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Federal Grantor/ Pass Through Federal
  Pass Through Grantor Entity CFDA Non-Cash Non-Cash
     Program Title Number Number Receipts Receipts Disbursements Disbursements

U.S. DEPARTMENT OF AGRICULTURE
Passed Through Ohio Department of Education:

Nutrition Cluster:
   Food Distribution Program None 10.550 0 $204,199 0 $111,245

   School Breakfast Program 05-PU 03/04 10.553 228,621 228,621

   National School Lunch Program LL-P4 03/04 10.555 1,038,283 1,038,283

Summer Food Service Program for Children 24-PU 03 10.559 12,976 12,976

Total U.S. Department of Agriculture - Nutrition Cluster 1,279,880 204,199 1,279,880 111,245

U.S. DEPARTMENT OF EDUCATION
Passed Through Ohio Department of Education:

Adult Basic Education Grant AB-S2-03 84.002 (11,416) 0
AB-S2-03 C 11,416 0
AB-S1-03 84,182 43,410
AB-S1-03-C 54,404 54,404
AB-S1-04 207,424 266,359
AB-S2-04 35,431 31,267

0 11,903
Total Adult Basic Education Grant 381,441 407,343

Title I C1-S1-03 84.010 (35,594) 0
C1-S1-04 1,863,943 1,688,136

1,828,349 1,688,136

Special Education Cluster:
Special Education Grants to States 6B-SD-03-P 84.027 15,563 16,601

6B-SF-04-P 9,798 7,227
6B-SF-03P 234,852 215,062
6B-SF-04 1,047,181 1,094,030

Total Special Education Grants to the States 1,307,394 1,332,920
    

   Special Education - Preschool Grant PG-S1-04 84.173 17,987 17,987

Total Special Education Cluster 1,325,381  1,350,907
 

Drug Free Schools Grant - National T4-S1-03 84.184C 13,931 12,200
T4-S1-04-P 40,375 36,022
T4-S1-04 16,456 16,576

Total Drug Free School Grants - National 70,762 64,798

Drug Free Schools Grant - State DR-S1-03 84.186 (5,511) 0
DR-S1-04 57,097 61,896

Total Drug Free Schools Grants - State 51,586 61,896

(Continued)
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Federal Grantor/ Pass Through Federal
  Pass Through Grantor Entity CFDA Non-Cash Non-Cash
     Program Title Number Number Receipts Receipts Disbursements Disbursements

MIDDLETOWN CITY SCHOOL DISTRICT

BUTLER COUNTY 

SCHEDULE OF FEDERAL AWARDS EXPENDITURES
FOR THE YEAR ENDED JUNE 30, 2004

Eisenhower Grant MS-S1-00 84.281 (473) 0

Title VI, Part A - Innovative Education Programs C2-S1-03 84.298 (15,956) 0
C2-S1-04 25,520 31,802

Total Title VI, Part A - Innovative Education 9,564 31,802

 Technology Literacy Fund Grants TJ-S1-03 84.318 (2,048) 0
TJ-S1-04 24,132 17,922
TJ-SL-04 158,000 138,757

Total Technology Literacy Fund Grants 180,084 156,679

Title I - Comprehensive School Reform RF-CC-03 84.332 19,439 14,933
RF-CC-04 11,450 0
RF-S2-02 (4,867) 0
RF-S3-03 50,000 39,070

Total Title I - Comprehensive School Reform 76,022 54,003

Assistive Technology Infusion Project AT-S4-02 84.352A 2,608 2,608

Title III - Limited English Proficiency T3-S1-04 84.365 3,190 2,396

Improving Teacher Quality State Grant (Title II) TR-S1-03 84.367 142,454 63,005
TR-S1-04 541,834 494,928

