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INDEPENDENT ACCOUNTANTS’ REPORT 

 
 
The Arts Academy 
Lorain County 
4125 Leavitte Road 
Lorain, Ohio   44053 
 
To the Board of Trustees: 
 
We were engaged to audit the accompanying basic financial statements of the Arts Academy, Lorain 
County, Ohio, (the Academy) as of and for the year ended June 30, 2006, as listed in the table of 
contents.  These financial statements are the responsibility of the Academy’s management. 
 
The Academy was unable to present accounting system reports to support the amounts presented on the 
accompanying financial statements.  Also, the Academy was unable to present evidential matter to 
support any of its transactions or balances for the year ended June 30, 2006. 
 
Since the Academy did not provide the evidence described in the above paragraph, the scope of our 
auditing procedures was not sufficient to enable us to express, and we do not express, an opinion on 
these financial statements. 
 
In accordance with Government Auditing Standards, we have also issued our report dated April 15, 2008 
on our consideration of the Academy’s internal control over financial reporting and our tests of its 
compliance with certain provisions of laws, regulations, contracts, and grant agreements, and other 
matters.  While we did not opine on the internal control over financial reporting or on compliance, that 
report describes the scope of our testing of internal control over financial reporting and compliance and 
the results of that testing.   
 
Management’s 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 
require.  Since we were unable to express an opinion on the basic financial statements, we could not 
apply certain limited procedures to the required supplementary information.  We did not audit the 
information and express no opinion on it.   
 
 
 
 
 
Mary Taylor, CPA 
Auditor of State 
 
 
April 15, 2008 
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INDEPENDENT ACCOUNTANTS’ REPORT ON INTERNAL CONTROL OVER  
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS 

REQUIRED BY GOVERNMENT AUDITING STANDARDS 
 
 
The Arts Academy 
Lorain County 
4125 Leavitte Road 
Lorain, Ohio   44053 
 
We were engaged to audit the basic financial statements of the Arts Academy, Lorain County, Ohio (the 
Academy) as of and for the year ended June 30, 2006 and have issued our report thereon dated April 15, 
2008.  Our report indicated that due to the Academy’s inability to provide accounting system reports and 
evidential matter to support any of its transactions we did not express an opinion on the financial 
statements.   

 
Internal Control Over Financial Reporting 

 
In planning and performing our engagement, we considered the Academy’s internal control over financial 
reporting to determine our auditing procedures in order to express our opinion on the financial statements 
and not to opine on the internal control over financial reporting.  However, we noted a certain matter 
involving the internal control over financial reporting and its operation that we consider to be a reportable 
condition.  Reportable conditions involve matters coming to our attention relating to significant 
deficiencies in the design or operation of the internal control over financial reporting that, in our judgment, 
could adversely affect the Academy’s ability to record, process, summarize, and report financial data 
consistent with management’s assertions in the financial statements.  The reportable condition is 
described in the accompanying schedule of findings as item 2006-003. 
 
A material weakness is a reportable condition in which the design or operation of one or more of the 
internal control components does not reduce to a relatively low level the risk that misstatements caused 
by error or fraud in amounts material to the financial statements which, we were engaged to audit, may 
occur and not be timely detected by employees when performing their assigned functions.  Our 
consideration of the internal control over financial reporting would not necessarily disclose all matters in 
the internal control that might be reportable conditions and, accordingly, would not necessarily disclose all 
reportable conditions that are also considered material weaknesses.  We consider the reportable 
condition 2006-003 listed above to be a material weakness.  
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Compliance and Other Matters 

 
As part of reasonably assuring whether the Academy’s financial statements are free of material 
misstatement, we tested its compliance with certain provisions of laws, regulations, contracts, and grant 
agreements, noncompliance with which could directly and materially affect the determination of financial 
statement amounts.  However, providing an opinion on compliance with those provisions was not an 
objective of our engagement to 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 and questioned costs as items 
2006-001 through 2006-002.   
 
We intend this report solely for the information and use of management and the Board of Trustees.  It is 
not intended for anyone other than these specified parties. 
 
