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INDEPENDENT ACCOUNTANTS’ REPORT 

 
 
Southwest Local School District 
Hamilton County 
230 South Elm Street 
Harrison, Ohio 45030 
 
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 Southwest Local School District, Hamilton 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 Comptroller General of the 
United States’ Government Auditing Standards.  Those standards require that we plan and perform the 
audit to reasonably assure 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 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 Southwest Local School District, Hamilton County, Ohio, as of June 30, 2006, and the 
respective changes in financial position thereof and the respective budgetary comparison for the General 
Fund 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 August 29, 
2007, 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 grant agreements and other 
matters.  While we did not opine on the internal control over financial reporting or on compliance, that 
report describes the scope of our testing of internal control over financial reporting and compliance and 
the results of that testing.  That report is an integral part of an audit performed in accordance with 
Government Auditing Standards.  You should read it in conjunction with this report in assessing the 
results of our audit. 
 
Management's Discussion & Analysis and the budgetary comparison for the General Fund are not a 
required part of the basic financial statements but are supplementary information accounting principles 
generally accepted in the United States of America requires.  We have applied certain limited procedures, 
consisting principally of inquiries of management regarding the methods of measuring and presenting 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 opine on the financial statements that collectively comprise the District’s basic 
financial statements.  The Federal Awards Expenditure Schedule is required by the U.S. Office of 
Management and Budget Circular A-133, Audit of States, Local Governments, and Non-Profit 
Organizations, and is not a required part of the basic financial statements.  We subjected the Federal 
Awards Expenditure Schedule 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. 
 
 
 
 
 
Mary Taylor, CPA 
Auditor of State 
 
 
August 29, 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

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

Child Nutrition Cluster
School Breakfast Program 05-PU 10.553 $86,549 $0 $86,549 $0

   National School Lunch Program  LL-P4 10.555 272,933 0 272,933 0

Total Child Nutrition Cluster 359,482 0 359,482 0

Food Commodity Distribution nn-n1 10.550 0 49,551 0 49,551

Total U.S. Department of Agriculture 359,482 49,551 359,482 49,551

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

Special Education Cluster:
Special Education Grants to States (Title VI-B) 6B-SF 84.027 849,634 0 872,480 0

Total Special Education Cluster 849,634 0 872,480 0

Grants to Local Educational Agencies (Title I) C1-S1 84.010 256,484 0 268,090 0
Safe and Drug Free Schools DR-S1 84.186 11,719 0 12,128 0
Title V -- Innovative Education Program Strategies C2-S1 84.298 19,696 0 18,608 0
Title II-D - Technology Literacy Challenge TJ-S1 84.318 7,493 2,332 9,825 0
Improving Teacher Quality TR-S1 84.367 111,159 0 112,847 0

Total U.S. Department of Education 1,256,186 2,332 1,293,979 0

U.S. DEPARTMENT OF HOMELAND SECURITY

Katrina Relief HR-01 84.938 10,000 0 0 0

Total U.S. Department of Homeland Security 10,000 0 0 0

Totals $1,625,668 $51,882 $1,653,461 $49,551

 
The accompanying notes to this schedule are an integral part of this schedule.

SOUTHWEST LOCAL SCHOOL DISTRICT
HAMILTON COUNTY

FEDERAL AWARDS EXPENDITURES SCHEDULE
FISCAL YEAR ENDED JUNE 30, 2006
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SOUTHWEST LOCAL SCHOOL DISTRICT 
HAMILTON COUNTY 

 
NOTES TO THE FEDERAL AWARDS EXPENDITURES SCHEDULE 

FISCAL YEAR ENDED JUNE 30, 2006 
 
 
NOTE A - SIGNIFICANT ACCOUNTING POLICIES 
 
The accompanying Federal Awards Expenditures Schedule (the Schedule) summarizes activity of the 
District’s federal award programs.  The schedule has been prepared on the cash basis of accounting.   
 
NOTE B - CHILD NUTRITION CLUSTER 
 
Cash receipts from the U.S. Department of Agriculture are commingled with State grants.  It is assumed 
federal monies are expended first.  
 
NOTE C – FOOD DONATION PROGRAM 
 
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 value of the commodities received.  
 