Total Improving Teacher Quality State Grant (Title II) 684,288 557,933

Total Department of Education 4,612,802 4,378,501

U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES
Passed Through Ohio Department of Mental Retardation

and Developmental Disabilities

Medical Assistance Program None 93.778 277,009 277,009

Total Department of Health and Human Services 277,009 277,009

TOTAL FEDERAL ASSISTANCE $6,169,691 $204,199 $5,935,390 $111,245

The accompanying notes to this schedule are an integral part of this schedule.
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MIDDLETOWN CITY SCHOOL DISTRICT 
BUTLER COUNTY 

 
NOTES TO SCHEDULE OF FEDERAL AWARDS EXPENDITURES 

YEAR ENDED JUNE 30, 2004 
 
NOTE A -- SIGNIFICANT ACCOUNTING POLICIES 
 
The accompanying Schedule of Federal Awards Expenditures (the Schedule) summarizes activity of the 
District’s federal award programs. The schedule has been prepared on the cash basis of accounting. 
 
NOTE B -- FOOD DISTRIBUTION 
 
Nonmonetary assistance, such as food received from the U.S. Department of Agriculture, is reported in 
the Schedule at the fair market value of the commodities received and consumed.  At June 30, 2004, the 
District had food commodities in inventory. 
 
NOTE C -- MATCHING REQUIREMENTS 
 
Certain Federal programs require that the District contribute non-Federal funds (matching funds) to 
support the Federally-funded programs. The District has complied with the matching requirements.   The 
expenditure of non-Federal matching funds is not included on the Schedule. 
 
NOTE D -- TRANSFER OF ADULT BASIC EDUCATION FUNDS, CFDA# 84.002 
 
During the audit period the District had $11,416 of Adult Basic Education funds, of fiscal year 2003 (AB-
S2-03) transferred to fiscal year 2003 C (AB-S2-03 C).  The accompanying schedule of federal awards 
expenditures has been modified to reflect this transfer. 
 
NOTE E -- TRANSFER OF TITLE I PART A CSEA FUNDS, CFDA# 84.010 
 
During the audit period the District had $35,594 of Title I, Part A CSEA of fiscal year 2003 (C1-S1-03) 
monies transferred to fiscal year 2004 (C1-S1-04).  The accompanying schedule of federal awards 
expenditures has been modified to reflect this transfer.  Fiscal year 2003 expenditures of $241,647 are 
included with fiscal year 2004 expenditures on the schedule of federal awards expenditures which were 
assumed to be spent first. 
 
NOTE F -- TRANSFER OF DRUG FREE SCHOOL FUNDS, CFDA# 84.186 
 
During the audit period the District transferred $5,511 of DR-S1-03 funds to DR-S1-04 funds.  The 
accompanying schedule of federal awards expenditures has been modified to reflect this transfer.  Fiscal 
year 2003 expenditures of $4,621 are included with fiscal year 2004 expenditures on the schedule of 
federal awards expenditures which were assumed to be spent first. 
 
NOTE G—REFUND OF EISENHOWER PROFESSIONAL DEVELOPMENT GRANT, CFDA# 84.281 
 
During the audit period the District refunded $473 of MS-S1-00 to the Ohio Department of Education, 
(ODE) due to the expiration of the period of availability.  The accompanying schedule of federal awards 
expenditures has been modified to reflect the refund as a reduction of cash receipts.   
 
NOTE H--TRANSFER OF INNOVATIVE EDUCATION STRATEGIES FUNDS, CFDA# 84.298 
 
During the audit period the District transferred $15,956 of C2-S1-03 funds to C2-S1-04.  The 
accompanying schedule of federal awards expenditures has been modified to reflect the transfer.  Fiscal 
year 2003 expenditures of $4,679 are included with fiscal year 2004 expenditures on the schedule of 
federal awards expenditures which were assumed to be spent first. 
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NOTE I--TRANSFER OF Title II-D EDUCATIONAL TECHNOLOGY LITERACY FUNDS, CFDA# 84.318 
 
During the audit period the District transferred $2,048 of TJ-S1-03 funds to TJ-S1-04.  The accompanying 
schedule of federal awards expenditures has been modified to reflect the transfer as a reduction of cash 
receipts for the fiscal year 2003 project and as a cash receipt for the fiscal year 2004 project. 
 
