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CAUDILL & ASSOCIATES, CPA'’s

725 8" Street
Portsmouth, Ohio 45662

Member American Institute of Certified Public Acectants Meer Ohio Society of Certified Public Accountants
Member Kentucky Society of tfeed Public Accountants

Independent Auditor’'s Report

Colin Powell Leadership Academy
Montgomery County
834 Randolph Street
Dayton, Ohio 45408

To the Board of Directors:

We were engaged to audit the accompanying financial statsnof the business-type activities of Colin Powelldszship
Academy, Montgomery County, (the School), as of andherperiod July 1, 2007 to January 17, 2008, which collectively
comprise the School’s basic financial statements siedliin the table of contents. These financial statgs are the
responsibility of the School’'s management.

We were not able to obtain sufficient documentationndutesting of intergovernmental receivables, capits¢tss accrued
wages and benefits, revenues, accounts payable, novltpaypenses and payroll expenses. Also, we did not rolztai
representation letter and attorney letters fromstimol’s management.

Because of the significance of the matters stateddrpthceding paragraph, the scope of our work was not suffitd
enable us to express, and we do not express, an opinitie dindncial statements referred to in the first gaxph for the
year ended January 17, 2008.

The Management’s Discussion and Analysis on pages 2 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.

As disclosed in note 15, the School ceased operatiodamrary 17, 2008.

In accordance withGovernment Auditing Sandards, we have also issued our report dated March 31, 2009 on our
consideration of the School’s internal control oveafcial reporting and our tests of its compliance wéttain provisions

of laws, regulations, contracts, and grant agreementsthed matters. While we did not opine on the intenaatrol over
financial reporting or on compliance, that report dessriine scope of our testing of internal control over firmeporting

and compliance and the results of that testing. That trép@mn integral part of an audit performed in accordamte
Government Auditing Sandards and should be read in conjunction with this report in conisigehe results or our audit.

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

Caudill & Associates, CPA’s
March 31, 2009



COLIN POWELL LEADERSHIP ACADEMY
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE PERIOD JULY 1, 2007 TO JANUARY 17, 2008
UNAUDITED

The management discussion and analysis of the Colin Powell Leadership Academy Community
School’s financial performance provides an overall review of the School’s financial activities for
the period July 1, 2007 to January 17, 2008. The intent of this discussion and analysis is to look
at the School’s financial performance as a whole; readers should also review the basic financial
statements and notes to the basic financial statements to enhance their understanding of the
School’s financial performance.

Financial Highlights
e The School had net assets of ($103,985) at January 17, 2008.
e Total assets at period year-end were $181,206 and total liabilities were $285,191.

e The School had operating revenues for period ended 2008 of $657,097 and operating
expenses of $972,634.

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

The statement of net assets and the statement of revenues, expenses, and change in net assets
reflect how the School did financially during the period July 1, 2007 to January 17, 2008. These
statements include all assets and liabilities using the accrual basis of accounting similar to that
which is used by most private-sector companies. This basis of accounting considers all of the
current fiscal years’ revenues and expenses regardless of when cash is received or paid.

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



COLIN POWELL LEADERSHIP ACADEMY
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE PERIOD JULY 1, 2007 TO JANUARY 17, 2008
UNAUDITED

Table 1 provides a summary of the School’s net assets from July 1, 2007 to January 17, 2008 and
fiscal year 2007.

(Table 1)
Net Assets
2007 January 17, 2008 Change

Assets
Current Assets $276,137 $124,745 ($151,392)
Capital Assets, Net 63,913 56,461 (7,452)
Total Assets 340,050 181,206 (158,844)
Liabilities
Current Liabilities 446,631 285,191 (161,440)
Total Liabilities 446,631 285,191 (161,440)
Net Assets
Invested in Capital Assets 63,913 56,461 (7,452)
Unrestricted (Deficit) (170,494) (160,446) 10,048
Total Net Assets (Deficit) ($106,581) ($103,985) $2,596

The primary changes from prior fiscal year are a decrease in current assets, specifically cash and
receivables, as a result of pending closing of the School, and a decrease in current liabilities due
to payment to creditors from current cash and cash equivalents



COLIN POWELL LEADERSHIP ACADEMY
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE PERIOD JULY 1, 2007 TO JANUARY 17, 2008

UNAUDITED

Table 2 shows the changes in net assets from July 1, 2007 to January 17, 2008 and fiscal year

2007.

Operating Reve nues
Sales
State Foundation
Poverty Based Assistance
Charges for Services
Total Operating Revenues
Non-Operating Revenues:
Federal and State Grants
Gifts and Donations
Interest
Total Non-Operating Revenues
Total Revenues

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

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

2007 January 17, 2008 Change
$6,699 $1,389 ($5,310)
$1,398,410 $644,630 ($753,780)
104,299 11,078 ($93,221)
294,027 0 (294,027)
1,803,435 657,097 (1,146,338)
327,029 222,601 (104,428)
85,505 95,233 9,728
1,371 299 (1,072)
413,905 318,133 (95,772)
2,217,340 975,230 (1,242,110)
860,167 433,545 (426,622)
187,135 74,410 (112,725)
862,643 390,084 (472,559)
274,965 35,195 (239,770)
174,022 31,948 (142,074)
24,658 7,452 (17,206)
2,383,590 972,634 ($1,410,956)
(166,250) 2,596 168,846
59,669 (106,581) (166,250)
($106,581) ($103,985) 2,596

Overall, revenues and expenses decreased from the prior fiscal year due to the 2007 column
reflecting an entire fiscal year, while July 1, 2007 to January 17, 2008 reflects only a partial year.



COLIN POWELL LEADERSHIP ACADEMY
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE PERIOD JULY 1, 2007 TO JANUARY 17, 2008
UNAUDITED

Capital Assets

At January 17, 2008 the School had $56,461, invested in furniture and equipment and vehicles.
Table 3 shows the period of July 1, 2007 to January 17, 2008.

(Table 3)
Capital Assets for the period of July 1, 2007 to January 17, 2008
(Net of Depreciation)

January 17, 2008

Furniture and Equipment $54,875
Vehicles 1,586
Totals $56,461

Debt Administration

The Academy entered into a short term commercial loan with National City Bank in the amount
of $45,000 in 2007. As of January 17, 2008, the commercial loan was paid in full.

Current Issues

In September 2007, the Ohio Attorney General filed a lawsuit against the Academy, arguing that
it be stripped of its public funding because its poor academic performance does not uphold its
obligation as a public trust to educate children.

In October 2007, the Academy’s Board of Trustees collectively resigned, forcing the School
Sponsor, Educational Resources Consultant to declare the closing of the Academy as of January
17, 2008. Under the Ohio Revised Code Section 1702 and 3314, under which, the Academy was
created, the Academy could not continue to operate without a governing board. The Academy
officially closed on January 17, 2008.