NOTE D - 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.   
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INDEPENDENT ACCOUNTANTS’ REPORT ON INTERNAL CONTROL OVER  
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS 

REQUIRED BY GOVERNMENT AUDITING STANDARDS 
 
 
Southwest Local School District 
Hamilton County 
230 South Elm Street 
Harrison, Ohio 45030 
 
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 Southwest Local School District, Hamilton County, Ohio (the 
District), as of and for the year ended June 30, 2006, which collectively comprise the District’s basic 
financial statements and have issued our report thereon dated August 29, 2007.  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 Comptroller General of the United States’ 
Government Auditing Standards. 

 
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 to express our opinions on the financial statements and not to opine 
on the internal control over financial reporting.  However, we noted a certain matter involving the internal 
control over financial reporting and its operation that we consider a reportable condition.  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.  A reportable condition is described in the accompanying schedule 
of findings as item 2006-001. 
 
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 material to the financial statements we audited may occur and not be timely 
detected by employees when 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 material weaknesses.  However, we do not believe the reportable condition described 
above is a material weakness.  In a separate letter to the District’s management dated August 29, 2007, 
we reported other matters involving internal control over financial reporting which we did not deem 
reportable conditions.  



Southwest Local School District 
Hamilton County 
Independent Accountants’ Report on Internal Control Over 
  Financial Reporting and on Compliance and Other Matters 
  Required by Government Auditing Standards 
Page 2 
 

46 

 
Compliance and Other Matters 

 
As part of reasonably assuring whether the District’s financial statements are free of material 
misstatement, we tested its compliance with certain provisions of laws, regulations, contracts, and grant 
agreements, 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 an opinion.  The results of our tests disclosed 
an instance of noncompliance or other matters that we must report under Government Auditing 
Standardsi which is described in the accompanying schedule of findings as item 2006-001.  In a separate 
letter to the District’s management dated August 29, 2007, we reported other matters related to 
noncompliance we deemed immaterial. 
 
We intend this report solely for the information and use of the audit committee, management, Board of 
Education, federal awarding agencies, and pass-through entities.  It is not intended for anyone other than 
these specified parties. 
 
 
 
 
 
 
Mary Taylor, CPA 
Auditor of State 
 
 
August 29, 2007 
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INDEPENDENT ACCOUNTANTS’ REPORT ON COMPLIANCE WITH REQUIREMENTS 
APPLICABLE TO EACH MAJOR FEDERAL PROGRAM AND ON INTERNAL CONTROL OVER 

COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133 
 
Southwest Local School District  
Hamilton County 
230 South Elm St. 
Harrison, Ohio 45030 
 
To the Board of Education: 
 

Compliance 
 
We have audited the compliance of Southwest Local School District, Hamilton County, Ohio (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 apply to each of its major federal programs for the 
year ended June 30, 2006.  The summary of auditor’s results section of the accompanying schedule of 
findings identifies the District’s major federal programs.  The District’s management is responsible for 
complying with the requirements of laws, regulations, contracts, and grants applicable to each major 
federal program.  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 reasonably assure whether noncompliance occurred with 
the types of compliance requirements referred to above that could directly and materially affect a major 
federal program.  An audit includes examining, on a test basis, evidence about the District’s compliance 
with those requirements and performing other procedures we considered necessary in the circumstances.  
We believe 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 
apply to each of its major federal programs for the year ended June 30, 2006. 

 
Internal Control Over Compliance 

 
The District’s management 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 directly and materially affect a major federal program 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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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 timely detected by employees when performing their assigned 
functions.  We noted no matters involving the internal control over compliance and its operation that we 
consider to be material weaknesses.  However, we noted a matter involving the internal control over 
federal compliance not requiring inclusion in this report that we reported to the District’s management in a 
separate letter dated August 29, 2007. 
 
We intend this report solely for the information and use of the audit committee, management, Board of 
Education, federal awarding agencies, and pass-through entities.  It is not intended for anyone other than 
these specified parties. 
 
 
 
 
 
Mary Taylor, CPA 
Auditor of State 
 
 
August 29, 2007 
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SOUTHWEST LOCAL SCHOOL DISTRICT 
HAMILTON COUNTY 

 
SCHEDULE OF FINDINGS 

OMB CIRCULAR A -133 § .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)? 

