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INDEPENDENT ACCOUNTANTS’ REPORT 
 
 
East End Community Heritage School 
Hamilton County 
7030 Reading Road Suite 134 
Cincinnati, Ohio 45237 
 
To the Board of Directors: 
 
We have audited the accompanying basic financial statements of East End Community Heritage School, 
Hamilton County, Ohio (the School), as of and for the year ended June 30, 2009, as listed in the table of 
contents.  These financial statements are the responsibility of the School’s management.  Our 
responsibility is to express an opinion on these financial statements based on our audit.  
 
We conducted our audit in accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in the Comptroller General of the 
United States’ Government Auditing Standards.  Those standards require that we plan and perform the 
audit to reasonably assure whether the financial statements are free of material misstatement.  An audit 
includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial 
statements.  An audit also includes assessing the accounting principles used and significant estimates 
made by management, as well as evaluating the overall financial statement presentation.  We believe our 
audit provides a reasonable basis for our opinion.   
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the 
respective financial position of East End Community Heritage School, Hamilton County, Ohio, as of June 
30, 2009, and the changes in its financial position and its cash flows, for the year then ended in 
conformity with accounting principles generally accepted in the United States of America.  
 
In accordance with Government Auditing Standards, we have also issued our report dated August 18, 
2010, on our consideration of the School’s internal control over financial reporting and our tests of its 
compliance with certain provisions of laws, regulations, contracts and grant agreements and other 
matters.  While we did not opine on the internal control over financial reporting or on compliance, that 
report describes the scope of our testing of internal control over financial reporting and compliance and 
the results of that testing.  That report is an integral part of an audit performed in accordance with 
Government Auditing Standards.  You should read it in conjunction with this report in assessing the 
results of our audit. 
 
As discussed in Note 14 to the financial statements, the School has accumulated net asset deficiency of 
$230,837.  Note 14 describes Management’s plans regarding these matters. The financial statements do 
not include any adjustments that might result from the outcome of this uncertainty. 
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Management Discussion and Analysis is not a required part of the basic financial statements but is 
supplementary information accounting principles generally accepted in the United States of America 
requires.  We have applied certain limited procedures, consisting principally of inquiries of management 
regarding the methods of measuring and presenting the required supplementary information.  However, 
we did not audit the information and express no opinion on it.   
 
 
 
 
 
Mary Taylor, CPA 
Auditor of State 
 
 
August 18, 2010 
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EAST END COMMUNITY HERITAGE SCHOOL 
Hamilton County 

Notes to the Basic Financial Statements 
For the Fiscal Year Ended June 30, 2009 

 
 
14.  MANAGEMENT PLAN TO ADDRESS NEGATIVE NET ASSETS 
 

Management has devised a plan to address the negative net assets balance.  Plans to further 
reduce the payroll expense, rent expense, and outside services were implemented in fiscal year 
2007, and negotiations with most vendors to reduce pricing or to perform full donations of 
services to the organization were instituted.  Fiscal year 2008 showed a significant decrease in 
the negative net assets balance from 2007. The negative net asset balance at June 30, 2009 is 
($230,837).  The School realized a cash decrease of $11,800 from June 30, 2009 to June 30, 
2010.  For fiscal year 2011, the School has reduced full time staff to eight employees in an effort 
to further reduce payroll related expenses.  No significant repayment has been made on the 
delinquent salary and benefit amounts owed employers and/or former employees from the past 
three school years. 

21 



22

This page intentionally left blank.



Corporate Centre of Blue Ash / 11117 Kenwood Rd. / Blue Ash, OH 45242 
Telephone:  (513) 361‐8550         (800) 368‐7419          Fax:  (513) 361‐8577 

www.auditor.state.oh.us 
23 

 
 

INDEPENDENT ACCOUNTANTS’ REPORT ON INTERNAL CONTROL OVER 
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS 

REQUIRED BY GOVERNMENT AUDITING STANDARDS 
 
 
East End Community Heritage School 
Hamilton County 
7030 Reading Road Suite 134 
Cincinnati, Ohio 45237 
 
To the Board of Directors: 
 
We have audited the financial statements of East End Community Heritage School, Hamilton County, 
Ohio (the School), as of and for the year ended June 30, 2009, and have issued our report thereon dated 
August 18, 2010, wherein we noted the School incurred a negative net asset balance.  We conducted our 
audit in accordance with auditing standards generally accepted in the United States of America and the 
standards applicable to financial audits contained in the Comptroller General of the United States’ 
Government Auditing Standards. 

