvolved is less than $1,000 dollars, the fiscal officer may authorize payment through
a Then-and-Now Certificate without affirmation of the Village Council, if such expenditure is
otherwise valid.

The Village did not maintain appropriation ledgers, therefore it was impossible for the Clerk/Treasurer to
accurately certify expenditures. Failure to encumber allowed the Village to over spend fund balances as
noted in finding number 1999-30408-001 Section (A).
Not adopting Not certifying rates to the County Auditor could resultin a delay or loss of funding to the Village.
Not adopting or monitoring appropriations and certifying expenditures could result in the Village making
illegal expenditures and overextending its resources and/or committing the Village to obligations that it does
not have the ability to pay.
To help prevent delays in funding from the County, illegal expenditures and overspending of fund balances,
we recommend the Village become knowledgeable of applicable budgetary laws, certify rates to the County
Auditor, adopt and monitor appropriations and certify expenditures.

FINDING NUMBER 1999-30408-002
Noncompliance Citation and Internal Control - Receipts and Expenditures
Ohio Rev. Code, Section 733.28, requires the village clerk to keep the books of the Village, exhibit accurate
statements of all moneys received and expended and maintain records of all the property owned by the
Village and the income derived.

Accurate records were not maintained for all monies received and expended. The following problems were
noted:

A. A receipt ledger, appropriation ledger and cash journal were not maintained for 1999.
B. An appropriation ledger was not maintained for 1998.

C. Checks, vouchers, and purchase orders and invoices were missing.

D. Numerous checks were voided and documentation was not maintained.

All of these conditions exhibit a lack of control over the recording and reporting of Village financial activity
and did result in inaccurate and untimely accounting records.
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VILLAGE OF HAMERSVILLE
SCHEDULE OF FINDINGS
DECEMBER 31, 1999 AND 1998
(Continued)

FINDING NUMBER 1999-30408-002 (Continued)
We recommend:
A. The Village utilize pay ins/receipt numbers to properly track all monies received;

B. All entries should be posted in the cash journal in chronological order, reflecting month to date and
year to dated totals;

C. The receipt ledger should be reconciled to bank deposits on a monthly basis;

D. The Village should utilize an appropriation ledger to properly track expenditures by accountand also
as a tool to monitor adherence to the adopted budget; and

E. The cash journal should be reconciled to the bank on a monthly basis and also reconciled to the
appropriation ledger;

Implementation of these procedures will add a substantial measure of control to the receipting process, and
help provide assurance that the activity is properly handled and fairly presented on the Village’s ledgers and
financial reports.

FINDING NUMBER 1999-30408-003
Noncompliance Citation and Internal Control - Uniform System of Accounting

Ohio Rev. Code, Section 117.43, authorizes the Auditor of State to prescribe by rule, requirements for
accounting and financial reporting for public offices other than state agencies. The Auditor of State has
prescribed a uniform accounting system for Villages which is set forth in the Ohio Administrative Code
Chapter 117-5. The Village did not comply in the following instances:

A. Ohio Administrative Code, Rule 117-5-07, establishes guidelines for the proper coding and
classification of Village receipts. The Village of Hamersville did not maintain a receipt ledger for
1999 and did not always properly code and classify receipts for 1998.

B. Ohio Administrative Code, Rule 117-5-09, provides guidelines for the proper and complete
maintenance of a Village cash journal. The Village did not maintain a cash journal for 1999. This
required reconstruction of records.

C. Ohio Administrative Code, Rule 117-5-10, requires that a village post to each receipts account the
estimated amount of money to be received into the account as specified by the County budget
commission. It also provides that receipts shall be entered in the “Amount Received” column and
in the “Credit” column and subtracted from the budget estimate amount(“Balance”). The Village did
not maintain an accurate receipt ledger in accordance with these guidelines.

D. Ohio Administrative Code, Rule 117-5-11, requires the village to maintain an appropriation ledger

in a complete and accurate form as prescribed. The Village did not maintain an appropriation
ledger.
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FINDING NUMBER 1999-30408-003 (Continued)

E. Ohio Administrative Code, Rule 117-5-13, provides that each village must use purchase orders, as
prescribed, for all expenditures. The Village did not always use purchase orders.

To provide accurate and complete financial information for management to use in the decision making
process, and to aid in the accurate classification of receipts and disbursements on the Village’'s annual
financial report, we recommend the Village maintain receipt and appropriation ledgers as prescribed by the
Ohio Administrative Code. Encumbrances and disbursements should be posted to the appropriation ledger
resulting in declining unencumbered balances. Receipts should be posted by fund and line item, with a
running balance maintained. At year-end, the totals from these ledgers should be carried forward to the
annual financial report.

