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INDEPENDENT ACCOUNTANTS’ REPORT 
 
 
 
Ohio Connections Academy 
Hamilton County 
2727 Madison Road, Suite 302 
Cincinnati, Ohio 45209 
 
To the Board of Directors: 
 
We have audited the accompanying basic financial statements of the Ohio Connections Academy, 
Hamilton County, Ohio (the Academy), as of and for the year ended June 30, 2006, as listed in the table 
of contents.  These financial statements are the responsibility of the Academy’s management.  Our 
responsibility is to express an opinion 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 the Comptroller General of the 
United States’ Government Auditing Standards.  Those standards require that we plan and perform the 
audit to reasonably assure 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 opinion.   
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of Ohio Connections Academy, Hamilton County, Ohio, as of June 30, 2006, and the 
changes in its financial position and its cash flows 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 May 11, 2007, 
on our consideration of the Academy’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.  While we did not opine on the internal control over financial reporting or on compliance, that 
report describes the scope of our testing of internal control over financial reporting and compliance and 
the results of that testing.  That report is an integral part of an audit performed in accordance with 
Government Auditing Standards.  You should read it in conjunction with this report in assessing the 
results of our audit. 
 

35 N. Fourth St. / Second Floor / Columbus, OH 43215‐3612 
Telephone:  (614) 466‐3402          (800) 443‐9275          Fax:  (614) 728‐7199 

www.auditor.state.oh.us 
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Management’s Discussion and Analysis is not a required part of the basic financial statements but is 
supplementary information the Governmental Accounting Standards Board requires.  We have applied 
certain limited procedures, consisting principally of inquiries of management regarding the methods of 
measuring and presenting the required supplementary information.  However, we did not audit the 
information and express no opinion on it.   
 
 
 
 
 
 
MARY TAYLOR, CPA 
Auditor of State 
 
 
May 11, 2007
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OHIO CONNECTIONS ACADEMY 
HAMILTON COUNTY 

 
MANAGEMENT’S DISCUSSION AND ANALYSIS 

FOR THE YEAR ENDED JUNE 30, 2006 
UNAUDITED 

 
The discussion and analysis of the financial performance of the Ohio Connections Academy, (the 
Academy) provides an overview of the Academy’s financial activities for the fiscal year ended June 30, 
2006.  The intent of this discussion and analysis is to look at the Academy’s financial performance as a 
whole; readers should also review the notes to the basic financial statements and financial statements to 
enhance their understanding of the Academy’s financial performance. 
 
FINANCIAL HIGHLIGHTS 
 

 Total Assets were $283,842. 
 

 Total Liabilities $439,689. 
 

 Total Net Assets $(155,847). 
 
USING THIS ANNUAL REPORT 
 
This annual report consists of a series of financial statements.  These statements are organized so the 
reader can understand the financial position of the Academy.  Enterprise accounting uses a flow of 
economic resources measurement focus.  With this measurement focus, all assets and all liabilities are 
included on the statement of net assets.    The statement of net assets represents the basic statement of 
position for the Academy.  The statement of revenues, expenses, and changes in net assets presents 
increases (e.g., revenues) and decreases (e.g., expenses) in net total assets. The statement of cash 
flows reflects how the Academy finances and meets its cash flow needs.  Finally, the notes to the basic 
financial statements provide additional information that is essential to a full understanding of the data 
provided on the basic financial statements. 
 
REPORTING THE ACADEMY AS A WHOLE 
 
The view of the Academy as a whole looks at all financial transactions and asks, “How did we do 
financially during 2006?”  The statement of net assets and the statement of revenues, expenses, and 
change in net assets answer this question.  These statements include all assets and liabilities using the 
accrual basis of accounting similar to the accounting used by most private-sector companies.  This basis 
of accounting considers all of the current year’s revenues and expenses regardless of when cash is 
received or paid. 
 
These two statements report the Academy’s net assets and change in those assets.  This change in net 
assets is important because it tells the reader that, for the Academy as a whole, the financial position of 
the Academy has improved or diminished.  The cause of this may be the result of many factors, some 
financial, some not.  Non-financial factors include the current laws in Ohio restricting revenue growth, 
facility conditions, required educational programs and other factors. 
 
FINANCIAL ANALYSIS 
 
The Academy is not required to present government-wide financial statements as the Academy is 
engaged in only business-type activities.  Therefore, no condensed financial information derived from 
government-wide financial statements is included in the discussion and analysis. 
 
