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Audit Committee of the Board of Trustees 
Bronx Community Charter School 
2348 Webster Avenue 
Bronx, NY 10458 
 

In planning and performing our audit of the financial statements of Bronx Community Charter School  (the 
“School”) as of and for the year ended June 30, 2012, in accordance with auditing standards generally accepted 
in the United States of America, we considered the School's internal control over financial reporting (internal 
control) as a basis for designing our auditing procedures for the purpose of expressing our opinion on the 
financial statements, but not for the purpose of expressing an opinion on the effectiveness of the School's 
internal control. Accordingly, we do not express an opinion on the effectiveness of the School’s internal control.  

A deficiency in internal control exists when the design or operation of a control does not allow management or 
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct, 
misstatements on a timely basis. A material weakness is a deficiency, or combination of deficiencies, in internal 
control, such that there is a reasonable possibility that a material misstatement of the School's financial 
statements will not be prevented, or detected and corrected, on a timely basis. 

Our consideration of internal control was for the limited purpose described in the first paragraph and was not 
designed to identify all deficiencies in internal control that might be significant deficiencies or material 
weaknesses and, therefore, there can be no assurance that all such deficiencies have been identified. We did not 
identify any deficiencies in internal control that we consider to be material weaknesses. 

Exhibits I accompanying this letter summarizes observations for the year ended June 30, 2012 that we 
determined did not constitute a significant deficiencies or material weaknesses.  Exhibit II summarizes 
corrective actions taken by the School during the year ended June 30, 2011 on prior year observations.  
Management’s responses to the observations have not been subjected to the auditing procedures applied in the 
audit of the financial statements and accordingly, we express no opinion on it. 

 
 
 
 
 
 
 
 

 



Audit Committee of the Board of Trustees 
Bronx Community Charter School 

This communication is intended solely for the information and use of management, Board of Trustees, federal, 
state and local awarding agencies, The Department of Education of the City of New York, The State Education 
Department of the State University of New York, and others within the School and is not intended to be and 
should not be used by anyone other than these specified parties 

We appreciate your cooperation and the assistance we received during the course of our audit. 
 
 

 

 
 
 
 
New York, New York 
September 28, 2012 
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EXHIBIT I – CURRENT YEAR OBSERVATION 
 
 
A. SUPPORTING DOCUMENTATION FOR CREDIT CARDS 

 
Observation  
 
We reviewed four monthly statements of the corporate credit cards issued to the Co-Executive Directors and 
noted the following: 
 

 Out of the four monthly statements that totaled approximately $4,300, there were charges of 
approximately $3,300 that were not supported by backup documentation or receipts. 

 
Recommendation  
 
The School should support all credit card charges with adequately supported receipts and invoices.  The School 
should establish a process requiring written evidence of approval of the Co-Directors’ credit card charges by a 
person on the Board of Trustees (e.g. Treasurer or a Finance Committee member). 
 
Management’s Response 
 
Management agrees with the finding.  Former finance personnel were not as careful as necessary to maintain all 
credit card receipts and back-up, but current finance personnel are maintaining those records in a careful and 
systematic way.  The Treasurer of the Board of Trustees will give written approval to all credit card statements 
on a quarterly basis. 
 
 
B. INCOMPLETE EMPLOYEE FILES 
 
Observation 
 
We noted the following exceptions during our test of 18 employee files: 
 

 Six employees did not have the employer section of the I-9 completed. 
 
Recommendation 
 
In an effort to ensure that employee files are complete, we recommend developing a checklist that includes all 
required documentation.  This checklist should be utilized periodically to insure that information is complete 
and updated for each employee file. 
. 
Management’s Response 
 
Management agrees with the finding and is creating a checklist to ensure all required documents are in each 
employees file.  This checklist will be in each file as a confirmation that it contains every document required. 
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C. SAFEGUARDING OF LAPTOP COMPUTERS 
 
Observation 
 
We noted that during our 2012 audit interim work, laptops are not kept in a safe and secured location. 
 
Recommendation 
 
Because laptop computers are relatively small and portable, the computer and the information they contain are 
highly susceptible to loss. Thus, we recommend that procedures be improved relating to the security of the 
computers and data stored in them.  The computers should be kept in a locked drawer or cabinet when not in 
use.  Employees should be instructed not to leave the computers unattended and not to store sensitive 
information on the laptop’s permanent hard drive.  If such information is stored in the laptop, a security disk 
encryption package should be used to secure the information. 
 
Management’s Response 
 
Management agrees with the findings and will implement a system to ensure the safekeeping of laptops. 
 
 
D. INSURANCE COVERAGE 
 
Observation 
 
We noted insurance coverage under employee theft is limited to $250,000. This coverage is low based on the 
current cash balance maintained in your general ledger of approximately $2,000,000.   
 