FINDING NUMBER 1999-30408-004
Noncompliance Citation - Bond Covenant

Village of Hamersville Ordinances 1999-17, 1998-12 and 1997-18 authorizing the issuance of Sanitary Sewer
Temporary Revenue Refunding Bonds, Series 1999, 1998 and 1997, requires the establishment of a Project
Fund for acquisition, construction and instillation of the sewer project, a Bond Fund for the payment of
principal and interest on the bonds and a Surplus Fund for paying the cost of repairing or replacing any
unforseen catastrophic damage to the System or for making principal and interest payments if the amount
in the Bond Fund is not sufficient to meet such payments. The Village did not establish the Project Fund,
Bond Fund or the Surplus Fund as required. These funds should be established in order to comply with the
debt covenant.
FINDING NUMBER 1999-30408-005

Noncompliance Citation - Issue Il OPWC

Ohio Rev. Code, Section 5705.09, requires the village to establish a special fund for each class of revenues
derived from a source other than the general property tax, which law requires to be used for a particular
purpose. Upon establishing a fund, estimated receipts should be certified to the County Auditor as available
for expenditure and anticipated expenditures should be included in the Village appropriations.

During 1999 and 1998, the village participated in the Ohio Public Works Commission’s Issue 2 funding
Program. Under this program, the state made payments of “Issue 2" monies to contractors on behalf of the
Village. The Village did not formally establish the required fund to account for these monies and did not
include these monies within its annual budget. Guidelines on the accounting treatment for these types of
transactions is set forth in MAS Bulletin 89-17. The financial statements reflect an adjustment to include
Issue 2 money.

FINDING NUMBER 1999-30408-006
Noncompliance Citation - Filing Annual Reports
Ohio Rev. Code, Section 117.38, requires that the village prepare an annual report in accordance with forms
prescribed by the Auditor of State. The report is to be certified by the proper officer of board and filed with

the Auditor of State within ninety days after the close of the fiscal year. The Village did not prepare or file
an annual report for the year ending December 31, 1999.
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FINDING NUMBER 1999-30408-007
Noncompliance Citation - Investment Policy

Ohio Rev. Code, Sections 135.14 and 133.03(A)(1), requires that if a subdivision invests in investments
other than interim deposits or STARONhio or its average annual portfolio of investments is $100,000 or more,
an investment policy must be filed with the Auditor of State. This investment policy must be signed by the
following: All entities conducting investment business with the treasurer or governing board (except the
Treasurer of State); all brokers, dealers, and financial institutions, described in Section 135.14(M)(1),
initiating transactions with the treasurer or governing board by giving advice or making investment
recommendations; and all brokers, dealers, and financial institutions, described in Section 135.14(M)(1),
executing transactions initiated by the treasurer or governing board. The Village invested in a mutual fund
but did not file an investment policy with the Auditor of State’s office.

FINDING NUMBER 1999-30408-008
Noncompliance Citation - Payroll Withholdings Remittances
26 United States Code, Section 3403, provides employers are liable for taxes deducted and withheld. The
Village did not remit all federal income tax and medicare withholdings which resulted in penalties being
assessed against the Village.
Ohio Rev. Code, Section 5747.07(B)(4), requires employers to make payment of undeposited taxes for each
calendar quarter during which they were required to be withheld no later than the last day of the month
following the last day of each quarter. The Village did not remit all state income tax withholdings and reports.
FINDING NUMBER 1999-30408-009
Internal Control - Reconciliations
The Village did not prepare accurate or complete cash reconciliations for 1999. Reconciliations are an
effective tool to help management determine the completeness of recorded transactions, as well as, help
determine that all recorded transactions have been deposited in the financial institution.
We recommend the Village properly reconcile the accounts on a monthly basis. Any variances should be
immediately investigated and justified. We also recommend a Council member review and sign off on the
reconciliation thereby indicating approval and ensuring timeliness of reconciliations.
FINDING NUMBER 1999-30408-010
Internal control - Segregation of Duties - Government Oversight
The small size of the Village’'s staff does not allow for an adequate segregation of duties. The Clerk handles
all the financial record keeping including receipting, depositing, check writing, check signing and posting.
The weakness of this system is that it allows for diversion of funds through possible alteration of source
documents. Also, bookkeeping errors may occur without detection in a timely manner.
The following conditions indicate a need for increased oversight of management by Council.
A. Village accounts were not reconciled during 1999.

B. Receipts have been posted to incorrect funds and not detected; and

C. Disbursements were not correctly posted, or not posted at all.
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FINDING NUMBER 1999-30408-010 (Continued)
To provide accountability and to strengthen internal accounting controls, officials should periodically review
the records (i.e., reconciliations, etc), to determine accuracy and to verify that proper procedures were

followed by the fiscal officer. These periodic reviews should be noted in the minutes and documents
reviewed should be initialed by the reviewer.
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STATE OF OHIO P.O. Box 1140

OFFICE OF THE AUDITOR Columbus, Ohio 43216-1140

Telephone  614-466-4514
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