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We have reviewed the Independent Auditors’ Report of the Mad River Local School District, 
Montgomery County, prepared by Clark, Schaefer, Hackett & Co., for the audit period July 1, 
2009 through June 30, 2010.  Based upon this review, we have accepted these reports in lieu of 
the audit required by Section 117.11, Revised Code.  The Auditor of State did not audit the 
accompanying financial statements and, accordingly, we are unable to express, and do not 
express an opinion on them.   
 
Our review was made in reference to the applicable sections of legislative criteria, as reflected by 
the Ohio Constitution, and the Revised Code, policies, procedures and guidelines of the Auditor 
of State, regulations and grant requirements.  The Mad River Local School District is responsible 
for compliance with these laws and regulations. 
 
 
 
 
 
 
 
 
Dave Yost 
Auditor of State 
 
January 28, 2011  
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INDEPENDENT AUDITORS’ REPORT 
 
Board of Education 
Mad River Local School District 
801 Old Harshman Road 
Dayton, Ohio 45431 
 
We have audited the accompanying financial statements of the governmental activities, each major fund, 
and the aggregate remaining fund information of the Mad River Local School District (the District) as of 
and for the year ended June 30, 2010, which collectively comprise the District’s basic financial statements 
as listed in the table of contents. These financial statements are the responsibility of the District’s 
management. Our responsibility is to express opinions 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 the 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 opinions. 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the 
respective financial position of the governmental activities, each major fund, and the aggregate remaining 
fund information of the Mad River Local School District, as of June 30, 2010, and the respective changes 
in financial position thereof for the year then ended in conformity with accounting principles generally 
accepted in the United States of America.  
 
In accordance with Government Auditing Standards, we have also issued our report dated December 13, 
2010, on our consideration of the District’s internal control over financial reporting and on 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 the internal 
control over financial reporting or on compliance. That report is an integral part of an audit performed in 
accordance with Government Auditing Standards and should be considered in assessing the results of 
our audit. 
 
The management’s discussion and analysis on pages 3 through 10 and the budgetary comparison 
schedule and notes on pages 44 through 46 are not a required part of the basic financial statements but 
is supplementary information required by accounting principles generally accepted in the United States of 
America. We have applied certain limited procedures, which consisted principally of inquiries of 
management regarding the methods of measurement and presentation of the required supplementary 
information. However, we did not audit the information and express no opinion on it. 



�

��
�

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively 
comprise the District‘s basic financial statements. The accompanying schedule of expenditures of federal 
awards is presented for purposes of additional analysis as required by U.S. Office of Management and 
Budget Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations, and is also 
not a required part of the basic financial statements of the District. The schedule of expenditures of 
federal awards has been subjected to the auditing procedures applied in the audit of the basic financial 
statements and, in our opinion, is fairly stated, in all material respects in relation to the basic financial 
statements taken as a whole. 

Springfield, Ohio 
December 13, 2010�
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Mad River Local School District 
Notes to the Basic Financial Statements 
For The Fiscal Year Ended June 30, 2010� � � � � � � � �
�
�
Note 1 – Description of the District         
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Note 2 – Summary of Significant Accounting Policies      
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Note 4 – Property Taxes          
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Note 6 – Capital Assets          
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Note 7 - Long-Term Liabilities         
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Note 8 – Retirement Incentives          
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Note 9 – Prior Year Defeasance of Debt        
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Note 10 – Capital Leases – Lessee Disclosure       
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Note 11 – Pension Plans          
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Note 12 - Post Employment Benefits        
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Note 18 – Jointly Governed Organization        

Metropolitan Dayton Educational Computer Association 
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Note 19 – Insurance Purchasing Pool/Public Entity Shared Risk Pool    

Insurance Purchasing Pool 
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Mad River Local School District 
Notes to the Required Supplementary Information 
For The Fiscal Year Ended June 30, 2010 � � � � � � � � �
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Note 1 – Budgetary Process           
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MAD RIVER LOCAL SCHOOL DISTRICT
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

FOR THE FISCAL YEAR ENDED JUNE 30, 2010

Federal Agency/ Federal Pass
Pass Through Agency/ CFDA Through
Program Title Number Number Receipts Disbursements

U.S. Department of Agriculture:
Passed through Ohio Department of Education:

Child Nutrition Cluster:
 Non-Cash Assistance (Food Distribution):

