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INDEPENDENT AUDITOR’S REPORT 
 
 
Northern Local School District 
Perry County 
8700 Sheridan Road NW 
Thornville, Ohio  43076 
 
To the Board of Education: 
 
Report on the Financial Statements 
 
We have audited the accompanying financial statements of the governmental activities, each major fund, 
and the aggregate remaining fund information of the Northern Local School District, Perry County, Ohio 
(the District), as of and for the year ended June 30, 2014, and the related notes to the financial 
statements, which collectively comprise the District’s basic financial statements as listed in the Table of 
Contents.   
 
Management’s Responsibility for the Financial Statements 
 
Management is responsible for preparing and fairly presenting these financial statements in accordance 
with the cash accounting basis Note 2 describes.  This responsibility includes determining that the cash 
accounting basis is acceptable for the circumstances. Management is also responsible for designing, 
implementing and maintaining internal control relevant to preparing and fairly presenting financial 
statements that are free from material misstatement, whether due to fraud or error. 
 
Auditor’s Responsibility 
 
Our responsibility is to opine on these financial statements based on our audit. We audited in accordance 
with auditing standards generally accepted in the United States of America and the financial audit 
standards in the Comptroller General of the United States’ Government Auditing Standards. Those 
standards require us to plan and perform the audit to reasonably assure the financial statements are free 
from material misstatement.  
 
An audit requires obtaining evidence about financial statement amounts and disclosures. The procedures 
selected depend on our judgment, including assessing the risks of material financial statement 
misstatement, whether due to fraud or error. In assessing those risks, we consider internal control 
relevant to the District's preparation and fair presentation of the financial statements in order to design 
audit procedures that are appropriate in the circumstances, but not to the extent needed to opine on the 
effectiveness of the District's internal control. Accordingly, we express no opinion. An audit also includes 
evaluating the appropriateness of management’s accounting policies and the reasonableness of their 
significant accounting estimates, as well as our evaluation of the overall financial statement presentation. 
 
We believe the audit evidence we obtained is sufficient and appropriate to support our audit opinions.  
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Opinion 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the 
respective cash financial position of the governmental activities, each major fund, and the aggregate 
remaining fund information of the Northern Local School District, Perry County, Ohio, as of June 30, 
2014, and the respective changes in cash financial position and the respective budgetary comparison for 
the General and Straight A Funds thereof for the year then ended in accordance with the accounting 
basis described in Note 2. 
   
Accounting Basis 
 
Ohio Administrative Code § 117-2-03(B) requires the District to prepare its annual financial report in 
accordance with accounting principles generally accepted in the United States of America. We draw 
attention to Note 2 of the financial statements, which describes the basis applied to these statements. 
The financial statements are prepared on the cash basis of accounting, which is a basis other than 
generally accepted accounting principles.  We did not modify our opinion regarding this matter.   
 
Other Matters 
 
Supplemental and Other Information 
 
We audited to opine on the District’s financial statements that collectively comprise its basic financial 
statements.   
 
Management’s Discussion & Analysis includes tables of net position, changes in net position, 
governmental activities, fund balance analysis and outstanding debt at fiscal year-end. This information 
provides additional analysis and is not a required part of the basic financial statements.   
 
The Schedule of Federal Award Receipts and Expenditures also presents 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 also not a required part of the financial statements. 
 
These tables and the Schedule are management’s responsibility, and derive from and relate directly to 
the underlying accounting and other records used to prepare the basic financial statements.  We 
subjected these tables and the Schedule to the auditing procedures we applied to the basic financial 
statements.  We also applied certain additional procedures, including comparing and reconciling these 
tables and the Schedule directly to the underlying accounting and other records used to prepare the basic 
financial statements or to the basic financial statements themselves, and in accordance with auditing 
standards generally accepted in the United States of America.  In our opinion, these tables and the 
Schedule are fairly stated in all material respects in relation to the basic financial statements taken as a 
whole.   
 
Other than the aforementioned procedures applied to the tables, we applied no procedures to any other 
information in Management’s Discussion & Analysis, and we express no opinion or any other assurance 
on it. 
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Other Reporting Required by Government Auditing Standards 
 
In accordance with Government Auditing Standards, we have also issued our report dated March 17, 
2015, 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.  That report describes the scope of our internal control testing over financial reporting and 
compliance, and the results of that testing, and does not opine on internal control over financial reporting 
or on compliance.  That report is an integral part of an audit performed in accordance with Government 
Auditing Standards in considering the District’s internal control over financial reporting and compliance.  
 
