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Board of Education 
Mad River Local School District 
801 Harshman Road    
Riverside, Ohio  45431 
 
 
We have reviewed the Independent Auditor’s Report of the Mad River Local School District, 
Montgomery County, prepared by Clark, Schaefer, Hackett & Co., for the audit period July 1, 
2005 through June 30, 2006.  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 Mad River Local School District is responsible for 
compliance with these laws and regulations. 
 
 
 
 
 
 
 
 
Mary Taylor, CPA 
Auditor of State 
 
October 1, 2007  
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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, 2006, 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, 2006, 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 August 10, 
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. 



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 
August 10, 2007 
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MAD RIVER LOCAL SCHOOL DISTRICT
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

FOR THE FISCAL YEAR ENDED JUNE 30, 2006

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 45,469$             45,469$             

Nutrition Cluster:
National School Breakfast Program 10.553 05-PU 131,657             131,657             
National School Lunch Program 10.555 LL-P4 604,009             586,588             
National Summer Lunch Program 10.559 24-PU 55,587 45,119
Total Nutrition Cluster 791,253 763,364

Total US Department of Agriculture 836,722 808,833

U.S. Department of Education:
Impact Aid Grant 84.041 (2) 1,721,826          1,721,826          

Passed through Ohio Department of Education:
Special Education Cluster:

Special Education Grants to States 84.027 6B-SF 748,905             752,466             
Special Education - Preschool Grants 84.173 PG-S1 22,616 21,033
Total Special Education Cluster 771,521             773,499             

Title I Grants to Local Education Agencies 84.010 C1-S1 400,574             473,242             

Vocational Education Grants 84.048 20-C1 51,425               58,321               

Safe and Drug Free Schools and Communities 84.186 DR-S1 10,234               9,848                 

State Grants for Innovative Programs 84.298 C2-S1 12,603               11,605               

Education Technology State Grants 84.318 TJ-S1 8,747                 8,787                 

English Language Acquisition Grants 84.365 IT-S1 3,800                 3,138                 

Improving Teacher Quality State Grants 84.367 TR-S1 131,454             134,495             

Hurricane Education Recovery 84.938 HR-01 10,000 -

Total U.S. Department of Education 3,122,184 3,194,761

Total Federal Assistance 3,958,906$  4,003,594$

(1) - Estimated cash value of food commodities received and used.
(2) - Direct Award Program

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, 2006 

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, 2006, 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, 2006, which collectively comprise the District’s basic financial statements and 
have issued our report thereon dated August 10, 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 District’s internal control over financial 
reporting in order to determine our auditing procedures for the purpose of expressing our opinions 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 District’s ability to initiate, record, process and 
report financial data consistent with the assertions of management in the financial statements. Reportable 
conditions are described in the accompany schedule of findings and questioned costs as items 2006-001 
and 2006-002. 
 
A material weakness is a reportable condition in which the design or operation of one or more of the 
internal control components does not reduce to a relatively low level the risk that misstatements caused by 
error or fraud in amounts 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 reportable conditions and, accordingly, would not necessarily disclose all 
reportable conditions that are also considered to be material weaknesses. However, of the reportable 
conditions described above, we consider item 2006-001 to be 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 
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provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The 
results of our tests disclosed instances of non-compliance or other matters that are required to be reported 
under Government Auditing Standards and which are described in the accompanying schedule of findings 
and questioned costs as items 2006-003 and 2006-004. 

We also noted certain matters that we reported to management of the District, in a separate letter dated 
August 10, 2007. 

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

Springfield, Ohio 
August 10, 2007 
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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, 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, 2006. 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. 
 
In our opinion, 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, 2006.  
 
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 and 
to test and report on the internal control over compliance in accordance with OMB Circular A-133. 
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Our consideration of the internal control over compliance would not necessarily disclose all matters in the 
internal control that might be material weaknesses. A material weakness is a reportable condition in 
which the design or operation of one or more of the internal control components does not reduce to a 
relatively low level the risk that noncompliance with applicable requirements of laws, regulations, 
contracts, and grants caused by error or fraud that would be material in relation to a major federal 
program being audited may occur and not be 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. 

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

Springfield, Ohio 
August 10, 2007 
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 MAD RIVER LOCAL SCHOOL DISTRICT 
SCHEDULE OF FINDINGS AND QUESTIONED COSTS 

OMB CIRCULAR A-133 § .505 
JUNE 30, 2006 

1.  SUMMARY OF AUDITORS’ RESULTS 

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

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

Yes

(d)(1)(ii) Were there any other reportable control weakness 
conditions reported at the financial statement level 
(GAGAS)? 

Yes

(d)(1)(iii) Was there any reported material non-compliance at 
the financial statement level (GAGAS)? 