NOTE J--REFUND OF TITLE I COMPREHENSIVE SCHOOL REFORM GRANT FUNDS, CFDA# 84.332 
 
During the audit period the District refunded $4,867 of RF-S2-02 to ODE due to the expiration of the 
period of availability.  The accompanying schedule of federal awards expenditures has been modified to 
reflect the refund as a reduction of cash receipts. 
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INDEPENDENT ACCOUNTANTS’ REPORT ON COMPLIANCE AND ON  
INTERNAL CONTROL REQUIRED BY GOVERNMENT AUDITING STANDARDS 

 
 
Middletown City School District 
Butler County 
1515 Girard Avenue 
Middletown, Ohio 45044 
 
To the Board of Education: 
 
We have audited the financial statements of the governmental activities, each major fund and the 
aggregate remaining fund information of the Middletown City School District, Butler County, Ohio (the 
District), as of and for the year ended June 30, 2004, which collectively comprise the District’s basic 
financial statements and have issued our report thereon dated February 28, 2005, in which we noted that 
the District reclassified activity formerly reported in the enterprise funds and as a business type activity to 
special revenue funds and governmental activity.  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 District’s financial statements are free of 
material misstatement, we tested its compliance with certain provisions of laws, regulations, contracts and 
grants, noncompliance with which could directly and materially affect 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 we must report under Government Auditing Standards which 
are described in the accompanying schedule of findings as items 2004-001 through 2004-008.  We also 
noted certain immaterial instances of noncompliance that we have reported to the District’s management in 
a separate letter dated February 28, 2005.   
 

Internal Control Over Financial Reporting 
 

In planning and performing our audit, we considered the District’s internal control over financial reporting to 
determine our auditing procedures for the purpose of expressing our opinions 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 District’s ability to record, process, summarize and report financial data 
consistent with management’s assertions in the financial statements.  Reportable conditions are described 
in the accompanying schedule of findings as items 2004-001, and 2004-003 through 2004-008.  
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Middletown City School District 
Butler County 
Independent Accountants’ Report on Compliance and on   
  Internal Control Required by Government Auditing Standards 
Page 2 
 
 
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 over financial reporting that might be reportable conditions and, accordingly, would not  
necessarily disclose all reportable conditions that are also considered to be material weaknesses.  We 
consider items 2004-005 through 2004-008 listed above to be material weaknesses. 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 the District’s management in a separate letter dated February 28, 2005.   
 
This report is intended solely for the information and use of management, the Board of Education 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. 
 
 
 
 
 
Betty Montgomery 
Auditor of State 
 
 
February 28, 2005 
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INDEPENDENT ACCOUNTANTS’ REPORT ON COMPLIANCE WITH REQUIREMENTS 
APPLICABLE TO MAJOR FEDERAL PROGRAMS AND INTERNAL CONTROL OVER 

COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133 
 
 

Middletown City School District 
Butler County 
1515 Girard Avenue 
Middletown, Ohio 45044 
 
To the Board of Education: 
 

Compliance 
 
We have audited the compliance of  the District with the types of compliance requirements described in the 
U.S. Office of Management and Budget (OMB) Circular A-133, Compliance Supplement that are applicable 
to each of its major federal programs for the year ended June 30, 2004.  The District’s major federal 
programs are identified in the summary of auditor’s results section of the accompanying schedule of 
findings.  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 
occurred with the types of compliance requirements referred to above that could have a direct and material 
effect on a major federal program.  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 District complied, in all material respects, with the requirements referred to above that 
are applicable to each of its major federal programs for the year ended June 30, 2004.   
 

