


            



 

                                

 
 
 
 
 
 
City Council 
City of Monroe 
P.O. Box 330  
Monroe, OH 45050 
 
 
We have reviewed the Independent Auditor's Report of the City of Monroe, Butler County, 
prepared by BKD LLP, for the audit period January 1, 2004 through December 31, 2004.  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 City of Monroe is responsible for compliance with 
these laws and regulations. 
 
 
 
 
 
 
 
 
BETTY MONTGOMERY 
Auditor of State 
 
November 2, 2005  
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Independent Accountants’ Report on Financial Statements 
and Supplementary Information 

 
The Mayor and City Council 
City of Monroe, Ohio 
Monroe, Ohio 
 
 
We have audited the accompanying financial statements of the governmental activities, the business-type 
activities, each major fund, and the aggregate remaining fund information of the City of Monroe, Ohio as 
of and for the year ended December 31, 2004, which collectively comprise the City’s basic financial 
statements as listed in the table of contents.  These financial statements are the responsibility of the City’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 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. 

As described in Note 3, the City has implemented a new financial reporting model, as required by the 
provisions of GASB Statement No. 34, Basic Financial Statements—and Management's Discussion and 
Analysis—for State and Local Governments, as amended and interpreted, as of December 31, 2004 

In our opinion, the financial statements referred to above present fairly, in all material respects, the 
respective financial position of the governmental activities, the business-type activities, each major fund, 
and the aggregate remaining fund information of the City of Monroe, Ohio as of December 31, 2004, and 
the respective changes in financial position and cash flows, where applicable, 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 June 22, 2005, 
on our consideration of the City’s internal control over financial reporting and our tests of its compliance 
with certain provisions of laws, regulations, contracts and grant agreements and other matters.  The 
purpose of that report is to describe the scope of our testing of internal control over financial reporting 
and compliance and the results of that testing, and not to provide an opinion on 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 accompanying management’s discussion and analysis and budgetary information as listed in the table 
of contents are not a required part of the basic financial statements but are supplementary information 
required by the Governmental Accounting Standards Board.  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 City’s basic financial statements.  The accompanying other supplementary information and 
other budgetary information, as listed in the table of contents, is presented for purposes of additional 
analysis and is not a required part of the basic financial statements.  Such information 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. 

We did not audit the information included in the introductory and statistical sections, as listed in the table 
of contents, and accordingly, we do not express an opinion on it. 

 

 

Cincinnati, Ohio 
June 22, 2005 





































































































































































































































 

 

Independent Accountants' Report on Internal Control Over Financial 
Reporting and on Compliance and Other Matters Based on an Audit of the Financial 

Statements Performed in Accordance with Government Auditing Standards 
 
The Mayor and City Council 
City of Monroe, Ohio 
Monroe, Ohio   
 
 
We have audited the financial statements of the governmental activities, the business-type 
activities, each major fund, and the aggregate remaining fund information of the City of Monroe, 
Ohio as of and for the year ended December 31, 2004, which collectively comprise its basic 
financial statements and have issued our report thereon dated June 22, 2005.   As discussed in 
Note 3 to the basic financial statements, the city has implemented a new financial reporting 
model, as required by the provisions of GASB Statement No. 34, Basic Financial Statements – 
and Management’s Discussion and Analysis – for State and Local Governments, as amended and 
interpreted, as of December 31, 2004.  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 Organization'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 an opinion 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 Organization's ability to record, process, summarize and report financial data 
consistent with the assertions of management in the financial statements.  A reportable condition 
is described in the accompanying schedule of findings and responses as item 04-01. 
 
A material weakness is a reportable 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 caused by error or fraud 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 
none of the reportable conditions described above is a material weakness. 



 

 

Compliance and Other Matters 
 
As part of obtaining reasonable assurance about whether the Organization'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 instances of noncompliance 
or other matters that are required to be reported under Government Auditing Standards and 
which are described in the accompanying schedule of findings and responses as items 04-2, 04-3, 
04-4 and 04-5. 
 
We noted certain matters that we reported to the Organization's management in a separate letter 
dated June 22, 2005 
 
This report is intended solely for the information and use of the governing body and management 
and is not intended to be and should not be used by anyone other than these specified parties. 
 
 
 
June 22, 2005 

 



 

 

City of Monroe, Ohio 
Schedule of Findings and Responses 

Year Ended December 31, 2004 
 
Reference 
Number 

  
Finding 

 
04-1. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

  
Criteria or Specific Requirement—Management is responsible for 
establishing and maintained effective internal control over financial 
reporting 
 
Condition—One individual has incompatible duties in cash receipts 
functions 
 
Context—In the Mayor’s Court, there is an individual who has both 
access to cash receipts and recording responsibilities.   
 
Effect—Potentially material misstatements in the financial statements or 
material misappropriations of assets due to error or fraud could occur and 
not be prevented or detected in a timely manner. 
 
Cause—Duties in these areas are not adequately segregated and 
monitoring or other compensating controls are insufficient. 
 
Recommendation—Management should consider the cost benefit of 
segregating these incompatible duties between two or more individuals. 
  
Views of Responsible Officials and Planned Corrective Actions—
Management agrees with the recommendation and is currently 
developing proper segregation of duties to correct the conflicts. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 

 

04-2 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Criteria or Specific Requirement— Ohio Revised Code Section 5705.39 
prohibits a City from appropriating amounts in excess of estimated 
resources plus available balances.   
 
Condition—Appropriations were made in excess of estimated resources 
plus available balances 
 
Context— The following funds were in violation of ORC Section 
5705.39. 
 