National School Lunch Program 10.555 N/A 92,405$            92,405$

Cash Assistance:
National School Breakfast Program 10.553 05-PU 190,733           190,733
National School Lunch Program 10.555 LL-P4 839,739           839,739
National Summer Lunch Program 10.559 24-PU 62,402 62,402
   Cash Assistance Subtotal 1,092,874 1,092,874

Total Nutrition Cluster 1,185,279 1,185,279

Total US Department of Agriculture 1,185,279 1,185,279

U.S. Department of Education:
Impact Aid Grant 84.041 N/A 1,140,850        1,140,850

Passed through Ohio Department of Education:
Special Education Cluster:

Special Education Grants to States 84.027 6B-SF 779,979           952,788
Special Education Grants to States - ARRA 84.391 6B-SF 546,331           614,201
Special Education - Preschool Grants 84.173 PG-S1 31,359             32,894
Special Education - Preschool Grants - ARRA 84.392 PG-S1 18,943 16,060
Total Special Education Cluster 1,376,612        1,615,943

Title I, Part A Cluster
Title I Grants to Local Education Agencies 84.010 C1-S1 924,069           1,155,905
Title I Grants to Local Education Agencies - ARRA 84.389 C1-S1 249,909 202,165
Total Title I, Part A Cluster 1,173,978        1,358,070

Vocational Education Grants 84.048 20-C1 83,532             125,086

Safe and Drug Free Schools and Communities 84.186 DR-S1 20,193             49,688

State Grants for Innovative Programs 84.298 C2-S1 -                   9,021

Education Technology State Grants 84.318 TJ-S1 7,206               13,169
Improving Teacher Quality State Grants 84.367 TR-S1 158,758           191,926

State Fiscal Stabilization Fund - ARRA 84.394 NA 1,388,210 1,382,057

Total U.S. Department of Education 5,349,339 5,885,810

U.S. Department of Health and Human Services:
Passed through Ohio Department of Mental Retardation

and Development Disabilities:
Title XIX - Medicaid Assistance Program 93.778 N/A 39,424 39,424

Total U.S. Department of Health and Human Services 39,424 39,424

Total Federal Assistance 6,574,042$  7,110,513$
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Mad River Local School District 
Notes to the Schedule of Expenditures of Federal Awards 

For the Fiscal Year Ended June 30, 2010 

Note A – Significant Accounting Policies 
The accompanying Schedule of Expenditures of Federal Awards summarizes the activity of the School 
District’s federal award programs. The Schedule has been prepared on the cash basis of accounting. 

Note B – U.S. Department Of Agriculture Programs 
Cash receipts from the U.S. Department of Agriculture are commingled with State and Local funds. It is 
assumed federal monies are expended first.  

Note C – Food Distribution Programs 
Non-monetary assistance, such as food received from the U.S. Department of Agriculture, is reported in 
the Schedule of Expenditures of Federal Awards at the fair market value of the commodities received and 
consumed. At June 30, 2010, the School District had no significant food commodities in inventory. 

Note D – Matching Requirements 
Certain federal programs require the School District to contribute non-federal funds (matching funds) to 
support federally-funded programs. The District has complied with the matching requirements. The 
expenditure of non-federal (matching) funds is not included on the Schedule of Expenditures of Federal 
Awards.

48



 

2525 north limestone street, ste. 103 
springfield, oh 45503 

 
 

www.cshco.com 
p. 937.399.2000 
f. 937.399.5433 

 

cincinnati  |  columbus |  dayton  |  middletown  |  springfield 

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 
 
Board of Education 
Mad River Local School District 
801 Old Harshman Road 
Dayton, Ohio 45431 
 
We have audited the financial statements of the governmental activities, each major fund, and the 
aggregate remaining fund information of the Mad River Local School District (the District), as of and for 
the year ended June 30, 2010, which collectively comprise the District’s basic financial statements and 
have issued our report thereon dated December 13, 2010.   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. 
 
Internal Control Over Financial Reporting  
 
In planning and performing our audit, we considered the District’s internal control over financial reporting 
as a basis for designing our auditing procedures for the purpose of expressing our opinions on the 
financial statements, but not for the purpose of expressing an opinion on the effectiveness of the District’s 
internal control over financial reporting. Accordingly, we do not express an opinion on the effectiveness of 
the District’s internal control over financial reporting. 
 
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 combination of deficiencies, in 
internal control, such that there is a reasonable possibility that a material misstatement of the entity’s 
financial statements will not be prevented, or detected and corrected on a timely basis. 
 