Internal Control Over Compliance  
 
The management of the District is responsible for establishing and maintaining effective internal control 
over compliance with 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 requirements that could have a direct and material effect on a major federal program in 
order 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. 
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Middletown City School District 
Butler County 
Independent Accountants’ Report on Compliance With Requirements Applicable to 
  Each Major Federal Program and Internal Control Over Compliance 
  In Accordance With OMB Circular A-133 
Page 2 
 
 
Our consideration of the internal control over compliance would not necessarily disclose all matters in the 
internal control that might be material weaknesses.  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 noncompliance with applicable requirements of laws, regulations, contracts and grants 
that would be material in relation to a major federal program being audited may occur and not be detected 
within a timely period by employees in the normal course of performing their assigned functions.  We 
noted no matters involving the internal control over compliance and its operation that we consider to be 
material weaknesses.  

 
Schedule of Federal Awards Expenditures 

 
We have audited the General Fund, Emergency Levy Fund, Debt Service Fund, Building Fund, and Other 
Governmental Funds of the District as of and for the year ended June 30, 2004, and have issued our 
report thereon dated February 28, 2005, wherein we noted that the District reclassified activity formerly 
reported in the enterprise funds and as a business type activity to special revenue funds and 
governmental activity. Our audit was performed for the purpose of forming an opinion on the basic 
financial statements taken as a whole.  The accompanying schedule of federal awards expenditures is 
presented for purposes of additional analysis as required by OMB Circular A-133 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.  In our opinion is fairly stated, in all material 
respects, in relation to the basic financial statements taken as a whole. 
 
This report is intended for the information and use of management, the Board of Education, 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. 
 
 
 
 
 
Betty Montgomery 
Auditor of State 
 
 
February 28, 2005 
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MIDDLETOWN CITY SCHOOL DISTRICT 
BUTLER COUNTY 

 
SCHEDULE OF FINDINGS 

OMB CIRCULAR A -133 § .505 
JUNE 30, 2004 

 
1. SUMMARY OF AUDITOR’S RESULTS 

 
(d)(1)(i) Type of Financial Statement Opinion Unqualified 

(d)(1)(ii) Were there any material control 
weakness conditions reported at the 
financial statement level (GAGAS)? 

Yes 

(d)(1)(ii) Were there any other reportable 
control weakness conditions reported 
at the financial statement level 
(GAGAS)? 

Yes 

(d)(1)(iii) Was there any reported material non-
compliance at the financial statement 
level (GAGAS)? 

Yes 

(d)(1)(iv) Were there any material internal 
control weakness conditions reported 
for major federal programs? 

No 

(d)(1)(iv) Were there any other reportable 
internal control weakness conditions 
reported for major federal programs? 

No 

(d)(1)(v) Type of Major Programs’ Compliance 
Opinion 

Unqualified 

(d)(1)(vi) Are there any reportable findings 
under § .510? 

No 

(d)(1)(vii) Major Programs (list): CFDA #93.778: Title XIX: Medical Assistance 
Program 
CFDA #84.010: Title I 

(d)(1)(viii) Dollar Threshold: Type A\B Programs Type A: > $300,000 
Type B: all others 

(d)(1)(ix) Low Risk Auditee? Yes 
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Butler County 
Schedule of Findings 
Page 2 
 

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

 
FINDING NUMBER 2004-001 

 
Material Noncompliance/Reportable Condition 
 
Ohio Rev. Code, Section 5705.41 (D), requires that no subdivision or taxing unit shall make any contract 
or give any order involving the expenditure of money unless there is attached thereto a certificate of the 
fiscal officer of the subdivision that the amount required to meet the obligation has been lawfully 
appropriated for such purpose and is in the treasury or in the process of collection to the credit of an 
appropriate fund free from any previous encumbrances.  This certificate need be signed only by the 
subdivision’s fiscal officer.  Every contract made without such a certificate shall be void, and no warrant 
shall be issued in payment of any amount due thereon. 
 
This Section also provides for two exceptions to the above requirements: 
 
A. Then and Now Certificates - If no certificate is furnished as required, upon receipt of the fiscal 

officer’s certificate that a sufficient sum was, both at the time of the contract or order and at the time 
of the certificate, appropriated and free of any previous encumbrances, the Board may authorize 
the issuance of a warrant in payment of the amount due upon such contract or order by resolution 
within 30 days from the receipt of such certificate. 