Contacting the School’s Financial Management

This financial report is designed to provide our citizens with a general overview of the School’s
finances and to show the School’s accountability for the money it receives. If you have
questions about this report or need additional information, contact Carl Shye, Treasurer at Colin
Powell Leadership Academy Community School, 834 Randolph Street, Dayton, Ohio 45408 or
email carl@carlshye.com.



COLIN POWELL LEADERSHIP ACADEMY
STATEMENT OF NET ASSETS
January 17, 2008

Assets

Current Assets:
Cash and Cash Equivalents
Intergovernmental Receivable

Total Current Assets

Non-Current Assets:
Capital Assets:
Depreciable Capital Assets, Net

Total Assets

Liabilities

Current Liabilities:
Accounts Payable
Accrued Wages and Benefits Payable
Intergovernmental Payable

Total Current Liabilities
Net Assets
Tnvested in Capital Assets

tInrestricted

Total Net Assets

See accompanying notes to the basic financial statements

$7.,641
117,104

124,745

56,401

181,206

227,580
46,942
10,669

285,191

56,461
(160,446)

($103,985)




COLIN POWELL LEADERSHIP ACADEMY
STATEMENT OF REVENUES, EXPENSES, AND

FOR THE PERIOD OF JULY 1, 2007 TO JANUARY 17,2008

CHANGESIN NET ASSETS

Operating Revenues:
Sdes

State Foundation

Poverty Based Assistance

Total Operating Revenues

Operating Expenses:
Salaries

Fringe Benefits
Purchased Services
Rent

Materials and Supplies
Depreciation

Total Operating Expenses

Operating Income

Non-Operating Revenues/(Expenses):

Federal and State Grants
Gifts and Donations
Interest

Total Non-Operating Revenues

Change in Net Assets

Net Assets (Deficit) at Beginning of Year

Net Assets at End of Year

See accompanying notes to the basic financial statements

$1,389
$644,630
11,078

657,097

433,545
74,410
390,084
35,195
31,948
7,452

972,634

(315,537)

222,601
95,233
299

318,133

2,596

(106,581)

($103,985)




COLIN POWELL LEADERSHIP ACADEMY
STATEMENT OF CASH FLOWS
FOR THE PERIOD OF JULY 1, 2007 TO JANUARY 17,2008

Increase (Decr ease) in Cash and Cash Equivalents:
Cash Flows Used for Operating Activities:

Cash Received from State of Ohio $ 618,434
Cash Payments to Employees for Services (561,194)
Cash Payments to Suppliers for Goods and Services (405,477)
Net Cash Used for Operating Activities (348,237)
Cash Flowsfrom Noncapital Financing Activities:

Federa and State Grants Received 238,425
Gifts and Donations received 79,409
Payment on line of Credit (45,000)
Net Cash Received from Noncapital Financing Activities 272,834
Cash Flowsfrom Investing Activities:

Interest Income received 299
Cash Flows used in Investing Activities 299
Net Decrease in Cash and Cash Equivalents (75,104)
Cash and Cash Equivalents at Beginning of Year 82,745
Cash and Cash Equivalents at End of Year $ 7,641

Reconciliation of Operating Incometo Net
Cash Used for Operating Activities:
Operating Income $  (315,537)

Adjustmentsto Reconcile Operating
Incometo Net Cash Provided By Operating Activities:

Depreciation 7,452
Changesin Assets and Liabilities:
Decrease in Intergovernmental Receivable not related to state & federal grants 76,288
Decrease in Accounts Payable (63,996)
Decrease in Accrued Wages and Benefits Payable (28,507)
Decrease in Intergovernmental Payable (23,937)
Total Adjustments (32,700)
Net Cash Used in Operating Activities $  (348,237)

See accompanying notes to the basic financial statements



COLIN POWELL LEADERSHIP ACADEMY
NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE PERIOD JULY 1, 2007 TO JANUARY 17, 2008

NOTE 1 — DESCRIPTION OF THE SCHOOL AND REPORTING ENTI TY

The Colin Powell Leadership Academy (the “School”) s @hio Public Benefit Corporation
established pursuant to Ohio Revised Code Chapters 3314 and 1702 te #oelreseds of
students in grades K through 7. The School, which is paheoState’s education program, is
independent of any school district and is nonsectariarisimppriograms, admission policies,
employment practices, and all other operations. ThHe&cmay sue and be sued, acquire
facilities as needed and contract for any services reagefes the operation of the School.

The School is a non-profit organization that has bdetermined by the Internal Revenue
Service to be exempt from federal income taxes as @xampt organization under Section
501(C)(3) of the Internal Revenue Code. Management iswate of any course of action or
series of events that have occurred that might adyeaffect the School’'s tax exempt status.

The School was approved for operation under contrabtBducational Resource Consultants of
Ohio (the Sponsor) commencing August 1, 2005 and ending June 30, 0@ Sponsor is
responsible for evaluating the performance of the &lchond has the authority to deny renewal
of the contract at its expiration or terminate tlmatcact prior to its expiration. The School
contracted with Educational Management Alliance and E&omputer Company to perform
extended educational services. One member of Educatiomagdment Alliance also serves on
the School's Governing Board. The School leases itglihgifrom RNS Equities LLC, where
one of the partners is also on the School's governingdbodelated party transactions are
further discussed in Note 13 to the basic financial staigs.

The School operated under the direction of a six-memio#ei@ing Board, until October 24,
2007, when the Board of Trustees resigned following the @tiarney General lawsuit against
the School for poor academic performance. The Boardressonsible for carrying out the
provisions of the contract which included, but were noitdichto state-mandated provisions
regarding student population, curriculum, academic goalspnmesthce standards, admission
standards, and qualifications of teachers. The Boargnedion October 24, 2007, forcing the
Sponsor, Educational Resources Consultant, Inc., te th@sSchool, effective January 17, 2008.

The primary government of the School consists of ane,fseveral departments and the Board.
School programs included general operations and studentdreletigities of the School. The
School was associated with the Metropolitan Dayton Beéhed Cooperative Association,
which is defined as a jointly governed organization. & omputer consortium of area schools
sharing computer resources. (See Note 14)

NOTE 2 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements of the School have been méeparconformity with generally accepted
accounting principles (GAAP) as applied to governmentalprafit organizations. The
Governmental Accounting Standards Board (GASB) is themed standard-setting body for
establishing governmental accounting and financial reportingiples. The School also applies
Financial Accounting Standards Board (FASB) statementks iaterpretations issued on or
before November 30, 1989 provided they do not conflict with contradict GASB
pronouncements. The School has elected not to apply FA&Bments and interpretations
issued after November 30, 1989. The more significant oStimol's accounting policies are
described below.



COLIN POWELL LEADERSHIP ACADEMY
NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE PERIOD JULY 1, 2007 TO JANUARY 17, 2008

NOTE 2 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

A. Basis Of Presentation

The School's basic financial statements consist ofatement of net assets, a statement of
revenues, expenses and changes in net assets, andnerstatecash flows.

