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Independent Auditor’'s Report

Cleveland Academy of Scholarship, Technology and LeangbeEstierprise
Cuyahoga County

1729 Superior Avenue

Cleveland, Ohio 441144

To the Board of Directors:

We have audited the accompanying financial statementheobtisiness-type activities of the Cleveland Academy of
Scholarship, Technology and Leadership Enterprise , l@gyaCounty, (the School), as of and for the year endesl 3,
2007, which collectively comprise the School’s basiaficial statements as listed in the table of conteriteese financial
statements are the responsibility of the School’'s manage Our responsibility is to express an opinion onettieancial
statements based on our audit.

Except as discussed in the following paragraph, we condoctedudit in accordance with auditing standards generally
accepted in the United States of America and the stas@mplicable to financial audits containedSovernment Auditing
Sandards, issued by the Comptroller General of the United Stafdsose standards require that we plan and perform the
audit to obtain reasonable assurance about whethemntirecil statements are free of material misstatemémt. audit
includes examining, on a test basis, evidence supportingnibennts and disclosures in the financial statementsaudiit

also includes assessing the accounting principles used ansighificant estimates made by management, as well as
evaluating the overall financial statement presemtat We believe that our audit provides a reasonables Hasiour
opinions.

There was insufficient evidence regarding capital asaet®unts payable, non-payroll and payroll expenses dilménaudit
period. We were unable to satisfy ourselves about cagmtats, accounts payable, non-payroll and payroll expdmg
means of other auditing procedures.

In our opinion, except for the effects of audit adjustméhésy, as might have been determined to be necekaarwe been
able to satisfy ourselves about capital assets and d@squayable, the financial statements referred to apmaent fairly, in
all material respects, the respective financial positibthe business type activities of the School, atluok 30, 2007, and
the respective changes in financial position and castsffor the year then ended in conformity with accounpirigciples
generally accepted in the United States of America.

In accordance withGovernment Auditing Sandards, we have also issued our report dated December 31, 2008, on our
consideration of the School's internal control ovieramcial reporting and on our tests of its compliance wihain
provisions of laws, regulations, contracts and grant aggets and other matters. The purpose of that repartdescribe

the scope of our testing of internal control over findn@porting and compliance and the results of that teséing,not to
provide an opinion on the internal control over financgdorting or on compliance. That report is an integaat pf an

audit performed in accordance wi@overnment Auditing Standards and should be read in conjunction with this report in
considering the results of our audit.



Cleveland Academy of Scholarship, Technology and LeangbeEstierprise
Cuyahoga County

1729 Superior Avenue

Cleveland, Ohio 441144

The Management’s Discussion and Analysis on pages 3 throisghoB a required part of the basic financial statémbuat

is supplementary information required by accounting priesigenerally accepted in the United States of Ameki¢a.have
applied certain limited procedures, which consisted pallgi of inquiries of management regarding methods of
measurement and presentation of the required supplemenftanpation. However, we did not audit the informatiorda
express no opinion on it.

e o2 2 T e r
Cammdidl & AsemaiadBa, ;, A

Caudill & Associates, CPA’s
December 31, 2008



CLEVELAND ACADDEMY OF SCHOLARSHIP, TECHNOLOGY AND EADERSHIP ENTERPRISE
MANAGEMENT'’S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2007
(UNAUDITED)

The management’s discussion and analysis of the Clev&leademy of Scholarship, Technology
and Leadership Enterprise’s financial performance providesvarall review of the School's
financial activities for the fiscal year ended June 30, 200he intent of this discussion and
analysis is to look at the School’s financial perfante as a whole; readers should also review the
basic financial statements and notes to the basic dimlarstatements to enhance their
understanding of the School’s financial performance.

Financial Highlights

Key financial highlights for the period from July 1, 2006 tigb June 30, 2007 are as follows:

» The School had net assets of $362,898 as of June 30, 2007.

» Total assets as fiscal year-end were $460,210 and totatiebiliere $97,312.

 The School had operating revenues for fiscal year 2007 of $2@®@&nd operating
expenses of $2,446,573.

Using this Financial Report
This annual report consists of a series of financigstants and notes to those statements.

The statement of net assets and the statement aiueseexpenses, and change in net assets
reflect how the School did financially during fiscal y@@07. These statements include all assets
and liabilities using the accrual basis of accounting sindahat which is used by most private-
sector companies. This basis of accounting considers #ieafurrent fiscal years’ revenues and
expenses regardless of when cash is received or paid.

These statements report the School's net assets angeclin those assets. This change in net
assets is important because it tells the reader whehie financial position of the School has
increased or decreased from the prior fiscal year. Gwer;, these increases and/or decreases are
one indicator of whether the financial position is impng or deteriorating.



CLEVELAND ACADDEMY OF SCHOLARSHIP, TECHNOLOGY AND EADERSHIP ENTERPRISE
MANAGEMENT'’S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2007
(UNAUDITED)

Table 1 provides a summary of the School's net assefstal years 2006 and 2007.

(Table 1)

Net Assets

2006 2007 Change
Assets
Current Assets $142,842 $48,519 ($94,323)
Capital Assets, Net 307,252 411,691 104,439
Total Assets 450,094 460,210 10,116
Liabilities
Current Liabilities 24,596 97,312 72,716
Total Liabilities 24,596 97,312 72,716
Net Assets
Invested in Capital Assets 307,252 411,691 104,439
Restricted Net Assets 62,652 0 (62,652)
Unrestricted (Deficit) 55,594 (48,793) (104,387)
Total Net Assets (Deficit) $425,498 $362,898 ($62,600)

Total assets decreased $94,323 as capital assets (nefisa@tcriey $104,439. Total liabilities
increased $72,716. Total net assets decreased $62,600. Unresteictasisets decreased by
$62,652. Invested in Capital Assets increased by $104,439 fromh ysar 2006 due to capital
asset additions in 2007.



