











































































































YINGHUA ACADEMY
CHARTER SCHOOL NO. 4140
NOTES TO BASIC FINANCIAL STATEMENTS
JUNE 30, 2007

NOTE 2 DEPOSITS AND INVESTMENTS
Deposits

The School maintains a cash and investment pool that is available for use by all funds. Each
fund type’s portion of this pool is displayed on the combined balance sheet as “Cash and
Investments.” In accordance with Minnesota Statutes the School maintains deposits at
financial institutions which are authorized by the School Board.

Custodial Credit Risk — Custodial credit risk is the risk that in the event of a bank failure, the
School's deposits may not be returned to it. The School does not have a deposit policy for
custodial credit risk and follows Minnesota Statutes for deposits.

Minnesota Statutes require that all deposits be protected by insurance, surety bond, or
collateral. The market value of collateral pledged must equal 110 percent of the deposits not
covered by insurance or corporate surety bonds. Authorized collateral include: U.S.
government treasury bills, notes, or bonds; issues of a U.S. government agency; general
obligations of a state or local government rated “A” or better; revenue obligations of a state
or local government rated “AA” or better; irrevocable standby letter of credit issued by a
Federal Home Loan Bank; and time deposits insured by a federal agency. Minnesota
statutes require securities pledged as collateral be held in safekeeping in a restricted
account at the Federal Reserve Bank or at an account at a trust departments of a
commercial bank or other financial institution not owned or controlled by the depository.

The School’s deposits in banks at June 30, 2007 in the amount of $133,086 were entirely
covered by federal depository insurance or by surety bonds and collateral in accordance
with Minnesota statutes. However, at times during the fiscal year the School’s deposits were
not covered by federal depository insurance or by surety bonds or collateral.
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YINGHUA ACADEMY
CHARTER SCHOOL NO. 4140
NOTES TO BASIC FINANCIAL STATEMENTS
JUNE 30, 2007

NOTE 3 CAPITAL ASSETS

NOTE 4

NOTE 5

Capital asset activity for the year ended June 30, 2007 was as follows:

Beginning Ending
Balance increases Decreases Balance
Governmental Activities
Capital Assets, Being Depreciated:
Equipment $ - $ 12,450 $ - $ 12,450
Accumulated Depreciation for:
Equipment - (1,089) - (1,089)
Governmental Activities Capital Assets, Net $ - $ 11,361 $ - $ 11,361

Depreciation expense was charged to functions of the School as follows:

Governmental Activities

Administration $ 441
District Support Services 142
Elementary and Secondary Regular Instruction 451
Sites and Buildings 55
Total Depreciation Expense, Governmental Activities $ 1,089
TRANSFERS

The School's Food Service Fund incurred an operating deficit of $6,462 that was eliminated
through a transfer from the General Fund at June 30, 2007. Under state accounting
guidelines the School is required to eliminate such a deficit either through operations or

through a fund balance transfer from the General Fund during the next fiscal year.

SHORT-TERM LIABILITIES

Line of Credit Agreement

On August 15, 2006, the School obtained a line of credit of $50,000 that expired on
August 15, 2007. The agreement required interest on all borrowings based on a prime rate
plus 1 percent and was secured by the assets of the School. The School renewed the line of
credit on October 4, 2007 for $75,000. The agreement expires on October 15, 2008. There

was no activity on the line of credit.

(28)



YINGHUA ACADEMY
CHARTER SCHOOL NO. 4140
NOTES TO BASIC FINANCIAL STATEMENTS
JUNE 30, 2007

NOTE 6 RETIREMENT PLANS

Substantially all employees of the School are required by state law to belong to pension
plans administered by Teachers’ Retirement Association (TRA) or Public Employees’
Retirement Association (PERA), all of which are administered on a statewide basis.
Disclosures relating to these plans follows:

A. Teacher’s Retirement Association (TRA)

1.

Plan Description

All teachers employed by the School are covered by a cost-sharing, multiple-
emnployer defined benefit pension plan administered by the State of Minnesota
Teachers Retirement Association (TRA). TRA members belong to either the
Coordinated Plan or the Basic Plan. Coordinated members are covered by Social
Security and Basic members are not. All Basic members were first hired prior to
July 1, 1989. All new members must participate in the Coordinated Plan. These
plans are established and administered in accordance with Minnesota Statutes,
Chapters 354 and 356.