 
Internal Control Over Financial Reporting 

 
In planning and performing our audit, we considered the School’s internal control over financial reporting 
as a basis for designing our audit procedures for the purpose of expressing our opinion on the financial 
statements, but not for the purpose of opining on the effectiveness of the School’s internal control over 
financial reporting.  Accordingly, we have not opined on the effectiveness of the School’s internal control 
over financial reporting. 
 
Our consideration of internal control over financial reporting was for the limited purpose described in the 
preceding paragraph and was not designed to identify all deficiencies in internal control over financial 
reporting that might be significant deficiencies or material weaknesses.  Therefore, we cannot assure that 
we have identified all deficiencies, significant deficiencies or material weaknesses.   However, as 
described in the accompanying schedule of findings we identified a certain deficiency in internal control 
over financial reporting, that we consider a material weakness. 
  
A deficiency in internal control exists when the design or operation of a control does not allow 
management or employees, when performing their assigned functions, to prevent, or detect and timely 
correct misstatements. A material weakness is a deficiency, or a combination of deficiencies, in internal 
control such that there is a reasonable possibility that a material misstatement of the entity’s financial 
statements will not be prevented, or detected and timely corrected.  We consider finding 2009-001 
described in the accompanying schedule of findings to be a material weakness.  
 

Compliance and Other Matters 
 

As part of reasonably assuring whether the School’s financial statements are free of material 
misstatement, we tested its compliance with certain provisions of laws, regulations, contracts, and grant 
agreements, noncompliance with which could directly and materially affect the determination of financial 
statement amounts.  However, providing an opinion on compliance with those provisions was not an 
objective of our audit and accordingly, we do not express an opinion.  The results of our tests disclosed 
instances of noncompliance or other matters we must report under Government Auditing Standards which 
are described in the accompanying schedule of findings as items 2009-002 and 2009-003.  
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We also noted certain matters not requiring inclusion in this report that we reported to the School’s 
management in a separate letter dated August 18, 2010.  
 
The School’s responses to the findings identified in our audit are described in the accompanying schedule 
of findings.  We did not audit the School’s responses and, accordingly, we express no opinion on them.  
 
We intend this report solely for the information and use of the management, Board of Directors, and the 
Community School’s sponsor.  We intend it for no one other than these specified parties. 
 
 
 
 
 
Mary Taylor, CPA 
Auditor of State 
 
 
August 18, 2010 
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EAST END COMMUNITY HERITAGE SCHOOL 
HAMILTON COUNTY 

 
SCHEDULE OF FINDINGS 

JUNE 30, 2009 
 

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

 
FINDING NUMBER 2009-001 

 
Material Weakness 
 
When designing the public office’s system of internal control and the specific control activities, management 
should consider ensuring that accounting records are properly designed, verifying the existence and valuation 
of assets and liabilities and periodically reconcile them to the accounting records, and performing analytical 
procedures to determine the reasonableness of financial data. Audit adjustments have been posted to the 
School’s financial records and are reflected in the accompanying financial statements to properly reflect the 
receipts, disbursements, assets and liabilities of the School. As a result, the records maintained by the School 
were not an accurate reflection of all moneys received and expended by the School. The following exceptions 
were noted: 
 
• The calculation for Capital Asset Depreciation was overstated by $1,431; therefore understating capital 

assets by the same amount.   
 

• The calculation for Accrued Wages and benefits was understated by $91,567.  This was in part due to the 
school not providing information on the unpaid compensation discussed in Finding 2009-003 for 
compilation of the financial statements.    
 

