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Independent Auditor’s Report 
 
 
 
Board of Education 
Mad River Local School District 
801 Old Harshman Road 
Dayton, Ohio 45431 
 
We have audited the accompanying financial statements of the governmental activities, each major fund, 
and the aggregate remaining fund information of the Mad River Local School District (the District) as of 
and for the year ended June 30, 2007, which collectively comprise the District’s basic financial 
statements. 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 Mad River Local School District, as of June 30, 2007, and the respective changes 
in financial position 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 29, 
2008, 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 on pages 3 through 10 and the budgetary comparison schedule 
and notes on pages 41 through 43 are not a required part of the basic financial statements but is 
supplementary information required by accounting principles generally accepted in the United States of 
America. 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. 

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 expenditures of federal 
awards is presented for purposes of additional analysis as required by U.S. Office of Management and 
Budget Circular A-133, and is also not a required part of the basic financial statements of the District. The 
schedule of expenditures of federal awards 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.  

Springfield, Ohio 
February 29, 2008 
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MAD RIVER LOCAL SCHOOL DISTRICT
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

FOR THE FISCAL YEAR ENDED JUNE 30, 2007

Federal Agency/ Federal Pass
Pass Through Agency/ CFDA Through
Program Title Number Number Receipts Disbursements

U.S. Department of Agriculture:
Passed through Ohio Department of Education:

Food Donations (1) 10.550 NN-N1 81,691$             81,691$             

Nutrition Cluster:
National School Breakfast Program 10.553 05-PU 154,847             154,847             
National School Lunch Program 10.555 LL-P4 605,522             605,522             
National Summer Lunch Program 10.559 24-PU 36,902 36,902
Total Nutrition Cluster 797,271 797,271

Total US Department of Agriculture 878,962 878,962

U.S. Department of Education:
Impact Aid Grant 84.041 (2) 1,582,652          1,582,652          
Smaller Learnings Communities Program 84.215L (2) 53,926               38,733               

Passed through Ohio Department of Education:
Special Education Cluster:

Special Education Grants to States 84.027 6B-SF 1,017,245          951,080             
Special Education - Preschool Grants 84.173 PG-S1 20,741 22,324
Total Special Education Cluster 1,037,986          973,404             

Title I Grants to Local Education Agencies 84.010 C1-S1 491,760             458,171             

Vocational Education Grants 84.048 20-C1 102,309             72,833               

Safe and Drug Free Schools and Communities 84.186 DR-S1 18,870               18,184               

State Grants for Innovative Programs 84.298 C2-S1 6,120                 6,389                 

Education Technology State Grants 84.318 TJ-S1 4,052                 5,330                 

Comprehensive School Reform Grant 84.332 RF-CC 37,296               31,114               

English Language Acquisition Grants 84.365 IT-S1 -                    560                    

Improving Teacher Quality State Grants 84.367 TR-S1 113,402             118,472             

Hurricane Education Recovery 84.938 HR-01 11,000 21,000

Total U.S. Department of Education 3,459,373 3,326,842

U.S. Department of Health and Human Services:
Passed through Montgomery County Department of Jobs

and Family Services
Temporary Assistance for Needy Family 93.558 (3) 230,000 230,000

Total U.S. Department of Health and Human Services 230,000 230,000

Total Federal Assistance 4,568,335$  4,435,804$

(1) - Estimated cash value of food commodities received and used.
(2) - Direct Award Program
(3) - Pass thru number not available

See accompanying notes to the Schedule of Expenditures of Federal Awards.
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MAD RIVER LOCAL SCHOOL DISTRICT 

NOTES TO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS 
FOR THE FISCAL YEAR ENDED JUNE 30, 2007 

NOTE A – SIGNIFICANT ACCOUNTING POLICIES 

The accompanying Schedule of Expenditures of Federal Awards summarizes the activity of the School 
District’s federal award programs. The Schedule has been prepared on the cash basis of accounting. 

NOTE B – U.S. DEPARTMENT OF ARGICULTURE PROGRAMS 

Non-monetary assistance, such as food received from the U.S. Department of Agriculture, is reported in 
the Schedule of Expenditures of Federal Awards at the fair market value of the commodities received and 
consumed. Cash receipts from the U.S. Department of Agriculture are commingled with State and Local 
funds. It is assumed federal monies are expended first. At June 30, 2007, the School District had no 
significant food commodities in inventory. 