The School uses a single enterprise fund to maintafim@scial records during the year. A fund
is defined as a fiscal and accounting entity with alsalincing set of accounts.

Enterprise fund reporting focuses on the determinatioth@fchange in net assets, financial
positions and cash flows. An enterprise fund may bd tesaccount for any activity for which a
fee is charged to external users for goods and services.

B. Measurement Focus

The accounting and financial reporting treatment of atityén financial transactions is
determined by the entity’s measurement focus. The ergerpgtivity is accounted for using a
flow of economic resources measurement focus. Alltass®d all liabilities associated with the
operation of the School are included on the statemiemétoassets. The statement of revenues,
expenses, and changes in net assets presents increasesenues) and decreases (i.e.,
expenses) in net assets. The statement of cash flowslgs information about how the School
finances and meets the cash flow needs.

C. Basis of Accounting

Basis of accounting determines when transactions awdext in the financial records and
reported on the financial statements. The School’s fiahstatements are prepared using the
accrual basis of accounting.

D. Revenues — Exchange and Non-exchange Transactions

Revenue resulting from exchange transactions, in which party gives and receives essentially
equal value, is recorded on the accrual basis when thaege takes place.

Non-exchange transactions, in which the School resewadue without directly giving equal

value in return, include grants, entitlements, and dorgtidtevenue from grants, entitlements,
and donations is recognized in the fiscal year in whitlelagibility requirements have been

satisfied. Eligibility requirements include timing réguments, which specify the year when the
resources are required to be used or the fiscal yean wke is first permitted, matching

requirements, in which the School must provide locabusses to be used for a specified
purpose, and expenditure requirements, in which the resoareeprovided to the School on a
reimbursement basis.

10



COLIN POWELL LEADERSHIP ACADEMY
NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE PERIOD JULY 1, 2007 TO JANUARY 17, 2008

NOTE 2 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

E. Expenses

Expenses are recognized at the time they are incurred.

F. Cash and Cash Equivalents

All monies received by the School are maintained in deinceposit accounts. All funds of the
School are maintained in these accounts. Total cgelesented as “Cash and Cash Equivalents”
on the accompanying statement of net assets. During tiosl pérJuly 1, 2007 to January 17,
2008, the school had no investments.

G. Capital Assets

Capital assets are capitalized at cost or estimatedribe&d cost (which is determined by
indexing the current replacement cost back to the yearqoiisaiton) and updated for additions
and retirements during the fiscal year. Donated cap#séts are recorded at their fair market
values as of the date received. The School maintagapitalization threshold of one thousand
dollars. The School does not possess any infrastrucRee the policy at the School, no
depreciation is taken in the fiscal year of acquisitiomprovements are capitalized; the costs of
normal maintenance and repairs that do not add to the oathe asset or materially extend an
asset’s life are not capitalized.

All reported capital assets are depreciated. Improvenaetsiepreciated over the remaining
useful lives of the related capital assets. Depreciasicomputed using the straight-line method
over the following useful lives:

Description Estimated Lives
Furniture and Equipment 5 years
Vehicles 5 years

H. Compensated Absences

Vacation benefits are accrued as a liability as theflbterege earned if employees’ rights to
receive compensation are attributable to servicesdreendered and it is probable that the
School will compensate the employees for the benlkfaugh paid time off or some other
means. Employees must use vacation leave by yearhemdfdre no liability is accrued.

Sick leave benefits are accrued as a liability using és¢ing method. The liability includes the
employees who are currently eligible to receive teation benefits and those the School has
identified as probable of receiving payment in the future. crtteria for determining sick leave
components are derived from the Governing Board PolicyacAers, administrators and
classified employees are granted sick leave in the an@fb days per year with no accumulated
sick leave balance.

11



COLIN POWELL LEADERSHIP ACADEMY
NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE PERIOD JULY 1, 2007 TO JANUARY 17, 2008

NOTE 2 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

|. Net Assets

Net assets represent the difference between asgklgmhbilities. Net assets, invested in capital
assets, consists of capital assets, net of acctedulepreciation. Net assets are reported as
restricted when there are limitations imposed on thedr either through the enabling legislation
adopted by the School or through external restrictiomsed by creditors, grantors, or laws or
regulations of other governments. Restricted net assdisle federal and State grants restricted
to expenditures for specific purposes. The School ap@&tsated resources when an expense
is incurred for purposes which both restricted and unrestricet assets are available.

The government-wide statement of net assets reportessticted net assets.

J. Operating Revenues and Expenses

Operating revenues are those revenues that are gendiaetty from the primary activities.
For the School, these revenues are primarily foundgiemyments from the State. Operating
expenses are the necessary costs incurred to providmaols or services that are the primary
activity of the School. Revenues and expenses not rgetiis definition are reported as non-
operating.

K. Intergovernmental Revenues

The School participated in the State Foundation Progradhthe State Special Education
Program. Revenues received from these programs are reetdgis operating revenues in the
accounting period in which all eligibility requirements/égbeen met. Eligibility requirements
include timing requirements which specify the year whenmekeurces are required to be used or
the fiscal year when use is first permitted, matchirguirements in which the School must
provide local resources to be used for a specified pugubexpenditure requirements in which
the resources are provided to the School on a reimburs®ass.

The amount of these grants is directly related tonti@ber of students enrolled in the School.
The Ohio Department of Education conducts reviews of kemeol data and full-time
equivalency (FTE) calculations made by the School. s@meviews are conducted to ensure the
schools are reporting accurate student enrollment ddtee tState, upon which State foundation
funding is calculated. The final review had not been peréd as of March 31, 2009 for the
period of July 1, 2007 to January 17, 2008.

The remaining grants and entitlements received by thedbee recognized as non-operating
revenues in the accounting period in which eligibilitguigements have been met.

L. Estimates
The preparation of financial statements in conformityhwgenerally accepted accounting
principles requires management to make estimates awinpsons that affect the amounts

reported in the financial statements and accompanying n&esial results may differ from
those estimates.

12



COLIN POWELL LEADERSHIP ACADEMY
NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE PERIOD JULY 1, 2007 TO JANUARY 17, 2008

NOTE 2 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

M. Budgetary Process

Unlike other public schools located in the State of Ohsenmunity schools are not required to
follow budgetary provisions set forth in Ohio Revised Cod@p@er 5705, unless specifically
provided in the contract between the School and its sporBlee contract agreement between
the School and its Sponsor does not prescribe a budgetargss for the School.

NOTE 3 — DEPOSITS

Custodial credit risk for deposits is the risk that ia #vent of bank failure, the School will not
be able to recover deposits or collateral securitiasdre in the possession of an outside party.
The carrying value of the School’'s deposits at January2Q@8 totaled $7,641, and the bank
balance totaled $23,951, all of which was covered by federalsilepoinsurance; therefore
there is no custodial credit risk.