 
 
 
 
 
 
 
Dave Yost  
Auditor of State 
 
Columbus, Ohio 
 
March 17, 2015 
  

rakelly
Yost_signature
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FEDERAL GRANTOR  Federal 
Pass-Through Grantor Grant CFDA  
Program Title Year Number Receipts Disbursements

U.S. DEPARTMENT OF AGRICULTURE
Passed through Ohio Department of Education:  
Child Nutrition Cluster:
   Non-Cash Assistance (Food Distribution):
      School Breakfast Program 2013/2014 10.553 10,844$             10,844$             
      National School Lunch Program 2013/2014 10.555 61,447 61,447
   Non-Cash Assistance Subtotal 72,291 72,291

   Cash Assistance:
      School Breakfast Program 2013/2014 10.553 235,414 235,414
      National School Lunch Program 2013/2014 10.555 417,321 417,321
   Cash Assistance Subtotal 652,735 652,735

Total Child Nutrition Cluster 725,026 725,026

Total U.S. Department of Agriculture 725,026 725,026

U.S. DEPARTMENT OF EDUCATION   
Passed Through Ohio Department of Education:  
Title I Grants to Local Educational Agencies 2013 84.010 25,590 8,792

2014 488,267 485,237
Total Title I Grants to Local Educational Agencies 513,857 494,029

Special Education - Grants to States 2014 84.027 437,644 429,263
     
Twenty-First Century Community Learning Centers 2013 84.287 37,812 128,486

2014 400,000 342,356
Total Twenty-First Century Community Learning Centers 437,812 470,842

Improving Teacher Quality State Grants 2013 84.367 6,796 0
2014 77,502 86,983

Total Improving Teacher Quality State Grants 84,298 86,983

ARRA - Race-to-the-Top Incentive Grants, Recovery Act     
  Race to the Top 2013 84.395 911 4,001
  Ohio Appalachian Collaborative (OAC) 2013 0 2,004
  Race to the Top 2014 11,806 11,735
  Ohio Appalachian Collaborative (OAC) 2014 103,310 93,908
  Race to the Top - OACR 2014 41,827 41,827
Total ARRA - Race-to-the-Top Incentive Grants, Recovery Act 157,854 153,475

Race to the Top - Early Learning Challenge 2014 84.412 700 700

Total U.S. Department of Education 1,632,165 1,635,292

Total Federal Awards Receipts and Expenditures 2,357,191$        2,360,318$       

The accompanying Notes to the Federal Awards Receipts and Expenditures Schedule are an integral part of this Schedule.

NORTHERN LOCAL SCHOOL DISTRICT
PERRY COUNTY

FEDERAL AWARDS RECEIPTS AND EXPENDITURES SCHEDULE
FOR THE YEAR ENDED JUNE 30, 2014
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NORTHERN LOCAL SCHOOL DISTRICT 
PERRY COUNTY 

 
NOTES TO THE FEDERAL AWARDS RECEIPTS AND EXPENDITURES SCHEDULE 

FOR THE YEAR ENDED JUNE 30, 2014 
 
 
NOTE A – SIGNIFICANT ACCOUNTING POLICIES 
 
The accompanying Federal Awards Receipts and Expenditures Schedule (the Schedule) reports the 
District’s federal award programs’ receipts and disbursements.  The Schedule has been prepared on the 
cash basis of accounting. 
 
NOTE B – CHILD NUTRITION CLUSTER 

 
The District commingles cash receipts from the U.S. Department of Agriculture with similar State grants.  
When reporting expenditures on this Schedule, the District assumes it expends federal monies first.    

 
NOTE C – FOOD DONATION PROGRAM 
 
The District reports commodities consumed on the Schedule at their entitlement value.  The District 
allocated donated food commodities to the respective programs that benefited from the use of those 
donated food commodities.   
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INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER  

FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS 
REQUIRED BY GOVERNMENT AUDITING STANDARDS 

 
 
Northern Local School District 
Perry County 
8700 Sheridan Road NW 
Thornville, Ohio  43076 
 
To the Board of Education: 
 
We have audited, in accordance with auditing standards generally accepted in the United States and the 
Comptroller General of the United States’ Government Auditing Standards,  the financial statements of 
the governmental activities, each major fund, and the aggregate remaining fund information of the 
Northern Local School District, Perry County, Ohio (the District), as of and for the year ended June 30, 
2014, and the related notes to the financial statements, which collectively comprise the District’s basic 
financial statements and have issued our report thereon dated March 17, 2015, wherein we noted the 
District uses a special purpose framework other than generally accepted accounting principles.   
 
