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Hoover & Roberts, Inc.

Certified Public Accountants

March 24, 2003

To the Board of Trustees

The Prebl e Gounty Area Community
| nprovenent Qor por ati on

Eaton, Qhio

| NDEPENDENT AUDI TOR' S REPORT

W have audited the acconpanying statenents of financial position of The Preble Gounty Area
Gommunity Inprovenent Gorporation (the Corporation) as of Decener 31, 2002 and 2001, and the
related statenents of activities, and cash flows for the years then ended. These financi al
statenents are the responsibility of the orporation’s nanagenent. Qur responsibility is to
express an opi nion on these financial statenents based on our audits.

W conducted our audits in accordance with auditing standards generally accepted in the
Lhited Sates of America, and the standards applicable to financial audits contained i n Gover nnent
Auditing Sandards, issued by the Gonptroller General of the Lhited Sates. Those standards require
that we plan and perform the audit to obtain reasonabl e assurance about whether the financial
statenents are free of naterial nisstatenent. An audit includes exanining, on a test basis,
evi dence supporting the amounts and disclosures in the financial statenents. An audit also
i ncl udes assessi ng the accounting principles used and the significant estinates nade by nanagenent,
as well as evaluating the overall financial statenent presentation. V& believe that our audits
provi de a reasonabl e basis for our opinion.

In our opinion, the financial statenents referred to above present fairly, in all naterial
respects, the financial position of The Preble Gunty Area Gonmunity | nprovenent Corporation, as of
Decener 31, 2002 and 2001, and the results of its operations, changes in net assets, and cash
flows for the years then ended in conformity with accounting principles generally accepted in the
Lhited Sates of Anerica

In accordance with Governnent Auditing Sandards, we have al so issued our report dated March
24, 2003, on our consideration of the Gorporation’s internal control over financial reporting and
our tests of its conpliance wth certain provisions of laws, regulations, contracts and grants.
That report is an integral part of an audit perforned in accordance with Governnent Auditing
Sandards and should be read in conjunction with this report in considering the results of our
audit.

Hoover & Roberts, Inc.
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ASSETS

Cash and cash equi val ents:
Checki ng
Certificates of deposit

Tot a

Account s receivabl e

TOTAL ASSETS

LI ABI LI TI ES

UNRESTRI CTED NET ASSETS

PREBLE COUNTY AREA COVMUNI TY | MPROVEMENT CORPORATI ON

STATEMENTS OF FI NANCI AL PCSI TI ON

DECEMBER 31, 2002 AND 2001

ASSETS

cash and cash equival ents

$

$

LIABI LI TIES AND NET ASSETS

TOTAL LI ABILITIES AND NET ASSETS
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$

statenents

5, 697
6, 000

11, 697

2, 600

14, 297

14, 297

14, 297

The acconpanying notes are an integra
part of the financia

2001
$ 10, 554
6, 000
16, 554
$ 16, 554
$ -
16, 554
$ 16, 554




PREBLE COUNTY AREA COVMUNI TY | MPROVEMENT CORPORATI ON

STATEMENTS OF ACTI VITIES

FOR THE YEARS ENDED DECEMBER 31, 2002 AND 2001

CHANGES I N UNRESTRI CTED NET ASSETS

REVENUES AND GAIl NS
Agency contract fees
Menber ship fees
Donati ons

I nterest inconme
O her

Total unrestricted revenues and gains

EXPENSES:
Executive director conpensation
Secretary conpensation
Truck route by-pass
Pr of essi onal fees
Contri butions
Ent ert ai nment
Post age
Rei mbur semrent expense
Bank char ges
O her operating expenses

Total expenses

DECREASE | N UNRESTRI CED NET ASSETS

UNRESTRI CTED NET ASSETS, January 1

UNRESTRI CTED NET ASSETS, Decenber 31

The acconpanying notes are an integra

part of the financia
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$

statenents

5,900
1,175

121

7,196

7,800
400

107
1, 000
22
124

9, 453

(2, 257)

16, 554

14, 297

$

6, 650
1,225
75
381

8,331

9, 437
(1, 106)
17, 660

16, 554




PREBLE COUNTY AREA COVMUNI TY | MPROVEMENT CORPORATI ON
STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2002 AND 2001