 
B. If the amount involved is less than $3,000, the Treasurer may authorize payment through a Then 

and Now Certificate without affirmation of the Board, if such expenditure is otherwise valid. 
 
The District did not properly certify the availability of funds for 38% of expenditures tested; 3% were due 
to a lack of a date on the invoice and a missing invoice.  The expenditure missing an invoice was 
determined to be an appropriate expenditure through additional auditing procedures.  Neither of the two 
exceptions listed above were used. 
 
Failure to properly certify the availability of funds can result in overspending funds and negative cash fund 
balances. The Treasurer cannot legally certify payments creating fund cash deficits, such as the deficits 
reported in finding 2004-007.  Effort should be made by the District to properly utilize the encumbrance 
method of accounting by certifying the availability funds on properly approved purchase orders.  We 
recommend the District obtain approved purchase orders, which contain the fiscal agent’s certification 
indicated by a signature that the amount required to meet the obligation has been lawfully appropriated 
and authorized, prior to making a commitment.   
 

FINDING NUMBER 2004-002 
 
Material Noncompliance 
 
Ohio Rev. Code, Section 9.38, states public money must be deposited with the treasurer of the public 
office or to a designated depository on the business day following the day of receipt.  If the amount of 
daily receipts does not exceed $1,000 and the receipts can be safeguarded, public offices may adopt a 
policy permitting their officials who receive this money to hold it past the next business day, but the 
deposit must be made no later than 3 business days after receiving it.  Only the legislative authority may 
adopt this policy.  The policy must include provisions and procedures to safeguard the money during the 
intervening period.  If the amount exceeds $1,000 or a lesser amount cannot be safeguarded, the public 
official must then deposit the money on the next business day. 
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Butler County 
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FINDING NUMBER 2004-002  
(Continued) 

 
Seventy-two percent of athletic ticket sales tested were not deposited on the next business day, with the 
time of deposits ranging from three days to four weeks. Not depositing funds timely could allow for the 
misappropriation of District funds and also could result in the loss of interest revenue.  We recommend 
the District deposit all funds received by the next business day. 
 

FINDING NUMBER 2004-003 
 
Material Noncompliance/Reportable Condition 
 
Ohio Rev. Code, Section 149.351, requires that all records that are the property of the public office 
concerned shall not be removed, destroyed, mutilated, transferred, or otherwise damaged or disposed of, 
in whole or in part, except as provided by law or under the rules adopted by the records commission 
provided for under sections 149.38 to 149.42 of the Revised Code.  Board Policy EHA states “All records 
are the property of the District and shall not be removed, destroyed, mutilated, transferred, or otherwise 
damaged or disposed of, in whole or part, except as provided by law or under the rules adopted by a 
School Records Commission.  Such records shall be delivered by outgoing officials and employees to 
their successors and shall not be otherwise removed, transferred or destroyed unlawfully.” 
  
During our testing of Student Activities 26 receipt transactions were selected from 12 different advisors.  
Seven of the advisors did not provide any documentation for receipts collected for fund raisers.  It was 
indicated by certain advisors that they did not keep documentation.  Other advisors indicated they could 
not produce documentation, but referred us to the High School Finance Secretary.  Additionally, the 
District disposed of all Meijer credit card statements at year-end rather than as stated in the District Policy 
and one out of five (20%) of the American Express credit card statements tested was also disposed of 
rather than as stated in the District Policy. 
 
We recommend that all student activity sponsors (and all District Employees) maintain their records in 
compliance with aforementioned Ohio Revised Code and District Policy which states that “financial 
records must be kept for not less than 10 years and may only be destroyed in accordance with the 
provisions of Ohio Law and concurrence of the District records commission, the Auditor of State and the 
Ohio Historical Society.” 
 