Internal Control Over Financial Reporting 
 
As part of our financial statement audit, we considered the District’s internal control over financial 
reporting (internal control) to determine the audit procedures appropriate in the circumstances to the 
extent necessary to support our opinions on the financial statements, but not to the extent necessary to 
opine on the effectiveness of the District’s internal control.  Accordingly, we have not opined on it.   
 
Our consideration of internal control was for the limited purpose described in the preceding paragraph 
and was not designed to identify all deficiencies in internal control that might be material weaknesses or 
significant deficiencies.  Therefore, unidentified material weaknesses or significant deficiencies may exist.  
However, as described in the accompanying Schedule of Findings we identified a certain deficiency in 
internal control over financial reporting, that we consider a material weakness. 
  
A deficiency in internal control exists when the design or operation of a control does not allow 
management or employees, when performing their assigned functions, to prevent, or detect and timely 
correct misstatements. A material weakness is a deficiency, or a combination of internal control 
deficiencies resulting in a reasonable possibility that internal control will not prevent or detect and timely 
correct a material misstatement of the District’s financial statements.  A significant deficiency is a 
deficiency, or a combination of deficiencies, in internal control that is less severe than a material 
weakness, yet important enough to merit attention by those charged with governance.  We consider 
finding 2014-003 described in the accompanying Schedule of Findings to be a material weakness.  
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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, opining 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 instances of 
noncompliance or other matters we must report under Government Auditing Standards which are 
described in the accompanying Schedule of Findings as items 2014-001 and 2014-002.     
 
Entity’s Response to Findings 

 
The District’s responses to the findings identified in our audit are described in the accompanying 
Schedule of Findings.  We did not audit the District’s responses and, accordingly, we express no opinion 
on them. 
 
Purpose of this Report 
 
This report only describes the scope of our internal control and compliance testing and our testing results, 
and does not opine on the effectiveness of the District’s internal control or on compliance.  This report is 
an integral part of an audit performed under Government Auditing Standards in considering the District’s 
internal control and compliance.  Accordingly, this communication is not suitable for any other purpose. 
 
 
 
 
 
 
 
 
Dave Yost  
Auditor of State 
 
Columbus, Ohio 
 
March 17, 2015 
  

rakelly
Yost_signature
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INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE WITH REQUIREMENTS  
APPLICABLE TO EACH MAJOR FEDERAL PROGRAM AND ON INTERNAL CONTROL OVER 

COMPLIANCE REQUIRED BY OMB CIRCULAR A-133 
 
 
Northern Local School District 
Perry County 
8700 Sheridan Road NW 
Thornville, Ohio  43076 
 
To the Board of Education: 
 
Report on Compliance for Each Major Federal Program 
 
We have audited the Northern Local School District’s, Perry County, Ohio (the District), compliance with 
the applicable requirements described in the U.S. Office of Management and Budget (OMB) Circular A-
133, Compliance Supplement that could directly and materially affect each of the District’s major federal 
programs for the year ended June 30, 2014.  The Summary of Auditor’s Results in the accompanying 
Schedule of Findings identifies the District’s major federal programs.  
 
Management’s Responsibility 
 
The District’s management is responsible for complying with the requirements of laws, regulations, 
contracts, and grants applicable to its federal programs.   
 