The following tables represent the Academy’s condensed financial information derived from the statement 
of net assets and the statement of revenues, expenses, and changes in net assets. 
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OHIO CONNECTIONS ACADEMY 
HAMILTON COUNTY 

 
MANAGEMENT’S DISCUSSION AND ANALYSIS 

FOR THE YEAR ENDED JUNE 30, 2006 
UNAUDITED 
(Continued) 

 
Table 1 provides a summary of the Academy’s net assets for fiscal year 2006 and 2005: 
 
         Table 1 
      Net Assets 

 

 
Table 2 shows the changes in net assets for fiscal years 2006 and 2005: 
 

 

2006 2005
Assets:
Current Assets 273,551$   668,125$   
Non-Current Assets 10,291       10,081       
Total Assets 283,842     678,206     

Liabilities:
Current Liabilities 439,689     544,733     

Net Assets :
Invested in Capital Assets 10,291       10,081       
Unrestricted (166,138)    123,392     
Total Net Assets (155,847)$ 133,473$  

2006 2005
Operating Revenues:
  Foundation Payments 4,332,036$   2,601,102$    
  Special Education 410,446        198,353         
Total Operating Revenues 4,742,482     2,799,455      

Operating Expenses:
  Purchased Services 5,282,916     2,884,812      

Operating Loss (540,434)       (85,357)          

Non-Operating Revenues:
  Federal Subsidies 234,794        51,944           
  State Subsidies 6,400            41,700           
  Interest Earnings 9,920            -                 
Total Non-Operating Revenues 251,114        93,644           

Increase/(Decrease) in Net Assets (289,320)$    8,287$           

Table 2
Change in Net Assets
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OHIO CONNECTIONS ACADEMY 
HAMILTON COUNTY 

 
MANAGEMENT’S DISCUSSION AND ANALYSIS 

FOR THE YEAR ENDED JUNE 30, 2006 
UNAUDITED 
(Continued) 

 
This is the third year of operation for the Academy; therefore, fiscal year 2005 financial information is 
provided in the discussion and analysis for comparison purposes.  Additionally, the Academy operates as 
a one business-type enterprise fund; therefore, analysis of balances and transactions of individual funds 
are not included in the discussion and analysis.  Results of fiscal year 2006 operations indicate ending 
net assets of $(155,847).  The increase in Foundation revenues and operating expenses is primarily due 
to the increase in the Academy’s enrollment for Fiscal year 2006.  The change in net assets for the year 
was a decrease of $(289,320).  The decrease compared to 2005 was due, in part, to the removal of DPIA 
and parity aid by the state, opening of a second location, the addition of personnel and the corresponding 
increase in wages and benefits, and increased purchased services. 
 
BUDGET 
 
Pursuant to Ohio Revised Code Chapter 5705.391, the Academy prepares and adopts an annual budget 
which includes estimated revenues and expenditures for the fiscal year and a five year forecast of 
revenues and expenditures.  The Academy will from time to time adopt budget revisions as necessary. 
 
CAPITAL ASSETS AND DEBT ADMINISTRATION 
 
The Academy used Federal Implementation Grant funds to purchase furniture and fixtures and computers 
for its office.  This represents the only capital asset owned by the Academy.  Capital asset information is 
summarized in Note 4 to the basic financial statements.  The Academy has not issued any debt. 
 
OTHER INFORMATION 
 
Management is currently unaware of any known facts, decisions, or conditions that are expected to have 
a significant effect on financial position or results of operations. 
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Assets:
Current Assets:
Intergovernmental Receivable 273,551$       
Total Current Assets 273,551          

Non-Current Assets
Capital assets (Net of
  Accumulated Depreciation) 10,291            

Total Assets 283,842        

Liabilities:
Current Liabilities:
Accounts Payable 1,401              
Contracts Payable 422,993          
Payable to State Pension System 14,961            
Intergovernmental Payable 334                 
Total Current Liabilities 439,689          

Total Liabilities 439,689          

Net Assets:
Invested in Capital Assets 10,291            
Unrestricted (166,138)        

Total Net Assets (155,847)$     

See the Accompanying Notes to the Basic Financial Statements.