FINDING NUMBER 2004-004 
 
Material Noncompliance/Reportable Condition 
 
Ohio Rev. Code, Section 5705.36, states that on or about the first day of each fiscal year, the fiscal 
officers of subdivisions and other taxing units are to certify to the county auditor the total amount from all 
sources which is available for expenditures from each fund in the tax budget along with any 
unencumbered balances that existed at the end of the preceding year. The District did not certify the total 
amount from all sources for the audit period. Therefore, the certificate of estimated resources was not 
updated to include actual June 30, 2003 unencumbered fund balances.  This causes the District to base 
appropriation limits on inaccurate information.  The District should certify to the county auditor the total 
amount from all sources. 
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FINDING NUMBER 2004-005 
 
Material Noncompliance/Material Weakness 
 
Ohio Rev. Code, Section 5705.36, allows all subdivisions to request increased amended certificates of 
estimated resources and reduced amended certificates upon determination by the fiscal officer that 
revenue to be collected will be greater or less than the amount in the official certificate of estimated 
resources. The District did not obtain amended certificates of estimated resources from the County 
Auditor when needed. As a result, there were negative variances between estimated and actual revenue 
in the following funds as listed below. Failure to obtain amended certificates could result in overspending 
funds and negative fund cash balances. The District should request increased or reduced amended 
certificates as estimated revenue is greater or less than the amount in the official certificate of estimated 
resources. 
  

 ESTIMATED Less   
Est. 

Receipts  
7/1/03 
Fund   

 RESOURCES Unencum-   vs.  Balances   
 Original bered Estimated Actual 

Act. 
Receipts  Plus Act. Actual  

FUNDS Certificate 
7/1/03 
Bal. Receipts Receipts Variance  Receipts Disb. Variance 

          
Special Revenue Funds:          
573 – Title V          69,166         9,943  

       
59,223  

         
9,564  

        
(49,659)  

   
31,717  

       
31,802      (85) 

          
Enterprise Funds:          

006 - Food Service     3,302,994         4,919  
  
3,298,075 

  
2,554,275 

      
(743,800)  

  
2,559,194  

  
2,739,481 

  
(180,287) 

009 - Uniform School Supply          95,803         7,803  
       
88,000  

       
85,193  

          
(2,807)  

   
182,471  

     
201,335    (18,864) 

          
 
 

FINDING NUMBER 2004-006 
 
Material Noncompliance/Material Weakness 
 
Ohio Rev. Code, Section 5705.39, states that the total appropriation from each fund shall not exceed the 
total estimated revenue. No appropriation measure is to become effective until the county auditor files a 
certificate that the total appropriations from each fund do not exceed the total official estimate or 
amended official estimate. The County Auditor did not certify that appropriations do not exceed the 
estimated resources because the District did not submit original appropriations to the County Auditor. As 
a result of this and the fact that the District did not obtain amended certificates of estimated resources as 
needed, appropriations exceeded estimated resources in the following funds as listed below (next page). 
The District should not appropriate in excess of estimated resources. 
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FINDING NUMBER 2004-006  
(Continued) 

 
 ESTIMATED APPROPRIATIONS Appropriations 
 RESOURCES Appropriation vs. 

 Original Resolution 
Estimated 
Resources 

FUNDS Certificate Final Variance 

    

General Fund   50,301,352               54,959,318  
                
(4,657,966) 

    
Special Revenue Funds:    

401 - Auxiliary Services        698,775                    712,901  
                     
(14,126) 

440 - Entry Year Programs                  -                        14,698  
                     
(14,698) 

460 - Student Intervention                  -                      151,706  
                   
(151,706) 

463 - Alternative Schools        325,962                    333,970  
                       
(8,008) 

501 - Adult Basic Education (ABLE)        424,630                    479,656  
                     
(55,026) 

516 - Title VI-B (IDEA- Special Ed.)        950,037                 1,648,501  
                   
(698,464) 

551 - Title III (Limited English Proficiency)                  -                          2,396  
                       
(2,396) 

587 - IDEA Preschool Grant for Hndcp.          17,733                      17,987  
                          
(254) 

590 - Title II-A (Improving Teacher 
Quality)        402,075                    694,916  

                   
(292,841) 

599 - Miscellaneous Federal Grants          44,875                    316,947  
                   
(272,072) 

