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Independent Auditors’ Report 
 
 
 
 
Board of Education 
Painesville City Local School District 
Painesville, Ohio 
 
We have audited the accompanying financial statements of the governmental activities, each major fund, and 
the aggregate remaining fund information of the Painesville City Local School District (the “District”), as of 
and for the year ended June 30, 2007, 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 the significant estimates 
made by management, as well as evaluating the overall financial statement presentation.  We believe that our 
audit provide 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 Painesville City 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 December 20, 
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. 
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The management’s discussion and analysis and the respective budgetary comparison for the General Fund 
are not required parts of the basic financial statements but are 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.  

 
 
Cleveland, Ohio 
December 20, 2007 
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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 
Painesville City Local School District 
Painesville, Ohio 
 
We have audited the financial statements of the governmental activities, each major fund, and the aggregate 
remaining fund information of the Painesville City 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 December 20, 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 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 Painesville City Local School 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 Painesville City Local School 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 over financial 
reporting that might be significant deficiencies or material weaknesses.  However, as discussed below, we 
identified certain deficiencies in internal control over financial reporting that we consider to be significant 
deficiencies.   
 
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 Painesville City Local School 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 Painesville City Local School District’s 
internal control.   
 
We consider the deficiencies described in the accompanying schedule of findings and responses to be 
significant deficiencies in internal control over financial reporting: 2007-1 and 2007-2. 
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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.   
 
Our consideration of 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, of the significant deficiencies described above, 
we believe finding number 2007-2 is also a material weakness.  
 
Compliance and Other Matters 
 
As part of obtaining reasonable assurance about whether the Painesville City Local School 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 noncompliance or other matters 
that is required to be reported under Government Auditing Standards and which is described in the 
accompanying schedule of findings and responses as item 2007-1. 
 
We noted certain matters that we reported to management of the Painesville City Local School District in a 
separate letter dated December 20, 2007. 
 
The District’s responses to the findings identified in our audit are described in the accompanying schedule of 
findings and responses.  We did not audit the District’s responses and, accordingly, we express no opinion on 
them. 
 
This report is intended solely for the information and use of the Board of Education, management, the 
Auditor of State’s Office, 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. 

 
 
 
 

Cleveland, Ohio 
December 20, 2007 
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Report on Compliance with Requirements Applicable to 
Each Major Program and Internal Control Over 

Compliance in Accordance with OMB Circular A-133 
 
 
 
 
Board of Education 
Painesville City Local School District 
Painesville, Ohio 
 
 
Compliance 
 
We have audited the compliance of the Painesville City Local School 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 
Painesville City Local School District’s major federal programs are identified in the summary of auditors’ 
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 
Painesville City Local School District’s management.  Our responsibility is to express an opinion on the 
Painesville City Local School 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 Painesville 
City Local School 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 Painesville City Local School District’s 
compliance with those requirements. 
 
In our opinion, the Painesville City Local School District complied, in all material respects, with the 
requirements referred to above that are applicable to its major federal programs for the year ended June 30, 
2007. 
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Internal Control over Compliance 
 
The management of the Painesville City Local School District is responsible for establishing and maintaining 
effective internal control over compliance with the requirements of laws, regulations, contracts, and grants 
applicable to federal programs.  In planning and performing our audit, we considered the Painesville City 
Local School 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 the Painesville City Local School District’s internal control over compliance.  Accordingly, we do not 
express an opinion on the effectiveness of the District’s internal control over compliance. 
 
A control deficiency in the Painesville City Local School District’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 Painesville City Local School District’s ability 
to administer a federal program such that there is more than a remote likelihood that noncompliance with a 
type of compliance requirement of a federal program that is more than inconsequential will not be prevented 
or detected by the entity’s internal control.  
 
A material weakness is a significant deficiency, or 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.  
 
Our consideration of internal control over compliance was for the limited purpose described in the first 
paragraph of this section and would not necessarily identify all deficiencies in internal control that might be 
significant deficiencies or material weaknesses.  We did not identify any deficiencies in internal control over 
compliance that we consider to be material weaknesses, as defined above.  
 
Schedule of Expenditures of Federal Awards 
 
We have audited the financial statements of the governmental activities, each major fund, and the aggregate 
remaining fund information of the Painesville City Local School District as of and for the year ended June 
30, 2007, and have issued our report there on dated December 20, 2007.   
 
