
CITY OF FAIRFIELD, OHIO

Single Audit Reports

December 31, 2004



            



 

                                

 
 
 
 
 
 
 
City Council 
City of Fairfield 
5350 Pleasant Avenue 
Fairfield, Ohio  45014 
 
 
We have reviewed the Independent Auditors’ Report of the City of Fairfield, Butler County, 
prepared by Clark, Schaefer, Hackett & Co., for the audit period January 1, 2004, through 
December 31, 2004.  Based upon this review, we have accepted these reports in lieu of the audit 
required by Section 117.11, Revised Code.  The Auditor of State did not audit the accompanying 
financial statements and, accordingly, we are unable to express, and do not express an opinion on 
them. 
 
Our review was made in reference to the applicable sections of legislative criteria, as reflected by 
the Ohio Constitution, and the Revised Code, policies, procedures and guidelines of the Auditor of 
State, regulations and grant requirements.  The City of Fairfield is responsible for compliance with 
these laws and regulations. 
 
 
 
 
 
 
 
 
BETTY MONTGOMERY 
Auditor of State 
 
July 28, 2006 
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Pass Through Federal
Entity CFDA

Federal Grantor/Program Title Number Number Receipts Expenditures

U.S. Department of Justice:
Direct Grant

Bulletproof Vest Partnership Program 2001BUBX01006505 16.607 1,433$        1,433$          
2003BUBX03016611 16.607 3,317 5,073 

Total Bulletproof Vest Partnership Program 4,750 6,506 

Community Oriented Policing Services (COPS) in Schools 2002SHWX0051 16.710 25,000 25,000 

Local Law Enforcement Block Grant 2004LBBX1515 10.558 - 9,087 

Total U.S. Department of Justice 29,750 40,593 

U.S. Department of Homeland Security:
Passed Through Ohio Public Safety:

Hazard Mitigation Grant PDMCPJ05OH2003002 97.017 1,496,493 1,637,300 

Snow Emergency Grant FEMA 3198EM01725970 97.036 - 106,080 

Total U.S. Department of Homeland Security 1,496,493 1,743,380 

Total Federal Assistance 1,526,243$ 1,783,973$   

NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS:

NOTE A - SIGNIFICANT ACCOUNTING POLICIES
The schedule of expenditures of federal awards has been prepared on the cash basis of accounting.

NOTE B - MATCHING REQUIREMENTS
Certain Federal programs require that the City contribute non-Federal funds (matching funds) to support 
the Federally- funded programs.  The City has complied with the matching requirements.  The expenditure
of non-Federal matching funds is not included on the Schedule.

Year Ended December 31, 2004

CITY OF FAIRFIELD

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

City Council
City of Fairfield, Ohio

We have audited the financial statements of the governmental activities, the business-type 
activities, each major fund, and the aggregate remaining fund information of the City of 
Fairfield, Ohio (the City) as of and for the year ended December 31, 2004 and have issued our 
report thereon dated June 12, 2006.  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 City’s internal control over financial 
reporting in order to determine our auditing procedures for the purpose of expressing our opinion 
on the financial statements and not to provide an opinion on the internal control over financial 
reporting. However, we noted certain matters involving the internal control over financial 
reporting and its operation that we consider to be reportable conditions.  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 City’s ability to record, process, summarize, and report financial data consistent with 
the assertions of management in the financial statements.  A reportable condition is described in 
the accompanying schedule of findings and questioned costs as item 2004-1.

A material weakness is a condition in which the design or operation of one or more of the 
internal control components does not reduce to a relatively low level the risk that misstatements 
caused by error or fraud in amounts that would be material in relation to the financial statements 
being audited may occur and not be detected within a timely period by employees in the normal 
course of performing their assigned functions.  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 to be material weaknesses.  However, we consider the reportable 
condition described above to be a material weakness.  
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the City’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 no instances of 
noncompliance or other matters that are required to be reported under Government Auditing 
Standards.  

We noted certain matters that we reported to management of the City in a separate letter dated 
June 12, 2006.

This report is intended solely for the information and use of management, City Council, and 
federal agencies and pass-through entities and is not intended to be and should not be used by 
anyone other than these specified parties.

Middletown, Ohio
June 12, 2006
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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

City Council
City of Fairfield, Ohio

Compliance

We have audited the compliance of the City of Fairfield 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 December 
31, 2004.  The City of Fairfield’s major federal programs are identified in the summary of auditors’ 
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 the City of Fairfield’s management.  Our responsibility is to 
express an opinion on the City of Fairfield’s compliance based on our audit.

We conducted our audit of compliance in accordance with auditing standards generally accepted in 
the United States; 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 City of Fairfield'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 City of Fairfield's compliance with those 
requirements.

In our opinion, the City of Fairfield 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 
December 31, 2004.
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Internal Control Over Compliance

The management of the City of Fairfield 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 City of 
Fairfield’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 and to test and report on the internal control over 
compliance in accordance with OMB Circular A-133.