    
Debt Service Fund:    

002 - Bond Retirement        353,010               77,496,910  
              
(77,143,900) 

    
Capital Projects Fund:    

004 - Building Fund                  -                   1,443,067  
                
(1,443,067) 

    
Enterprise Funds:    

009 - Uniform School Supply          95,803                    235,304  
                   
(139,501) 
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FINDING NUMBER 2004-007 
 
Material Noncompliance/Material Weakness 
 
Ohio Rev. Code, Section 5705.10, states that money paid into a fund must be used only for the purposes 
for which such fund has been established. As a result, a negative fund cash balance indicates that money 
from one fund was used to cover the expenses of another fund. Significant negative fund cash balances 
existed throughout the year in various funds. The District should monitor fund balances to ensure 
negative fund cash balances do not exist. 
 
 
001 General Fund 

 
May 2004– ($176,997) 

 
006 Food Service Fund 

 
October 2003 through May 2004 – ranged from ($170,652) to ($83,986) 

009 Uniform School 
Supplies Fund 

 
October 2003 through May 2004 – ranged from ($39,985) to ($19,219) 

 
022 Keep Program Tuition 

 
October 2003 through May 2004 – ranged from ($36,682) to ($5,730) 

 
401Auxiliary Services  

 
August 2003 – ($17,530) 

 
447 DPIA Restricted  

 
July 2003 – ($3,568) 

458 IVDL Continuation 
Grant 

 
January 2004 – ($182) 

 
463 Alternative Schools  

 
August 2003 through February 2004 – ranged from ($54,853) to ($3,379) 

516 Title 6B  February 2004 and May 2004 – ranged from ($52,240) to ($39,201)  
 
572 Title I  

 
February 2004 through May 2004 – ranged from ($307,328) to ($80,173) 

587 EHA Preschool 
Grants/Handicapped 

 
February 2004 and March 2004 – ranged from ($14,749) to ($1,799) 

590 Title II-A FY 04  February 2004 and May 2004 – ranged from ($111,661) to ($12,108) 
599 Miscellaneous 
Federal Grants 

 
November 2003 through February 2004 – ranged from ($33,079) to ($7,846) 
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FINDING NUMBER 2004-008 
 
Material Noncompliance/Material Weakness 
 
Ohio Rev. Code, Section 5705.41 (B), states that no subdivision or taxing unit is to expend money unless 
it has been appropriated. The District’s legal level of budgetary control is the fund level. During interim 
testing of the legal level of budgetary control, we noted that disbursements plus encumbrances exceed 
appropriations in the following funds at some time during the three months selected for testing. Failure to 
monitor disbursements and appropriations could result in overspending funds and negative fund cash 
balances. The Treasurer should not certify the availability of funds and should deny payment requests 
exceeding appropriations.  The Treasurer may request the Board of Education to approve increased 
expenditure levels by increasing appropriations and amending estimated resources, if necessary. 
 
 

  Actual  Actual  Actual  
 Appropriation Disburse-  Disburse-  Disburse-  

 Resolution 
ments as 

of  
ments as 

of  
ments as 

of  
FUNDS Original November Variance February Variance May Variance 
        
Special Revenue Funds:        

300 - District Managed Student Act.         215,693 
     
124,404  

    
91,289  

     
184,655  

        
31,038  

     
219,332  

         
(3,639) 

432 – EMIS                   -   
            
167  

       
(167) 

         
3,582  

         
(3,582) 

         
7,511  

         
(7,511) 

440 - Entry Year Programs                   -                  -               -                  -                   -   
         
9,728  

         
(9,728) 

458 - Inter. Video Distance Learning             4,631 
         
1,293  

      
3,338  

         
4,760  

            
(129) 

         
4,760  

            
(129) 

459 - Ohio Reads Grant                592 
         
5,354  

    
(4,762) 

       
29,797  

       
(29,205) 

       
55,051  

       
(54,459) 

460 - Student Intervention                   -                  -               -   
       