 
 
 
 
Mary Taylor, CPA 
Auditor of State 
 
 
April 15, 2008 
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FINDING NUMBER 

 
2006-001 

 
Financial Report Filing 
 
Ohio Revised Code Section 117.38 provides that each public office shall file a financial report for 
each fiscal year, within one hundred and fifty days for entities reporting on a GAAP basis.  The 
Auditor of State may prescribe forms by rule or may issue guidelines, or both, for such reports.  If 
the Auditor of State has not prescribed a rule regarding the form for the report, the public office 
shall submit its report on the form utilized by the public office.  In part this report shall contain the 
following: 
 

• Amount of collections and receipts, and accounts due from each source; and, 
• Amount of expenditures for each purpose. 

 
Ohio Administrative Code Section 117-2-03 (B) further clarifies the filing requirements of Ohio 
Revised Code Section 117.38.  This section provides that all school districts, including 
educational service centers and community schools, shall file their annual financial reports 
pursuant to generally accepted accounting principles.  Generally accepted accounting principles 
(GAAP) require the following: 
 

• Management's Discussion and Analysis; 
• Balance sheet as prescribed by GAAP standards; 
• Income and expense statement as prescribed by GAAP; 
• Cash flow statement as prescribed by GAAP; and, 
• Notes to the financial statements as prescribed by GAAP; 

 
The Academy did not file its financial statements for the year ended June 30, 2006.   
 
We recommend the Academy organize its financial recordkeeping, develop tickler files as a 
reminder of filing dates and take all other steps necessary to file its financial statements within the 
prescribed time period.  If these financial statements are not filed within the prescribed timetable 
the Academy may be assessed a late filing penalty. 
 
 
 
FINDING NUMBER 

 
2006-002 

 
Sponsor Contract – Uniform School Accounting System  
 
The contract between the Arts Academy West and its sponsor, the Ashe Culture Center, requires 
the Academy to follow the provisions of Ohio Revised Code Section 3301.0714.  This section 
provides for the Ohio Department of Education (ODE) to establish guidelines for a statewide 
Education Management Information System (EMIS).  In response to the legislative mandate, 
ODE adopted the rule for school districts requiring the development and implementation of a 
statewide EMIS.  Included within the EMIS system is The Uniform School Accounting System 
(USAS) structure involves an account number with distinct dimensions. 
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FINDING NUMBER 

 
2006-002 

 
Sponsor Contract - Uniform School Accounting System (USAS) (Continued) 
 
The Uniform School Accounting System was developed to aid schools in maintaining financial 
records at specified minimum levels of detail.   
 
The Academy did not present financial records consequently; we were unable to determine if the 
Academy was compliant with the requirement of the USAS system. 
 
We recommend the Academy review these requirements and adhere to them as necessary in the 
future. 
 
 
FINDING NUMBER 

 
2006-003 

 
Accurate Balances as of the Balance Sheet Date 
 
Management is responsible for maintaining records which accurately record the financial position 
of the School.  During this engagement, we were unable to verify the accuracy of the amounts 
recorded in the financial statements.   
 
Without accurate and complete presentation the financial position of the School cannot be 
determined.  Also, in the absence of complete and accurate records, the School could experience 
losses, lose assets, and have debt amounts in excess of their ability to repay. 
 
It is imperative that accurate and complete records which exhibit true balances be maintained.  If 
necessary, the School management should read and study the available authoritative literature, 
and develop a program of recordkeeping which will provide assurance of financial statement 
accuracy and integrity.  
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THE ARTS ACADEMY 
CUYAHOGA COUNTY 

 
SCHEDULE OF PRIOR AUDIT FINDINGS 

JUNE 30, 2006 
 

Finding 
Number 

Finding  
Summary 

Fully 
Corrected 

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

2005-001 O.R.C. 117.38 No Not Corrected, reissued as 2006-001 
2005-002 Att’y Gen Opinion 

No. 82-006 
No Not able to ascertain if corrected since 

no records were provided for audit 
2005-003 O.R.C. 1702.15 No Not able to ascertain if corrected since 

no records were provided for audit. 
2005-004 O.R.C. 3314.12 No Not able to ascertain if corrected since 

no records were provided for audit  
2005-005 O.R.C. 

3314.03(A)(15) 
No Not able to ascertain if corrected since 

no records were provided for audit  
2005-006 Develop 

Monitoring 
Controls 

No Not able to ascertain if corrected since 
no records were provided for audit  

2005-007 Professional 
Service Contracts

No Not able to ascertain if corrected since 
no records were provided for audit  
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