OHIO CONNECTIONS ACADEMY
HAMILTON COUNTY

STATEMENT OF NET ASSETS
 JUNE 30, 2006

7



Operating Revenues:
Foundation Payments 4,332,036$    
Special Education 410,446         

Total Operating Revenues 4,742,482      

Operating Expenses:
  Purchased Services 5,282,916

Operating Loss (540,434)

Non-Operating Revenues:
Federal Grants 234,794
State Grants 6,400
Interest Earnings 9,920
Total Non-Operating Revenues 251,114

Decrease in Net Assets (289,320)

Net Assets Beginning of Year 133,473         
Net Assets End of Year (155,847)$      

See the Accompanying Notes to the Basic Financial Statements.

FOR THE YEAR ENDED JUNE 30, 2006

OHIO CONNECTIONS ACADEMY
HAMILTON COUNTY

STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN NET ASSETS

8



Decrease in Cash and Cash Equivalents

Cash Flows from Operating Activities:
Cash Received for School Foundation Payments 4,736,814$       
Cash Payments to Suppliers for Goods and Services (5,386,532)       

   Net Cash Used for Operating Activities (649,718)          

Cash Flows from Noncapital Financing Activities:
Federal Subsidies 168,676           
State Subsidies 6,734               

   Net Cash Provided by Noncapital Financing Activities 175,410           

Cash Flows from Investing Activities:
Interest 9,920               

   Net Cash Provided by Investing Activities 9,920               

Cash Flows from Capital and Related Financing Activities:
Negative Cash Balance Implicitly Financed 1,401               
Acquisition of Capital Assets (3,373)              

   Net Cash Used in Capital and Related Financing Activities (1,972)              

Net Decrease in Cash and Cash Equivalents (466,360)          

Cash and Cash Equivalents at Beginning of Year 466,360           

Cash and Cash Equivalents at End of Year -                      

Reconciliation of Operating Loss to Net Cash 
 Used for Operating Activities:

Operating Loss (540,434)          

Adjustments to Reconcile Operating Loss to Net
 Cash Used for Operating Activities:
Depreciation 3,162               
Intergovernmental Receivable (5,667)              
Contracts Payable (101,864)          
Payable to State Retirement System (4,915)              
Total Adjustments (109,284)          

Net Cash Used for Operating Activities (649,718)$       

See the Accompanying Notes to the Basic Financial Statements.

OHIO CONNECTIONS ACADEMY
HAMILTON COUNTY

STATEMENT OF CASH FLOWS
FOR THE FISCAL YEAR ENDED JUNE 30, 2006

9
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OHIO CONNECTIONS ACADEMY 
HAMILTON COUNTY 

 
NOTES TO THE BASIC FINANCIAL STATEMENTS 

FOR THE YEAR ENDED JUNE 30, 2006 
 

NOTE 1 – DESCRIPTION OF THE SCHOOL AND REPORTING ENTITY 
 
Ohio Connections Academy (the Academy) is a nonprofit corporation established pursuant to Ohio 
Revised Code Chapters 3314 and 1702.  The mission of Ohio Connections Academy is to leverage 
technology on behalf of students who need a more personalized approach to education to maximize their 
potential and meet the highest performance standards. This mission is accomplished through a uniquely 
individualized learning program that combines the best in virtual education with very real connections 
among students, family, teachers, and the community. Every Ohio Connections Academy student has a 
Personalized Learning Plan and an entire team of adults (including a parent or other learning coach and 
an Ohio-certified teacher) committed to the student’s successful fulfillment of that plan. Ohio Connections 
Academy is a high-quality, high-tech, high-touch virtual “school without walls” that brings out the best in 
every student through Personalized Performance Learning. 
 
The Academy was approved for operation under a contract with the Toledo Charter School Council (now 
known as The Ohio Council of Community Schools, the Sponsor).  The Sponsor is responsible for 
evaluating the performance of the Academy and has the authority to deny renewal of the contract at its 
expiration. 
 
The Academy operates under the direction of a seven-member Board of Directors (the Board). The Board 
of Directors may not be fewer than five nor more than eleven members. At least three Directors will be as 
follows: 
 

(a) At least one Director shall be the parent of one or more students enrolled in the Academy, 
(b) At least one Director shall be a generally recognized community leader in the area served by 

the Academy, and 
(c) At least one Director shall be an educator or have experience in education. 

 
Additionally, the Academy entered into a five-year contract on August 7, 2003, with Connections 
Academy, Inc. for curriculum, school management services, instruction, technology and other services 
(See Note 9). 