Recommendation 
 
We recommend an increase of coverage for employee dishonesty coverage to an amount that covers maximum 
cash held by the school at any one time during the year or at a minimum of $1,000,000.  In addition, the School 
should periodically review insurance coverage to ensure proper and adequate means by which to preserve 
School assets. 
 
Management’s Response 
 
Management agrees with the findings and is working with the school’s insurance broker on increasing our 
employee theft coverage.  
 
 
 
 
 
 
 
 
 

-2- 



 
 

BRONX COMMUNITY CHARTER SCHOOL 
MANAGEMENT LETTER 

 
E. VOIDED CHECKS 
 
Observation 
 
During our 2012 audit testing we noted that 18 voided checks were not being kept; thus creating a potential for 
someone who can gain access to the check to misappropriate cash by completing the data on the check for 
fraudulent purposes. 
 
 
Recommendation 
 
To reduce this risk, we recommend that all voided checks be properly defaced to insure that they could not be 
improperly completed and cashed.  All voided checks should be kept and filed in a separate folder in a secured 
place. 
 
Management’s Response 
 
Management agrees with the findings and will ensure that all voided checks are properly defaced and kept and 
filed in a separate folder in a secure location. 
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EXHIBIT II – CORRECTIVE ACTIONS TAKEN ON PRIOR YEAR OBSERVATIONS 
 
In conjunction with performing the audit of the School’s financial statements for the year ended June 30, 2012, 
we followed up on the status of implementation of audit recommendations made for the year ended June 30, 
2011. The status update on those matters is summarized below. 
 
 
 
D. ESCROW ACCOUNT FOR DISSOLUTION 

 
Observation  
 
We noted that the School maintained a balance of $50,241 in the Escrow account as of June 30, 2011.  Under 
the provisions of the Department of Education of the City of New York, the School should set aside as a 
dissolution reserve and earmark the funds in the books and records to pay for legal and audit expenses that 
would be associated with a dissolution should it occur.  Existing schools should maintain a minimum balance of 
$70,000 in the escrow account by the end of their third year of operations. 
 
Recommendation  
 
The School should increase the balance in their separate interest bearing escrow account to at least $70,000 to 
pay for legal and audit expenses associated with dissolution should it occur.  The School may withdraw the 
interest earned. 
 
Corrective Action Taken 
 
During our 2012 audit we noted the escrow account had a balance of $75,018 at June 30, 2012. 
 
E. GENERAL LEDGER MAINTENANCE AND ACCOUNT ANALYSIS 
 
Observation 
Several adjustments were made throughout the audit process to tie general ledger accounts with the various 
backup schedules, primarily related to government cost-reimbursement grants expense tagging.  This prolonged 
the completion of the audit.  These issues could have been minimized had accounts been analyzed and 
compared with the general ledger on a regular basis during the fiscal year.  These grants or contracts require the 
School to properly account for and monitor the grant funds to ensure that such funds are spent according to their 
intended purpose and that similar expenditures are not being “double-claimed. 
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E GENERAL LEDGER MAINTENANCE AND ACCOUNT ANALYSIS (Continued) 
 
Recommendation 
 
Accounts should be analyzed and reconciled with the general ledger on a monthly or quarterly basis.  Periodic 
reconciliations will help the School to detect and correct errors in the general ledger on a timely basis.  Grant 
management procedures should be performed on a monthly basis to ensure that grant billings are adequately 
supported, recorded and posted in the accounting software for each funding source, and reflect the terms and 
conditions of the grant. 
 
Corrective Action Taken 
 
Management has implemented this recommendation.  Our audit adjustments for the year ended June 30, 2012 
were not significant.  Grant management procedures were implemented and the School maintained and utilized 
separate costs centers in the general ledger and provided us with expenditure schedules for cost reimbursement 
grants. 

 
 
F. FINANCIAL REPORTING FOR THE BOARD OF TRUSTEES 
 
Observation 
 
We noted that management was not providing complete and timely financial reports to the Finance Committee/ 
Board of Trustees on a monthly or quarterly basis.   
 
Recommendation 
 
The Business Manager, after Board Treasurer review, should circulate the following information to the Finance 
Committee/Board of Trustees on a monthly or quarterly basis: 

 Statement of Financial Position (Balance Sheet) 
 Operating Budget versus Actual Comparison Report including revenues and expenses for the 

month/quarter to date and year to date, incorporating a variance analysis explaining variances in excess 
of 10% from the actual to the originally Board approved budget. 

 Capital Budget versus Actual Comparison Report including explanation of variances.  

 Projected monthly cash flows highlighting any periods of difficult cash flows. 

 
Corrective Action Taken 
 
During our 2012 we noted that there were monthly closings as well as monthly financial statements submitted 
to the Finance Committee/Board of Trustees. 
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September 28, 2012 
 
To the Audit Committee of the Board of Trustees 
Bronx Community Charter School 
 

We have audited the financial statements of Bronx Community Charter School (the “School”) for the year 
ended June 30, 2012, and have issued our report thereon dated September 28, 2012.  Professional standards 
require that we provide you with the following information about our responsibilities under generally accepted 
auditing standards and Government Auditing Standards, as well as certain information related to our audit. 
 