The School has no deposit policy for custodial credik beyond the requirements of State
statute. Ohio law requires that deposits be either idsorde protected by eligible securities
pledged to and deposited either with the School or a quhktifisstee by the financial institution

as security for repayment, or by a collateral poolligitde securities deposited with a qualified

trustee and pledged to secure the repayment of all publiemaeposited in the financial

institution whose market value at all times shall bdeast one hundred five percent of the
deposits being secured.

NOTE 4 — RECEIVABLES

Receivables at January 17, 2008, consisted of intergovernniéetiral and State Grants). All
receivables are considered collectible in full and ellreceived within one year.

A summary of the principal items of accounts and inteegamental receivables follows:

Amount
EMIS $ 2,100
SERS 5,458
Title 1 -IV Funds 109,546
Total Intergovernmental Receiva $ 117,10:

13



COLIN POWELL LEADERSHIP ACADEMY
NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE PERIOD JULY 1, 2007 TO JANUARY 17, 2008

NOTE 5 - CAPITAL ASSETS

Capital assets activity for the fiscal year ended Janriliar2008:

Balanct Balanct
7/1/07 Additions Deletions 1/17/0¢
Capital Assets Being Depreciated:
Furniture and Equipment 122,921 $0 - 122,921
Vehicles 4,750 - - 4,750
Total Capital Assets Being Depreciated 127,671 0 - 127,671
Less Accumulated Depreciation:
Furniture and Equipment (60,803) (209) - (61,012)
Vehicles (2,955) (7,243) - (10,198)
Total Accumulated Depreciation (63,758) (7,452) - (71,210)
Total Capital Assets
Being Depreciated, Net $63,913 ($7,452) $0 $56,461

NOTE 6 - RISK MANAGEMENT

A. Property and Liability

The School is exposed to various risks of loss relatedorts; theft of, damage to, and
destruction of assets; errors and omissions; injurieertployees; and natural disasters.
Buildings and contents are covered under Westfield Insara@ompany with a $1,000
deductible. Electronic data processing equipment is covareter Westfield Insurance

Company with a $1,000 deductible. The School carries liabitispurance with Westfield

Insurance Company of $1,000,000 single occurrence and $2,000,000 aggregate.

There have been no significant reductions in insuranca@gedrom the last fiscal year. Settled
claims have not exceeded insurance coverage for thénmasscal years.

B. Workers’ Compensation

The School pays the State Workers’ Compensation Systearemium for employee injury
coverage. The premium is calculated by multiplying annuadgypayroll by a factor calculated
by the State.

14



COLIN POWELL LEADERSHIP ACADEMY
NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE PERIOD JULY 1, 2007 TO JANUARY 17, 2008

NOTE 7 - DEFINED BENEFIT PENSION PLANS

A. School Employees Retirement System

The School contributes to the School Employees &atint System (SERS), a cost-sharing
multiple employer defined benefit pension plan. SER®&viges retirement and disability
benefits, annual cost-of-living adjustments, and deathefiis to plan members and
beneficiaries. Authority to establish and amend benefiprovided by Chapter 3309 of the Ohio
Revised Code. SERS issues a publicly available, stand-&lvanecial report that includes
financial statements and required supplementary informatibhat report may be obtained by
writing to the School Employees Retirement System, B3B8t Broad Street, Suite 100,
Columbus, Ohio 43215-3746, by calling (800) 878-5853 or by visiting the SERSIites at
www.ohsers.org.

Plan members are required to contribute 10 percent ofgheual covered salary and the School
is required to contribute at an actuarially determineel. rdthe current School rate is 14 percent
of annual covered payroll. A portion of the School's dbation is used to fund pension
obligations with the remainder being used to fund health banefits; for fiscal year 2008,
10.58 percent of annual covered salary was the portion useddgension obligations. The
contribution requirements of plan members and emplamerestablished and may be amended,
up to a statutory maximum amount, by the SERS’ RetirerBeard. The School’s required
contributions for pension obligations to SERS for the pedoded January 17, 2008 and June
30, 2007 were $13,376 and $26,786 respectively; 100% percent has be#utemhfor July 1,
2007 to January 17, 2008 and 100 percent for fiscal year 2007.

B. State Teachers Retirement System of Ohio

The School participates in the State Teachers Retire8ystem of Ohio (STRS Ohio), a cost-
sharing, multiple-employer public employee retiremestesy. STRS Ohio provides retirement
and disability benefits to members and death and survivwefie to beneficiaries. STRS Ohio
issues a stand-alone financial report that may be r@ataby writing to STRS Ohio, 275 E.
Broad St., Columbus, OH 43215-3371, by calling (614) 227-4090, or by vidiegn§ RS Ohio
website at www.strsoh.org.
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COLIN POWELL LEADERSHIP ACADEMY
NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE PERIOD JULY 1, 2007 TO JANUARY 17, 2008

NOTE 7 - DEFINED BENEFIT PENSION PLANS (continued)

New members have a choice of three retirement paefined Benefit (DB) Plan, a Defined
Contribution (DC) Plan, and a Combined Plan. The DB m#fers an annual retirement
allowance based on final average salary times a pagethat varies based on years of service,
or an allowance based on member contributions and canterest matched by STRS Ohio
funds times an actuarially determined annuity factore DIE Plan allows members to place all
their member contributions and employer contributions edoafl0.5 percent of earned
compensation into an investment account. Investmensidasiare made by the member. A
member is eligible to receive a retirement benefage 50 and termination of employment. The
Combined Plan offers features of both the DC Plan aedDi& Plan. In the Combined Plan,
member contributions are invested by the member, and emmglog&ributions are used to fund
the defined benefit payment at a reduced level from tgelae DB Plan. DC and Combined
Plan members will transfer to the Defined Benefit Rlaning their fifth year of membership
unless they permanently select the DC or Combined FHaisting members with less than five
years of service credit as of June 30, 2001, were giverophien of making a one time
irrevocable decision to transfer their account balarfoem the existing DB Plan into the DC
Plan or the Combined Plan. This option expired on DeceBthe2001. Benefits are established
by Chapter 3307 of the Ohio Revised Code.

A DB or Combined Plan member with five or more yearslibed service who becomes disabled
may qualify for a disability benefit. Eligible spousesdatependents of these active members
who die before retirement may qualify for survivor bgse Members in the DC Plan who
become disabled are entitled only to their accountnbalalf a member dies before retirement
benefits begin, the member’s designated beneficiagytisled to receive the member’s account
balance.

For the fiscal year ended June 30, 2007, plan members@greed to contribute 10 percent of
their annual covered salaries. The School was regtoredntribute 14 percent; 13 percent was
the portion used to fund pension obligations. For fiscal Y€f6, the portion used to fund
pension obligations was also 13 percent. Contribution eaesstablished by the State Teachers
Retirement Board, upon recommendations of its comguléictuary, not to exceed statutory
maximum rates of 10 percent for members and 14 perceminiployers. Chapter 3307 of the
Ohio Revised Code provides statutory authority for membeeamployer contributions.

