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INDEPENDENT ACCOUNTANTS’ REPORT 
 
 
Oak Tree Montessori, Inc. 
Hamilton County 
20 East Central Parkway 
Cincinnati, Ohio 45202 
 
To the Board of Trustees: 
 
We have audited the accompanying Balance Sheets of Oak Tree Montessori, Inc., Hamilton County, Ohio 
(the School), as of June 30, 2002 and 2001, and the related Statements of Revenues, Expenses, and 
Changes in Fund Equity, and the Statements of Cash Flows for the years then ended.  These financial 
statements are the responsibility of the School’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 financial statements referred to above present fairly, in all material respects, the financial 
position of the School as of June 30, 2002 and 2001, and the results of its operations and the cash flows 
for the years then ended in conformity with generally accepted accounting principles. 
  
The Auditor of State has billed the School for audit services provided for fiscal year 2001.  As of the date of 
this report, the School has been billed $13,000 and has yet to pay $13,000. 
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In accordance with Government Auditing Standards, we have also issued our report dated April 30, 2003, 
on our consideration of the School’s internal control over financial reporting and our tests of its 
compliance with certain provisions of laws, regulations, contracts and grants for the year ended June 30, 
2002.  We previously issued our report dated April 17, 2002, on our consideration of the School’s internal 
control over financial reporting and our tests of its compliance with certain provisions of laws, regulations, 
contracts and grants for the year ended June 30, 2001.  Those reports are 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. 

Betty Montgomery 
Auditor of State 

April 30, 2003 
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INDEPENDENT ACCOUNTANTS’ REPORT ON COMPLIANCE AND ON  
INTERNAL CONTROL REQUIRED BY GOVERNMENT AUDITING STANDARDS 

 
 
Oak Tree Montessori, Inc. 
Hamilton County 
20 East Central Parkway 
Cincinnati, Ohio 45202 
 
To the Board of Trustees: 
 
We have audited the accompanying financial statements of Oak Tree Montessori Inc., Hamilton County, 
Ohio (the School), as of and for the year ended June 30, 2002, and have issued our report thereon dated 
April 30, 2003, wherein we noted that audit services for fiscal year 2001 had not been paid. 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 School’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 
2002-10431-001.  We also noted certain immaterial instances of noncompliance that we have reported to 
management of the School in a separate letter dated April 30, 2003. 
 

Internal Control Over Financial Reporting 
 
In planning and performing our audit, we considered the School’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 School’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 Schedule of Findings as items 2002-10431-001, 2002-10431-002, 2002-
10431-003, and 2002-10431-004. 
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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.  Of the reportable conditions 
described above, we consider item 2002-10431-004 to be a material weakness.  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 the School in a separate letter dated April 30, 2003. 

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

Betty Montgomery 
Auditor of State 

April 30, 2003 
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OAK TREE MONTESSORI, INC. 
HAMILTON COUNTY 

SCHEDULE OF FINDINGS 
JUNE 30, 2002 

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

FINDING NUMBER 2002-10431-001 

Reportable Condition/Noncompliance Citation/Finding for Recovery 

Ohio Rev. Code, Section 33.14(10)(A)(2), states that a community school is subject to Chapters 3309 of 
the Ohio Revised Code.  Ohio Rev. Code Sections 3309.23, 3309.341, 3309.47, 3309.49, require a 
community school to enroll certain employees in the School Employees Retirement System (SERS) and 
to withhold from the employees’ wages a certain percentage of earned wages and to pay over to SERS 
the amounts withheld and a percentage of employer matching contributions.  Contrary to these 
requirements, as of April 3, 2003, the School had not remitted $6,282 of members’ contributions to SERS.  
The School’s Office Manager has contacted a representative of SERS regarding the delinquencies. 

In accordance with the foregoing facts and pursuant to the Ohio Rev. Code requirements described 
above, a Finding for Recovery in favor of SERS, in the amount of $6,282, is issued against Oak Tree 
Montessori, Inc. 

FINDING NUMBER 2002-10431-002 

Reportable Condition 

The School’s monthly bank reconciliations are usually prepared by the School’s Office Manager.  Due to 
turnover in the position of Office Manager, the reconciliation at June 30, 2002, was prepared by the 
School’s Accountant.  The June 30, 2002 reconciliation reported a book balance of $22,905.64 while cash 
reported on the Balance Sheet at June 30, 2002 was $23,473.00.  The difference of $567.36 between the 
reconciled balance on the bank reconciliation and the cash reported on the Balance Sheet could not be 
explained by the School’s Accountant or management. 

