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Board of Education 
Hillsboro City School District 
338 West Main Street    
Hillsboro, Ohio  45133 
 
 
We have reviewed the Independent Auditor’s Report of the Hillsboro City School District, 
Highland County, prepared by Balestra, Harr & Scherer, CPAs, Inc., for the audit period July 1, 
2005 through June 30, 2006.  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 Hillsboro City School District is responsible for 
compliance with these laws and regulations. 
 
 
 
 
 
 
 
 
Mary Taylor, CPA  
Auditor of State 
 
April 16, 2007  
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Independent Auditor’s Report 

 
Members of the Board 
Hillsboro City School District 
338 West Main Street 
Hillsboro, Ohio  45133 

We have audited the accompanying financial statements of the governmental activities, each major fund, and the 
remaining fund information of the Hillsboro City School District, Highland County, Ohio, (the District) as of and for 
the year ended June 30, 2006, 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 the 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 District as of June 30, 2006, 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 February 28, 2007, on our 
consideration of the District’s internal control over financial reporting and on 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 Management’s Discussion and Analysis and budgetary comparison information on pages 3 through 10 and 46 
through 48 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 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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Members of the Board 
Hillsboro City School District 
Independent Auditor’s Report 
Page 2 
 
Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise 
the District’s basic financial statements.  The accompanying schedule of federal awards expenditures is presented 
for purposes of additional analysis as required by the U.S. Office of Management and Budget Circular A-133, Audits 
of States, Local Governments, and Non-Profit Organizations, 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. 
 
As described in Note 19, the District implemented Governmental Accounting Standards Board (GASB) Statement 
No. 42, Accounting and Financial Reporting for Impairment of Capital Assets and for Insurance Recoveries, GASB 
Statement No. 46, Net Assets Restricted by Enabling Legislation, and GASB Statement No. 47, Accounting for 
Termination Benefits. 
 

 

Balestra, Harr & Scherer, CPAs, Inc. 
February 28, 2007 
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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

United States Department of Agriculture
Passed through Ohio Department of Education
Nutrition Cluster:
School Breakfast Program O5PU 10.553 $59,550 $0 $59,550 $0
National School Lunch Program LLP4 10.555 273,336 0 273,336 0
Total Nutrition Cluster 332,886 0 332,886 0

Food Donation NA 10.550 0 46,170 0 46,170

Total United States Department of Agriculture 332,886 46,170 332,886 46,170

United States Department of Education
Passed through Ohio Department of Education
Title I Grants to Local Educational Agencies C1S1 84.010 779,753 0 874,749 0
Title I Grants to Local Educational Agencies C1SD 84.010 7,123 0 7,526 0

Special Education Cluster
Special Education - Grants to States 6BPB 84.027 15,090 0 9,526 0
Special Education - Grants to States 6BSF 84.027 565,051 0 645,135 0
Special Education - Preschool Grants PGS1 84.173 6,950 0 3,372 0
Total Special Education Cluster 587,091 0 658,033 0

Safe and Drug-Free Schools and Communities - National Programs T4S1 84.184C 11,250 0 11,250 0
Safe and Drug-Free Schools and Communities - State Grants DRS1 84.186 20,867 0 20,349 0
Twenty-First Century Community Learning Centers T1S1 84.287 358,630 0 374,305 0
State Grants for Innovative Programs C2S1 84.298 7,223 0 5,639 0
Education Technology State Grants TJS1 84.318 19,698 0 20,356 0
Improving Teacher Quality State Grants TRS1 84.367 131,983 0 162,633 0
Hurricane Education Recovery HR01 84.938 11,750 0 0 0

Passed through the Great Oaks Institute of Technology and Career Development
Vocational Education - Basic Grants to States NA 84.048 7,219 0 7,525 0

Total United States Department of Education 1,942,587 0 2,142,365 0

United States Department of Health and Human Services
Passed through Ohio Department of Mental Retardation and Developmental Disabilities
State Children's Insurance Program NA 93.767 2,576 0 2,576 0
Medical Assistance Program NA 93.778 24,079 0 24,079 0

Total United States Department of Health and Human Services 26,655 0 26,655 0

Total Federal Financial Assistance $2,302,128 $46,170 $2,501,906 $46,170

NA - Not Available

See accompanying notes to the schedule of federal awards expenditures

Hillsboro City School District
Schedule of Federal Awards Expenditures
For the Fiscal Year Ended June 30, 2006

49



Hillsboro City School District 
Notes to the Schedule of Federal Awards Expenditures 

For the Fiscal Year Ended June 30, 2006 
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NOTE A – SIGNIFICANT ACCOUNTING POLICIES 
The accompanying Schedule of Federal Awards Expenditures (the Schedule) is a summary of the activity of the 
District’s federal award programs.  The Schedule has been prepared on the cash basis of accounting. 
 
NOTE B – FOOD DONATION 
Program regulations do not require the District to maintain separate inventory records for purchased food and food 
received from the U.S. Department of Agriculture.  This non-monetary assistance (expenditures) is reported in the 
Schedule at the fair market value of the commodities received. 
 