39,236  

       
(39,236) 

       
55,950  

       
(55,950) 

463 - Alternative Schools         321,931 
     
218,967  

  
102,964  

     
268,853  

        
53,078  

     
329,934  

         
(8,003) 

499 - Miscellaneous State Grants           32,573 
       
21,398  

    
11,175  

       
67,198  

       
(34,625) 

       
94,094  

       
(61,521) 

501 - Adult Basic Education (ABLE)         369,582 
     
178,049  

  
191,533  

     
278,114  

        
91,468  

     
385,567  

       
(15,985) 

514 - Eisenhower Prof. 
Development                   -   

            
473  

       
(473) 

            
473  

            
(473) 

            
473  

            
(473) 

599 - Miscellaneous Federal Grants           89,149 
     
103,358  

  
(14,209) 

     
214,045  

     
(124,896) 

     
239,887  

     
(150,738) 

        
Debt Service Fund:        

002 - Bond Retirement         257,250 
         
1,200  

  
256,050  

     
255,439  

          
1,811  

     
284,466  

       
(27,216) 

        
Enterprise Funds:        

006 - Food Service      1,500,000 
  
1,073,157  

  
426,843  

  
1,787,095  

     
(287,095) 

  
2,601,243  

  
(1,101,243) 

009 - Uniform School Supply         100,000 
     
179,659  

  
(79,659) 

     
187,206  

       
(87,206) 

     
202,236  

     
(102,236) 

012 - Adult Education           58,250 
       
54,340  

      
3,910  

       
63,929  

         
(5,679) 

       
72,556  

       
(14,306) 

        
Expendable Trust & Agency Funds:        

022 - District Agency           74,500 
       
33,989  

    
40,511  

       
57,054  

        
17,446  

       
86,527  

       
(12,027) 
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3. FINDINGS FOR FEDERAL AWARDS  
 
None.   
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INDEPENDENT ACCOUNTANTS’ REPORT 
 
 
Middletown City School District 
Butler County 
1515 Girard Avenue 
Middletown, Ohio  45044 
 
To the Board of Education: 
 
We have audited the accompanying financial statements of the governmental activities, each major fund, 
and the aggregate remaining fund information of the Middletown City School District, Butler County, Ohio 
(the District), as of and for the year ended June 30, 2004, 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 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 Middletown City School District, Butler County, Ohio, as of June 30, 2004, and the 
respective changes in financial position, where applicable, thereof for the year then ended in conformity 
with accounting principles generally accepted in the United States of America.  
 
As described in Note 20, for the fiscal year ended June 30, 2004, the District reclassified activity formerly 
reported in the enterprise funds and as a business type activity to special revenue funds and 
governmental activity.  
 
In accordance with Government Auditing Standards, we have also issued our report dated February 25, 
2005, on our consideration of the District’s internal control over financial reporting and our tests of its 
compliance with certain provisions of laws, regulations, contracts and grants.  That report is 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. 
 
The Management’s Discussion and Analysis and the budgetary information for the General and the 
Emergency Levy funds are not a required part of the basic financial statements but are supplementary 
information the Governmental Accounting Standards Board requires.  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.   
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We conducted our audit to form opinions on the financial statements that collectively comprise the 
District’s basic financial statements.  The introductory section, combining and individual non-major fund 
statements and statistical tables are presented for additional analysis and are not a required part of the 
basic financial statements.  We subjected the combining and individual non-major fund statements to the 
auditing procedures applied in the audit of the basic financial statements.  In our opinion, this information 
is fairly stated in all material respects in relation to the basic financial statements taken as a whole.  We 
did not subject the introductory section and statistical tables to the auditing procedures applied in the 
audit of the basic financial statements and, accordingly, we express no opinion on them.   
 
 

 
 
 

Betty Montgomery 
Auditor of State 
 
 
February 25, 2005 
 











































































































































































































































 
 
 
 
 
 
 
 
 

MIDDLETOWN CITY SCHOOL DISTRICT 
  

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 
MAY 5, 2005 
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