2002 2001
CASH FLOAS FROM OPERATI NG ACTI VI TI ES
Decrease in unrestricted net assets $ (2,257) % (1,106)
Adj ustnments to reconcil e change in
net assets to net cash provided by
operating activities:
Changes in assets and liabilities:
I ncrease in accounts receivabl e (2, 600) -
Total adjustnents (2, 600) -
Net cash used in
operating activities (4, 857) (1, 106)
NET DECREASE | N CASH
AND CASH EQUI VALENTS (4, 857) (1, 106)
CASH AND CASH EQUI VALENTS, begl nning of year 16, 554 17, 660
CASH AND CASH EQUI VALENTS, end ot year $ 11,697 $ 16, 554

The acconpanying notes are an integra
part of the financial statements

-4-



PREBLE COUNTY AREA COVMUNI TY | MPROVEMENT CORPORATI ON
NOTES TO FI NANCI AL STATEMENTS

SUMVARY OF SI GNI FI CANT ACCOUNTI NG PQOLI ClI ES:

ORGANI ZATION AND NATURE OF OPERATIONS - The Preble County Area
Conmuni ty | mpr overent Cor por ati on (the Cor por at i on) is
incorporated as a not-for-profit corporation under the |aws of
the State of ©GChio for the purpose of furthering econonic
devel opnent in the Preble County area.

BASI S OF ACCOUNTI NG — The financial statements of the Corporation are
prepared on the accrual basis of accounting.

BASI S OF PRESENTATION — Financial statenent presentation follows the
recommendati ons of the Financial Accounting Standards Board in
its Statenent of Financial Accounting Standards (SFAS) 117,
Financial Statenents of Not-for-Profit Organizations. Under SFAS
117, the Corporation is required to report information regarding
its financial position and activities according to three cl asses
of net assets: wunrestricted net assets, tenporarily restricted
net assets, and permanently restricted net assets.

USE OF ESTIMATES - The presentation of financial statenents in
conformity with generally accepted accounting principles requires
management to nake estimates and assunptions that affect the
reported ampounts of revenues and expenses during the reporting
peri od. Actual results could differ fromthose esti mates.

REVENUES — The Corporation is funded prinmarily by nenbership dues from
area individuals and businesses and agency contract fees charged
to area nunicipalities. In addition, the Corporation receives
contributions from area businesses fromtime to tine.

CONTRI BUTI ONS — Contributions, if any, are considered to be avail able
for unrestricted use unless specifically restricted by the donor.

| NCOVE TAXES — The Corporation is exenpt fromfederal incone tax under
Section 501(c)(3) of the Internal Revenue Code, and does not
currently conduct any activities, which would result in the
i mposition of the unrel ated business incone tax.

STATEMENT OF CASH FLOWS — For purposes of reporting cash flows, the

corporation considers all certificates of deposit wth an
original maturity of less than 3 nonths to be the equival ent of
cash.

CONCENTRATION OF CREDI T RI SK

At December 31, 2002, agency fees receivable from one nunicipality
anounted to 96% of total accounts receivable.



PREBLE COUNTY AREA COVMUNI TY | MPROVEMENT CORPORATI ON
NOTES TO FI NANCI AL STATEMENTS ( CONTI NUED)

RELATED PARTY TRANSACTI ONS:

The Executive Director of the Corporation is also the executive
director of the Preble County Area Chanber of Conmerce.

The Treasurer of the Corporation is an enployee of the bank the
Corporation has selected as its funds depository.

Various menbers of the Board of Trustees of the Corporation are
el ected officials or enployees of Preble County, its townships, or its
muni ci palities. Fromtinme to tine, these officials my be required to
make decisions (in their capacities as elected officials) regarding
projects in which the Corporation is involved.



Hoover & Roberts, Inc.

Certified Public Accountants
March 24, 2003

To the Board of Trustees
The Preble County Area Community | nmprovenent Corporation
Eaton, Chio

REPORT ON COVPLI ANCE AND ON | NTERNAL CONTROL OVER FI NANCI AL
REPCRTI NG BASED ON AN AUDI T OF FI NANCI AL STATEMENTS PERFORMED
| N ACCORDANCE W TH GOVERNVENT AUDI TI NG STANDARDS

We have audited the financial statenents of The Preble County Area Comunity
| mprovenent Corporation (the Corporation) as of and for the years ended Decenber
31, 2002 and 2001, and have issued our report thereon dated March 24, 2003. W
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 CGovernment Auditing Standards, issued by the Conptroller General of
the United States.