Governmental Accounting and Financial Reporting Standards Codification Standards (Codification) Section 
2300.111 states governments should provide detail in the notes to the financial statements about capital 
assets and long-term liabilities, and Governmental Accounting and Financial Reporting Standards Codification 
Standards Section 2300.118 states governments should provide detail in the notes to the financial statements 
about short-term debt activity during the year, even if no short-term debt is outstanding at year-end. 
 
Governmental Accounting and Financial Reporting Standards Codification Standards Section 2300.106 states, 
the notes to the financial statements are essential to the fair presentation of the financial statements.  They are 
intended to communicate information that is necessary and that cannot be included in the financial statements 
themselves.  The notes provide necessary disclosure of material items, the omission of which would cause the 
financial statements to be misleading.  The notes are an integral part of the financial statements and are 
intended to be read with the financial statements.   
 
Furthermore, based on the information that we were able to obtain for EECHS’s notes to the financial 
statements presented for audit, we also noted the following reporting deficiencies: 

 
• We noted three loans were outstanding during the audit period.  Based on this information the following 

known debt activity was recorded on the financial statements but not disclosed in the footnotes: 
 

Name July 1, 2008 
Balance 

New Loans/Debt 
Issued 

Payments June 30, 2009 
Balance 

Stephanie Millard $11,500 $0 $500 $11,000
East End Riverfront Community 
Urban Redevelopment Corporation  

2,000 0 0 2,000

Bonnie Kroeger 1,270 600 0 1,870
Total $14,770 $600 $500 $14,870
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Page 2 

 
FINDING NUMBER 2009-001 

(Continued) 
 
EECHS’ consultant made the necessary adjustments to the financial statements (including footnotes) and their 
accounting records. 
 
It is vital that EECHS develop and present financial statements which are comprised of all required financial 
statements and disclosures.  Failure to accurately prepare and reconcile the accounting records 1) reduces 
the accountability over School funds, 2) reduces the Board of Directors’ ability to monitor financial activity and 
make informed financial decisions, 3) increases the likelihood that moneys will be misappropriated and not 
detected, and 4) increases the likelihood that the financial statements will be misstated.   
 
The lack of a capital asset system and established procedures to monitor new asset additions and deletions 
will decrease the School’s ability to safeguard its capital assets. Establishing a capital asset system and 
policies and procedures will improve control over School property by decreasing the risk of loss and 
misappropriation. Perpetual maintenance of such information will also assist the School in maintaining 
adequate insurance as well as provide support evidence in case of theft or fire losses. 
 
We recommend the School maintain and provide their consultant with accurate accounting records, and adopt 
procedures to properly monitor the School’s financial activity.  Adjustments were posted to the financial 
statements and, where applicable, to the School’s financial records to correct the above errors. 
 
Officials’ Response: 
 
Greater care will be taken to ensure that a footnote disclosure is made for related party loans to the 
organization and that appropriate adjusting entries are made at year-end. 
 

FINDING NUMBER 2009-002 
 
Noncompliance 
 
OMB Circular A-133, Subpart C, Section .300(a) states the auditee shall identify, in its accounts, all Federal 
awards received and expended and the Federal programs under which they were received.  
 
2 C.F.R. 225 Appendix A Section (E) sets the guidelines for determining if a direct cost is considered to be 
allowable per the federal program. These guidelines state:  
 
1. General. Direct costs are those that can be identified specifically with a particular final cost objective.  

 
2. Application. Typical direct costs chargeable to Federal awards are: 
 

a. Compensation of employees for the time devoted and identified specifically to the   performance of 
those awards.  
 

b. Cost of materials acquired, consumed, or expended specifically for the purpose of those awards.  
 

c. Equipment and other approved capital expenditures. 
 

d. Travel expenses incurred specifically to carry out the award. 
 
2 C.F.R. 225 Appendix A Section (C)(1)(j) provides “to be allowable under Federal awards, cost must meet 
the following general criteria:…be adequately documented.” 
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FINDING NUMBER 2009-002 
(Continued) 

 
34 C.F.R. 74.21(b)(2) also states that recipients’ financial management systems shall provide the following: 
records that identify adequately the source and application of funds for federally-sponsored activities. These  
records shall contain information pertaining to awards, authorizations, obligations, unobligated balances, 
assets, outlays, income, and interest.” 
 
