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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

Monroe Local School District
Butler County
30 Overbrook Dr., Suite D
Monroe, OH 45050

We have audited the accompanying basic financial statements of the Monroe Local School District, Butler
County, Ohio (the District) as of and for the year ended June 30, 2001, as listed in the table of contents.  
These financial statements are the responsibility of the District’s management.  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 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 audit also includes 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.

In our opinion, the basic financial statements referred to above present fairly, in all material respects, the
financial position of the Monroe Local School District, Butler County, as of June 30, 2001, and the results
of its operations for the year then ended in conformity with accounting principles generally accepted in the
United States of America.

As described in Note 3, during the year ended June 30, 2001, the District adopted Governmental Accounting
Standards Board Statements 33, 34, 36, 37, 38 and Interpretation 6.

In accordance with Government Auditing Standards, we have also issued our report dated March 4, 2002
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 grants.  That report is an integral part of an audit
performed in accordance with Government Auditing Standards and should be read in conjunction with this
report in considering the results of our audit.

Management’s Discussion and Analysis is not a required part of the basic financial statements, but is
supplementary information the Governmental Accounting Standards Board requires.  We applied limited
procedures, consisting principally of inquiries of management regarding the methods of measurement and
presentation of the supplementary information.  We did not audit the information and express no opinion
thereon.

Jim Petro
Auditor of State

March 4, 2002
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Monroe Local School District 
Notes to the Basic Financial Statements 

For the Year Ended June 30, 2001 
 
Note 5- Accountability and Compliance  (continued) 
 
B. Compliance 
 
Contrary to Section 5705.41 (B) Ohio Revised Code, the food service and miscellaneous 
federal grants special revenue funds had expenditures plus encumbrances in excess of 
appropriations at the end of the fiscal year ended June 30, 2001 of $30,847 and $6,196, 
respectively.  The food service special revenue fund had appropriations in excess of 
estimated resources plus available balances for the fiscal year ended June 30, 2001 of 
$5,337.  In various instances, the School District failed to certify the availability of funds 
in accordance with Section 5705.41 (D) Ohio Revised Code.  The School District is now 
enforcing a policy requiring that purchase orders be compared to available appropriations 
prior to their release and that encumbrances are made and reviewed prior to the actual 
purchase.  Secondarily, budget creation and revision of the available appropriations will 
occur on a more frequent basis in the future years.   
 
Note 6- Deposits and Investments 
 
State statutes classify monies held by the School District into three categories. 
 
Active deposits are public deposits necessary to meet current demands on the treasury.  
Such monies must be maintained either as cash in the School District treasury, in 
commercial accounts payable or withdrawable on demand, including negotiable order of 
withdrawal (NOW) accounts, or in money market deposit accounts.   
 
Inactive deposits are public deposits the Board of Education has identified as not required 
for use within the current five-year period of designation of depositories.  Inactive 
deposits must either be evidenced by certificates of deposit maturing not later than the 
end of the current period of designation of depositories, or by savings or deposit accounts 
including, but not limited to, passbook accounts. 
 
Interim deposits are deposits of interim monies.  Interim monies are those monies which 
are not needed for immediate use but which will be needed before the end of the current 
period of designation of depositories.  Interim deposits must be evidenced by time 
certificates of deposit maturing not more than one year from the date deposit or by 
savings accounts, including passbook accounts.   
 
Protection of the School District’s deposits is provided by the Federal Deposit Insurance 
Corporation (FDIC), by eligible securities pledged by the financial institution as security 
for repayment, by surety company bonds deposited with the treasurer by the financial 
institution or by a single collateral pool established by the financial institution to secure 
the repayment of all public money deposited with the institution.   
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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

Monroe Local School District
Butler County
30 Overbrook Dr., Suite D
Monroe, OH 45050

We have audited the financial statements of Monroe Local School District as of and for the year ended June
30, 2001, and have issued our report thereon dated March 4, 2002, in which we noted the District adopted
Governmental Accounting Standards Board Statements 33, 34, 36, 37, 38 and Interpretation 6.  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 Monroe Local School District ’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 2001-
10409-001.  We also noted certain immaterial instances of noncompliance that we have reported to
management of Monroe Local School District in a separate letter dated March 4, 2002.

Internal Control Over Financial Reporting 

In planning and performing our audit, we considered Monroe Local School District’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 a certain matter involving the internal control over financial reporting and its operation
that we consider to be a reportable condition.  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 District’s ability to record, process, summarize and report
financial data consistent with the assertions of management in the financial statements.  The reportable
condition is described in the accompanying schedule of findings as item 2001-10409-002.

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 do not believe the reportable condition
described above is a material weakness.  
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Monroe Local School District
Butler County
Report of Independent Accountants on Compliance and on  
  Internal Control Required by Government Auditing Standards
Page 2

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 Monroe Local School District in a separate
letter dated March 4, 2002.

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

Jim Petro
Auditor of State

March 4, 2002
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MONROE LOCAL SCHOOL DISTRICT
BUTLER COUNTY

SCHEDULE OF FINDINGS
JUNE 30, 2001

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

FINDING NUMBER  2001-10409-001

Material Noncompliance - Cash Disbursements 

Ohio Rev. Code, Section 5705.41(D), states that no orders or contracts involving the expenditure of money
are to be made unless there is a certificate of the fiscal officer that the amount required for the order or
contract has been lawfully appropriated 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 only signed by the
subdivision fiscal officer.  Every such contract made without such certificate shall be void and no warrant
shall be issued in payment.  This section also provides for two exceptions to the above requirements:

A. 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 previous encumbrances, the
Board of Education may authorize the issuance of a warrant in payment of the amount due
upon such contract or order by resolution within thirty (30) days from the receipt of such
certificate; and

B. If the amount involved is less than one thousand dollars ($1,000), the Treasurer may
authorize payment through a Then and Now Certificate without affirmation of the Board of
Education, if such expenditure is otherwise valid.

Fifteen of the forty (37%) purchases tested were initiated without obtaining the prior certification of the fiscal
officer.  Eleven of the fifteen not properly encumbered were stamped with the Then & Now certificate.
However, none of the eleven, which were all over the $1,000 threshold were subsequently approved by the
Board of Education within 30 days as permitted.    

FINDING NUMBER 2001-10409-002

Internal Control Reportable Condition - Monthly Reconciliations

The District did not prepare accurate payroll account cash reconciliations throughout the period under audit.
A reconciliation compares the book to bank balance at a point in time and describes any differences
between the two as reconciling items.  In examining the reconciliations we noted the following:

� The payroll account was not being reconciled monthly during the year;

� Payroll account balances continued to increase during the year with a balance of $157,904
at year end; and

� Interest revenue in the amount of $3,023 was not posted to the District’s accounting records.

As a result of the above items, additional procedures were performed to reconcile the payroll account.  The
additional procedures indicated that as of June 30, 2001, the District’s overall bank balance was $3,466 higher
than the book balance.  

Reconciliations are an effective tool to help management determine the completeness of recorded
transactions and reduce the risk of fraud or error.  Additionally, payroll account variances  effect the general
account reconciliations thus causing further discrepancies.  We recommend that all financial activity of the
District be properly reconciled on a monthly basis with the bank statements.  Any variances should be
investigated promptly. 
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