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250 West Court Street
Suite 150 E
Cincinnati, Ohio 45202
Telephone 513-361-8550

800-368-7419
Facsimile  513-361-8577
www.auditor.state.oh.us

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

City of Lebanon
Warren County
50 South Broadway
Lebanon, OH  45036

To the City Council:

We have audited the financial statements of the City of Lebanon, Warren County, Ohio (the City) as of and
for the year ended December 31, 1999, and have issued our report thereon dated May 26, 2000.  We
conducted our audit in accordance with generally accepted auditing standards and the standards applicable
to financial audits contained in Government Auditing Standards, issued by the Comptroller General of the
United States.

Compliance

As part of obtaining reasonable assurance about whether the City’s financial statements are free of material
misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts
and grants, noncompliance with which could have a direct and material effect on the determination of
financial statement amounts.  However, providing an opinion on compliance with those provisions was not
an objective of our audit and, accordingly, we do not express such an opinion. The results of our tests
disclosed no instances of noncompliance that are required to be reported under Government Auditing
Standards.  However, we noted certain immaterial instances of noncompliance that we have reported to
management of the City in a separate letter dated May 26, 2000.

Internal Control Over Financial Reporting
 
In planning and performing our audit, we considered the City’s internal control over financial reporting in
order to determine our auditing procedures for the purpose of expressing our opinion on the financial
statements and not to provide assurance on the internal control over financial reporting.  However, we noted
certain matters involving the internal control over financial reporting and its operation that we consider to
be reportable conditions.  Reportable conditions involve matters coming to our attention relating to significant
deficiencies in the design or operation of the internal control over financial reporting that, in our judgment,
could adversely affect the City’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 as item 1999-20483-001.

 A material weakness is a condition in which the design or operation of one or more of the internal control
components does not reduce to a relatively low level the risk that misstatements in amounts that would be
material in relation to the financial statements being audited may occur and not be detected within a timely
period by employees in the normal course of performing their assigned functions.  Our consideration of the
internal control over financial reporting would not necessarily disclose all matters in the internal control that
might be reportable conditions and, accordingly, would not necessarily disclose all reportable conditions that
are also considered to be material weaknesses.  However, we believe  the reportable condition described
above is not a material weakness. We 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 City is a
separate letter dated May 26, 2000.
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This report is intended for the information and use of the finance committee, management, City Council, and
other regulatory agencies, and is not intended to be and should not be used by anyone other than these
specified parties.

Jim Petro
Auditor of State

May 26, 2000
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CITY OF LEBANON
SCHEDULE OF FINDINGS

DECEMBER 31, 1999

FINDING NUMBER  1999-20483-001

Internal Control/Government Oversight

City Council should monitor financial activity closely.  We believe the following conditions indicate a need
for increased oversight of Council:

• Council does not receive monthly finance reports for review.

• Council approved a large transfer which funded the Early Retirement Incentive buyouts for possibly
ineligible employees.  Council did not question the payments regarding the Early Retirement
Incentive buyouts until the following month and after the payments had been made.

• Expenditures were made without original invoices.  The City paid for airfare for two Council
members without the original invoice from the travel agency.  The City also paid for three employees
to attend training, but only received invoices from two of them.  We were able to perform additional
procedures to determine that these expenditures were for a proper public purpose.

• An employee of the City circumvented the controls in place to monitor contract spending. All
contracts should be approved by City Council before a contract is entered into by the City.  The City
received invoices for engineering contract work that was never authorized by City Council.

To enhance accountability and to strengthen internal accounting controls, we recommend: 

• Council review and approved monthly reports generated by the Finance Department, such as the
monthly detail trial balance.  This review should be documented in the minutes.

• Council should require documentation of any large and/or unusual transfers between funds.

• The City should pay bills from original invoices to ensure that expenditures were for a proper public
purpose. 

• We recommend that City Council adhere to their policy to prevent City employees from entering into
a contract without prior approval of the City Council. 

Council should carefully review information and make appropriate inquiries to help determine the continued
integrity of financial information.  This information also provides important data necessary to manage the
City.

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



            





















































































































































































































































































































































































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

Telephone 614-466-4514
800-282-0370

Facsimile  614-466-4490

CITY OF LEBANON

WARREN COUNTY

CLERK'S CERTIFICATION
This is a true and correct copy of the report which is required to be filed in the Office
of the Auditor of State pursuant to Section 117.26, Revised Code, and which is filed
in Columbus, Ohio.

CLERK OF THE BUREAU

CERTIFIED
JULY 18, 2000
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