Cash receipts from the U.S. Department of Agriculture are commingled with State grants.  It is assumed federal 
monies are expended first. 
 
NOTE C – MEDICAL ASSISTANCE PROGRAM 
Receipts for this grant are posted to the general fund.  It is assumed that federal monies are expended first. 
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Report on Internal Control Over Financial Reporting and on Compliance and Other Matters Based on an 

Audit of Financial Statements Performed in Accordance With Government Auditing Standards 
 
Members of the Board 
Hillsboro City School District 
338 West Main Street 
Hillsboro, Ohio  45133 
 
We have audited the accompanying financial statements of the governmental activities, each major fund and the 
aggregate remaining fund information of the Hillsboro City School District (the District), Highland County, as of 
and for the year ended June 30, 2006, which collectively comprise the District’s basic financial statements as listed 
in the table of contents, and have issued our report thereon dated February 28, 2007, wherein we indicated the 
District implemented GASB Statements No. 42, 46, and 47.  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 District’s internal control over financial reporting in order 
to determine our auditing procedures for the purpose of expressing our opinion on the basic financial statements and 
not to provide an opinion on the internal control over financial reporting.  Our consideration of the internal control 
over financial reporting would not necessarily disclose all matters in the internal control that might be material 
weaknesses.  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.  We 
noted no matters involving the internal control over financial reporting and its operation that we consider to be 
material weaknesses. 
 

Compliance and Other Matters 
 
As part of obtaining reasonable assurance about whether the District’s basic 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 an instance of 
noncompliance or another matter that is required to be reported under Government Auditing Standards and which is 
described in the accompanying schedule of findings and questioned costs as item 2006-1. 
 
We also noted certain matters that we reported to the management of the District in a separate letter dated February 
28, 2007. 
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Members of the Board 
Hillsboro City School District 
Report on Internal Control Over Financial Reporting and on Compliance and Other Matters Based on an Audit of 
Financial Statements Performed in Accordance With Government Auditing Standards 
Page 2 
 
This report is intended solely for the information and use of management, members of the Board, 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. 
 
 
 
 
Balestra, Harr & Scherer, CPAs, Inc. 
February 28, 2007 
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Member American Institute of Certified Public Accountants                                                               Ohio Society of Certified Public Accountants 
 

Report on Compliance With Requirements Applicable to Each Major Program and 
on Internal Control Over Compliance in Accordance With OMB Circular A-133 

 
Members of the Board 
Hillsboro City School District 
338 West Main Street 
Hillsboro, Ohio  45133 

 
Compliance 

 
We have audited the compliance of Hillsboro City School District (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, 2006. The District’s 
major federal programs are identified in the summary of auditor’s results section of the accompanying schedule of 
findings and questioned costs.  Compliance with the requirements of laws, regulations, contracts and grants 
applicable to each of its major federal program 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 with the types of compliance requirements referred to 
above that could have a direct and material effect on a major federal program occurred.  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 of 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, 2006. 
  

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 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. 



 

 54

Members of the Board 
Hillsboro City School District 
Report on Compliance With Requirements Applicable to Each Major Program and on Internal Control Over 
Compliance in Accordance With OMB Circular A-133 
Page 2 
 

Internal Control Over Compliance (Continued) 
 
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 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 
noncompliance with applicable requirements of laws, regulations, contracts and grants caused by error or fraud 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.   
 
We noted certain matters that we reported to the management of the District in a separate letter dated February 28, 
2007. 
 
This report is intended solely for the information and use of management, members of the Board, 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. 
 
 
 
 
Balestra, Harr & Scherer, CPAs, Inc. 
February 28, 2007 
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Hillsboro City School District 
Schedule of Findings and Questioned Costs 

OMB Circular A-133 Section .505 
June 30, 2006 

 
  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)? 

No 

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

No 

(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 Program (list): Title I Grants to Local Educational 
Agencies, CFDA # 84.010; Special 
Education Cluster, CFDA # 84.027 and 
#84.173; Twenty-First Century Community 
Learning Centers, CFDA # 84.287 

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

(d)(1)(ix) Low Risk Auditee? No 
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Hillsboro City School District 
Schedule of Findings and Questioned Costs 

OMB Circular A-133 Section .505 
(Continued) 

June 30, 2006 
 

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

 
Finding 2006-1 – Expenditures and Encumbrances in Excess of Appropriations 
Ohio Revised Code Section 5705.41(B) states that no subdivision or taxing unit is to expend money unless it has 
been appropriated. The District had instances of non-compliance due to expenditures exceeding appropriations. The 
District should implement procedures to ensure that expenditures, including outstanding encumbrances, do not 
exceed appropriations.  Amended appropriation measures, limited to estimated resources, should be passed in order 
to prevent this type of occurrence. 
 
Client Response: 
The Treasurer was unaware that expenditure commitments included outstanding encumbrances and encumbered 
expenditures for fiscal year 2007 for its Ohio School Facilities Commission project in fiscal year 2006.  The 
Treasurer now understands this requirement and has corrected the situation in fiscal year 2007. 
 

3. FINDINGS AND QUESTIONED COSTS FOR FEDERAL AWARDS 
 

None 
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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. 
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