 
NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
The financial statements of the Ohio Connections Academy have been prepared in conformity with 
generally accepted accounting principles (GAAP) as applied to governmental nonprofit organizations. The 
Governmental Accounting Standards Board (GASB) is the accepted standard-setting body for 
establishing governmental accounting and financial reporting principles. The Academy also applies 
Financial Accounting Standards Board (FASB) statements and interpretations issued on or before 
November 30, 1989, provided they do not conflict with or contradict GASB pronouncements. The 
Academy has elected not to apply FASB pronouncements and interpretations issued after November 30, 
1989.  The more significant of the Academy’s accounting policies are described below. 
 
A. Basis of Presentation 
 
Enterprise Accounting 
 
The Academy’s basic financial statements consist of a statement of net assets; a statement of revenues, 
expenses, and changes in net assets; and a statement of cash flows. 
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NOTES TO THE BASIC FINANCIAL STATEMENTS 

FOR THE YEAR ENDED JUNE 30, 2006 
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NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 
 
A. Basis of Presentation (Continued) 
 
Enterprise Accounting (Continued) 
 
The Academy uses enterprise accounting to track and report on its financial activities. The Academy uses 
enterprise accounting to maintain its financial records during the fiscal year.  Enterprise accounting 
focuses on the determination of operating income, changes in net assets, financial position, and cash 
flows.  Enterprise accounting may be used to account for any activity for which a fee is charged to 
external users for goods or services.   
 
B. Measurement Focus and Basis of Accounting 
 
Enterprise accounting uses a flow of economic resources measurement focus. With this measurement 
focus, all assets and all liabilities are included on the statement of net assets. The statement of revenues, 
expenses, and changes in net assets presents increases (e.g., revenues) and decreases (e.g., expenses) 
in net total assets. The statement of cash flows reflects how the Academy finances and meets its cash 
flow needs. 
 
Basis of accounting determines when transactions are recorded in the financial records and reported on 
the financial statements. The Academy’s financial statements are prepared using the accrual basis of 
accounting. Revenues resulting from exchange transactions, in which each party gives and receives 
essentially equal value, are recorded when the exchange takes place. Revenues resulting from non-
exchange transactions, in which the Academy receives value without directly giving equal value in return, 
such as grants and entitlements, are recognized in the fiscal year in which all eligibility requirements have 
been satisfied. Eligibility requirements include timing requirements, which specify the fiscal year when the 
resources are required to be used or the fiscal year when use is first permitted; matching requirements, in 
which the Academy must provide local resources to be used for a specified purpose; and expenditure 
requirements, in which the resources are provided to the Academy on a reimbursement basis. Expenses 
are recognized at the time they are incurred.  
 
C. Budgetary Process 
 
Pursuant to Ohio Revised Code Chapter 5705.391, the Academy prepares and adopts an annual budget 
which includes estimated revenues and expenditures for the fiscal year and a five year forecast of 
revenues and expenditures.  The Academy will from time to time adopt budget revisions as necessary. 
 
D. Cash and Investments 
 
Cash held by the Academy is reflected as “Cash and Cash Equivalents” on the statement of net assets.  
Unless otherwise noted, all monies received by the Academy are pooled and deposited in a central bank 
account as demand deposits.  Investments with an initial maturity of more than 3 months are reported as 
investments.  During the year ended June 30, 2006, investments were limited to a repurchase agreement.  
 
E. Intergovernmental Revenues 
 
The Academy currently participates in the State Foundation Program and the State Special Education 
Program. Foundation and Special Education payments are recognized as operating revenues in the in the 
accompanying financial statements. Other grants awarded and received in fiscal year 2006 totaled 
$241,194. Grants and entitlements are recognized as non-operating revenues in the accounting period in 
which all eligibility requirements have been met.  When both restricted and unrestricted resources are 
available for use, it is the Academy’s policy to use restricted resources first, then unrestricted resources 
as they are needed. 
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NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 
 
F.  Capital Assets 
 
Capital assets are capitalized at cost and updated for additions and reductions during the fiscal year. The 
Academy maintains a capitalization threshold of $1,000 dollars. The Academy does not have any 
infrastructure. Improvements exceeding $2,500 are capitalized. The costs of normal maintenance and 
repairs that do not add to the value of the asset or materially extend an asset’s life are not capitalized. 
 