TRA provides retirement benefits as well as disability benefits to members, and
benefits to survivors upon death of eligible members. Benefits are established by
Minnesota statute and vest after three years of service credit. The defined retirement
benefits are based on a member’s highest average salary for any five consecutive
years of allowable service, age, and a formula multiplier based on years of credit at
termination of service.

TRA publicly issues a Comprehensive Annual Financial Report (CAFR) presenting
financial statements, supplemental information on funding levels, investment
performance, and further information on benefits provisions. The report may be
accessed at the TRA web site www.tra.state.mn.us. Alternatively, a copy of the
report may be obtained by writing or calling TRA:

Teachers Retirement Association
60 Empire Drive Suite 400
St Paul MN 55103-1855
651-296-6449
800-657-3853
Funding Policy

Minnesota Statutes Chapter 354 sets the rates for the employee and employer
contributions. These statutes are established and amended by the state legislature.
As of July 1, 2006, Coordinated and Basic Plan members are required to contribute
5.5 percent and 9.0 percent, respectively, of their annual covered salary as
employee contributions. Effective July 1, 2007, the employer contribution rates are
5.0 percent for Coordinated members and 9.0 percent for Basic members. Total
covered payroll salaries for all TRA members statewide during the fiscal year ended
June 30, 2006 was approximately $3.431 billion. The School’s contributions for the
years ended June 30, 2007 and 2006 were $10,900 and $271, respectively, equal to
the required contributions for the year as set by state statute.
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YINGHUA ACADEMY
CHARTER SCHOOL NO. 4140
NOTES TO BASIC FINANCIAL STATEMENTS
JUNE 30, 2007

NOTE 6 RETIREMENT PLANS (CONTINUED)

B. Public Employees’ Retirement Association (PERA)

1.

Plan Description

All full-time and certain part-time employees of the School (other than teachers) are
covered by a defined benefit plan administered by the Public Employees’ Retirement
Association of Minnesota (PERA). PERA administers the Public Employees’
Retirement Fund (PERF) which is a cost-sharing, multiple-employer retirement plan.
This plan is established and administered in accordance with Minnesota Statutes,
Chapters 353 and 356. PERF members belong to either the Coordinated Plan or the
Basic Plan. Coordinated Plan members are covered by Social Security and Basic
Plan members are not. All new members must participate in the Coordinated Plan.

PERA provides retirement benefits as well as disability benefits to members, and
benefits to survivors upon death of eligible members. Benefits are established by
State Statute, and vest after three years of credited service. The defined retirement
benefits are based on a member’s highest average salary for any five successive
years of allowable service, age, and years of credit at termination of service.

PERA issues a publicly available financial report that includes financial statements
and required supplementary information for PERF. That report may be obtained on
the web at www.mnpera.org. Alternatively, a copy of the report may be obtained by
writing or calling PERA:

Public Employees’ Retirement Association
60 Empire Drive Suite 200
St Paul MN 55103-2088
651-296-7460
800-652-9026

Funding Policy

Minnesota Statutes Chapter 353 sets the rates for employer and employee
contributions. These statutes are established and amended by the state legislature.
The School makes annual contributions to the pension plans equal to the amount
required by State Statutes. PERF Basic Plan members and Coordinated Plan
members are required to contribute 9.10 percent and 5.50 percent, respectively, of
their annual covered salary in 2006. Contribution rates in the Coordinated Plan
increased in 2007 to 5.75 percent.

The School was required to contribute the following percentages of annual covered
payroll: 11.78 percent for Basic Plan PERF members and 6.00 percent for
Coordinated Plan PERF members. Employer contribution rates for the Coordinated
Plan increased to 6.25 percent effective January 1, 2007. The School’s contribution
for the years ended June 30, 2007, 2006 and 2005 were $6,210, $633 and $806,
respectively, equal to the contractually required contribution for the year as set by
state statute.
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YINGHUA ACADEMY
CHARTER SCHOOL NO. 4140
NOTES TO BASIC FINANCIAL STATEMENTS
JUNE 30, 2007

NOTE7 COMMITMENTS AND CONTINGENCIES

Federal Grants

Amounts received or receivable from federal agencies are subject to agency audit and
adjustment. Any disallowed claims, including amounts already collected, may constitute a
liability of the applicable fund. The amount, if any, of funds which may be disallowed by the
agencies cannot be determined at this time although the School expects such amounts, if
any, to be immaterial.