Auditor’s Responsibility 
 
Our responsibility is to opine on the District’s compliance for each of the District’s major federal programs 
based on our audit of the applicable compliance requirements referred to above.  Our compliance audit 
followed auditing standards generally accepted in the United States of America; the standards for 
financial audits included in the Comptroller General of the United States’ Government Auditing Standards; 
and OMB Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations.  These 
standards and OMB Circular A-133 require us to plan and perform the audit to reasonably assure whether 
noncompliance with the applicable compliance requirements referred to above that could directly and 
materially affect 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 our audit provides a reasonable basis for our compliance opinion on the District’s major 
programs. However, our audit does not provide a legal determination of the District’s compliance. 
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Basis for Qualified Opinion on Child Nutrition Cluster and Twenty-First Century Grant 
 
As described in Findings 2014-004 and 2014-005 in the accompanying Schedule of Findings, the District 
did not comply with the requirements regarding the following: 
 
 

Finding # 
 

 
CFDA # 

 

 
Program (or Cluster) Name 
 

 
Compliance  
Requirement 

2014-004 10.553 & 10.555 Child Nutrition Cluster Special Tests and Provisions 
2014-005 84.287 Twenty-First Century Grant Reporting 
 
Compliance with these requirements is necessary in our opinion, for the District to comply with the 
requirements applicable to these programs.   
 
Qualified Opinion on Child Nutrition Cluster and Twenty-First Century Grant  
 
In our opinion, except for the noncompliance described in the Basis for Qualified Opinion on the Child 
Nutrition Cluster and Twenty-First Century Grant paragraph, the District complied, in all material respects, 
with the requirements referred to above that could directly and materially affect its Child Nutrition Cluster 
and Twenty-First Century Community Learning Centers Grant for the year ended June 30, 2014.      
 
Report on Internal Control Over Compliance  
 
The District’s management is responsible for establishing and maintaining effective internal control over 
compliance with the applicable compliance requirements referred to above. In planning and performing 
our compliance audit, we considered the District’s internal control over compliance with the applicable 
requirements that could directly and materially affect a major federal program, to determine our auditing 
procedures appropriate for opining on each major federal program’s compliance and to test and report on 
internal control over compliance in accordance with OMB Circular A-133, but not to the extent needed to 
opine on the effectiveness of internal control over compliance. Accordingly, we have not opined 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 was not designed to identify all deficiencies in internal control over compliance 
that might be material weaknesses or significant deficiencies. Therefore, we cannot assure we have 
identified all deficiencies in internal control over compliance that might be material weaknesses or 
significant deficiencies. However, as discussed below, we identified certain deficiencies in internal control 
over compliance that we consider to be material weaknesses.   
 
A deficiency in internal control over compliance exists when the design or operation of a control over 
compliance does not allow management or employees, when performing their assigned functions, to 
prevent, or to timely detect and correct, noncompliance with a federal program’s applicable compliance 
requirement. A material weakness in internal control over compliance is a deficiency, or combination of 
deficiencies in internal control over compliance, such that there is a reasonable possibility that material 
noncompliance with a federal program’s compliance requirement will not be prevented, or timely detected 
and corrected. A significant deficiency in internal control over compliance is a deficiency or a combination 
of deficiencies in internal control over compliance with a federal program’s applicable compliance 
requirement that is less severe than a material weakness in internal control over compliance, yet 
important enough to merit attention by those charged with governance.  We consider the deficiencies in 
internal control over compliance described in the accompanying Schedule of Findings as items 2014-004 
and 2014-005 to be material weaknesses.  
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The District’s responses to our internal control over compliance findings are described in the 
accompanying Corrective Action Plan.  We did not audit the District’s responses and, accordingly, we 
express no opinion on them.    
 
This report only describes the scope of our tests of internal control over compliance and the results of this 
testing based on OMB Circular A-133 requirements.  Accordingly, this report is not suitable for any other 
purpose.  
 
 
 
 
 
 
 
Dave Yost  
Auditor of State 
 
Columbus, Ohio   
 
March 17, 2015 
  

rakelly
Yost_signature
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NORTHERN LOCAL SCHOOL DISTRICT 
PERRY COUNTY 

 
SCHEDULE OF FINDINGS 

OMB CIRCULAR A-133 § .505 
JUNE 30, 2014 

 
 

1. SUMMARY OF AUDITOR’S RESULTS 
 

(d)(1)(i) Type of Financial Statement Opinion Unmodified 
(d)(1)(ii) Were there any material control weakness conditions 

reported at the financial statement level (GAGAS)? 
Yes 

(d)(1)(ii) Were there any significant deficiencies in internal 
control reported at the financial statement level 
(GAGAS)? 

No 

(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? 