Our Responsibility under U.S. Generally Accepted Auditing Standards 

As stated in our engagement letter dated April 12, 2012, our responsibility, as described by professional 
standards, is to express an opinion about whether the financial statements are fairly presented, in all material 
respects, in conformity with U.S. generally accepted accounting principles.  Our audit of the financial 
statements does not relieve you or management of your responsibilities. 

As part of our audit, we will consider the internal control of the School. Such considerations will be solely for 
the purpose of determining our audit procedures and not to provide any assurance concerning such internal 
control.  As part of obtaining reasonable assurance about whether the financial statements are free of material 
misstatement, we performed test of the School’s compliance with certain provisions of laws, regulations, 
contracts, and grants.  However, the objective of our tests was not to provide an opinion on compliance with 
such provisions. 

 

Planned Scope of the Audit 

An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial 
statements; therefore, our audit involved judgment about the number of transactions to be examined and the 
areas to be tested. 

Our audit includes obtaining an understanding of the School and its environment, including internal control, 
sufficient to assess the risks of material misstatement of the financial statements and to design the nature, 
timing, and extent of further audit procedures. Material misstatements may result from (1) errors, (2) fraudulent 
financial reporting, (3) misappropriation of assets, or (4) violations of laws or governmental regulations that are 
attributable to the entity or to acts by management or employees acting on behalf of the School. We will 
communicate any internal control related matters that are required to be communicated under professional 
standards. 

We performed our audit according to the plan previously communicated to you in our engagement letter. 
Discussions were held with management on various dates throughout the audit process.  
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Other Information in Documents Containing Audited Financial Statements 

With respect to the supplementary information accompanying the financial statements, we made certain 
inquiries of management and evaluated the form, content, and methods of preparing the information to 
determine that the information complies with U.S. generally accepted accounting principles, the method of 
preparing it has not changed from the prior period, and the information is appropriate and complete in relation 
to our audit of the financial statements. We compared and reconciled the supplementary information to the 
underlying accounting records used to prepare the financial statements or to the financial statements themselves 

 

Significant Audit Findings 
 
Qualitative Aspects of Accounting Practices 
 
Management is responsible for the selection and use of appropriate accounting policies. The significant 
accounting policies used by Bronx Community Charter School are described in Note 1 to the financial 
statements. No new accounting policies were adopted and the application of existing policies was not changed 
during fiscal year 2012.  We noted no transactions entered into by the School during the year for which there is 
a lack of authoritative guidance or consensus.  All significant transactions have been recognized in the financial 
statements in the proper period. 
 
 
Difficulties Encountered in Performing the Audit 
 
We encountered no significant difficulties in dealing with management in performing and completing our 
audit.  
 
 
Corrected and Uncorrected Misstatements 
 
Professional standards require us to accumulate all known and likely misstatements identified during the audit, 
other than those that are trivial, and communicate them to the appropriate level of management.  In addition, 
none of the misstatements detected as a result of audit procedures and corrected by management were material, 
either individually or in the aggregate, to the financial statements taken as a whole. 
 
Disagreements with Management 
 
For purposes of this letter, professional standards define a disagreement with management as a financial  
accounting, reporting, or auditing matter, whether or not resolved to our satisfaction, that could be significant to 
the financial statements or the auditor's report. We are pleased to report that no such disagreements arose during 
the course of our audit. 
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Management Representations 
 
We have requested certain representations from management that are included in the management 
representation letter dated September 28, 2012. 
 
Management Consultations with Other Independent Accountants 
 
In some cases, management may decide to consult with other accountants about auditing and accounting 
matters, similar to obtaining a "second opinion" on certain situations. If a consultation involves application of 
an accounting principle to the School's financial statements or a determination of the type of auditor's opinion 
that may be expressed on those statements, our professional standards require the consulting accountant to 
check with us to determine that the consultant has all the relevant facts. To our knowledge, there were no such 
consultations with other accountants. 
 
Other Audit Findings or Issues 
 
Throughout the year, routine discussions regarding a variety of matters, including the application of accounting 
principles and auditing standards, were held with management in connection with transactions that have 
occurred, transactions that are contemplated, or reassessment of current circumstances.  Such discussions have 
been helpful in conducting the audit.   
 
We have issued a separate report to you, also dated September 28, 2012, containing our comments on Bronx 
Community Charter School’s internal control. 
 
This information is intended solely for the use of the Board of Trustees and management of Bronx Community 
Charter School and is not intended to be and should not be used by anyone other than these specified parties. 
 
 
Very truly yours, 
 

 


	Bronx Community Charter FY2012.Management Letter
	Bronx Community Charter School FY2012.SAS 114 Letter