Lease Commitments and Terms

In April 2006, the School (lessee) signed a lease agreement for educational space with
Hamline Office Park, LLP (lessor), in St Paul, Minnesota, commencing July 1, 2006. The
term of the agreement covered the period through June 30, 2011. The annual rent amount
for the term of the lease will begin at $157,657 which was based on the rental of
approximately 12,870 square feet. Total approved lease costs incurred for fiscal 2007 were
$119,048. The School is entitled to estimated lease aid of $85,872, equal to $1,200 times
the pupil units served, however, such lease aid may be prorated by the Minnesota
Department of Education if the statewide appropriations is insufficient to cover all amounts
owed.

The following are the required minimum required lease payments:

Year Ending June 30, Amount
2008 $ 170,527
2009 180,180
2010 184,684
2011 189,189
Total Minimum Lease Payments $ 724,580

The School’s ability to make payments under this lease agreement is dependent on its
revenues which are in turn, largely dependent on sufficient enrollments being served at the
School and on sufficient state aids per student being authorized and received from the State
of Minnesota. The School believes that its enroliments and aid entitlements will be sufficient
to meet the lease obligations as they become due.
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YINGHUA ACADEMY
CHARTER SCHOOL NO. 4140
GENERAL FUND
BALANCE SHEET
JUNE 30, 2007
(WITH COMPARATIVE DATA AS OF JUNE 30, 2006)

2007 2006
ASSETS
Cash and Investments 3 67,100 110,758
Receivables:
Due from Minnesota Department of Education 50,538 -
Due from Federal through the Minnesota Department of
Education 21,826 30,000
Prepaid ltems 20,806 14,831
Total Assets $ 160,270 155,589
LIABILITIES AND FUND BALANCE
Liabilities: _
Salaries Payable $ 2,066 -
Payroll Deductions and Employer Contributions Payable 1,286 -
Accounts and Contracts Payable 22,150 691
Deferred Revenue 63,042 154,157
Total Liabilities 88,544 154,848
Fund Balance:
Unreserved, Undesignated 71,726 741
Total Liabilities and Fund Balance 3 160,270 155,589
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YINGHUA ACADEMY
CHARTER SCHOOL NO. 4140
GENERAL FUND
STATEMENT OF REVENUE, EXPENDITURES, AND CHANGES IN FUND BALANCE
BUDGET AND ACTUAL
YEAR ENDED JUNE 30, 2007
(WITH COMPARATIVE DATA FOR THE YEAR ENDED JUNE 30, 2006)

2007 2006
Over
(Under)
Final Actual Final Actual
Budget Amounts Budget Amounts
REVENUES
Local Sources:
Earnings on Investments $ 500 3% 461 3% 39) % 467
Other 114,802 122,623 7,821 26,154
State Sources 549,014 544 466 (4,548) -
Federal Sources 188,373 185,491 (2,882) 49,592
Total Revenues 852,689 853,041 352 76,213
EXPENDITURES
Current:
Administration:
Salaries 82,529 102,796 20,267 17,840
Employee Benefits 20,970 16,160 (4,810) 2,268
Purchased Services 2,000 220 (1,780) 419
Supplies and Materials 86 607 521 113
Capital Expenditures 26,945 10,168 (16,777) -
Other Expenditures 6,800 2,970 (3,830) -
Total Administration 139,330 132,921 (6,409) 20,640
District Support Services:
Salaries 2,000 2,000 - 11,838
Employee Benefits 1,846 10,950 9,104 2,399
Purchased Services 49,898 65,131 15,233 35,417
Supplies and Materials 9,895 9,704 (191) 1,618
Capital Expenditures 1,500 1,418 (82) -
Other Expenditures 500 1,085 585 2,515
Total District Support
Services 65,639 90,288 24,649 53,787
Elementary and Secondary
Regular Instruction:
Salaries 194,613 152,456 (42,157) -
Employee Benefits 47,908 26,713 (21,195) -
Purchased Services 21,392 4,715 (16,677) -
Supplies and Materials 7,698 68,409 60,711 -
Capital Expenditures 46,171 8,867 (37,304) -
Total Elementary and
Secondary Regular
Instruction 317,782 261,160 (56,622) -
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YINGHUA ACADEMY
CHARTER SCHOOL NO. 4140
GENERAL FUND
STATEMENT OF REVENUE, EXPENDITURES, AND CHANGES IN FUND BALANCE
BUDGET AND ACTUAL (CONTINUED)
YEAR ENDED JUNE 30, 2007
(WITH COMPARATIVE DATA FOR THE YEAR ENDED JUNE 30, 2006)