The School’s required contributions for pension obligattenSTRS Ohio for the period of July
1, 2007 to January 17, 2008 and fiscal year 2007, and 2006 were $58,891, $90, &53934h
respectively; 100% percent has been contributed for thedpending July 1, 2008 and 100
percent for fiscal year 2007 and 2006.
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COLIN POWELL LEADERSHIP ACADEMY
NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE PERIOD JULY 1, 2007 TO JANUARY 17, 2008

NOTE 8 — POSTEMPLOYEMENT BENEFITS

The School provides comprehensive health care benefigitedrteachers and their dependents
through the State Teachers Retirement System of GiR$ Ohio), and to retired non-certified
employees and their dependents through the School EegdoRetirement System (SERS).
Benefits include hospitalization, physicians' fees, pneson drugs and partial reimbursement
of monthly Medicare premiums. Benefit provisions and tidigations to contribute are
established by the Systems based on authority granted teys&taute. Both systems are funded
on a pay-as-you-go basis.

All STRS Ohio retirees who participated in the DB om@bined Plans and their dependents are
eligible for health care coverage. The STRS Ohior@bas statutory authority over how much,
if any, of the health care costs will be absorbed by STR#®. All benefit recipients pay a
portion of the health care cost in the form of a rhipnpremium. By law, the cost of coverage
paid from STRS Ohio funds is included in the employetrdaution rate, currently 14 percent of
covered payroll. For the fiscal year ended June 30, 2007STHRS Ohio Board allocated
employer contributions equal to one percent of coveredopdyp the Health Care Stabilization
Fund. For the School, this amount equaled $4,345 for thedpéuly 1, 2007 to January 17,
2008.

STRS Ohio pays health care benefits from the Health Stabilization Fund. At June 30, 2008,
the balance in the Fund was $4.1 billion. For the figeat ended June 30, 2008, net health care
costs paid by STRS Ohio were $540,493,000 and STRS Ohio had 126,506 edgitefit
recipients.

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

service credit, and to disability and survivor benefit necits. Members retiring on or after
August 1, 1989, with less than twenty-five years of sereieglit must pay a portion of their

premium for health care. The portion is based on ya&eagsrvice up to a maximum of 75 percent
of the premium.

The surcharge, added to the unallocated portion of the rb&meemployer contribution rate,
provides for maintenance of the asset target levehfohealth care fund. The target level for the
health care reserve is 150 percent of the annual basdtlexpenses. Expenses for health care for
the fiscal year ended June 30, 2008 were $228,439,270. At June 30, BB Hh&d net assets
available for payment of health care benefits of $392l6omi SERS has 76,075 participants
eligible to receive health care benefits.
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COLIN POWELL LEADERSHIP ACADEMY
NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE PERIOD JULY 1, 2007 TO JANUARY 17, 2008

NOTE 9 — EMPLOYEE BENEFITS

A. Compensated Absences

The criteria for determining sick leave components aréevet from State Laws. Teachers,
administrators, and classified employees earn sikelat the rate of one and one-fourth days
per month. Sick leave may be accumulated up to a maxiaful20 days. Upon retirement,
payment is made for one-fourth of the total accumulateti unused sick leave credit, up to a
maximum of 120 days for employees.

B. Medical Benefits

The School offers medical insurance through Anthem Bluess Blue Shield to full-time
employeesThe contribution to the monthly premium for medicaLirgsce shall be 20% paid by
the staff member and 80% paid by the Board. Monthly premfomthe medical insurance are
the following:

Monthly
Type of Coverage Premium
Single $279
Enrollee plus spouse $606
Enrollee plus children $515
Family $898

NOTE 10 — OPERATING LEASE

The School leased the modular building it occupies undir month lease. The original lease
started on September 1, 2001 and ended August 30, 2007.

The School entered into a new lease in September 1, 20@7efenodular building. The lease
was for a period of 60 months. The lease payments were $13e6h®nth.

The School leased the real estate on which the sd¢holoing sat under a one year operating
lease with a renewal option for four more periods af gear each. The first year of operating
lease started on September 1, 2001, and expired August 31, 2602eBawal will follow the
same start and end dates respectively. In prior fisgaisyand during the period of July 1, 2007
to January 17, 2008, the School leased the land From Dagymdhd Girls Club. Total rental
payments made during the period of July 1, 2007 to January 17, 2008§3%195.
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COLIN POWELL LEADERSHIP ACADEMY
NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE PERIOD JULY 1, 2007 TO JANUARY 17, 2008

NOTE 11 — SHORT — TERM OBLIGATIONS

During 2007, the School entered into a short-term comnidoeia agreement with National City
Bank for operating expenses in the amount of $45,000. Theclraied a variable interest rate of
one percent over the prime interest rate. At Januargd0d8, the entire $45,000 was paid in full.

NOTE 12 — CONTINGENCIES

A. Grants

The School received financial assistance from fedmrdl State agencies in the form of grants.
The disbursement of funds received under these progyamerally requires compliance with
terms and conditions specified in the grant agreementsasnsubject to audit by the grantor
agencies. Any disallowed claims resulting from such autbisld become a liability of the
School. However, in the opinion of management, any susdlloived claims will not have a
material adverse effect on the overall financialijws of the School for the period of July 1,
2007 to January 17, 2008.

B. State Funding

The Ohio Department of Education conducts reviews of llemeat data and full time
equivalency (FTE) calculations made by the schools.sé@ heviews are conducted to ensure the
schools are reporting accurate student enrollment dadte @tate, upon which State foundation
funding is calculated. Information concerning the staifishe final FTE review was not
provided.

C. Litigation

A suit was filled in the US District Court, Southernsict of Ohio, Western Division on
October 6, 2004, which challenges the funding of chartevads under Equal Protection, Due
Process, and claims violation of the right to votelenliodies administering public schools. The
case is still pending. The effect of this suit, if aoy,the School is not presently determinable.

NOTE 13 — RELATED PARTY TRANSACTIONS

The School contracted with Kids 2000, dba Educational Ggemant Alliance to perform
extended educational services. One member of Educaticaredément Alliance also served as
the School’'s Superintendent. Total payments made feetbervices during the period from July
1, 2007 to January 17, 2008 were $15,618.
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COLIN POWELL LEADERSHIP ACADEMY
NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE PERIOD JULY 1, 2007 TO JANUARY 17, 2008

NOTE 14 - JOINTLY GOVERNED ORGANIZATION

Metropolitan Dayton Educational Cooperative Association - The School is a participant in the
Metropolitan Dayton Educational Cooperative Assocrat{(MDECA) which is a computer

consortium. MDECA is an association of public schddtricts within the boundaries of
Montgomery, Miami and Darke Counties and the Citie®ayton, Troy and Greenville. The
organization was formed for the purpose of applying moderhntdagy with the aid of

computers and other electronic equipment to adminigratnd instructional functions among
member school districts.