Our consideration of internal control over financial reporting 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 financial 
reporting that might be deficiencies, significant deficiencies or material weaknesses.  We did not identify any 
deficiencies in internal control over financial reporting that we consider to be material weaknesses, as 
defined above.  However, we identified a deficiency in internal control over financial reporting, described in 
the accompanying schedule of findings and questioned costs as item 2010-1 that we consider to be a 
significant deficiency in internal control over financial reporting.  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. 
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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 no instances of noncompliance or other matters that are required to be 
reported under Government Auditing Standards.

The District’s response to the finding identified in our audit is described in accompanying schedule of 
findings and questioned costs.  We did not audit the District’s response and, accordingly, we express no 
opinion on it. 

We noted certain matters that we reported to management of the District, in a separate letter dated 
December 13, 2010. 

This report is intended solely for the information and use of the Board of Education, management, others 
within the District, and federal awarding agencies and pass-through entities and is not intended to be and 
should not be used by anyone other than these specified parties.  

Springfield, Ohio 
December 13, 2010 
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REPORT ON COMPLIANCE WITH REQUIREMENTS THAT 
   COULD HAVE A DIRECT AND MATERIAL EFFECT ON   
   EACH MAJOR PROGRAM AND ON INTERNAL CONTROL OVER 
   COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133 
 
 
Board of Education 
Mad River Local District 
801 Old Harshman Road 
Dayton, Ohio 45431 
 
 
Compliance 
 
We have audited the Mad River Local School District’s (the District) compliance with the types of 
compliance requirements described in the U. S. Office of Management and Budget (OMB) Circular A-133 
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, 2010. The District’s major federal programs are identified in 
the summary of auditor’s results section of the accompanying schedule of findings and questioned costs. 
Compliance with the requirements of laws, regulations, contracts, and grants applicable to each of its 
major federal programs is the responsibility of the District’s management. Our responsibility is to express 
an opinion on the District’s compliance based on our audit. 
 
We conducted our audit of compliance in accordance with auditing standards generally accepted in the 
United States of America; the standards applicable to financial audits contained in Government Auditing 
Standards, issued by the Comptroller General of the United States; and OMB Circular A-133, Audits of 
States, Local Governments, and Non-Profit Organizations.  Those standards and OMB Circular A-133 
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 that our audit provides a reasonable basis for our opinion. 
Our audit does not provide a legal determination on the District’s compliance with those requirements.  
 
In our opinion, the School District, complied, in all material respects, with the 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, 2010.  However, the results of our auditing procedures disclosed an instance of 
noncompliance with those requirements, which is required to be reported in accordance with OMB Circular 
A-133 and which is described in the accompanying schedule of findings and questioned costs as item  
2010-2. 
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Internal Control Over Compliance  

Management of the District is responsible for establishing and maintaining effective internal control over 
compliance with the requirements of laws, regulations, contracts, and grants applicable to federal 
programs. In planning and performing our audit, we considered the District’s internal control over 
compliance with the requirements that could have a direct and material effect on a major federal program 
to determine our auditing procedures for the purpose of expressing our opinion on compliance and to test 
and report on internal control over compliance in accordance with OMB Circular A-133, 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. 

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 deficiencies, significant deficiencies or material weaknesses.  We did not identify any 
deficiencies in internal control over compliance that we consider to be material weaknesses, as defined 
above.  However, we identified a deficiency in internal control over compliance that we consider to be a 
significant deficiency as described in the accompanying schedule of findings and questioned costs as item 
2010-2.   A significant deficiency in internal control over compliance is a deficiency, or 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. 

The District’s response to the finding identified in our audit is described in accompanying schedule of 
findings and questioned costs.  We did not audit the District’s response and, accordingly, we express no 
opinion on it. 

This report is intended solely for the information and use of the Board of Education, management, others 
within the entity and federal awarding agencies and pass-through entities, and is not intended to be and 
should not be used by anyone other than those specified parties. 

Springfield, Ohio 
December 13, 2010 
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Mad River Local School District 
Schedule of Findings and Questioned Costs 

Fiscal Year Ended June 30, 2010

Section I – Summary of Auditors’ Results

Financial Statements

Type of auditors’ report issued:  Unqualified 
Internal control over financial reporting: 
� Material weakness(es) identified?  None noted 
� Significant deficiency(ies) identified not 

considered to be material weakness(es)?  Yes 

Noncompliance or other matters noted?  None noted 

Federal Awards

Internal control over major programs: 
� Material weakness(es) identified?  None noted 
� Significant deficiency(ies) identified not 

considered to be material weakness(es)?  Yes 

Type of auditors’ report issued on compliance for major programs:  Unqualified 

Any audit findings that are required to be reported in accordance  
 with 510(a) of Circular A-133?  Yes 

