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City Council 
City of Monroe 
P.O. Box 330  
Monroe, Ohio 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, 2001 to December 31, 2001.  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. 
 
 
 
 
 
 
 
 
 
JIM PETRO 
Auditor of State 
 
August 19, 2002  
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Independent Accountants' Report on Compliance and Internal Control Over 
Financial Reporting Based on the Audit of the Financial Statements in 

Accordance with Government Auditing Standards 
 
 
 
The Mayor and City Council 
City of Monroe, Ohio 
Monroe, Ohio  
 
 
We have audited the general purpose financial statements of the City of Monroe (City) as of and for 
the year ended December 31, 2001, and have issued our report thereon dated June 4, 2002.  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 the City’s general-purpose 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 Exhibit A as items #01-1 through #01-3. 

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.  Reportable conditions are described in the accompanying Exhibit A as items 
#01-4 and #01-5. 

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, of the reportable conditions described above, we consider item #01-05 to be a material 
weakness.  We also noted other matters involving the internal control over financial reporting and its 
operation that we have reported to the City’s management in a separate letter dated June 4, 2002. 

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 4, 2002 
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Exhibit A 
 
#01-1 
 
Ohio Revised Code Section 5705.39 prohibits a City from appropriating amounts in excess of estimated 
resources plus available balances.  The following were in excess for the year: 
 

Fund Type/Fund Excess 

Special Revenue Funds  
Street  $ 828,970 
State Highway   33,381 
Fire Operation and Maintenance   1,286,643 
Fire 2000 Levy   1,084,402 
Police Law Enforcement   772,807 
Street Lighting   40,750 

Debt Service Fund   487,489 

Enterprise Funds  
Water   418,153 
Sewer   660,429 
Cemetery   10,863 

 
#01-2 
 
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.  The following funds had expenditures plus 
encumbrances in excess of appropriations at the end of the year: 
 

Fund Type/Fund/Function Excess 

General Fund  
General Government  $ 9,526 

Special Revenue Funds  
Fire Levy 2000  

Principal Retirement   500,000 
Interest and Fiscal Charges   56,769 

Street Lighting  
Security of Persons and Property   20,032 

Motor Vehicle License  
Security of Persons and Property   5,134 

Debt Service Fund  
Principal Retirement   116,800 
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Capital Projects Fund  
Park Improvement  

Capital Outlay   6,397 

Enterprise Funds  
Sewer  

Contractual Services   220,714 
Miscellaneous   18 

Water  
Contractual Services   20,822 
Capital Outlay   82,713 
Principal Retirement   1,400,000 
Interest and Fiscal Charges   46,411 
Deposits Refunded   4,185 

Garbage  
Contractual Services   248 

Cemetery  
Materials and Supplies   5,813 

 
#01-3 
 
Ohio Revised Code Section 5705.10 prohibits a City from operating a fund with a deficit balance.  The 
following funds had deficit balances for the year: 
 

Fund Type/Fund Fund Deficit 

Special Revenue Fund  
Street  $ 642,999 
State Highway   34,113 
Fire Operation and Maintenance   1,307,755 
Police Law Enforcement   683,311 
Street Lighting   61,141 

Debt Service Fund   608,883 

Capital Projects Fund  
Park Improvement   34,031 

Enterprise Fund  
Sewer   765,999 

 
 
Amounts from other funds were used to cover the deficits identified. 
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#01-4 Bank Reconciliation 
 
Bank reconciliations are an important internal control used by management to ensure that all cash 
transactions are recorded in the accounting records in a timely manner.  To be effective, they need to be 
performed upon receipt of the bank statement by someone independent of cash receipts and 
disbursements.  Reconciling items need to be investigated and adjustments made to the accounting 
records when necessary.  Management should review the reconciliations to ensure their completion.  This 
procedure is a crucial function in the City’s internal control. 
 
During our audit procedures, we noted that no monthly bank reconciliations for 2002 had been prepared.  
These duties are the responsibility of the Finance Department.   
 
We recommend that bank accounts be reconciled on a timely basis, every month.  All reconciling items 
should be investigated for accuracy.  Timely reconciliations will help safeguard the City’s assets and 
result in more accurate financial reporting. 
 
#01-5 Segregation of Duties 
 
Segregation of accounting duties is an essential element of effective internal controls, involving the 
separation of custody of assets from related recording of transactions.  Currently, the Mayor’s Court Clerk 
receives payments in cash and checks, as well as records the receipt of these payments.  Additionally, the 
Mayor’s Court Clerk is responsible for reconciling the cash receipts to the bank statements.  The Mayor’s 
Court Clerk accounting duties conflict since she is responsible for the custody of assets, recording of the 
related transaction and the monitoring of accounting transactions.  Also, the Tax Department Clerk 
receives payments and is responsible for recording the payment.  This also represents a conflict in 
accounting duties.  
 
Segregation of conflicting duties within the City's Mayor’s Court and Tax Department is difficult because 
of the limited number of personnel.  However, there are compensating controls management could 
implement to reduce the possibility of errors or irregularities going undetected in the normal course of 
business.  We encourage you to limit, to the extent possible, performance of incompatible duties by 
individuals in these departments.  Consider implementing the following changes to improve controls: 
 
• Where review procedures have been implemented to reduce the risk from lack of segregation (i.e., 

having the secretary/treasurer and the bookkeeper review each other's work), demonstrate written 
evidence of this review process, either directly on the item being reviewed or on a daily review log. 
 

• Limit access to actual cash deposits by the employee posting cash receipts to the general ledger by 
having that employee use a cash receipts listing for posting rather than handling daily reports. 
 

• Require employees to take vacations and require other personnel to be cross-trained and able to 
assume daily responsibilities of absent employees. 
 

• Have the Finance Director review the monthly financial statements and related account 
reconciliations for unusual transactions/balances and/or unreconciled amounts. 
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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
AUGUST 29, 2002
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