The governing board of MDECA consists of seven Superietaisdof member school districts,
with six of the Superintendents elected by majority waftall member school districts except
Montgomery County Educational Service Center. The rgv&uperintendent is from the
Montgomery County Educational Service Center. The Scbaiol MDECA $4,849 for services
provided during the period of July 1, 2007 to January 17, 2008. Fihamoiemation can be
obtained from Jerry Woodyard, who serves as Directo28t Linwood Street, Dayton, Ohio
45405.

NOTE 15 — CEASED OPERATIONS/SUBSEQUENT EVENTS

In September 2007, the Ohio Attorney General filed a lavagiainst the School, arguing that it
be stripped of its public funding because its poor acadeenformance does not uphold its
obligation as a public trust to educate children. In Oct@béi7, the School's Board of Trustees
collectively resigned, forcing the School Sponsor, EdanatiResources Consultant to declare
the closing of the School on January 17, 2008. Under Ohios&Wode Section 1702 and
3314, under which, the School was created, the School caonthue to operate without a
governing board. A closing timetable was set by the Spomscoardination with the Ohio
Department of Education, which culminated on January 17, 20@8 atatwhich the School
officially closed.

The following is a schedule of all receipt and expemdittransactions which occurred

subsequent to January 17, 2008, and the effect these trarsd@ion the School's cash and
liabilities after the closing date of January 17, 2008:
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COLIN POWELL LEADERSHIP ACADEMY

NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE PERIOD JULY 1, 2007 TO JANUARY 17, 2008

NOTE 15 — CEASED OPERATIONS/SUBSEQUENT EVENTS (Continu€)

Cash Liabilities
$7,641 $285,191 1/17/08 Balance
Date Receipt Expenditure Payee/Vendor Description
1/24/2008 S 6,000.00 State Of Ohio (56,000.00) (56,000.00) State Grant
1/25/2008 423.17 National City (423.17) Service Charge
1/30/2008 $ 1,000.00 State Of Ohio 1,000.00 State Grant
1/31/2008 21.46 National City (21.46) Service Charge
1/31/2008 1,135.93 State Of Ohio 1,135.93 State Grant
2/1/2008 2,000.00 United Health Care (2,000.00) (2,000.00) Fringe Benefits
2/1/2008 1,380.80 State Of Ohio 1,380.80 State Grant
2/1/2008 68.00 National City (68.00) Service Charge
2/29/2008 20.14 National City (20.14) Service Charge
3/1/2008 3,000.00 Carl Shye (3,000.00) ($3,000.00) Contract Services
3/10/2008 690.40 State Of Ohio 690.40 State Grant
3/14/2008 95.05 National City (95.05) Service Charge
3/25/2008 445.54 State Of Ohio 445.54 State Grant
3/27/2008 690.43 State Of Ohio 690.43 State Grant
3/31/2008 20.17 National City (20.17) Service Charge
4/30/2008 19.69 National City (19.69) Service Charge
5/28/2008 54.94 National City (54.94) Service Charge
5/31/2008 19.82 National City (19.82) Service Charge
6/17/2008 1,100.00 State Of Ohio 1,100.00 State Grant
6/19/2008 89.91 State Of Ohio 89.91 State Grant
6/30/2008 19.80 National City (19.80) Service Charge
7/28/2008 96.29 National City (96.29) Service Charge
7/31/2008 19.61 National City (19.61) Service Charge
8/31/2008 19.58 National City (19.58) Service Charge
9/24/2008 96.29 National City (96.29) Service Charge
9/30/2008 19.65 National City (19.65) Service Charge
10/31/2008 19.58 National City (19.58) Service Charge
11/12/2008 96.12 National City (96.12) Service Charge
11/24/2008 365.00 National City (365.00) Withdrawal
11/30/2008 30.17 National City (30.17) Service Charge
12/1/2008 900.00 National City (900.00) Withdrawal
12/18/2008 700.00 National City (700.00) Withdrawal
12/29/2008 16,500.00 Eagle Eye Management (16,500.00) (16,500.00) Contract Services
12/29/2008 33,000.00 Carl Shye (33,000.00) (33,000.00) Contract Services
12/29/2008 105,113.17 State Of Ohio 105,113.17 State Grant
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COLIN POWELL LEADERSHIP ACADEMY
NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE PERIOD JULY 1, 2007 TO JANUARY 17, 2008

NOTE 15 — CEASED OPERATIONS/SUBSEQUENT EVENTS (Continu€)

12/31/2008 19.29 National City (19.29) Service Charge
1/7/2009 4,875.00 Carl Shye (4,875.00) (4,875.00) Contract Services
1/12/2009 10,000.00 Caudill & Assoc (10,000.00) (10,000.00) Audit Services

$40,768.36 $209,816

The liability at January 12, 2009 of $209,816 relates to the anmayatble to miscellaneous
vendors for expenses accrued during the period of July 1, 2Q@ndary 17, 2008.

NOTE 16 — COMPLIANCE

Contrary to Ohio Rev. Code Section 117.38 the School'strémothe period of July 1, 2007 to
January 17, 2008 was not filed with the Auditor of Statéiraa, and no notice of availability of
the financial report was published.

Contrary to Ohio Revised Code 4123.25, the School did not preugorting documentation
of payments to Bureau of Worker's Compensation.

Contrary to Ohio Rev. Code Section 149.351, the Schootdfaib maintain supporting
documentation for capital assets, intergovernmentakivables, revenues, expenditures,
accounts payable and accrued wages and benefits.

The School’s lease did not contain a fiscal fundingancellation clause as recommended by
Auditor of State Bulletin 205-05.

Contrary to Ohio Revised Code 149.351, the School did not preugorting documentation
of regular or special meetings being held.

Contrary to Ohio Revised Code 3313.64(J), the School digmetde documentation to support
the student listing.
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CAUDILL & ASSOCIATES, CPA'’s

725 8" Street
Portsmouth, Ohio 45662

Member American Institute of Certified Public Acedants Member Ohio Society of Certified Public Accoamts
Member Kentucky Society of @etl Public Accountants

Report on Internal Control Over Financial Reporting and on Compliance and Other Matter sBased on an Audit of
Financial Statements Performed in Accor dance With Government Auditing Standards

Colin Powell Leadership Academy
Montgomery County
834 Randolph Street
Dayton, Ohio 45408

To the Board of Directors:

We have audited the financial statements of Colin Povesldership Academy, Montgomery County, (the School)afas
and for the year ended January 17, 2008, and have issued ourtliepsoh dated March 31, 2009, wherein we noted the
School ceased operations on January 17, 2008, which wakirdet for lack of evidential matter regarding
intergovernmental receivables, capital assets, accrugdsvand benefits, accounts payable, revenues, non-paxpelhses
and payroll expenses. We conducted our audit in accordarftawditing standards generally accepted in the UnitedsState
of America and the standards applicable to financial awdit$ained inGovernment Auditing Sandards, issued by the
Comptroller General of the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the Seshimdernal control over financial reporting as a basir
designing our auditing procedures for the purpose of expressingpmions on the financial statements, but not for the
purpose of expressing an opinion on the effectiveness ddctimol’s internal control over financial reporting. cacdingly,

we do not express an opinion on the effectiveness @&cheol’s internal control over financial reporting.