Our audit was performed for the purpose of forming opinions on the financial statements that collectively 
comprise the Painesville City Local School District’s basic financial statements.  The accompanying 
schedule of expenditures of federal awards 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 and, 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 solely for the information and use of the Board of Education, management, the 
Auditor of State’s Office, 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. 

 
 
 

 
Cleveland, Ohio 
December 20, 2007
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       Federal                  Non-Cash 
Federal Grantor/Pass-Through   CFDA      Pass-Through       Non-cash       Disburse-       Disburse- 
Grantor/Program or Cluster Title    Number   Entity Number       Receipts        Receipts          ments       ments  
 
U.S. Department of Agriculture: 
 Passed-Through Ohio Department of Education: 
 
  Food Distribution   10.550 N/A  $  -      $  42,579 $  -      $  42,579 
 
  Nutrition Cluster: 
   School Breakfast Program   10.553 044628-05PU-2006   65,971   -       65,971   -      
   School Breakfast Program    10.553 044628-05PU-2007   145,378   -       145,378   -      
    Subtotal National School Breakfast Program                211,349   -       211,349   -     
 
   School Lunch Program   10.555 044628-LLP1-2007   3,564   -       3,564     -     
   School Lunch Program   10.555 044628-LLP4-2006   220,311   -       220,311     -     
   School Lunch Program   10.555 044628-LLP4-2007   500,811   -       500,811     -     
    Subtotal National School Lunch Program        724,686   -       724,686   -     
   
   Summer Food Service Program   10.559 044628-24PU-2006   37,860   -       37,860   -      
     Total Nutrition Cluster         973,895   -       973,895   -     
 
      Total U.S. Department of Agriculture       973,895   42,579   973,895   42,579 
 
U.S. Department of Defense: 
 
  Emergency Operations Flood Response and 
   Post Flood Response   12.103 N/A    35,977   -       12,427   -      
   
    Total US. Department of Defense         35,977   -       12,427   -      
 
U.S. Department of Education: 
 Passed-Through Ohio Department of Education: 
 
  Special Education Cluster: 
   Preschool Grant   84.173 044628-PGS1-2006   (798)   -       781    -    
   Preschool Grant   84.173 044628-PGS1-2007   32,041   -       33,523     -     
    Subtotal Preschool Grant         31,243   -       34,304   -     
 
   Title VI-B   84.027 044628-6BSF-2006   62,056   -       113,510   -     
   Title VI-B   84.027 044628-6BSF-2007   838,763   -       782,896     -     
    Subtotal Title VI-B         900,819   -       896,406   -     
 
     Total Special Education Cluster         932,062   -       930,710   -     
 
  Title I    84.010 044628-C1S1-2006   135,343   -       146,534   -     
  Title I    84.010 044628-C1S1-2007   841,491   -       794,626   -     
  Title I    84.010 044628-C1SD-2006   4,304   -       4,304   -     
  Title I    84.010 044628-C1SD-2007   15,220    -       15,220   -     
  Title I    84.010 044628-C1SN-2006   (185)   -       -       -     
  Title I    84.010 044628-C1SN-2007   185   -       -       -      
   Total Title I         996,358   -       960,684   -      
 
  Innovative Education Program Strategy   84.298 044628-C2S1-2006   (21)    -       1,205   -     
  Innovative Education Program Strategy   84.298 044628-C2S1-2007   5,523   -       5,126   -     
   Total Innovative Education Program Strategy       5,502   -       6,331   -     
 
  Adult Education   84.002  044628-ABS1-2006   -       -       573   -      
  Adult Education   84.002 044628-ABS1-2007   59,647   -       60,674   -     
  Adult Education   84.002 044628-ABS2-2006   (330)   -       -       -      
  Adult Education   84.002 044628-ABS2-2007   27,316   -       27,011   -      
   Total Adult Education         86,633    -       88,258   -      
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         Federal                      Non-Cash 
Federal Grantor/Pass-Through   CFDA      Pass-Through          Non-cash         Disburse-    Disburse- 
Grantor/Program or Cluster Title    Number   Entity Number        Receipts        Receipts       ments       ments  
 