All capital assets are depreciated. Improvements are depreciated over the remaining useful lives of the 
related capital assets. Depreciation is computed using the straight-line method over the following useful 
lives: 
 

Furniture, Fixtures, and Equipment   5 years 
Computers      3 years 

 
G. Net Assets 
 
Net assets represent the difference between assets and liabilities. Net assets are reported as restricted 
when there are limitations imposed on their use either through the enabling legislation adopted by the 
Academy or through external restrictions imposed by creditors, grantors, or laws or regulations of other 
governments. The Academy did not have any restricted net assets at fiscal year end. 
 
H. Operating Revenues and Expenses 
 
Operating revenues are those revenues that are generated directly from the primary activity of the 
Academy. Operating expenses are necessary costs incurred to provide the service that is the primary 
activity of the Academy. All revenues and expenses not meeting this definition are reported as non-
operating. 
 
I. Estimates 
 
The preparation of financial statements in conformity with generally accepted accounting principles 
requires management to make estimates and assumptions that affect the amounts reported in the 
financial statements and accompanying notes. Actual results may differ from those estimates. 
 
NOTE 3 – DEPOSITS 
 
A. Deposits with Financial Institutions 
 
At fiscal year end June 30, 2006, the carrying amount of the Academy’s deposits was $(1,401), exclusive 
of the $1,451,243 repurchase agreement, and its bank balance was $1,602,384.  An accounts payable 
was recorded to reflect the implicitly financed negative cash balance.  Based on the criteria described in 
GASB Statement No. 40, Deposits and Investment Risk Disclosure, as of June 30, 2006, $1,502,384 was 
exposed to custodial credit risk as discussed below, while $100,000 was covered by the Federal 
Depository Insurance Corporation. 
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NOTE 3 – DEPOSITS  (Continued) 
 
B. Investments 
 
The Academy’s investments are reported at fair value.  As of June 30, 2006, the Academy’s had 
$1,451,243 invested in a repurchase agreement. 
 
Custodial Credit Risk: is the risk that in the event of bank failure, the Academy’s investments may not be 
returned.  The Academy has no policy regarding custodial credit risk.  In addition, state law does not 
require security for public deposits and investments to be maintained in the Academy’s name. 
 
NOTE 4 – CAPITAL ASSETS 
 
Capital asset activity for the fiscal year ended June 30, 2006, was as follows: 

 
Balance 
6/30/05 Additions Reductions

Balance 
6/30/06

Capital Assets Being Depreceiated:
  Furniture, Fixtures, and Equipment 12,331$   2,289$         -$               14,620$       
  Computers -               1,083           -                 1,083           

Less Accumulated Depreciation:
  Furniture, Fixtures, and Equipment (2,250)      (2,831)          -                 (5,081)         
  Computers -               (331)             -                 (331)            
Capital Assets, Net of Accumulated Depreciation 10,081$  210$           -$               10,291$      

 
NOTE 5 - OPERATING LEASES 
 
The Academy leases its office facilities from Eastrich No. 167 Corporation under a three-year lease 
agreement. This lease was effective September 13, 2003 and expires November 16, 2006.  The lease 
was amended on May 13, 2005 to include additional square footage.  The monthly rent is based on the 
square footage of the office space.  From July 1, 2005 through November 16, 2005 rent was $4,044 per 
month.  The monthly rent for this location after November 16, 2005 is $4,184 and the total amount paid 
for rent in 2006 was $51,812. 
 
The Academy also leases office space from A.G. Lipson, Limited Partnership under a three-year lease 
agreement.  The lease was effective August 1, 2005 and expires August 31, 2008.  The monthly rent is 
based on square footage with additional expenses for electricity, taxes, insurance and Common Area 
Maintenance all of which are based on square footage.  The total monthly rent for this location is $2,825 
and the total amount paid for 2006 was $30,083. 
 
NOTE 6- RECEIVABLES 
 
Receivables at June 30, 2006 consisted of intergovernmental receivables in the amount of $273,551.  All 
intergovernmental receivables are considered collectible in full and within one year. 
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NOTE 7 – RISK MANAGEMENT 
 
Liability 
 
The Academy is exposed to various risks of loss related to torts; theft of, damage to, and destruction of 
assets; errors and omissions; injuries and natural disasters.  For fiscal year 2006, the School contracted 
with Connections Academy, LLC to provide insurance in the following amounts through being included as 
an additional insured on their policy with Diversified Insurance Services for the following coverage: 
 
Commercial general liability: $6,000,000 general aggregate with a $1,000,000 single occurrence limit 
along with $21,000,000 in excess liability coverage for both aggregate and single occurrence. 
 