CLEVELAND ACADDEMY OF SCHOLARSHIP, TECHNOLOGY AND EADERSHIP ENTERPRISE
MANAGEMENT’'S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2007

(UNAUDITED)

Table 2 shows the changes in net assets for fiscad 2886 and 2007.

Operating Revenues
State Foundation
Poverty Based Assistance
Total Operating Revenues
Non-Operating Revenues:
Federal and State Grants
Gifts and Contributions
Miscellaneous/Interest
Total Non-Operating Revenues
Total Revenues

Operating Expenses
Salaries
Fringe Benefits
Purchased Services
Rent
Materials and Supplies
Total Expenses

Change in Net Assets

Net Assets (Deficit) at Beginning of Year
Net Assets (Deficit) at End of Year

(Table 2)
Change in Net Assets
2006 2007 Change
$1,217,756 $2,056,643 $838,887
30,636 39,826 9,190
1,248,392 2,096,469 848,077
196,161 249,029 52,868
0 728 728
815 37,747 36,932
196,976 287,504 90,528
1,445,368 2,383,973 938,605
411,531 944,597 533,066
58,858 130,749 71,891
358,159 822,121 463,962
262,588 491,903
47,683 57,203 9,520
1,138,819 2,446,573 $1,078,439
306,549 (62,600) (369,149)
118,949 A2 306,549
$425,498 $362,898 (62,600)

There was an increase in revenues of $938,605 and an increzgeeimses of $1,078,439 from
fiscal year 2006. Of the increase in revenues, State Fommdacreased by $838,887 due to an

increase in enrollment in fiscal year 2007.

Salaries increased by $533,066 from fiscal year 2006. Friagefits also increased by $71,891

due to an increase in staff.

The School spent nearly 45% of its total revenue onopeesd cost. A net loss of $62,600 was

incurred for the 2007 fiscal year.



CLEVELAND ACADDEMY OF SCHOLARSHIP, TECHNOLOGY AND EADERSHIP ENTERPRISE
MANAGEMENT'’S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2007
(UNAUDITED)

Capital Assets

At the end of fiscal year 2007 the School had $411,691, invasfachiture and equipment. Table
3 shows fiscal year 2007.

(Table 3)
Capital Assets at June 30,
(Net of Depreciation)

2007
Furniture and Equipment $411,691
Totals $411,691

Debt Administration

The School does not have any outstanding debt at June 30, 2007.

Contacting the School’s Financial Management

This financial report is designed to provide our citizen$waitgeneral overview of the School's
finances and to show the School’'s accountability fomtl@ey it receives. If you have questions
about this report or need additional information cont@etl Shye, Treasurer at Cleveland
Academy of Scholarship, Technology and Leadership Enterptd§39 Superior Avenue,
Cleveland, OH 44114.



CLEVELAND ACADEMY OF SCHOLARSHIP, TECHNOLOGY AND LEADERSHIP ENTERPRISE
STATEMENT OF NET ASSETS
JUNE 30, 2007

Assets

Current Assets:
Cash and Cash Equivalents $48,519
Total Current Assets 48,519

Non-Current Assets

Capital Assets, Net 411,691
Total Assets 460,210
Liabilities
Current Liabilities:
Accounts Payable 2,750
Accrued Wages and Benefits Payable 76,446
Intergovernmental Payable 18,116
Total Current Liabilities 97,312
Net Assets
Invested in Capital Assets 411,691
Unrestricted (48,793)
Total Net Assets $362,398

See accompanying notes to the basic financial statements



CLEVELAND ACADEMY OF SCHOLARSHIP, TECHNOLOGY AND

STATEMENT OF REVENUES, EXPENSES, AND
CHANGES IN NET ASSETS
FOR THE FISCAL YEAR ENDED JUNE 30, 2007

Operating Revenues:

State Foundation $2,056,643

Poverty Based Assistance 39,826

Total Operating Revenues 2,096,469

Operating Expenses

Sdaries 944 597

Fringe Benefits 130,749

Purchased Services 822,121

Rent 491,903

Materials & Supplies 57,203

Depreciation 0

Total Operating Expenses 2,446,573

Operating Loss (350,104)
Non-Oper ating Revenues

Federal and State Grants 249,029

Gifts and Contributions 728

Miscellaneous 37,747

Total Non-Operating Revenues 287,504

Changein Net Assets (62,600)
Net Assets at Beginning of Y ear 425,498

Net Assets at End of Y ear $362,898

See accompanying notes to the basic financial statements



CLEVELAND ACADEMY OF SCHOLARSHIP, TECHNOLOGY AND LEADERSHIP ENTERPRISE

STATEMENT OF CASH FLOWS
FOR THE FISCAL YEAR ENDED JUNE 30, 2007

Increase (Decrease) in Cash and Cash Equivalents:

Cash Flowsfrom Operating Activities:

Cash Received from State of Ohio

Cash Received from Other Operating Services
Cash Payments for Employee Services and Benefits
Cash Payments for Goods and Services

Net Cash Used For Operating Activities

Cash Flows from Noncapital Financing Activities:
Federal and StateGrants
Net Cash Provided by Noncapital Financing Activities

Cash Flowsfrom Investing Activities
Interest
Net Cash provided for Capital and Related Financing Activities

Net decrease in Cash and Cash Equivalents
Cash and Cash Equivalents - July 1, 2006

Cash and Cash Equivalents - June 30, 2007

Reconciliation of Operating Income to Net
Cash Provided By Operating Activities:
Operating Loss

Adjustmentsto Reconcile Operating Lossto
Net Cash Provided by Operating Activities:
Depreciation