2007 2006
Over
(Under)
Final Actual Final Actual
Budget Amounts Budget Amounts
EXPENDITURES (Continued)
Current (Continued):
Special Education Instruction:

Salaries $ 17,500 % - 3 (17,500) $
Employee Benefits 2,372 - (2,372)
Purchased Services 20,607 12,418 (8,189)
Supplies and Materials 1,250 1,750 500

Total Special Education

Instruction 41,729 14,168 (27,561)
Instructional Support Services:

Salaries 51,000 59,730 8,730
Employee Benefits 11,200 10,746 (454)
Purchased Services 2,835 17,416 14,581
Supplies and Materials 15,000 - (15,000)
Capital Expenditures - 4,213 4,213
Other Expenditures - 170 170

Total Instructional

Support Services 80,035 92,275 12,240

Pupil Support Services:
Purchased Services 2,850 1,923 (927)

Supplies and Materials 125 125
Total Pupil Support
Services 2,850 2,048 (802)
Sites and Buildings:
Salaries - 7,286 7,286
Employee Benefits - 944 944
Purchased Services 166,257 161,757 (4,500)
Supplies and Materials 6,400 6,687 287
Capital Expenditures - 2,022 2,022
Total Sites and Buildings 172,657 178,696 6,039
Fiscal and Other Fixed Cost
Programs:
Purchased Services 5,613 4,038 (1,475) 1,270
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YINGHUA ACADEMY
CHARTER SCHOOL NO. 4140
GENERAL FUND
STATEMENT OF REVENUE, EXPENDITURES, AND CHANGES IN FUND BALANCE
BUDGET AND ACTUAL (CONTINUED)
YEAR ENDED JUNE 30, 2007
(WITH COMPARATIVE DATA FOR THE YEAR ENDED JUNE 30, 2006)

2007 2006
Over
(Under)
Final Actual Final Actual
Budget Amounts Budget Amounts
EXPENDITURES (Continued)
Interest and Fiscal Charges $ 500 $ - $ (500) $ -
Total Expenditures 826,035 775,594 {50,441) 75,697
Excess of Revenues
Over Expenditures 26,654 77,447 50,793 516
OTHER FINANCING SOURCES (USES)

Transfers Out - (6,462) (6,462) -
Net Change in Fund Balance $ 26,654 70,985 _$ 44,331 516
FUND BALANCE

Beginning of Year 741 225

End of Year 3 71,726 741
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YINGHUA ACADEMY
CHARTER SCHOOL NO. 4140
UNIFORM FINANCIAL ACCOUNTING AND REPORTING STANDARDS

COMPLIANCE TABLE
JUNE 30, 2007
01 GENERAL FUND 04 COMMUNITY SERVICE
Total Revenue $ 853,041 Total Revenue $ 59,432
Total Expenditures $ 775,594 Total Expenditures $ 32,960
Reserved: Reserved:
403 Staff Development $ - 410 Reemployment Insurance $ -
406 Health and Safety - 411 Severance -
407 Down Payment Levy - 419 Encumbrances -
408 Cooperative Revenue - 426 $25 Taconite -
409 Deferred Maintenance - 431 Community Education -
410 Unemployment Compensation - 432 E.C.F.E. -
411 Severance Pay - 444 School Readiness -
412 Bus Purchase - 447 Adult Basic Education -
414 Operating Debt - Unreserved:
416 Levy Reduction - 418 Severance - Ins. Premium $ -
419 Encumbrances - 422 Unreserved/Undesignated 26,472
423 Certain Teacher Programs -
424 Operating Capital - 06 BUILDING CONSTRUCTION
426 $25 Taconite - Total Revenue $ -
427 Disabled Accessibility - Total Expenditures $ -
428 Learning and Development - Reserved:
429 Parental Involvement - 407 Down Payment Levy $ -
433 Student Transportation Safety - 409 Alternative Facility Program -
434 Area Leaming Center - 419 Encumbrances -
435 Contracted Alt Programs - Unreserved:
436 State Approved Alt Program - 422 Unreserved/Undesignated $ -
437 Grad Standards Staff Dev -
438 Grad Standards G & T - 07 DEBT SERVICE
439 Grad Standards - Total Revenue 3 -
441 Basic Skills Programs - Total Expenditures $ -
442 Class Size, All-Day Reserved:
Kindergarten and Special Education 425 Bond Refundings $ -
Student-to-Instructor Ratio Reduction - Unreserved:
443 Telecommunication Access Cost - 422 Unreserved/Undesignated $ -
445 Career and Technical Programs -
446 First Grade Preparedness - 08 TRUST
Unreserved: Total Revenue 3 -
418 Severance - Ins. Premiums - Total Expenditures 3 -
422 Unreserved/Undesignated 71,726 Reserved:
419 Encumbrances $ -
02 FOOD SERVICE Unreserved:
Total Revenue $ 23,346 422 Unreserved/Undesignated $ -
Total Expenditures $ 29,808
Fund Balance 09 AGENCY
Reserved: Unreserved:
411 Severance $ - 422 Unreserved/Undesignated $ -
419 Encumbrances -
Unreserved: 20 INTERNAL SERVICE
418 Severance - Ins. Premiums 3 - Total Revenue $ -
422 Unreserved/Undesignated - Total Expenditures 3 -
Reserved:
419 Encumbrances $ -
Note: The School may report certain additional reserved Unreserved:
fund balances for financial reporting purposes 422 Unreserved/Undesignated $ -