NOTE C – MATCHING REQUIREMENTS 

Certain federal programs require the School District to contribute non-federal funds (matching funds) to 
support federally-funded programs. The District has complied with the matching requirements. The 
expenditure of non-federal (matching) funds is not included on the Schedule of Expenditures of Federal 
Awards.
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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 

 
 
Board of Education 
Mad River Local School District 
801 Old Harshman Road 
Dayton, Ohio 45431 
 
 
We have audited the financial statements of the governmental activities, each major fund, and the 
aggregate remaining fund information of the Mad River Local School District (the District), as of and for 
the year ended June 30, 2007, which collectively comprise the District’s basic financial statements and 
have issued our report thereon dated February 29, 2008.  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 as a basis for designing our auditing procedures for the purpose of expressing our opinions on 
the financial statements, but not for the purpose of expressing an opinion on the effectiveness of the 
District’s internal control over financial reporting. Accordingly, we do not express an opinion on the 
effectiveness of the District’s internal control over financial reporting. 
 
Our consideration of internal control over financial reporting was for the limited purpose described in the 
preceding paragraph and would not necessarily identify all deficiencies in internal control that might be 
significant deficiencies or material weaknesses. However, as discussed below, we identified a deficiency 
in the internal control over financial reporting that we consider to be a significant deficiency. 
 
A control deficiency exists when the design or operation of a control does not allow management or 
employees, in the normal course of performing their assigned functions, to prevent or detect 
misstatements on a timely basis. A significant deficiency is a control deficiency, or combination of 
control deficiencies, that adversely affects the District’s ability to initiate, authorize, record, process, or 
report financial data reliably in accordance with generally accepted accounting principles such that there 
is more than a remote likelihood that a misstatement of the District’s financial statements that is more 
than inconsequential will not be prevented or detected by the District’s internal control. We consider the 
deficiency described in the accompanying schedule of findings and questioned costs as item 2007-002 to 
be a significant deficiency in the internal control over financial reporting. 
 
A material weakness is a significant deficiency, or combination of significant deficiencies, that results in 
more than a remote likelihood that a material misstatement of the financial statements will not be 
prevented or detected by the District’s internal control. 
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Our consideration of the internal control over financial reporting was for the limited purpose described in 
the first paragraph of this section and would not necessarily identify all deficiencies in the internal control 
that might be significant deficiencies and, accordingly, would not necessarily disclose all significant 
deficiencies that are also considered to be material weaknesses. However, we do not believe the 
significant deficiency described above is a material weakness. 

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the District’s 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 non-compliance or other matters 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 2007-001. 

We also noted certain matters that we reported to management of the District, in a separate letter dated 
February 29, 2008. 

The District’s responses to the findings identified in our audit are described in the accompanying schedule 
of findings and questioned costs. We did not audit the District’s responses and, accordingly, we express 
no opinion on it. 

This report is intended solely for the information and use of the Board of Education, management, 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. 

Springfield, Ohio 
February 29, 2008 
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Report on Compliance with Requirements Applicable to Each  
Major Program and on Internal Control Over Compliance in  

Accordance with OMB Circular A-133. 
 
 
Board of Education 
Mad River Local School District 
801 Old Harshman Road 
Dayton, Ohio 45431 
 
 
Compliance 
 
We have audited the compliance of Mad River Local 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, 2007. 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 programs is 
the responsibility of 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 on the District’s compliance with those requirements. 
 
As described in item 2007-004 in the accompanying schedule of findings and questioned costs, the 
District did not comply with the requirements regarding the allowable costs that are applicable to its 
Special Education – Grants to States (Title VIB) Program. Compliance with such requirements is 
necessary in our opinion, for the District to comply with the requirements applicable to that program. 
 
In our opinion, except for the noncompliance described in the preceding paragraph, the Mad River Local 
School 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, 2007. 
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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, but 
not for the purpose of expressing an opinion on the effectiveness of internal control over compliance. 
Accordingly we do not express an opinion on the effectiveness of the District’s internal control over 
compliance. 