Yes

(d)(1)(iv) Were there any material internal control weakness 
conditions reported for major federal programs? 

No

(d)(1)(iv) Were there any other reportable internal control 
weakness conditions reported for major federal 
programs? 

No

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

(d)(1)(vi) Are there any reportable findings under §.510? No

(d)(1)(vii) Major Programs (list): Title I Grants to Local Education 
Agencies – CFDA #84.010 

Nutrition Cluster:
National School Breakfast Program 

– CFDA #10.553 
National School Lunch Program – 

CFDA #10.555 
National Summer Lunch Program – 

CFDA #10.559

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

(d)(1)(ix) Low Risk Auditee? Yes
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2. FINDINGS RELATED TO THE FINANCIAL STATEMENTS REQUIRED 
TO BE REPORTED IN ACCORDANCE WITH GAGAS 

Finding 2006-001: Reporting of Capital Assets

The School District used an outside appraisal firm to update the capital asset listing for fiscal year 
2006. The listing provided by this appraisal firm was used to record the capital assets to the 
School District’s year-end financial statement. During the audit, it was noted this listing did not 
contain any of the School District vehicles which resulted in an audit adjustment.  

The School District has the responsibility to ensure the annual financial statements are accurate 
and complete. If outside firms are used in the future to compile information which will be 
included in the financial statements, management should review this information comparing any 
changes with prior year information to make sure all changes are appropriate. 

Management Response:

We were made aware of this situation and have already made the adjustments necessary to 
ensure the fiscal year 2007 include all capital assets of the District. 

Finding 2006-002: Calculation of Liability for Compensated Absences

In reviewing the School District’s calculation of the liability associated with compensated 
absences it was noted this calculation included employees that were currently eligible to retire. 
However, the School District made no provision in the calculation for employees who are 
anticipated to retire which would result in severance payments being made. GASB Statement No. 
16 prescribes two different methods for determining the liability associated with compensated 
absences, the termination payment method and the vesting method.  

The School District should review its calculation of the liability associated with compensated 
absence to ensure it complies with generally accepted accounting principles. 

Management Response:

We were made aware of this situation and have contacted the firm hired to perform the year 
end GAAP conversion and instructed them to make the necessary changes for fiscal year 
2007. 

Finding 2006-003: Expenditures Exceeding Appropriations

Ohio Revised Code Section 5705.41(B) states that no subdivision or taxing unit is to expend 
money unless it has been appropriate. During fiscal year 2006 the School District had several 
funds in which the total disbursements plus encumbrance amounts exceeded the appropriations 
approved for those funds. 

The School District should monitor expenditures and encumbrances amounts throughout the year 
to ensure approved appropriation amounts are not exceeded. The School District should 
investigate the possibility of using the budgetary monitoring controls available on its financial 
system to ensure budgeted levels are not exceeded. 
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Management Response:

Compliance with appropriation limits were monitored on a fund type basis in prior years. We 
will work towards monitoring on individual fund basis in the future. The Treasurer will work 
with the Board of Education to have necessary appropriation amendments passed throughout 
the year, rather than just at year end. 

Finding 2006-004: Appropriations Exceeding Estimated Resources

Ohio Revised Code Section 5705.39 states that total appropriations from each fund shall not 
exceed the total estimated resources. During fiscal year 2006 the School District had several 
funds in which the total appropriations for these funds exceeded the resources estimated for the 
year.  

The School District should continue to work with the County Auditor’s office to ensure amended 
certificates of estimated resources are obtained prior to enacting appropriation amendments that 
cause appropriations to exceed the estimated resources at the fund level. 

Management Response:

Appropriations amounts were compared with estimated resources on a fund type basis in 
prior years. The Treasurer will work towards monitoring compliance on an individual fund 
basis as future appropriation amendments are presented to the Board of Education in the 
future.

3.  FINDINGS RELATED TO THE DISTRICT’S FEDERAL AWARDS 

None
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MAD RIVER LOCAL SCHOOL DISTRICT 
SCHEDULE OF PRIOR YEAR FINDINGS  

JUNE 30, 2006 

Finding
Number Finding Summary

Fully
Corrected

If not fully 
corrected, 
Explain:

    
2005-001 Expenditures exceeded appropriations 

in various funds during the year. 
No Repeated in current audit 

as Finding 2006-003. 
    
2005-002 Appropriations exceeded estimated 

resources for various funds at the end 
of the fiscal year. 

No Repeated in current audit 
as Finding 2006-004. 

    
2005-003 Appropriations exceeded estimated 

resources for various funds during  
the fiscal year. 

No Repeated in current audit 
as Finding 2006-004. 
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