that are reported to the Minnesota Department of
Education as unreserved for purposes of this table.
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LarsenAllen

CPAs, Consultants & Advisors
www.larsonalien.com

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING
AND ON COMPLIANCE AND OTHER MATTERS BASED
ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Board of Education
Charter School No. 4140
Yinghua Academy

St. Paul, Minnesota

We have audited the financial statements of the governmental activities and each major fund of
Yinghua Academy as of and for the year ended June 30, 2007, which collectively comprise the School's
basic financial statements and have issued our report thereon dated November 14, 2007. We
conducted our audit in accordance with U.S. generally accepted auditing standards and the standards
applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller
General of the United States.

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 auditing procedures for the purpose of expressing our opinions
on the financial statements, but not for the purpose of expressing an opinion on the effectiveness of the
School’s internal control over financial reporting. Accordingly, we do not express an opinion 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 would not necessarily identify all deficiencies in internal control over financial
reporting that might be significant deficiencies or material weaknesses. However, as discussed below,
we identified a certain deficiency in internal control over financial reporting that we consider to be a
significant deficiency.

A control deficiency 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
misstatements on a timely basis. A significant deficiency is a control deficiency, or combination of
control deficiencies, that adversely affects the entity’s ability to initiate, authorize, record, process, or
report financial data reliably in accordance with generally accepted accounting principles such that
there is more than a remote likelihood that a misstatement of the entity’s financial statements that is
more than inconsequential will not be prevented or detected by the entity’s internal control over
financial reporting. We consider the deficiency in the accompanying Schedule of Findings listed as item
2007-1 to be a significant deficiency in internal control over financial reporting.
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Board of Education
Charter School No. 4140
Yinghua Academy

A material weakness is a significant deficiency, or a combination of significant deficiencies, that resulits
in more than a remote likelihood that a material misstatement of the financial statements will not be
presented or detected by the School’s internal control.

Our consideration of the internal control over financial reporting was for the limited purpose described in
the first paragraph of this section and would not necessarily identify all deficiencies in the internal
controf that might be significant deficiencies, and accordingly, would not necessarily identify all
significant deficiencies that are also considered material weaknesses. However, we believe that the
significant deficiency described in the Schedule of Findings is considered to be a material weakness.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the School's financial statements are free of
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements, noncompliance with which could have a direct and material effect on
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 such an opinion. .
The results of our test disclosed no instances of noncompliance or other matters that are required to be
reported under Government Auditing Standards.

The School’s written responses to the findings identified in our audit are described in the accompanying
Schedule of Findings. We did not subject the School’s responses to the audit procedures applied in the
audit of the basic financial statements and, accordingly, we express no opinion on them.