Decrease in intergovernmental receivable
Increase in accounts payable

Increase in Accrued Wages and Benefits Payable
Increase in Intergovernmental Payable

Net Cash Used For Operating Activities

See accompanying notes to the basic financial statements

$2,059,398
38,475
(998,900)
(1,371,936)

(272,963)

182,337

182,337

728

728

(89,898)

138,417

48,519

($350,104)

$0

4,425
2,750
60,598
9,368

($272,963)




CLEVELAND ACADEMY OF SCHOLARSHIP, TECHNOLOGY AND LBDERSHIP ENTERPRISE
NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2007

NOTE 1 — DESCRIPTION OF THE SCHOOL AND REPORTING ENTITY

Cleveland Academy of Scholarship, Technology araldeeship Enterprises (the “School”) is an
Ohio Public Benefit Corporation established pursuarOhio Revised Code Chapter 3314 and
Section 1702.01(P) to address the needs of stuntegtades 9 through 12. The School, which
is part of the State’s education program, is inddpat of any school district and is nonsectarian
in its programs, admission policies, employmentiores, and all other operations. The School
may sue and be sued, acquire facilities as neegkedantract for any services necessary for the
operation of the School.

The School qualifies as an exempt organization ugdetion 501(c)(3) of the Internal Revenue
Code. Management is not aware of any course adracti series of events that have occurred
that might adversely affect the school’'s tax-exestgtus.

The School was approved for operation under contsétt the Lucas County Educational

Service Center (the Sponsor) commencing Octob&0@4 and ending June 30, 2009. The
Sponsor is responsible for evaluating the perfocearf the School and has the authority to
deny renewal of the contract at its expirationenminate the contract prior to its expiration. The
School contracted with Kids 2000 and Educationahdggment Alliance to perform extended
educational services. One employee of Kids 2008 sd¢sves on the School's Governing Board.
Related party transaction is further discussed ateNL2 of the notes to the basic financial
statements.

The School operates under the direction of a fiesalmer Governing Board. The Board is
responsible for carrying out the provisions of toatract which include, but are not limited to
state-mandated provisions regarding student popualatcurriculum, academic goals,
performance standards, admission standards, alificatians of teachers.

The primary government of the School consists ef foimd, several departments and the Board.
School programs include general operations ancestuglated activities of the School. The
School is associated with the Metropolitan Daytodational Cooperative Association, which
is defined as a jointly governed organizations laicomputer consortium of area schools sharing
computer resources. (See Note 13).

NOTE 2 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements of the School have beepaped in conformity with generally accepted
accounting principles (GAAP) as applied to governtak nonprofit organizations. The
Governmental Accounting Standards Board (GASBhés dccepted standard-setting body for
establishing governmental accounting and finarmepbrting principles. The School also applies
Financial Accounting Standards Board (FASB) stat@si@nd interpretations issued on or
before November 30, 1989 provided they do not donhflvith or contradict GASB
pronouncements. The School has elected not to dppBB statements and interpretations
issued after November 30, 1989. The more significhrthe School’'s accounting policies are
described below.

10



CLEVELAND ACADEMY OF SCHOLARSHIP, TECHNOLOGY AND LBDERSHIP ENTERPRISE
NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2007

NOTE 2 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

A. Basis Of Presentation

The School’s basic financial statements consiststhtement of net assets, a statement of
revenues, expenses and changes in net assetsstatehaent of cash flows.

The School uses a single enterprise fund to maintafinancial records during the year. A fund
is defined as a fiscal and accounting entity witlelfbalancing set of accounts.

Enterprise fund reporting focuses on the deternonadf the change in net assets, financial
positions and cash flows. An enterprise fund maydasl to account for any activity for which a
fee is charged to external users for goods andcssrv

B. Measurement Focus

The accounting and financial reporting treatmentanfentity’s financial transactions is
determined by the entity’s measurement focus. Ttergrise activity is accounted for using a
flow of economic resources measurement focus. gdets and all liabilities associated with the
operation of the School are included on the statémienet assets. The statement of revenues,
expenses, and changes in net assets presentssexr@g&., revenues) and decreases (i.e.,
expenses) in net assets. The statement of cashk flmwides information about how the School
finances and meets the cash flow needs.

C. Basis of Accounting

Basis of accounting determines when transactioeasegorded in the financial records and
reported on the financial statements. The Schdiol&cial statements are prepared using the
accrual basis of accounting.

D. Revenues

Revenue resulting from exchange transactions, iohwdach party gives and receives essentially
equal value, is recorded on the accrual basis Wigeexchange takes place.

Non-exchange transactions, in which the Schoolivesevalue without directly giving equal
value in return, include grants, entitlements, awthations. Revenue from grants, and
entittlements, is recognized in the fiscal year imak all eligibility requirements have been
satisfied. Eligibility requirements include timingquirements, which specify the year when the
resources are required to be used or the fiscal wban use is first permitted, matching
requirements, in which the School must provide llaeaources to be used for a specified
purpose, and expenditure requirements, in whichrébeurces are provided to the School on a
reimbursement basis.

E. Expenses

Expenses are recognized at the time they are edurr

11



CLEVELAND ACADEMY OF SCHOLARSHIP, TECHNOLOGY AND LBDERSHIP ENTERPRISE
NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2007

NOTE 2 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

E. Cash and Cash Equivalents

All monies received by the School are maintainedamand deposit accounts. All funds of the
School are maintained in these accounts. Totalisgslesented as “Cash and Cash Equivalents”
on the accompanying statement of net assets.