Yes 

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

No 

(d)(1)(v) Type of Major Programs’ Compliance Opinion Qualified – Child 
Nutrition Cluster and  
Twenty-First Century 
Grant  

(d)(1)(vi) Are there any reportable findings under §.510(a)? Yes 
(d)(1)(vii) Major Programs (list): 

 Child Nutrition Cluster, CFDA #’s 10.553 and 10.555 
 Twenty-First Century Grant, 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 
 
 

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

 
FINDING NUMBER 2014-001 

 
Noncompliance Citation 

 
Ohio Rev. Code § 117.38 provides that each public office shall file a financial report for each fiscal year. 
The Auditor of State may prescribe forms by rule or may issue guidelines, or both, for such reports.  If the 
Auditor of State has not prescribed a rule regarding the form for the report, the public office shall submit 
its report on the form utilized by the public office.  Ohio Admin. Code § 117-2-03 further clarifies the 
requirements of Ohio Rev. Code § 117.38. 
 
Ohio Admin. Code § 117-2-03(B) requires the District to file its annual financial report pursuant to 
generally accepted accounting principles.  However, the District prepared its financial statements in 
accordance with standards established by the Auditor of State for governmental entities not required to 
prepare annual reports in accordance with generally accepted accounting principles.  The accompanying 
financial statements and notes omit assets, liabilities, fund equities, and disclosures that, while material, 
cannot be determined at this time.  Pursuant to Ohio Rev. Code § 117.38, the District may be fined and 
subject to various other administrative remedies for its failure to file the required financial report. 
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SCHEDULE OF FINDINGS 

OMB CIRCULAR A-133 § .505 
JUNE 30, 2014 

(Continued) 
 

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

 
FINDING NUMBER 2014-001 (Continued) 

 
Noncompliance Citation – Ohio Rev. Code § 117.38 (Continued) 
 
We recommend the District take the necessary steps to ensure that the annual financial report is 
prepared on a generally accepted accounting principles basis. 
 
Officials’ Response:  The District has determined that it’s cost prohibitive to prepare complete GAAP 
statements and has elected to prepare look a-like statements that are consistent with GAAP. 
 

FINDING NUMBER 2014-002 
 
Noncompliance Citation 
 
Ohio Rev. Code § 5705.10(I) states that money paid into any fund shall be used only for the purposes for 
which such fund is established. 
  
At the end of October 2013, the following funds had negative cash fund balances: 
 

Fund Negative Balance 

Food Service Fund (006) $249,889
Self-Insurance Fund (024) 193,764
Race to the Top Fund (506) 11,252
IDEA  Fund (516) 65,328
Title I Fund (572) 22,636
Improving Teacher Quality Fund (590) 2,209

At the end of April 2014, the following funds had negative cash fund balances: 

Fund Negative Balance 

Food Service Fund (006) $189,509
Self-Insurance Fund (024) 98,433
IDEA  Fund (516) 41,479
Title I Fund (572) 59,624
Improving Teacher Quality Fund (590) 16,236
21st Century Grant (599) 37,154

In addition, the Food Service Fund, Self-Insurance Fund and Improving Teacher Quality Fund had 
negative cash fund balances of $79,027, $31,466 and $9,481 at the end of June 2014. 

The negative fund cash balances indicate that money from one fund was used to cover the expenses of 
the funds with negative balances. 

We recommend the Treasurer monitor activity in the funds to ensure that money paid into funds are only 
being used for the purposes for which such funds are established. 
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2. FINDINGS RELATED TO THE FINANCIAL STATEMENTS 
REQUIRED TO BE REPORTED IN ACCORDANCE WITH GAGAS (Continued) 

 
FINDING NUMBER 2014-002 (Continued) 

 
Noncompliance Citation - Ohio Rev. Code § 5705.10(I) (Continued) 

 
Officials’ Response: The District will take action to monitor activity in funds to ensure that money paid 
into funds is only being utilized for the purposes for which those funds have been established.    
 

FINDING NUMBER 2014-003 
 
Material Weakness 
 
Governmental Accounting Standards Board Statement No. 34, Paragraph 130, states, in part, that 
budgetary comparison schedules should be presented for the general fund and for each major special 
revenue fund that has a legally adopted annual budget. The budgetary comparison schedule should 
present both (a) the original and (b) the final appropriated budgets for the reporting period as well as (c) 
actual inflows, outflows, and balances, stated on the government’s budgetary basis. The original budget 
is the first complete appropriated budget. 55 NCGA Interpretation 10, paragraph 11, as amended by this 
Statement, defines appropriated budget as “the expenditure authority created by the appropriation bills or 
ordinances which are signed into law and related estimated revenues”.  