This report is intended solely for the information and use of the Board of Education, management of the
School, the Minnesota Department of Education, and state and federal awarding entities and is not
intended to be and should not be used by anyone other than these specified parties.

ofuwa% LeP

LarsonAllen LLP

Minneapolis, Minnesota
November 14, 2007
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REPORT ON MINNESOTA LEGAL COMPLIANCE

Board of Education
Charter School No. 4140
Yinghua Academy

St. Paul, Minnesota

We have audited the financial statements of the governmental activities and each major fund of
Yinghua Academy as of and for the year ended June 30, 2007, which collectively comprise the School’s
basic financial statements and have issued our report thereon dated November 14, 2007.

We conducted our audit in accordance with U.S. generally accepted auditing standards, the standards
applicable to financial audits contained in Government Auditing Standards, issued by the comptroller
General of the United States, and the provisions of the Minnesota Legal Compliance Audit Guide for
Local Government, promulgated by the State Auditor pursuant to Minn. Stat. Section 6.65. Accordingly,
the audit included such tests of the accounting records and such other auditing procedures as we
considered necessary in the circumstances.

The Minnesota Legal Compliance Audit Guide for Local Government covers two main categories of
compliance to be tested: uniform financial accounting and reporting standards, and charter schools.
Our study included both of the listed categories.

The results of our tests indicate that, with respect to the items tested, the School complied with the
material terms and conditions of applicable legal provisions, except as noted on the attached schedule
of findings.

This report is intended solely for the information and use of the Board of Education, management of the
School, the Minnesota Department of Education, and the office of the Minnesota State Auditor and is
not intended to be and should not be used by anyone other than these specified parties.

afwm P

LarsonAllen LLP

Minneapolis, Minnesota
November 14, 2007
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FINDING: 2007-1

Condition:

Criteria:

Context:

Effect:

Cause:

Recommendation:

YINGHUA ACADEMY
CHARTER SCHOOL NO. 4140
SCHEDULE OF FINDINGS AND RESPONSES
YEAR ENDED JUNE 30, 2007

ADJUSTING JOURNAL ENTRIES

The audit firm proposed, and the School posted to its general ledger
accounts, a journal entry to correct misstatements.

The School should have controls in place to prevent and detect a material
misstatement in the financial statements in a timely manner.

The School will implement changes through the contracted business
manager to ensure that all year-end account balances are updated for audit
purposes such that there is no expectation of proposed adjustments as a
result of the audit process.

No effect on the financial statements.

The School has not established controls to ensure that all accounts are
adjusted to their appropriate year-end balances in accordance with GAAP.

We recommend the School continue to evaluate its internal control processes
to determine if additional internal control procedures should be implemented
to ensure that accounts are adjusted to their appropriate year-end balances
in accordance with GAAP.

CORRECTIVE ACTION PLAN (CAP):

Explanation of Disagreement with Audit Findings:
There is no disagreement with the audit finding.

Actions Planned in Response to Finding:

The contracted Business Manager will review all accruals the week prior to the audit to ensure that
the Schools accruals reflect the latest information available. For fiscal 2007, the proposed
adjustment related to updated enrollment information which impacted the recording of an aid
receivable at year-end.

Official Responsible for Ensuring CAP:
Judith Darling, Contracted Business Manager, is the official responsible for ensuring corrective
action of the deficiency.

Planned Completion Date for CAP:
The changes will be implemented for fiscal 2008.

Plan to Monitor Compietion of CAP:

A presentation will be made to the Yinghua Academy Board outlining procedures to be performed at
the end of the School's next fiscal year and the Board Treasurer will monitor performance of such
procedures for all future fiscal year ends.
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YINGHUA ACADEMY
CHARTER SCHOOL NO. 4140
SCHEDULE OF FINDINGS AND RESPONSES
YEAR ENDED JUNE 30, 2007

FINDINGS — MINNESOTA LEGAL COMPLIANCE

Insuring or Securing Deposits - Section 118A.03

Finding: Minnesota Statutes require that public deposits in excess of deposit insurance be protected by
a bond or collateral which, when computed at its market value, shall be at least ten percent more than
the amount of the excess deposits. In addition, Yinghua Academy must perfect its security interest in
the pledged collateral by obtaining documentation that the financial institution’s board of director or loan
committee approved the collateral. This approval must be reflected in the financial institution’s Board of
Director's minutes. At times during fiscal year 2007, the School held funds in excess of deposit
insurance which were not covered by a bond or collateral.

Corrective Action Plan: Since being made aware of this new requirement, the School has monitored
compliance with the collateral requirements. The School will determine the options available to provide
collateral coverage in excess of FDIC insurance coverage.
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