G. Capital Assets

Capital assets are capitalized at cost or estimhigtdrical cost (which is determined by
indexing the current replacement cost back to #s ¢f acquisition) and updated for additions
and retirements during the fiscal year. Donatedtalapssets are recorded at their fair market
values as of the date received. The School mamticapitalization threshold of one thousand
dollars. The School does not possess any infrasteicPer the policy at the School, no
depreciation is taken in the fiscal year of acgjoisi Improvements are capitalized; the costs of
normal maintenance and repairs that do not addetodlue of the asset or materially extend an
asset’s life are not.

All reported capital assets are depreciated. Ingrents are depreciated over the remaining
useful lives of the related capital assets. Deptieci is computed using the straight-line method
over the following useful lives:

Furniture and Equipment 5-30 years
Vehicles 10-20 years

H. Compensated Absences

Sick leave benefits are accrued as a liabilitygusne vesting method. The liability includes the
employees who are currently eligible to receiventeation benefits and those the School has
identified as probable of receiving payment infiltere. The amount is based on accumulated
sick leave and employees’ wage rates at fiscal-gedy taking into consideration any limits
specified in the School’s termination policy. Theh8ol records a liability for accumulated
unused sick leave for all employees with ten ye&isurrent service for all positions (including
certified and non-certified staff). Since the SdHmas not been in operation for ten years, there
is no sick leave benefits liability.

. Net Assets

Net assets represent the difference between assdtigbilities. Net assets, invested in capital

assets, consists of capital assets, net of acctedutkepreciation. Net assets are reported as
restricted when there are limitations imposed @ir thse either through the enabling legislation

adopted by the School or through external resiristimposed by creditors, grantors, or laws or
regulations of other governments. Restricted rne#tasnclude federal and State grants restricted
to expenditures for specific purposes. The Schpplies restricted resources when an expense
is incurred for purposes which both restricted amebstricted net assets are available.

The government-wide statement of net assets rep@ib$ restricted net assets, none of which is
restricted by enabling legislation.

12
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CLEVELAND ACADEMY OF SCHOLARSHIP, TECHNOLOGY AND LBDERSHIP ENTERPRISE
NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2007

NOTE 2 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

J. Operating Revenues and Expenses

Operating revenues are those revenues that areagghelirectly from the primary activities.
For the School, these revenues are primarily foumagayments from the State. Operating
expenses are the necessary costs incurred to prdwdgood or service that are the primary
activity of the School. Revenues and expenses meting this definition are reported as non-
operating.

K. Intergovernmental Revenues

The School currently participates in the State FEation Program and the State Special
Education Program. Revenues received from thesgrars are recognized as operating
revenues in the accounting period in which allilglity requirements have been met. Eligibility
requirements include timing requirements which gpéoe year when the resources are required
to be used or the fiscal year when use is firsingegd, matching requirements in which the
School must provide local resources to be usedafgpecified purpose and expenditure
requirements in which the resources are providéaet&chool on a reimbursement basis.

The amount of these grants is directly relatechéontumber of students enrolled in the School.
The Ohio Department of Education conducts reviewwermmollment data and full-time
equivalency (FTE) calculations made by the Schboése reviews are conducted to ensure the
schools are reporting accurate student enrollmetat t the State, upon which State Foundation
funding is calculated. The review for fiscal ye@02 did not identify any over payments.

The remaining grants and entitlements receivedh&ysthool are recognized as non-operating
revenues in the accounting period in which eligipiequirements have been met.

L. Estimates

The preparation of financial statements in confeynwith generally accepted accounting

principles requires management to make estimatdsaasumptions that affect the amounts
reported in the financial statements and accompagngotes. Actual results may differ from

those estimates.

M. Budgetary Process

Unlike other public schools located in the Stat®bfo, community schools are not required to
follow budgetary provisions set forth in Ohio Re@dsCode Chapter 5705, unless specifically
provided in the contract between the School andptsisor. The contract between the School
and its Sponsor does not prescribe a budgetarggsdor the School.

13



CLEVELAND ACADEMY OF SCHOLARSHIP, TECHNOLOGY AND LBDERSHIP ENTERPRISE
NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2007

NOTE 3 — DEPOSITS

Custodial credit risk for deposits is the risk timthe event of bank failure, the School will not
be able to recover deposits or collateral secarihat are in the possession of an outside party.
At fiscal year-end, of the School’s bank balanc&4%,462, none was exposed to custodial credit

risk because it was FDIC insured.

The School has no policy for custodial credit fizkdeposits.

NOTE 4 — CAPITAL ASSETS

Capital assets activity for the fiscal year endeteB0, 2007 was as follows:

Capital Assets Being Depreciated:
Furniture and Equipment

Total Capital Assets Being Deprecic

Less Accumulated depreciati
Furniture and Equipment
Vehicles

Total Accumulated Depreciati

Total Capital Assets
Being Depreciated, Net

Balance Balance
6/30/06 Additions Deletions 6/30/07
$307,252 $104,439 $0 $411,6
307,25: 104,43¢ 0 411,69:
0 0 0 0
0 0 0 0
0 0 0 0
$307,252 $104,439 $0 $411,691

14



CLEVELAND ACADEMY OF SCHOLARSHIP, TECHNOLOGY AND LBDERSHIP ENTERPRISE
NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2007

NOTE 5 - RECEIVABLES

There were no outstanding receivables as of Jun2(&Ly.

NOTE 6 - RISK MANAGEMENT

A.Property and Liability

The School is exposed to various risks of losstedldao torts; theft of, damage to, and
destruction of assets; errors and omissions; kegutb employees; and natural disasters.
Buildings and contents are covered under Westfiekirance Company with a $1,000
deductible. Electronic data processing equipmentogered under Westfield Insurance
Company with a $1,000 deductible. The School carli@bility insurance with Westfield
Insurance Company of $1,000,000 per single occeerand $2,000,000 aggregate.