Identification of major programs: 
Title I, Part A Cluster: 

  CFDA 84.010 – Title I Grants to Local Educational Agencies 
  CFDA 84.389 – Title I Grants to Local Educational Agencies – ARRA 
     
   Special Education Cluster: 
  CFDA 84.027 – Special Education Grants to States 
  CFDA 84.391 – Special Education Grants to States – ARRA 
  CFDA 84.173 – Special Education – Preschool Grants 
  CFDA 84.392 – Special Education – Preschool Grants - ARRA 

 CFDA 84.394 – State Fiscal Stabilization Fund – Education State Grants – ARRA 

Dollar threshold to distinguish between Type A and Type B programs:  $300,000 

Auditee qualified as low-risk auditee?  Yes 
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Section II – Financial Statement Findings

Finding 2010-1 – Payroll Controls 
During the course of our audit, we noted that there is no final supervisory control procedure 
performed during the payroll cycle.  The payroll clerk performs the vast majority of the payroll 
cycle autonomously.  Although, the payroll checking account is reconciled by another 
employee, this segregation of duties is not enough to uncover the creation of a fictitious 
employee, the issuance of an unauthorized payroll check or other potentially fraudulent 
activities associated with the payroll process.   

 We recommend that the Treasurer review payroll reports created during each payroll run and 
initial documentation noting this review prior to payroll being processed 

Management response:  Management concurs with the finding. 

 Section III – Federal Awards Findings and Questioned Costs

 DEPARTMENT OF EDUCATION 
    

Finding 2010-2 – State Fiscal Stabilization Grants to States – ARRA – CFDA No. 84.394, 
Title I Grants to Local Educational Agencies - ARRA - CFDA No. 84.389 
and Special Education Grants to States - ARRA - CFDA No. 84.391 

Condition:   We performed tests to determine if the District was properly reporting vendors that 
received a single payment, from a single ARRA grant, in excess of $25,000 to the Ohio 
Department of Education (ODE) on the 1512 ARRA Subrecipient Vendor report and if the District 
was reasonably reporting Full-Time Equivalency (FTE) (i.e, the number of jobs created and 
saved) to the ODE via the 1512 Testing ARRA FTE spreadsheet.  We noted several payments 
to vendors which appear to meet the criteria to be reported in accordance with ODE 1512 ARRA 
Subrecipient Vendor reporting requirements but were not reported. We also noted 
inconsistencies with quarterly FTE information being reported on the 1512 Testing ARRA FTE 
spreadsheet.

Criteria:  American Recovery and Reinvestment Act of 2009 (ARRA), Section 1512 (b) & (c) 
requires any entity that receives certain Recovery funds directly from the Federal government to 
submit a report to the Federal Agency not later than 10 days after the end of each calendar 
quarter in which the Federal Recovery funds were received.   The District did not receive direct 
ARRA funding. However, the Ohio Department of Education’s American Recovery and
Reinvestment Act Reporting Guidance states that ODE, as a prime recipient of ARRA funding, 
is required to report quarterly to the federal government data on ARRA programs. Further, the 
ODE’s reporting guidance indicates that ODE distributes ARRA funds to local education 
agencies (LEAs) as subrecipients and must collect quarterly data from LEAs to meet the 1512 
reporting requirements associated with ARRA funding.  Thus, the 1512 reporting requirements 
filter down to the District and the District is required to report certain information to ODE. Among 
the items to be reported, the vendor name and zip code are required for each vendor that 
received a single payment, from a single ARRA grant, in excess of $25,000 and the number of 
jobs saved and created using ARRA funds. 

Effect:  The failure to properly report 1512 information in accordance with program requirements 
could cause the ODE's 1512 reporting to be inaccurate. 
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Cause:  The District did not implement specific procedures to ensure that all vendors receiving 
single payments of $25,000, from a single ARRA grant, along with FTE information were 
reported on the ODE 1512 ARRA Subrecipient Vendor report and the 1512 Testing ARRA 
spreadsheet, respectively, were accurately reported on a quarterly basis. 

Recommendation:  We recommend the District implement procedures to ensure that all vendors
receiving single payments of $25,000 are reported on the ODE 1512 ARRA Subrecipient 
Vendor report and all jobs created and saved reported on the 1512 Testing ARRA 
spreadsheet to comply with federal regulations. 

Management response: Management concurs with the finding. 

Section IV – Schedule of Prior Audit Findings and Questioned Costs

None Noted. 
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