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 
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 grant agreements caused by error or fraud that would be material 
in relation to a major federal program being audited may occur and not be detected within a timely 
period by employees in the normal course of performing their assigned functions.  We noted no 
matters involving the internal control over compliance and its operation that we consider to be 
material weaknesses.

Schedule of Expenditures of Federal Awards

We have audited the financial statements of the governmental activities, the business-type 
activities, each major fund, and the aggregate remaining fund information of the City, as of and for 
the year ended December 31, 2004, and have issued our report thereon dated June 12, 2006.  Our 
audit was performed for the purpose of forming opinions on the financial statements that 
collectively comprise the City’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 of the City of Fairfield, 
Ohio. 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 City Council, management, 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.

Middletown, Ohio
June 12, 2006
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CITY OF FAIRFIELD, OHIO

Schedule of Findings and Questioned Costs

Year Ended December 31, 2004

Section I - Summary of Auditors’ Results

Financial Statements

Type of report issued on financial statements: unqualified
Internal control over financial reporting:

Material weakness(es) identified? yes
Reportable condition(s) identified not

considered to be material weaknesses? none 

Noncompliance material to financial statements noted? none

Federal Awards

Internal Control over major programs:
Material weakness(es) identified? none
Reportable condition(s) identified

not considered to be material weaknesses? none 

Type of auditors’ report issued on compliance
for major programs: unqualified

Any audit findings that are required to be reported
in accordance with Circular A-133, Section .510(a)? no

Identification of major programs:

 Hazard Mitigation Grant  CFDA 97.017

 Dollar threshold to distinguish between
Type A and Type B Programs: $300,000

 Auditee qualified as low-risk auditee? yes
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Section II - Financial Statement Findings

2004-1 Utilities Department

The following items relate to procedures in the Utilities Department:

Segregation of Duties

The Utilities Supervisor was the primary person who opened all of the City’s mail,
processed the utility payments, designated the amounts to be posted to customer accounts 
and prepared the daily deposits. She processed and posted adjustments and prepared the 
monthly adjustment reports. The inadequate segregation of duties weakened the controls 
over cash collections.  We recommend that the City implement procedures to adequately 
segregate duties in the Utility Division. Separate individuals should open the mail, make 
the deposits, and post payments/adjustments to the utility billing system. Segregation of 
duties is a key element of any effective internal control system. One employee involved 
in all functions of the receipt process increases the likelihood that errors or irregularities 
may occur and not be detected in a timely manner by management.

Management Response:

Beginning in January 2006, the City implemented a lockbox operation which provides 
the direct deposit by a public depository of all payments mailed to the Fairfield Utility
and Collection Office. After the funds are deposited directly into the City’s bank 
account a data transmission file is sent and uploaded into the City’s billing software.

Incoming Mail

During 2004 all incoming mail for the Administration Building was received by the 
Utilities Supervisor and disbursed to appropriate City departments.  In order to better 
control mail receipts, we recommend that a list be prepared of mail receipts by an 
employee not otherwise handling cash. Entries on the mail receipt listing should be 
subsequently traced, on a test basis, to the receipted deposit slips. The tracing should be 
performed by the person preparing the listing or by someone not otherwise handling or 
recording cash transactions. Any exceptions found should be reviewed by the finance 
department.  

Management Response:

Beginning in January 2006, the City implemented a lockbox operation which provides 
the direct deposit by a public depository of all payments mailed to the Fairfield Utility 
and Collection Office. After the funds are deposited directly into the City’s bank 
account a data transmission file is sent and uploaded into the City’s billing software.
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Timeliness of Deposit of Cash Receipts

During 2004, cash receipts are not being deposited on a timely basis. The Utilities 
Department accumulated cash receipts for items such as fire permits and sidewalk 
assessments in a desk drawer and made monthly deposits. Receipts for refundable 
deposits, bins and waste stickers were deposited twice a month.  As a result, not only is 
there risk of loss from burglary, misplacement, or misappropriation, but the cash is not 
available for expenditures or investment. Also, although the current policy is for 
payments on utility bills to be deposited daily, during our audit we noted several 
instances in which deposits were held for two to three days.  We recommend that deposits 
be made on a daily basis for all types of receipts in the Utilities Department - both to 
improve cash flow and to reduce the risk of loss. 

Management Response:

The City’s issued Policy Number 3-18 “Handling of Cash Transactions” on April 1, 
2004. Each employee who handles cash is required to acknowledge and sign the 
policy.  This policy also requires the timely deposits of cash receipts on a daily basis.

Account Adjustments

The City did not have written procedures for processing adjustments to customer 
accounts. Utilities Adjustment Forms did not have supporting documentation attached 
and were not individually reviewed or approved by a supervisor.  We recommend that the 
City develop specific, written procedures for making adjustments to customer utility
accounts. Proper documentation supporting the reason for the adjustment should be 
attached to all Utilities Adjustment Forms. When possible, customers should be required 
to submit signed, written requests for adjustments to their accounts. Lack of supporting 
documentation increases the risk that improper adjustments may be used to divert 
receipts. All individual adjustment sheets should be reviewed and approved by a
supervisor.