There have been no significant reductions in ima@g&overage from the last fiscal year. Settled
claims have not exceeded insurance coverage f@atawo fiscal years.

B.Worker’'s Compensation

The School pays the State Workers’ Compensatiote®ysa premium for employee injury
coverage. The premium is calculated by multiplyamgual gross payroll by a factor calculated
by the State.

15



CLEVELAND ACADEMY OF SCHOLARSHIP, TECHNOLOGY AND LBDERSHIP ENTERPRISE
NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2007

NOTE 7 - DEFINED BENEFIT PENSION PLANS

A. School Employees Retirement System

The School contributes to the School Employeesréeént System (SERS), a cost-sharing
multiple-employer defined benefit pension plan. SERrovides retirement and disability

benefits, annual cost-of-living adjustments, andttebenefits to plan members and
beneficiaries. Authority to establish and amendebinis provided by Chapter 3309 of the Ohio
Revised Code. SERS issues a publicly availabledstone financial report that includes

financial statements and required supplementagrmmdtion. That report may be obtained by
writing to the School Employees Retirement Syst@800 East Broad Street, Suite 100,
Columbus, Ohio 43215-3746, by calling (800) 878%86 by visiting the SERS website at

www.ohsers.org

Plan members are required to contribute 10 penfegheir annual covered salary and the School
is required to contribute at an actuarially detesdirate. The current School rate is 14 percent
of annual covered payroll. A portion of the Scheatontribution is used to fund pension
obligations with the remainder being used to fuedlth care benefits; for fiscal year 2007,
10.58 percent of annual covered salary was theopaused to fund pension obligations. The
contribution requirements of plan members and eyapfoare established and may be amended,
up to a statutory maximum amount, by the SERS r&eent Board. The School’s required
contributions for pension obligations to SERS Fer tiscal years ended June 30, 2007 and 2006,
were $42,816 and $13,183, respectively; 100 petwamteen contributed for fiscal year 2007
and 96.07 percent for fiscal year 2006.

B. State Teachers Retirement System of Ohio

The School participates in the State TeachersdrRatint System of Ohio (STRS Ohio), a cost-
sharing, multiple-employer public employee retirabngystem. STRS Ohio provides retirement
and disability benefits to members and death andveun benefits to beneficiaries. STRS Ohio

issues a stand-alone financial report that maytteirmed by writing to STRS Ohio, 275 E.

Broad St., Columbus, OH 43215-3371, by calling J6227-4090, or by visiting the STRS Ohio

website atvww.strsoh.org

New members have a choice of three retirement ptaixefined Benefit (DB) Plan, a Defined
Contribution (DC) Plan and a Combined Plan. The p&n offers an annual retirement
allowance based on final average salary times@eptge that varies based on years of service,
or an allowance based on member contributions anged interest matched by STRS Ohio
funds times an actuarially determined annuity facibe DC Plan allows members to place all
their member contributions and employer contringicequal to 10.5 percent of earned
compensation into an investment account. Investrdeaisions are made by the member. A
member is eligible to receive a retirement bemfiige 50 and termination of employment. The
Combined Plan offers features of both the DC Plachthe DB Plan. In the Combined Plan,
member contributions are invested by the membelreamloyer contributions are used to fund
the defined benefit payment at a reduced level flioeregular DB Plan. DC and Combined
Plan members will transfer to the Defined Benef#nPduring their fifth year of membership
unless they permanently select the DC or Combireal Existing members with less than five
years of service credit as of June 30, 2001, werengthe option of making a one time
irrevocable decision to transfer their account mags from the existing DB Plan into the DC
Plan or the Combined Plan. This option expired eaddnber 31, 2001. Benefits are established
by Chapter 3307 of the Ohio Revised Code.
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CLEVELAND ACADEMY OF SCHOLARSHIP, TECHNOLOGY AND LBDERSHIP ENTERPRISE
NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2007

NOTE 7 - DEFINED BENEFIT PENSION PLANS (continued)

A DB or Combined Plan member with five or more gearedited service who becomes disabled
may qualify for a disability benefit. Eligible spges and dependents of these active members
who die before retirement may qualify for survivmenefits. Members in the DC Plan who
become disabled are entitled only to their acctvafdnce. If a member dies before retirement
benefits begin, the member’'s designated beneficsagntitled to receive the member’'s account
balance.

For the fiscal year ended June 30, 2007, plan memiere required to contribute 10 percent of
their annual covered salaries. The School was medjto contribute 14 percent; 13 percent was
the portion used to fund pension obligations. kFecdl year 2005, the portion used to fund
pension obligations was also 13 percent. Contabutates are established by the State Teachers
Retirement Board, upon recommendations of its donguactuary, not to exceed statutory
maximum rates of 10 percent for members and 14epéefor employers. Chapter 3307 of the
Ohio Revised Code provides statutory authorityriember and employer contributions.

The School’s required contributions for pensionigatiions to STRS Ohio for the fiscal years

ended June 30, 2007 and 2006 were $78,792 and683i&8pectively; 100 percent has been
contributed for fiscal year 2007 and 96.54 peréantiscal year 2006.

NOTE 8 - POSTEMPLOYMENT BENEFITS

The School provides comprehensive health care ibetefretired teachers and their dependents
through the State Teachers Retirement System af (31IRS Ohio), and to retired non-certified
employees and their dependents through the Schuopldyees Retirement System (SERS).
Benefits include hospitalization, physicians’ fepsescription drugs and reimbursement of
monthly Medicare premiums. Benefit provisions amh@ obligations to contribute are
established by the Systems based on authorityegtdoyt State statute. Both systems are funded
on a pay-as-you-go basis.