There were no settlements in excess of insurance coverage over the past three fiscal years. 
 
NOTE 8 – FISCAL AGENT AND PAYMENTS TO SPONSOR 
 
The sponsorship agreement with Ohio Council of Community Schools requires that the Academy shall 
have a designated fiscal officer who shall meet all the requirements as set forth by law including: 
 

A. Maintain the financial records of the Academy in the same manner as are financial 
records of school districts, pursuant to rules of the Auditor of State; 

 
B. Comply with the policies and procedures regarding internal financial control of the 

Academy; 
 
C. Comply with the requirements and procedures for financial audits by the Auditor of the 

State. 
 
The Academy shall pay to the Sponsor three percent (3%) of all base per pupil cost payments received 
from the state in consideration for the time, organization, oversight, fees and costs of the Sponsor in 
overseeing the Academy.  The Academy’s Fiscal Agent during the audit period was ACE Charter School 
Services.  
 
NOTE 9– MANAGEMENT CONSULTING CONTRACT/PURCHASED SERVICES 
 
The Academy entered into a five-year contract on August 7, 2003, with Connections Academy, LLC for 
curriculum, instruction, technology and other school management services. Under the contract, the 
following terms were agreed upon: 
 
Connections Academy LLC (Connections) will provide direct materials/services or procurement and 
payment services for the following: 
 

1. Instructional materials as approved by the Board and the Sponsor. 
2. Various educational protocols and assessments.  
3. Administrative personnel, including health and other benefits, as approved by the Board and 

the Sponsor where required. 
4. Teaching staff, including health and other benefits, as approved by the Board. 
5. Educational support services for participating families. 
6. Training and other professional development as approved by the Board. 
7. Hardware and software as approved by the Board. 
8. Technical support for any hardware and software provided under the contract. 
9. Maintenance of student records. 

10. Services to special needs students as required by law. 
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NOTE 9– MANAGEMENT CONSULTING CONTRACT/PURCHASED SERVICES (Continued) 
 

11. Administrative services including expenditures for a facility and capital, both of which require 
Board approval. 

12. Financial, treasury and other reporting as required by law. 
13. Student recruiting and community education. 
14. General school management. 

 
For the services listed above, the Academy is required to reimburse actual expenses, pay a fee based on 
enrollment statistics and pay a school management fee to Connections Academy, LLC.  The school 
management fee is equal to 15% of all funds received by the Academy.  The total expense paid under 
this contract for fiscal year 2006 totaled $5,040,259; of this amount $412,334 represents a contract 
payable at June 30, 2006.  The following is a breakdown of these expenses as per the contract: 
 

a) $2,678,313 for the materials or services specified in items (1), (2), (5), (6), (7), and (8) above; 
b) $424,214 as specified in item (10) above; 
c) $1,202,812 as specified in items (3), (4), (11), (12) and (13) above; and 
d) $734,920 as specified in item (14) above. 

 
For the period ended June 30, 2006, purchased services expenses were payments for services rendered 
by various vendors as follows: 
 

Salaries and Wages   
     Connections Academy, LLC  $676,970 
Employee Benefits   
     Connections Academy, LLC  210,135 
Professional and Technical Services   
     Connections Academy, LLC       $1,475,102  
     Legal Services 2,128  
     Other 240,529  
Total Professional and Technical Services  1,717,759 
Property Services   
     Connections Academy, LLC  81,896 
Travel Mileage/Meeting Expense   
     Connections Academy, LLC  20,996 
Communications   
     Connections Academy, LLC  37,908 
Other Supplies   
     Connections Academy, LLC  2,534,089 
Depreciation   
     Connections Academy, LLC  3,163 
Total Purchased Services  $5,282,916 

 
NOTE 10 - CONTINGENCIES 
 
A. Grants  
 
The Academy received financial assistance from federal and state agencies in the form of grants. The 
disbursement of funds received under these programs generally requires compliance with terms and 
conditions specified in the grant agreements and are subject to audit by the grantor agencies. Any 
disallowed claims resulting from such audits could become a liability of the Academy. However, in the 
opinion of management, the Academy has complied with all grant requirements. 
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NOTE 10 – CONTINGENCIES (Continued) 
 