Our consideration of internal control over compliance was for the limited purpose described in the 
preceding paragraph and would not necessarily identify all deficiencies in the District’s internal control 
that might be significant deficiencies or material weaknesses as defined above. However, as discussed 
below, we identified a certain deficiency in internal control over compliance that we consider to be a 
significant deficiency. 

A control deficiency in an entity’s internal control over compliance exists when the design or operation of 
a control does not allow management or employees, in the normal course of performing their assigned 
functions, to prevent or detect noncompliance with a type of compliance requirement of a federal program 
on a timely basis. A significant deficiency is a control deficiency, or combination of control deficiencies, 
that adversely affects the entity’s ability to administer a federal program such that there is more than a 
remote likelihood that noncompliance with a type of compliance requirement that is more than 
inconsequential will not be prevented or detected by the entity’s internal control. We consider the 
deficiency in the internal control over compliance described in the accompanying schedule of findings 
and questioned costs as item 2007-003 to be a significant deficiency. 

A material weakness is a significant deficiency, or a combination of significant deficiencies, that results 
in more than a remote likelihood that material noncompliance with a type of compliance requirement of a 
federal program will not be prevented or detected by the entity’s internal control. We consider the 
significant deficiency in the internal control over compliance described in the accompanying schedule of 
findings and questioned cost as item 2007-003 to be a material weakness. 

The District’s responses to the findings identified in our audit are described in the accompanying schedule 
of findings and questioned costs. We did not audit the District’s responses and, accordingly, we expense 
no opinion on it. 

This report is intended solely for the information and use of the Board of Education, management, 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. 

Springfield, Ohio 
February 29, 2008 
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 MAD RIVER LOCAL SCHOOL DISTRICT 
SCHEDULE OF FINDINGS AND QUESTIONED COSTS 

OMB CIRCULAR A-133 § .505 
JUNE 30, 2007 

1.  SUMMARY OF AUDITORS’ RESULTS 

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

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

No

(d)(1)(ii) Were there any other significant control 
deficiencies 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 control weaknesses 
reported for major federal programs? 

Yes

(d)(1)(iv) Were there any other significant control 
deficiencies reported for major federal programs? 

No

(d)(1)(v) Type of Major Programs' Compliance Opinion Qualified

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

(d)(1)(vii) Major Programs (list): Impact Aid Grant – CFDA #84.041 
Special Education Cluster:
  Title VI-B Grant – CFDA #84.027 
  Preschool Program – CFDA #84.173 

Dollar Threshold:  Type A\B Programs Type A: > $300,000 
Type B:  All others 

(d)(1)(ix) Low Risk Auditee? No

- 50 -



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

Finding 2007-001: Appropriations Limited by Estimated Resources

Ohio Revised Code Section 5705.39 states that total appropriations from each fund shall not exceed the 
total estimated resources.  The district had three funds which had appropriations exceeding the estimated 
resources during the fiscal year.  

The School District should monitor appropriation amounts throughout the year to ensure that the 
approved estimated resources are not exceeded. If necessary, the School District should amend their 
certificate of estimated resources throughout the year if changes appear appropriate. 

Management Response: The District understands the importance of budgetary compliance 
throughout the entire year. Efforts are being made to develop more effective monitoring controls over 
the budgetary process. 

Finding 2007-002: Documentation of Correcting Entries

During fiscal year 2007, the District entered a correcting (memo) entry to its cash basis accounting system 
to correct issues noted during the prior audit period. There was no effect on the fund balance of the fund 
the correcting entry was posted to as receipts and expenditures were increased by the same amount. It 
appears this entry was posted to permit the capitalization of certain capital assets noted in the prior year 
during fiscal year 2007. In reviewing the documentation supporting this correcting entry, there was no 
explanation of why the entry was made nor was any supporting documentation included to explain why 
the entry was posted in the manner that it was or the amount of the correcting entry. Lack of such 
supporting documentation increases the risk that errors in correcting entries might not be detected on a 
timely basis. 

The District should maintain documents that detail correcting entries on file to provide adequate 
documentation that supports all entries posted to the general ledger. 