All STRS Ohio retirees who participated in the DBGombined Plans and their dependents are
eligible for health care coverage. The STRS OhiarBdnas statutory authority over how much,
if any, of the health care costs will be absorbgdSBHRS Ohio. All benefit recipients pay a
portion of the health care cost in the form of anthty premium. By law, the cost of coverage
paid from STRS Ohio funds is included in the emg@fagontribution rate, currently 14 percent of
covered payroll. For the fiscal year ended June2B0,7, the STRS Ohio Board allocated
employer contributions equal to one percent of cevgpayroll to the Health Care Stabilization
Fund. For the School, this amount equaled $5,82fsital year 2007.

STRS Ohio pays health care benefits from the Healtk Stabilization Fund. At June 30, 2007,
the balance in the Fund was $3.5 billion. For the figeal ended June 30, 2007, net health care
costs paid by STRS Ohio were $300,690,000 and STRS Ohio had 119,184 ddgnefit
recipients
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CLEVELAND ACADEMY OF SCHOLARSHIP, TECHNOLOGY AND LBDERSHIP ENTERPRISE
NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2007

NOTE 8 — POSTEMPLOYMENT BENEFITS (continued)

For SERS, coverage is made available to service retidd ten or more years of qualifying

service credit, and to disability and survivor benefitipeats. Members retiring on or after

August 1, 1989, with less than twenty-five years of servieglic must pay a portion of their

premium for health care. The portion is based onsyehservice up to a maximum of 75 percent
of the premium.

After the allocation for basic benefits, the remainaiethe employer’s 14 percent contribution is
allocated to providing health care benefits. For tkeafi year ended June 30, 2007, employer
contributions to fund health care benefits were 3.42 peadfezovered payroll. In addition, SERS
levies a surcharge to fund health care benefits equadl tpercent of the difference between a
minimum pay and the member’s pay, pro-rated for partialise credit. For fiscal year 2007, the
minimum pay was established at $35,800. However, the surcdsargpped at two percent of each
employer's SERS salaries. For the School, the amoamtributed to fund healthcare benefits,
including the surcharge, during the 2007 fiscal year equaled $8,522.

The surcharge, added to the unallocated portion of the lemeemployer contribution rate,
provides for maintenance of the asset target levahthealth care fund. The target level for the
health care reserve is 150 percent of the annual heatbgpenses. Expenses for health care for
the fiscal year ended June 30, 2007 were $158,751,207. At June 30, BB& h&d net assets
available for payment of health care benefits of $295.8omil SERS has 59,942 participants
eligible to receive health care benefits.

NOTE 9 — EMPLOYEE BENEFITS

A.Compensated Absences

The criteria for determining sick leave componearts derived from State Laws. Teachers,
administrators, and classified employees earnlemke at the rate of one and one-fourth days
per month. Sick leave may be accumulated up toxanmuan of 120 days. Upon retirement,
payment is made for one-fourth of the total accateal and unused sick leave credit, up to a
maximum of 120 days for employees.

B. Medical

The School offers medical insurance through Amaritaust Company to full-time employees
The contribution to the monthly premium for mediceurance shall be 20 percent paid by the
staff member and 80 percent paid by the Board. Mgmremiums for the medical insurance
are the following:

Single: $367 per month
Enrollee plus spouse: $624 per month
Enrollee plus children: $637 per month
Family: $864 per month
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NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2007

NOTE 10 — OPERATING LEASE

The School subleases two office facilities from &gy Lofts, LLC for school space located at
1729 Superior Avenue, Cleveland, Ohio 44114.

The term of the lease began September 1, 2006 anohuwes through August 31, 2020. The
lease payment is $30,000 per month. Tenant ismegpe for all repairs to the building.

The following is a schedule of future minimum pants required under the above operating
lease as of June 30, 2007 are as follows:

Year Ending June 30, Amount
2008 $360,000
2009 360,000
2010 360,000
2011 360,000
2012 360,000
2013 - 2017 1,800,000
2018 - 2020 1,140,000
$4,740,000

NOTE 11 — CONTINGENCIES

A. Grants

The School received financial assistance from gddmrd State agencies in the form of grants.
The disbursement of funds received under thesegrmygenerally requires compliance with
terms and conditions specified in the grant agreésnand is subject to audit by the grantor
agencies. Any disallowed claims resulting from sacidits could become a liability of the
School. However, in the opinion of management, sugh disallowed claims will not have a
material adverse effect on the overall financiaifan of the School at June 30, 2007.

B. State Funding

The Ohio Department of Education conducts revieWwermrollment data and full-time
equivalency (FTE) calculations made by the schddiese reviews are conducted to insure the
schools are reporting accurate student enrollmatiat t the State, upon which State foundation
funding is calculated. No payables were due asud 30, 2007.

C. Litigation

A suit was filled in the US District Court, SouthebDistrict of Ohio, Western Division on
October 6, 2004, which challenges the funding @frteln schools under Equal Protection, Due
Process, and claims violation of the right to vmtethe bodies administering public schools. The
case is still pending. The effect of this suitaify, on the Cleveland Academy of Scholarship,
Technology and Leadership Enterprises is not ptigsggterminable.
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NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2007

NOTE 12 — RELATED PARTY TRANSACTION

The School contracted with Kids 2000 to perfornmeaged educational services. One member
of Kids 2000 also serves on the School’'s Goverdogrd. Total payments made for these
services during the fiscal year ended June 30, 2@0& $30,000.

NOTE 13 — JOINTLY GOVERNED ORGANIZATION

Metropolitan Dayton Educational Cooperative Assboia- The School is a participant in the
Metropolitan Dayton Educational Cooperative Assiara (MDECA) which is a computer

consortium. MDECA is an association of public sdhdstricts within the boundaries of
Montgomery, Miami and Darke Counties and the Cigé®ayton, Troy and Greenville. The
organization was formed for the purpose of applymngdern technology with the aid of
computers and other electronic equipment to adtratie and instructional functions among
member school districts.