Conpl i ance

As part of obtaining reasonable assurance about whether the Corporation’'s
financial statements are free of material msstatement, we perforned tests of its
conpliance with certain provisions of l|aws, regulations, contracts and grants,
nonconpliance with which could have a direct and nmaterial effect on the

determ nation of financial statenent anounts. However, providing an opinion on
conpliance with those provisions was not an objective of our audit, and
accordingly, we do not express such an opinion. The results of our tests

di scl osed no instances of nonconpliance that are required to be reported under
CGovernment Auditing Standards.

Internal Control Over Financial Reporting

In planning and performng our audit, we considered the Corporation's
internal control over financial reporting in order to determne our auditing
procedures for the purpose of expressing our opinion on the financial statenents
and not to provide assurance 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 comng to our attention relating to
significant deficiencies in the design or operation of the internal control over
financi al reporting that, in our judgment, could adversely affect the
Corporation’s ability to record, process, sunmarize, and report financial data
consistent with the assertions of managenent in the financial statenents.
Reportabl e conditions are described in the acconpanying schedule of findings and
guesti oned costs as item 02-1.
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Prebl e County Area Community | nmprovenent Corporation
March 24, 2003
Page 2

A material weakness is a condition in which the design or operation of one
or nmore of the internal control conponents does not reduce to a relatively |ow
| evel the risk that misstatements in anobunts that would be material in relation
to the financial statements being audited may occur and not be detected within a
tinmely period by enployees in the normal course of performng their assigned
functions. Qur consideration of the internal control over financial reporting
woul d not necessarily disclose all matters in the internal control that m ght be
reportable conditions and, accordingly, would not necessarily disclose al
reportable conditions that are also considered to be naterial weaknesses.
However, we consider the reportable condition described above to be a nateria
weakness.

This report is intended solely for the information and use of the
Corporation’s Board of Trustees, nmnagenent, and others within the organization
and is not intended to be and should not be used by anyone other than these
specified parties.

Hoover & Roberts, Inc.



THE PREBLE COUNTY AREA COWMVUNI TY | MPROVEMENT CORPORATI ON
SCHEDULE OF FI NDI NGS AND QUESTI ONED COSTS
FOR THE TWD YEARS ENDED DECEMBER 31, 2002

SUMVARY CF AUDI TOR' S RESULTS:

1.

The auditor’s report expresses an unqualified opinion on the
financial statenments of The Preble County Area Community | nprovenent
Cor poration (the Corporation.)

One reportable condition disclosed during the audit of the financia
statenments is reported in the Report on Conpliance and on Interna
Control Over Financial Reporting Based on an Audit of Financia
Statements Performed in Accordance Wth  Governnent Audi ting
Standards. This condition is considered to be a material weakness.

No instances of nonconpliance material to the financial statenents
of the Agency were disclosed during the audit.

FI NDI NGS — FI NANCI AL STATEMENTS AUDI T

02-1

Segregation of Duties

Condition: Segregation of duties over receipts and disbursenents are
not adequate to provide reasonable assurance that the objectives of
internal control are achieved, and adequate conpensating controls
have not been instituted.

Criteria: Duties should be adequately segregated to provide
reasonabl e assurance that the objectives of internal control are
achieved. |f adequate segregation of duties cannot be acconplished,
conpensating controls sufficient to obtain these objectives should
be instituted. The only conpensating controls noted were non-
mandat ory pre-approval of |arge unusual expenditures and retroactive
revi ew of all disbursements by the Board of Trustees.

Ef fect: Because of the lack of segregation of duties and adequate
conpensating controls, it is possible that errors or irregularities
could occur and not be detected in a tinmely manner.

Recomendation: It would not appear to be cost-effective for the
Corporation to hire sufficient additional staff to achieve ful
segregation of duties. However, several additional conpensating
controls could be inplenented. For exanple, mandatory prior approva
(by either the full Board of Trustees or a designated officer other
than the Treasurer) could be required for all disbursenents in
excess of a designated anount, multiple signatures could be required
on checks, or soneone other than the Treasurer could sign checks.
Peri odi ¢ conparisons of receipts to paid nenbership lists could be
made. Soneone other than the Treasurer could perform the bank
reconciliations. In determining what conpensating controls to
institute, the Board of Trustees would have to weigh the costs of
such control s agai nst the benefit to be gai ned.
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