Yes 

(d)(1)(iii) Was there any reported material noncompliance 
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): Title I – Grants to Local Educational 
Agencies (CFDA 84.010) & 
Child Nutrition Cluster (CFDA 
10.553 and 10.555) 

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

(d)(1)(ix) Low Risk Auditee? Yes 

 
2.  FINDINGS RELATED TO THE FINANCIAL STATEMENTS 

REQUIRED TO BE REPORTED IN ACCORDANCE WITH GAGAS 
 

FINDING NUMBER 2006-001 
 

Noncompliance Citation/Reportable Condition 
 
Ohio Rev. Code, Section 5705.41(D)(1), prohibits a subdivision or taxing entity from making any contract or 
ordering any expenditure of money unless a certificate signed by the fiscal officer is attached thereto.  The 
fiscal officer must certify that the amount required to meet any such contract or expenditure has been lawfully 
appropriated and is in the treasury, or is in the process of collection to the credit of an appropriate fund free 
from any previous encumbrance. 
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FINDING NUMBER 2006-001 
(Continued) 

 
There are several exceptions to the standard requirement stated above that a fiscal officer’s certificate must be 
obtained prior to a subdivision or taxing authority entering into a contract or order involving the expenditure of 
money. The main exceptions are: “then and now” certificates, blanket certificates, and super blanket 
certificates, which are provided for in Sections 5705.41(D)(1) and 5705.41(D)(3), respectively, of the Ohio 
Revised Code. 

 
1.    “Then and Now” Certificate – If the fiscal officer can certify that both at the time that the contract or 

order was made (“then”), and at the time that the fiscal officer is completing the certification (“now”), that 
sufficient funds were available or in the process of collection, to the credit of a proper fund, properly 
appropriated and free from any previous encumbrance, the District can authorize the drawing of a 
warrant for the payment of the amount due. The District has thirty days from the receipt of the “then and 
now” certificate to approve payment by ordinance or resolution. 

 
 Amounts of less than $3,000 ($1,000 prior to April 7, 2003) may be paid by the fiscal officer without a 

resolution or ordinance upon completion of the “then and now” certificate, provided that the expenditure 
is otherwise lawful. This does not eliminate any otherwise applicable requirement for approval of 
expenditures by the District. 

 
2.    Blanket Certificate – Fiscal officers may prepare “blanket” certificates for a certain sum of money not in 

excess of an amount established by resolution or ordinance adopted by a majority of the members of 
the legislative authority against any specific line item account over a period not running beyond the end 
of the current fiscal year.  (Prior to September 26, 2003, blanket certificates were limited to $5,000 and 
three months.)  The blanket certificates may, but need not, be limited to a specific vendor. Only one 
blanket certificate may be outstanding at one particular time for any one particular line item 
appropriation. 

 
3.   Super Blanket Certificate – The District may also make expenditures and contracts for any amount 

from a specific line-item appropriation account in a specified fund upon certification of the fiscal officer 
for most professional services, fuel, oil, food items, and any other specific recurring and reasonably 
predictable operating expense. This certification is not to extend beyond the current year. More than one 
super blanket certificate may be outstanding at a particular time for any line item appropriation. 

 
The District did not properly certify the availability of funds for purchase commitments for 29% of expenditures 
tested and none of the exceptions above applied.  Failure to properly certify the availability of funds can result 
in overspending funds and negative cash fund balances.   
 
Unless the District uses the exceptions noted above, prior certification is not only required by statute but also 
is a key control in the disbursement process to assure that purchase commitments receive prior approval. To 
improve controls over disbursements and to help reduce the possibility of the District’s funds exceeding 
budgetary spending limitations, we recommend that the fiscal officer certify that funds are or will be available 
prior to obligation by the District. When prior certification is not possible, “then and now” certification should be 
used.  
 
We recommend that the District certify all purchase to which section 5705.41(D) applies.  The most convenient 
certification method is to use purchase orders that include the certification language which 5705.41(D) 
requires to authorize disbursements. The fiscal officer should sign the certification at the time the District 
incurs a commitment, and only when the requirements of 5705.41(D) are satisfied. The fiscal officer should 
post approved purchase commitments to the proper appropriation code to reduce the available appropriation.  
 
 
 
 
 



51 

Southwest Local School District 
Hamilton County 
Schedule of Findings 
Page 3 

 
FINDING NUMBER 2006-001 

(Continued) 
 

Officials’ Response:  We received no response. 
 

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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