The Straight A Grant Fund, a major fund, was established during fiscal year 2014. Our testing of the 
Straight A Grant Fund budgetary statement, as presented for audit, noted that $0 was reported for the 
original budgeted receipts and disbursements. The original budgeted receipts and disbursements should 
have reflected the budgeted amounts first adopted by the board, on February 20, 2014, for the Straight A 
Grant Fund, as documented below: 

Original Budgeted Receipts: 

Intergovernmental Receipts - $14,999,128 

Original Budgeted Disbursements: 

Instruction: Regular - $8,269,495 

Instruction: Instructional Staff - $6,709,633 

Support Services: Pupil Transportation - $20,000 

This resulted in adjustments, which were agreed to by management, being made to the District's Straight 
A Grant Fund budgetary statement. 

We recommend the District follow the requirements of GASB Statement No. 34 when preparing its 
budgetary statements each year.  

Officials’ Response:  We did not receive a response from Officials to this finding.    
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3. FINDINGS FOR FEDERAL AWARDS 
 
 
Finding Number 
 

 
2014-004 

 
CFDA Title and Number 
 

 
Child Nutrition Cluster – CFDA #s 10.553 and 10.555 

 
Federal Award Number / Year 
 

 
2013-2014 

 
Federal Agency 
 

 
U.S. Department of Education 

 
Pass Through Agency 
 

 
Ohio Department of Education 

 
Noncompliance and Material Weakness - Special Tests and Provisions – Free and Reduced Price 
Applications 

7 C.F.R. Part 245.6a establishes procedures for verifying free and reduced lunch applications. By 
November 15th of each school year, the local education agency (LEA) must verify the current free and 
reduced price eligibility of households selected from a sample of applications that it has approved for free 
and reduced price meals, unless the LEA is otherwise exempt from the verification requirement. The 
verification sample size is based on the total number of approved applications on file on October 1st. 
LEAs must select the sample by one of the following methods: 

a. Standard Sample Size. The lesser of 3 percent or 3,000 of the approved applications on file as of 
October 1, selected from error-prone applications. For this purpose, error prone applications are those 
showing household incomes within $100 monthly or $1,200 annually of the income eligibility guidelines for 
free and reduced price meals. 

b. Alternative Sample Sizes. 

(1) The lesser of 3 percent or 3,000 applications selected at random from approved applications on file 
as of October 1 of the school year, or 

(2) The sum of: (a) the lesser of 1 percent of all applications identified as error-prone or 1,000 error-
prone applications, and (b) the lesser of 1/2 of 1 percent of, or 500, approved applications in which the 
household provided, in lieu of income information, a case number showing participation in the SNAP, 
TANF, or FDPIR. 

(3) The use of alternative sample sizes is available only as follows: 

(a) Any LEA may qualify if its non-response rate for the preceding school year’s verification was less 
than 20 percent; or 
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3. FINDINGS FOR FEDERAL AWARDS (Continued) 
 

FINDING NUMBER 2014-004 (Continued) 
 

Noncompliance and Material Weakness - Special Tests and Provisions – Free and Reduced Price 
Applications (Continued)  

(b) An LEA with more than 20,000 children approved by application for free and reduced price meals 
may qualify if its non-response rate for the preceding year had improved over the rate for the second 
preceding year by at least 10 percent. 

“Non-response rate” is defined as the percentage of approved household applications selected for 
verification for which the LEA has not obtained verification information. 

For fiscal year 2014, it does not appear the District selected 3 percent of applications for the verification 
process as required. For one of the seven applications selected for verification (14 percent), the District 
did not maintain the proper documentation used to determine the students were eligible for free or 
reduced lunch. Additionally, the District did not properly make changes to the eligibility status based on 
this non-documentation. 

We recommend the District follow-up with the verification process and in the event they do not receive 
proper documentation to validate a free or reduced lunch determination, make the necessary changes to 
the eligibility status by denying the students application. 

Officials’ Response:  See Corrective Action Plan. 