 
  Migrant Education   84.011 044628-MGS1-2006   170,906   -       196,698   -     
  Migrant Education   84.011 044628-MGS1-2007   192,324   -       179,227   -         
   Total Migrant Education         363,230   -       375,925   -      
 
  Drug Free Schools   84.186 044628-DRS1-2006   (1,691)   -       93   -     
  Drug Free Schools   84.186 044628-DRS1-2007   16,270   -       16,842   -      
   Total Drug Free Schools         14,579   -       16,935   -      
 
  Assistive Technology Grant   84.332 044628-RFCC-2006   (37,326)    -       4,239   -     
  Assistive Technology Grant   84.332 044628-RFCC-2007   137,326   -       106,313   -     
   Total Assistive Technology Grant         100,000   -       110,552   -     
  
  Title II-D   84.318 044628-TJS1-2006   2,042   -       6,191   -     
  Title II-D   84.318 044628-TJS1-2007   10,075   -       9,845   -     
   Total Title II-D         12,117   -       16,036   -      
 
  Title III    84.365 044628-T3S1-2004   -      -       291 
  Title III    84.365 044628-T3S1-2006   25,994   -       26,832    -     
  Title III    84.365 044628-T3S1-2007   161,603   -       156,979   -     
   Total Title III         187,597   -       184,102   -     
 
  Title II-A   84.367 044628-TRS1-2006   34,041   -       37,158   -     
  Title II-A   84.367 044628-TRS1-2007   167,160   -       159,827   -     
   Total Title II-A         201,201   -       196,985   -     
 
     Total U.S. Department of Education         2,899,279   -       2,886,518      -     
 
                        
U.S. Department of Health & Human Services: 
 Passed-Through Ohio Department of Human 
 Services; passed through Ohio Department of 
 Mental Retardation and Developmental 
 Disabilities: 
 
  Medicaid Cluster: 
   Medicaid Assistance Program – Title XIX  93.778  N/A    81,357   -       81,357               -       
  Student Children’s Health Insurance Program  93.767  N/A    2,772   -       2,772   -      
    Total Department of Health & Human Services       84,129   -       84,129   -     
 
     Total Expenditures of Federal Awards      $  3,993,280 $  42,579  $  3,956,969 $  42,579    
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Note 1: Significant Accounting Policies 
 
Basis of Presentation 
 
The accompanying Schedule of Expenditures of Federal Awards includes the federal grant activity of the 
District and is presented on the cash basis of accounting.  The information in this Schedule is presented in 
accordance with the requirements of OMB Circular A-133, Audits of States, Local Governments, and Non-
Profit Organizations.  Therefore, some amounts presented in this Schedule may differ from amounts 
presented in, or used in the preparation of, the general purpose financial statements. 
 
Non-Cash Support 
 
The District receives non-cash support in the form of food subsidies from the National School Lunch 
Program (“NSLP”), CFDA 10.550.  The value of the food subsidies is determined by using the fair market 
value of the food items as quoted by local food suppliers. 
 
CFDA – Catalog of Federal Domestic Assistance 
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1.  Summary of Auditors’ Results 
 
(d)(I)(i) Type of Financial Statement Opinion Unqualified 
(d)(I)(ii) Was there any significant deficiencies reported at the financial 

statement level (GAGAS)? 
Yes 

(d)(I)(ii) Were there any other material weaknesses reported at the 
financial statement level (GAGAS)? 

Yes 

(d)(I)(iii) Was there any material noncompliance reported at the financial 
statement level (GAGAS)? 

Yes 

(d)(I)(iv) Was there any material weaknesses reported for major federal 
programs? 

