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REPORT OF INDEPENDENT ACCOUNTANTS ON COMPLIANCE AND ON
INTERNAL CONTROL REQUIRED BY GOVERNMENT AUDITING STANDARDS

City of Vandalia
Montgomery County
333 James E. Bohanan Memorial Drive
Vandalia, Ohio  45377

To the Honorable Mayor and City Council:

We have audited the financial statements of the City of Vandalia, Montgomery County, Ohio, (the City) as
of and for the year ended December 31, 1999, and have issued our report thereon dated May 5, 2000.  We
conducted our audit in accordance with generally accepted auditing standards and the standards applicable
to financial audits contained in Government Auditing Standards, issued by the Comptroller General of the
United States.

Compliance

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 grants, 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 that are required to be reported under Government Auditing
Standards. However, we noted an immaterial instance of noncompliance that we have reported to
management of the City in a separate letter dated May 5, 2000.

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 assurance on the internal control over financial reporting.  Our consideration
of the internal control over financial reporting would not necessarily disclose all matters in the internal control
over financial reporting 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 misstatements 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.  We noted no matters involving the internal control over financial
reporting and its operation that we consider to be material weaknesses. However, we noted a matter
involving the internal control over financial reporting that does not require inclusion in this report, that we
have reported to management of the City in a separate letter dated May 5, 2000.
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This report is intended for the information and use of the management and the City Council, and is not
intended to be and should not be used by anyone other than these specified parties.

Jim Petro
Auditor of State

May 5, 2000

































































































CITY OF VANDALIA, OHIO
NOTES TO THE GENERAL PURPOSE FINANCIAL STATEMENTS

DECEMBER 31 , 1999

NOTE 6 -DEPOSITS AND INVESTMENTS

Policies and Procedures

The investment and deposit of City monies are governed by the provisions of the Charter and Codified
Ordinances of the City and the Ohio Revised Code. In accordance with these provisions, investments
purchased for the portfolio may be safe kept by any Ohio financial institution or any primary government
security dealer. Authorized dealer/brokers are restricted to Ohio financial institutions, primary government
securities dealers, and NASD registered dealers. Interest income is distributed to the funds according to the
City Charter guidelines.

Public depositories must give security for all public funds on deposit. These institutions may either
specifically collateralize individual accounts in addition to amounts insured by the Federal Deposit Insurance
Corporation (FDIC), or may pledge a pool of government securities, the face value of which is at least 110%
of the total value of public monies on deposit at the institution.

Deposits

At year end, the carrying amount of the City's deposits was $3,248,264 and the bank balance was
$3,415,029. Of the bank balance, $501, 121, was covered by federal deposit insurance. The remaining
$2,913,908 was uninsured and uncollateralized. Although the securities were held by the pledging financial
institutions' trust departments in the City's name and all state statutory requirements for the investment of
money had been followed, noncompliance with federal requirements could potentially subject the City to a
successful claim by the Federal Deposit Insurance Corporation.

Investments

Whenever there are monies in the City Treasury which will not be required to be used for a period of thirty
days or more, the Director of Finance, or his/her designate(s) may invest such funds subject to the limitations
contained within the investment policy, and subject to all applicable laws and regulations.

The investment objectives controlling the management of the investment portfolio shall be, in order of
importance: (1) Safety of principal. Recognizing that all investments contain one or more elements of risk,
the portfolio shall be prudently managed with specific consideration given to credit risk, market risk, and
prepayment risk; (2) Liquidity to meet current and contingent requirements; (3) Maximization of returns. The
portfolio shall be managed to maximize the long-term return on the portfolio consistent with current cash
needs.

The maximum maturity of any investment is limited to a final stated maturity of seven years or an average
life of seven years, where the average life is estimated by nationally recognized firms independent of the
dealer selling the security to the City .

The provisions of the City's investment policy permit the City to invest its monies in the following investment
instruments:

1 Obligations of the United States including U.S. treasury securities and government agency
securities guaranteed by the United States.

2. United States government agency securities and the securities issued by instrumentalities
of the U.S. including, but not limited to, obligations of the Federal National Mortgage
Association (FNMA), the Federal Home Loan Mortgage Corporation (FHLMC), the Farm
Credit Bank, the Federal Home Loan Bank, the Government National Mortgage Association
(GNMA), and the Small Business Administration (SBA).

3 State Treasury Asset Reserve of Ohio (STAR Ohio).
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