Fund Type/Fund Excess 
 
Special Revenue Funds  

Fire Operation and Maintenance  $ 1,550,559 
Police Law Enforcement   619,486 

Debt Service Fund   1,795,779 
 
Capital Projects Funds  

Capital Improvement   646,889 
 
Enterprise Funds  

Sewer   237,105 
Garbage   36,058 

 
Effect—Appropriations were in excess of resources plus available 
balances 
 
Cause—Prior year losses in certain funds resulted in large negative fund 
balances.  
 
Recommendation—Management should develop a plan to eliminate the 
large negative fund balances in the affected funds 
 
Views of Responsible Officials and Planned Corrective Actions— 
The City agrees with the citation.  The City has developed a fiscal 
recovery plan with the State Financial Planning and Supervision 
Commission to eliminate the deficit funds. 
 
 
  
 
 
 
 
 



 

 

04-3 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Criteria or Specific Requirement— Ohio Revised Code Section 
5704.41(B) prohibits a City from having expenditures plus encumbrances 
in excess of appropriations at the end of the fiscal year.  
 
Condition—Expenditures plus encumbrances were in excess of 
appropriations for certain funds at the end of 2004. 
 
Context— The following funds were in violation of ORC Section 
5704.41.(B). 
 

Fund Type/Fund Excess 
 
Special Revenue Funds  

Law Enforcement   5,479 
Fire Escrow Deposit   4,000 

Debt Service Fund   443,187 
 
Capital Projects Funds  

Park Improvement   13,600 
 
Enterprise Funds  

Sewer   141,726 
Water   3,542,056 
Stormwater   99,442 

 
Effect—The City was in violation of ORC Section 5704.41(B). 
 
Cause— There was not full-time fiscal officer in place in 2004 to ensure 
compliance with such financial laws. 
 
Recommendation—Management should review the budgetary 
information, including encumbrances to ensure there encumbrances plus 
expenditures do not exceed appropriations. 
 
Views of Responsible Officials and Planned Corrective Actions—
Management agrees with the citation.  A new fiscal officer was hired in 
March 2005 who will ensure compliance with such matters in the future. 
 
 
 
 
 
 
 
 



 

 

 
04-4 

 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
Criteria or Specific Requirement—Ohio Revised Code Section 5705.10 
prohibits a City from operating a fund with a deficit balance 
 
Condition—Certain funds were operated with a deficit balance. 
 
Context— The following funds were in violation of ORC Section 
5705.10 
 

Fund Type/Fund Excess 
Special Revenue Fund 

 
Fire Operation and Maintenance  $ 1,126,984 
Police Law Enforcement   333,558 

 
Debt Service Fund   831,250 
 
Enterprise Fund  

Sewer   541,363 
 
Effect—The City is operating in violation of ORC Section 5705.10 
 
Cause—Overspending in certain funds in prior years resulted in large 
negative fund balances   
 
Recommendation— Management should develop a plan to eliminate the 
large negative fund balances in the affected funds 
 
Views of Responsible Officials and Planned Corrective Actions—  
Management agrees with the citation.  The City has developed a fiscal 
recovery plan with the State Financial Planning and Supervision 
Commission to eliminate the deficit funds. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 

 

04-5 Criteria or Specific Requirement—Ohio Revised Code Section 5705.41 
prohibits the expenditure of money unless there is a certificate of the 
fiscal officer that the amount required for the order has been lawfully 
appropriated and is in the treasury or in the process of collection.  There 
is an exception to this rule for amounts less than $3,000 ($1,000 until 
April 7, 2003) if a “Then and Now” certification is completed by the 
fiscal officer at the time of the payment.  This certificate, completed prior 
to payment of the invoice must  indicate that both at the time the order 
was made and at the time he is completing his certification, sufficient 
funds were available or in the process of collection, to the credit of the 
appropriate fund and free of encumbrance for the payment.   
 
Additionally, this code section allows “Blanket” and “Super Blanket” 
fiscal officer certificates.  In order to issue these certificates, City Council 
must limit the amount of the certificate.  Blanket certificates need not be 
limited to a specific vendor, but only one blanket certificate may be 
outstanding at one particular time for any one particular line item 
appropriation.  Super blanket certificates can be issued for any amount 
for specific recurring and reasonably predictable operating expenses, but 
again only for a specific line item appropriation.  More than one super 
blanket certificate may be outstanding at one particular time for a 
particular line-item.   
 
Condition—Disbursements were made without the fiscal officer’s 
certification and a “Then and Now” certification was not used.  Blanket 
and super blanket certificates were issued without a limitation by council, 
were not restricted to one line item, and super blanket certificates were 
not identified. 
 
Context—In our sample of 30 disbursements, four were made without the 
fiscal officer’s certification and a “Then and Now” certification was not 
used.    There were more than five blanket certificates that were in 
violation of the Code. 
 
Effect—Funds were spent in violation of ORC 5705.41 
 
Cause—There was no full-time fiscal officer in place in 2004 to ensure 
compliance with such financial laws.  
 
Recommendation— Management should develop procedures to ensure 
compliance with this section of the Ohio Revised Code. 
 
Views of Responsible Officials and Planned Corrective Actions— 
Management agrees with the citation.  A new fiscal officer was hired in 
March 2005 who has developed processes to ensure compliance with 
such matters in the future. 

 



 

 
 
 
 
 
 
 
 

CITY OF MONROE 
 

BUTLER 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 
NOVEMBER 15, 2005 
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