B.  Full Time Equivalency 
 
The Ohio Department of Education conducts reviews of enrollment data and full-time equivalency (FTE) 
calculations made by the Academy. These reviews are conducted to ensure the Academy is reporting 
accurate student enrollment data to the State, upon which state foundation funding is calculated.  The 
conclusions of this review could result in state funding being adjusted.  According to the review of fiscal 
year 2006, the School was underpaid $5,668 which will be added to foundation funding in fiscal year 
2007.  This amount is reflected on the financial statements. 
 
C.  Litigation 
 
A suit was filed was filed in the US District Court, Southern District of Ohio, Western Division on October 
6, 2004, which challenges the funding of charter schools under Equal Protection, Due Process and claims 
violation of a right to vote on the bodies administering public schools. The case is still pending.  The effect 
of this suit, if any, on the Academy is not presently determinable.   
 
NOTE 11 – TAX EXEMPT STATUS 
 
The Academy is a nonprofit corporation established pursuant to Ohio Revised Code Chapters 3314 and 
1702.  Management is not aware of any course of action or series of events that have occurred that might 
adversely affect the Academy’s nonprofit status.  The Academy was approved on October 26, 2006 for 
tax exempt status under 501(C)3 of the Internal Revenue Code.  The approval had a retroactive date of 
July 3, 2003.  
 
NOTE 12 – MANAGEMENT PLAN 
 
The Academy had an operating loss of $540,434 and a net asset deficit of ($155,847) at the end of fiscal 
year 2006.  The Academy is projecting a positive net asset balance for fiscal year ending June 30, 2007. 
The cash basis fund balance as of the report date was $809,461.  The Academy is working with their 
management company to enhance financial viability through increasing operational efficiencies and 
collecting additional revenue due to increased student enrollment and increased federal grants in fiscal 
year 2007. 
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INDEPENDENT ACCOUNTANTS’ REPORT ON INTERNAL CONTROL OVER  
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS 

REQUIRED BY GOVERNMENT AUDITING STANDARDS 
 
 
Ohio Connections Academy 
Hamilton County 
2727 Madison Road, Suite 302 
Cincinnati, Ohio 45209 
 
To the Board of Directors: 
 
We have audited the basic financial statements of Ohio Connections Academy; Hamilton County, Ohio 
(the Academy) as of and for the year ended June 30, 2006, and have issued our report thereon dated 
May 11, 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 the Comptroller 
General of the United States’ Government Auditing Standards. 

 
Internal Control Over Financial Reporting 

 
In planning and performing our audit, we considered the Academy’s internal control over financial 
reporting to determine our auditing procedures to express our opinion on the financial statements and not 
to opine on the internal control over financial reporting.  Our consideration of the internal control would not 
necessarily disclose all matters in the internal control over financial reporting 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 
misstatements caused by error or fraud in amounts material to the financial statements we audited may 
occur and not be timely detected by employees when performing their assigned functions. We noted no 
matters involving the internal control over financial reporting and its operation that we consider material 
weaknesses.  In a separate letter to the Academy’s management dated May 11, 2007, we reported other 
matters involving internal control over financial reporting we did not deem reportable conditions. 
 

Compliance and Other Matters 
 

As part of reasonably assuring whether the Academy’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, providing an opinion 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 
no instances of noncompliance or other matters we must report under Government Auditing Standards.  
In a separate letter to the Academy’s management dated May 11, 2007, we reported a matter related to 
noncompliance we deemed immaterial. 
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We intend this report solely for the information and use of management and the Board of Directors.  It is 
not intended for anyone other than these specified parties. 
 
 
 
 
 
 
MARY TAYLOR, CPA 
Auditor of State 
 
May 11, 2007 
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OHIO CONNECTIONS ACADEMY 
HAMILTON COUNTY 

 
SCHEDULE OF PRIOR AUDIT FINDINGS 

JUNE 30, 2006 
 
 

Finding 
Number 

Finding 
Summary 

Fully 
Corrected? 

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

2005-001 Reimbursed management company 
twice for same expenditure. 

Yes  
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OHIO CONNECTIONS ACADEMY 
 
 

HAMILTON 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 14,  2007 
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