While the School did identify federal revenue received and non-payroll expenditures to its appropriate program 
and/or grant, they posted all payroll expenditures incurred during the year into one fund and did not identify 
which of these expenditures were related to the individual federal programs.  At month end and during year-
end close-out procedures, payroll allocations were made to grants by adjusting journal entries, and as part of 
year-end close out the School posted journal entries to allocate fringe benefit expenditures to their federal 
programs.  Payroll and fringe benefit expenses allocated to federal programs totaled $51,002.  The journal 
entries representing the federal payroll and fringe benefit expenditures were based on the federal revenue 
received for each grant and documentation to support each of these expenses allocated to the federal 
programs was not included with the expenses.  As a result of the comingling and lack of detailed records to 
support the payroll and fringe benefits allocations we were unable to determine if the federal grant money was 
expended for costs considered allowable under federal requirements.  While the School eventually provided 
single funding source certification documentation for the payroll expenses allocated to the federal programs, 
comingling of funds and failure to adequately maintain of supporting documentation can result in lack of 
monitoring grant activity for allowability and proper reporting.  
 
The School is required to identify all expenditures that are specifically for the performance of Federal grant 
services and determine if the expenditure is allowable per 2 C.F.R. 225 Appendix A before expending money 
from federal grant funds.  Failure to properly identify allowable costs to the federal program may lead to 
monies having to be paid back to the federal program and/or having monies withheld from the federal program 
in the future. 
 
Had this been a federal Single Audit the amounts mentioned above could have been questioned costs. 
 
Officials’ Response: 
 
Federal grants are primarily reimbursement grants, necessitating an initial expenditure from the general fund 
and a reimbursement to the general fund from the federal program.  This is most easily accomplished for 
payroll items for some grants by the recording of a journal entry at year-end so that negative fund balances do 
not occur. Payroll and fringes are tracked via subsidiary ledger. In the future, journal entries will be recorded to 
reflect concurrency with the payroll reports. 
 

FINDING NUMBER 2009-003 
 
Noncompliance 
  
EECHS uses a boiler plate contract for employment with each employee.  Section 3.01 Base Compensation 
states, in part, that as compensation for services rendered under the agreement the employee shall be paid 
the agreed wage.  Section 3.06 Effect of Termination on Compensation provides that in the event of 
termination of employment, employee shall be entitled to compensation accrued and earned prior to the date 
of termination.  Confirmation with the School’s legal counsel confirmed seven employees and/or former 
employees were owed salary and benefits from the past three school years.  The $115,540 in accrued wages 
presented in the financial statements includes unpaid compensation earned prior to June 30, 2009.  The 
current governing authority has established payment plans to repay this amount.  Delinquent salary and 
benefit amounts are part of the accrual for wages and benefits in the financial statements.  We recommend 
that the School abide by all contracts. 
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FINDING NUMBER 2009-003 

(Continued) 
 
Officials’ Response: 
 
The Board is in the process of drafting contracts for all employees with the help of legal counsel. 
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 EAST END COMMUNITY HERITAGE SCHOOL 
HAMILTON COUNTY 

 
SCHEDULE OF PRIOR AUDIT FINDINGS 

 JUNE 30, 2009 
 
 

Finding 
Number 

Finding 
Summary 

Fully 
Corrected? 