Our consideration of internal control over financing répg was for the limited purpose described in the precedi
paragraph and would not necessarily identify all defgsin internal control over financial reporting thaight be
significant deficiencies or material weaknesses. Howea& discussed below, we identified certain deficiencieaternal
control that we consider to be significant deficiencied ather deficiencies that we consider to be mateeaknesses.

A control deficiency exists when the design or operatfanantrol does not allow management or employeebgimormal
course of performing their assigned functions, to prevedetect misstatements on a timely basis. A signifideficiency is

a control deficiency, or combination of control difiecies, that adversely affects the School’s abibitynitiate, authorize,
record, process, or report financial data reliably iooedance withGenerally Accepted Accounting Principles, such that
there is more than a remote likelihood that a missenénof the School's financial statements that is mibran
inconsequential will not be prevented or detected by tt®&s internal control. The results of our tests disetl eight
instances of significant internal control deficiendieat are required to be reported un@ewvernment Auditing Standards,
which are described in the accompanying schedule of fisdis items 2008-002, 2008-003, 2008-004, 2008-005, 2008-006,
2008-007, 2008-008,and 2008-009.
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Colin Powell Leadership Academy

Montgomery County

Report on Internal Control Over Financial Reporting andCompliance and Other Matters Based on an Audit ofri€éiab
Statements Performed in Accordance v@ibver nment Auditing Standar ds

A material weakness is a significant deficiency,aocombination of significant deficiencies, that resuttariore than a
remote likelihood that a material misstatement offthancial statements will not be prevented or detectechbyentity's
internal control. We consider the following deficierscaescribed in the accompanying schedule of findings apdmress to

be material weakness in internal controls over firen@porting as items 2008-003, 2008-004, 2008-007, 2008-008, and
2008-009.

Compliance and Other M atters

As part of obtaining reasonable assurance about whit&chool’s financial statements are free of matenisstatement,
we performed tests of its compliance with certain jgioms of laws, regulations, contracts and grants eageets,
noncompliance with which could have a direct and mateffact on the determination of financial statemenbants.
However, providing an opinion on compliance with those gioks was not an objective of our audit, and accordirvegty,
do not express such an opinion. The results of our testbosied six instances of noncompliance or other mdtiatsis
required to be reported und8overnment Auditing Standards, which is described in the accompanying schedule of fggdin
and responses as item 2008-001, 2008-002, 2008-003, 2008-004, 2008-008, and 2008-009.

The School’s response to the findings identified in ouitaig described in the accompanying schedule of findimgs a
responses. We did not audit the School’'s responsesiecatdingly, we express no opinion on it.

This report is intended solely for the information and aEmanagement, Board members, School’s sponsor ar@hibe
Department of Education, and is not intended to be anddshotibe used by anyone other than these specified parties.

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

Caudill & Associates, CPA’s
March 31, 2009
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Colin Powell Leader ship Academy
M ontgomery County
Schedule of Findings & Reponses
January 17, 2008

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

Finding No0.2008-001
Noncompliance Citation — Failure to file report in accordancth®RC Section 117.38

Financial information is vital to an organization’smagement in its continual effort to effectively
make decisions to guide the organization. It is algmoitant for management to receive timely
feedback on the reliability of financial informatismmmarized in the financial statements, notes
to the financial statements, and the schedules usedke these management decisions.

The Ohio Revised Code Section 117.38 mandates that GAA®dretsies must file their reports
with the Auditor of State within 150 days of the entitgisd of the year. In addition the public
office must publish a notice in a local newspaper statiag the financial report is available for
public inspection at the office of the chief fiscal céii.

The School's 2008 report was not filed with the Auditor &t& on time, and no notice of
availability of the financial report was published.

The School should ensure that its financial reportdiarely filed with the Auditor of State. In
addition, the School should ensure that notice of avliiabf the financial reports are published
in the newspapers are required by the Ohio Revised Code.

Client Response:
[The School made no response.

Finding No.2008-002
Noncompliance Citation/Significant Internal Control Deficiendyayroll Records

Documentation of coverage under the Bureau of Worker's Cosapien was not presented for
audit.

Ohio Revised Code 4123.25 states that no employer shall knowigjlgpresent to the Bureau of

Worker’'s Compensation the amount of classificatiorpajroll upon which the premium under

this chapter is based. Whoever violates this divisivall 9e liable to the state in an amount
determined by the administrator of worker’'s compensdtipnot more than ten times the amount
of the difference between the premium paid and the attbe employer should have paid. The
liability to the state under this division may beaéd in a civil action in the name of the state,
and all sums collected under this division shall be paathe state insurance fund.

The School should process the Bureau of Worker’'s Corafiensreports in an accurate and
timely manner based on the payroll expenditures arngkpijob classifications.

Client Response:
[The School made no response.
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Colin Powell Leader ship Academy
M ontgomery County
Schedule of Findings & Reponses
January 17, 2008

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

Finding No0.2008-003

Noncompliance Citation/Significant Internal Control Deficiencgt®tial Weakness — Failure to maintain
adequate supporting documentation of revenues, expenditures, intengeveal receivables, capital
assets, accounts payable and accrued wages and benefits

Ohio Rev. Code Section 149.351 states all records arertyabe¢he public office concerned and
shall not be removed, destroyed, mutilated, transferredtherwise damaged or disposed of, in
whole or in part, except as provided by law or under thes mdopted by the records commission
provided for under the Ohio Rev. Code Section 149.41. Sumrd® shall be delivered by
outgoing officials and employees to their successors aatl Bbt be otherwise removed,
transferred, or destroyed unlawfully.

Adequate supporting documentation is a key control in theptscand disbursement process and
to support balance sheet accounts.

In closing year of 2008, it was found that 44.7% or $74,6470of theidisments tested were not
supported by adequate supporting documentation (invoice, receipesy@fents or contractual
agreements). In addition, no supporting documentation wagded for accrued wages and
benefits, and accounts payable could not be reconcilethéogeneral ledger. Also, no
documentation was provided for intergovernmental reckisalnd capital assets and those
elements of the financial statements could not bededtinally, 74.3% of Federal and State
revenues tested were not supported by adequate supporting dodiomgoteside confirmation,
grant contracts, receipt stubs, etc).