Management Response:

The City is in the process of developing a specific and detailed written policy which 
will be incorporated into the City’s Procedures and Policy Manual.   The current 
procedure in effect since July of 2005 requires the approval of the Finance Director 
or the Public Utilities Director’s approval for any credit adjustment in excess of 
$100.00.  Included with the adjustment form is documentation that the adjustment has 
been made on the account.
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Use of a Cash Register

Although the Utilities Department has a cash register on-site, during 2004 it was only 
used to provide receipts to customers who pay their utility bill in cash.  The internal tape 
on the register was broken, making it impossible for the department to perform a daily 
reconciliation of cash and checks received. We recommend that all non-mail payments 
received by the department be rung up in the cash register. Cash register tapes should be 
maintained, with totals for credit card, cash, and check sales, etc. These tapes should be 
reconciled to the cash and checks on hand, as well as to the utility bill stubs, at the end of 
each day. 

Management Response:

The Utility Billing & Collection Division of the City’s Finance Department has 
implemented the following changes to improve control procedures over the 
processing of payments: Daily reconciliation of the cash register drawer has been 
implemented. All payment stub batches are verified daily with the corresponding 
posting journals.  At month end, the deposit receipts for cash and checks are 
verified with the posting journals and entered onto an Excel Spreadsheet.  
Visa/MasterCard, BillPayer, Lockbox, and Web are also entered onto the Excel 
Spreadsheet and reconciled with the corresponding bank statements by the 
Accounting Division.  Further review of the month end report is reviewed for 
completeness and accuracy by the Finance Director.  

Personal Check Cashing from Daily Receipts

During our testing of deposits made by the Utilities Department, we noted numerous 
instances in which a Utility Department employee cashed a personal check using the 
Department’s daily cash receipts.  In essence, the Department is using the daily cash 
collections as a bank for their personal items.  We recommend the City prohibit the 
cashing of personal checks from City cash receipts.

Management Response:

The City’s issued Policy Number 3-18 “Handling of Cash Transactions” on April 1, 
2004 which strictly prohibits the cashing of checks from daily receipts.  Each 
employee who handles cash is required to acknowledge and sign the policy.  This 
policy also requires the timely deposits of cash receipts on a daily basis.

Section III - Federal Award Findings and Questioned Costs

None
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CITY OF FAIRFIELD, OHIO

Schedule of Prior Audit Findings

Year Ended December 31, 2004

The prior audit disclosed no instances of noncompliance with requirements of major federal 
programs.  In addition, no reportable conditions or material weaknesses with respect to internal 
controls over compliance with requirements that could have a direct and material effect on a major 
federal program were reported in the prior year.
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INDEPENDENT AUDITORS’ REPORT

To the Honorable Mayor and City Council
City of Fairfield:

We have audited the accompanying financial statements of the governmental activities, the 
business-type activities, each major fund, and the aggregate remaining fund information of the 
City of Fairfield, Ohio (the City) as of and for the year ended December 31, 2004, which 
collectively comprise the City’s basic financial statements as listed in the table of contents.  
These financial statements are the responsibility of the City'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, the business-type activities, each 
major fund, and the aggregate remaining fund information of the City of Fairfield, Ohio as of 
December 31, 2004, and the respective changes in financial position and cash flows, where 
applicable, thereof for the year then ended in conformity with accounting principles generally 
accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated June 
12, 2006 on our consideration of the City's internal control over financial reporting and on our 
tests of its compliance with certain provisions of laws, regulations, contracts and grant
agreements and other matters.  The purpose of that report is to describe the scope of our testing 
of internal control over financial reporting and compliance and the results of that testing, and not 
to provide an opinion on the internal control over financial reporting or on compliance.  That 
report is an integral part of an audit performed in accordance with Government Auditing 
Standards and should be considered in assessing the results of our audit.



The Management’s Discussion and Analysis and budgetary comparison information on pages 3 
through 12 and 56 through 60, respectively, are not a required part of the basic financial 
statements but are supplementary information required by the Governmental Accounting 
Standards Board.  We have applied certain limited procedures, which consisted principally of 
inquiries of management regarding 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 City of Fairfield, Ohio’s basic financial statements.  The introductory 
section, combining and individual nonmajor fund financial statements, and statistical tables are 
presented for purposes of additional analysis and are not a required part of the basic financial 
statements.  The combining and individual nonmajor fund financial statements have been 
subjected to the auditing procedures applied in the audit of the basic financial statements and, in 
our opinion, are fairly stated in all material respects in relation to the basic financial statements 
taken as a whole.  The introductory section and statistical tables have not been subjected to the 
auditing procedures applied in the audit of the basic financial statements and, accordingly, we 
express no opinion on them.

Middletown, Ohio
June 12, 2006
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CITY OF FAIRFIELD  
 

BUTLER COUNTY 
 
 
 
 
 

CLERK’S CERTIFICATION 
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. 

 
 
 
 
 
 

 
 

CLERK OF THE BUREAU 
 
CERTIFIED 
AUGUST 10, 2006 
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