The governing board of MDECA consists of seven 8amsdents of member school districts,
with six of the Superintendents elected by majovitye of all member school districts except
Montgomery County Educational Service Center. Téeesth Superintendent is from the
Montgomery County Educational Service Center. Thieo8! paid MDECA $1,113 for services
provided during the fiscal year. Financial inforroatcan be obtained from Jerry Woodyard,
who serves as Director, at 225 Linwood Street, @aydDhio 45405.

NOTE 14 — COMPLIANCE

Contrary to Ohio Rev. Code Section 149.351, the8datd not have supporting documentation to
sufficiently test expenditures and accounts payable
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CAUDILL & ASSOCIATES, CPA'’s

725 5n Street
Portsmouth, Ohio 45662

Member American Institute of Certified Public Aceants Member Ohio Society of Certified Public Accountants
Member Kentucky Society of Certified Public Accoants

Report on Internal Control Over Financial Reporting and on Compliance and Other Matters Based on an Alit of
Financial Statements Performed in Accordance WitlfGovernment Auditing Standards

Cleveland Academy of Scholarship, Technology aratleeship Enterprise
Cuyahoga County

1729 Superior Avenue

Cleveland, Ohio 44114

To the Board of Directors:

We have audited the financial statements of Thealdad Academy of Scholarship, Technology and Leshife Enterprise,
Cuyahoga County, (the School), as of and for ther yded June 30, 2007, and have issued our reéqmwdon dated
December 31, 2008, which was qualified for laclewatiential matter regarding capital assets, acsopayable, non-payroll
expenses and payroll expenses for fiscal year ZBc€pt for the scope limitation described abowecanducted our audit in
accordance with auditing standards generally aedept the United States of America and the starsdamplicable to
financial audits contained iBovernment Auditing Standardssued by the Comptroller General of the Unitedes.

Internal Control Over Financial Reporting

In planning and performing our audit, we considetteel School’s internal control over financial refpgy as a basis for
designing our auditing procedures for the purpdsexpressing our opinions on the financial statetsielbut not for the
purpose of expressing an opinion on the effectiserma the School’s internal control over finanogdorting. Accordingly,
we do not express an opinion on the effectivenéfsedSchool’s internal control over financial rejireg.

Our consideration of internal control over finargireporting was for the limited purpose describedhie preceding
paragraph and would not necessarily identify afialencies in internal control over financial refing that might be
significant deficiencies or material weaknessesweéicer, as discussed below, we identified certafitiéacies in internal
control over financial reporting that we considebe significant deficiencies.

A control deficiency exists when the design or afien of a control does not allow management orleyags, in the normal
course of performing their assigned functions,revpnt or detect misstatements on a timely bassgAaificant deficiency
is a control deficiency, or combination of contdeificiencies, that adversely affects the SchodiiBtg to initiate, authorize,
record, process, or report financial data reliablgccordance witlisenerally Accepted Accounting Principlesich that
there is more than a remote likelihood that a mateshent of the School’s financial statements tisambre than
inconsequential will not be prevented or detectgdhe School’s internal control. The results of ¢ests disclosed five
instances of significant internal control deficiexscthat are required to be reported uf@erernment Auditing Standards,
which are described in the accompanying scheduliedihgs as items 2007-001, 2007-002, 2007-0087204, and 2007-
005.

A material weakness is a significant deficiencycombination of significant deficiencies, that fesin more than a remote

likelihood that a material misstatement of the fiicial statements will not be prevented or detetigthe School’s internal
control.
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Cleveland Academy of Scholarship, Technology anadeeship Enterprise

Cuyahoga County

Report on Internal Control Over Financial Reportimgl on Compliance and Other Matters Based on it 8luFinancial
Statements Performed in Accordance v@hvernment Auditing Standards

Our consideration of the internal control over fio&l reporting was for the limited purpose desadiin the first
paragraph of this section and would not necessaldytify all deficiencies in the internal contitblat might be significant
deficiencies and, accordingly, would not necesgatisclose all significant deficiencies that arscatonsidered to be
material weaknesses. We consider the followingcagfcies described in the accompanying scheduléndings and
responses to be material weaknesses in internatbt®over financial reporting as items 2007-00002-004, and 2007-005.

Compliance and Other Matters

As part of obtaining reasonable assurance abouthehthe School’s financial statements are frematerial misstatement,
we performed tests of its compliance with certaiovisions of laws, regulations, contracts and ggamgreements,
noncompliance with which could have a direct andenia effect on the determination of financialtetaent amounts.
However, providing an opinion on compliance witlegh provisions was not an objective of our auditf accordingly, we
do not express such an opinion. The results oftests disclosed one instance of noncompliancetmranatter that is
required to be reported undéovernment Auditing Standardghich is described in the accompanying schedufadings
and responses as item 2007-001.

The School’s response to the findings identifiedun audit is described in the accompanying scleedifindings and
responses. We did not audit the School’'s resparsgsaccordingly, we express no opinion on it.

This report is intended solely for the informatamd use of management, Board members, School's@pand the Ohio
Department of Education, and is not intended tariskshould not be used by anyone other than tipes#isd parties.

FUPRTTY | O SRS Rt LF s LY

Caudill & Associates, CPA's
December 31, 2008
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CLEVELAND ACADEMY OF SCHOLARHSHIP, TECHNOLOGY AND L EADERSHIP ENTERPRISE
Cuyahoga County
Schedule of Findings & Responses
June 30, 2007

1. FINDINGS RELATED TO THE FINANCIAL STATEMENTS
REQUIRED TO BE REPORTED IN ACCORDANCE WITH GAGAS

Finding No.2007-001
Noncompliance Citation/Significant Internal Contféficiency/Material Weakness — Failure to maintitequate
supporting documentation of expenditures, and aetpayable.