The lack of adequate supporting documentation could resulbds foeing spent on unauthorized
purchases, incorrect amounts being paid, duplication of @atgrand payments made to fictitious
vendors and employees. The School should require thatnarignvoices or contractual
agreements be submitted and attached to the voucher Ipsfgreent is made. In addition, the
School should ensure that purchase orders are propargdisind approved prior to contracting or
acquiring goods and services as required by the School’sgsing policy.

The School should also take steps to insure that aldciions and journal entries have adequate
supporting documentation. As well, all bank statemerdsdaposit slips should be maintained to
serve as supporting documentation for the financial tréinsaoof the School.

Client Response:
[The School made no response.
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Colin Powell Leader ship Academy
M ontgomery County
Schedule of Findings & Reponses
January 17, 2008

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

Finding No.2008-004
Non-Compliance/Significant Internal Control Deficiency/Mateléakness— Cancellation Clause or
Fiscal Funding on Lease Agreement

Auditor of State Bulletin 2000-05 states that lease agresmmth extend beyond the current
fiscal year should contain a fiscal funding or canceltatclause. Such a clause permits the
community school to terminate the agreement on an abasa if funds are not available to make
required payments. The School’'s lease for the schoddlibgiwas for a period of sixty (60)
months, but did not contain the required fiscal fundingaorcellation clause. The lack of this
clause may result in the School being obligated foasgavithout a means of payment.

The School should attempt to amend the lease and impl@ui@ies to prevent entering into any
future lease agreements that do not include the rediseed funding or cancellation clause.

Client Response:
[The School made no response.

Finding No.2008-005
Significant Internal Control Deficiency — Segregation of Duties

In an entity the size of the School, it is usually nost effective to employ the basic internal
accounting controls necessary to provide management wihsanable assurance that all related
procedures are functioning properly. The Treasurer goresble for all functions relating to the
accounting records.

Without proper separation of duties, there is the poggibiat errors or irregulars could occur
and not be detected in a timely period.

To strengthen internal accounting and administrative olstwe recommend that a finance
committee be appointed, comprised of members of the Boarperiodically review monthly
financial statements to determine; whether propeowating procedures are being followed; and
that the bank reconciliations, cash journal and ledggpport the statements submitted.

In addition to performing such a review, officials’ sigura@s or initials should be affixed to the
documents reviewed, and notation of such review andeshédts thereof should be noted in the
School minutes.

Client Response:
[The School made no response.
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Colin Powell Leader ship Academy
M ontgomery County
Schedule of Findings & Reponses
January 17, 2008

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

Finding No0.2008-006
Significant Internal Control Deficiency — Failure to maintainapital asset listing

Adequate capital assets inventory and listing is a kely@dn the School’s ability to determine if
capital assets are purchased and maintained for theidedause. A complete capital asset listing
should be maintained at all time, updated by additionsdalaposals of capital assets.

Without proper capital assets listing, the Schoolisited assets will be difficult to monitor, and
this could lead to the misappropriation of the Scleofiked assets.

The School should take steps to insure that a compdtitegliof capital assets is in place and are
monitored by appropriate personnel.

Client Response:
[The School made no response.

Finding No.2008-007
Significant Internal Control Deficiency/Material Weaknessenf@mable Revenue

All revenue should be posted in accordance with the Audit&tate account codes and properly
reflect the gross amounts reported on the settlemeptsh

During 2008, there were numerous errors in the posting efgoternmental revenue including
improper account coding, and entries that were not receivedrned.

Failure to accurately post receipts to the correct fuwoddd result in a material misstatement of
the financial statements.

The School should implement procedures to ensure thataipts are posted to the correct fund
and maintain supporting documentation on all entries accotditingg amounts on the settlement
sheets.

Client Response:
[The School made no response.
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Colin Powell Leader ship Academy
M ontgomery County
Schedule of Findings & Reponses
January 17, 2008

FINDINGSRELATED TO THE FINANCIAL STATEMENTS
REQUIRED TO BE REPORTED IN ACCORDANCE WITH GAGAS
(CONTINUED)

Finding No.2008-008
Noncompliance Citation/Significant Internal Control Deficiencgt®tial Weakness — Failure to maintain

minutes of meetings.

Ohio Rev. Code Section 149.351 states all meetings of aric fadaly (including community
schools) are to be open to the public at all times.efntyer of a public body must be present in
person at a meeting open to the public to be consigeesgnt or to vote and for determining
whether a quorum is present. The minutes of a regulgpemial meeting of any such public body
shall be promptly recorded and open to public inspection. mimeites need only reflect the
general subject matter of discussions in executive se&ssion

The School presented no documentation of minutes ofaregubkpecial meetings being held.
The School failing to present minutes ® alditors results in the school being non-compliant
with the Ohio Revised Code and communicates possiliieransparency in both financial and

non-financial information of the School.

The School should take steps to hold regular monthly meetimdysecord the minutes promptly in
accordance to the Ohio Revised Code and present thoseagquast to auditors and the public.

Client Response:
[The School made no response. |

Finding No.2008-009
Noncompliance Citation/Significant Internal Control Deficiencgt&tial Weakness — Failure to provide
documentation for student listing.

Ohio Rev. Code Section 3313.64(J) states that the Treadueach school district shall, by the
fifteenth day of January and July, furnish the superieshof public instruction a report listing
the names of each child in the permanent or legal cystioal government agency or person other
than the child’s parent and each child who resides ianeehwho attended the district’s schools
during the preceding six calendar months. For each dhiédyeport shall state the duration of
attendance of that child, the school district respoadin tuition on behalf of the child, and any
other information that the superintendent requires. Uponpteakthis report, the superintendent
shall deduct each district’s tuition obligations and payhte district of attendance that amount
plus any amount required to be paid by the state..

The School presented no documentation to support the stigterg as required by Ohio Rev.
Code Section 3313.64(J).

The School failing to present the aadégueports to substantiate the student listing and résults
being non-compliant with Ohio Rev Code Section 3313.64(J).

The School should ensure that the required documents arequteal filed timely and presented
to the auditors and Federal and State Regulatory bodies epoeast.

Client Response:
[The School made no response.
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COLIN POWELL LEADERSHIP ACADEMY
M ontgomery 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
2007-001 Failureto filereport in accordance | No Reissued as Finding 2008-001
with ORC Section 117.38
2007-002 Failureto present accurate payroll | No Reissued as Finding 2008-002
records
2007-003 Failure to maintain adequate No Reissued as Finding 2008-003
supporting documentation for
expenditures and receipts
2007-004 Failureto maintain Employee Yes N/A
Contracts
2007-005 Failureto provide adequate No Reissued as Finding 2008-005
Segregation of Duties
2007-006 Failureto obtain and maintain a No Reissued as Finding 2008-006
capital assetslisting
2007-007 Failureto adequately Post Revenue| No Reissued as Finding 2008-007
2007-008 Failureto obtain a cancellation No Reissued as Finding 2008-004

clause or fiscal funding clause on
|ease agreements
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Mary Taylor, cra

Auditor of State
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