No 

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

No 

(d)(I) (v) Type of Major Programs’ Compliance Opinion Unqualified 
(d)(I)(vi) Are there any reportable findings under Section .501? No 
(d)(I)(vii) Major Programs Nutrition Cluster 

  CFDA 10.553, 10.555, 10559 
Food Distribution  
  CFDA 10.550 

 Dollar Threshold: Type A/B Programs Type A:>$300,000 
Type B:  All Others 

(d)(I)(ix) Low Risk Auditee? Yes 
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2.  Findings Related to the Financial Statements Required to be 
Reported in Accordance With GAGAS 

 
Findings Findings Summary 
2007-1 Budgetary Control – Material Noncompliance / Significant Deficiency 

 
Per ORC Section 5705.39, total appropriations from each fund shall not exceed the total 
estimated revenue.  The following funds had original appropriations plus carryover 
encumbrances in excess estimated resources: 
 
     Certificate 
   Of Estimated         Original  
       Original   Appropriations     Excess   
 
Special Revenue Funds:  
 Other Grants  $   45,000  $  68,560 $  23,560 
 Management Information Services    51,500    63,315   11,815 
 Ohio Reads Grant   106,492   114,304   7,812 
 Poverty Based Assistance   2,000,000   2,427,067   427,067 
 Adult Basic Education   82,195   82,225   30 
 Migrant Education    492,085   514,109   22,024 
 Title VI-B   923,636   929,219   5,583 
 Title I   1,222,554   1,360,655   138,101 
 IDEA Preschool Grant  
  for the Handicapped   35,528   36,531   1,003 
Capital Project Funds: 
 SchoolNet Equipment   1,000   1,076   76 
 
Official’s Response:  The District reviews the Original Certificate of Estimated Resources 
periodically through the year and forwards all changes in appropriations to the County Fiscal 
Officers for review at the county level. 
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2.  Findings Related to the Financial Statements Required to be 
Reported in Accordance With GAGAS (continued) 

 
Findings Findings Summary 
2007-2 Financial Reporting – Significant Deficiency / Material Weakness 

 
Sound financial reporting is the responsibility of the Treasurer and the Board of Education and 
is essential to ensure the information provided to the readers of the financial statements is 
complete and accurate. 
 
The following audit adjustments were made to the financial statements, and where applicable, 
to the District’s accounting records: 
 

1. Adjusted contracts payable by $589,463 for amounts that were not originally recorded. 
2. Adjusted accounts payable by $304,237 for amounts that were not originally recorded 

for construction in progress and also by $208,667 for amounts related to land. 
3. Adjusted retainage payable by $503,841 for amounts that were not originally 

recorded. 
4. Adjusted construction in progress by $1,397,541 for the amounts of payables listed 

above that had not been originally recorded. 
5. Adjusted land by $208,667 for the amount of payable listed above that had not been 

originally recorded. 
6. Adjusted intergovernmental receivable by $143,141 for Food Service reimbursements 

that were not originally recorded as receivable or revenue. 
7. Adjusted taxes receivable by $761,593 for homestead and rollback amounts that were 

originally recorded as part of the receivable that should have reduced the receivable 
and the deferred revenue. 

 
The lack of controls over the posting of year-end financial transactions and financial reporting 
can result in errors and irregularities that may go undetected and decreases the reliability of 
financial data at year-end.   
 
We recommend the District adopts policies and procedures for controls over recording of 
year-end financial transactions and over financial report to help ensure the information 
accurately reflects the activity of the District and thereby increasing the reliability of the 
financial data at year-end.  Although the District has contracted a third party to perform their 
GAAP Conversion, the District’s management needs to review the statements to be sure that 
all items are being properly recorded.  As a significant portion of the adjustments related to 
the construction projects with the Ohio Schools Facilities Commission, it is also 
recommended that a person is designated to monitor these expenses regularly and be sure that 
all contractors’ payments are up to date.   
 
Officials Response:  Management will develop a process to oversee the GAAP conversion 
process more closely and have better communication with them. 
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3.  Findings for Federal Awards 

 
 
There were no findings for federal awards to report in 2007. 
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 Finding 
 Number 

 
 Finding Summary 

 
 

Corrected 

Responsible Contact Person; 
Not Corrected, Partially 
Corrected 

2006-1 Ohio Rev. Code Section 5705.39, total 
appropriations from each fund should not 
exceed the total estimated revenue 

No Rick Taylor, Treasurer; Not 
corrected, reissued as 2007-1. 
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Response To Findings Associated With Audit Conducted 
In Accordance With Government Auditing Standards 

 
June 30, 2007 
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 Contact 
 Person 

2007-1 Ohio Rev. Code Section 5705.39, total 
appropriations from each fund should not 
exceed the total estimated revenue 

Fiscal Year 
2008 

Rick Taylor, 
Treasurer;  
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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 
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