Management Response: The District understands the importance of appropriate documentation for 
all entries and will continue to strive to have appropriate documentation for all manual entries made 
to the accounting system. 

3.  FINDINGS RELATED TO THE DISTRICT’S FEDERAL AWARDS 

Finding 2007-003: Preparation of Schedule of Expenditures of Federal Awards

OMB Circular A-133, Audits of States, Local Governments and Non-Profit Organizations (Circular A-
133), requires the District to prepare a schedule of expenditures of federal awards for the period covered 
by the annual financial statements. At a minimum, the schedule should include the following: each 
individual federal program by federal agency, identification of pass-through entities as well as any 
identification number assigned by the pass-through entities, the CFDA number assigned to each federal 
program, the total federal awards expended for each federal program, and disclosures of the significant 
accounting policies used in preparing the schedule. 
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The schedule of expenditures of federal awards prepared by the District, which was included in its 4502 
statement, was not completed and amounts included were not accurate. Expenditure of federal awards 
which were accounted for in funds which are not specifically established for federal grants, were not 
included in the District’s schedule of expenditures of federal awards. For fiscal year 2007, the TANF 
after-school, impact aid, and small learning community grant expenditures were not reported. In addition, 
some of the amounts reported in the schedule included transfers and advances of non-federal funds as 
federal revenues and expenditures.  

The District should review the schedule of expenditures of federal awards included in the 4502 statement 
to ensure all federal grant programs are included in the schedule and that amounts reported represent 
revenues and expenditures of federal funds only. 

Management Response: The District understands the importance of completeness of financial 
information and will make every effort to include all sources of federal revenues and/or expenditures 
in its preparation of future schedules of expenditures of federal awards. 

Finding 2007-004: Special Education – Grants to States Expenditures

Program:   Special Education – Grants to States (CFDA # 84.027) 
Pass-Through: Ohio Department of Education (Pass-Through # 6B-SF) 

20 USC 1401(26) AND 20 USC 1413(a)(2) and (4) states that an LEA may use federal funds under 
IDEA, Part B for the excess costs of providing special education and related services to children with 
disabilities.  During fiscal year 2007, the District included the payroll and benefit cost of four social 
workers and / or therapists that serve the entire population at each of the schools in the expenditures it 
reported associated with the Special Education grant. Although a portion of each employee’s time is used 
for children with special needs, the District did not maintain documentation that supports what percentage 
of their time is designated for special needs children versus other students. 

The total salaries and benefits costs for these individuals which were allocated to the grant in fiscal year 
2007 were $260,823.80. Without adequate supporting documentation of time designated for special needs 
children, the allowability of the entire amount charged to the grant for these individuals is in question.  

If the district decided to charge employees wages and benefits to this federal program those employees 
work should be solely designated for the needs of special needs children or only their time spent on 
children with specials needs should be allocated to the grant.  Additionally, the District should maintain 
appropriate documentation that supported the time employees charged to the grant. 

Management Response: The District has more than enough eligible special education personnel 
expenditures charged to other funds, however, the discovery of the ineligible IDEA Part B employees 
was not found in time for the District to be able to make the correction of the funding source for 
ineligible employees and the corresponding charge of eligible employees. The District has already 
corrected the finding for future grant years. 
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MAD RIVER LOCAL SCHOOL DISTRICT 
SCHEDULE OF PRIOR YEAR FINDINGS  

JUNE 30, 2007 

Finding
Number Finding Summary

Fully
Corrected

If not fully 
corrected, 
Explain:

  
2006-001 Capital assets reported did not include 

all capital assets of the client. 
Yes

  
2006-002 Calculation of compensated absences 

liability did not include provision for 
employees anticipated to retire from 
the District, only those eligible to retire 
were included. 

Yes

  
2006-003 Expenditures plus encumbrance 

amounts exceeded appropriations 
approved for several funds during the 
year. 

No Minor variances were 
noted and a compliance 
comment was included in 
the current management 
letter.

  
2006-004 Appropriations exceeded estimated 

resources for various funds during  
the fiscal year. 

No Repeated in current audit 
as Finding 2007-001. 
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