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

2008-001 Notes and financial 
statements not in 
compliance with 
GASB/GAAP 

No Reissued as Finding 2009-001 

2008-002 Payroll charges to federal 
programs comingled  and 
lacked detailed records to 
determine allowability 

No Reissued as Finding 2009-002 

2008-003 Unpaid compensation 
contrary to employee 
contracts 

No Reissued as Finding 2009-003 

2008-004 Approval of 
disbursements by 
Electronic Funds Transfer 

No Reissued in Management 
Letter 

    
Note: The report that contained the findings above for the year ended June 30, 2008 was issued at the same 
time as this report. Therefore, many of the comments could not be addressed prior to the issuance of this 
report. 
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INDEPENDENT ACCOUNTANTS’ REPORT ON APPLYING AGREED-UPON PROCEDURES 

 
 
East End Community Heritage School  
Hamilton County 
7030 Reading Road Suite 134 
Cincinnati, Ohio 45237 
 
To the Board of Directors: 
 
Ohio Rev. Code Section 117.53 states “the auditor of state shall identify whether the school district or 
community school has adopted an anti-harassment policy in accordance with Section 3313.666 of the 
Revised Code. This determination shall be recorded in the audit report. The auditor of state shall not 
prescribe the content or operation of any anti-harassment policy adopted by a school district or 
community school.” 
 
Accordingly, we have performed the procedures enumerated below, which were agreed to by the Board, 
solely to assist the Board in evaluating whether East End Community Heritage School (the School) has 
adopted an anti-harassment policy in accordance with Ohio Rev. Code Section 3313.666. Management is 
responsible for complying with this requirement. This agreed-upon procedures engagement was 
conducted in accordance with attestation standards established by the American Institute of Certified 
Public Accountants.  The sufficiency of these procedures is solely the responsibility of the Board. 
Consequently; we make no representation regarding the sufficiency of the procedures described below 
either for the purpose for which this report has been requested or for any other purpose. 
 
1.  We noted the Board adopted an anti-harassment policy at its meeting on May 24, 2007. 
 
2.  We read the policy, noting it did or did not include the following requirements from Ohio Rev. Code 

Section 3313.666(B): 
 

(1) The policy did contain a statement prohibiting harassment, intimidation, or bullying of any 
student on school property or at school-sponsored events; 

 
(2) The policy did not contain a definition of harassment, intimidation, or bullying that includes the 

definition in division (A) of Ohio Rev. Code Section 3313.666; 
 
(3) The policy did not contain a procedure for reporting prohibited incidents;  
 
(4) The policy did not contain a requirement that school personnel report prohibited incidents of 

which they are aware to the school principal or other administrator designated by the principal; 
 
(5) The policy did not contain a requirement that parents or guardians of any student involved in a 

prohibited incident be notified and, to the extent permitted by section 3319.321 of the Revised 
Code and the “Family Educational Rights and Privacy Act of 1974,” 88 Stat. 571, 20 U.S.C. 
1232q, as amended, have access to any written reports pertaining to the prohibited incident;  

 
(6) The policy did not contain a procedure for documenting any prohibited incident that is reported;  
 
(7) The policy did not contain a procedure for responding to and investigating any reported 

incident;  
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(8) The policy did not contain a strategy for protecting a victim from additional harassment, 
intimidation, or bullying, and from retaliation following a report;  

 
(9) The policy did not contain a disciplinary procedure for any student guilty of harassment, 

intimidation, or bullying, which shall not infringe on any student’s rights under the first 
amendment to the Constitution of the United States;  

 
(10) The policy did not contain a requirement that the district administration semiannually provide 

the president of the district board a written summary of all reported incidents and post the 
summary on its web site, if the district has a web site, to the extent permitted by section 
3319.321 of the Revised Code and the “Family Educational Rights and Privacy Act of 1974,” 88 
Stat. 571, 20 U.S.C. 1232q, as amended. 

 
We were not engaged to and did not conduct an examination, the objective of which would be the 
expression of an opinion on compliance with the anti-harassment policy. Accordingly, we do not express 
such an opinion. Had we performed additional procedures, other matters might have come to our 
attention that would have been reported to you.   
 
This report is intended solely for the information and use of management, the Board and School’s 
sponsor, and is not intended to be and should not be used by anyone other than these specified parties. 
 
 
 
 
 
Mary Taylor, CPA 
Auditor of State 
 
 
August 18, 2010 
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CLERK’S CERTIFICATION 
This is a true and correct copy of the report which is required to be filed in the Office of the 
Auditor of State pursuant to Section 117.26, Revised Code, and which is filed in Columbus, Ohio. 
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