Reconciling of cash on a monthly basis can help prevent or detect incomplete or improper postings of 
transactions and also identifies inaccurate balances.  In examining the bank reconciliation at June 30, 
2002 and the corresponding unreconciled difference of $567.36, we scanned monthly bank 
reconciliations for the months after June 30, 2002.   The bank reconciliations prepared for the months 
after June 30, 2002 did not agree to the accounting records and contained amounts which appeared to be 
misstated. 

Each monthly bank reconciliation should be reviewed and approved by management to ensure that the 
reconciliation is accurate, complete, and properly reconciled to the School’s accounting records.  We 
recommend that the School Director and/or Trustees regularly review the monthly bank reconciliation and 
document in writing that such review(s) have been performed.  

FINDING NUMBER 2002-10431-003 

Reportable Condition

The School maintains a cash fund in the School Office which serves as a means for paying for small and 
unexpected expenditures for items such as postage, expenditures incidental to field trips, and certain food 
expenditures for school meetings and functions.  The School sometimes places daily tuition and lunch 
receipts into the cash fund prior to deposit and sometimes replenishes the cash fund directly from daily 
cash receipts.  These practices are likely to result in inaccurate and incomplete recording and reporting of 
daily transactions, and may increase the likelihood that diversions or thefts of cash go undetected due to 
a lack of accountability.  In scanning petty cash records, we also noted that petty cash records had not 
been reconciled or reviewed since June 30, 2002.  The School’s new Office Manager has addressed 
petty cash and is in the process of reconciling the petty cash records. 
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FINDING NUMBER 2002-10431-003 
(Continued) 

We recommend that the Board establish a petty cash policy which specifies the amount of the fund, who 
is authorized to draw monies from the fund, and what types of purchases may be made from the fund.  
The policy should require replenishing the fund by the writing of a check, and should prohibit replenishing 
the fund from undeposited cash.  We also recommend that the School Director regularly review the petty 
cash records to determine that petty cash activity is properly recorded in the accounting records. 

FINDING NUMBER 2002-10431-004 

Reportable Condition/Material Weakness 

In the course of examining accounts receivable related to the School’s infant daycare, pre-school, and 
aftercare programs, we noted that numerous delinquent accounts were included in the accounts 
receivable balance at June 30, 2002.  Many delinquent accounts were of significant dollar amount and 
had been delinquent for up to ten months.   Further examination of these accounts with the School’s 
Office Manager and discussion with the School Director resulted in an audit adjustment to write-off a 
material amount of accounts receivable.  Early in April of 2003, approximately $30,000 of accounts were 
sent to a collection agent.  Management estimated that $22,000 of the $30,000 would not be collectible. 

We recommend that the School adopt procedures and policies for the timely monitoring and write-off of 
accounts receivable.  Procedures might include printing of a monthly accounts receivable report which is 
reviewed by the Trustees and the School Director to identify delinquent accounts and consider collection 
efforts.  Additionally, the School should consider adopting a policy which clearly states the number of 
days that an account can be outstanding before being considered delinquent.    
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OAK TREE MONTESSORI, INC. 
HAMILTON COUNTY 

SCHEDULE OF PRIOR AUDIT FINDINGS 
JUNE 30, 2001 

Finding
Number 

Finding
Summary

Fully
Corrected? 

Not Corrected, Partially Corrected; 
Significantly Different Corrective Action 
Taken; or Finding No Longer Valid; 
Explain:

2001-10431-001 During the period from 
May 1, 2000 through 
February 28, 2002, 
management had 
found that monies 
were missing from the 
School’s petty cash 
fund.  The total 
amount missing was 
$645.  Management  
stated that the monies 
were stolen from the 
desk drawer of the 
Assistant Director 
during periods of time 
in which the drawer 
was unlocked and no 
one was present in the 
office to safeguard the 
monies. 

No School officials made attempts to obtain 
repayment.  However, the finding was 
not repaid, and due to cost factors, the 
School has not pursued the matter 
further.
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