 
Finding Number 
 

 
2014-005 

 
CFDA Title and Number 
 

 
Twenty-First Century Grant - CFDA 84.287 

 
Federal Award Number / Year 
 

 
2013-2014 

 
Federal Agency 
 

 
U.S. Department of Education 

 
Pass Through Agency 
 

 
Ohio Department of Education 

 
Noncompliance and Material Weakness - Reporting 
 
Ohio Department of Education (ODE) project cash request instructions – GM/PCR-1, Revised 4/4/2013, 
provide detail on how to complete the Total Cash Basis Expenditures by Object Code section of the 
project cash request (PCR). The instructions indicate that the School District should “run a year-to-date 
financial report to capture amounts that have actually been expended in each object category, and enter 
the amount paid in each object”. The instructions also point out that this section of the PCR is 
cumulative. Furthermore, the instructions state “do not include any encumbered amounts in this section”.  
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3. FINDINGS FOR FEDERAL AWARDS (Continued) 
 

FINDING NUMBER 2014-005 (Continued) 
 
Noncompliance and Material Weakness - Reporting (Continued) 
 
The District was required to request from ODE the payment of project funds utilizing a Project Cash 
Request form (PCR). 
 
For the two tested PCRs for the Twenty-First Century Grant, cash basis expenditures reported on the 
PCRs did not agree to the expenditures reported on the District's underlying financial records as 
follows: 

Cash Basis 
Cash Basis Expenditures Encumbrances

Expenditures per District per District 
Reported on  Accounting Accounting  

PCR Date the PCR System Variance System 

November 2013:     
  Salaries $7,056 $4,725 $2,331 $0
  Benefits 4,941 4,941 0 0
  Purchased Services 71,641 32,480 39,161 39,161
  Supplies 4,307 250 4,057 4,057
    Total $87,945 $42,396 $45,549 $43,218
     
March 2014: 
  Salaries $15,493 $15,493 $0 $0
  Benefits 9,236 9,220 16 0
  Purchased Services 190,655 159,735 30,920 30,920
  Supplies 41,905 31,972 9,933 9,933
    Total $257,289 $216,420 $40,869 $40,853

 
It appears that variances occurred in Purchased Services and Supplies because the Treasurer reported 
actual cash basis expenditures to date, plus encumbrances, on the two PCRs tested. The remaining 
variances in Salaries and Benefits are unexplained. As a result of the misstatements, cash basis 
expenditures reported on PCRs were overstated which also caused the cash balance on hand to be 
inaccurately reported on the two PCRs tested.  
 

Furthermore, year-to-date financial reports were not maintained to support exact amounts reported as 
cash basis expenditures and cash balance on hand, on four of the six PCRs. 
 

We recommend the Treasurer ensure cash basis expenditures and cash on hand reported on PCRs are 
accurate and agree to the underlying financial records. Financial reports should be maintained on file to 
support amounts presented on PCRs.  

Officials’ Response:  See Corrective Action Plan. 
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Finding 
Number Finding Summary 

Fully 
Corrected? 

Not Corrected, Partially Corrected; 
Significantly Different Corrective 
Action Taken; or Finding No Longer 
Valid; Explain: 

2013-
001 

A material noncompliance citation was 
issued under Ohio Rev. Code § 117.38 
and Ohio Admin. Code § 117-2-03(B) for 
not preparing the annual financial report 
pursuant to generally accepted 
accounting principles. 

No Not Corrected; this item is repeated in 
the accompanying Schedule of 
Findings as Finding Number 2014-
001. 

2013-
002 

A material noncompliance citation was 
issued under Ohio Rev. Code § 
5705.10(I) for having negative fund 
balances.     

No Not Corrected; this item is repeated in 
the accompanying Schedule of 
Findings as Finding Number 2014-
002.   
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Finding  
Number 

 
Planned Corrective 

Action  
Anticipated 
Completion 

Date 

 
Responsible 

Contact Person 

 
2014-
004 

 
The District will take action to ensure that three 
percent of applications for the verification process 
will be completed and that all proper documentation 
will be maintained for those eligible for free or 
reduced lunch. 
 

 
March 31, 

2015 

 
Food Service 
Director and 
Treasurer 

 
2014-
005 

 
The District will take action to ensure cash basis 
expenditures and cash on hand reported on the 
PCRs is accurate and agrees to the underlying 
financial records.  Financial reports will be 
maintained on file to support amounts presented on 
PCRs. 

 
March 31, 
2015 

 
Treasurer 
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