Ohio Rev. Code Section 149.351 states all recaelpraperty of the public office concerned and Ishet

be removed, destroyed, mutilated, transferred tloeravise damaged or disposed of, in whole or i, par

except as provided by law or under the rules adbptethe records commission provided for under the
Ohio Rev. Code Section 149.41. Such records sleatldhvered by outgoing officials and employees to
their successors and shall not be otherwise remanaatsferred, or destroyed unlawfully.

Adequate supporting documentation is a key coninolthe procurement process to determine if
expenditures are for their intended use and incthrerol process of recording of liabilities of aoots
payable.

In fiscal year 2007, it was found that 40% of thsbdrsements tested were not supported by adequate
supporting documentation (invoice, receipts of pawyts or contractual agreements). Also, we notat th
accounts payable were not properly supported.

The lack of adequate supporting documentation coa#llt in funds being spent on unauthorized
purchases, incorrect amounts being paid, duplicadgfgpayments and payments made to fictitious vendo
and employees. The School should require thatraignvoices or contractual agreements be submitted
and attached to the voucher before payment is miadeddition, the School should ensure that purehas
orders are properly issued and approved prior mtracting or acquiring goods and services as reduiy

the School’s purchasing policy.

The School should also take steps to insure tHatradsactions and journal entries have adequate
supporting documentation. As well, all invoices gmarchase orders should be maintained to serve as
supporting documentation for the financial tranisa of the School.

Client Response:

[The School made no response.

Finding No0.2007-002
Significant Internal Control Deficiency — Computystem Controls

Several computer system control inefficiencies wested including the following: (1) The School does
not have a formal disaster recovery plan. (2) Manaent does not back up financial data on a comsgiste
basis.

During the audit period, the accounting system toalge reinstalled after a program failure that tesuin

the loss of 100% of computerized financial data. ddckups of the data existed, resulting in an gitem
recreate the financial transactions for the year.
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CLEVELAND ACADEMY OF SCHOLARHSHIP, TECHNOLOGY AND L EADERSHIP ENTERPRISE
Cuyahoga County
Schedule of Findings & Responses
June 30, 2007

1. FINDINGS RELATED TO THE FINANCIAL STATEMENTS
REQUIRED TO BE REPORTED IN ACCORDANCE WITH GAGAS
(CONTINUED)

Finding No0.2007-002
Significant Internal Control Deficiency — Computystem Controls (Continued)

The lack of supporting documentation and data backuld result in misstatement of revenue, expenses
receivables, and payables.

In case of a disaster, or data failure, the Scheetls policies and procedures in place to recatarahd
minimize the effects. Backups should be consistantide and kept off-site.

Client Response:

[The School made no response.

Finding No.2007-003
Significant Internal Control Deficiency — Cash Cais

The treasurer performed monthly cash reconciliatibrowever, the Board of Directors did not signaff
the reconciliations. Therefore, there was no ewdeof their review and approval of the cash traimas
performed by the treasurer.

During testing, it was noted that several copigstes of the same cash reconciliation with dissamil
amounts. Neither was approved nor signed by thedBoa

Failure by the Board of Directors to review andpe all cash transactions compromises the internal
control environment of the School.

The School should develop and adopt appropriategaares to ensure that cash transactions are
consistently reviewed and approved.

Client Response:
[The School made no response.
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CLEVELAND ACADEMY OF SCHOLARHSHIP, TECHNOLOGY AND L EADERSHIP ENTERPRISE
Cuyahoga County
Schedule of Findings & Responses
June 30, 2007

1. FINDINGS RELATED TO THE FINANCIAL STATEMENTS
REQUIRED TO BE REPORTED IN ACCORDANCE WITH GAGAS
(CONTINUED)

Finding No.2007-004
Significant Internal Control Deficiency/Material \Aleness — Failure to maintain a capital assetsntgti

Adequate capital assets inventory and listingkeyacontrol in the School’s ability to determinecé#pital
assets are purchased and maintained for theirditeose. A complete capital asset listing should be
maintained at all times, updated by additions tbdigposals of capital assets.

Without a proper capital assets listing, the Schaalpital assets will be difficult to monitor, atids could
lead to the misappropriation of the School’s figsdets.

The School should take steps to insure that a @enligting of capital assets is in place and isitoced
by appropriate personnel.

Client Response:
[The School made no response.

Finding No0.2007-005
Material Weakness — Accounts Payable

The School did not maintain an accounts payablsidialoy ledger and payables could not be
substantiated by adequate support such as invoices.

Failure to properly record accounts payable coedallt in material misstatements in the financial
statements.

The School should set up a detailed accounts pagabkidiary ledger and properly record payments to
vendors on the actual date that the payments occur.

Client Response:
[The School made no response.
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CLEVELAND ACADEMY OF SCHOLARHSHIP, TECHNOLOGY AND L EADERSHIP

ENTERPRISE
Cuyahoga County
Schedule of Prior Audit Findings

Not Corrected, Partially
Corrected;

Finding Finding Fully Significantly Different Corrective
Number Summary Corrected? | Action Taken; or Finding No
Longer Valid;Explain
2006-001 ORC Section 149.351 — No Reissued as Finding 2007-001
Accounting Records Missing
2006-002 Computer System Controls No Reissuddrating 2007-002
2006-003 Cash Controls No Reissued as Find(@)7-003
2006-004 Bank Reconciliation Yes N/A
Discrepancy
2006-005 Failure to maintain a capital No Reissued as Finding 2007-004
asset listing
2006-006 Accounts Payable No Reissued as Findi@g-»05
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Auditor of State
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